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AIM2Flourish: Developing Responsible Business Leaders for the Flourishing 
World  

 
Ekaterina Ivanova, NRU HSE, Russia (dr.ekaterina.ivanova@gmail.com)  
  
Abstract:  
This paper provides an overview of AIM2Flourish as an experiential learning assignment 
in the elective course, “Responsible Business and Sustainable Development”, offered 
annually in the Graduate School of Business of the HSE University in Moscow. The major 
goal of the AIMFlourish assignment is to shift students’ mindsets towards accepting a 
responsible and sustainable way of doing business as a new norm. Through this outside-
the-classroom activity students identify and interview a responsible leader of a sustainable 
business, using Appreciative Inquiry as an interviewing method. Students work in a team 
setting in order to prepare a story for the AIM2Flourish platform about a sustainable 
business innovation that contributes to one or several of the United Nations Sustainable 
Development Goals (SDGs). The author concludes by showing the power of this 
experiential learning activity in cultivating a sustainability mindset that responsible 
business leaders need to develop to enable the transition to a flourishing world.  
  
Keywords: AIM2Flourish, UN SDGs, Experiential Learning, Sustainability Mindset  
  
Introduction  
This paper describes and discusses how AIM2Flourish as a transformative learning tool could be 
used by management educators to facilitate the sustainability mindset (Naim, 2018; Nonet 
& Petrescu, 2018; Rimanoczy, 2017) among business students on their way to becoming a new 
generation of globally responsible entrepreneurs and corporate leaders capable of making an 
impact toward a more sustainable planet (Fairfield, 2018). To reach this objective students are 
going through a guided process of transformation, so that the principles of the sustainability 
mindset become internalized within the three dimensional contexts of thinking (knowledge, 
cognitive, and analytical capabilities), being (one’s values, identity, emotions, and creative 
elements), and doing (competencies and actions) (Kassel & Rimanoczy, 2018). This 
foundational triad of interconnected components rests upon four content areas that could be 
intentionally developed for cultivating a sustainability mindset: ecological awareness and 
systems thinking, as well as emotional intelligence and spiritual intelligence (Rimanoczy, 2021).  
Giving students the opportunity to learn through experience is much more meaningful, and has a 
more lasting impact on their holistic personal development (Dewey, 1938; Kolb, 1984; Lewis & 
Williams, 1994; Mezirow, 2009) than lectures focused on remembering and learning the right 
answer. By building on accumulated experience, students are constructing knowledge through 
social activities and processes guided by interaction with the outside world (Wertsch, 1985) and 
mediated through reflection (Mezirow & Associates, 1990). Through such innovative approaches 
to learning, students are better prepared to understand the global challenges of the modern world 
and to explore multiple solutions to the wicked problems humanity currently 
faces. AIM2Flourish is a learning assignment that enables each student at a personal level to 
question some of the underlying assumptions about the world in the Anthropocene era. 
Unlimited growth driven by the neo-liberal understanding of the purpose of business and of 
profit generation only for the sake of shareholders are examples of such assumptions. Reflection 
on the values that guide students’ behavior after course completion is one of the key outcomes 
that this learning activity makes possible, so that students are prepared for the transition towards 
a reformed capitalism, based on responsibility, regeneration and resilience (Elkington, 2020). 
Because change is caused by innovative thinking and perception of reality (Senge, 
Smith, Kruschwitz, Laur, & Schley, 2008), the shift in students’ mindsets depends on a holistic 
approach that requires an effort of self-discovery with a focus on the deeper self, making a 
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connection to the outside world, and taking action (Rimanoczy, 2017). Graduates who have had 
an opportunity for such reflection about their personal assumptions are proactive learners who 
tend to develop a better awareness of what they want to achieve in their professional lives 
(Billett, 2009).  
  
AIM2Flourish as a learning tool  
AIM2Flourish is one of the most innovative learning initiatives for achieving sustainable 
development, promoting responsible management education and developing activist business 
leaders (Farias & Waddock, 2018; Storey, Killian, & O'Regan, 2017, p. 99). As this paper is 
being written more than 1,750 stories of businesses striving to implement the 17 UN Sustainable 
Development Goals have been published. By taking part in the AIM2Flourish initiative, future 
business leaders are guided towards understanding the 17 UN Sustainable Development Goals 
(SDGs) and how business can contribute to achieving them, and are inspired to take further 
action for building a better world for all.  
AIM2Flourish is an open-access global library of inspiring stories recorded and told by students 
about the ways that businesses set up for making money also serve the broader world by doing 
good. Each year, through two rounds of competition, the 70+ best stories are celebrated as 
Flourish prize finalists; of these 70+ stories, 17 of them will be declared Flourish prize 
winners—one for each UN SDG. The prizes recognize the accomplishments of the students as 
authors, the professor who supervised the story’s publication, and the business leader 
interviewed for the story. Such an approach to publicly celebrating good practice helps to 
motivate and engage students, generates recognition for the businesses that opened their doors to 
cooperate with students, and adds global visibility to the business schools involved. As such, 
AIM2Flourish facilitates promotion of the SDGs in business schools and within the business 
community. In the five short years since its establishment, AIM2Flourish has been showing 
quick growth and operational sustainability based on the support of its hosting organization and a 
network of partners that enable the functioning of highly engaged staff and volunteers in an 
online-based platform setting. The partnership strategy of AIM2flourish has become more 
formalized over time, which helps to maintain its focus on for-profit businesses, thus aligning 
with the shared vision of the founding partners, such as UN PRME, GRLI and Flourishing 
Leadership Institute (AIM2Flourish, 2020).  
The key feature of AIM2flourish as an experiential learning assignment is the engagement with a 
real business already involved in building a business model embedded with purposes based on 
the SDGs. Students are accomplishing the task of connecting directly to the business that inspires 
them. They have to arrange an interview with a business leader of a sustainable business. 
Students use Appreciative Inquiry (Cooperrider, Whitney, & Stavros, 2008) as an interviewing 
method that enables them to recognize the positive side of doing business. During the 
interview, students uncover the moments in life when business leaders felt themselves at a high 
point—most engaged and passionate—by asking strength-based questions. Since they are 
investigating a business innovation, students ask the leaders questions about the inspiration and 
motivation that led to this high point. Students also ask about the business, societal, and 
environmental impacts of the business innovation. Such an interviewing approach leads naturally 
to story-telling by the interviewees. As an outcome of such interaction, students listen to stories 
and convert them into online AIM2Flourish publications, and by doing so are inspired to become 
themselves future responsible business leaders (Buchter, 2018, p. 55).  
The context for AIM2Flourish is an elective course, “Responsible Business and Sustainable 
Development.” Since 2016, the course is offered annually at the Graduate School of Business of 
the National Research University Higher School of Economics in Moscow. The course takes 
place during the winter semester for second year students in master’s degree programs in 
management and provides an opportunity to earn 4 ECTS units. On average, 40 students sign up 
for this class, with approximately 20% of international students and 80% of local students from 
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all over Russia. AIM2Flourish is integrated as a final group assignment (it substitutes an exam) 
in this course with the following learning goals:  
· to facilitate a transformation in students’ mindsets towards accepting sustainable and 
responsible ways of doing business as a new norm;  
· to provide students with experiential learning opportunities, based on implementing a real-life 
project and reflecting on the interaction with responsible business leaders;  
· to empower students to develop stories for the AIM2Flourish platform of local “businesses for 
good” engaged in sustainable innovations—stories that address one or several of the UN SDGs.  
To reach these goals, students are inspired through an outside-the-classroom experiential 
learning activity as they identify and interview a leader of a sustainable business for the 
AIM2Flourish platform. Students are assigned by the educator to work in a multi-cultural team 
setting consisting of Russian and international students. Together, they complete the task of 
finding a sustainable business innovation that their “hero” implements in order to contribute to 
one or several of the UN SDGs. Detailed instructions about the AIM2Flourish assignment are 
provided in the course syllabus in a four-page-long appendix. This syllabus outlines the value of 
experiential learning and how teamwork should be organized to meet the criteria of the 
AIM2Flourish platform (focusing on profitable businesses that address the real needs of the 
community that correspond to the relevant SDGs), and also gives clear guidance on grading, 
deadlines, and workflow. To avoid possible misunderstandings by students selecting a nonprofit 
organization instead of a business, it is highly advisable for the educator to confirm the choice of 
business before the students initiate a contact with their case protagonist.  
The strong combination of the Appreciative Inquiry methodology with the SDGs serves as a 
guiding framework for students taking part in the AIM2Flourish project as they look for 
a businesses that already act as a force for good. Students at the HSE University have already 
discovered over 30 sustainable business innovations, including the following:  
• Yandex.Taxi has designed and implemented an innovation project adapting their business 
model to deaf and hearing-impaired drivers.  
• Windows Factory’s innovative approach is to deal with the company as a living organism, 
creating for employees conditions to flourish and develop themselves.  
• LavkaLavka aims to revive agriculture and lost gastronomic traditions in Russia, supporting 
local farmers based on the farm cooperative business model.  
• BioFoodLab became a pioneer company on the Russian market of healthy snacks affordable for 
people of all ages and income.  
• Zero Waste Shop, as the first of its kind in Moscow, refuses to use environmentally harmful 
plastic packaging and sells only multiple-use and organic products.  
  
Evidence of AIM2Flourish impacts and implications  
Based on their AIM2Flourish experience, each student from the 2018 cohort at the HSE 
University was required to write an individual reflection paper. Analysis of the students’ 
reflections on AIM2Flourish showed that this experiential learning tool enabled them to connect 
to their own values, question some of the tacit assumptions about the unsustainable anchors of 
their behavior, and gain confidence in responsible and sustainable business as a new norm. The 
AIM2Flourish assignment became a transformational experience that increased students’ self-
awareness, prompted them to change some of their unsustainable habits, and empowered them to 
influence others – their friends, family and colleagues. Having taken part in this project 
convinced even some of the most skeptical students that it is possible to do business with 
purpose, with respect to people, profits and planet, at the same time. Counterintuitively, Russia 
as an emerging market is not an exception. That was one of the biggest discoveries for the 
students, both Russian and international, that jointly worked on this project. By connecting to 
real business leaders already contributing to achieving the SDGs, often doing it unintentionally, 
students became inspired to follow their example.  
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As a result of reflective practices the students started a conscious turn to more sustainable 
behaviors in their daily lives. Stories of such transformative experience in daily routines, 
selection of future employer and societal roles they intend to play in their life, which students 
shared in their reflection papers, show the impact of the learning they had at a deeper personal 
level. The experience of being a reflective storyteller as part of the AIM2Flourish project serves 
as a practical tool and language that helps students develop their sustainability mindset. The 
impacts of students’ transformative experiences are visible in the three areas of knowing (e.g., 
connecting theories CSR and sustainable development to practice, deeper understanding of 
sustainable business models in Russia, the connection to the SDG framework, the application of 
the Appreciative Inquiry), being (e.g. becoming mindful, developing habits, examining values, 
examining life purpose, inspiration to make a change) and doing (e.g. becoming influencers 
among peers, selecting sustainable professional careers, and executing leadership roles).  
One of the most important lessons learned about using AIM2Flourish as a tool to shift students‘ 
mindset is that it works best when the educator takes the role of a learning facilitator and engages 
students on the individual level by using a wide range of classroom discussions based on 
assigned course reading and video materials, interacting with guest-speakers, and organizing site 
visits. An educator’s decision to design student work in a small group setting of up to 3-4 people 
would be beneficial for having positive group dynamics, in order to prevent potential conflicts 
and free-riding. It appears that AIM2Flourish is better suited for graduate students. For 
undergraduate students and non-native English speakers, it could become an additional workload 
for the educator to edit the narratives of the stories before they will be published. Moreover, 
AIM2Flourish is an excellent gateway to get to know students better. Many of the students after 
course completion ask for letters of recommendation, where the AIM2Flourish story could be 
integrated as a central element. For the top students, such evidence helps them to get enrolled in 
highly competitive postgraduate programs in leading universities. AIM2Flourish is already 
highly appreciated by educators around the world for helping their students to recognize 
how business is becoming instrumental in dealing with the challenges of the UN’s SDGs, and 
what students can do to convert to better versions of themselves capable of contributing to a 
better world.  
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Abstract:   
This paper investigates the factors behind eco-innovations and the effects of eco-
innovations on firms’ performance based on probit model and OLS method. For this we 
employ new BEEPS data for 2019 on 1088 Russian firms across federal districts. Overall, 
the results show that customers' requirements to environmental certifications, 
environmental regulation, CO2 emissions of firm, as well as the attitudes of people to 
science and technology at the macroregional level have a positive impact on the adoption of 
eco-innovations. In addition, it was found that infrastructure barriers negatively impact 
the introduction of eco-innovations, while an inadequately educated workforce is positively 
significant eco-innovations. At the same time external knowledge and spending on R&D 
are positively significant factors for eco-innovations. The effect of eco-innovations on firm’s 
profits and labor productivity is positively significant, from which it follows that there is a 
return on eco-innovations.  Thus, the findings shed light on policy implications at the 
country and regional level.  
  
Keywords: Eco-innovations, Firms, External Knowledge, Environment, Firms’ Performance  
  
Introduction  
Environmental protection has always been an important topic. The trend of recent years is 
development of the concept of green growth for the countries. A key role in creating this green 
growth is given to innovations that can reduce natural losses and ensure sustainable use 
of natural resources. These problems are especially relevant for Russia, because the country 
possesses the richest reserves of natural resources and minerals, and it is one of the largest 
exporters of mineral resources. However, there is already a rapid deterioration in the 
environmental situation, especially in metropolitan areas and large industrial centers. All this 
speaks about the importance of the topic. In this regard, the aim of this study is 
to analyze determinants of environmental innovations in Russia and to assess the effect of 
environmental innovations on Russian firms’ performance. We will reveal, which factors hold 
back or drive environmental innovations and how  eco-innovations affect firms' performance.  

  
Background and the existing research   
Recently, the research on environmental issues and green innovation has become especially 
popular. Some papers that have contributed to the study of green growth are based on the 
concept of the Environmental Kuznets Curve (EKC). In particular, Saucedo et al. (2017) 
revealed a non-linear relationship between carbon dioxide emissions and GDP per capita, and in 
a static model, environmental taxes negatively affect CO2 emissions based on panel data for 
OECD countries for 1994-2014. Hervieux M-S and Darné (2013) found the Environmental 
Kuznets Curve in Chile and Uruguay, while in other countries there is a linear positive 
relationship between the ecological footprint and GDP, and an N-shaped (cubic form, when GDP 
in a cube) form of relationship was revealed in 
Spain. Mikhalishchev and Raskina (2015) revealed that most of the regions of Russia lie on the 
ascending branch of the Kuznets curve — trend change point, when economic growth starts to 
be accompanied by a decrease in the environmental load, is not yet reached.   
Concerning the impact of the eco-innovations on people's living standards or human life, there 
have also been attempts to explore other dimensions of the state of the environment or eco-
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innovations and the quality of life. Aldieri et al. (2019) revealed the effect of eco-efficiency, 
measured as a share of total energy from combustible renewable energy and waste) on the 
happiness index (life satisfaction) based on panel data from ten European countries for 1981–
2011.  In general, as it follows from the literature, among the main factors influencing the 
introduction of green innovations are technological capabilities (R&D), human capital, 
institutional conditions, including environmental regulation and subsidies, and environmental 
awareness of consumers (Horbach, 2008; Jesus and Mendonça, 2018).   
Thus, the mentioned studies form an understanding of the mechanisms of influence and the 
relationships between the environment, eco-innovations and welfare indicators.   

  
Data and methods  
For the research we employ the new latest Business Environment and Enterprise Performance 
Survey (BEEPS) 2019. The final sample includes 1088 Russian firms across federal districts - 
Central, Northwestern, Siberian, Far Eastern, Southern and North-Caucasian, Ural and Volga.  
For the econometric study, we used various variables. The following variables were selected as 
dependent variables: eco-innovations as dummy variable, equal to 1, if a firm adopted any eco-
innovations over the last three years; labor productivity and profit. The list of independent 
variables includes different groups of factors: 1) individual characteristics, such as age of a firm, 
spending on R&D, Top manager’s experience in sector, foreign ownership, belonging to a larger 
firm, capacity utilization, external knowledge; 2) institutional indicators – inadequately educated 
workforce, infrastructure obstacles, environmental regulation; 3) demand-side indicators – the 
level of competition, customers’ requirements, attitudes towards science and technology. In 
particular, it should be noted that the indicator ‘attitudes to science and technology’ was taken 
from the new wave of the World Value Survey 2017 and averaged by federal districts.  
Given the binary nature of the dependent variable, the probit model is used to identify the factors 
of eco-innovation. Then, OLS method is applied to assess the effect of environmental 
innovations predicted from the previous stage on labor productivity and profit. Moreover, in both 
cases industry and location dummies are included. Standard errors are robust 
to heteroskedasticity and clustered at the firm level.  
  
Empirical results and conclusions 
In general, the results concerning the factors of eco-innovations show that customers' 
requirements related to environmental certifications have a positive impact on the adoption of 
eco-innovation. In addition, energy performance standards in firm’s operations also increase 
the probability of eco-innovation.   

Further, we revealed that barriers related to electricity, transport and access to land 
negatively affect the implementation of eco-innovations. At first glance, positive impact 
of inadequately educated workforce on eco-innovations is a paradoxical result. This result may 
indicate that firms introducing or planning to implement measures to reduce environmental 
pressure are faced with a lack of necessary skills and knowledge and are trying to overcome 
them in order to achieve their goals.  

R&D spending, foreign ownership of the firm, the experience of a Top manager in the 
industry and external knowledge also contribute to the adaptation of eco-innovation. As far 
as the level of competition is concerned, we found that firms competing at the national level will 
be more inclined to introduce eco-innovation than at the local level. Finally, the result on 
attitudes towards science and technology shows that firms located in the areas where people are 
more likely to have a positive attitude towards science and technology will be more inclined to 
adopt eco-innovation.  

The results on the effect of eco-innovation predicted from the previous stage on 
firms' performance show, that, in general, eco-innovation has a positive effect on the 
profits and labor productivity. In other words, there is a return on eco-innovations. Thus, the 
findings can shed light on important policy implications at the country and regional level. In 
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particular, it is necessary to pay special attention to the factors that promote the implementation 
of eco-innovations and those that hinder it.  
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Abstract: 
Application of agile management methods in modern day organizations, especially in 
emerging markets, raises the question of the placement of organizational culture. 
Conceptual approach to these agile methods, in form of a management of self-organization 
allows to specify the necessary conditions for a successful implementation of these methods 
in contemporary organizations. As is demonstrated in the article, to achieve that successful 
implementation within the companies using controlled self-organization organizational 
culture must reach a certain level of development, otherwise organization will face various 
obstacles during it’s transition to agile management methods.  
 
Keywords: Agile Management, Controlled Self-organization, Organizational culture  
  
Introduction  
The notion of controlled self-organization is derived from synergetics, in which managed 
complex systems in order to merge into new attractors – steady states and operating modes, is 
carried out in two ways. First way, is when the managed system is forcibly steered in some 
direction, and not necessarily suitable one for the system in question. Second way, when the 
controlling parameters, sui generis terms, are transformed in order to provide the evolution of 
managed system through self-organization towards a suitable attractor (for example, a point with 
a complete product, that satisfies client’s needs). Furthermore, if there are several such attractors, 
the manager is presented with an opportunity to choose the most desirable attractor out of the 
number of the ones available. By and large, the concept of controlled self-organization appears at 
the intersection of disciplines: synergetics, the new institutional economics plus strategic 
management, and suggests application of institutes, or “rules of the game”, as controlling 
parameters. In a sense, basics of this concept are being practiced actively in management of 
modern business.  

 
Main Part  
Recently, so-called agile methods, also based on self-organization, have become widespread in 
business practice worldwide. They include, per se, Agile (Beck, et al., 2001), a transfer of agile 
management methods by the projects during development of customized software 
for management of the organization in whole; Holacracy (Robertson, 2007), as a management 
technique supported by self-organization; and Teal organizations (Lalux, 2014).  

Conceptual approach to the agile methods of management allows to see these methods and 
their issue points from different angles. It should be particularly noted, that the self-organization, 
which lies at the core of parametric strategic management, appears through formation and 
development of horizontal communications between the members of an organization, and is 
conducted via exchange of property rights (authorities and duties) amongst them. Such 
interaction is common in, say, Teal organizations (according to Frederic Lalux’s classification) 
(Lalux, 2014). In actual practice such table-turning took place in, to provide an example, a 
Russian company called “Tsiferblat” (Russian for “Clock-face”) which has 
implemented Holacracy (Mitin, 2015).   

If we apply the conditions of successful parametric strategic concept to agile-methods then 
besides the self-organization we should require yet more two elements – targeting (goal-setting) 
and the use of the rules. In this regard, parametric strategic management concept allows to 
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methodologically substantiate, texturize and formalize different terms for an effective 
implementation of agile methods into real practice.  

To demonstrate such approach we shall refer to Robert’s organization management models 
concept (Roberts, 1999) and to spiral dynamic concept. Based on these concepts we can extract 
the terms (necessary conditions) for a successful implementation of parametric strategic 
management and agile management methods inside economic organizations. These terms are 
defined by requiring that an organization has gone through certain development stages, depicted 
along with their identifying features in a chronological order in the following table:   

  
Table: Isomorphic correspondence between management models according to Roberts and 
corporate culture development levels according to spiral dynamics. Obtained by author.  

  
Robert’s management models  Corporate culture according 

to spiral dynamics  
Identifying features  

Enterpreneurship  Culture of affiliation  Intuitive operating based on 
business ideas  

Content management  Culture of power  Manual control  
Behavior management  Culture of rules  Management application of 

rules of the game  
Management for development 
results  

Culture of success  Goal-setting  

Context management  Culture of agreement  Teamwork, self-organization  
  

So we can suppose that the triad of elements, which determines the possibility of 
incorporation of the parametric strategic management and agile management methods, is the 
following: «rules + goal-setting + teamwork». This set of conditions particularly indicates that an 
organization must form a corporate culture in order to make it possible to manage the self-
organization with the help of “rules of the game” within teams to achieve strategic target result – 
an attractor (for example, a point with a complete product, that satisfies client’s needs).  
  
Hypothesis formulation  
As we have identified, for a successful implementation of parametric strategic management and 
agile management methods inside an economic organization it must develop a certain corporate 
culture. In such regard, we hypothesize that in case of dissonance between a corporate culture 
and agile method properties introduced into an organization, it may resist such improvements.  
Hypothesis: corporate culture may become an obstacle for implementation of agile 
management methods  within an organization.  
  
To test the proposed hypothesis we shall turn to empirical studies.   
  
According to reports on the agile management methods status, provided by 
the VersionOne company [State of Agile, 2016; 2018], among the top-5 reasons for unsuccessful 
implementation of Agile projects within the company is the political and/or cultural 
noncompliance with Agile principles. Such results support our hypothesis.  
 
Conclusion  
The hypothesis represented in this article has been partially verified empirically and it can 
already be concluded, that agile-methods are more than able to prove relevance and practical 
significance of the controlled self-organization concept, and that concept, in return, allows to 
approach agile management methods at a more conscious level. The most 
common characteristics within concept and methods in question are: (1) rules of the game; (2) 
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goal-setting and (3) self-organization. And the role of the organizational is of noticeable 
importance.  
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Abstract:  
In the situation where the rapid adoption of CSR reporting practice is accompanied by 
troubling reporting quality and information asymmetry, stakeholders increasingly rely on 
third-party ratings to comprehend firms’ CSR disclosure quality. Drawing on the 
elaboration likelihood model, we illustrate that although firms increasingly enrich their 
CSR reports with new information, the mechanism of how third-party raters would 
perceive such engagement is mixed. While the form-based report comprehensiveness that 
extends a consistent gesture of stakeholder communication can trigger favorable 
evaluation. We further found that third-party ratings can be affected by firms’ contextual 
non-CSR information raters choose to bechmark firms’ reporting performance. The 
findings raise concerns for third-party assessment validity and accountability.   

  
Keywords: CSR Reporting Substantiveness, Third-party Rating, Report Modification, Report 
Comprehensiveness, Elaboration Likelihood Model  
  
Introduction  
Firms often talk favorably about their CSR engagement in CSR reports. It is curious that firms 
tend to cover similar content in their CSR reports despite the fact that some of them consistently 
implement claimed CSR policies and practices while some others only implement inconsistently 
(Crilly, Hansen, & Zollo, 2018). As firms increasingly position CSR reporting on a strategic 
level to seek differentiation by investing more resources to it, general stakeholders face 
mounting difficulties to scrutinize how substantive the firms’ disclosure is. Thus, the surge of 
external evaluation metrics held by third-party raters have gained particular importance to reduce 
such information asymmetry.   

However, can firms obtain competitive ratings if they input more resources to CSR 
reporting? Exiting studies found that third-party ratings tend to yield inconsistent results 
(Chatterji et al., 2016; Lin et al., 2017), which implies the existence of unclear mechanisms that 
would shape raters’ perception when processing firms' CSR information beyond the 
methodology of following strict evaluation processes.   

Developing from the elaboration likelihood model (ELM) in persuasion literature (Petty 
& Cacioppo, 1981), we propose that providing new information in content and being 
comprehensive in covering stakeholder interests in format work as two distinct information cues 
that may affect raters’ evaluation of the perceived reporting substantiveness quite differently. We 
also found that raters’ evaluation could be further influeced by firms’ contextual non-CSR 
information, such as market risk and media coverage.  

Our study furthers Chatterji (2016)’s by suggesting one possibility for the rating 
inconsistency that different types of CSR information would trigger raters’ different processing 
routes, which allow swift and favorable perception of the comprehensive format, while exert 
high cognitive elaboration accompanied by evaluation uncertainty when new information is 
present. A second mechanism is that raters’ judgment towards CSR information is significantly 
affected by firms’ non-CSR contextual information as well. Raters’ cognitive selection of the 
non-CSR information could also contribute to their inconsistent benchmarks of evaluation, 
which allows the possibility of subliminal deviation from the prescribed rating methodology. Our 
findings raise concerns about the validity of third-party assessment and accountability in CSR 
domain.   
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Theory and hypotheses 
The key argument of dual-process theory is that audiences’ judgments are not always based on 
effortful processing of relevant information. Sometimes, the judgments are based rather on 
processing heuristic cues. The specific dual-process theory of interest relevant to this study is the 
elaboration likelihood model (ELM). By ‘elaboration’ in a persuasion context, it refers to the 
extent to which a person thinks about the issue-relevant arguments contained in a message (Petty 
& Cacioppo,1986). ELM posits that attitude change can be caused by these two “routes” of 
influence, i.e., the central route and the peripheral route. The two routes differ in terms of the 
degree of cognitive information processing effort demanded by individuals. The central route 
requires a person to think critically about the merits and drawbacks of issue-relevant information 
in a message prior to forming an attitude. While the peripheral route involves less cognitive 
effort, as the audience judgments rely on cues rather than the issue-relevant information.   

The central route and peripheral route of cognitive processing can occur when the 
individual is experiencing different levels of motivation or ability to process the available 
information. When the individual is sufficiently motivated or capable to process, the 
central route will be exerted to process issue-relevant information. When the individual is less 
motivated or capable, the individual is more likely to make association with heuristic cue to 
make quick judgments without carefully scrutinizing the information through the peripheral 
route. 

  
Central route of cognitive processing and report modification  
A key source of elaboration motivation comes from personal relevance of available information 
about the attitude object. The task goal of third-party raters is to evaluate and compare firms’ 
CSR reporting performance based on the most recent information provided by participating 
firms. Prior studies also found that investors respond immediately to firms non-financial 
information disclosure (Bansal & Clelland, 2004). This also points to raters’ responsibilities of 
reacting to new non-financial information sensitively in order to meet their consumers’ 
information demands. The high relevance of report modification that brings new information 
increases raters’ motivation to elaborate.   

However, new information in CSR reports could be in different forms. It could be the 
expression of social committement, or the description of procuring environmental equipments, or 
to shift responsibilities of negative events. ELM explains that under the central route of 
processing, the argument quality of available information can affect audience’s judgements. 
Attitude formation is directly related to the quality or persuasive strength of arguments that are 
embedded in the message. With mixed messages, although the central route of elaboration is 
triggered, raters’ perceiption of the new information could be rather mixed.   

  
Peripheral route of cognitive processing and report comprehensiveness  
Firms increasingly enrich the format of CSR reporting as well. Upon coarse scanning, the 
impression of being comprehensive or unilatery in addressing stakeholders’ interests can quickly 
accrue to a conclusion without taking much cognitive efforts. According to ELM researchers, a 
typical peripheral cue is described by balance theory (Heider, 1958; Petty & Cacioppo, 
1981). Heider (1958) states that balance is a harmonious state in which all elements appear to be 
internally consistent to the individual, and balance is the most pleasant, desirable, stable and 
expected state of relationships among any set of elements. The balance status does not only exist 
in relationships among individuals, but also among different entities (Heider, 1958; Basil & 
Herr, 2006). Balance leads to a judgement of comforting to expectations and contributes to a 
sense of propriety (Cacioppo & Petty, 1981; Basil & Herr, 2006). Consequently, an audience has 
a strong tendency to maintain cognitive consistency when receiving persuasion messages. Thus,   
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Hypothesis 1: Firms’ CSR report comprehensiveness is positively related to raters’ evaluation of 
reporting substantiveness.  

An audience’s perception of an actor’s message can be influenced by how the audience and 
the actor define the environment or context of interactions (Gardner & Martinko, 1988). This 
points to the possibility that raters’ percetion can be subject to other non-CSR factors that 
potentially alter how they benchmark firms’ performance. First, we consider market risk as a key 
contextual factor, because non-financial information plays an increasingly critical role in stock 
market in the current of socially responsible investment (SRI). To use non-financial information 
for financial purposes is still a cornerstone of third-party raters’ business. Market risk is 
directly related to raters’ rating context because investors are a major group of consumers of 
their rating products.   

Market risk, or systematic risk, refers to the extent to which firm’s stock's return responds 
to movement of the average return on all stocks in the market (McAlister, Srinivasan, & Kim, 
2007). It reflects the financial position of a firm in the market (Beaver, Kettler, & Scholes, 
1970). When firms are of high market risk, their stock performance tends to be less stable and 
more vulnerable to external shocks. In this case, raters’ may perceive firms’ extra inputs to new 
CSR activities, with extention to CSR reporting, as instrumental and deliberate. Thus,      
Hypothesis 2a: Firms’ market risk can weaken the relationship between report modification and 
raters’ evaluation of reporting substantiveness.  

Second, audiences’ degree of familiarity tends to modify their cognition of comprehension 
and liking of the actor (Goffman, 1959; Harrison, 1977; Zajonc, 1968). We expect that raters’ 
prior familiarity with a firm can affect how they benchmark a firm’s CSR 
reporting substantiveness. Prior studies have shown that the media coverage can lead to more 
favorable attitudes towards firms via repeated exposure (Harrison, 1977; Hawkins & Hoch, 
1992; Pollock & Rindova, 2003; Zajonc, 1968) and reduced perceived riskiness (Heath 
& Tversky, 1991). Therefore,   
Hypothesis 2b: Firms’ media coverage strengthens the relationship between report 
comprehensiveness and raters’ evaluation of reporting substantiveness.   
  
Methodology 
The sample consists of listed firms in China from Shanghai Stock Exchange and Shenzhen Stock 
Exchange. The sample consisted of 387 firms with 1414 firm-year observations for 2010 to 2015 
period.   

Raters’ evaluation of CSR reporting substantiveness was operationalized as the rating 
accorded by RKS, a third-party rating agency in China that assesses of firms’ CSR 
reporting substantiveness and ESG performance (Marquis & Qian, 2014).  

Report modification measures the amount of new information disclosed every year by 
calculating the similarity index (Brown & Tucker, 2011).   

Report comprehensiveness measures the structure of communication in a multiple 
stakeholder environment. It is operationalized on the basis of the proportion of word count for 
each stakeholder statement in the CSR report.  

Market risk was measured by beta against all stocks’ performance in Shanghai and 
Shenzhen stock markets.   

Media coverage was measured by using search in Factiva to assign the number of news 
articles about a firm in a given year.  

We controlled for firm size, firm performance, state ownership, political connection, 
whether CSR reporting is voluntary, GRI reporting standard adoption, advertising intensity, firm 
reputation, foreign stakeholder, institutional development, and firm CSR performance.   

We used mixed-effects analysis, because CSR practice can significantly vary across 
industries and regions as well as within firms in different time periods. We wanted to account for 
both time-variant and invariant factors in the model.   
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Results  
Please refer to Table 2. We also conducted robustness checks and found the same results.   
  
Dusccussion and conclusion 

As predicted, we did not find significant relationship between report modification and 
favorable third-party rating. However, we did find that when firms are under high market risk, 
disclosing new CSR information can even be considered as a diversion behavior that decreases 
raters’ favorability. In a supplementary analysis, we showed that there was a downward trend 
over time in terms of the extent firms modifying their CSR reports in our data period (2010-
2015), which implies that firms increasingly emphasize on meeting the minimum requirements 
of publishing CSR reports by adopting boilerplate disclosure. Together the findings show that 
firms are weakly motivated to provide new information, suggesting a relatively symbolic 
interaction of CSR reporting mechanism in China.    

Firms’ displayed comprehensive structure of stakeholder communication can favorably 
persuade raters that their reporting is more substantive than firms who have a reporting focus 
. Under such a positive reinforcing interaction between firms and raters, firms could be 
encouraged to overemphasize on the comprehensive format of writing instead of disclosing new 
information. We also found that when evaluating two CSR reports that are equally 
comprehensive, raters tend to give a higher rating to the firm to which they are exposed to more 
frequently through news media. Another interesting aspect of this finding is that we only 
examined the volume of media coverage which does not specify the ratio of positive versus 
negative news media coverage. It appears that exposure yields a positive influence on CSR 
ratings anyway.  

Chatterji et al.’s (2016) findings question the validity of third-party CSR ratings. It is time 
to understand the possible sources of invalidity and how the invalidity influences the rating 
outcomes. Our findings suggest that despite CSR raters’ claims regarding consistent and 
objective methodologies, raters’ cognitive judgements can be influenced by firms non-
CSR information.This study calls for more transparent rating processes and rigorous validation 
of third-party ratings. The study also suggests that users of CSR ratings should exercise caution 
when interpreting CSR rating results. 
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TABLE 1. Descriptive statistics and correlations  
Variables  Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
 (1) Reporting substantiveness  35.750 9.190           
 (2) Report modification  0.413 0.168 0.042          

 (3) Report comprehensiveness  0.754 0.150 0.507*** 0.157***         
 (4) Market risk  1.127 0.249 0.017 0.056* -0.030        
 (5) Media coverage  4.256 1.052 0.174*** 0.081** 0.084** 0.011       

(6) Firm size  22.630 1.200 0.300*** 0.118*** 0.179*** 0.032 0.354***      
 (7) Firm performance  0.430 6.384 0.015 0.060* 0.107*** -0.116*** 0.095*** 0.040     
 (8) State ownership  0.744 0.437 0.175*** 0.117*** 0.060* 0.018 -0.029 0.201*** -0.100***    

(9) Political connection  0.182 0.386 0.031 0.009 0.063* -0035 -0.002 0.059* 0.046 0.009   
 (10) Voluntary reporting  0.220 0.414 -0.086** -0.050  -0.025  -0.051 -0.038 -0.248*** -0.084** -0.166*** -0.043  
 (11) GRI adoption  0.109 0.312 0.318*** 0.027 0.187*** -0.036 0.151*** 0.203*** 0.039 0.065* -0.001 -0.071** 
 (12) Advertising intensity  0.136 0.582 0.094*** 0.004 0.059* 0.098*** -0.001 -0.240*** 0.003 -0.186*** 0.008 0.028 
 (13) Firm reputation  0.151 0.359 0.138*** 0.123*** 0.101*** 0.007 0.258*** 0.467*** 0.040 0.035 0.041 -0.139*** 
 (14) Foreign stakeholder  0.008 0.092 0.010 0.036 -0.024 -0.014 0.123*** 0.123*** 0.017 0.054* 0.036 -0.012 
 (15) Institutional development  5.439 2.378 0.161*** -0.026 0.083** -0.008 -0.027 0.126*** 0.006 0.035 0.074*** -0.068* 

(16) CSR performance  48.738 20.751 -0.047 0.101*** 0.091*** -0.092*** 0.021 0.041 0.352*** 0.022 0.017 -0.088*** 
 (17) Industry type  2.688 3.695 -0.018 0.034 0.066* -0.110*** -0.051 0.127*** 0.015 0.061* -0.056* -0.046 
   
  
        

  (11) (12) （13） （14） （15） (16) 

 (12) Advertising intensity  -0.005      

(13) Firm reputation  0.188*** -0.067*     

 (14) Foreign stakeholder  0.017 -0.007 0.133***    
 (15) Institutional development  0.088*** 0.116*** 0.007 0.036   
(16) CSR performance  0.080** -0.155*** 0.044 0.071** -0.062*  
 (17) Industry type  0.037 -0.228*** -0.117*** -0.028 0.157*** 0.097*** 
 
Note: *p<.05, **p<.01, ***p<.001. Number of observations=1,414 (firms=387).  
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TABLE 2. Results of mixed-effects analysis predicting reporting substantiveness based on CSR report modification and comprehensiveness  
CSR rating  (1)    (2)    (3)    (4)    (5)    (6)    
Firm size  1.44***  (0.23)  1.01***  (0.20)  1.01***  (0.20)  1.02***  (0.20)  0.95***  (0.21)  0.96***  (0.21)  
Firm performance  0.06+  (0.03)  0.02  (0.03)  0.02  (0.03)  0.03  (0.03)  0.02  (0.03)  0.02  (0.03)  
Voluntary reporting  0.45  (0.52)  -0.13  (0.46)  -0.14  (0.46)  -0.09  (0.46)  -0.18  (0.46)  -0.13  (0.46)  
GRI adoption  9.54***  (0.68)  8.25***  (0.62)  8.20***  (0.62)  8.25***  (0.61)  8.13***  (0.62)  8.12***  (0.62)  
Advertising intensity  -0.43  (0.36)  -0.49  (0.32)  -0.48  (0.32)  -0.50  (0.32)  -0.48  (0.32)  -0.49  (0.32)  
Firm reputation  -0.07  (0.69)  -0.03  (0.62)  -0.00  (0.62)  0.08  (0.62)  0.02  (0.62)  0.13  (0.62)  
Foreign stakeholder  -2.99  (2.23)  -0.70  (2.01)  -0.88  (2.01)  -0.89  (2.00)  -0.68  (2.01)  -0.87  (2.00)  
Institutional development   0.11  (0.10)  0.08  (0.09)  0.07  (0.09)  0.09  (0.09)  0.07  (0.09)  0.09  (0.09)  
CSR performance  0.05**  (0.02)  0.03+  (0.01)  0.03+  (0.01)  0.03*  (0.01)  0.03+  (0.01)  0.03*  (0.01)  
Report modification      1.08  (1.14)  1.31  (1.14)  0.89  (1.14)  1.10  (1.13)  0.90  (1.13)  
Report comprehensiveness      23.25***  (1.26)  23.84***  (1.31)  23.18***  (1.26)  23.28***  (1.26)  23.20***  (1.25)  
Modification* Comprehensiveness         11.39  (7.10)              
Market risk              0.49  (0.81)      0.59  (0.81)  
Modification*   
Market risk              -12.57**  (4.65)      -12.70**  (4.63)  

Media coverage                  0.09  (0.19)  0.09  (0.19)  
Comprehensiveness*   
media coverage                  3.69**  (1.28)  3.82**  (1.27)  

                          
State ownership  Yes  
Industry type  Yes  
Year-effects  Yes  
Constant  -4.79*  (5.16)  -11.92**  (4.60)  6.04  (4.62)  -11.59*  (4.58)  6.76  (4.73)  7.06  (4.70)  
Likelihood ratio test       0.000   0.109   0.008   0.015   0.001   
Firm-year observations  1414  
Number of firms  387  
 
  
 Note: Standard errors in parentheses. +p<.1, *p<.05, **p<.01, ***p<.001, Two-tailed tests of significance.  
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Abstract: 
The article investigates the problem of assessing the corporate sustainability (CS) of 
mining, oil and gas companies in the mineral resource sector of Russia, in particular, paper 
discusses the justification of indicators for the assessment methodology based on the three-
pronged approach to sustainable development (SD). It was concluded that there is the 
insufficiency of indicators in a number of known methodologies, it was also proved that it is 
necessary to take into account the specifics of the CS assessment in the field of mining and 
processing of mineral raw materials because of the long-term nature of the activities, 
anthropogenic impact, use of mineral assets that belong to the society and are of value to it 
and also because of social significance of mining, oil and gas companies in the regions of 
presence. The paper suggests the author's methodology for assessing corporate 
sustainability based on the stakeholder approach and the concept of SD. 6 largest oil and 
gas companies in Russia were selected as the object of research, on which example the 
developed methodology was tested.  
  
Keywords: Corporate Sustainability, Corporate Social Responsibility, Mining Companies, 
Economic Results, Environmental Impact, Stakeholders  
  
Introduction  
Mining, oil and gas companies have a significant impact on the environment, the development of 
the territories of their presence and social processes, create economic results for society. Thus, 
the share of mineral extraction in the GDP of the Russian Federation for 2019 was 12.6% 
(excluding manufacturing), oil and gas revenues in the budget accounted for about 42%. In this 
connection, we can say that the corporate sustainability (CS) of mining companies becomes 
the foundation of sustainable development of society and the national economy. This is 
especially relevant for countries with resource-based economies, , among which is Russia 
according to the generally accepted criterion – the generation more than 10% of GDP from 
mining revenues and the share of natural resources in exports – more than 40% [1].  

Despite the exponential growth of publications, there is no single definition of CS. The 
concepts of corporate social responsibility (CSR) and CS are often confused, sometimes CS is 
replaced only by environmental sustainability or is reduced only to economic indicators. The 
issue of revealing the connection between CS and sustainable development at the macro level 
remains unresolved [4].  

In this paper, considering the identified features of mining, oil and gas companies, the 
author developed a methodology for assessing the corporate sustainability of companies in the 
mineral sector.  
  
Interpretations of CS  
Attention to various aspects of corporate sustainability has been paying in the scientific 
literature for three decades. Most definitions [3, 5] reflect this concept as the implementation of 
SD principles at the micro level. At the same time, there are difficulties in distinguishing 
this notion from the longer-evolving concept of CSR. Indeed, in foreign scientific literature, you 
can find different views of CS: in the meaning synonymous with CSR, not synonymous with 
CSR; where CSR is considered as a factor in achieving the goal.  
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In this paper, the main characteristic and distinctive features of the CS and CSR (based on 
the stakeholder approach) were set out.  

The categories can be distinguished by time frame: CS implies long-term goals for the 
company's development, CSR – current (short-term) needs of stakeholders. In terms of 
the concept specifics, CS depends on institutional capabilities and limitations, also belonging to a 
particular industry plays a role; CSR depends on the specific requirements of stakeholders. In 
terms of coverage of SD spheres, the initial CS focus is the economic component, the 
environmental and social spheres have the equal importance in relation to each other; CSR has a 
greater focus on social issues and environmental well-being [6].  

So we can say that corporate sustainability is the goal of the company's development, long-
term, strategic development, in which the main basis is still economic results that entail both 
beneficial social and environmental impacts.  
  
Main methods of assessment CS  
There are about 150-200 ratings and indices of CS in the world practice, which differ in their 
thematic coverage, in the composition of indicators and evaluation criteria.  

Examples of international methods are the RobecoSAM CS rating (based 
on questionnaire of companies in three areas of SD and peer review; takes into account the 
industry factor; there are risks of the unreliability of polls), Global 100 Index Corporate Knights 
(comparison companies on KPIs for specific sectors of the economy for 3 areas of SD), 
Bloomberg ESG Index (calculation of 3 indices for ESG aspects and general SD index; takes 
into account the industry factor), GRI standards (reporting system, coverage of 3 areas of 
SD; direct and indirect impacts are considered as well as industry specifics), etc. [2, 7]  

In a Russian context the methodology of the Russian Union of Industrialists 
and Entrepreneurs (RUIE) can be highlighted. It can be described as an adapted version of the 
GRI methodology for Russia. The main indicators in the RUIE approach are aimed more at 
evaluating results in the social sphere.  
  
Research method  
The development of the methodology for assessing the corporate sustainability of mining, oil and 
gas companies included the following steps:  

1) Analysis and systematization of CS assessment methodologies in purpose 
to identify limitations and opportunities for their application for companies in mineral sector.  

2) Development of the CS assessment methodology for mining companies to determine the 
achieved level and dynamics of CS indicators regarding the target industry indicators.  

3) Assessment of the largest Russian oil and gas companies using the developed 
methodology; analysis of the results of the CS.  

As a result, there was formed a set of indicators, distributed in three groups (taking into 
account the specifics of the oil and gas sector):  

 economic: average product profitability, revenue, availability of mineral 
assets (years);  

 social: LTIFR, costs of local community support, costs and 
investments into environmental protection;  

 environmental: water consumption per unit of production/activity, mass of waste 
generated.  

The method involves the formation of aggregated indicators with equal weights (the 
obtained values for the comparability of different units of measurement are converted into 
points) for each group separately and in the aggregate. The methodology also takes into account 
the company's position in relation to competitors in the industry. Indicators are considered both 
statically and dynamically.  
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Empirical results and conclusions  
The choice to oil and gas companies was also made due to the possibility of using high-quality 
secondary sources and the availability of information.  

There were analyzed indicators for the period 2014-2018 of such companies as 
PJSC Rosneft, PJSC Gazprom, PJSC NOVATEK, PJSC Tatneft, PJSC LUKOIL, and 
PJSC Surgutneftegaz.  

The leading position in terms of static values, based on the assessment, is occupied by 
PJSC Gazprom with a margin of about 28% from its closest competitor (in terms of points).  

The maximum number of points the company has in the social component, which can be 
correlated with the scale of implemented social programs and joint activities with the state.  

Of course, the method requires further work. For example, it would be good to consider the 
issue of weighting factors of indicators, possibly, in the direction for the formation of a 
mechanism for mutual influence of spheres (for example, PJSC Gazprom with 29 
points in social sphere has only 1.7 points for the environmental component, which means 
unstable development).  

In terms of dynamics, the most effective activity was performed by PJSC NOVATEK, 
followed by PJSC Rosneft.  

This methodology can be used at this stage by economic subjects in mineral sector as a tool 
for benchmarking between companies in whole and for individual components in statics and in 
progress. An interesting feature of the methodology is the evaluation of the company's 
performance in comparison with other representatives of the industry, which indirectly 
characterizes its competitiveness.  

  
The reported study was funded by RFBR and MCESSM according to the research project №19-
510-44013\19  
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Abstract:  
This paper investigates the process and challenges of achieving zero landfill waste in an 
Indian automotive company as part of its circular economy initiative. Using an exploratory 
case study for an emerging phenomenon, it identifies several challenges in achieving 
circular economy in a factory setting: socio-cultural, technical and regulatory. Companies 
can move to a zero waste scenario by following a management process that includes policy 
formulation, documentation, measurement and sharing. The cultural 
and behavioural aspects of workers play an important role in determining the success of 
such initiatives. Both in-company innovations as well as innovation with value chain 
partners are required for sustainable waste management in a circular economy.   
  
Keywords: Waste Management, Circular Economy, Sustainability  
 
Introduction  
Circular Economy concepts are increasingly adopted for their role in achieving the Sustainable 
Development Goals. The 3R concept, reduce- reuse-recycle, has become well known for their 
ability to conserve scarce natural resources. Waste management has been studied extensively in 
the last two decades given its potential to retain and restore natural resources. Waste is managed 
at different levels. Globally, developed countries are known to export/dump their waste to 
developing countries. Within national boundaries waste is managed as per existing rules 
wherever they exist. National policies are primarily targeted at industrial waste at regional and 
city levels. Municipalities play an important role in waste management. Within cities, factories 
are a key source of industrial waste. Manufacturing industry thus plays a key role in achievement 
of circular economy through their waste management systems and processes. Yet, not much is 
known about the challenges of implementing circular economy at different types of 
organizations across geographies.   

In 2019, India was the 5th largest auto market, 7th largest manufacturer of commercial 
vehicles and expected to be the third largest passenger vehicle market by 2021 (IBEF, 2020). 
This was driven by a steady increase in consumption demand as well as several initiatives by the 
Government to promote domestic manufacturing. As of October 2020, the Government was also 
considering several sustainability initiatives in the mobility sector including promotion of 
electric vehicles and a vehicle scrappage policy that would encourage owners of vehicles more 
than 15 years old to exchange their vehicles for new ones. The government also brought in 
progressive regulations in waste management. For example, at the city or regional level it 
promoted cleaner cities through its ‘Swachh Bharat’ initiative that focussed smart 
city and  community participation for solid waste management. At the production level, it 
formulated the Expended Producer Responsibility norms that encouraged development of a 
recycling eco-system including formation of recycling companies. However, not much is known 
what issues and challenges Indian manufacturing companies face in managing their waste and 
achieving a zero-waste status. This paper explores one such initiative at one of the largest 
automotive companies in India that was first in achieving a global zero landfill waste 
certification in the country. Preliminary findings point towards several types of challenges-
 behavioural, cultural, technical and regulatory and steps taken to address such challenges.  

  
Review of literature  
At the regional levels, municipalities often adopt waste management models depending on cost 
benefit analysis and life cycle assessment (Morrissey & Browne, 2004). Such models require 
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participation of stakeholders (Joseph, 2006). In the Asian context, like in other areas, there are 
four drivers of sustainable waste management: human, economic, institutional and 
environmental. The nature of such drivers depends on the context that shapes policy 
(Agamuthu et al, 2009). In the Egyptian context, Allahoui et al (2015) have explored the 
framework for a sustainable waste management system.  

Manufacturing industry and thus factories play a key role in resource selection, usage and 
its end-of-life disposal. Operations, facilities and buildings create their own ecology in such 
resource flows (Despeisse et al, 2012). One needs to look at such resource and energy flows 
from a systemic perspective and consider the feedback loops and leverage points in such systems 
(Seadon, 2010). Usapein and Chavalparit (2014) have found that the 3R approach could reduce 
waste by 33.88% in a factory setting in Thailand. Use of waste as fuel or alternative raw material 
has been another area of study in waste management. Some, like Usin et al (2013) have 
considered how the municipal waste can feed into specific industries like cement, creating an 
industrial symbiosis. However, the nature of industry drives the quality and quantity of waste 
and subsequent disposal strategies. Also the country regulatory context influences the choices of 
waste disposal.  

The idea of Circular Economy (CE) has gained considerable traction in recent years as a 
way to achieve the Sustainable Development Goals. CE helps in preservation of valuable and 
finite resources (Stahel, 2016). It is based on the principle of reduce-reuse-recycle that promotes 
full usage of a resource to the extent possible. If waste can be reduced/reused/recycled, demand 
for fresh resources can be reduced. Thus waste management forms an integral part of CE. It has 
been studied at several levels: continental, country, city and industry (Ali et al, 
2019; Malinauskaite et al, 2017; Nelles, 2016; Mahpour, 2018; Yadav et al, 2020). However, 
much of the literature focusses on the technical side of  CE and waste management. Factory level 
studies in large industries of emerging economies are relatively few.  This paper fills the gap by 
providing a grounded theory based case study approach to study the challenges of implementing 
a zero-waste initiative in one of the largest automotive companies in India.  

 
Method  
Factory level zero landfill waste discharge system is an emerging phenomenon in India and 
hence this exploratory, qualitative study uses the case methodology appropriate for such settings 
(Miles & Huberman, 1994). A contemporary phenomenon like circular economy and waste 
management is suitable for the case approach (Yin, 2003, p. 13-14). Since zero-waste factories 
are a novel phenomenon in India our context justifies use of the case method as research and 
theory development are at their early stages ( Benbasat et al, 1987, p. 369).  

Data for this paper was collected in multiple phases. The author visited company 
headquarters and then the factory for an extended period of time, observing the operations 
including the zero-waste initiatives. Interviews were conducted with the corporate executive 
team, the factory in charge as well as the supply chain executives responsible for the 
certification. Interviews were recorded, transcribed and manually coded for themes.   

 
Case  
The company studied is one of the top five vehicle manufacturers in India, having a long 
standing commitment to corporate social responsibility and sustainability. The company agreed 
to go for an international zero-waste to landfill certification and aimed to be the first 
Indian manufacturing company to do so. The corporate sustainability group decided to 
implement the certification at its largest factory, manufacturing some of the best-selling sports 
utility vehicles in India. Given the company’s ongoing effort to be sustainable, 98% of the 
factory was treated and only 2% of the waste was sent to landfill. A large part of this waste was 
considered hazardous by the regulators. Both production and non-production related waste could 
be classified as hazardous or non-hazardous depending on their nature. Examples of non-
hazardous waste include office stationery, food waste from the cafeteria etc. Hazardous waste 
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contained toxic materials and had to follow the disposal norms of the government which did not 
have a circular economy perspective. Examples of hazardous waste included chemical stained 
gloves of shop floor workers or grinding waste from the engine manufacturing plant. Reduction 
of both non-hazardous and hazardous waste production was the key to achieving a zero waste 
status.  

 
Findings   
The production related hazardous wastes had to be reduced/ reused and also comply with 
regulations. Innovation played a key role in achieving this. Successive in-company innovations 
included attempts to converting the waste to paver blocks, construction materials, raw material 
for clay brick manufacturing and as baking media production process. The innovations could not 
be introduced as some of them did not achieve expected material qualities (paver blocks) and 
others were rejected by local regulators (construction material). When none of the innovations 
worked for several reasons, the company moved to attempt reducing the waste at its source. 
Finally, the company outsourced this innovation to a local vendor who had the technology for 
waste recycling and recover the metal and oil from it. This final step received the approval of the 
regulator.  

Gloves used by workers posed a particularly tricky problem to solve. The workers used to 
be given white gloves for each production shift and used gloves, considered hazardous waste, 
were sent to landfill. The proposal of re-using washed gloves was rejected by the workers’ union. 
Finally, the colour of the gloves was changed and workers could be convinced to try them as an 
option. Over a period of time most workers shifted to the new system  

The non-hazardous waste management followed the company’s 5R approach: reduce, 
reuse, recycle, refuse and rotten. The last step involved sending materials to the landfill. Some 
waste material like used tyres was used to make furniture. Food waste in the cafeteria became 
raw material for a bio-gas plant that provided fuel to the cafeteria kitchen. Packaging of auto-
components constituted a major part of the non-hazardous waste and this was controlled by the 
company’s 200+ suppliers. Here again, external collaboration with a company helped in 
introducing modular, re-usable packaging. Suppliers were convinced to change their packaging. 
They were trained to use the new packaging with success.   

  
Discussion  
Circular Economy and waste management are closely interlinked. For manufacturing industry, 
achieving zero waste is not only about a certification but also possible alignment of such 
initiatives with other factory level projects. Circular factories require innovation across their own 
value chains. The success of the company’s zero landfill certification projects has lessons at 
several levels. Corporate level leadership in sustainability added to serendipity (fire at a large 
landfill where the company was located) in the often lead to new sustainability initiatives like the 
one studied in this paper. Test sites are chosen based on their significance to the group. At the 
factory level, leadership team drives circular economy and waste management initiatives which 
are implemented by cross functional teams. The actual success of such initiatives has a socio-
cultural, technical and regulatory angle that needs to be considered by future adopters. One can 
find several steps in achieving a circular economy oriented zero waste management in a factory: 
a) designing a policy at the factory level, b) documentation of management processes 
and sharing them, c) having a waste management information system that starts with waste 
classification, d) creating a tracking system. Innovation is essential for circular economy and 
waste management. Both in-company (blue gloves) and open innovation across value chain (new 
packaging by suppliers) played a role in the success of the company. However, the success of the 
innovation is mediated by the regulatory standards, regulator’s willingness to accept new 
changes and the cultural and behavioural pattern of workers.  
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Conclusion 
Sustainable waste management and circular economy in the manufacturing industry will play a 
key role in the sustainability initiatives of developing countries and industrial regions/cities in 
such countries. The resource intensive manufacturing industry will play a key role in sustainable 
waste management, circular economy implementation and achievement of sustainable 
development goals. Success of factory level initiatives will depend on innovation and 
anticipation of social and regulatory roadblocks. However, such initiatives need to be scaled up 
both across regions and across sectors through knowledge sharing if countries want to achieve 
their sustainability goals.  
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Abstract:   
This article reviews the existing academic literature on the antecedents (i.e. drivers and 
contextual aspects) of company engagement in private governance with the aim of 
structuring this deeply fragmented field of research. Scholars in many different disciplines 
have investigated this phenomenon and the resulting heterogeneity in theoretical 
underpinnings, research approaches, terminologies and concepts makes it difficult to attain 
a comprehensive overview of what is known about the antecedents of company engagement 
in private governance. This systematic review covers private governance research in 
disciplines such as management studies, economics, political science, law, organization 
studies, and business ethics. It provides management scholars with an accessible overview 
of this topic, shows paths towards a comprehensive perspective on company engagement in 
private governance, furthers our understanding of the mechanisms by suggesting a 
preliminary model of the antecedents, and helps the field move towards an integrated 
theoretical perspective on company engagement in private governance.  
  
Keywords: Industry Self-regulation, Nonmarket Strategy, Political Corporate Social 
Responsibility, Private Governance, Private Regulation  
  
Introduction  
Discussions of the political role and responsibilities of business have recently emerged in various 
academic fields and sub-fields, including business ethics (de Bakker, Rasche, & Ponte, 2019; de 
George, 2005; Scherer & Palazzo, 2011; Scherer, Palazzo, & Baumann, 2006), political 
science (Auld et al., 2009; Pattberg, 2005), organization studies (Greenwood, Hinings, & 
Whetten, 2014; Lenox, 2006; Reinecke & Donaghey, 2015), nonmarket strategy (Frynas & 
Stephens, 2015; Lyon, 2018), and legal studies (Bakan, 2015; Engert, 2010). A substantial part 
of this growing literature has focused on the role of companies in creating or co-creating their 
own rules of the game, i.e., “private governance”. We consider a systematic review on company 
engagement in private governance to be highly relevant for two reasons: first, we have witnessed 
a substantial rise in interdisciplinary interest in the phenomenon throughout the past two decades 
that led to a deep fragmentation of the field. We argue that now is an appropriate time to take 
stock and discuss how the research field can move ahead. Second, a review of the antecedents of 
private governance is important for the larger scholarly discourse on the political role of 
business.  

  
With this article, we aim to answer the following research question by means of a systematic 
literature review: What are the antecedents of company engagement in private governance 
according to the extant literature? As antecedents we understand the drivers of company 
engagement in private governance as well as their contextual aspects. Thus, we ask: what are the 
drivers that are provided in the academic literature for companies to engage in the formation of 
private governance to address environmental, social or ethical aspects? What contextual aspects 
can be identified in the existing literature that facilitate or hinder company engagement in 
private governance?   
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Main body of the paper 
Against this backdrop, and in order to advance management scholarship on private governance, 
we systematically identify and analyze the existing literature on the antecedents of company 
engagement in private governance. Building on this, we structure the burgeoning field by 
discussing the antecedents of company engagement in private governance, suggesting a synthesis 
of the existing literature by theorizing about mechanisms, reflecting on the theoretical 
underpinnings of the extant research, and making suggestions for future research.   

In doing so, we aim to make three main contributions to management scholarship in 
general and to the research on private governance in particular. First, we provide the 
first systematic review and discussion of the literature on the antecedents of company 
engagement in private governance, assuming an integrative perspective and taking into account a 
very broad range of literature from different academic fields and sub-fields, thereby paving the 
way for more interdisciplinary scholarship on private governance. Second, and building upon our 
systematic analysis of the extant literature, we make a theoretical contribution by proposing a 
preliminary model of the antecedents of company engagement in private governance that 
visualizes the core mechanisms behind company engagement and thereby helps further our 
understanding of how private governance emerges. Third, we provide an analysis of remaining 
gaps and imbalances in the extant literature focusing on the antecedents of company engagement 
private governance, which provides the basis for our extensive suggestions for future research.   
  
Method (including sample and measures description)  
For this literature review we adopted the approach as described by Denyer and Tranfield (2009). 
We systematically reviewed journal articles, books, and book chapters listed in two scientific 
databases – Web of Science and Scopus. After screening and filtering, the relevant publications 
(N=96) were analyzed through qualitative content analysis using Atlas.ti. Through this process, 
we built an analytical framework of the antecedents (i.e. drivers and contextual factors) of 
company engagement in private governance.  
  
Empirical results and conclusions  
We were able to identify four main categories of drivers for company engagement in private 
governance in the extant literature: reputation-associated, regulation-associated, risk-associated, 
and opportunity-associated drivers. Within these categories, we made an analytical distinction 
between instances where companies reacted to outside pressure (“ex-post”) and those where 
companies engaged in private governance on their own initiative (“ex-ante”). In addition to the 
drivers, we could identify relevant contextual aspects that might have the capacity to facilitate or 
hinder company engagement in private governance and have grouped them at the 
macro, meso and micro level. Based on this, we suggest a preliminary model of the antecedents  
of company engagement in private governance.  

In addition to this, our review allowed us to identify several blank spots and imbalances in 
the existing literature: terminological confusions, a lack of multi-level empirical investigations, 
little research on the micro level (i.e. the role of individuals), an imbalance regarding the 
attention on private governance initiatives (some have been studied much more than others), and 
an inherent business-case bias resulting from the selection of cases.  

Based on our preliminary model and the gaps and imbalances we have identified, we make 
extensive suggestions for future research.  
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Abstract:   
This paper investigates the main trends occurring at a global level with regard to business 
strategies and practices to respond to ocean sustainability challenges in a large sample of 
1,664 companies distributed across 16 industrial sectors, both ocean and non-ocean related. 
After knowing the scale of this economy and its direct and indirect pressures on the ocean, 
we found that with data of 2019 although sixty percent of all the companies analyzed (970 
companies) had commitment to at least one Sustainable Development Goal-SDG and 
interest in ocean issues is growing, only seven percent (113 companies) reported on SDG14 
“Life Below Water”; the number increased to 20% when reporting just on companies in 
the ocean economy. According to our findings, 51% of companies are aware, albeit to 
varying degrees, of the potential pressures of their industries on the ocean, and 44% of 
them deploy some kind of mitigating activities. To unlock awareness and activation a 
”Business In Nature” vision is recommended.  
 
Keywords: Ocean Economy, Sustainable Development Goals, Awareness, Activation 
 
Introduction  
Humanity depends deeply of Ocean’s Health. The ocean is our planet’s largest life-support 
system; it covers 71% of the Earth’s surface, contain approximately 97% of the available water, 
and generate about 50% of the oxygen we breathe. The ocean is inextricably linked to the 
climate system through the global exchange of water, energy and carbon, contributing to the 
regulation of the earth’s climate and provides a large range of ecosystem services that benefit 
directly or indirectly our societies. A healthy and productive ocean is the basic consideration 
addressed in the Sustainable Development Goal 14 (SDG-14; -Live Below Water-) by United 
Nations. The goal of SDG-14 is to conserve and sustainably use the world’s oceans, seas and 
marine resources for sustainable development. Achieving this goal will require a lot of effort by 
everyone working on two main realities. On one hand, we need to rebuild marine-life support 
systems, today largely degraded. It has been said that recovery rates across studies suggest that 
substantial recovery of the abundance, structure and function of marine life could be achieved by 
2050, if major pressures, including climate change, are mitigated (Duarte et al., 2020). However, 
on the other hand, the demand for ocean resources continues to grow and as land-based sources 
decline, expectations for the ocean as an engine of human development for food, materials and 
space will be increasing in a near future (Jouffray et al., 2020). Without any doubt, preserving 
the health of marine and coastal ecosystems is paramount due to all these irreplaceable benefits 
that they provide, and a challenge is widely open in front of us between conservation and use. On 
2017, the One Ocean Foundation-OOF (www.1ocean.org ) initiated a multi-year research project 
to analyze the pressures exerted by business on the marine ecosystem with the final aim to 
understand its level of commitment on the preservation of the health of marine and coastal 
ecosystems. Here, we present some results of a global analysis carried out on a large sample of 
companies by: a) valuing the present ocean economy, b) assessing direct and indirect industrial 
pressures on ocean health using the European Union (EU) Good Environmental Status (18) as a 
reference framework (MSFD, 2008; Long, 2011,. c) evaluating businesses’ commitment to SDG 
14 to other SDGs and finally, d) analyzing ocean-related awareness and activation strategies and 
disclosure practices on the sampled companies that could facilitate the reduction of pressures on 
the marine and coastal domains. OOF is aimed to help to drive business transformation from 
the present ocean economy into a blue sustainable economy as well as to reduce indirect 
pressures coming into the ocean.  
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Method  
A large sample of 1,664 companies -626 directly working on the ocean economy- accounting for 
around 50% of the world’s market capitalization and distributed across 17 industrial sectors was 
assessed in this research. Direct pressures were related to the present ocean economy through 
seven established sectors: coastal tourism, commercial fishing, industrial aquaculture, 
shipbuilding and ship maintenance, offshore oil and gas extraction, port activities, shipping and 
maritime transport, as well as four emerging and innovative sectors: marine renewable energy 
(including offshore wind and ocean energy), seabed mining, desalination and blue bio economy 
(genetic and medical resources). In addition to these direct pressures, many other land-based 
industries have indirect pressures and were also evaluated. Altogether, those industries,  
transform the structural and functional states of marine and coastal ecosystems as well as alter 
the provision of their ecosystem good and services.  
The analysis was carried out using the Driver-Pressure-State-Welfare-Response (DPSWR) 
environmental accountable framework to introduce a common social-ecological language that 
allow mutual interconnectedness to work on aspirational objectives and targets for ocean’s 
health. According to the DPSWR approach and taking the global ocean as a boundary 
delimitation for the social-ecological system under analysis, social sub-systems (industrial 
sectors and their activities), are <drivers> of change (D). They put <pressure> (P) on the natural 
sub-systems, (structural units and their functions in nature) that can alter their <states> (S) 
because of these pressures. This process, in turn, can translate into the degradation of 
fundamental natural resources used by humans (natural goods and ecosystem services), thus 
diminishing the benefits for human <welfare> (W). The acknowledgement of such process of 
degradation should induce humans to develop adequate <responses> (R), for example policies 
and innovative solutions, that can address the ecological problems, reducing pressures and 
helping to restore social-ecological system resilience.  
This study was based on primary and secondary data and information, collected, analyzed and 
elaborated through qualitative and quantitative research methods.  

An extensive review was carried out to assess the annual economic value of the global 
ocean economy <drivers> measured in terms of the ocean economy sectors’ contribution to 
economic output and employment departing from UN-UNDESA (2017).  

A panel of 56 natural and social scientists with different natural-sciences backgrounds 
from leading research institutes and universities across Europe, North and South America and 
Australia was surveyed to collect ocean experts' opinions about the relevance of the <pressures> 
exerted by the industrial sectors on the GES descriptors. A surveyed questionnaire relating the 17 
industrial sectors investigated against the 11 descriptors of the EU-MSFD Directive (MSFD, 
2008) was carried out following a 7-point Likert scale (an upgrade to the classical 5-point scale) 
(Likert, 1932).  

The <states> (S)” element was not directly evaluated in our research, rather we used of 
the European Union (EU) Good Environmental State (GES) (MSFD, 2008) framework for the 
analysis, an EU regulatory framework raised to protect the marine environment across Europe 
that it is based on 11 environmental descriptors. Although GES has only been introduced as a 
mandatory requirement within the boundaries of the EU, this approach could be applied to 
all coastal states. Achieving GES is the key target of marine environmental policy and should be 
considered the desired vision for the future of the world marine waters.  

Companies’ dependence on the natural sub-systems <welfare> and <responses> was 
analyzed using the sustainability reports published in 2019 in a sample of 1,664 companies 
provided by the Datamaran company; an analysis from these reports was carried out through 
Natural Language Processing and Lexicometry using different variables (Jain et al., 2018). 
 
 
 
 



 

45 
 

Empirical results and conclusions  
Drivers-Pressures assessment  
Using world data of 2017, the global ocean economy measured in terms of the ocean economy 
sectors’ contribution to economic output and employment was significant. It accounted for 
estimated annual revenues of $5.2 trillion, gross value added (GVA) of $2.6 trillion and 
generated employment for 168 million people. Each of the world’s oceans (i.e. the Atlantic 
Ocean, Arctic Ocean, Indian Ocean, Pacific Ocean and Southern Ocean, as defined by 
International Hydrographic Organization (IHO)) has its own specificities. In 2017, the Atlantic 
and Pacific oceans generated almost $1.8 trillion of GVA; this represents 70% of the overall 
global ocean economy value added; while in terms of employment, the Pacific Ocean has the 
largest share with 82.2 million employees (49% of the World Ocean total), followed by the 
Indian (27.2%) and Atlantic (20.9%) oceans. According to our calculations the value of the 
global ocean economy in 2017, these $2.6 trillion, is approximately 3.3% of the world gross 
domestic product (GDP), making the ocean the world’s seventh largest economy. With these 
numbers in mind, it seems clear that preserving the health of its marine and coastal ecosystems is 
paramount for the planet.  
Growing globally in population and in economic activities, this will drive additional and 
accelerating pressures on the marine and coastal environment. Negative consequences not only 
will be impacting habitats and biodiversity, but also industries that are dependent on ecosystem 
services (e.g. fisheries, agriculture, etc.). The consequences of ocean degradation are expected to 
affect coastal or ocean related activities, but also inland sectors, such as agriculture, 
infrastructures and services such as energy, transportation, and utilities.  
The questionnaire carried out by ocean experts on the relation between economy sectors and 
GES descriptors revealed that all industries directly or indirectly are interacting with the 
ocean/seas potentially exercise negative pressures on most of the 11 GES descriptors. Ranking 
the sectors by its average rating score on the 11 descriptors, seven of these sector scored higher 
than 5 over 7 in the Likert scale: (a) oil, gas and mining sector; (b) utilities sector; (c) 
aquaculture sector, (d) ports and warehousing sector; (e) agriculture and breeding sector; (f) 
fishing sector and (g) manufacturing and Industrial sector. It is noticeable that two of them, the 
agriculture and breeding sector and the manufacturing and industrial sector can be considered as 
industries that have indirect pressures on the marine environment (pressures occurred through an 
indirect interaction of an activity with an environmental component (e.g. GHGs determining an 
increase of sea temperature and acidification) and are not catalogued inside the traditional ocean 
economy. Finally, the scientific review confirmed the most significant pressures for ocean 
health; the effects on marine biodiversity, the introduction of contaminants in marine ecosystems 
and, the pollution of the ocean and marine environments through the discharge of litter and other 
human-created waste.  
  
Welfare-Responses assessment  
Although interest in SDG14 is growing, in 2019, sixty percent of all the companies analyzed 
(970 companies) had commitment to at least one SDG but only seven percent (113 companies) 
reported on SDG14. The majority of companies were mainly focused on SDG 5-Gender equality, 
SDG 13-Climate action and SDG 4-Quality education. On the contrary, SDG 1-No poverty, 
SDG 10-Reduced inequalities, SDG 2-Zero hunger and SDG 14-Life below water were the least 
mentioned. These numbers changed when the samples were reduced to just companies in the 
ocean economy, then, 20% on those reported on SDG14 just after SDG 13-Climate action and 
SDG 5-Gender equality.  

We define companies as being “aware” of the negative pressures directly and indirectly 
exerted by their activities on marine and coastal ecosystems when their acknowledgement 
matches the opinion of ocean science experts. Our findings show that 51% of companies are 
aware, albeit to varying degrees, of the potential pressures of their industries on the ocean, 
measured on selected GES descriptors, but only a limited number of them acknowledge all the 
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types of pressure. On the other hand, we define companies as being “active” of the negative 
pressures directly and indirectly exerted by their activities on marine and coastal ecosystems 
when their explicitly said that they are doing some type of action. We found 44% of companies 
being active on ocean issues that shows that there are still cases where awareness does not 
correspond to activation, companies that mention ocean-related issues but do not report on 
activities carried out to mitigate them.  

The evidence showed awareness and/or activation “gates” in most of the analyzed 
sectors. Two potential gaps were raise; an initial one as a mismatch between the ocean scientists’ 
review of industry pressures on GES descriptors and the corresponding consciousness of 
companies, as disclosed in their sustainability reports, and a second one between firms’ 
awareness of their pressures on the ocean and related activities to reduce them.  

Building on these two dimensions, awareness and activation, companies can be 
categorized into four clusters: 26% of the companies in our sample are simultaneously aware and 
active (we call them sustainability leaders as the ones being more aware and active right now), 
while 31% are not aware and not active (laggards); 25% of companies are aware but inactive 
(locked-in) and the remaining 18% are unaware but active (concerned). An example related to 
the activation gate, meanwhile, concerns the chemical sector and microplastics. Even though 
marine litter is among the most acknowledged issues in relation to ocean protection and 1 
company out of 2 in the chemical industry is aware of it, almost none of them report on activities 
aimed at tackling microplastic dispersion in marine and coastal ecosystems, due to the lack of 
effective and commercially viable solutions. An example of an awareness gap regards GHG 
emissions. About 5 companies out of 10 carry out a carbon footprint assessment and cut 
their emissions, and more than 7 firms out of 10 implement energy efficiency measures, but less 
than 1 company out of 10 links emissions to ocean hydrographical conditions. Therefore, there 
are companies that are already active on ocean preservation, but that are not aware of the positive 
consequences of their activities on marine and coastal ecosystems.  

We also evaluated disclosure programs in these companies. Transparency and disclosure 
are relatively widespread and provide information related to the sustainability strategies and 
initiatives developed by companies. 86% of the analyzed companies adopted, at last, one 
standard to disclose information. However, none of these standards, initiatives, frameworks or 
ESG indexes are specifically designed to provide focused support or guidance on ocean-related 
transparency and disclosure; companies willing to report on these issues are forced to elaborate 
and adopt self-defined targets and indicators.  
 
Conclusions  
This work opens up a new perspective on the relation between ocean’s sustainability and the 
economy with a novel focus on business organizations. In this work, we extended the traditional 
boundaries of analysis to include not only the direct, but also the indirect pressures coming from 
business on marine and coastal ecosystems with the main objective of evaluating what 
companies are doing to address these challenges.  

Although there exist companies that are aware and active at the same time, the vast 
majority of companies are locked-in, either because they are not aware of marine ecosystem 
problems, or because they are unable to respond through coherent and effective mitigation 
actions. To unlock awareness and activation, businesses must recognize that maintaining a 
healthy marine environment is a fundamental prerequisite for long-term operations. Businesses 
have a shared responsibility -with civil society and governments- to take the actions necessary to 
secure a healthy, resilient and productive ocean in line with SDG14 and its targets. 
Understanding the limits and the carrying capacities of the ocean is a basic need for every 
company that aims for long-term survival. Considering this purpose, we are advocating for the 
application of a “Business In Nature (BInN)” view in line with the need of a new type of 
Corporate Sustainability on truly sustainable businesses (Sardá & Pogutz, 2019). 
The BInN concept calls for a profound social-technological transformation. Businesses must 
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engage and contribute to the development of a novel techno-economic cycle based on green 
economy, clean innovations, and responsible behavior to create a significant positive impact in 
societies as well as increasing the resilience of social-ecological systems. In its practice, this 
model calls for four conditions:  

Extending the boundaries of intervention. The BInN view requires the adoption of an 
extended approach to analyze the relation between firms and social-ecological systems that 
recognizes the multiple scales of interactions.  

Moving from a focus on environmental impacts to a focus on environmental effects. 
The BInN view asks firms to not only sharply reduce the impact they generate on ecosystems, 
but also to stabilize or, better, reduce their targeted negative effects.  

Innovating new products, services, and business models for the future. BInN calls for a 
transformative change in the way companies respond to the market demand, and this can be 
reached only when radically new generations of sustainable products and services are designed, 
launched, and diffused into the markets.  

Developing collaborative approaches. Due to the planetary scale of the environmental 
challenges, it is necessary to understand that environmental challenges cannot be solved with the 
effort of merely a few actors. It is not about optimizing or maximizing the outcomes in isolation. 
Hence, the role of companies lies in influencing others and pushing broader transformation at the 
level of industries  

The possibility of changing the course, preventing or at least mitigating the pressures on 
marine and coastal ecosystems is real, and business is expected to play a fundamental role in the 
transition to an economy where ocean and non-ocean-based activities operate in balance with the 
long-term capacity of the marine environment to regenerate, safeguarding the potential for uses 
and activities by current and future generations.  
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Internationalization of Eco-efficient Companies  

  
José G. Vargas-Hernández, University of Guadalajara, Mexico (jvargas2006@gmail.com), 
Olga Nayeli Aceves Alvarez, University of Guadalajara, Mexico  
  
Abstract: 
The objective of this paper is to analyze the functioning of the integral model of 
entrepreneurship in a new model of companies that are currently emerging, which aim to 
be eco-efficient. Therefore, this work aims to study the central perspectives of technology 
that are based on the phenomenon of entrepreneurship and thus develop a strategy that 
adapts to companies with an ecological basis to achieve internationalization. This article 
will analyze a particular company, which specializes in the area of ecological composition, 
where no chemical product is used to produce the composition, everything that is marketed 
is made up of a base of alpaca and other organic compounds.  
  
Keywords: Integral Model, Ecoefficiency, Internationalization  
 
Introduction  
Currently there is a new business model which has as the objective to be eco-efficient. Eco-
efficiency is defined as the production of products and services at competitive prices that meet 
human needs and provide quality of life, while the ecological consequences and the use of 
numerous resources during the life cycle are progressively reduced. level equivalent, at least, to 
the estimated capacity of the planet (World Business Council for Sustainable Development, 
1991). 

On the other hand, it is mentioned that ecoefficiency has the purpose of establishing a 
production of manufactured products of high durability, reducing the intensity in the application 
of energy for the production of goods and services, maximizing the use of raw materials, 
managing and dispose of hazardous materials and waste in an efficient and environmentally 
acceptable manner, have management systems and environmental quality, as well as procedures 
in occupational safety and health, among other provisions, that will bring them financial benefits 
and competitiveness (Cantú, 2008, page 78). In both definitions, the authors agree that eco-
efficient companies should have as their main objective, to develop quality products at 
competitive prices, as well as to reduce the environmental impact of producing or offering their 
products and services. Castro (1998) mentions that ecoefficiency aims to address three relevant 
aspects that correspond to: 1) the total quality, which involves productivity and quality in the 
company, 2) the preservation of the environment, which is related to the sustainable 
development; 3) occupational health and safety (Castro, 1998). 

 
  1.1 Background of the problem and assumption   
  

This new eco-efficient business model will be analyzed in the context of the integral 
model, analyzing in this way the tripod of the strategy, which integrates considerations based on 
industry, resources and institutions (Vargas, 2017, p. 184). This paper begins with the 
assumprion that the companies of ecological base present major difficulty at the time of wanting 
to internationalize, in comparison to the companies of industrial base.  
  
 1.2 Use of fertilizers in Mexico  

  
The use of organic fertilizers in Mexico is not very common, this is because industrial-

based companies need chemical products that make plants grow at a faster rate due to market 
demand. But these fertilizers damage the soil causing them to become unusable after a time for 
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the harvest, in turn the food absorbs these fertilizers that are harmful to the human being in the 
long run. On the other hand, organic fertilizers bring many benefits for the soil as well as for 
plants and food, according to a study carried out by SAGARPA, organic fertilizers favorably 
influence the physical characteristics of the soil (physical fertility); These characteristics are 
structure porosity, air action, water retention capacity, infiltration, hydraulic conductivity and 
stability of aggregates. The following graph shows a comparison made by the National 
Agricultural Survey (ENA) in which there is an increase in the use of chemical fertilizers in 
Mexico and a decrease in organic fertilizers.  
 
Table 2: Comparison of the use of chemical and organic fertilizers in Mexico  
 
National agricultural survey Agricultural Technology (First part) 86% of agricultural production 
units carry out agriculture 
  
Employed technology                                                                Percentage  
                                                                                   ENA 2012                   ENA 2014  
Type of seed                                                                   60.9%                          82.2%  
    Criolla                                                                         29.7%                          29.2%  
    Improved                                                                     Na                                Na  
    Certified                                                                      Na                                Na  
    Transgenic                                                                   Na                                Na  
Seedling                                                                           Na                                21.0%  
Chemical fertiliziers                                                        65.5%                          68.8%  
Natural fertiliziers                                                           40.4%                           27.5%  
Herbicides                                                                       61.7%                           62.7%  
Insecticides                                                                      45.3%                           48.2%  
 
The sum does not give 100 because each production unit can use more than one technology  
Na Not available  
Source: INEGI; National Agricultural Survey (ENA 2014)  
  
Theoretical-conceptual framework 
The theorethical framework applied in this study is based on the analysis of  the coefficient 
company using the main three theories of strategic desing and implementation: The industry 
based considerations, the resource and capabilities considerations and the institutions based 
considerations, as ashown below in figure 1.    
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Figure 1. Eco-efficient companies  
Source: Vargas, J. (2017). Análisis de la Gestión Estratégica. México: Universitario.  
  
Method  
This analysis is based on the specific case study of an eco-efficient company using the 
methodological tools proposed for each one of the theoretical approaches. 

For the analysis industry based considerations is employed the model of the five forces, 
also called the diamond model proposed by Porter (1980). The resource and capabilities analysis 
of the eco-efficient company is employed the model proposed by barney (2001) complemented 
with the SWOT analysis. Finally, the eco-efficient company is also analyzed in terms of the 
institutional considerations considered as the “rules of the game”, formal and informal, that 
frame the entrepreneurial activities and the creation and development of companies according to 
the territorial environment.  
 
Empirical results and conclusions  

1. Industry-based considerations  
 
When analyzing industry-based considerations, the framework of Porter's five forces is analyzed, 
which takes into account factors such as rivalry between firms, barriers to entry, the power to 
negotiate with suppliers and buyers, as well as the substitute products.  
  

1.1 The rivalry between companies  
When talking about the rivalry of companies, it is referred to the struggle that companies face 
every day to obtain a position before consumers. These battles can be for prices, quality in 
products, advertising battles, etc. On the other hand, the author Huyghebaert mentions that the 
rivalry between firms generates a direct impact on the likelihood that a business will be 
successfully undertaken, as well as having an impact on the existence of barriers to entry, since 
fewer firms exist in one industry more complicated will be the entry of new firms (Huyghebaert, 
2004).  

  

RESOURCE BASED 
CONSIDERATIONS 

Value 
Rarity and singularity 
Possibility of imitation or 
inimitability 
Organizations 

INDUSTRY BASED 
CONSIDERATIONS 

Rivalry between companies 
Entry barriers 
Negotiation power of suppliers 
Negotiation power of purchasers 
Substitute products / services 

ECOEFICIENT 
COMPANIES 

INSTITUTIONS BASED 
CONSIDERATIONS 

Formal institutional restrictions, 
such as law and regulations 
Informal institutional restriction 
such as norms and cultural values 
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The company to analyze is dedicated to organic compost made from alpaca feces, as it is 
an innovative product, it does not have much competition, but if there is competition in relation 
to the substitute products that would be all chemical fertilizers, due to the a great variety of 
substitute products that are available in the market, it is difficult to compete for price in the same 
way as being a small company is not even positioned in the mind of the consumer when thinking 
of an organic fertilizer.   
  
Below is a list of companies with which Mary's Poop competes in the United States. 

1.1.1. Scotts Miracle-Gro Company (OH, USA) 
Founded in 1868, Scotts Miracle-Gro Company is a multinational corporation and 
industry leader in the lawn and garden market.   

  
1.1.2. PacaProGro (CA, USA) 
The PacaProGro farm is located in Somis, California, with an estimated 180 alpacas 
producing alpaca fiber and alpaca manure.   

  
1.1.3. Alpaca Grow (VT, USA) 
Alpaca Grow is a small family business operated in Vermont that began in 2014. Similar 
to Mary's Poop, Alpaca Grow sells only alpaca fertilizers.  
  
1.1.4. Isolated wood farm (British Columbia, Canada)  
Secluded Wood Farm is headquartered in British Columbia, Canada. They sell alpaca 
fiber and manure products.  
  
1.1.5 Alpaca Island Company of Martha's Vineyard (MA, USA)  
Island Alpaca Company has more than 15 acres and around 50 alpacas. They sell alpaca 
fiber and manure products, and they are charging higher prices.  
  
1.1.6. Camelot Haven Alpacas (British Columbia, Canada)  
Founded in 2002, Camelot Haven Alpacas produces and sells alpaca clothing, 
accessories, gifts and alpaca fertilizers.  

  
1.2  Entry barriers  

As already mentioned before, Mary's Poop faces competition from large fertilizer companies 
such as Miracle-Gro and small alpaca farms, due to this there are difficulties when it comes to 
wanting to enter the US market, as the big brands are doing well positioned in the market, and it 
would be complicated to unseat them or compete for prices, so that the company in this case 
could compete for product quality as well as innovation and for the benefits that its product 
provides.  

It is also important to consider the transaction cost and the transportation cost if working 
with foreign currencies. If the costs become too high, Mary's Poop products would be less 
competitive in the foreign market. An alternative to export is the franchise, which allows local 
alpaca farms to produce Mary's Poop products for a fee.  
 

1.3 Substitute products or services.  
In North America, small competitors own alpaca farms and naturally produce similar products. 
Geographically, alpaca farms are located in rural areas and seem to serve only local markets. The 
competitive advantage of "Mary's Poop" is that it is the company with the highest social 
awareness among all its competitors. And although its product is easy to imitate, it gives it a plus 
by mixing it with some other ingredients that make the compost a better quality. It is also easy to 
use as they pack the product inside pod biodegradable which they call Poop + Pod, these only 
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have to be deposited in a container with water waiting for it to dissolve and it starts to water in a 
normal way.  
  

1.4 Bargaining power with buyers   
According to Porter, at this point it is defined as the ability of customers to impose prices and 
conditions of sale (Porter, 1980). This force can be established by customers directly, whether 
negotiating a discount or financing model, demanding delivery forms or indirectly which is 
summarized with competitive purchases.  

  
The bargaining power of buyers may depend on some variables such as a high supply of 

products and / or services and low demand for them, another may be that the products offered 
have no differentiation among themselves, etc. At this point, the customer has the option to 
choose any product or service that is presented to them and that they consider to be the best and 
meet their expectations. As well as defining what is the maximum price customers are willing to 
pay for a product or service, as well as some other requirements that could be delivery times, 
product quality, etc. All this has an impact on the company's profits.  
  

1.5 Bargaining power with buyers  
In one of his writings, Peng mentions that "when the bargaining power of suppliers becomes too 
great, business solutions must be found that can reduce it" (Peng, 2012, page 127), this is due to 
the fact that many options must be available to the purchase of inputs at reasonable prices.  

The organic fertilizer based on feces of alpaca does not require many inputs due to the fact 
that a lot of raw material is not used for its elaboration, so it is not necessary to have a large 
number of suppliers. But if it is necessary that with the few suppliers that have contact make and 
establish the negotiation agreements delivery times among many other things, in this way can 
reduce and to a certain extent eliminate transaction costs.  
  

2. Considerations based on resources and capabilities   
The resources are any input in a productive system in which an output is generated. These can be 
classified as financial, physical, human, technological, organizational, knowledge, management 
team experience and customer service, among others. On the other hand, Barney dogmatizes that 
the heterogeneity of organizations is due to the possession of resources: i) valuable, which must 
respond to environmental threats and take advantage of their opportunities; ii) rare or scarce, 
those that cannot allow obtaining competitive advantages with competitors; iii) difficult 
resources to imitate, without substitutes and organizational, which means that the company has 
aspects of order (Barney, 2001, page 41).  

The company Mary's Poop, offers the market an innovative product because it is taking the 
greatest benefit to a product that people see as a waste, and transformed it into a product with 
added value. The strengths with which this product provides is that they are organic, have a 
higher performance compared to other fertilizers, is favorable to the environment, is not 
expensive to produce, something that gives a greater value is that the packaging is biodegradable 
by what makes the whole product itself is ecological and there is no waste of plastic or any other 
material that is difficult to decompose, the product is safe for children and pets so anyone can 
use it.  

Therefore, for the considerations based on resources, a SWOT analysis was carried out to 
analyze both the internal and external factors that provide added value to the firm, as well as the 
positive and negative factors that can cause the company not to grow rapidly. what was 
expected.  
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Table 1: SWOT Analysis  
Strenghts  Opportunities  
Organic products / products without 
chemicals  
Excellent performance compared to other 
inorganic fertilizers  
environment friendly  
It is not expensive to produce  
The packaging is biodegradable  
Safe for children and pets  
It is not easy to imitate  

Growing trend in organic products  
Market development  
Product development  
Product differentiation  

Weacknesses  Threats  
Lack of advertising + visibility  
Small production capacity-challenge for the 
company at scale  
The products have limited functions  
The products are not standardized  
Hard to forecast production  
Limited capital and strategic partners  
Don't go alone  
Expensive compared to inorganic fertilizers  

Regulations that exist for exports  
Animal diseases  
Environmental factors may affect production  
Breach of demand levels  
Low market level  

 Source: Prepared by the Authors  
  

In this table it can be seen that the firm has many strengths that make your product different, but 
also has many threats. This is due to the same rarity of the product which makes it somewhat 
complicated for sale, likewise the product is easy to imitate, so at any time it could have a lot of 
competition, which can quickly get to the market firm.   
  
 
 

3. Considerations based on institutions.  
When talking about considerations based on institutions, we are talking about the rules of the 
game of these, in which the behavior of the company is determined and how they are developed 
around the world. Peng, points out 5 strategies for an entrepreneurial company to be successful, 
which can be applied together, and they are growth, innovation, networks, financing / 
government, and harvest / output (Peng, 2012).  

The Mary's poop company integrates some of these strategies such as innovation in their 
products, as well as networks, since they try to have a wide network to get known as well as to 
obtain advice and keep growing as the company participates in a program called X-culture where 
companies are assigned a group of people from different parts of the world, giving advice to 
companies so they can expand or internationalize at the time the company uses all the networks 
that are possible for be able to expand.   

Instead, McDougall notes that network analysis builds a very solid foundation and helps 
identify international opportunities, as well as establish credibility, provide access to critical 
resources, as well as knowledge and lead strategic and cooperative partnerships (McDougall, 
2000).  
  
Conclusions  
When analyzing the company through the comprehensive method of entrepreneurship, it is 
observed that just as the company has some advantages in the product also with many threats 
that are the large companies that are already positioned and that also compete with competitive 
prices, we also see that although they have a wide network which is using the best way possible, 
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it is necessary to increase that network of contacts so that your business can grow quickly 
because it has a long time in the market and has grown slowly which is a disadvantage since the 
rival companies take giant steps in comparison to Mary's poop.  

Likewise, it can be seen that due to the culture of planting in Mexico, this company would 
not be competitive in the country, since most farmers prefer chemical fertilizers and thus produce 
more in less time than caring for the land and having a product of a higher quality with organic 
fertilizers.  

It is necessary to implement a culture of conscience in Mexico when we talk about caring 
for the land, since the use of organic fertilizers would not only help the environment, but also 
people, this is because the foods that are consumed will have better nutrients and they would not 
be contaminated with pesticides. Today some people started to make their gardens at home, so 
they grow their own food, this is a good technique because they can be sure that the consumption 
of food is one hundred percent organic.  
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Abstract:  
This paper investigates to explain the effect of avoidance factors on brand hate and its 
consequences on the consumer’s behavior on social media. Based on a quantitative study, 
202 Facebook users answered a questionnaire about Internet service providers in Tunisia. 
Authors preferred to collect the data online, including by contacting respondents on social 
media to relate to the study context. The analysis of the collected data showed that mainly 
the experiential, identity and moral avoidance effect on brand hate is largely moderated by 
the degree of interest given to the negative opinions shared by the other consumers in the 
social media concerning this brand. On the other hand, consumers who have hated one 
brand are in favor of revenge and do not hesitate to share a negative word mouth on social 
media.  
  
Keywords: Brand Hate, Brand Avoidance, Desire for Revenge on Social Media, Electronic 
Negative Word of Mouth, Degree of Interest in Negative Opinions on Social Media  
  
Introduction  
The use of internet today has become vitally important in one way or another. Obviously, we 
note that brands and consumers are both presents in social media. This virtual space so 
conducive to marketing activities is in perpetual development and increasingly visited by 
Internet users. In fact, we record a rate of 13% annual growth of social media users around the 
word (We are social, 2018).   

According to Langley et al. (2015) and Gensler et al. (2013), customers are more and more 
motivated to express their complaints when they are disappointed with brands that do not align 
with the personal values of consumers. For example, in the United Kingdom one customer 
complaint every 1,2 seconds (Langley et al., 2015). In this context, they and will action against 
brand by turning to social media to share their opinions. So, what about sharing brand emotion in 
this context?   

While the literature has long focus on the positive aspects of brand rather than the negative 
ones and largely neglected the reasons and typology of consumer in a brand hate situation, we 
aim to analyze this intense negative emotion toward brand and consumer reactions especially 
focus on those on online through social media. Therefore, the main objective of the current 
article is to explore the reasons of intense and negative emotions toward brand that can 
contribute to the formation of brand hate. On top of that, we will define factors who lead 
consumers to develop negatives emotions, otherwise its antecedents and outcomes.  

 
Literature review, hypotheses and model 

1. Brand Hate Concept  
Brand, a fundamental and most important element in the firm’s offer, has been treated in 

several and different aspects in marketing research. The majority of research has always 
suggested that managers always have to revise their brand strategies following market 
globalization and competitive intensity (Zghidi et al., 2015). However, several definitions have 
been added to the concept without having a compromise accepted by all authors. For 
some authors, hate is often considered a complex emotion. For Sterrnberg (2003), based on three 
concepts: repulsion and disgust; anger and fear; and devaluation through contempt.   

The literature review on marketing proposes several antecedents of brand hate (Johnson et 
al., 2011; Grégoire et al., 2006, 2008; and Hogg et al., 2009) for example, rebranding 
(Muzellec and Lambkin, 2006), past experience (Lee et al., 2009) and others.   
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As part of our research, we will focus on brand avoidance given its importance for 
companies and also for consumer research.   
-Experiential avoidance or unmet expectations.  It t comes from a negative experience with a 
product or a brand.  
-Identity avoidance or symbolic incongruence. It is defined as “inability of the brand to fulfill 
the individual’s symbolic identity requirements” (Lee,Motion and Conroy, 2009).  
-Moral avoidance or ideological incompatibility. It is defined as “incidents where the individual 
avoids a brand because of the negative impact of the brand or its company is construed to have 
on the wider community/world” (Lee, 2007).  

Bryson et al. (2013) found no evidence that moral avoidance can lead to brand hate, while 
other studies did found evidence that moral avoidance can indeed lead to brand hate (Bosse, 
2014; Delzen, 2014). Hegner, Fetscherin and van Delzen’s (2017) finding that brand hate is 
triggered by three antecedents (negative past experience, symbolic incongruity, ideological 
incompatibility). Based on these discussions, following hypotheses are proposed:  
H1: Experiential avoidance has a positive effect on brand hate.  
H2: Identity avoidance has a positive effect on brand hate.  
H3: Moral avoidance has a positive effect on brand hate.  

A lot of research has become aware of the impact of social networks on consumer behavior. 
In fact, Alba and Lutz (2013) think that consumer share and post their frustration on the Internet 
via social media in order to interact with other consumers. As a result, we are increasingly seeing 
the development of anti-brand communities, that is, virtual online groups of consumers who 
oppose to some brands (Kucuk, 2008)  
That’s why, we aim to test if:  
H4: Degree of interest in negative opinions on social media strengthens the positive effect of 
experiential avoidance on brand hate.  
H5: Degree of interest in negative opinions on social media strengthens the positive effect of 
identity avoidance on brand hate.  
H6: Degree of interest in negative opinions on social media strengthens the positive effect of 
moral avoidance on brand hate.  

When the brand hate becomes intense consumers can develop negative reactions..   
Grappi, Romani and Bagozzi’s (2013) study, found that revenge to the brand was a 

demonstration of consumers’ brand hate. The finding of Chiosa and Anastasiei (2017) 
demonstrate that brand hate generate negative WOM. Zarantonello, Romani, Grappi, 
and Bagozzi (2016) showed that brand hate is highly associated with negative behavior like 
complaining, protesting, spreading negative WOM. Hegner, Fetscherin and 
van Delzen(2017) for example, demonstrated that brand hate leads to three behavioral outcomes 
of which negative word-of mouth. Other researches argue that revenge behaviours like WOM 
cannot occur without there being an initial desire for revenge (Mdakane et al., 2012; Bui 
and Décaudin, 2012; Grégoire et al., 2010). Based on these discussions, following hypotheses 
are proposed:  
H7: Brand hate has a positive effect on desire for revenge on social media.  
H8: Desire for revenge has a positive effect on electronic negative word of mouth on social 

media.  
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2. Research Model 

        

 

 

  

 

 

 

 

Figure 1. Research Model Brand Hate 

 
Empirical results and conclusion  
To sum up, we tried to propose and empirically study an integrated model of antecedents and 
outcomes of brand hate in social media sphere.   

We were able to confirm that brand hate can be a consequence of:  
 Experiential avoidance    
 Identity avoidance  
 Moral avoidance  
On the other hand, consumers who have hated one brand are in favor of revenge and do not 

hesitate to share a negative word mouth on social media. Like the previous point, we confirm 
that the more the brand is perceived as not moral anymore, the more consumer will be able to 
hate explicitly (affective hate) and implicitly (cognitive hate).  

A part from that, we note from our results that the feeling of hatred towards the brand is far 
from static. Indeed, consumers who have a strong negative emotion intend to take revenge and 
participate in the spread of a negative word of mouth that is favored by the very interactive 
environment of social networks.  

It is obvious that every brand today must consider consumers who express a positive 
emotion towards the brand to support its promises but at the same time it must not neglect those 
who have a negative feeling that can go up to brand hate. Indeed, they like to share their opinions 
and negative feelings on social media. This will influence other consumers and not consumers. 
In addition, competitors may use against the mark. Even if for a brand must focus on Consumers 
who love a brand because they are critical targets, as they are more loyal, more inclined to talk 
well about the brand, consumers who hate a brand must be must be monitored today, mostly in 
social media sphere.  

Not only but also, managers should not consider negative emotions as only a disadvantage. 
After all, it can bring advantages. To put it simply, brand that wants to be proactive must develop 
solutions to consumer’s needs. So, complaints from consumers can be a source of idea. Another 
point worth noting is that managers can effectively follow up to counter negative electronic 
word of mouth, follow anti-brand and boycott communities before they even multiply. As soon 
as it realize problems, brand must try to negotiate and find out how to mitigate negative moving 
against brand and give solutions to consumers to forget their bad experience with it.  

Finally, we think that being not present on social media, brands will not be aware of what 
users can say positively or negatively about them. Thus, they may miss an opportunity to ensure 
their e-reputations and to respond to certain publications and get in touch with their targets. For 
band, internet can be an image and reputation barometer (Kwork, 2016).  
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Abstract:  
The aim of this study is to assess the impact of the airline business model on its operational 
efficiency. The latter is understood as the technical efficiency of the air carrier, defined in 
the “input-output” system of variables. The role of the inputs is played by the airline 
resources for transporting passengers and the services provided to them (service factors). 
The outputs are represented by a variety of indicators that characterize the result of the 
airline's activities. As the literature and database review has shown, the key differences in 
the business-models of air carriers are in the services provided to passengers. The impact 
of the type of business model on the operational efficiency of air carriers is analyzed 
through the service factors. The impact is quantified using the DEA method based on the 
reporting data of 10 U.S. airlines from 2005 to 2018. The results indicate that service 
factors have the greatest impact on the operational efficiency of companies with a hybrid 
business model. In companies with full-service and low-cost business models, the impact of 
service factors is much less pronounced.  
  
Keywords: Airline Operational Efficiency, Airline Service Quality, DEA, Airline Business-
Models  
  
Airline business-models   
Despite being relatively young, the airline industry has become an inherent part of the modern 
life. Prior to 1970s flights were perceived as an attribute of luxury. The flight, as a commercial 
product, contained a lot of services on board as well as on the ground both before the take off 
and after the landing. Thus, the full-service business-model (FSC) of air carriers appeared.   

In 1973, after the sharp rise of oil prices, it became apparent that it would be extremely 
difficult for airlines to survive in the environment with high and unstable price for oil, as the 
aviation fuel is a major component of airline cost structure. This drastic change in the 
environment gave impetus for developing of the low-cost business-model (LCC). Southwest 
Airlines became a pioneer LCC, starting its service in 1971. Just 2 years later this airline became 
one of the leaders in the industry.   

The emergence of new types of aircraft, which were more efficient in fuel consumption, 
able to fly longer distances and more comfortable for passengers, made air travelling more 
attractive in 1980s. Many new low-cost carriers appeared in the market, thus, increasing the rate 
of competition with existing full-service air carriers. The industry entered the mature stage in the 
late 1990s – early 2000s. This was manifested by a large number of mergers and acquisitions, 
growing promotion costs and increased attention to the scope of services and their quality and, 
most importantly, operational costs. The latter one incentivized the creation of the hybrid 
business-model. (Klophaus et al., 2012)   

 Increased competition rate has forced the airlines to search for the new competitive 
advantages. Operational efficiency became one of the main advantages in the beginning of XXI 
century for airlines. From its inception, the air transport industry is capital-intensive, and at the 
same time the carriers must keep ticket prices at the level needed to maintain and increase 
consumer demand. Modern world is highly dynamic. The airlines are now in the situation of 
creative saturation, when they have already run out of ideas on new sources to obtain the 
competitive advantages what makes carriers quite similar to each other. (Lohmann, Koo, 2013) 
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Low-cost business-model and full-service business-model are both shifting towards each other, 
inosculating with the hybrid business-model. (Urban et al., 2018)   

  
Airline operational efficiency  
At present the difference between airline business-models can be noticed through the services 
spectrum that airlines provide to their passengers. A vast amount of revenues as well as expenses 
is defined by the services provided. Airline executives are interested in how the spectrum of 
services influences the operational efficiency of their company as it affects the operational and 
strategic decision making [4]. In this paper under the term of “efficiency” the technical 
efficiency score, estimated by Data Envelopment Analysis (DEA), is considered.  The 
methodology is commonly used in efficiency research for civil aviation. It allows to conduct a 
comparative analysis of different market players to reveal the best practices in the industry with 
the input-output variables defined. At the same time DEA is very sensitive to the quality of the 
empirical data collected. Therefore, it is of high importance to use the homogeneous sample for 
the research. (Grajewsky et al., 2009)   

Before going to the research, it is necessary to provide information about the data set on 
which the research is based. The research is complex from the perspective of different 
constituents that are taken into account. There is a need for clear business-model identification 
for each airline, as the results of different airline business-models are going to be compared. 
There should exist data for service quality measurement of each airline in order to make it 
possible to understand the level of service quality. In order to be sure about the operational 
performance of the airlines, there is a strong need for operational data. Last, but the least, is the 
long-term period of measurement to have the representative results. Taking into consideration 
the aforementioned things, the following data set is formed. It includes domestic data on 10 
major US airlines. The US market is taken on purpose, as the representatives of each business-
model are present among the largest market representatives. It has also been the most 
competitive market since the early deregulation in 1979.  

  
Empirical study  
The study of influence of airline business-model on its operational efficiency is spilt into 2 
stages. At Stage 1, the units to be compared are the airlines presented with the description of the 
operational efficiency regardless of the business model used (2 inputs – 2 outputs, see Fig. 1). 
The subject to assessment is technical efficiency of an airline i in the month k of the year t 
(i1:10; k1:12; t1:14) on 6 subsets formed on the basis of available passenger miles and 
three economic cycles of the industry. Based on the calculated operational efficiency estimates 
(see Fig. 1), a new sub-sample (called the "Champions League") is created. It includes 
comparable airline carriers based on their capacity in the months when they company worked 
with a high level of efficiency (operating efficiency estimate not lower than 0.93).  
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Figure 1. Design of the Stage 1 of the study  
  

At Stage 2, the evaluation of the operational efficiency of the airline is measured taking 
into account the range of services provided (business model) based on the “Champions League” 
sub-sample. The variables used in it to describe airlines with different business models make it 
possible to expand the concept of operational efficiency in comparison with the purely financial 
and economic one that appeared at Stage 1.  

  
 

 

  
Figure 2. Design of the Stage 2 of the study  
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Results of the study  
The obtained estimates of the technical efficiency of air carriers with various business models 
give an idea of  the impact of the spectrum and format of additional services provided by the 
airline on its operational efficiency. It turns out that it is most pronounced in companies with a 
hybrid business model, which provide their passengers the basic package with a very limited 
range of widely used services by companies with a classic model. In the hybrid business model, 
varying the range of additional services more significantly affects the operational efficiency of 
the airline compared to other business models. Selecting additional services to include in the 
basic package in non-classical business models is a difficult task, the wrong solution of which 
can have the most deplorable consequences.1 

In classic air carriers and low-cost airlines, the impact of a set of services on operational 
efficiency was noticeably lower than in companies with a hybrid model. The values of the DEA 
scores of technical efficiencies of these companies indicate the possibility of a negative effect 
from a change in the range of services provided. This can be explained by the fact that for these 
business models, customer expectations have long been formed. Therefore, changes in the well-
established standard sets of services can be met with them negatively. In addition, the quality of 
services is less affected in the case of companies with established business models.  

The obtained values of DEA-estimates of technical efficiency for airlines with different 
business models confirm the opinion of experts about their (business-models) convergence.  
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1 The inclusion of services in the basic passenger service package of the hybrid airline Air Berlin led to 
catastrophic consequences. In order to develop long-haul flights, the company began to switch to them 
from the basic package of services adopted in the classic business model. As a result, this led the airline to 
bankruptcy. 
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Abstract:  
This study explores the role of artificial intelligence (AI) in enhancing sustainable 
development strategies of oil and gas companies, basing on the case-study of Russian oil 
and gas MNEs. This problem is investigated through the lens of dynamics capabilities 
framework. The article studies organizational capabilities for sustainability of oil and gas 
MNEs taking into consideration the current level of application of AI systems. Results 
show that AI is applied for a narrow range of operations, mainly influencing capabilities 
related to collaborative relationships for sustainability, absorption of knowledge from 
external sources, and capabilities related to the management of sustainable operations. 
 
Keywords: Artificial Intelligence, Energy Industry, MNEs, Sustainability, Dynamic Capabilities 
 
Introduction 
Artificial intelligence (AI) is now one of the key technologies transforming a wide range of 
traditional sectors both in production and services (PWC 2017). In the energy industry, 
digitalization is expected to play a significant role in the low-carbon energy transition, 
responding to climate change, environmental pollution and natural resource constraints (IEA, 
2017). 

Recent literature discusses potential impacts of artificial intelligence applications for 
various subsectors of the energy industry (Jha et al. 2017; Antonopoulos et al., 2020), with the 
research being focused on the macro- and meso-level. More specifically, artificial intelligence is 
expected to reduce costs in the oil and gas exploration and production segment, to contribute to 
power systems efficiency in particular through smart grid development, to enhance security of 
energy systems and improve operational safety. This allows to consider the AI applications in the 
energy industry through the prism of sustainability. 

At current stage of the AI lifecycle, research on strategic implications of AI remains 
relatively scant (Borges et al., 2020). Significant impacts of AI for sustainability for business 
practices and various industries have been recently indicated in Nishant, Kennedy & Corbett 
(2020), who argue for the study of AI for sustainability from a multi-level and system dynamics 
perspective. 

In the present paper, our intention is to shed the light on the role of AI on sustainability 
capabilities of Russian oil and gas MNEs. 

 
Theoretical framework 
The dynamic capabilities (DC) perspective (Teece, Pisano, & Shuen, 1997; Teece, 2007) 
occupies a prominent place in strategic management studies, in particular with regard to 
explaining firm’s strategies and acquisition of sustainable competitive advantages in a turbulent 
external environment (Schilke, Hu, & Helfat, 2018).  

Under environmental constraints, studies on organizational capabilities for sustainability 
have recently attracted increasing scholar attention (Bezerra, Gohr & Morioka, 2020). Following 
Maksimov, Wang & Yan (2019), we define dynamic green capability as “the ability to build 
complementary green competences and reconfigure organizationally embedded resources to 
pursue competitive advantage in a rapidly changing stakeholder environment”. Following 
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capabilities are discussed in literature with regard to sustainability (Bezerra, Gohr & Morioka, 
2020):  

(1) capabilities related to collaborative relationships for sustainability with other 
companies and other stakeholders;   

(2) Capabilities related to the absorption of knowledge (learning) about sustainability 
through internal and external sources; 

(3) Capabilities related to innovation (technology) for sustainability, including 
developing technologies, products and processes for reaching sustainability goals; 

(4) Capabilities related to alignment (motivation) for sustainability embedded in 
firm’s internal enabling environment;  

(5) Capabilities related to marketing (external) communication for sustainability; 
(6) Capabilities related to flexibility (adaptation) providing a quick response to 

sustainability challenges; 
(7) Capabilities related to the management of sustainable operations through tailoring 

the efficiency of operations processes. 
 
In our research, we study sustainability capabilities of Russian oil and gas MNE. We 

intend to address the following research questions: 
 What kind of sustainability capabilities are being developed by Russian oil and 

gas MNEs? 
 How do AI applications contribute to enhance sustainable capabilities of Russian 

oil and gas MNEs? 
 What are the AI-related risks? 

 
Method 
We adopt the multiple case-study method with replication logic (Yin, 2014). Embedded design 
allows to observe the role of AI for sustainable capabilities of oil and gas MNEs at different 
intra-organizational levels and also considering the external environment of the organization 
which is a significant part of sustainable capabilities. 

Empirical setting is based on Russian oil and gas industry. Russia stands among the 
world leading oil and gas producers (IEA, 2019) which justifies the geographical setting of the 
study. The list of companies is composed of Russia’s ten largest energy MNEs. 

Data sources are represented by: in-depth interviews with O&G & IT industry experts, 
company reports, secondary sources. 

External validity of the findings is supported by the fact that the studied companies 
provide altogether the bulk of Russia’s total oil and gas output, which makes a significant 
contribution to the world oil and gas output. 

 
Empirical results and conclusions 
Russian MNEs from oil and gas industry are following the global trend for enhancing the 
sustainability and have announced more or less detailed sustainability strategies. These strategies 
are recognizing the environmental threats and propose the targets and actions for the midterm 
and long-term perspective. 

The multiple case-study allowed to conclude that AI technologies are supporting 
implementation of sustainable strategies of Russian MNEs and enhancing dynamic capabilities 
for sustainability, but for a relatively limited range of operations. The DC framework made it 
possible to make the conclusions of AI input for sustainable capabilities related to sensing, 
seizing and transforming stages, as well as related risks. AI systems contribute to developing 
capabilities related to collaborative relationships for sustainability with IT companies and 
research institutions, supporting the transformation through absorption of knowledge from 
external resources from both national and foreign partners. To the moment there is no evidence 
on AI influence on sensing and seizing capabilities related to motivation to sustainability and 
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marketing communication as current AI projects are attributed to extraction and production 
activities. 
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Abstract:  
Stock market, the barometer of an economy as popularly termed is an important indicator 
for investors to take their investment decisions. With the recent outbreak of Covid19 and 
the pandemic taking its toll on the entire global economy and each and every sector it 
becomes a necessity for an investor to assess their potentiality of investments. In this 
regard, this paper aims at finding whether the pandemic had an impact on the stock 
market or the sectors of the economy. It also aims to find out the sensitivity of the different 
sectors to the market with such pandemic affecting the world. The paper tries to make an 
attempt to find the predictors of market return. It also highlights whether large cap, mid 
cap or small cap indices react to such happenings in the Indian market. The results of the 
analysis show that there is no significant difference in the market index returns and the 
sectoral indices returns in the Pre and Post Covid outbreak period. However, the study 
concludes that unlike the Pre Covid period all the sectors of the market turned more 
volatile or sensitive to the market index with the outbreak of Covid-19 in the country with 
Power, IT, Healthcare and Auto sector being significantly more sensitive to the market. 
The Regression analysis of the Market return Sensex with the sectoral indices as 
independent variables inferred FMCG, IT, Auto and Oil & gas indices to be the good 
predictors of market return during both the phases. The study also stresses that Large Cap 
stocks have greater ability to absorb sudden shocks in the market and thus remain less 
volatile during the Post Covid outbreak period while Mid Cap and Small Cap stocks 
comprising respective index are relatively more sensitive to market index. It is also evident 
from the analysis that Small Cap index have significant difference in returns during the 
Pre and Post Covid Outbreak period.  
 
Keywords: Covid-19, BSE Sensex, Sectoral Indices, Beta, Market Capitalization Index 
 
Introduction 
The Covid-19 pandemic outbreak in India and all across the world affected the economies large 
and wide. The pandemic forced the governments of different countries to impose lockdown to 
prevent the spread of the virus. In India, the first case of COVID-19 was reported on 30th 
January 2020 in the state of Kerala. With increased restrictions on the daily life of the people and 
supplying them only with the necessities naturally affected the sales of non-necessary 
commodities. At the same time transportation and power demand also dropped due to reduced 
demand of the same. Although the outbreak in India happened at the end of January 2020 but the 
lockdown was imposed only in the month of March. But the stock market started reflecting the 
impact from the end of February 2020 and started showing a downtrend. There is hardly any 
sector of the economy that did not get affected due to the current pandemic. This naturally 
creates concern for investors trading in stocks who would be interested to know the impact of the 
pandemic on different sectors of the stock market.  

In this backdrop the main purpose of the study is to analyse the impact of the pandemic 
outbreak on the different sectors of the stock market in order to provide the investors with a fair 
view of the risk involved in their current holding of portfolio or their prospective investment 
decisions. The main objectives of the present research includes the following-  

i) To find out whether there lies any significant difference between the market (Sensex) 
return and sectoral indices return during pre and post covid period in India.  
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ii) To analyse whether there is any significant difference between the market 

capitalization index returns during the Pre and Post Covid Outbreak period.  
iii) To detect which sectoral indices of BSE are more volatile or sensitive to the market 

index during the Pre and Post Covid Outbreak period.  
iv) To find out which of the market capitalization indices are more volatile or sensitive to 

market index during the two phases of the market.  
v) To analyse which sectoral indices are better predictors of market return during the two 

different phases of market situation.  
 
Method 
Based on the outbreak of the pandemic in India and the resultant impact on the markets all over 
the time period from 1st January 2019 to 31st August 2020 is divided into two periods-namely 
Pre Covid Outbreak period and Post Covid Outbreak Period. The sample consist of 9 sectoral 
indices of BSE namely- Auto, Bankex, Finance, HealthCare, IT, Metal, Oil& Gas, Power and 
Realty along with BSE Sensex as the market index. For market capitalisation indices Large Cap, 
Mid Cap and Small Cap indices are considered. Secondary data relating to daily closing of 
sectoral indices, market capitalization indices and BSE Sensex are collected from the official 
website of BSE for the period 1st January 2019 to 31st August 2020. In order to analyse the data 
and carrying out the calculations, SPSS, Jamovi and E-views softwares are used. MS-Excel is 
also used for carrying out different operations.  

On the basis of the collected data for the two different periods Mann Whitney U test is 
conducted to find out whether there is any significant difference in the mean returns in Pre Covid 
outbreak period and Post Covid outbreak period of the market, sectoral indices and the sample 
capitalization indices. Then Beta (β) (measure of volatility or systematic risk of a security or 
portfolio in comparison to the market) value of the sectoral indices are calculated to assess the 
sensitivity of the indices with respect to the market during the two different phases.  

Regression analysis is then carried out with the sample sectoral indices as independent 
variables and market index i.e. BSE Sensex as dependent variable to assess the predictors of the 
market index during the two different periods.  
 
Results 
The analysis helps in formulating some interesting results-  

 the analysis shows that there is no significant difference in the returns of sectoral 
indices of the BSE which further implies that outbreak of Covid-19 did not affect any of the 
sectors’ average return.  

 all the sectors were more volatile during the Post Covid outbreak period in 
comparison to the Pre Covid outbreak period although all of them remained lesser volatile than 
the market i.e. BSE Sensex.  

 Among all the sample sectoral indices FMCG and Power followed by Consumer 
Durables, Oil & Gas, Healthcare and Auto sector showed more sensitivity in comparison to 
others during the Post Covid outbreak period.  

 The regression analysis of BSE Sensex as dependent variable and the sectoral 
indices as independent variables infers FMCG, IT, Auto and Oil & gas indices to be the good 
predictors of market return.  

 In case of the market capitalization indices, although there is no significant 
difference in the Large Cap and Mid Cap index returns between the two phases but Small Cap 
index showed that there exists difference in the returns during the sample periods.  

 The study shows that in the Post Covid outbreak period Mid Cap index is most 
sensitive to the market in comparison to other capitalization indices.  
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 Finally it may be suggested from the study that large cap stocks although may be 
more sensitive to the market but they can also absorb the sudden shocks while Mid cap stocks 
and Small Cap stocks are more volatile and sensitive to the market.  
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Abstract: 
Union Territory of Ladakh lies in the foothills of Himalayas known by tourists for its 
pristine landscape, remote mountain beauty and unique culture including Tibetan 
Buddhism. The entire region lies at high altitude, Leh district above 11,562 ft and Kargil 
district 8,780 ft, as a result during winter entire region faces harsh and extreme climate 
where temperature dips to minus 20 to 30 degrees Celsius. The region remains 
disconnected by road for almost five months due to heavy snowfall at Zojila pass on 
Srinagar Leh national highway and Rothangla pass on Manali Leh National Highway. Due 
to its extreme weather the tourist season is short and restricted to 5 to 6 months on an 
average. In the last one-decade overtourism in Ladakh has put pressure on the fragile and 
sensitive ecology by exploitation of natural resources. Disrespectful behaviour by tourists 
towards ecology causes more disruption than sheer numbers. Today because of mass 
tourism and unsustainable tourism growth, the local community of Ladakh are facing 
problems such as less snowfall in winter, shortage of water in summer, contamination of 
ground water, drainage and solid waste management problem and many more. The paper 
discusses how the visitor education, policies by Ladakh government and allocation of funds 
towards sustainable tourism are required. The locals have tried to address the issue of 
water shortages through innovations like artificial glacier and ice stupa. Finally, the paper 
provides recommendations and suggestions to achieve sustainable goals.  
 
Keywords: Environmental Impact, Sustainable Tourism, Ladakh, Ice Stupa, Artificial Glacier, 
Overtourism 
 
Introduction 
Travel and tourism are world’s largest growing sectors providing huge job opportunities 
empowering all sections of societies including women and generating prosperity across nations. 
Tourism being a multi-segmented industry creates good job opportunities in allied sectors like 
Handicrafts, Handlooms and Transport (Singh & Unjum, 2016). In 2018, the World Travel & 
Tourism Council’s (WTTC) research reveals that the tourism sector accounts for 10.4% of global 
GDP, 319 million jobs which accounts for 10% of total employment. The growth of tourism 
industry was 3.9% during 2018 which is more than the growth of global economy of 3.2%. In the 
last five year one out of five jobs is created in this sector (Travel & Tourism Economic Impact 
2019, World). 

Unfortunately, economic benefits due to development activities are often followed by 
some negative externalities in terms of social and environmental cost. Travel and tourism 
account for about 8% of global greenhouse gas emissions with consumer travel accounting for 
about 4% (Skift, 2019). There is a paradox with the current economic model followed by major 
developing and developed nations of flushing tourists into the countries even when the sufficient 
resources are not there to support their future existence. It creates continuous challenges in 
preservation of socio-cultural and ecological environment such as culture heritage, natural 
resources, waste management and maintaining good relationship between visitors and locals. 
Ladakh known for high passes and beautiful landscape is also on the same track.  

Tourism contributes to economic benefits with INR 6,000,000,000 annually in Ladakh 
which provides livelihood to many individual including local people but one cannot ignore the 
negative impact of tourism on society and environment which are faced by only local people. 



 

73 
 

Figure 1 Tourist Inflow (Source: Tourism Department Leh) 

Many people support mass tourism for short-term gains without realising and understanding its 
long-term impact on industry and society at large. As a result, depletion of the water resource, 
problems of waste management and adverse climate change began aggravating.  

 
Theoretical Background: Need for Sustainability 
UNDP (2019) defines sustainable tourism as “tourism that takes full account of its current and 
future economic, social and environmental impacts, addressing the needs of visitors, the 
industry, the environment and host communities” 

Overtourism is defined “as the excessive growth of visitors leading to overcrowding in 
areas where residents suffer the consequences of temporary and seasonal tourism peaks, which 
have enforced permanent changes to their lifestyles, access to amenities and general well-being”. 
Over tourism is a global problem and it is discussed at International forum like G20 (Japan 
Times, 2019). Overtourism destroyed the coral reefs in Honolulu with 412 pounds of toxic 
sunscreen leave in the ocean by beachgoers (Sunset Magazine, 2019).  

According to CNN report in May 2019 the huge crowds and the queue of more than 320 
mountaineers on Mt Everest resulted into death of two mountaineers. Overtourism exploits 
everything in nature; there in no direct relation between welfare standards and increasing 
demand, as a result more than 100 husky dogs were slaughtered by sledding companies in 2010 
in Canada (CNN Travel, 2019).  With the current economic model there is a paradox where no 
one actually wins (WEF, 2019). The problem of overtourism comes with the developmental 
activities; the better connectivity with cheap flight reduces the cost of travel, disintermediation 
create problem in housing market and thus displace people with low incomes. People employed 
in tourism are generally on temporary basis and they are also relatively low paid (Goodwin, 
2017). Gromsen (1990 &1997) discusses how mass tourism adversely affect environment 
including water supply, costal landscapes. Due to increasing human activities the ocean 
biodiversity is degrading, every year more than 8 million tonnes of plastic ends up in ocean and 
scientist are predicting that 90% of the world coral reefs will die by 2050 (WEF, 2019).  

The mass tourism features short term goals of all stakeholders like rapid development and 
return maximisation without consideration for social and environmental aspect and the industry 
is remote controlled by few businessmen (Butler & Lane, 1990).  

 
Tourism History in Ladakh and Review of Literature 
Ladakh was first opened for tourism in the year 1974 and it recorded 527 tourists, out of which 
27 were domestic and 500 were foreign tourists. The growth of tourism industry of Ladakh took 
a boom a decade ago with two incidents, one was release of blockbuster Bollywood movie 3 
Idiots in Dec 2009 which was shot in Ladakh and other was the tragic cloudburst of 2010 which 
killed 254 people and 800 were injured (Gupta, Khanna and Majumdar, 2012). Both these events 
helped in promotion of the region among both domestic and international tourists. As a result, in 
2011 the number of domestic tourists increased by almost 3 times form 55,685 in 2010 to 
142,829 in 2011, during the same year the foreign tourists increased from 22115 to 36,662. In 
2018 the total number of tourists reached 327,336 out of which 277,899 were domestic tourist 
and 49,477 were foreign tourists. 
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Because of massive growth of tourism industry, the people of Leh have already shifted 
from agricultural activities and other profession, towards tourism industry, and today more than 
50% of their total income is generated through tourism industry.  

Studies have been undertaken about the social impact of tourism, the change in the name 
of modernity where the locals start losing interest in their traditional culture and tries to adapt to 
the western and Indian culture through continuous interaction with tourists as discussed by the 
Norberg Hodge H (1991). Tashi (2013) studied how the tourism industry is affecting the lifestyle 
of local people. He discussed about the commoditisation of culture in Ladakh. Over the period 
Ladakh has lost the meaning and the significance of the local events and the festivals as almost 
all festival which were celebrated in winter have now moved to peak tourist’s season.  

Only few scholars and academicians studied the socio-culture and environmental impact 
of tourism in Ladakh. Eppler (1983), Erdmann F (1983), Singh J P (1984) discussed about the 
impact of tourism on the society in terms of economic changes and cultural changes. Joldan E 
(1985) wrote many essays about Ladakh, which includes an essay on tourism and its impact. The 
study of Page J (1986) discusses about the traditional Ladakhi society which has much to offer to 
the rest of the world.  

 
Objectives of the study 
The objective of the study is to provide deeper insights from literature and the need for a shift 
from economic model to more sustainable response towards tourism.  Based on that the 
objectives of the study can be grouped as follows: 

1. To understand the challenges associated with rapid growth of tourism industry in 
Ladakh region  

2. To examine the potential threat of mass tourism to the culture identity and the 
physical environment of Ladakh and suggest corrective measures to ensure sustainable tourism 
in Ladakh 

3. To understand how the locals and dealing with the problem of water shortage  
4. To suggest corrective measures to ensure sustainable tourism in Ladakh. 
 

Research Method 
The study is based on a systematic literature review (SLR) wherein relevant literature has been 
identified using electronic databases of Springer, JStor, Emerald, and Wiley from 2010-2020, 
with search words “overtourism in Ladakh”, “Sustainable tourism” and “Environmental Impact 
of Mass Tourism”. The first selection of the published literature was limited to the title, 
keywords and abstracts of the preferred articles and chapters. In case of ambiguity for selection, 
the introduction and scope were further reviewed. Further, the highly cited papers in the relevant 
journals and chapters identified after this step were then considered for review. 

Today because of mass tourism and unsustainable tourism industry, the people of Ladakh 
and the industry itself are facing many environmental problems such as cloud bust, uneven 
temperature, less snowfall in winter, shortage of water in summer, contamination of 
groundwater, drainage problem, no solid waste management and many more. The changes in 
environment are caused by greenhouse gas (GHG) emissions, and these gases are emitted mainly 
from transportation (aviation and automobiles especially taxi’s) and consumption of coal and 
petroleum products for generation of electricity to meet the huge demand of tourism industry. 
Other problems are poor solid waste management and over exploitation of natural resources like 
water. A study by Ladakh Ecological Development Group (Ledeg) found that the average 
Ladakhi uses 21 litres of water per day, while a tourist needs as much as 75 litres. One of the 
major reasons is the use of dry (compost) toilets by local which requires zero consumption of 
water. Traditionally people of Ladakh used to recycle everything which results into zero waste. 
Even the human waste is used as manure for agriculture purposes and the farming used to be 
100% organic. 



 

75 
 

The situation deteriorated in 2018 where the entire region of Ladakh faced an acute 
shortage of water as there was minimal snowfall during the winters. As a result, most of the 
agricultural land was left uncultivated which used to be the main source of livelihood a decade 
ago. In villages people still depend upon agriculture for their livelihood but the externalities of 
tourism industry have affected the lives of farmers. It has contributed into more income 
inequality and it also created a social gap between have and have-nots. 

 
Overtourism in Ladakh: Need for Action from Stakeholders 
The impact of climate change is visible around the globe but situation in the Himalayan region 
which is considered as the third pole is getting worse. Shrinking of glacier due to climate change 
is one of the biggest challenges faced in both highlands and lowlands. The problem of water 
shortages is faced in highlands and low land are being flooded by increasing sea level. The 
majority people of Ladakh especially the farmers are totally dependent on glacier water for 
irrigation purposes. But the problem of shrinking glaciers and low precipitation during winter 
has led to new innovation in water management. Such innovation has a sophisticated response to 
social, environmental and cultural constraints (Clouse, 2017). Artificial glacier and Ice stupa are 
the result of sustainable innovation. 
 

Artificial Glacier 
 

Chewang Norphel from Ladakh known 
as “Ice Man of India” invented artificial 
glacier in 1987 to address the problem of 
scarcity of water. Artificial glacier is a 
technique to harvest the waste water during 
the winter to store it in the form of ice. Such 
glaciers were created at relatively lower 
altitudes as a result it melts earlier than natural 
glacier and thus provide water for irrigation 
during the critical first months of the growing 
seasons i.e. April and May (Daultrey & 
Gergan, 2011).  

 
 

 
Ice Stupa 
 
Sonam Wangchuk used the innovative 

method of storing water in a conical shape 
which later became famous as “Ice Stupa”. 
The structure of Ice Stupa maximizes the 
volume of ice by growing vertically up than 
increasing the base of ice thus reducing the 
direct and full exposure to sunlight.  
 
 
 

 
 
 



 

76 
 

Implications of Research and Way Forward 
Embedded sustainability efforts clearly result in a positive impact and in order to protect the 
fragile ecosystem the Ladakh government should restrict the number of visitors by issuing 
limited number of permits and totally prohibiting the sensitive areas. Moreover, scattering the 
demand from peak season to non-season is also suggested by promoting cultural festivals 
adventure sports, culinary fests during non-tourist demand seasons. De-marketing of mass 
tourism and marketing of alternative tourism like home stay reduces the pressure on natural 
resources. Introducing a code of conduct for visitors with the aim of promoting respect for local 
culture, places and people is the need of the hour. Thus, coordination and implementation of 
sustainable tourism polices by different stakeholders and by improving environmental, social, 
and governance (ESG) performance in the areas in which the tourism company has a material 
environmental or social impact (such as in their operations, value chain, or customers). 
Awareness program for local community as well as tourist and strict monitoring of travel agents 
and hotels and guesthouses to ensure sustainable activities are imperative. 

 
Conclusion 
A collaboration and cooperation among different stakeholders in designing and implementing 
sustainable policies could be a vehicle to achieve a balance development of social, economic and 
ecological domains (Poudel etal, 2013). The overtourism in the recent past had been a challenge 
for the locals in Ladakh and it will continue to be if actions are not taken to manage the flow of 
tourists in the region. Innovation like artificial glacier and ice stupa are short term solutions to 
cure the problem but much of the work needs to be carried by different stakeholders for ensuring 
sustainable growth of tourism industry. 
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Abstract: 
The research is devoted to the currently popular aspects of transportation sustainability 
and green supply chains. The issues of sustainability in the context of companies and the 
state are studied a lot. Often articles are devoted to issues of institutional factors, image 
risks of non-compliance with environmental requirements. But the aspect of sustainability 
in infrastructure is not so developed in scientific sphere. The Baltic Sea Region brings 
together projects and organizations focused on enhancing clean shipping. The goal of this 
paper is understanding of joint strategies for the development of transport infrastructure. 
The research answer to questions about possible instruments adapted from the world, and 
which are needed in Russia. In recent time, both clean and collaboration trends have been 
an important part of many corporate supply chains to reach business performance. The 
result of case analysis confirmed three dimensions of collaboration that could strength 
relationship of partners: public sector support, partners’ selection and sustainability team 
formation. Result of this study also informs partners about the importance of commitment 
from partners in supply chains. 
 
Keywords: Clean Shipping, Baltic Region, Green Mobility 
 

Theoretical background 
The traditional transportation world is changing under the influence of demographical, 
technological and sustainable factors. Combination of changes in trade markets globally and 
technological development help to dramatically reduce the cost of the production, thus trend for 
offshoring is going to the past with emerging new trend for shoring closer to the market. Such 
changes move popular maritime routes closer to the market of consumption, especially in 
Europe. These means the rising importance of environmental protection activities and other 
sustainable practices be implemented. 

The terms “sustainability” and “sustainable development” have spread since the 
publication of the report “Our Common Future”, prepared by a special commission of the United 
Nations General Assembly in 1987. In order to pursue a policy of sustainability, the UN has 
developed the Millennium Development Goals (until 2015). Later, in accordance with the 
agenda "Transforming our world: the 2030 Agenda for Sustainable Development", which was 
approved by the heads of state and government at the UN Summit in September 2015, 17 global 
goals for sustainable development of countries were put forward, defining key tasks to be 
achieved through cooperation of all countries and stakeholders. The Sustainable Development 
Goals are a call to various stakeholders: governments, the private sector, civil society and just 
people, however, recently, it is the business community that has begun to play a special role in 
the implementation of the sustainable development goals. 

The list of current regulatory requirements include following arguments for sustainability 
agenda and green shipping: 

 14th Sustainable Development Goal aims to sustainably manage and protect 
marine and coastal ecosystems from pollutions, as well as address the impacts of ocean 
acidification. 

 The International Maritime Organisation (IMO) 2020 reguires to bring the 
Sulphur cap in fuel oil for ships dowm from 3,5 per cent to 0,5 per cent. 
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 The initial IMO strategy aims to reduce CO2 emissions from international 
shipping by at least to 40%by 2030, pursuing efforts toward 70% by 2050, and to reduce GHG 
by at leat 50% by 2050 comparing with 2008. 

 The IMO efficiency design (EEDI) index sets standards for new ships and 
associated operational energy efficiency measures for existing ships. 

 IMO requires vessels to install ballast water treatment systema no later than the 
first renewal of the International Oil Pollution Prevention (IOPP) certificate. 

 Large commercial seagoing vessels flying with an EU Member State as flas state 
may be recycled only in designated ship recycling facilities included in the European List of ship 
recycling facilities. 

Additional challenge specific for transportation is the number of stakeholders of the 
service and infrastructure. The preliminary scope of actors with different and sometime opposite 
interests includes shipping companies, shipyards, terminal and warehouse operators, other 
infrastructure operators, equipment manufacturers, cargo owners, nongovernmental 
organizations, environmental organizations, classification societies, public officials and 
politicians, other industries, R&D organizations and universities etc. 

It was confirmed by various studies and practices that clean technologies in supply chains 
could be successfully implemented, but it is not clear how partners can support clean tech 
performance in collaboration and hence strengthen total supply chain performance. We test the 
practice-based research questions as well as theoretical framework of clean and green logistics to 
understand the patterns of successful implementation of clean logistics through collaboration. 
We used case study observations from two EU-funded projects in clean logistics and industrial 
symbiosis to develop a conceptual model.  

 
EU initiatives in the Baltic Sea 
According to the GDP Global Supply Chain Report 2018/19, supply chain emissions are up to 
5.5 times greater than a company's direct operations1.  

Even though shipping is considered the most efficient and environmentally friendly mode 
of transport, ocean and sea transportation has a significant share in total emissions that are made 
by global supply chains. Several countries made zero and low-emission solutions in shipping the 
priority of public policy.  

Norway has committed itself to reducing greenhouse gas emissions by 40 percent by 
2030.  

CSHIPP project was established in the Baltic Sea Region to bring together projects and 
organizations focused on enhancing clean shipping. The Baltic Sea is one of the busiest seas in 
the world, and the role of clean solutions in shipping is crucial. According to HELCOM, for the 
last 15 years, there were on average more than 1350 IMO commercial registered ships traveling 
per day2. As for the past years, most of the visits were done by passenger ships due to the 
frequent ferry connections between cities, even though cargo ships are the most numerous ship 
type operating3. By the way, this mode of transportation has different types of emissions: air 
emissions; noise; solid waste; water discharges. 

New clean shipping technologies, alternative fuels and propulsion to reduce emissions 
(air, water, noise) are constantly studied. There are several developing projects in the region 
devoted to electrified shipping fleets, LNG solutions and so on. The goal of CSHIPP is to 
enhance collaboration in the field of clean shipping. Another example of cooperation in the clean 
shipping is BSR Electric project. This project is aimed to enhance the utilization of e-mobility in 

 
1 https://www.cdp.net/en/research/global-reports/global-supply-chain-report-2019 accessed 04.10.20 
2 http://maps.helcom.fi/website/mapservice/?datasetID=95c5098e-3a38-48ee-ab16-b80a99f50fef accessed 04.10.20 
3 http://maps.helcom.fi/portal/apps/MapJournal/index.html?appid=112c1f7637cb490793a2e79e7d82032e accessed 
04.10.20 
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urban transport systems around the Baltic Sea Region by demonstrating potential applications of 
various types of urban e-mobility.  

 
Russian context of green shipping  

Russia is just catching up with the developed markets in terms of environmental 
legislation. The Russian government has three priorities regarding the shipbuilding sector:  

 the creation of specialized marine equipment (needed for the exploration of the 
continental shelf and for the development of the Northern Sea Route), and the production of 
high-tech, medium-tonnage transport and supply vessels, high-tech fishing ships, and marine and 
river research vessels.  

 the implementation of institutional changes, creating clusters in shipbuilding 
development, and leasing mechanisms for marine and river equipment.  

 bringing Russian leading manufacturers back to a world-class standard 
The main tools of current government support are formulated in the state program 

“Development of Shipbuilding and Facilities for Offshore Fields, 2013 – 2030”.   
 Stimulating development of innovative production in the shipbuilding industry; 
 Assistance in the development of leasing arrangements for ships and offshore 

structures built in Russia; 
 Establishing utilization funds for particular types of vessel (fishing, passenger 

within river navigation) 
The new legislation has also influenced market participants as, for example, some 

Russian banks started offering loans for the purchase of energy efficient equipment. We believe 
that the role of Russian government in the environmental regulation will gradually grow further. 
Talking about financial infrastructure we found several financial institutional programs available 
for the green shipping: 

 Vnesheconombank, the state-owned entity in charge of development of Russian 
economy, participates in the implementation of projects in Russia devoted to better using of 
natural resources, environmental safety and green economy development. The bank announced it 
aimed to help Russian firms to raise 4,3 billion USD for green projects.  

 Russian Industrial Development Fund provides loans with lower subsidized 
interest rates for development of new modern hi-tech products and processes based on best 
available solutions. One of the criteria for providing loans is ecological impact of the product or 
technology. 

 Sberbank plans to develop green bonds market. Green bonds are supposed to be 
emitted by project companies. On September 1, 2018, about 50 of Russian companies had issued 
corporate or concessionary bonds, with a total of 420 issues in circulation worth 6.5 trillion 
rubles.  

 Skolkovo foundation has a program called GreenTech Startup Booster. This 
program set up with support of the Ministry of Natural Resources and Ecology of the Russian 
Federation, the Ministry of Construction and Housing and Utilities Russian Federation, the 
Ministry of Energy of the Russian Federation Conducting the first Russian accelerator for 
technological startups in the field of ecology. 

Another factor demonstrating the level of sustainability development could be 
certification. Green certification it is not yet a strong market trend in Russia, given its relatively 
short history compared to nearly 25-years of Green Development in the US and Western Europe. 
Nevertheless, after a slow start, the popularity of environmentally friendly and energy efficient 
buildings is increasing almost exponentially. 

In October 2019 the Russian Government approved a “Strategy of shipbuilding industry 
development for the period up to 2035”. The goal of the Strategy is to create conditions for the 
development of the industry. This document has three scenarios, and the target (boosted) 
scenario includes the large-scale creation of new production facilities and modernization of 
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existing ones, with increasing also labor productivity4.. This initiative will need financing for 
green projects as new production facilities will be subject to sustainable expertise. 

One example of providing a support for clean technologies in shipping could be found in 
St.Petersburg. The project of building a network of electric fueling stations for electric-driven 
passenger ships in the historical center of St. Petersburg. Approximate support value is 1million 
euro. In order to reduce harmful emissions, as well as to estimate the projected reduction of 
operational costs of shipowners for the operation and maintenance of ships, it is proposed to 
create a network of electric fueling stations for passenger ships in the historical center of St. 
Petersburg for a water electric transport equipped with modern energy storage systems, as well 
as the infrastructure. 

The perspective current ships under development and construction are Ecovolt, Cityvolt 
and Ecocruiser offered by the company Morsvyazavtomatika from St.Petersburg Up to 80% of 
the internal systems of new electric ships at Morsvyazavtomatika are developed and produced 
independently, which is unique in comparison with classical western shipyards. The company 
has its own know-how for these projects: energy storage devices, vessel propulsion, on-board 
communication systems, ventilation and air conditioning systems5. 

Another project devoted to the green shipping is Liquefied Natural Gas which is used as a 
fuel for ship in one project started in Russia – Chaika SPG – new passenger ship the construction 
of which is reported to be started in Russia in Feb 2020. The use of gas on river and sea vessels 
is a new segment of the NGV market. Today LNG is the most promising motor fuel for water 
transport, the most affordable alternative to naval fuel oil and diesel. Pleasure and excursion 
vessel (motor ship) "Chaika-LNG" is intended for passenger transportation, including on tourist 
routes. It will be able to accommodate at least 170 people. The ship is planned to be launched 
this year6.  

 
Conclusion 
As we can see Russian Federation is on the developing stage for sustainability development, the 
legislative regulation has nowadays the main influence for companies. The sphere of institutional 
and financial infrastructure for new project is also is rising. Comparing with European proactive 
corporate development projects implementations, few Russian projects are on the development 
stage. The market for green certification is also not popular yet. But the global maritime 
transportation trends are rapidly penetrate and create the future for implementation of sustainable 
project including green logistics.   
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Abstract: 
The paper investigates peculiarities of online classes in the context of a covid-19 pandemic. 
Self-isolation of people and the accompanying economic crisis in early 2020 around the 
world and in the Russian Federation, various forms of distance, e-learning and network 
learning have consistently replaced traditional classroom education in teaching students. 
Traditional classroom education, as a rule, includes full-time, part-time, part-time with 
elements of open or distance learning (DL), evening, evening-part-time forms of study and 
external studies - being the live communicative educating forms. While carrying out the 
research and experimental work on the integration of traditional classroom and elements 
of new electronic information and telecommunication forms of distance and network 
education in Russian universities consistently and for a long time, over past decades, the 
unexpected and though temporary situation of self-isolation has depicted considerable 
challenges which the main counterparts have faced with and tested on both oneself each 
other. Thus, the concern is when confronting the pandemic, the administration and 
teachers of universities, together with students, determine the most optimal technologies in 
teaching students. 
 
Keywords: Distance and Network Education, Educational Technologies, Electronic Information 

 
Introduction 

1.1 New realias of education 
In March 2020, in accordance with the recommendations of the Ministry of Science and 

Higher Education of the Russian Federation (Order No. 397 dated 03/14/2020), in order to 
ensure the safety of students and staff in the context of the COVID-19 coronavirus pandemic, 
most Russian universities were recommended to organize a fully networked and distant learning 
(DL). Many universities were ready for such a quick transition of students and teachers to DL 
due to the timely created or adapted hardware-technical, software, subject, methodological and 
administrative-management basis in order to support distance learning.  

Accordingly, in conditions of citizens’ self-isolation and a covid-19 pandemic, the 
educational process in universities was to be based on secure online and electronic forms of 
implementation of educational programs (EP). For this, since March 2020, there have been used 
various systems for the transmission of online and offline educational data, educational content 
management systems (LMS platforms) based on subject databases and information and 
telecommunication networks. Namely all the electronic platforms were first and foremost 
arranged and lately used by the participants of the learning process for independent work of the 
students. So the terms of independent learning were partly and temporary (meaning the uncertain 
time-limits of self-isolation transformed into the on-line class activities.   
 
Main body of the paper 

2.1 Pandemic challenges for modern education: teachers’ point of view 
To reveal the problems and improve the situation with current way of teaching, we 

conducted a “hidden” survey in the form of an ordinary task for English lessons. Thus, the use of 
online and offline educational data transmission systems, LMS platforms and information and 
communication technologies for learning based on Internet technologies in universities implies 
arrangement of interacting subject and discipline application  that  make the digital educational 
space of university   
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On the other side of this process there are some electronic virtual educational 
communities formed in the course of their virtual educational and non-educational activities. 
First come the students as a direct object of education which further involves organization of 
some team activities within scientific and leisure areas [2]. Then go the teachers being the 
subjects who ensure organizational professional, scientific, educational activities. Apart from the 
subject and objects of the virtual educational process are the heads of educational programs for 
organizing and monitoring educational teaching processes and student progress.  

In traditional IT-training class, the main forms of educational interaction between 
students and teachers when using elements of DL for training students are suggested to be group 
work or common collective general activity there also may be individual tasks which are used 
depending on the needs of the educational process the specifics of the discipline or directions and 
specialties of educational training in universities. 

The use of DO elements and forms with the possibility of using IT video lessons, online 
chats and testing, teleconferences is guaranteed by Article 16 of Law No. 273-FZ. Based on this 
law and their own legal acts, Russian universities have been installing, filling and experimentally 
using various Russian and foreign LMS platforms, DL systems and network 
telecommunications: Moodle, Miropolice, Google Classroom, Google Meet, Skype, Hangouts, 
Zoom, YouTube - for organizing synchronous and asynchronous delivery of educational material 
and independent work of students[1].  The choice of a platform or system may depend on 
commercial attractiveness, access to high-speed Internet, and the number of students. 

 
2.2 Pandemic challenges for modern education: students’ point of view 
Students of different institutes of NMSTU were asked to write a letter «Challenges of 

University Students at Quarantine: ICT to Help Them». We will present some of them to prove 
and systematize the challenges. (Students’ variant – not corrected!!!) Challenges are in bold! 

 
1 
Dear Ms Zerkina, 
I am writing to you about challenges of University Students at quarantine. This letter will 

sound like complaints about other teachers, because I will write on my own 
experience.Probably, in every education institution there are many teachers who think that 
their subject is the most important. Even if it is not. I have a couple of such teachers – they 
really believe that we should be experts in their subject, so they give a lot of work to us. Imagine 
that not one does this, but several teachers – students simply do not have enough time to life, to 
do everything that teachers gave we have to sit until late night. It seems to me that teachers 
need to think about how much work they ask. 

Your sincerely, 
Sxxx Ixxx. 
 
2 
Dear Ms. Serkin Natalia, 
It was nice to hear from you. I will try to fully answer your questions. I believe that the 

main problem of students is a large number of homework assignments. It is not always possible 
to pass everything on time. But fortunately we have an Internet that we are good at, without it 
would be difficult to learn. Thanks to the Internet, we can spend our free time learning 
something new or chatting with friends. Despite this, it can be very boring to spend all your time 
at home on the Internet. I am very happy that I live in the village and I have the opportunity to 
go outside, in the yard and get some fresh air, play with the whole family or work in the garden. 
Of course, I believe that safety is very important and therefore adhere to all hygiene measures! I 
really hope that the quarantine will end soon and we will live our daily lives.  

Take care, 
Zxxxx 
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3 
Dear Natalia Nikolaevna, 
Since the beginning of the quarantine, my classmates and I have had problems with 

learning the material. We lacked detailed explanations of the lecture material and practical 
examples. But thanks to Internet technologies, we began to get some information ourselves, and 
difficulties began to arise less. 

Sincerely, Kxxx Axxx. 
 
4 
Dear, Ms Lomakina 
We are progressing technologically and very quickly. Because of the virus, I had to 

switch to distance learning. About 20 years ago they could write about this only in science 
fiction books. Now this is the norm for us. It is very good that there is the opportunity to engage 
in a remote distance. There is additional time that needs to be valued and spent usefully. Of 
course, it is difficult to study the material on your own, but this is an opportunity to delve into a 
particular topic and understand it much better than with a teacher. But there are people who 
find it very difficult to study topics on their own, and they need to communicate with the 
teacher. For them, there are many different platforms for video chat. There you can discuss the 
topic with the teacher. I love distance learning more than going to university every day. Because 
there is time for self-development. 

KAxxxxx 
 
5 
Dear, Ms Lomakina 
Using information technology in the field of education is very exciting! On the one hand, 

it’s very convenient, you can easily do homework, but on the other hand, it’s very difficult to 
learn new material! For example, our group finds it difficult to do homework in mathematics, 
because we need to complete tasks that we have not yet completed. The worst is that we do not 
have eye contact with Teacher and cannot learn new material. Of course, the use of 
information technology is very useful, but at the same time very difficult. I would like to quickly 
return to the institute, meet classmates and teachers. To be honest, I really don’t like online 
education, I prefer running in pairs all over the institute, meeting friends and working in class. 

Dxxxx 
 
6 
Dear, Ms Lomakina 
Using information technology in the field of education is very exciting! On the one hand, 

it’s very convenient, you can easily do homework, but on the other hand, it’s very difficult to 
learn new material! For example, our group finds it difficult to do homework in mathematics, 
because we need to complete tasks that we have not yet completed. The worst is that we do not 
have eye contact with Teacher and cannot learn new material. Of course, the use of 
information technology is very useful, but at the same time very difficult. I would like to quickly 
return to the institute, meet classmates and teachers. To be honest, I really don’t like online 
education, I prefer running in pairs all over the institute, meeting friends and working in class. 

Best Wishes Axxxx 
 

Method 
As it is well-known, new knowledge and experience about reality come first, straight from 
viewing new terms that have outcome off the present epidemiological situation i.e. observation 
method, which was used in our study. 

The method of scientific observation (Latin: Observation), in contrast to simple 
contemplation or ordinary observation, presupposes a plan, purpose and means by which the 
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researcher moves from the observed phenomena to the result of the observation done. The 
current study used an active cognitive process aimed at obtaining empirical information, which 
was then recorded and systematized. 

 
Empirical results and conclusions 
Quite often a number of students do not have at home, in dormitories or in self-isolation centers 
a sufficient number of modern and reliable hardware, software, communication means, 
computers, laptops, tablets and high-speed communication channels.  The students of IT areas of 
training, engineering and natural science educational programs, remote viewing of subject 
content, audio and video materials, for example, in the field of programming, did not get the 
opportunity to acquire subject skills and competencies obtained during traditional classroom 
studies in specialized subject IT laboratories and computer labs with a university teacher. For 
example the creation of virtual models of emulation of subject IT laboratories and computer 
classes is a rather expensive process, which, taking into account the rapidly developing IT 
technologies, quickly loses its relevance due to the specifics of the subject matter.  There should 
also to be mentioned the unformed skills of independent work among 1st and 2nd year students, 
low interest and motivation of students in independent learning, research, search activities in the 
process of distant education at home, in a student hostel or in self-isolation / treatment centers 
[3]. 

So, in the process of experimental work with elements of distant education, leading 
Russian teachers and university experts have identified the features and disadvantages of distant 
education, in particular, when organizing training depending on specific enquiries of the 
situation.  

At the same time, the administration and teachers of universities, independently designing 
the most optimal technical and software solutions for each educational program, must 
individually take into account the specific conditions for the implementation of the pedagogical 
principles of work, staffing, technical capabilities and the equipment and technology available to 
students and teachers, which will allow to partially optimize and reduce the possible negative 
consequences of the transition to a fully networked, telecommunication form of educational 
organization with limited opportunities for movement, self-isolation of students and teachers in 
the context of the coronavirus pandemic. 
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Abstract: 
Platforms consider to be effective vehicles to create new value. We will explore the issue: 
are platforms, digital ecosystems effective in new value sharing between all actors, involved 
in the ecosystem? Based on the theory of factors of production the relationships between 
companies-owners and managed platforms were rethought: the platform ecosystem is 
growing from asset heavy structure of enterprise with large stuff to asset light structure of 
enterprise increasingly due to shifting the burden of factors of production onto so-called 
free agents (self-employed, small and medium—business). The research reveals the unfair 
sharing of platform created value between determined in the paper beneficiaries or 
“acceptors“ and “donors“. Our research shows that one and the same platform acts as a 
fertile ecosystem in relation to platform owners and customers, but evaluating the market 
position of self-employed and independent contractors, platform cannot be described 
otherwise than a monopolist jungle with 30% commission fee. 
  
Keywords: Platform Companies, the Theory of Factors of Production, Shared Value 
 
Introduction 
The Botanic concept “Ecosystem“ was successfully imported to the interconnected world of 
business. F.e. Alibaba used the word “ecosystem” in the IPO prospectus report-2019   no fewer 
than 160 times. In terms of the business model, there is a trend in the modern market to move 
from the concept of "classical organization" (hierarchal organizations with significant physical 
assets and a large number of direct employees) to "ecosystem". Platforms and digital have now 
also taken root far beyond high-technology into the middle- and law-technology sectors of 
economy. 

In Russia (Moscow) courier’s strike took place in “Delivery Club“ at the food delivery 
market and the second taxi driver’s hunger strike took place in the taxi market. At the same time 
in USA Basecamp, Blix, Blockchain.com, Deezer, Epic Games, the European Publishers 
Council, Match Group, News Media Europe, Prepear, Protonmail, SkyDemon, Spotify, and Tile 
have established the Coalition for App Fairness (CAF). “The Coalition for App Fairness is an 
independent nonprofit organization founded by industry-leading companies to advocate for 
freedom of choice and fair competition across the app ecosystem (highlighted by the author). So, 
we observe different countries and different markets but discovered the common problem:  30% 
commission fee of different platforms. It has determined the objectives of our work. The key 
thesis has become today widespread in management: platforms bring together a broad array of 
relevant resources and help users of the platform to connect with the most appropriate resources. 
Let's add one more thesis: platforms can be effective vehicles to create new value. We will 
explore the issue: if platforms, digital ecosystems can be effective in new value sharing between 
all actors, involved in the ecosystem: owners, customers, and free agents? 
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From shared value to income distribution  
2.1 Platforms: Asset Light Or Asset Heavy: What Is The Way To Grow? 
The relationships between companies and managed platforms can be grouped into three 

types (Figure 1). 

Figure 1. Platform by enterprise type (Peter C. Evans and· Annabel le Gawer. 2016. P.20) 

Based on the objectives of our work and factors of production’s theory, we highlighted 
next two management questions as most important. The first one, governance (owner of the 
platform) considers how to share value. The second, the owner of the platform is governing not 
only employees (as in a hierarchical command-control structure) but free agents, and therefore 
conflicts have to be resolved. In the global platform survey, we can see almost in equal measure 
both publicly-traded and privately held platforms. Platforms with different ownership structures 
and enterprise type (f.e. App Store and Google Play) can be united by common approaches to 
platform governance. Traditional high-margin business models target the maximum price of 
products and services. On the face of it, different approaches are needed to manage the platform: 
maximum value may be created by offering low or even offering products and services for free 
on behalf of the attraction of other valuable customers. We suggest the next thesis: the platform 
ecosystem is growing from asset heavy structure of enterprise (company) (Figure 1) with large 
stuff to asset light structure of enterprise increasingly due to shifting the burden of factors of 
production onto so-called free agents (self-employed, small and medium business). So the 
platform ecosystems are growing in inverse ratio to the reduction of her physical assets and staff 
of the company- owner of the platform. 

 
2.2 Method of research: Theory of the primary factors of production 
Classical, neoclassical and new interpretations of factors of production must be analyzed 

in the framework of our objective (Table). 
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Table - The primary factors of production 

Classical Political Economy and 

P.Samuelson, Nordhaus W. 

McConnell C.R., Brue S.L. Gentile, 2011 

 

Labor, capital and land Labor, capital, land  

entrepreneurial ability 

Time, Information and Capital 

 

 

Let's go back to Figure 1: we mentioned in our Introduction platforms App Store and 
Google Play. According to Figure 1 both companies- platform owners Apple and Google are not 
examples of asset heavy structures of enterprise (company). Google is classified as asset light 
structure of enterprise. Apple (and also Amazon) is classified as a mixed structure of the 
enterprise. Simultaneously, always competing with Apple company Samsung refers exactly to 
asset heavy, the structure of enterprise with large a staff. Platform Uber App is  classified as 
asset light structure of the enterprise. 

We illustrate the economic content of the asset light structure of enterprise using the 
example of the taxi industry in Russia (Figure 2).  

 

 

Figure 2. Participants of the Ecosystem in the taxi industry in Russia 
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Figure 2 was quoted from the original Russian recognized source, consequently, it 
demands translation of its keywords in English:  

- Tаксисты – drivers. 
- Tаксомоторные парки – taxi parks (transportation companies). 
- Таксомоторные парки «облегченного» типа – asset light taxi parks 

(transportation companies). 
- ИП  – sole proprietorship (with self-employment tax). 
-     Агрегаторы - aggregation platforms.  
-     Профессиональные союзы – unions. 
-     Производители ПО – multi-sided platforms. 
-    Лизинговые компании – leasing companies. 
-    Автопроизводители - car manufacturers. 
-   Специализированные сервисные центры - specialized service centers. 
-  Федеральные регуляторы - federal regulators. 
-  Региональные регуляторы – regional regulators. 
 
We don't agree with the authors of the report by the Analytical Center for the 

Government of the Russian Federation that drivers are positioned as a core of  the Ecosystem in 
the taxi industry in Figure 2.  On the contrary, we will position aggregation platforms as a core 
of  this Ecosystem and we will focus attention on its other participants  “asset light taxi 
parks“(transportation companies). They almost have no employees, cars and now work in the 
taxi industry together with drivers (sole proprietorship with self-employment tax) as independent 
contractors (free agents). The trade union of taxi drivers doesn't understand the reasons, why the 
aggregator monopolizes the right to set tariffs. We are sure that only transportation companies 
must set tariffs. The same problems in the taxi industry were identified not from the supply side, 
but from the demand side. The key actor of the Russian Taxi industry, Aggregation platform 
“Yandex. Taxi“, was criticized by customers on the following points: too long working day of 
driver and platforms commission fee that can reach 30%. 

 
2.3 Uber, Lyft have to adjust their business model. What about App Store and 

Google Play? 
Obviously, for 10 years sector “gig industry“ accumulated a critical mass of problems. 

This statement is confirmed by the fact that we can see almost similar estimates of labor 
components in the gig taxi industry contemporaneously in Moscow and San-Francisco.  

 On the August 2020, Uber Technologies Inc. and Lyft Inc. were ordered to 
convert their Сalifornia drivers from independent contractors to employees. This case brought by 
California officials is considered beign the most serious legal threat to the gig industry. So Uber, 
Lyft have to adjust their business model. The authorities do not hear arguments of Uber, Lyft 
like that: flies in the face of economic reality and common sense, and the vast majority of drivers 
want to work independently. California tries to make sure the people get the workplace 
protections they deserve.  

How do platforms contribute to the employment of the industries where they operate? If 
the publicly traded platforms employ at least 1.3 million, a complete accounting of data about 
workplaces on privately- owned platform companies is not available. 

In September 2020, Leading App Developers formed “The Coalition for App Fairness 
(CAF) to Promote Competition and Protect Innovation on Digital Platforms“against two 
platforms App Store and Google Play.  So the great fight with greedy billion-dollar corporations-
owners of platforms begun. Basecamp, Blix, Blockchain.com, Deezer, Epic Games, the 
European Publishers Council, Match Group, News Media Europe, Prepear, Protonmail, 
SkyDemon, Spotify, and Tile have established the Coalition for App Fairness as an independent 
nonprofit organization.  CAF will advocate for enforcement and reforms, including legal and 
regulatory changes, to preserve consumer choice and a level playing field for the app and game 
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developers that rely on app stores and the most popular gatekeeper platforms.  There are three 
central issues of The Coalition for App Fairness (CAF) reflected on the website: 1) Anti-
Competitive Policies (here two case studies from Tile and Kindle are posted). 2) 30% “App Tax“ 
on Creators&Customers. Because of Apple's market power, it is charging exorbitant rents – 
highway robbery, basically – bullying people to pay 30% commission fee or denying access to 
their market. 3) The App Store Limits Consumer Freedom. Apple doesn’t have a monopoly on 
smartphones, but it’s hard to say that they don’t have a monopoly over iOS users. If you want to 
exist on mobile, you have to go through Apple as a gatekeeper. Developers and creators want 
Apple to open its App Store platform so that any company can build software on their own terms 
and release it to people freely.  

 
Empirical results and conclusions: Ecosystem for Platforms Owners and Customers = 
Jungle System for Self-Employed and Independent Contractors? 

We compared data on global and national platforms with information from national 
antimonopoly agencies, as well as with other open information about monopoly high prices and 
players holding a dominant position in global, national, and local markets using the examples of 
Russian and American platform owners. The modern concept of the ecosystem and the process 
of value creation is based on the best traditions of neoclassical economic theory - it focuses 
exclusively on the customers, on their loyalty and benefits. While the debate theories of growth, 
income distribution, inequality, and differences between the extremes of income and income of 
the majority were traditionally conducted for political economy. But we explored another clear 
beneficiary of the ecosystem – platform owners. Analyzing the current position of ecosystems in 
the markets (global, national and local), we came to the conclusion that there is the relationship 
between the self-positioning of a company as an ecosystem in digital markets and its monopolist 
behavior. In February 2020, the head of the Bank of Russia (Central bank) Elvira Nabiullina said 
that the regulator did not want the formation of digital monopoly ecosystems in the country, 
which could turn from locomotives of the market development into brakes and barriers.  

Figure 3 illustrates and reveals the unfair sharing of platform created value or the unfair 
income distribution between the beneficiaries or “acceptors“ and “donors“. Our research shows 
that the same platform acts as a fertile ecosystem to platform owners and customers: platforms 
have maximum market shares in digital markets and customers have the minimum prices. But 
evaluating the market position of self-employed and independent contractors, it cannot be 
described otherwise than a monopoly jungle for free agents: with minimum wages, jobs and 
maximum working day – for self-employed; with minimum contract prices, and maximum 
comission fee – for independent contractors.  As you know, developed countries in the 21-st 
century experience a colossal deficit of jobs. Therefore, it is a very important to point that 
employees of independent suppliers, as well as self-employed, are also clients of ecosystems and 
not just its free agents. Thus, the value chain turns into a closed production cycle. Thus, the value 
chain turns into a closed cycle of reproduction, assuming the availability of resources for the 
development of all its components. I invite everyone to respond to Professor of the Paris School 
of Economics Thomas Piketty's appeal on the revival of the multipolar political economy and to 
return the issue of wealth distribution to the status of a central issue in economic science and 
policy. 
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Figure 3. Beneficiaries/ "acceptors" (platform owners and customers) and "donors"(self-employed, 
independent CONTRACTORS) of the platform created value 
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Abstract: 
Artificial Intelligence (AI) is a rapidly developing technology field, which has attracted the 
attention of society, including not business and politicians. For 2017-2020, many countries 
have already formed their official Artificial Intelligence development strategies. The main 
goal of this paper is the analysis of emerging market multinational enterprises (EMNEs) AI 
strategies to support the emergent economy and identify key AI strategies development 
directions. The research is based on, the analysis of large volumes of information, the 
author’s own experience, and extended literature review that includes latest findings in this 
field. The problem the author considers here is: How can we reduce the impact of political 
risk and uncertainty with the help of AI and how the emerging market multinational 
enterprises have been using the AI Strategies in the past fifteen years?  The findings of the 
research are based on providing a framework for assessing the role of EMNEs’ AI strategy. 
 
Keywords: Emerging Market Multinational Enterprises, Artificial Intelligence Strategy, 
Multinational Enterprises Artificial Strategies Framework 
 
Introduction 
Multinational Enterprises (MNE) adjust their strategies to better deal with the new and more 
volatile political and regulatory environment and attendant risks and uncertainties. 
Multinationals are also increasingly engaging in and formalizing political activities through 
lobbyism, political advocacy, CSR, and other nonmarket strategies. At the level of national 
businesses, in many countries, the international competitiveness of individual firms is rapidly 
becoming a government rather than just a private concern, in particular where state-owned 
companies are involved (Cuervo-Cazurra et al., 2014; Panibratov & Michailova, 2019). Andrea 
Goldstein (2007) argues that the history of multinational business offers valuable lessons for the 
present and shows how emerging multinationals are embedded in dense political, social, and 
ethnic networks. 

The AI strategy is defined as a set of coordinated government policies that have a clear 
objective of maximizing the potential benefits and minimizing the potential costs of AI for the 
economy and society. The recent flurry of AI strategies signals a growing interest among 
policymakers around the world in the potential benefits and costs associated with AI. According 
to Tim Dutton, Brent Barron, and Gaga Boskovic (2007), of the 18 AI strategies released to date 
across the world, none of them have the same set of strategic priorities. Many share common 
characteristics, but each is unique. Businesses, policymakers, and civil society actors need to 
keep this complexity in mind as they navigate the emerging field of AI policy. Tracking the 
evolution of these strategies and the arrival of new strategies will be critical moving forward in 
understanding this evolving area of policy development (Dutton et al, 2007). 

A huge number of people are currently working on solving issues related to the 
development of artificial intelligence and ways to teach it to think. By 2030, PwC estimates that 
artificial intelligence will provide a 14% increase in global GDP, which is about 15.7 trillion 
dollars, that is, it will become an integral part of the economy. Employees will need to enrich 
their knowledge with the ability to work with artificial intelligence, and the labor market itself 
will also be transformed: those who can be easily replaced will leave, but new personnel will be 
needed from those who will work with the latest technologies, engage in their implementation, 
training, and support (Serova, 2020). In emerging markets, artificial intelligence and intelligent 
technologies are, in fact, an integral part of cutting-edge management systems. They add to the 
globalization of business by providing quick access to employees, customers, and partners 
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worldwide, as well as coordinating global interaction between companies at different stages of 
the value chain. It does not mean that intelligent technologies and systems simply increase the 
efficiency of a company’s operations; they can be considered as a key intangible asset 
(Makridakis, 2017; Gavrilova et al, 2016; Lee et al, 2018; Serova, 2020).  

 
Contribution 
Artificial Intelligence has a unique attractiveness not only for business but for the government. 
At present, the academic community is focusing on the idea that AI is Machine Learning, in 
particular Deep Learning. However, this does not mean that all other technologies are not AI. 
The main goal of this paper is the analysis of MNEs' AI strategies to support the emergent 
economy and identify key AI strategies development directions. The problem the author 
considers here is: How can we reduce the impact of political risk and uncertainty with the help of 
AI and how the emerging market multinational enterprises (EMNEs)' AI Strategies have already 
been successfully using the AI Strategies in the past fifteen years? The findings of the research 
are based on providing a framework for assessing the role of EMNEs’ AI strategy. The EMNEs' 
AI strategy framework broadly categorizes AI strategies according to public policy areas and 
assesses each of their strategic priorities relative to funding. 
 
Methodology 
Research Methodology includes a systematic approach and comparative analysis. Many 
countries have already developed their AI strategy at the official level during the last 3 years 
(Dutton, 2018). The leaders in this list are the USA, China, France, the UK, Germany, South 
Korea, Japan, and European Union.  In the “Decree of the President of the Russian Federation on 
the Development of Artificial Intelligence in the Russian Federation” (2019) the following basic 
concepts were defined:  

a) Artificial Intelligence – a set of technological solutions that makes it possible to 
simulate human cognitive functions (including self-learning and seeking solutions without a 
predetermined algorithm), as well as to obtain results during the performance of specific tasks 
that are at least comparable to the results of human intellectual activity. This set of technological 
solutions shall consist of information and communications infrastructure, software (including 
that in which machine learning techniques are employed), and data-handling procedures and 
services;  

b) Artificial Intelligence Technologies – technologies based on the use of artificial 
intelligence, including computer vision, natural language processing, speech recognition and 
synthesis, intelligent support for decision-making, and prospective artificial intelligence 
techniques;  

c) Prospective Artificial Intelligence Techniques – techniques aimed at the creation 
of fundamentally new scientific and technical products, including those that have as their 
purpose the development of strong artificial general intelligence, (the autonomous solution of 
various problems,  automatic design of physical objects, automatic machine learning, problem-
solving algorithms based on partial data labeling and/or a negligible amount of data, information 
processing based on new types of computing systems, interpretive data processing, and other 
techniques).  

 
According to eight areas of public policy, the following AI strategies can be categorized 

and described (Dutton et al, 2007): 
▪ Scientific Research: The creation of new research centers, hubs, or programs in 

basic and applied AI research or a commitment to increase existing funding for public AI 
research. 

▪ AI Talent Development: Funding to attract, retain, and train domestic or 
international AI talents, including funding for chairs and fellowships or the creation of AI-
specific Master and PhD programs. 
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▪ Skills and the Future of Work: Initiatives to help students and the overall labor 
force develop skills for the future of work, such as investments in STEM (science, technology, 
engineering, and mathematics) education, digital skills, or lifelong learning. 

▪ Industrialization of AI Technologies: Programs to encourage private-sector 
adoption of AI technologies, including investments in strategic sectors such as agriculture, 
industries, and MIC, funding for AI start-ups and small and medium-sized enterprises (SMEs), 
and strategies to create AI clusters or ecosystems. 

▪ Ethical AI Standards: The creation of a council, committee, or task force to create 
standards or regulations for the ethical use and development of AI. This area also includes 
specific funding for research or pilot programs to create explainable and transparent AI. 

▪ Data and Digital Infrastructure: Funding for open data partnerships, platforms, 
and datasets, as well as commitments to create test environments and regulatory sandboxes. 

▪ AI in the Government: Pilot programs that use AI to improve government 
efficiency, service delivery, and public administration. 

▪ Inclusion and Social Well-Being: Ensuring that AI is used to promote social and 
inclusive growth and that the AI community is inclusive of diverse backgrounds and 
perspectives. 

 
Results and conclusions 
With the purpose of reducing the impact of political risk and uncertainty in the emergent 
economies, the author created the MNEs’ AI strategy framework.  The strategies of companies - 
key market players - were analyzed.  

For instance, IBM IA strategy is focusing on a new product development based on the 
IBM Watson system. 

Huawei AI strategy includes: 
− Development of an open AI ecosystem and talent support. 
− Introduction of AI technologies and products of the company. 
− Improving operational efficiencies Huawei. 
− Investment in AI development. 
− Creation of a portfolio of complex AI solutions. 
The AI market strategy is one of the most important areas for NVIDIA. NVIDIA 

systems-on-a-chip and accelerators lead the way in performance among the competition. The 
company not only conducts active research in the field of graphics accelerators and develops 
software for machine learning, but also works on global long-term projects such as smart cities 
and autonomous vehicles.  

Samsung's mission is to create user-focused, secure, self-learning AI products, in 
particular virtual assistants and the Internet of Things. The company ranks first in the world in 
terms of R&D costs. 

Allen Institute for Artificial Intelligence works on artificial intelligence systems with 
reasoning, learning, and reading capabilities, envisaging fundamental projects in the field of 
science and medicine. 

Yandex AI strategy is based on machine learning and AI technologies, which are used for 
searching, predicting traffic jams, targeting advertisements, composing music recommendations, 
voice assistants, self-driving cars, translating texts, analyzing images, and other tasks. 

Sberbank is focusing on the Implementation of a qualitative transition in doing business 
based on the use of artificial intelligence technologies and data analysis in key business 
processes to increase their efficiency and improve customer experience. 

Each EMNEs’AI strategy is unique and focuses on different aspects of AI policy.  
However, the most efficient EMNEs' AI strategies for reducing the impact of political risk and 
uncertainty can be grouped into the scientific research and talent development category, 
industrialization, ethical AI standards, and data and digital Infrastructure. Successful companies 
focus on new product development strategy and conquering new markets. 
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Abstract: The anticipating countries of Chinese “Belt and Road initiatives” (BRI) has been 
changing their position in global value chains (GVCs) all these years. The 2020 black swan 
has brought great effects to the world economy and the process of reconstruction of GVCs 
has been accelerated. This paper examines the influence of BRI’s implementation such as 
resource allocation, regional integration, and extension of GVCs and also the dynamic 
changes happening among anticipating countries. The results indicate that BRI has a 
significant positive effect on the improvement of BR countries in GVCs participation. 
Political factors such as regulatory quality and political stability can significantly change 
the participation level in GVCs. The core methodology of the given research is the 
literature review, case study, and comparative research. How the anticipating countries of 
BRI can further achieve improvement in participation of GVCs, the answer can be 
revealed in this paper. 
 
Keywords: Global Value Chains, Reconstruction, The “Belt and Road initiative” 
 
Introduction 
The GVCs is an advanced internationally dispersed production system to measure international 
fragmentations, it has changed the pattern of international trade and cross-border investment for 
good (Peng, F., Kang, L., Liu, T., Cheng, J., & Ren, L. 2020). The BRI proposed by China aims 
to promote highly efficient resource allocation, deep regional integration, and extension of 
GVCs. It is likely to change the status quo.  

However, the COVID-19 epidemic has brought a great impact on the world economy, the 
BRI is no exception, the initiative will be profoundly affected by the ravages of the virus and its 
aftermath. (Buckley, P. J. 2020). Since the outbreak of the COVID-19 epidemic, the international 
trade volume of various countries has declined significantly, and the role of participating 
countries in the GVCs is changing continually. During this period, the process of GVCs 
reconstruction has been accelerated. The virus puts pressure on extended global supply chains. 
Already, the export proportion of value chains was declining and higher value-added activities 
were increasingly ‘‘reshored’’ in home countries (Moser, 2019). 

While the world might recover from the crisis, the de-globalization is happening, the 
GVCs will be presented with a brand-new appearance. Also, there are constant voices raising 
questions about China’s initiative. Does BRI help participating countries improve their position 
in GVCs? Such questions are urgently needed to be answered. However, the specific impacts of 
the BRI on GVCs have not been adequately researched hence this paper aims at filling this 
research gap. The given article specified the influence of BRI on partnering countries in 
promotion in GVCs from different aspects through case analysis, and further identified the most 
influenced factors that significantly improve the participation level. 

 
Relevance  
The dynamics of the global economy is increasingly characterized by GVCs. Successful 
integration of firms and countries in GVCs is important for their development and integration in 
the international economy. Intermediate goods traded in parts and components have increased 
almost six times in GVCs between 1990 and 2015 as the total foreign direct investment (FDI) 
has increased about 12 times over the same period (Peng, F., Kang, L., Liu, T., Cheng, J., & Ren, 
L. 2020). Since World War II, the GVCs were often dominated by developed countries. 
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Manufacturing industries in developed countries have been continuously transferred to 
developing countries. However, the BRI in today’s global society is aiming at promoting 
industrial transfer and capacity cooperation among developing economies and regions, it is also 
making efforts to achieve the balance of GVCs’ governance. 

President Xi Jinping announced ‘One Belt, One Road’ in 2013, and the action plan for the 
BRI was released by the National Development and Reform Commission on March 28, 2015. 
China thereby undertook potentially the most significant international program of the twenty-
first century (Cai, 2017; Zhang, Alon, & Lattemann 2018). The anticipating countries of BRI 
have been changing their position in GVCs all these years. Remarkably, 29% of the BRI nations 
experience a role transition in GVCs. The BRI fosters new and extends existing co-operations 
between countries, but it also creates new tensions and facing many questions, which is an 
argument that is also reflected in the literature on economic aspects of the BRI (Thürer, M., 
Tomašević, I., Stevenson, M., Blome, C., Melnyk, S., Chan, H. K., & Huang, G. Q. 2020). 
Furthermore, with the global spread of the virus, due to the comprehensive issues such as 
difficulties in resuming work, broken global supply chains and blocked personnel and material 
circulation channels, the outlook for global trade is not optimistic and also the function of BRI 
has been widely questioned.  
 

 2.1. Theoretical framework 
As a prominent feature of global production and trading systems (Cheng et al., 2016), 

GVCs have received great attention for their significant influence on economic development. 
Tong (2017) found that developing countries have an opportunity to more value-adding activities 
by participating in GVCs. Gurgul and Lach (2018) noted that emerging markets and developing 
economies are all expected to improve efficiency in developing their comparative advantage 
within the GVC framework. 

However, due to an imbalanced industrial structure, a lack of infrastructure, inadequate 
regional integration, imperfect business environments, and insufficient innovation capabilities, 
most emerging economies are facing challenges in promoting their participation in GVCs (Wu, 
Z., Hou, G., & Xin, B. 2020). In particular, the BRI based on the principles of consultation, 
contribution, and shared benefits, is in line with the needs of the countries along the routes to 
accelerate domestic economies and promote their status in GVCs (Wu, Z., Hou, G., & Xin, B. 
2020).  

Recently, there have been increasing academic studies on BRI, focusing mainly on 
fundamental connotations, practical obstacles, and the implementation of the initiative (C. L. 
Caiet al., 2015). As a noteworthy matter of academics, there is a body of literature focusing on 
the impact of BRI in a specific filed or on some specific countries.  

At first, many researchers have studied that the international cooperation of BRI in 
different fields has emerged and increased significantly, such as infrastructure building (Wang & 
Yau, 2018), energy project (Sarker et al., Yuan et al., 2018,), environmental footprints and 
pollution (Saud et al., 2019; Fang, K., & Jia, X., 2020), and finance (Gabusi, 2017; Hafeez et al., 
2018).  

Also, a wealth of studies found that the integration with BRI contributes to domestic 
development from a single-country perspective. Some typical literature such as Selmier (2019) 
and H. M. Liu et al. (2016) noted that BRI catalyzes the development of Kazakhstan as an 
integrated transport complex, thus promoting the formation of a more complete supply chain. 
Irshad (2015) and Arrfat (2020) considered that the BRI and China–Pakistan Economic Corridor 
(CPEC) projects provide ample opportunity for Pakistan to integrate its industry and trade with 
the GVCs of China. Besides, participating in BRI benefits the integration of Russia’s 
transportation system into the logistics network of the Eurasian region (Makarov & Sokolova, 
2016) and the infrastructure development of India (Banerjee, 2016). 
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 2.2. Research gaps 
However, the specific impacts of the BRI on partnering countries’ participation in GVCs 

have not been adequately researched. At a time when globalization is facing bottlenecks and 
developed countries are hesitating about globalization, the Chinese BRI has affected the 
economic development of participating countries and their position in the GVCs. Since joining 
the BRI, many partner countries have been experiencing the role transition. There still exists a 
lack of research about what is the specific influence that the BRI brought to participating 
countries in GVCs. When we will identify the factors, which are affected by the BRI that can 
significantly influent the BR partnering countries’ participation in GVCs, we could further 
provide the suggestion for improvement. 

Our contributions to the literature are threefold. First, this study enriches the research on 
the relationship between BRI and GVCs and tries to specify the BRI’s effect on the 
reconstruction of GVCs. Second, this study would also try to identify the determinants of BR 
countries’ participation in GVCs and thus, provide suggestions for BR countries to improve their 
position in GVCs. Finally, considering the black swan of the 2020 year, this study is trying to 
add to the literature about the positive aspects of BRI and globalization. 
 
Methodology  
The core methodology of given research is the literature review, case study, and comparative 
research. In order to define the specific influence that the BRI brought to participating countries 
in GVCs, the previous literature would be reviewed and the case analysis would be conducted, 
mainly focusing on the BRI participating countries, among which the Association of Southeast 
Asian Nations (ASEAN), Africa, and Pakistan would be chosen as typical cases to study the 
influence of BRI’s implementation.  

Among the partnering countries, ASEAN-China economic cooperation is the most active 
in the region of Asia. ASEAN is China’s third-largest trading partner, and China is also 
ASEAN’s largest trading partner. As the third-largest destination for outward foreign direct 
investment (OFDI) from China, the ASEAN has initially formed a transnational production 
network among countries and gradually integrated into the GVCs. While the exchanges between 
China and Africa are mainly manifested in the fields of bilateral investment and trade, labor 
cooperation, and infrastructure building project with Africa. After long-term cooperation, the 
China-Africa value chain system has been initially formed, and China-Africa economic 
cooperation has entered into a brand-new multi-level pattern. In the case of Pakistan, the China-
Pakistan Economic Corridor (CPEC) projects provide a great example to explore the BRI 
influence on regional integration. 

In addition to case analysis, by collecting the data on GVCs before and after the 
implementation of BRI, this condition enables us to apply the difference-in-differences (DID) 
approach to identify the impact of BRI on BR countries’ participation in GVCs, thus, we will 
know the dynamic changes happening among anticipating countries 

When we will specify the effects which BRI has been taking to its partnering countries, 
following our job is to identify the factors, which are affected by the BRI that can significantly 
influence the BR countries’ participation in GVCs.  

To achieve this objective, we could use methodology such as comparative research to 
measure various influencing factors. We decided to conduct this methodology considering the 
fact this policy naturally divides the research objects into two groups: before the implementation 
of IBR and after implementation of IBR, which can be regarded as the control group and 
comparative group. However, the rigor is slightly lower, so as the validity of the conclusions 
generated, but the advantage lies in the required conditions. Before the analysis, the 
identification and hypotheses proposal of potential influencing factors is of great significance. 
Based on the literature review, we could propose some hypotheses about the most greatly 
influenced factors, and then compare them to explore, if those affected by IBR factors can 
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influent the position of participating countries in GVCs. Finally, combining with identified 
factors, we could further provide a suggestion for improvement. 

 
Empirical results and conclusions  
After the case analysis of ASEAN, Africa, and Pakistan, we could have a clear picture about 
BRI’s influence on its partnering countries, to answer the question: what are the specific effects 
that BRI has been making. The conclusion is that the BRI indeed had a significant positive 
impact on resource allocation, regional integration, and global value chain expansion. 

At a time when global trade is weak, the trade growth between ASEAN and China has 
grown steadily. Cooperation in manufacturing, agricultural products, consumer products, marine 
resources, and other fields has shown a rapid increase in trade volume. In 2014, the trade volume 
reached 472.162 billion US dollars, which is more than 13 times the transaction volume in 2001. 
China's investment in ASEAN continues to increase rapidly, reaching 5.88 billion U.S. dollars in 
2014, with a total investment of 35.21 billion U.S. dollars after the implementation of BRI. In 
2015, it increased by 60.7% from 2014. Based on the continuous growth of trade and investment, 
ASEAN countries have also strengthened financial cooperation with partner countries, many 
investment cooperation funds were established to provide financial support for the economic and 
social development of the ASEAN region. The integration with BIR has brought to ASEAN 
countries great opportunity in the case of extension of GVCs. 

Besides, China-Africa trade volume has continued to develop at a high speed. In 2008, it 
exceeded 100 billion U.S. dollars and reached 179.03 billion U.S. dollars in 2015, an increase of 
67.63% compared to 2008. In Sino-African trade, China mainly exports textile, apparel, 
footwear, light industrial products, and mechanical and electrical products to Africa. These 
products are of high quality and low price are welcomed by African consumers and meet the 
basic needs of African people. Africa, with its comparative advantages in resources such as raw 
materials, mineral products, energy, and primary products, exports a large number of related 
resource products to China. Crude oil is Africa's largest commodity exported to China. In 2012, 
the volume of African crude oil exports to China surpassed the United States for the first time. 
China became the world's largest economy importing African crude oil. The implementation of 
the Sino-Africa cooperation project as part of BRI has largely affected the allocation of resources 
in Africa. 

Last but not least, the current China-led construction of the China-Pakistan Economic 
Corridor, the development of Pakistan’s Gwadar Port and the construction of the China-Pakistan 
Railway will enable open up a new international logistics channel from the Indian Ocean to 
western China without crossing the Strait of Malacca. The construction of these logistics 
infrastructures can further promote the international logistics level and thus, develop regional 
integration. Countries along the BRI continue to enhance international cooperation by building 
logistics infrastructure in relevant regions.  

Furthermore, we conducted comparative research to explore various influenced factors, 
aiming at testing proposals, if those affected by IBR factors can change the position of 
participating countries in GVCs. Derived from the literature review, we decided to propose and 
test hypotheses mainly focus on the political governance factors, such as indicators of 
government effectiveness, regulatory quality, control of corruption, and political stability, the 
measurement scales of these factors are gathered from the Worldwide Governance Indicators 
(WGI). As for comparison indicator, we used the portion of total import and export trade of 
intermediate goods to total trade to represent the participation in GVCs, data provided by the UN 
COMTRADE database. And the main explanatory variable in this part of analysis is the 
implementation of BRI.  

Analyzing the historical country-level data of 20 BRI participating countries from 2010 
to 2017, the results of the comparative analysis revealed that factors such as regulatory quality 
and political stability have been significantly improved after participating in BRI, and thanks to 



 

102 
 

this those countries greatly improved the situation of participation in GVCs. Countries want to 
increase participation in global value chains can pay more attention to these aspects. 

In conclusion, the BRI is a platform, on which partnering countries cooperate to create a 
new GVC. This is not simply a transfer of excess capacity, but a peaceful upgrading and 
development based on the current world economic situation and global governance pattern. 
Developing countries participating in BRI can not only improve their capacity for independent 
development but also enhance the integration with GVCs and improve their position from a low 
level to a relatively higher level. Through the reconstruction of GVCs, they can balance the 
global economic governance, thereby further achieving international mutual benefit. 
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Abstract: 
The purpose of the research is to study the approaches of Russian small and medium-sized 
enterprises (SMEs) facing COVID-19 challenges, to identify their survival strategies and 
changes in their business models. Our research model bases on Wang’s typology of 
marketing innovation strategies in COVID-19. Empirical data obtained by means of semi-
structured interviews with SME managers from at least 50 companies will be analyzed 
using the content analysis method, which will allow identifying strategies used by SMEs. 
At the moment, we have revealed such strategies as 1) partnership with large Russian or 
foreign companies, focusing the offered services on their needs; 2) changes in the range of 
provided services, e.g. add new services or products thanks to the government support 
investing programs; 3) switch to online business models. 
The research is of primary interest to SME managers and to academics in the field of anti-
crisis research. 
 
Keywords: COVID-19 Pandemic, Business Response, SME, Strategies, Russia 
 
Introduction 
The coronavirus pandemic has badly affected small and medium-sized enterprises (SMEs). More 
than half of Russian SMEs describe their situation as a "crisis" or "disaster" (Titov, 2020). The 
Russian government has developed support measures, but they were insufficient for most SMEs. 
Thus, the biggest chance to survive have those companies that only rely on their own. Market 
actors that struggle for survival try their best to find new business models and strategic decisions, 
to create services and products adjusted to the new requirements. There are wellknown 
advantages of small businesses: faster response time to consumer needs, personalization of 
offerings to consumers, lower overhead costs, flexibility. However, there are disadvantages like 
financial risks, stress, vulnerability. At first glance, situations like pandemics create new 
opportunities for companies, and since small companies are flexible, they could adapt to the 
current situation faster, however, the reality turned out to be exactly the opposite. A drastic 
reduction in demand, restrictions of working offline, additional sanitary requirements, the need 
to build online communications with consumers who are isolated in homes, had sharply required 
additional financial resources, as well as personnel with new abilities. That leads to a situation 
when 62% of small businesses estimate the survival chances lower than 50% (Titov, 2020). 

The biggest blow to small businesses was caused by a drop in the solvency of the 
population and a change in purchasing behavior. Consumer behavior changes fundamentally, 
which makes it more important to change business models. According to published interviews 
with small company owners, we revealed some strategies that help to survive for small business 
companies: 

• One of the most common survival strategies was related to the reorientation of 
production to personal protective equipment. Unfortunately, it turned out to be very short-term, 
as major players quickly established large-scale production and there was no place left on the 
market (RIA News, 2020). 

• Most food service companies have switched to food delivery and collaboration with 
delivery services (Timofeev, 2020). 

• Some hotels have agreed with local authorities to accommodate Russians who are 
forced to comply with quarantine (Timofeev, 2020). 

• Transfer of production to the regions, and the majority of employees to remote work 
(Podtseb&Fedotova, 2020). 
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• Partnership of small business companies with big retail chains (Podtseb&Fedotova, 
2020). 

Thus, we can classify the mentioned strategies and distinguish the following types: 
partnership, search for new activities, business process restructuring. To find more appropriate 
strategies of survival, we have to do the research and to find out different approaches applied of 
Russian SME. Those findings can help many Russian companies to discover the most 
appropriate ways out of the crisis. 

Thus, this research focuses on the changes in Russian SMEs behavior due to the new 
reality caused by the COVID-19 pandemic. 

 
Background of the study 

2.1 Challenges for SMEs in the COVID-19 pandemic 
The economic impact of the COVID-19 pandemic is highly uncertain and not yet fully 

assessed, since the second wave is in place in most developed and emerging markets 
(Cacciapaglia et al., 2020; Chohan 2020). Still, there is consensus that this impact is 
unprecedented and devastating (Baker et al., 2020; Bénassy-Quéré et al. 2020; McKinsey, 2020; 
Vidya & Prabheesh, 2020). Most researchers have the opinion that the COVID-19 pandemic is a 
society-changing event that can have a profound long-term impact on all aspects of life Crick & 
Crick, 2020; Jordà et al., 2020; Nicola et al., 2020). This implies, inter alia, serious shifts both in 
consumer behavior (Donthu & Gustafsson, 2020; Fetzer et al., 2020; Laato et al., 2020; Sheth, J. 
(2020), and in business models of economic actors from different industries (He Wen Long & 
Wu Jian Feng, 2020; Priyono et al., 2020; Ritter & Pedersen, 2020). 

A growing layer of empirical papers discusses recent developments in SMEs activity due 
to COVID-19 and possible changes in their business models (Bartik et al., 2020; Kuckertz et al., 
2020; Le et al., 2020; Robinson & Kengatharan, 2020). A number of surveys witness that the 
pandemic has led to extreme financial fragility of SMEs in different industries (Dafny, et al., 
2020). They generally face a sharp reduction of orders, cost pressures such as rent, wages, and 
taxes, a general increase in the prices of raw materials, insufficient demand, and difficulty in 
finding alternative suppliers (Parker, 2020; Wang et al., 2020). Emergency measures to protect 
local firms are in place in most countries since spring 2020 (Mastropietro et al., 2020; Poljašević 
et al., 2020), with special attention to SMEs needs for urgent help (E Simen & Sheresheva, 2020; 
Kuckertz et al., 2020; Le et al., 2020). Still, not in all cases, these measures were successful and 
able to reach the goal set by authorities. 

Therefore, many SMEs faced bankruptcy in 2020 (Amankwah-Amoah et al., 2020; Wang 
et al., 2020). The most used anti-crisis measures mentioned by SMEs are loans, forced staff 
reduction, reducing wages (Bartik et al., 2020). At the same time, the most active managed to 
find ground for survival and further development (Baum and Hai, 2020; Sheresheva, 2020). As 
Eggers (2020) underlines, SMEs have more flexibility when threats or opportunities are in place. 
But there are also changes in business concepts or marketing strategy (Anthony & Petersen, 
2020; Efremova et al., 2020;. Many firms switch to online services, partially or completely 
(Anthony & Petersen, 2020; Priyono et al., 2020). 

 
2.2 Russian SMEs in the face of COVID-19 challenges 
The coronavirus pandemic has badly affected Russian small and medium-sized 

enterprises (SMEs). More than half of Russian SMEs describe their situation as a "crisis" or 
"disaster". In spring and summer 2020, the Russian government has developed systematic 
support measures for SMEs that resulted in some stabilization (Sheresheva, 2020). But the 
analysis of the feasibility and efficiency of the urgent state support measures of small business 
under the COVID-19 shows that they were insufficient for most SMEs (Efremova et al., 2020; 
Obraztsova, Chepurenko, 2020). Thus, the biggest chance to survive have those enterprises that 
only rely on their own. 
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Therefore, it is important to understand how Russian SMEs are dealing with the effects of 
the COVID-19 crisis and what they are doing to protect their businesses and to find ways to 
reestablish and increase competitiveness in the context of big challenges. 

 
Data collection and analysis 
Data collection is organized through a series of semi-structured interviews with managers of 
SMEs to identify best practices that they implement in the pandemic. There are five blocks of 
questions: information about the company how has business suffered because of Covid-19, pre-
pandemic course of actions, current business activities, what has changed in the company 
routines and what practices will they apply after the pandemic. The data obtained will be 
analyzed using the content analysis method, which will allow identifying strategies and tactics 
used. All interviews will be transcribed, words categorized and classified into categories to count 
frequencies. At least 50 SME managers will be interviewed to create a list of strategies, actions 
and routines that can be useful for most of SME companies. Several Mann‐Whitney tests will be 
conducted to compare practices in different industries. According to Wang (2020) there are four 
strategies that help SME to survive in the Chinese market in the pandemic: responsive strategy, 
proactive strategy, collective strategy and partnership strategy. They are differentiated based on 
two dimensions: motivation for innovations (problematic search or proactive search) and level of 
collaboration (whether innovations are based on a company itself or in collaboration with 
partners). So, we will test this model on the basis of Russian SME companies. 

 
Preliminary results 
We have interviewed managers from two SME companies from medicine and consulting 
industries. Let’s consider their strategies. 

Case 1. Dental clinic. The company has been on the market since 2008. In 2012, a branch 
has been opened in the nearby city. Both clinics are located in the Moscow region. In total, the 
company has 32 full-time employees and about 10 freelance employees. Before the pandemic, 
the company faced a drop in the level of demand associated with a decline in real incomes due to 
sanctions and low level of GDP growth. During a pandemic, the clinic was forced to close as 
many other businesses for the period from March to June. At this point, the clinic had to look for 
money for salaries and rent. This significantly depleted resources, but the company was managed 
to retain most of employees. In the period July-August, the clinic saw an increase in demand due 
to fears of a new wave of coronavirus, as well as a sharp drop in the ruble exchange rate, which 
forced many Russians to look for an opportunity to spend money before it depreciated. Further, 
revenue began to decline and the company decided to use the state's help in allocating credit 
funds (non-refundable, if the conditions for preserving jobs are met) and use them to purchase a 
microscope to expand the list of services and business margin. This allowed the clinic to enter a 
new consumer segment of clients who are willing to pay more for high-quality treatment. 

Case 2. IT consulting company. The company has been on the market since 2015 and 
providesb2b services for developing corporate portals and involving employees in existing IT 
tools. Before the pandemic, the company's services were in demand because the proposed 
solution was inexpensive and required a one-time payment (CAPEX costs), unlike other systems 
on the market (OPEX xosts). The company also conducted trainings on the development of 
corporate expert communities, increasing the level of engagement in the corporate collaborative 
software. During the pandemic, contrary to expectations, demand for services fell dramatically, 
as most of the IT specialists and financial resources were directed to providing remote work for 
employees and buying simple solutions that could establish interaction and business processes 
(Zoom, Jira, and the like). The company faced a serious problem, since budgeting for IT projects 
in the b2b market are discussed until November, and before that a series of meetings should be 
held where the client will be convinced of the superiority of the proposed solution. There was an 
urgent need to find new areas of business that would help to survive in the nearest future. To 
solve this problem, the company has initiated interactions with a large IT provider, which was 
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interested in the partner's competences in improving the usage level of the proposed software. At 
the moment, 4 projects have been implemented with big clients, which allowed a large provider 
to increase customer satisfaction and loyalty, expand the list of offered IT services such as new 
applications, integrations and chatbots. 

As we can see from the case studies, both companies have found the ways to survive and 
change their business practices, however, the first company did it by its own with the help of 
government (proactive strategy) while other found new opportunities in the partnership 
collaboration (partnership strategy). 
 
Conclusions and directions for further research 
Russian SMEs respond to the COVID-19 pandemic in different ways. The study reveals such 
strategies as 1) partnership with large companies, focusing the offered services on their needs; 2) 
changes in the range of provided services e.g. add new services or products thanks to the 
government support investing programs; 3) switch to online business models. 

We can state that the longer anti-coronavirus measures continue that are now hardening 
again in many countries, the more uncertain is the future of many businesses, and the more 
resilient will be the changes in business models that initially were perceived as temporary. The 
promising avenue for further research is to understand what “survival patterns” of SMEs will 
appear to be resilient in a long run and result in the shift of SMEs' business models. 
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Abstract: 
This research contributes to the holistic understanding of what factors should be taken into 
special consideration when making decisions regarding the development of ancillary 
revenue opportunities in Russian market from the position of consumers, since they are the 
end users of services and directly affect the growth of these revenues. In addition, the work 
helps to understand the key areas for applying innovations and technologies and the 
subsequent transformation of operating models in this case. 
 
Keywords:  Airlines, Transformation, Business Model, Ancillary Products and Services, 
UTAUT2 
 
Introduction  
Airline industry is one of the biggest economic sectors in the world – more that 5% of global 
GDP supported by air transport and tourists. Nevertheless, it is a highly competitive environment 
and comparatively low industry profitability. At the same time, nowadays there are significant 
changes in the industry: hybridization of business models – “complex phenomenon” that affects 
both full-service and low-cost carriers – changes already volatile landscape. Catastrophic losses 
due to COVID-19 pandemic at the beginning of 2020 will shape the industry for the next 5–10 
years. All these factors create an opportunity for performance maximization through the use of 
technology, which recently has become a leading factor in the success of airlines in the hyper-
competitive market in conditions of external instability and internal constraints. 

Potential solution for these challenges is ancillary revenue development and relevant 
necessity improving of merchandising capacities. This can add value to the entire customer 
experience, which is especially relevant for full-service carriers, which drives profitability and 
customer satisfaction, because customers all over the world positively accept different ancillary). 
In addition, ancillary products and services are possible during the whole stages of travel 
journey. Finally, airlines have another strong advantage such as a strong brand and more direct 
traffic to the websites and other airline platforms, than most other travel companies, since tickets 
searching and purchasing still are one of the most basic elements in the travel planning. 

The purpose of the research is to identify the barriers that prevent passengers of Russian 
airlines from purchasing ancillary products and services from airline platforms and make 
recommendations for Russian airline companies. Many studies on ancillary revenue have been 
conducted on the choice and behavior of both full-service and low-cost airlines, but only a few 
studies have examined the factors that lead to customers purchasing ancillary products and 
services and the willingness to pay for them. 

At the same time, insufficient attention to the new mathematical models and factors that 
affect airline customers purchasing intention of ancillary products and services allow us to find a 
gap in research and expand our understanding of these processes. In addition, previous 
researches are highly localized and focus predominantly Asian markets, which additionally open 
up opportunities for research. 

The goal of this research is to identify significant factors that affect the behavioral 
intention to purchase services through airline platforms. 

Object of the study are ancillary products and services development in Russian airline 
companies. Research subject: reasons for the buyers rarely buy more products and services 
through the different airline platforms. 
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Methodology 
The chosen theoretical framework, the extended unified theory of acceptance and use of 
technology (UTAUT2) is widely used in modern research and aimed at explaining of the 
acceptance and use of information and communications technologies specifically by customers. 
UTAUT2 was built on the basis of combination of previous theories in this field, mainly as an 
extended version of UTAT, which became extremely popular within the scientific research in the 
field of information and communications technologies and also was applied in consumer context. 
Adding additional constructs such as hedonic motivation, price value, and habit it was extended 
to the application within the consumer context, which is totally feasible in case of this research 
(Venkatesh, 2012). 

However, only chosen above constructs are not fully enough. As a result of the analysis 
in the first chapter, several factors that can influence the purchase of ancillary products and 
services through the airline platforms were identified.  

 
Personalization 
The first is personalization. In general, personalized offers help passengers customize 

travel journey and engage passengers in purchasing these additional services. However, the 
passenger's desire to purchase personalized products and services may differ at different stages 
of travelling. It was scientifically proved that personalization can influence different aspects of 
information processing and decision making. It was also found that personalization influence on 
the perceived ease of use and perceived usefulness, which in turns lead to the increasing the 
intention of use (Yong, 2017). In this case it is relevant to understand whether perceived level of 
personalization influence the behavioral intention to purchase ancillary products and services 
from ancillary platforms. The tested aspects of personalization included in Perceived 
Personalization section.  

 
Trust 
Online shopping is still full of concerns about security and privacy issues. This problem 

is widely discussed in modern research mostly because of high presence in e-commerce field. In 
general, it could be considered in term of general perspective and security of the online 
transactions, which is related to the online operations. Trust may be characterized as an attitude 
of trust in the online danger situation that one's vulnerabilities are not exposed, consisting of 
assurances and promises, the unrestricted use of private details, the consistency of 
reimbursement policies and the risk-free nature of online transactions. This topic is widely 
discussed in tourism research and used as a construct by several authors. Moreover, it is 
particularly important for full-service airlines since they have strong image among other travel 
services providers. 

 
Switching costs 
 Switching costs are widely used when it is necessary to test intention to purchase and 

customers change a provider of service and products (Chang et al., 2014). The increase in 
switching cost will directly influence the switching barriers that in turn prevent switching and 
purchase behavior. This is highly relevant for airline companies because of opportunity to create 
holistic travel system for passengers and huge competition among travel services providers. This 
is a significant topic since the process of technology adoption and switching intent consists of 
defining requirements, alternative recognition, contrast, and selection, leading to switching 
intervention.  

 
Behavioral Intention 
Taylor and Todd referred behavioral intention as perceived attitude. According to their 

study, user intention would affect how often they use technology. Past research also indicated 
that behavioral intention is a major determinant of use behavior. Raman and Don studied 320 
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pre-service teachers using learning management software and using UTAUT2 model they found 
that behavioral intention was influential in determining use behavior. Also, Escobar-Rodríguez 
and Carvajal-Trujillo reported behavioral intention as a major determinant of use behavior in 
predicting whether consumers would purchase airline tickets on the Internet.  

 
Age, gender, and travel experience play the role of moderators with subsequent stated 

hypotheses. 
Thus, the main goal of this research is to understand what are the barriers that influence 

the behavior intention to purchase ancillary products and services directly though the airline 
platforms. The proposed framework is represented on figure 1.  

 

 
Figure 1. Proposed framework for research 
Source: developed by authors 

 
Data and sample  
The data is collected through a cross-sectional online-based survey, that was distributed through 
mix of multichannel sources, consists of both frequent and infrequent travelers (around 150-300 
respondents).  

A set of measurement items was collected through the analysis of previous research in the 
relevant field of acceptance of information and communication technologies, e-commerce, 
tourism, and airlines. Thus, the original UTAUT2 theoretical model was adapted to the specific 
context of this research based of these findings. In this regard, 38 items were obtained within 11 
main constructs. Consequently, the performance expectancy consists of 9 items (Venkatesh et 
al., 2012; Rodríguez, E. Carvajal-Trujillo, 2014; Oliver Wyman, 2016). The effort expectancy, 
Social Influence, Hedonic Motivation are composed of 3 items each (Venkatesh et al., 2012). 
Habit consists of 2 items (Venkatesh et al., 2012). Personalization is measured by 4 items (Yong 
et al., 2017; Wang et al., 2017). Price value consists of 4 items (Venkatesh et al., 2012; 
Rodríguez, E. Carvajal-Trujillo, 2014).  Trust is measured by 4 items (Rodríguez, E. Carvajal-
Trujillo, 2014). Switching costs construct is composed of also 4 items (Oliver Wyman, 2016; 
Chulkov, 2017).  Behavioral Intention and Use Behavior are measured by 3 and 1 items, 
respectively (Venkatesh et al., 2012; Rodríguez, E. Carvajal-Trujillo, 2014).  All these constructs 
were validated for the relevance by 4 industry experts that had relevant work background and 
participated in projects related to ancillary products and services.  

Seven-point Likert scale to collect data on respondents' level of agreement with the 
measurement items is implemented (1 – strongly disagree, 2 – disagree, 3 – somewhat disagree, 
4 – neither agree or disagree, 5 – somewhat agree, 6 – agree, 7 – strongly disagree). The using of 
seven-point Likert scale is proposed by author of the theoretical framework, Venkatesh. 
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Statistical methods, such as a Confirmatory Factor Analysis based on PLS-SEM method 
is conducted to understand the type of relationship between transformational changes, 
technology acceptance, service quality, perceived value, and customer satisfaction. Confirmatory 
Factor Analysis is conducted to test preconceived theoretical idea about the factor structure and 
will be run by using WARP PLS 7.0 software.  

 
Empirical results and conclusions  
This study was conducted to understand the barriers that prevent the purchase of additional 
products and services. The model can be considered reliable and valid, it is described by 9 
factors, that explain 71% of the variation in airline platforms acceptance. Empirical research has 
shown that several hypotheses have been rejected. However, factors such as perceived 
performance expectation; perceived price value; perceived level of personalization; and habit 
when it comes to behavioral intent were considered significant. 

In terms of perceived level of personalization and price value there is an opportunity to 
develop tailored pricing offers, dynamic packaging, displaying the benefits of purchasing on 
airline platforms and saved money, better integration with loyalty programs.  Developing of data 
analytics practices for better understanding of customers, implementation of AI&ML 
mechanisms for match customers’ demand and wishes also would be helpful. All these actions 
should be applied by deep engaging passengers into the process of mobile purchasing on all 
travel stages, even before and after the journey, which potentially can help to develop habits.  

This research has its limitations and further researches should take them into account. 
First, collected sample includes mainly opinions of young population aged from 18 to 35 years 
old from central regions of Russia. Moreover, the research has shed light on the general 
acceptance and perception of the ancillary products and services, not evaluate specific streams, 
such as unbundled products; commission-based products and frequent flyer programs. 
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Abstract: 
The change in the age structure of society in the direction of increasing the share of the 
elderly population in the General composition is a trend that characterizes the 
demographic situation in many countries. Therefore, the main task today is to find ways to 
take this process into account in public practice, when planning and forecasting social 
development and social policy in the near and long term. Based on the General trend of 
ageism, the need for active involvement of people of the silver generation in the labor 
activity will increase. The works of Russian and foreign scientists devoted to the analysis of 
labor behavior of older age groups in the market cover a wide range of issues, but this topic 
is an insufficiently studied area for Kazakhstan. The purpose of the study is to assess the 
impact of labor activity of the retirement age population on the Kazakhstan labor market 
The indicators of labor activity of old age group were analyzed to determine the role of the 
older generation in the labor market. Also, the influence of employment of the elderly on 
the employment of the younger generation was evaluated. As a result, the following 
conclusions are obtained: professional segregation in the labor market between the age 
groups of older and young people is not significant. Thus, the process of population aging 
actualizes the labor activity of the older population, and determines the formation of 
support for stimulating the employment of older people. 

 
Keywords: Aging Population, Labor Market, Labor Activity of Older People 

 
Introduction  
The labor market is the most important part of the country's economy and is formed under the 
influence of certain factors, such as demographic. 

The trend of increasing employment of silver age people, which is determined by changes 
in the demographic process towards an increase in the number of elderly people, is observed not 
only in developed countries, but also in Kazakhstan. According to the demographic scale 
developed by UN experts, this indicator shows that the population is on the threshold  of old age 
According to forecasts of UN experts, this indicator will be at the level of more than 14% in 
2030 and by 2050 will be about 18% in Kazakhstan. Based on the general trend of ageism, there 
will be an increasing need for active involvement people of the silver generation in the labor 
activity. On the other hand, it should be emphasized that in Kazakhstan today, the share of older 
people in the total number shows a steady growth, so compared to 2011 (6.53%) this indicator 
increased by 0.97% in 2019 (7.5%) (Figure 1).  

 
Figure 1. Dynamics of population in the Republic of Kazakhstan for 2011-2019 
 
The socio-economic situation of older people and their role in the labor market are considered by 
Lyashok V.Yu., Chelombitko A.N., Gerasimenko M.A., Kolosnitsyna M.N. and others. 
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As noted Sarsembayeva R.B. and Kusmangaliyeva J.D. the process of population ageing 
is a relatively new phenomenon for Kazakhstan. Therefore, this problem is a little-studied area in 
the country. 

 
Main body of the paper  
Now the main question of our consideration is how the labor activity of the population of 
retirement age will affect the Kazakhstan labor market. The analysis uses official data from the 
statistics Committee of the Ministry of national economy of the Republic of Kazakhstan [4]. 

Reaching the retirement age is not a motive to stop working for older people. Although, 
in recent years, the employment of workers of retirement age in Kazakhstan shows a downward 
trend. In the structure of the employed persons the main share of 78.2% were people in the age 
category 25-54 years old, 11.5% - youth 15-24 years old, 9.6% - 55-64 years old and 0.6% - 65 
and older (Figure 2). 

 

Figure 2. Employed population by age group 65+ in the Republic of Kazakhstan, thousand people 
 

During the period under review, the highest employment rate for pensioners was observed in 
2016, amounting to 62.7 thousand people. However, in recent years the number of employed 
elderly people has decreased, one of the reasons may be a gradual increase in the retirement age 
of women. Nevertheless, a significant proportion of the population in the 65+age cohort is 
employed in agriculture, forestry and fisheries. 

 
Method  
To assess the impact of older people's employment on the labor market, a study of Duncan 
dissimilation index was conducted, which allows comparing the age disparity in employment. 
This index calculates the proportion of workers who have to change the professional sector in 
order to be evenly distributed by profession.  

For comparison, two age cohorts (16-24 and 65+) were taken. The choice of the first age 
group is due to the fact that today generation Z, who were born at the beginning of the 
millennium, are actively participating in the labor process of society and become competitors of 
older people in the labor market. On the other hand, the labor activity of the silver generation can 
also affect youth unemployment rates, thereby increasing the ranks of NEET youth. 

Thus, for the analysis, were selected official statistical data of employees by age groups 
16-24 and 65+ by type of economic activity for 2019 in the Republic, where the most employed 
by two age segments: agriculture, forestry and fisheries; wholesale and retail trade, repair of cars 
and motorcycles; manufacturing industry (Figure 3).  

 



 

116 
 

 
Figure 3. Industry segmentation by age group for 2019 

 
It should be noted that there are no significant differences between the indicators of the 

two age cohorts in the manufacturing sector compared to other areas. 
It should be mentioned that agriculture, forestry and fishery are the leading sectors in 

which a significant share of the total employed population works, besides 64.8% - more than half 
of all employed elderly people work in this economic activity, and the young generation is also 
characterized by such a situation - 13.7% of all employed people aged 16-24. 

From the above analysis, the following question becomes obvious: will the increase in 
employment of older people affect the level of employment of young people in the labor market? 

Accordingly, calculations were made for three types of economic activity for all age 
groups relative to the two groups – 16-24 and 65+. 

According to the results of calculations, the Dissimilation index for age groups 16-24 and 
65+ is 0.28. Logic of reasoning leads to the following, in order to achieve an even distribution of 
age groups between fields of activity 28% of one group of employees must change their jobs. 

The index values for the 16-24 age group differ slightly from other cohorts and the level 
is approximately 0.1 for all except the 65+group. And the second group is characterized by 
higher indicators compared to the previous group (Figure 4).  

 

 

Figure 4. Duncan dissimilation index for age groups 16-24 and 65+ 
 

Empirical results and conclusions  
According to the results of the calculation of the Duncan index, it can be argued that professional 
segregation in the labor market between the age groups of older and young people is not 
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significant. In this regard, there is competition among the age cohorts under consideration, but it 
is very low. 

Equally important is the fact that in recent years, the participation of young people in the 
labor market in the analyzed industry segments has been decreasing, changing the vector to the 
service sector, and thereby giving way to jobs for the older age group. 

Thus, the silent revolution or the process of population aging actualizes the labor activity 
of the older population, and causes the formation of support for stimulating employment of older 
people. 
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Abstract: 
The aim of this study is to examine the concept of safety culture (SC) of organizations and 
workers. Since first introduction of this term after Chernobyl accident, a vast amount of 
studies was conducted over the last 3 decades. However, the common view has not been 
provided yet - there is still a considerable controversy surrounding the definition and 
possible models of this phenomenon. A number of recent authoritative reviews declares the 
need of providing the integrated model of SC including the aspects of organizational 
processes, cultural components, psychological factors and health issues. In our study, we 
consider the SC using both traditional views and workers’ implicit attitudes to health and 
disease which is relatively new approach. It was already found by us earlier that 
individuals with negative implicit attitude both to heath and disease tend to provoke more 
accidents in organizations. Thus, this complex approach brings about new prospects in SC 
issue examination by better and deeper understanding of employee individual 
characteristics, attitudes, behavior which contributes to overall company performance. 
 
Keywords: Safety Culture, Implicit Attitudes, Accidents 
 
Introduction 

1.1. Disasters and accidents outlook 
There were plenty of dramatic accidents in different spheres of manufacturing and 

production in the second half of XX century. One of the most influential and serious one was 
Chernobyl disaster at atomic station in 1986. It was the vital point of safety culture (SC) concept 
introduction in the field of safety management and organizational psychology. The term was 
stated by the INSAG-1 in the 1986. In the final report regarding the causes of accident the 
experts outlined several factors and problems. Experts put attention not only on the technical 
mistakes but on the whole cultural interpersonal aspect called safety culture. Remarkably, there 
were no precise definition of SC provided in this report: some claim that the term could have 
been understood ambiguously (Sorensen, 2002); others express their puzzling about how the 
committee could even present such an undefined term (Fleming et al., 2018). Anyway, all the 
world took into account the term and focused on avoiding next accidents. At first, there were 
some claims of OECD members stating that SC on their manufactories has been provided with 
higher level of SC and workers qualification than it was in USSR, so there is no special need in 
forming SC in their countries and productions. Unfortunately, it was not that right at all, because 
the history provides us with tragic examples of disasters which had occurred earlier and that 
were after the Chernobyl. World-accident practice was filled by tragic accidents in India 
(Bhopal, 1984), USA (Tri-mail, 1979; Washington metro, 2009), UK (Clapham Junction, 1988), 
Spain (Airport Los-Rodeos, 1977). The list may be appended with many other accidents. 
However, these examples are not provided here intentionally, there is one crucial moment – there 
were a lot of concerns regarding SC issues during the investigation processes. For instance, in 
the series of such reports one may find some phrases like ‘didn’t follow the rules’, ‘knew the 
mistake but didn’t react’, ‘lack of SC’, ‘misunderstanding of the workers. The key is that the 
conclusions were more often associated with organizational context but not with individual 
faults. Experts do put attention on interactions, understanding, norms and values in the 
interpersonal field. 

With the world manufacturing development, we have gained a lot of power due to wide 
communications, complexity and global links, but consequently there has been also a greater 
impact of accidents on the mankind. Here we imply the Reason’s (1997) classification of 
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accidents. He defined individual type which means that the cause and consequences are 
concentrated on one person (for instance, one may drop from the ladder and the problem would 
be only in his injury). The second type is organizational one – it involves groups of people and 
impact on society more globally. These ideas make us transform the viewpoint and take into 
consideration wider context and aspects.  

Moreover, the Institution of the Industrial Safety (ICSI) in one of its 2018 reports stated 
that the view of SC appeared when tragical accidents could no longer been explained only by 
individual faults. There was a need of extending the problem in the organizational context. 
 

1.2. Interest to safety culture  
The SC term became one the most popular concepts in the field of safety. According to 

(Fleming et al., 2018), in the Google search engine there are over 2 million results for the ‘safety 
culture’ search query, which is more than for the ‘threats evaluation’, ‘safety behavior’. Now in 
2020 we may state that there are almost 3 billion results in Google search. 

In (Fleming et.al, 2018) the authors provided the dynamics of publications regarding SC 
topic from 1991 to 2016. Some figures may be seen below: 
 

 
 
Figure 1. Number of studies of SC in different spheres (1991-2016) 
Source: (Fleming et al., 2018) 
 

 
Figure 2. Number of empirical and non-empirical publications (1991-2016) of SC 
Source: (Fleming et al., 2018) 
 

In the graphs above one may find the number of publications in a year for this period. It 
may be stated that the biggest part of the articles is concentrated between 2007 and 2016, but 
there was also initial wave of publications in the early 2000, which gave us many interesting 
models and views. There is also a remarkable trend in empirical studies of SC: in the XXI 
century the number of empirical studies prevailed the number of theoretical ones. The variety of 
spheres is also growing, which underlines the increasing interest to the concept in different 
industries. 
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The past and future of safety culture 

2.1. Initial fundamental models and views 
As it is true for many psychological and management concepts, in the field of SC there 

are also a big ambiguity and lack of common approach. There are various words in definitions, 
since different authors focus their attention on different aspects, factors and components. One of 
the opinions is formulated in the (He et al, 2012): the authors stated that the difference in 
understandings of SC is caused by: 

 Different empirical samples (sphere, field) 
 Different methods of the research 
 Different understanding of safety 
Though there are plenty of SC definitions, some researchers do converge to one of the 

most primarily introduced. It is detailed, full and commonly used in series of articles: “Safety 
culture is the product of individual and group values, attitudes, competencies and patterns of 
behavior that determine the commitment to, and the style and proficiency of an organization’s 
health and safety programs. Organizations with a positive safety culture are characterized by 
communications founded on mutual trust, by shared perceptions of the importance of safety and 
by confidence in the efficacy of preventive measures.” (Advisory Committee for Safety in 
Nuclear Installations, 1993; p. 23). 

In the period of 1986-2000 there has been three most influential and approved models of 
SC: 

- Guldenmund’s (2000) safety culture adaptation based on the Shein’s organizational 
culture approach. It focuses on basic assumptions of safety, values and norms of safety and 
explicit artefacts. 

- Cooper’s (2000) functional approach addresses the psychological, behavioral and 
situational components and their interrelations. He focuses his attention on the real behavior 
arguing that psychological components would be transformed afterwards. 

- The Reason’s (1998) model of 5 interrelated sub-cultures. There are cultures of 
flexibility, learning, information, reporting and ‘just’ culture. 
 

 2.2. Towards a wider understanding of SC  
SC has gone through its birth, raising and now is in a great uncertainty. What are the 

views and approaches now? What do practitioners and researchers see as new prospects of SC?   
The period of initial functional and interpretation approaches (the first wave from SC 

introduction up to 2000 year) was shifted by the second wave of SC exploration (from 2000 to 
nowadays). According to the (Le Coze, 2019), there are 4 main tendencies nowadays: 

 Denial and critics of SC 
 Greater interest and integration of different views 
 Limited openness to SC development 
 Pragmatic approach (search of real safety practices and methods) 
Unfortunately, some of them has been the result of fierce competitive collisions between 

different groups of interest (business, professional societies, academics). People may 
misrepresent the phenomenon according to their biased motivation. 

Anyway, some recent articles do claim about the important role of SC in the complex 
safety investigation. SC may have different focuses according to the different safety strategies in 
companies. Depending on the safety strategy there are different accents in the SC formation, 
development and functioning. One may find these types in (Casey et al, 2017) published in 
Journal of Occupational Health Psychology. It helps better understand specifics of management 
control and SC role. 

In one of the most authoritative psychological sources – Journal of Applied Psychology – 
there has been an article (Hoffman et al, 2017) devoted to the 100-year anniversary of safety 
researches. The authors claim that due to the growing complexity of manufacturing and socio-
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technical systems there has been a need of developing new integrated models of safety, including 
personal safety, process safety and employee’s health. They state the future vision of model of 
safety and health culture which will appear right after the researchers and practitioners will 
adjust all the components in the unite integrated model (Hoffman et al, 2017). 

We do believe that by parallel studying of workers’ health attitudes, engagement, 
intrinsic/extrinsic motivation and corporate aspects of safety culture, practices in organization we 
might come to deeper understanding of safety behavior and eliminating tragical accidents. 
 
Methods  

3.1. Implicit attitudes investigation 
People often may not fully understand and explicitly verbalize the true attitudes to 

various phenomenon. To undercover inner and unconscious attitudes in the field of social 
psychology, the method of IAT (Implicit Association Test) has been recently widely used. We 
use the IAT variation developed by “Dominanta” consulting company aimed at investigation of 
implicit attitudes towards heath and illness by defining the 4 types of behavior. It is called the 
“Risk of injury and illness” and there are following types: “adaptive” (has positive attitudes 
towards both illness and health), “workaholic” (has positive attitude towards health, but negative 
to illness), “accident” (has negative attitudes towards both illness and health), “being often ill” 
(has negative attitude towards health, but positive to illness). 

 
 3.2. Safety culture questionnaire 
We also used a special SC questionnaire developed by L.Gorynova and V.Kozlov in 

2015. It helps to understand a corporate SC from following factor perspectives: trust, accident 
reporting, help from the colleagues, managerial practices devoted to safety, presence of resources 
which provide safety, learning from previous mistakes, understanding of personal responsibility, 
discipline adherence, communicational aspects evaluation, employee’s engagement in safety 
issues, behavior in the situation of uncertainty. There are 11 groups in total. It can be viewed as 
explicitly expressed attitudes based on group values, norms, both formal and informal rules. 
Thus, one may evaluate the level of safety culture at the company in general or in any division. 

 
 3.3. Engagement questionnaires 

To evaluate the level of engagement we used UWES questionnaire by W.Shaufelli and 
A.Bekker. Moreover, we used organizational processes engagement questionnaire of 
“Dominanta” consulting company made by V.Dominyak and T.Tatarinova. It may be a 
significant mediator in the model relations. We suppose, it can be in the intermediate position 
between attitudes and real employee behavior. 

 
3.4.  Aspirational Index 

Basing on Deci and Rayan Self-Determination theory, we explore the aspirations index, 
which assesses intrinsic and extrinsic motivations. The former is associated with community 
orientation, growth prospects, relations and health, the latter – with success, fame etc. Intrinsic 
one seems to be highly correlated with the safety values and safety behavior.  

 
Empirical results and conclusions 
Primarily it was found in our previous researches that negative implicit attitudes both to illness 
and health may provoke greater amount of accidents in the track drivers’ activities (Rodionova et 
al, 2019).  

We are on the way towards a complex safety culture model. Having an empirical base at 
one of the biggest refinery company, we now are trying to collect sufficient data to conduct a 
deep analysis. The preliminary results may give us evidences in favor of following: 
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 The classification of “Risk of injury and illness” (evaluated with Implicit attitudes 
investigation) corresponds with the company’s internal safety index, based on individual’s safety 
performance (violation of the rules, product defects, standards adherence etc.).  

 There are mostly positive attitudes towards health in a sample, but the biggest part 
of them do have negative attitude to illness (“workaholics”)  

The general model overview may be presented by the Figure 3 below. It consists of 4 
main blocks. The first one is associated with individual characteristics and attitudes (implicit 
attitudes and motivation), the second is the more explicitly realized phenomenon (safety values 
and norms), the third is a work and organizational engagement which can be provided here as a 
mediator between all the previous blocks and resulting safety culture. 
 

 
Figure 3. Proposed model of safety culture 
 

We believe that such model would help researches and employees in the processes of 
strategy formulation and organizational development. But the most powerful implication would 
be in the prognostic ability to differ people by their predispositions towards safety behavior: the 
model may be used while assessing workers suitability for risky positions, analyzing causes of 
accidents and adjusting safety strategies by precise cultural impact based on individuals’ 
tendencies and traits.  
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Abstract: 
Innovative work behavior (IWB) is defined as the process of generating, developing, and 
implementing novel ideas into practice. To enhance IWB, paradoxical leadership may be a 
potentially strong predictor. Moreover, creativity can foster idea generation, while leader-
member exchange (LMX) can impact idea promotion and realization stages. Hence, this 
study aims to investigate the impact of paradoxical leader’s behavior (PLB) on knowledge 
workers’ IWB and determine the role of creativity, LMX, and innovation climate in this 
relationship. An electronic survey was distributed among back-office knowledge workers in 
Russia. In total, 388 valid responses were gathered. Data were analyzed in R using lavaan 
package with SEM and regression with interaction analysis. The results indicate that PLB 
is positively associated to IWB and its three stages. Creativity does not mediate the 
relationship between PLB and the generation stage, but is positively related to the 
implementation stage. The results also showed a mediation effect of LMX with regard to 
the promotion stage. Finally, innovation climate moderates all observed relationships. 
Therefore, organizational leaders should behave paradoxically to stimulate workers’ IWB, 
while HRD initiatives could assist in the development of PLB skills for managers.  
 
Keywords: Paradoxical Leadership, Innovative Behavior, Human Resource Management  
 
Introduction 
Recently, innovation development has been claimed as the main driver for Russian socio-
economic growth. Despite all the measures that have been already taken in this direction, Russia 
still is only 46th on Global Innovation Index (2019) just as in the previous year, and is only 59th 
on Innovation Output Sub-index Rankings (2019). Therefore, nowadays there is a trend to 
encourage businesses to stick to the innovation path. In turn, companies expect their employees, 
especially knowledge workers who involved in innovation production more actively (Tsai, 
2018), to exhibit their innovative behavior (IWB) in the workplace because they are the ones 
who actually produce innovations (Purc & Laguna, 2017). Evidence suggests that leadership 
style is among the most essential factors fostering employee IWB (Feng et al., 2016). Scientific 
literature has already linked various leadership styles (e.g. transformational, empowering, or 
ethical) to employee IWB. However, the leadership theory is developing, new approaches appear 
and the scientific interest to them is growing. Recently the phenomenon “paradoxical leadership” 
(PLB) was conceptualized as a new leadership style that facilitates organizational change and the 
long-term organizational success (Smith, Lewis, & Tushman, 2016) but the research on this 
relationship is limited yet, especially with regard to IWB. To date, only one study has shown the 
positive impact of paradoxical leadership on innovative performance (Li et al., 2018), but the 
focus of this study was a group-level team performance measured by team innovation outcome. 
However, the knowledge of when and how PLB promotes employee IWB on the individual level 
is still fragmentary and leaves many questions unanswered. More important, there is no evidence 
on how each stage of IWB is affected by PLB. Hence, this paper aims to fill this gap.  

 
Theoretical background and hypotheses 

2.1. Innovative behavior and paradoxical leadership 
The term IWB was first coined by Scott and Bruce (1994) and defined as a process that 

starts with the recognition of a problem and generating some novel idea on how to improve or 
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solve it. The next phase is finding a support among sponsors or adherents who are able to give a 
start to the idea. The process ends up with the idea implementation - creation of a model or 
product prototype. Therefore, IWB is the multi-stage process that includes idea generation, idea 
promotion, and idea realization stages (Ng & Lucianetti, 2017).  

Paradoxical leadership is rooted to the idea of organizational paradox (Lewis, 2000; 
Smith & Lewis, 2011), which presumes companies to manage competing demands such as 
meeting global and local needs or balancing both social and financial performance (Lewis & 
Smith, 2014, Pearce et al., 2019). It explains the logic of paradoxical leader’s behavior (PLB) at 
the workplace, which suggests them to treat dualities simultaneously in order to make trade-offs 
among competing demands in managing their subordinates (Lavine, 2015; Waldman et al., 
2019).  

The link between IWB and PLB becomes evident if the Amabile’ Componential theory of 
Creativity (1997) is applied. Given that PLB is a managerial practice (Waldman et al., 2019), 
there is a possibility to associate it with employee IWB. Once employees are treated so that their 
voices are heard, they feel more comfortable at work, which allows them to concentrate more on 
their personal intentions and ambitions.  

As for the motivation component, PLB ensures both flexibility and stability (Lewis & 
Smith, 2014) and impacts employees’ proficiency and proactivity (Zhang et al., 2015), which 
strengthens employee engagement and fosters his/her intention to contribute to the organizational 
development. As suggested by Amabile and Pratt (2017), meaningful work is a critical 
component of creative thinking, while creativity in an integral part of IWB (Purc & Laguna, 
2017). Thus, we assume the following: 

Hypothesis 1: PLB is significantly and positively related to employee IWB. 
Creativity is an individual trait characterized by the creation of novel ideas that can be 

applicable in practice (Bani-Malhem et al., 2018). its major component – creative thinking – 
contributes to the idea production process by employee’s ability to think out of the box and 
deviate from the traditional thinking patterns (Moultrie & Young, 2009). This fact shows that 
creativity refers only to the first stage of IWB – idea generation (Feng et al., 2016). 

From another angle, paradoxical managers show employees how to treat mutually 
exclusive problems (Li et al., 2018). It provokes extraordinary thinking and finding non-trivial 
solutions to existing problems (Waldman et al., 2019), hence creative thinking is developing 
(Amabile & Pratt, 2017). Therefore, we hypothesized the following: 

Hypothesis 2: PLB is positively related to idea generation stage and this relations is 
mediated by the employee creativity. 

Promotion stage switches the focus from creative thinking to strategic. During this stage 
an employee tries to involve people around him/her into the process of innovation production by 
promoting the idea and finding both financial and psychological support from them (Ng & 
Lucianetti, 2016).  The critical role belongs to the supervisor support due to the perceived 
hierarchical authority (Li et al., 2018). The approval from a leader gives more value and higher 
motivation to develop the idea further and go through idea realization stage. In this regard, 
leader-member exchange (LMX) can the driver of idea promotion. LMX describes leadership as 
the process that touches upon interaction between a leader and a follower, which forms a dyadic 
relationship between them leading to various employee workplace outcomes (Graen, 1976, 
2013). Therefore, we hypothesized the following: 

Hypothesis 3: PLB is positively related to idea promotion stage of IWB and this 
relationship is mediated by LMX. 

Idea realization stage concludes the searching process of promotion and starts the process 
of implementation (Ekvall, 1996). The high-quality relationships still matter on this stage, 
because it helps to avoid interference from higher authorities and ensures that managers are 
involved in realization process (e.g. help to disseminate novelties or distribute the products). 
Moreover, good relationships with supervisors establish non-confrontational and relaxed 
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atmosphere letting its members to be less stressed and more concentrated on the implementation 
process (Lu et al., 2019). Given that, we may assume:  

Hypothesis 4: PLB is positively related to the idea realization stage of IWB and this 
relationship is mediated by LMX. 

 
2.2. The role of innovation climate 
From an employee perspective, innovation climate can be viewed as the perception of 

working environment that supports risk-taking, allocates resources to deal with novel ideas, 
contributing to idea promotion and realization stages. It also ensures challenging tasks to foster 
employee creative thinking (Lu et al., 2016). Several studies have proved innovation climate to 
be an antecedent of employee creativity. As a result, innovation climate can potentially foster 
idea generation stage because employees feel that they are expected to generate ideas that are 
beneficial for the company. Hence, we hypothesize: 

Hypothesis 5: Perceived innovation climate moderates the relationship between PLB and 
IWB in a way that this relationship is stronger when innovation climate is high. 

Hypothesis 6: Perceived innovation climate moderates the relationship between PLB and 
the idea generation stage of IWB beyond creativity in a way that this relationship is stronger 
when innovation climate is high. 

Hypothesis 7: Perceived innovation climate moderates the relationship between PLB and 
the idea promotion stage of IWB beyond LMX in a way that this relationship is stronger when 
innovation climate is high. 

Hypothesis 8:  Perceived innovation climate moderates the relationship between PLB and 
the idea realization stage of IWB beyond LMX in a way that this relationship is stronger when 
innovation climate is high. 

Based on the hypotheses, we propose the conceptual model for the study (see Fig.1). 
 
 

 
 
 
  
 
 
 
 
 
 
 
 
 
 
Figure 1. Conceptual Model 
 
Method 
The data was collected through the electronic questionnaire via email and social networks among 
knowledge workers, who are currently holding positions at Russian companies and who have a 
direct supervisor. We have collected 315 suitable responses. The majority of respondents are 
females (73.3%) aged 30-45 years (49.9%) and 18-29 years (44.3%). Males are represented less 
in the sample accounting only for 26.7% of all respondents acquired. 48% of all men fall into the 
“18-29 years” age category, 36% are 30-45 years old, while remaining 16% are 46-55 years old. 
As for organizational tenure, the majority of respondents has been working in a company for 
about three years and less (41.5%), 32.3% of them work for 4-6 years in their company, 16.2% 
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work for 7-10 years, while only 10% have an experience of working in their companies for more 
than 11 years.  

IWB was measured by 9-items “Innovative Behavior” scale developed by Janssen (2000). 
PLB was measured by the 22-items “Paradoxical leader’s behavior” scale developed by Zhang et 
al. (2015). Innovation climate was measured by the 4-items “Innovation Climate” scale 
developed by Oke et al. (2013). LMX was measured by the 7-items scale developed by Graen 
and Uhl-Bien (1995). These three scales were evaluated on 5-point Likert scale from 1 – 
“absolutely disagree” to 5 – “absolutely agree”. Creativity was measured by 30-items Creativity 
Personality Scale (CPS) by Gough (1976), which includes 30 adjectives describing people’s 
personality traits such as “snobbish”, “clever”, or “conservative”.  

The data analysis was done using the Rosseel (2012) lavaan R package with SEM for 
main effects and mediation, and regression with interactions for moderation.  
 
Empirical results  
SEM analysis (see Table 1) showed that PLB positively influences employee IWB (b=2.424, 
p<0.001). Moreover, supplementary linear regression model showed that PLB explains 
approximately 8% of positive IWB exhibition (F(1, 313)=32.15, p<0.001). This result confirms 
H1. 

 
Table 1. Results of SEM and Mediation 

 
Paths Estimate Std. Error z-value P(>|z|) 

IWB~PLB 2.424 0.961 2.522 0.012 ** 

Direct effects (H2) 

Generation~PLB  

2.438 1.094 2.230 0.026 ** 

Creativity~PLB  1.556 1.532 1.016 0.310 

Generation~creativity 0.078 0.022 3.567 0.000 *** 

Indirect effect (creativity) 0.122 0.108 1.132 0.257 

Total effect 2.560 1.139 2.247 0.025 ** 

Direct effects (H3) 

Promotion~PLB 

0.320 0.075 4.253 0.000 *** 

LMX~PLB 5.256 0.369 14.225 0.000 *** 

Promotion~LMX 0.021 0.009 2.359 0.018 ** 

Indirect effect (LMX) 0.113 0.048 2.335 0.020 ** 

Total effect 0.433 0.069 6.289 0.000 *** 

Direct effect (H4) 

Realization~PLB 

0.305 0.073 2.993 0.003 *** 

LMX~PLB 5.256 0.369 14.225 0.000 *** 

Realization~LMX 0.007 0.014 0.527 0.598 
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Indirect effect (LMX) 0.038 0.048 2.335 0.598 

Total effect 0.343 0.069 6.289 0.000 *** 

Sig. codes: *** (p<0.001), ** (p<0.05), * (p<0.1) 

 
The results do not suggest any PLB impact on creativity (p=0.310). Therefore, the 

indirect effect is insignificant too (p=0.257). It suggests that we can only partially confirm the 
H2. Idea promotion stage is significantly and positively affected by both PLB (b=0.320, 
p<0.000) and LMX (b=0.21, p<0.05), hence H3 is confirmed. The idea realization stage is 
significantly influenced by managers who exhibit PLB (b=0.320, p<0.001). However, the 
mediating role of LMX was not confirmed. Thus, the H4 can be partially rejected. 

Results of moderation analysis illustrated that the relationship between PLB and IWB is 
moderated by innovation climate so that employee IWB is higher when innovation climate is 
high (F(3,311)=17.29, p<0.001). Therefore, H5 is confirmed. There is also no moderated 
mediation for the model with PLB, creativity and the idea generation stage, but the interaction 
term is significant (t=2.463, p<0.01). Thus, the H6 is confirmed. 

On the contrary, the model on relations between PLB, LMX and the promotion stage has 
showed a moderated mediation. Both PLB and LMX were significantly related to innovation 
climate (p<0.001), and the impact of climate on idea promotion was confirmed (t=2.937, 
p<0.01). Hence, the moderation role was also significant (p<0.01); however, the effect itself is 
negative. Thus, innovation climate moderates the relationship between PLB, LMX, and the idea 
promotion stage so that employees are more likely to successfully promote their ideas when 
innovation climate is low. Therefore, H7 is partially rejected because of the negative moderating 
effect. 

There is no moderated mediation in relationships between LMX, PLB and realization 
stage. Nevertheless, innovation climate still moderates the relationships between PLB and the 
realization (p<0.05) so that employees are more likely to realize the idea if the innovation 
climate is high. Therefore, H8 is confirmed. 
 
Conclusion 
The study has several important practical implications for organizational leaders and human 
resource managers in Russia and other countries with similar levels of national innovation. 
Results indicate a positive impact of PLB on employee IWB. On one hand, paradoxical leaders 
allow autonomy for their employees and finding individual approach towards each of them, 
which help workers to enjoy freedom at the workplace and ensure stability. This, in turn, 
enhances their willingness and desire to go extra mile and perform outstandingly. On the other 
hand, by creating pleasant working conditions for employee’ creative thinking managers 
contribute to worker’s emotional well-being and job commitment. Thus the idea generation 
occurs as the natural response to this environment, where employees desire to express 
themselves and benefit the organization by solving current problems through innovative ideas.  

Good relationships with a supervisor allow workers to easily promote ideas through free 
and open communication with managers and appreciation of their feedback. Paradoxical leaders 
try to be a part of a working team, they do not act superior in the leadership role and try not to 
remaining aloof. It contributes to positive LMX creation, which, in turn, fosters employee idea 
promotion strategy. Once a worker has started realization stage, he/she again sticks to creative 
thinking to start searching process in order to understand, which resources are needed to realize 
the idea, how they should be accompanied and further utilized. All these things can be done 
through creative thinking. 

Knowing this, managers are recommended to behave paradoxically at the workplace by 
granting discretion or allowing employee autonomy, still they need to control subordinates in 
order to guide their innovation production process. It is a manager’s duty to ensure good 
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communication with workers, especially with problematic creative employees, in order to fully 
realize their creative potential.  

For the companies, the issue of project team creation or managerial positions can also be 
addressed through the appointment of such team leaders who demonstrate the PLB at the higher 
extent, especially if the projects is directly related to the innovative outcome. In order to find 
appropriate people for the position, HR managers can test the paradoxical thinking of current 
employees, who can be potentially promoted, through some case-studies or problem-solving 
tests. HR managers are also encouraged to benchmark successful practices on how to develop 
paradoxical thinking and incorporate training and development activities.  
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Abstract:  
This paper investigates the external and internal factors which lead to the formation of 
talent retention practices in organisations operating in the territory of Russia. The authors 
conducted a multiple case study to evaluate contexts of talent retention practices in 21 
companies. It is shown that with respect to the talent retention practices, the role of the 
innovative component or the role of the standardised results in an organisation’s business 
model lead to the formation of two clusters of talent management system configurations.  
 
Keywords: Talent Retention, Contextual Talent Management 
 
Introduction  
Developed talent retention practices in the face of continuous economic and technological 
changes are one of the essential indicators of an organisation's competitiveness (Latukha, 2015; 
Latukha, Selivanovskikh, 2016). At the national context, programs of talent retention strategies 
are being implemented in Singapore, China, Kazakhstan and other countries (Guriev, 2011), 
which emphasises the urgent need in highly educated and talented people for the economies. 

Regarding Russia, the issue of talent retention is also a priority
1
, and pushes the state to develop 

a strategy for the return and retention of talents for the development of the country's economy.  
1 Decree of the President of the Russian Federation 28 December 2013 г. № 967 «On 

measures to strengthen the human resources of the Russian Federation». 2013. 
https://www.garant.ru/products/ipo/prime/doc/70452628/ (accessed: 27.10.2020).  

It is also being noted that it is the features of labour markets, not companies, that will 
ultimately determine the movement of employees, so organisations cannot protect their talents 
from attractive opportunities and aggressive recruiters (Cappelli, 2008).  

Comparative analysis in different national context also demonstrate a vital role of talent 
retention practices for the success of the companies at organisational level (Latukha, 2018). 
Moreover, at organisational context, talent retention practices are still one of the most 
challenging (Ott, Tolentino, Michailova, 2018; Pandita, Ray, 2018) and controversial in their 
nature.  

The authors study talent retention practices that are formed by the internal and external 
environment, at the turn of the set of contexts. Using a contextual approach to talent management 
(Michailova, 2011; Kabalina, Mondrus, 2017), the authors identify the main factors influencing 
talent management practices associated with the formation of talent retention practices in 
organisations. Performing research, the authors identify various configurations of the talent 
management system, understanding by a ‘configuration’ the implementation of the talent 
management in every particular organisation.  

 
Factors shaping talent retention  
Using a contextual approach to talent management, the authors consider interrelated practices, as 
well as a set of factors of different levels (Thunnissen, Van Arensbergen, 2015; Thunnissen, 
2016; Khoreva, Vaiman, Zalk, 2017; Thunnissen, Buttiens, 2017; Muratbekova-Touron, 
Kabalina, Festing, 2018), which give ground for outlining the organisational context 
(Thunnissen, Boselie, Fruytier, 2013; Olckers, Du Plessis, 2015) of retention practices.  

The literature analysis provided allows the authors to make sure that within the 
framework of the talent management system, the practice of talent retention is represented 
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through other talent management practices. In this regard, the boundaries of the practice of talent 
retention cannot be clearly defined. The results of research, revealing the topic of talent 
retention, demonstrate the formation of retention practices through such practices as talent 
development (80% of articles studied); attraction in general and recruiting in particular (50%); 
talent engagement, performance and career management (50%).  

Examining the relationship between development and retention practice, the authors 
concluded that the orientation of employees towards and providing them with opportunities for 
continuous development, leadership development, maintenance of organisational commitment 
(D'Amato, Herzfeldt, 2008; Foster, 2015; Rathi, 2015), the involvement of talents in the 
decision-making processes are the foundation of talent retention practice. Moreover, an inclusive 
approach within the talent management system, implemented in attraction practices, in the 
practices of continuous talent development, and talent engagement management, affects the 
retention of talents in organisations (Festing, Schafer, Scullion, 2013; Festing, Schafer , 2014; 
Foster, 2015). Development environment as part of a talent development practice is closely 
related to well-established communication with talents, which also influences the formation of 
retention practice (Finkle, 2011; Ahmed, Yang, 2017; Rakhra, 2018).  

Analysing the reasons why talents leave companies, noted by both Russian and foreign 
researchers, and the systematisation of the collected data, the authors identified seven most 
common factors of the individual context that affect the retention of talents. These are the 
perception of career growth opportunities, job satisfaction, relationships with colleagues, access 
to training and development, the complexity and attractiveness of the tasks set, the perception of 
the practice of motivation through compensation in the form of salaries and other types of 
material incentives, recognition by supervisors and managers and other members of the company 
(e.g. Doh, Stumpf, Tymon Jr., 2011; Patil, 2012; Ravinder, Ruti, 2012; Bihani, Dalal, 2014; 
Bonneton et al., 2019; Armstrong, Taylor, 2020).  

By considering the measures organisations propose to retain talents, the authors have 
been able to systematise the organisational-level factors associated with talent retention 
practices. These factors include the following: the role of line managers in interacting with 
retained talent, the practice of talent development (Frank, Finnegan, Taylor, 2004; Bihani, Dalal, 
2014; Armstrong, Taylor, 2020), as well as the development of channels of external 
communication aimed at potential candidates for the talent pool, competitive, fair and impartial 
remuneration system, thoughtful design of strategic jobs, developing commitment to work 
through the organisation of projects with which people are ready to identify themselves rather 
than with the organisation as a whole, the development of internal communications and the 
promotion of social connections within the organisation (Hausknecht, 2019), adaptation of new 
talents, ensuring a balance between work and personal life (Bihani, Dalal, 2014; Armstrong, 
Taylor, 2020), a flexible approach to creating comfortable working conditions, selection of 
managers in such a way that they highly value the work of talents (Armstrong, Taylor, 2020).  

Comparing the factors associated with talent retention, the authors concluded that at the 
junction of the identified internal factors of the individual and organisational contexts, talent 
retention practices in the organisation are constructed. The factors which can explain more 
thoroughly the external context and how it influences the formation of talent retention practices 
weren’t thoroughly presented in the extant body of research, so the authors attempted to design 
an empirical study to address the following questions: 1. What practices of the talent 
management system are associated with the practice of talent retention? 2. What factors 
influence the formation of talent retention practices? 3. Are there properties by which it would be 
possible to group companies in accordance with the formation of talent retention practices?  

 
Method (including sample and measures description)  
The authors use both qualitative and quantitative research methods. An integrated approach 
makes it possible to develop a model of a talent retention practice in an organisation within the 
framework of a comparative case study based on 21 companies which took part in the research, 
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and also allows to systematise, structure information according to the model obtained, both 
within the framework of theoretical and empirical research, using content analysis. 

In the theoretical part, the authors conduct a content analysis of scientific literature with 
the focus on talent retention practice to identify factors that influence the formation of talent 
management system configurations and talent retention practices, as well as to identify links 
between other talent management practices. The Scopus database served as the main source of 
the literature. The authors did not use the WoS database, due to almost complete overlap with the 
search results in the Scopus database. Using the Scopus database, the authors found 312 articles 
on the key phrases ‘talent management’ and ‘talent retention’. The study of the content of the 
articles made it possible to identify 164 accessible for reading and relevant to the topic in 
question. By relevant articles, authors mean those that view talent retention as a focal issue and 
conduct theoretical and/or empirical research on talent retention. In the next step, the authors use 
10 studies focusing on the reasons for leaving talents and how to retain them. 

The participants of the empirical research were the representatives of 21 companies, who 
identified the talent retention practice in their organisations as an important component of talent 
management. All companies operate in the territory of the Russian Federation, represent 5 
countries and 8 industries. Interviews with respondents were recorded on electronic media, 
transcribed for subsequent implementation of content analysis and interpretation. The 
respondents are directors and middle managers who are responsible for developing and 
implementing talent retention practices.  

In order to analyse, interpret and compare the results of the in-depth interviews, the 
authors took as a basis a talent management system model based on loci (Cappelli, Keller, 2014), 
which are formed by the dichotomies (Dries, 2013; Meyers, van Woerkom, Dries, 2013; Meyers, 
van Woerkom, 2014). As the loci of the talent management system with the assignment of a 
numerical equivalent to each typical statement, a) the approach to talent management (with the 
poles ‘exclusive’ 0; ‘inclusive’ 1), b) the source of talents (with the poles ‘internal’ 0; ‘external’ 
1), c) motivation of talents (with poles ‘output’ 0; ‘input’ 1); d) differentiation of talents (with 
the poles ‘orientation towards a strategic jobs’ 0; ‘orientation towards talents’ 1). The authors 
introduced the numerical expert scale [0; 0.25; 0.5; 0.75; 1] of typical statements of respondents. 
The scale is implemented for building a visual model of the talent management system 
configurations in the organisations, and is also used in an attempt to define properties/factors 
when clustering the companies and interpret the talent retention practice positioning. 

 
Empirical results and conclusions  
The companies which took part in the research belong to different sectors of economy and 
operate in Russia. When defining the practice of talent retention, the authors considered the 
configurations of the talent management system in organisations, trying to determine the place of 
the retention practice. In this regard, the dichotomous pairs that appear most often in the 
theoretical and practical field were considered (Dries, 2013; Cappelli, Keller, 2014). Empirical 
research has showed that, in practice, the polarising approach that is adopted in theoretical 
reasoning is not an obstacle to the implementation of talent management practices or a clear 
choice for the organisations. Most organisations are vague at describing their talent management 
system configurations and use different approaches to targeting talent groups. In this regard, the 
authors consider it reasonable to introduce a scale for comparing the fuzzy statements of 
company representatives, and try to streamline these statements, identifying the place of talent 
retention practices in the companies in relation to the most extensive group of talents allocated 
by each company.  

The previously identified factors of the organisational context influencing the formation 
of talent retention practices are present in all the organisations we have considered, but to a 
different extent. The variation in emphasis on talent management practices related to retention 
practices allows us to define the place of talent retention practices in the organisations. 
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When describing the configuration of the talent management system in their companies, 
respondents consistently associated their talent retention practice with talent development 
practice. However, each company described the relationship between these two practices, based 
on those characteristics that have connection to the external and internal organisational 
environment. Analysing the responses, the authors tried to generalise the results obtained and 
highlight the clusters of companies with similar approaches to talent retention. For clustering, the 
authors used the introduced scales of statements of representatives of the companies who took 
part in the study, and applied successively methods of hierarchical, non-hierarchical, and fuzzy 
clustering with multiple random sorting of responses. 

Despite a wide variety of factors influencing the formation of talent management system 
configurations, the authors interpreted the line of demarcation as follows: the role of the 
innovation component in the organisation's activities or the role of the standardised results in an 
organisation's business model, highlighting two clusters ‘Innovation’ and ‘Stability’ respectively.  

The more a company depends on the innovativeness of the main product/service, the less 
defined are the boundaries of the retention practice and other practices in the talent management 
system configuration. In such organisations, the practice of continuous development is the basis 
of talent retention. However, these companies are not ready to answer to the question about the 
boundaries of talent retention practice, stating that maintaining the rest of the practices (primarily 
development environment) is the retention practice. The more a company is restricted with the 
external requirements to the product/service it produces, established by a country, the more 
structured the practices are, including the talent retention practice. In this case, the companies are 
able to answer to the question of the boundaries of talent retention practices, as well as to 
identify toolkits specific to their company, which are primarily focused on the performance 
indicators presented to talents. 
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Abstract: 
In this article, the authors investigate the influence of personal characteristics on the fact of 
dismissal of specialists and managers at all levels. The database is the results of assessment 
of 243 employees (top managers, middle management, specialists) of JSC Sheremetyevo 
International Airport (2019). The use of personal qualities of a person as a determinant of 
the decision to change the company is poorly studied, in contrast to variables that describe 
the level of job satisfaction and commitment to the organization. The purpose of this article 
is to search for indicators that would indicate to HR managers the employee's tendency to 
quit and allow them to develop a strategy for retaining talented employees in the company. 
When evaluating the probit model of binary choice, it was found that along with the 
economic characteristics of the workplace and the specificity of employee skills for a 
particular company, the fact of voluntary dismissal is influenced by personality 
characteristics, such as self-efficacy assessment, locus of control and type of thinking. The 
national-oriented type of crisis resolution and a higher level of self-perception by 
employees of the effectiveness and significance of work, lead to a decrease in the 
probability of a company change in the horizon of one year. At the same time, an increase 
in the position, accompanied by an increase in wages, strengthens the intention to stay in 
the company.  
 
Keywords: Turnover Intentions, Dismissal, Staff Retention, Influence of Personal 
Characteristics 
 
Introduction 
The development of new formats of work and business models of companies assigns a key role 
to the competencies, knowledge, and skills of employees. The competitiveness of companies is 
associated with the amount of investment in human capital development and cost of replacing an 
employee upon dismissal. It is becoming more and more common practice to select the necessary 
specialists for a long period of time and to invest in the retraining and development of 
employees. In case of dismissal (especially, in the first year of work, when company make their 
first significant investments), these investments become non-refundable, both from the material 
and competence side. The relevance of this problem is also confirmed by the results of a global 
study of trends in human resource management, conducted by Deloitte, where 70% of 
respondents identified the complexity of recruitment and retention as the most significant for 
their company in 2019 [Deloitte, 2019]. This determines the importance of voluntary turnover 
factors. Although in the context of the pandemic, the voluntary change of company is reduced 
due to the growing threat of forced layoffs by employers. However, according to a survey by 
Vedomosti of more than 20 large Russian companies, large businesses do not seek significant 
employee reductions [Vedomosti, 2020]. Forming a strategic approach to human resource 
management, companies use the practices of employee development and retention in the 
organization [Kabalina & Mondrus, 2018].  

The article aims to determine the determinants of employee dismissal, including not only 
economic and demographic factors, as well as the characteristics of the place of work, but also 
the characteristics of the employee's personality, which is a non-trivial research approach in the 
Russian management literature. The feature of the empirical base of the work is also that the 
authors address not only mass professions, for example, in the field of front-end interfaces of 
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companies, but also specific labor personnel by collecting unique data from “Sheremetyevo 
International airport". 

 
Theoretical framework 
At the first stage of the analysis, a content analysis of research literature published in journals 
reviewed in the international scientific citation databases Web of Science (hereinafter – WoS) 
and Scopus. The sample size totally was 4913 articles for the period since 1951to 2020. 

Further, using the bibliometric analysis software product R Bibliometrix, a cluster-
content analysis of the research literature was performed, which allowed us to identify three 
groups of publications in the entire array of articles (for the query "company change factors" and 
its variations) that reflect the predictors of company change: personal, corporate, and external 
market factors. Groups of factors that consider the impact of internal and external variables have 
received the most attention in the literature, which seems natural to us, given the impact that the 
characteristics of work tasks, social environment, relationships with management, and alternative 
employment opportunities. At the same time, the first group of factors (personal characteristics) 
looks the least studied, if we do not consider the traditional characteristics of the age and gender 
of co-workers. In this regard, it is this category of variables that attracts the most attention in our 
work. 

 Determining the significance of these factors for an employee's decision to voluntary 
turnover will give HR managers a tool for human capital retention and career management. 

Issues of attracting and retaining human capital are most often considered in the context 
of job satisfaction and dissatisfaction, leading to a change of company depending on industry, 
industry, or cultural characteristics [Shaw et al., 1998; Hom, 2001]. Despite considerable 
scientific interest, the issue of attracting and pushing factors to the company remains debatable. 
The traditional and most General division offers three groups of potential factors: 

- socio-economic characteristics; 
- parameters describing the level of satisfaction, commitment to work, and loyalty; 
- parameters of the external environment, such as the maturity of the labor market and the 

possibility of alternative employment of the employee. 
The reasons for leaving high-performing employees are often explained by economic 

factors, because such employees have more opportunities for alternative employment. But 
psychological factors also contribute to this problem. In applied psychology, an employee's non-
cognitive abilities such as responsibility, independence, perseverance, and emotional stability are 
collectively the best predictors of salary, employment status, and annual earnings [Westman & 
Eden, 1996]. In contrast to the large body of research on the psychological determinants of the 
employee life cycle, there is little research on the determinants of employee turnover [Tam & Le, 
2018]. SCANS identified five broad categories of critical characteristics that affect employee 
recruitment, training, and retention mechanisms. These skills are the ability to work with other 
people, the ability to find and process the information received, build cause-and-effect 
relationships, see patterns between phenomena, and determine the necessary resources [Harris et 
al, 2020]. The authors attempt to show that statistically all personality parameters correlate with 
each other, and, consequently, there is a potential possibility of determining a single megafactor 
of personality [Musek, 2007; Rushton et al., 2008]. 

A large and expensive labor market that provides a wide range of alternative employment 
opportunities, especially in Moscow, increases the likelihood of an employee making a decision 
to leave if the company has not created constraints such as high wages and career growth. For 
employees, whose skills are highly specialized, there are fewer alternative employment 
opportunities than for employees with universal skills. Dismissal is associated with the risk of 
temporary or permanent loss of income. In this regard, the presence of a family deters from 
dismissal since the employee has material obligations that do not depend on the fact of work. 
The employee's age is associated with labor productivity and skill level. The more years a person 
is in the same profession, the higher the effect of experience, however, productivity may 
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decrease with age due to physical deterioration. Therefore, young employees may be inclined to 
leave because they do not earn high incomes, and older employees are not inclined to leave 
because they are likely to be out of work forever. Psychological determinants of the employee's 
personality that are not related to the place of work and its socio-demographic characteristics 
also affect the probability of deciding to leave. To assess the impact of personal characteristics of 
an employee on the decision on voluntary dismissal, the following hypotheses were formulated. 

H1. High wage relative to the labor market, company-specific skills of the employee, and 
a high position in the management hierarchy will be disincentives from dismissal. 

H2. Status of a single person (non-marriage) increases the employee's tendency to quit. 
H3. Employee's Age has a non-linear (quadratic relationship) effect on the tendency to 

leave. 
H4. Low self-efficacy rating, introverted personality type, emotionally oriented thinking 

type, and internal locus of control increase the employee's tendency to quit. 
 

Method  
Data collection took place among employees of the production and administrative block of 
Sheremetyevo International airport JSC. The sample was formed from high-potential employees 
selected by triangulated methods. To build predictive models, we used data from incoming 
testing of candidates for employment in the period from August 2019. The database includes the 
results of assessment of 243 employees (top managers, middle management, specialists). The 
fact that employees were dismissed was compared with the full-time number of airport 
employees as of September 2020. The testing structure is compared with a five-factor personality 
model containing the following parameters: the employee's predisposition to a certain form of 
locus of control, the effectiveness of the significance of their own efforts to achieve their goals 
(self-effectiveness), structural features of thinking and the way to resolve crisis situations 
(rational and emotional), as well as personal indicators of interaction (extroversion and 
introversion). The wording of the questions was borrowed from the descriptions of the big five 
personality categories: 

- locus of control, type of thinking, extraversion, introversion [Wiggins, 1968; Steel & 
Ovalle, 1984]; 

- self-efficacy [Costa & McCrae, 1976; Catell, 1957]. 
The questionnaire contained 44 questions that were thematically divided into 5 

personality categories-characteristics of the big five, each category represented 6 parameters that 
reveal the content of each of the constructs [John & Srivastava, 1999]. Respondents 
independently assessed themselves using a five-point Likert scale, where 1-completely disagree 
that I am such a person, 5-completely agree that I am such a person [Goldberg, 1993]. The final 
values were interpreted by finding the average for the parameters of the five constructs. 
Descriptive statistics for the sample formed at the first stage are presented in table 1. The value 
of the variable in the model is shown in parentheses. 

 
Table 1. Descriptive statistics 

 
Parameter % Parameter % 

1. Sex  41-50 years old 26,60% 

- mail (1) 64,53% Over 50 years old 10,34% 

- female (0) 35,47% 4. Skill specificity   

2. Marital status  Primary production (0) 41,38% 

Married (1) 78,82% Management (1) 58,62% 
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Single (0) 21,18% 5. Position in the company   

3. Age   Specialist (0) 49,26% 

20-30 years old 13,79% Middle manager (1) 34,98% 

31-40 years old 49,26% Top manager (2) 15,76% 

 Data on the socio-demographic characteristics of respondents, positions, salaries, and the 
specificity of skills for a particular enterprise (primary production/administration) were filled in 
based on personnel records. The model includes an indicator of the relative wage calculated as a 
quotient of the Respondent's wage to the average salary for the city of Moscow in the 
qualification grid. For modeling, dismissal is a dependent variable that takes the value 1-the 
employee is dismissed by the time of the second stage, 0-the employee continues to work at the 
airport. 

 
Empirical results and conclusions 
A probit-model of an employee changing the company was constructed, which includes three 
groups of variables: the average results of incoming testing by the degree of development 
(implementation) of personal characteristics, the specifics of the place of work, and the socio-
demographic characteristics of the employee. The results of the assessment are presented in table 
2. 

 
Table 2. Estimation results 

 
Variable Coefficient Std. dev Avr. marg. eff. Prob 

Sex .005 .182 .002 .974 

Skill specificity .044* .350 .031 .085 

Marital status -.216 .219 -.071 .323 

Age squared -.086 .000 .000 .189 

Lokus_x_SelfEff .343* .199 .113 .086 

Relative_wage -.137** .149 .046 .050 

TypeMind .130* .175 .044 .060 

ExtrIntr .182 .181 .062 .314 

Obs. 243    

Pseudo R2 .1782    

Note: * p < 0.1, ** p < 0.05, *** p < 0.01 
 

To interpret the results of the assessment, the value of the average marginal effects was 
calculated, reflecting the change in the probability of dismissal of an employee when the value of 
the attribute changes by one (in the case of rank values, the change in rank). In order to increase 
validity, insignificant variables (position in the company, seniority at the airport (due to 
multicollinearity), self-efficacy) are excluded from the model. The following variables were 
found to have a significant effect on voluntary dismissal: family, type of thinking, extraversion / 
introversion, and interaction effects between locus control and self-efficacy, which showed 
insignificant influence without mutual effect. 
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An employee's administrative position increases the probability of changing companies 
by 3.1%, since their work competencies are not unique to the airport and can be used in 
alternative ways in the large Moscow labor market. The relative wage is expected to be 
significant, increasing it reduces the likelihood of changing companies by 4.6%, as well as 
having a family and social obligations. In the block of personal characteristics significant are the 
type of thinking (TypeMind), most values of which tend to be the rational type, and with 
increasing values increase the probability of a change of company on 13% and the joint effect of 
locus of control and self-efficacy (Lokus_x_SelfEff), where for the first (locus of control) higher 
values are characterized by a tendency to internal locus of control. Thus, a combined increase in 
the values of both the locus of control and self-efficacy increases the probability of changing the 
company by 34.3%.  

Hypothesis 1 about the influence of the position on the likelihood of dismissal was 
partially not confirmed, since an increase in the position means an increase in the employee's 
wages. As stated above, the Position parameter has been removed from the model. Hypothesis 3 
about the nonlinear dependence of the probability of making a decision to dismiss and the age of 
the employee was not confirmed. In a relatively small sample of airport employees, there are 
many combinations of age-company-specificity of skills, age-position, age-personal 
characteristics, which does not allow us to single out a general pattern. In addition, for the main 
production personnel of the airport in the Moscow hub there is an opportunity for alternative 
employment, in contrast to other Russian cities with a single airport, which biases the estimates. 

Thus, it was found that the personality characteristics that affect the employee's working 
behavior, his desire for development, willingness to take responsibility for decision-making and 
its consequences, the ability to objectively assess their mistakes and successes affect the 
probability of making a decision to leave on a par with economic and quasi-economic factors 
such as income, the presence of fixed expenses, social obligations in the family, and the 
possibility of alternative employment. 
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Abstract:  
Each country is unique. For effective communication and a better understanding of other 
countries it is necessary to know the cultural differences. The culture is the main element in 
strategies and models chosen by each country to overcome crises. When complexities of 
mutual understanding in cross-cultural communication occur, most often it happens due to 
ignorance of the culture awareness, rather than one’s personal characteristics. An 
important element that affects the effectiveness of cross-cultural interaction is trust. But in 
each culture, it is established in its own way. Trust, when achieved, lasts for a really long 
time. 
 
Keywords: Crisis, Trust, Culture, Cross-cultural Interaction, Cultural Characteristics of 
Countries, Overcoming the Crisis 
 
Introduction 
In the world community the concept of crisis is associated with the sphere of economy and is 
connected with the world economic crisis of 2008, which affected almost all the states in the 
world. The crisis recovery strategy caused the implementation of large-scale anti-crisis economic 
measures, which were undertaken by the governments of different countries. 

The global crisis caused by Covid-19 virus belongs to the sphere of public health, but has 
devastating consequences both for the countries' economies and for the public health, including 
psychological health as well. The strategy to overcome the crisis is ensured by the activities 
related to the fight against the virus.  

A crisis is defined as an unexpected break in something, a severe transitional state, 
manifested in a deep disorder of the system caused by the imbalance of the processes supporting 
its relatively stable functioning. A crisis is more likely to have negative consequences and, as a 
result, the need for immediate action.   
 
Culture and its impact 
In a crisis situation people can behave differently, everyone has their own psychological defense 
mechanisms and coping strategies - someone mobilizes, in this case all the possible individual 
human abilities and resources are activated, and someone is thrown into the opposite state – they 
give up and let everything go its own way.  The difference in behavior in crisis situations is 
caused not only by individual characteristics of people, but also by cultural and national 
differences in various countries. 

E. Meyer in her book "Map of Cultural Differences" says that culture is the fundamental 
aspect in the cross-cultural interaction of people, not the personal characteristics of the 
individual. 

К. Hirz, an American anthropologist and ethnologist, viewed culture as a means of 
communication, provide a link of times and developing knowledge about life. Culture is a 
conceptual set within which human beings interpret their experiences and guide their actions. 

National culture is created by human beings and passed on from generation to generation. 
Culture is the environment within which people interact, learn about themselves and build 
relationships with the outside world. A specific culture is an expression of how communities of 
people have organized themselves over the years to solve together effectively the challenges they 
face. 
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F. Tronpenaars, in his book “National Cultural Differences in the Context of Global 
Business”, describes a cultural model consisting of three layers. The external layer, which is the 
products of human activity and artifacts that symbolize the deep, underlying values and 
preconditions of being. The middle layer is the norms and values of the community of people. 
Where by norm is meant the joint knowledge by members of the community of what is "good" 
and what is "bad", and values form the exact definition of what is "good" and what is "bad". In 
the heart of culture is the meaning of being. The meaning of being is the product of the collective 
brain activity of society, the main value, that gives people the right to survive.  All layers depend 
on each other and mutually complement each other. 

The most structured describes the possible cross-cultural interactions model proposed by 
E. Meyer, which represents 8 scales of difference culture (Fig. 1), namely: 

 Communication (scale from low to high context), 
 Evaluating (scale from direct negative feedback to indirect negative feedback, 
 Leading (scale from egalitarian to hierarchical control), 
 Deciding (scale from consensual to top-down), 
 Trusting (scale from task-based to relationship-based), 
 Disagreeing (scale from confrontation to avoiding confrontation), 
 Scheduling (scale from flexible time to linear time), 
 Persuading (scale from principles first/ specific to holistic / applications first). 

 

 
 
Figure 1 The Culture Map’s Meyer 
 

On the chart, each axis is marked with points of culture corresponding to a particular 
scale. By the location of cultures on the scales you can see the difference and similarity of these 
cultures, as well as their relativity. For example, Russian culture in relation to German culture is 
more flexible about time, but, at the same time, far less flexible than Malaysian culture. Thus, the 
Malaysian culture should be more punctual for effective intercultural communication, while the 
other cultures should be more tolerant towards delays of the Malaysian culture. 

Below are the characteristics of each of the axes: 
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Scale of communication:  
A culture with a low context means that in communication the companion can only 

perceive what he or she is told without reading "between the lines". It is clear, straightforward 
communication. In contrast, cultures with high context tend to transmit information through 
hints. All the basic information remains unproved.  

The USA, Australia and the Netherlands are low context cultures, Japan and China are 
high context cultures.  

Evaluating scale: 
Direct negative feedback - the brightest representatives are Russia and the Netherlands. 

Direct negative feedback is a concrete, often emotional feedback, using words that amplify, press 
the problem. Such techniques help focus attention on the problem.  

Indirect negative feedback is based mainly on positive feedback, while negative aspects 
(errors, problems) will be hidden and mitigated. The representatives of such cultures are China 
and Malaysia. Japanese culture has an even more complex form of negative feedback. As a rule, 
criticism in this culture is a complete absence of criticism. 

Leading Scale: 
Egalitarian management is a characteristic of the Netherlands, Australia and America. It 

implies a minimum distance of power. The manager and the subordinate interact on the same 
level. The following countries adhere to the hierarchical culture of management: Japan, China, 
Russia. In this management model, the levels of subordination are clearly structured.  

The scale of deciding: 
In Japan, the Netherlands and Germany, decisions are made collegially and for a long 

time. Such decisions are less flexible and if the situation changes, it will take a long time to 
change that decision.  

In China, Malaysia and Russia the culture of decision making is completely opposite. It is 
accepted by the manager and passed on to implementation without any unnecessary discussions. 
Such decisions are made and changed quickly if necessary. The responsibility for this decision is 
always individual.   

The scale of trust: 
Confidence based on common objectives is popular in the countries as America and the 

Netherlands. And trust based on relations - Russia, Japan, China. In the first case, all transactions 
are carried out on the basis of official statistics, feedback, evaluation; in the second case, most 
often it is personal contacts, personal evaluations.  

The scale of disagreement: 
Countries such as Russia, France and Germany are ready to express their disagreement. 

This can serve as a trigger for discussion. Confrontations on dissent are acceptable in such 
countries. It refers to the business sphere and is not related to the individual.  

Confrontation is unacceptable for Japan. They choose the avoidance model. Professional 
confrontation will be evaluated as a personal one.  

Scheduling scale: 
For Germany and Japan, time is a special value, and they strictly adhere to planned 

timings. Any sudden change will unbalance the day agreed in advance.   
Flexibility of approach to time is characteristic of countries such as China, Malaysia. 

Such countries easily change their pre-planned plans. The value in their culture is flexibility of 
approach. Russia and France are in the middle of this scale. 

The scale of persuading: 
Beliefs based on theoretical examples (Principles First) (from general to private). This is 

common in Russia, Romania and Germany.  
Beliefs based on practical examples (Applications First). This boundary of the scale is 

represented by America, Japan and China.  
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Trust as part of the cultural model 
Trust takes a special place in cross-cultural communication. Depending on the field of 
knowledge (philosophy, religion, law, psychology, etc.) different definitions of trust are used. In 
this article we understand trust as a subjective personal attitude to others (Gurieva, Borisova, 
2016). 

The most important factor in the development of a process, characteristics and 
manifestation of a society is the general context of its existence, which includes historical, 
cultural, political, and economic aspects. Fukuyama also studied trust issues in the cultural-
historical context and developed trust models in different countries. He defined trust in the most 
scientific and concise way -  as "the expectation that other members will behave more or less 
predictably, honestly and with the attention to the needs of others, in accordance with some 
common norms. (Fukuyama, 2008). They have identified American, German, Japanese and 
Chinese models of trust, as the ones based on cultural and historical characteristics of these 
peoples' development, taking into account secular, religious, economic and political customs and 
views.  

Trust is an important component in any culture and is the basis for success in business 
(S.D. Gurieva, M.M. Borisova, 2017). To conduct international business or any business in 
different cultures, one should remember that different cultures use different means to establish 
trust. Communication which based on trust is more durable. Establishing trust takes a long time, 
but it is durable. 

 
Cultural Model of Russia and Japan  
Each person is unique, but for effective cross-cultural interaction it is necessary to know and take 
into account the peculiarities of the cultural model of a person. 

In Russian and Japanese cultures, trust is based on relationship. But Japan, in contrast to 
Russia, refers to a high-context culture. The main meaning is transferred by hints, via speech 
used idioms. The task of the interlocutor is to listen attentively and to hear, to catch what is left 
between the lines, to "listen to the air".  In this case, controversial moments in business 
communication are avoided, because Confucian ethics assumes that the opinion of each team 
member is authoritative and open disagreement with his opinion can be interpreted as personal 
disrespect. The opposite works for Russia. In Russian culture, the use of words that reinforce 
negative coloring to convey feedback is typical, and disagreement can develop into open heated 
debates. In Russian culture, " truth is born in a dispute”.  In Japanese culture, one can only give a 
hint, but not challenge it. At the same time, the hierarchical structure of subordination is settled 
in Japan and Russia and the leader in Japan has an unwavering authority, but in Japanese culture 
decisions are mostly made collegially and the responsibility for this decision is collegial, and in 
Russian culture the decision is made and is the responsibility of the leader. A significant 
difference in culture is the way of persuasion: Japanese culture argues its position first by calling 
its decision and then by general rules, while Russia does the opposite: first, the theoretical basis 
and the answer to the question "how did you come to this decision" and at the end of the decision 
is called.   

 
Overcoming the crisis (by the example of COVID-19) 
In each society, the organization may have crisis situations that affect different aspects of 
functioning and existence of integrity and stability. A crisis situation can be perceived in 
different ways, from the point of complete rejection and non-recogni tion to active immersion 
and the desire to find the most acceptable ways to resolve it.  

The main element that helps solve or resolve complex crisis situations is trust - honesty, 
openness and frankness towards others. Trust and effective management in a stable situation 
allows the society or the company to build up such resource potential, which will contribute to 
the fact that in a crisis situation, with the highest probability, will help to survive and recover 
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from the crisis. E. Deming wrote that the true indicator of the level of trust, the positive 
dynamics of trust is seen exactly in a crisis situation, when the best opportunity is given to both 
parties to show the true level of their trust (Deming, 2007). 

A crisis situation is a catalyst for social processes, leads to the destruction of positive 
perceptions of the organization and undermines trust in the organization. For example, the crisis 
typology of L.G. Greiner shows that regardless of the size of the company or its business 
experience, there are crises of different levels: from crisis of leadership to crisis of red tape. At 
each of the different stages of crisis existence, the main attention is focused on the actions of the 
company's top executives in a crisis situation, search for decisions on how to get out of the crisis, 
in order to preserve the company's reputation, consumers’ confidence and employees’ loyalty 
(Fig. 2). 
 

 
Figure 2. Crisis model’s Greiner 
 

Thus, the classification of the proposed types of crises focuses on leadership behavior in a 
crisis situation. Overcoming the crisis is maintaining the level of trust to the organization and in 
the organization. Mentioning the causes of global, large-scale crises, four types of crises are 
distinguished, which have crushing consequences and arise because of the human factor 
(Fombrum, 2004). Crises may manifest in different forms, may be caused by different reasons, 
but each large-scale crisis can be perceived as a real threat to the existence and stability of 
society. One of the clearest examples of crisis illustration is the situation of Covid-19 virus. 

The situation with Covid-19 has prompted governments of different countries with 
different cultures to implement decisive restrictive measures, taking into account both national 
interests and objectives, and saving the lives and health of citizens. On one hand, these restrictive 
measures are the same, such as border closures, an emergency or self-isolation regime (in Japan), 
testing for both infection and immunity, social distance and/or movement restrictions, mandatory 
wearing of masks and gloves, control and monitoring of patients and tracking of contacts, and 
development of an effective vaccine. On the other hand, these measures, including those based 
on cultural differences, vary. 

For example, the Japanese government introduced an emergency regime in the country 
without implementing strict restrictions - enterprises, including restaurants and hairdressers 
continued to work, the movement of people was not restricted in any way, only 0.2% of the 
population were tested. Nevertheless, the number of infected people in Japan was decreasing 
daily, and the emergency regime was 51 days. Under Japanese law, authorities can only 
recommend citizens to stay at home, but not order them to do that. There are no penalties for 
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disobedience, and recommendations are likely to be followed because of the high level of respect 
and confidence in the country's government and public pressure. 

The Swedish model of response to the crisis caused by the virus also differs. As it turned 
out, Sweden is the only EU country that has not introduced any quarantine measures. All 
activities coming from the authorities were of a recommendatory nature, the country has applied 
the so-called "common sense technology". Sweden turned to its citizens, asking to practice social 
distance, mostly on a voluntary basis. The Swedish authorities, on one hand, introduced some 
restrictions to help reduce illness, and on the other, avoided strict control, fines and police 
checks.  

And, for example, in Russia, and in particular, in Moscow, a regime of self-isolation was 
used, which included restrictions on the movement of people using a pass regime, the activities 
of businesses were suspended (from restaurants to hairdressers) or part of the staff was 
transferred to a remote working regime, cultural and sports events and other activities were 
cancelled. Breaking these restrictions was resulted in fines. At the same time, the daily growth of 
people infected in Moscow increased within 2 months.           

In crisis situations a higher level of public trust in the government shows the greatest 
effectiveness of the measures taken, as no barriers of distrust have to be overcome. 
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Abstract:  
Companies’s international operations require an early identification, development and 
preparation of potential employees who are open and willing to take on a global career.  
Drawing on Bandura’s (1977) Social Cognitive Theory, the current comparative study 
investigates the extent to which students’ pre-existing international experience (IE), their 
Cultural Intelligence (CQ) and social environment factors influencing  Global vs Local 
career choice decision making. A theoretical model of the relationship and direct and 
indirect influence of structural components of cultural intelligence on the intensity 
(strength) of students’ intention to work abroad is proposed. We test hypotheses about the 
impact of individuals’ international experience to their Cultural Intelligence (CQ), which 
in turn influences the intention to work abroad. The data are analysed and interpreted in 
Corona-crisis context. This study has a comparative nature and adopts a mixed research 
methodology, with both quantitative and qualitative research methods.  That includes 
survey measures of Cultural Intelligence index, International experience variables, Career 
choices variables for collecting quantitative data from samples of nearly 300 
undergraduate business students of leading Russian and Australian Universities (stage 1) 
and includes up to 20 semi structured in-depth  interview from each side (stage 2). Factors 
affecting students’ decision making in a career planning and career choice process are 
analysed with country-specific aspects.  
 
Keywords: Cultural Intelligence (CQ), International Experience (IE), Career Intentions; Global 
vs Local career 

 
Introduction 
Companies’s international operations require an early identification, development and 
preparation of potential employees who are open and willing to take on a global career. We draw 
on Bandura’s (1991) Social Cognitive Theory to investigate the extent to which students’ pre-
existing international experience (IE), their Cultural Intelligence (CQ) and social environment 
factors influence the Global vs Local career choice decision making. 

Companies would highly benefit from the ability to predict applicants’ intention to work 
abroad (Mol et al., 2009). The ability to predict a potential candidate’s intention to live and work 
aboard would likely lead to the selection of individuals who have  higher willingness to work 
aboard, ultimately increasing the chances for assignment or relocation success (Remhof et al., 
2013). This view is supported by existing findings in the literature that persuading originally 
unwilling expatriates corresponds negatively with cultural adjustment, job satisfaction and job 
performance (Peltokorpi & Froese, 2009). Those conclusions sparked further research interest in 
key antecedents of willingness to work abroad as well as in key characteristics of individuals 
who might show an interest in working abroad rather in domestic career (Remhof et al., 2013). 
While recent research has enriched the understanding of the antecedents of self-initiated 
expatriation and willingness to work abroad, such as international experience as well as 
individual characteristic, skills and abilities, scholars still know little about the process how this 
intention to work abroad does develop (Ryan et al, 2013; Remhof et al., 2013). 

International careers are becoming more common and their patterns are becoming more 
varied (Baruch et al., 2013). While we acknowledge that many career boundaries between 
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Global type and Local type of career are breaking down, but key distinctions are still in place, 
such as a necessity to cross borders(s) and reside in a new cultural location(s) Baruch et al., 
(2013); time spent away from home culture and market (Peiperl & Jonsen, 2007) (ranged from 
no time at all (virtual employee) to long-term work (traditional expatriation) and stretch to long-
term (temporary migration) and very long-term careers (immigration); intensity and breadth of 
international interactions (Baruch et al., 2013). So while Baruch et al., 2013 identify twenty the 
most typical global career patterns, in our study we treat “global career” choice as a choice 
including a majority of possible global career alternatives and modifications (that includes short-
term/long-term expatriation, frequent flying, international project work, self-initiated foreign 
sojourns and long-term cross-border commuting), and we contrast it to a "local career" in a home 
country or a country perceived as a home country. 
 
Theoretical Framework 

Social Cognitive Theory 
Our study uses Bandura’s (1991) Social cognitive theory to explain the development of 

the intention to work abroad. Social cognitive theory considers knowledge, skills and abilities 
crucial for the development of an individual. The theory also states that competencies are 
acquired through prior experience (Bandura, 2002). We use Remhof et al. (2013) relationship’ 
mechanisms who argue that an individual’s international exposure in own turn affects their 
cultural intelligence, which in turn influences the intention to work abroad. 

 
The Role of International Experience and Cultural Intelligence 
Engle and Crowne (2014) refer to International Experience (IE) as one’s exposure to a 

foreign region, including encounters with members of different cultures, enabling individuals to 
become familiar with and develop an understanding of new cultural norms, values and beliefs. 
Previous research with focus on the direct impact of previous international experience on the 
willingness, readiness and intention to work aboard yielded inconclusive findings mainly due to 
influences of different types of experiences have not been disentangled that lead to conflicting 
conclusions as well as predominant focus on testing only direct relationships (Froese et al, 2013; 
Remhof et al., 2013). The concept of international experience (IE) in driving CQ development 
has gained much scholarly attention in recent years (Engle and Crowne, 2014; Ott and 
Iskhakova, 2019; Tarique and Takeuchi, 2008).  

 
Cultural Intelligence (CQ) represents an individual’s ability to function effectively in 

various cultural contexts (Earley and Ang, 2003). It is a multi-faced concept, comprising of four 
capabilities, namely metacognition, cognition, motivation and behaviour (Ang and Van Dyne, 
2008). Specifically, the four key facets of the CQS are:  Metacognitive CQ, which relates to an 
individual’s higher order cognitive function that allows the individual to adjust to new cultural 
experiences;  Cognitive CQ, which focuses on explicit knowledge of values, norms, and 
practices in different cultures;  Motivational CQ, a dimension that reflects an individual’s ability 
and desire to initiate, maintain and sustain functional behaviours in culturally unfamiliar 
environments; and Behavioural CQ, which reflects an individual’s ability to employ appropriate 
verbal and nonverbal actions when interacting with people from different cultures. 

 
The Case of Russia and Australia. Australia and Russia have been selected as distinct 

cases for a comparison as they share a number of common characteristics. Australia is one of the 
leading education exporters worldwide and is consistently ranked in the top nations on Education 
raking (WER, 2019); Russia historically is a country of highly educated population being ranked 
2nd by percentage of population completed tertiary education (WER, 2019). Both Countries 
shares a degree of isolation. Australia – geographical isolation; Russia – more or less political 
and international isolation. At the same time top-ranked education systems of both countries 
allow them to be competitive on the international job market. From domestic perspective, own 
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massive domestic job markets don’t create enough incentives for global careers.  Based on 
assumptions above we suggest the following four hypotheses to guide our study: 

Hypotheses: 
H1: Students’ prior International Experience is positively related to their overall CQ 

level and its facets. 
H2: Facets of CQ are positively related to an Intention to work Abroad. 
H3: Students’ International Experience is positively related to an Intention to work 

Abroad mediated by CQ facets. 
H4: There are country-specific factors affecting Individual’s intentions to work Abroad. 

 
Method 

3.1. Research Model 
 
 

 

 

 

 

 

 

 

 

Figure 1. Research Model 
 

3.2. Method and Data 
Participants were 255 undergraduate business students close to graduation  (44% males 

and 56% females) enrolled in Business degree in Semester 1 (February – June 2020) at one of 
the G8 universities in Australia and one of the Top-3 leading Business Schools in Russia. 
Participation in the research project was voluntary. Students’ age ranged from 18 to 37 years (M 
= 21.07; SD = 2.69), participants came from 18  different nations with the majority being 
Russians (35%) and Australians (31%), followed by students from China (11%) and Kazakhstan 
(3%). Descriptive statistics are presented in Table 1.  
 
Table 1. Samples profile and IE characteristics 

 
Indicator Russia Australia 

Number of Respondents 105 155 

Mean age 19.4 22.2 

Female : Male ratio 31% : 69% 53% : 47% 

Average age of the first overseas trip 7.0 8.7 

Average age of the most memorable overseas 
memory 

9.7 12.1 
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Average number of languages spoken 2.0 1.7 

Average number of countries visited 11 12 

Average Length of previous travel (months) 7 9 

Have you lived overseas? (Yes) 31% 70% 

Average Length of living abroad (months) 2 24 

% of students born in the same country as parents 79% 73% 

% of students with relatives overseas 60% 67% 

% of students with friends overseas 67% 91% 

Aver. % of friends from other culture 17% 35% 

Aver. % of friends with different mother tongue 14% 28% 

 

3.3. Measurements 
Cultural intelligence (CQ):  The 20 items forming the Cultural Intelligence Scale 

developed by Ang et al. (2007) were utilised in this study, capturing metacognitive CQ, cognitive 
CQ, motivational CQ and behavioural CQ. All items were rated on a 7-point Likert scale (1 = 
strongly disagree, 7 = strongly agree). A high score indicates that an individual could better 
adjust to new cultures, understand local practices, and behave appropriately and effectively in 
other cultures outside his or her own. Previous International Experience (IE):  Findings reported 
by Ott and Iskhakova (2019) indicated that the existing body of knowledge related to IE 
measurements in CQ research is fragmented due to inconsistent terminologies, lack of solid 
conceptual frameworks underpinning the research, and its reliance on a variety of measures for 
IE. Drawing on previous research we used 4 single traditional depth and breadth measures of 
international experience (see Tab.2 & Tab.4 for IE measures) and Language skills being 
measured  by number of language(s) student indicates he/she speak fluently.                                                               
The dependent variable Intention to work Abroad is measured with a set of four questions, 
adapted from Vandor (2009). “With a probability of ____% I will live and work in another 
country than Australia/Russia within the first 6 months (2 years, 5 years, in the course of my life) 
after having finished my studies”. Also a culture-specific question from Remhof et al. (2013) 
“What is your preferred country to live and work?” has been included in the survey. 

 
Empirical Results and Conclusion 

 4.1.  Results 
Regression analysis was used for testing the hypotheses for direct effects (H1, H2); for 

testing mediated relationships (H3) and T-tests have been used for H4. 
 
H1: Students’ International Experience is positively related to their overall CQ level and 

its CQ facets. 
 
H1 has been tested with a direct regression model of IE items on CQ overall and each of 

CQ facets. Results showed (Tab. 2) that each of students’ IE dimensions are positively related to 
at least to one of  CQ facets or overall CQ, that partly confirms H1.  
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Table 2. Regression results of overall Cultural Intelligence (CQ) and its facets on Students’ International 
Experience (IE) 

 
IE Variables Model  1 

CQ overall 

Model 2 

Metacognitive CQ 

Model 3 

Cognitive CQ 

Model 4 

Motivational CQ 

Model 5 

Behavioral CQ 

Languages 0.195 (.009)*** 0.232 (.028)** 0.262 (.004)*** 0.156 (.075)* 0.130 (.249) 

Number of 
Countries travelled 

0.015 (.018)** 0.016 (.073)* 0.014 (.068)* 0.017 (.021)** 0.012 (.195) 

Months lived 
overseas 

0.004 (.045)** 0.004 (.084)* 0.003 (.100) 0.001 (.541) 0.005 (.062)* 

Months travelled 0.008 (.288) 0.010 (.366)** 0.008 (.390) 0.007 (.426) 0.007 (.524) 

Age of first 
overseas trip 

0.015 (.081)* 0.017 (.179) 0.025 (.022)** 0.004 (.702) 0.016 (.236) 

Const 4.116 (.000) 4.473 (.000) 3.176 (.000) 4.88 (.000) 4.25 (.000) 

R-squared 0.093 0.063 0.086 0.054 0.038 

F 4.99 (.002)*** 3.32 (.006)*** 4.61 (.001)*** 2.80 (.018)** 1.95 (.087)* 

  P***<0.01; P**<0.05; P* <0.1 

 

 H2: Facets of CQ are positively related to an Intention to work Abroad. 
 

H2 has been tested with a direct regression model of  CQ facets on an Intention to Work 
Abroad. Results (Tab. 3.) showed that only one facet Motivational CQ (MOT) out of four facets 
of students’ CQ are positively related to their Intention to Work Abroad. Such H2 was partly 
confirmed. 
 
Table 3. Regression results of Intention to Work Abroad  and facets of team CQ 

 
Intention                   
to Work Abroad 

B SE t P>|t| 

MCQ   2.659 1.858 1.43  0.154 

COG  -1.695 1.981  -0.86 0.393 

MOT 7.455* 2.122 3.51 0.001 

BEH 2.147  1.790   1.20 0.232 

                       Const.                -2.279                          11.273                 -0.20                   0.840 

                 P* <0.001; R-squared= 0.114 

 
H3: Students’ International Experience is positively related to an Intention to work 

Abroad and mediated by CQ. 
 
H3 has been tested with mediated regression in 2 steps (Tab. 4). The Results demonstrate 

that, after the four CQ facets have been taken into account, the effect of Months travelled 
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became weaker, that suggests partial mediation. We conclude that one of CQ facets, namely, 
Motivational CQ (MOT) serves as a mediator, such H3 was partly confirmed. 

 
Table 4.  2 Steps Regression Model - Intention to Work Abroad on Students’ International Experience 
mediated by CQ facets 
 

 Intention to Work Abroad 

Variables     Step 1 Step 2 

Languages 1.62 (.545) 0.096 (.971) 

Number of Countries travelled 0.073 (.747) -0.092 (.678) 

Months lived overseas 0.104 (.129) 0.079 (.236) 

Months travelled 0.539 (.048)** 0.463 (.076)* 

Age of first overseas trip -0.143 (.654) -0.204 (.509) 

MCQ   2.494 (.187) 

COG   -1.645 (.421) 

MOT  7.232 (.001)*** 

BEH  1.964 (.279) 

                       Const.              -1.913                          11.844                 -0.16                    0.872 

 Note: N = 255, Coefficients are unstandardized standard errors are in parentheses. 

 P***<0.01; P**<0.05; P* <0.1; R-squared= 0.139 Adj R-squared = 0.107 

Fig. 2 presents the students’ intention to work abroad by country and we see the stable  
gap in intention in 5-9% that stays for the studied period over life, with Australian cohort 
showing significantly higher intentions (with t-tests = 1.69, p<0.05 for 6 months, t-test = 1.78, 
p<0.05 for 2 years; t-test = 2.57, p<0.01 for 5 years and t-test = 1.75, p<0.05 for over life 
period). In our full study, except studying CQ and IE influence, we will try to investigate which 
potential country factors could try to explain the gap?  
 

 

 

 

 

 

 

 

Figure 2. Intention to work abroad over the period of life (by country) 
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H4: There are country-specific factors affecting Individual’s intentions to work Abroad 
 
Fig. 3 illustrates the extent of influence of nine main factors affecting student’s intention 

to work abroad for both cohorts. 9 paired-sample t-tests were conducted to evaluate the impact of 
the influencing factors. Statistically significant (p < 0.001)  differences were demonstrated for 5 
factors listed in an order of differences decrease Friends (t-test = 5.27), Cultural Diasporas (t-
test = 4.29), Relatives (t-test = 3.41), Media (t-test = 3.31) and Family (t-test = 2.34). In absolute 
size, three factors: Family, Income, Friends turned to be the most decisive for Australia; Family, 
Income and University turned to be critical for Russian cohort. 
 

 

 

 

 

 

 

Figure 3. Factors influencing student’s intention to work abroad 
 

4.2. Conclusion 
The study comes to four main conclusions that: (1) acquisition and gaining of prior IE by 

students will play a significant role in their CQ development; (2) development of students’ 
Motivational CQ facet is critically important as it facilitates broader working opportunities and 
ignites the intention to work abroad; (3) CQ facet serves as a mechanism through which prior IE 
affects the Intention to work abroad and (4) that Friends, Cultural Diasporas, Relatives, Media 
and Family are country-specific factors affecting Individual’s intentions to work Abroad. With 
the respect to a covid-context, in spite the study being cross-sectional and not longitudinal in 
nature, we still can conclude that findings were obtained in a covid-context and  in spite of 
borders closure and a grim picture of international working opportunities in short-term, working 
abroad intentions show a growing attraction for participants in long-term period. Further 
discussion, study limitations, practical implications and directions for future research will be 
provided in the full version of the paper. 
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Abstract:  
The rapid and unplanned change to teaching and learning in the online format brought by 
Covid-19 has likely impacted many, if not all, aspects of students’ lives in business schools 
worldwide. This study focuses on the impact of the pandemic on student well-being, which 
has been found to be as important to student lifelong success as their academic 
achievement. The study examined how student perceptions of their coursework completion 
and future job prospects during the pandemic impact their well-being and what role 
university support plays in this relationship. We used conservation of resources theory to 
frame our study. Data were collected from 2707 university students in business schools 
located in emerging (Russia) and developed (France, Germany, and UK) economies. The 
results showed that university support provided by instructors and administration plays a 
mediating role in the relationship between the perceived impact of Covid-19 on coursework 
completion and future job prospects and levels of student well-being. Student well-being is 
decreased by their concerns for their coursework completion but not by their concerns for 
future job prospects. The study suggests implications for leaders of universities and 
business schools to increase student well-being during a “new normal”.  
 
Keywords: Covid-19, Business Schools, Student Well-being, School Support 
 
Introduction 
Well-being is a multidimensional phenomenon that has been studied in many disciplines in the 
past few decades. Not surprisingly, well-being has become a catch-all category due to numerous 
definitions and perspectives (Cameron et al., 2006). Hedonism gives importance to the feelings a 
person experiences like feeling good, enjoying life, and wanting the feeling to be maintained. Its 
fundamental intent is that pleasure is the good (Striker, 1993). In so doing, well-being connects 
with feelings of happiness, also called emotional well-being, that focus inwards and help detach 
from the broader environment of family, friends, and the surrounding community (Clack, 2012). 
In simple terms, well-being could be understood as “living well” (Ryan & Deci, 2001, p. 141) 
and “feeling good” (Striker, 1993, p. 63). An aspect of student well-being can refer to their 
lifelong success and their academic achievement (Checkoway, 2011; Mahatmya et al., 2018). 
Student well-being has been found to lead to a decrease in negative feeling (e.g., frustration and 
dissatisfaction) (Flinchbaugh et al. 2012; Mokgele & Rothman, 2014). Also, a feeling of well-
being helps students develop a sense of belonging to a community, create and maintain positive 
relationships with others, exercise their autonomy, and feel competent (Baik et al., 2016).  

Some researchers explain well-being in terms of equilibrium by stating that everybody 
has a baseline of happiness. According to Headey and Wearing (1991), stocks (resources), 
psychic incomes, and subjective wellbeing are in a dynamic equilibrium. This equilibrium 
comprises “physical well-being, plenty of physical resources; absence of fatigue; psychological 
well-being and evenness of temper; freedom of movement and effectiveness in action; good 
relations with other people” (Herzlich, 1973, p. 60). From this perspective, well-being could be 
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defined as the balance point between an individual’s resource pool and the challenges faced 
(Chen et al., 2015; Dodge et al., 2012).  

During their program completion under the impacts of Covid-19, students face numerous 
challenges, demands, and turbulences that influence their well-being. For example, they 
experience diverse social and economic pressures (Wood et al., 2018), have to balance their 
education, family, and work responsibilities (Moate et al., 2019), and encounter social isolation, 
discrimination, language barriers, and cross-cultural differences (Daddow et al., 2019). To 
successfully address these demands and succeed in their pursuit of education and a profession, 
students at all levels of education and across all disciplines have to have timely and adequate 
resources (Mokgele & Rothman, 2014; Wood et al., 2018). These resources help to address 
students’ needs and, hence, reduce their burn-out and stress and increase their engagement in 
learning activities, meaning making, and life satisfaction (Flinchbaugh et al., 2012).  

The Covid-19 pandemic has seen rapid changes to the teaching and learning of students 
across the world as they have suddenly been expected to work and learn online. Prior to Covid-
19 university students suffered from well-being difficulties (Baik et al., 2019). During Covid-19, 
the impact on students includes not only the infection risk, but also their increasing worries 
towards study success and job prospects that can lead to stress. Covid-19 has been shown to 
cause individuals to experience moderate or even severe stress (Shigemura et al., 2020; Taylor et 
al., 2020). For example, moving to online learning requires students to have access to good IT 
infrastructure and equipment, connectivity, digital skills and different cognitive skills and styles. 
Furthermore, due to a lack of certainty for their degree completion and a potentially high 
unemployment risk, student well-being is in question (Moate et al., 2019). 

This study was set to determine the perceived impact of Covid-19 on well-being of 
business school students from four countries, such as France, Germany, Russia, and the UK. We 
developed and tested the relationship between impact of Covid-19, university support, and 
student well-being. 

 
Sample and data collection 
The sample was collected from university students in France, Germany, Russia, and UK between 
May and June, 2020. In total, 2707 students completed the questionnaire; after data cleaning, 
1932 observations were included in the study. Out of these 1932 participants, 119 were recruited 
from the UK, 227 from Russia, 1314 from Germany, and 272 from France. From the students in 
the sample 63.8% were female, 35.8% male, and 0.4% other. The mean age was 22.87 years old.  

The first part of the self-reported questionnaire consisted of such demographic details as 
gender, age, and country of residence. The main part of the questionnaire included the following 
measures with 5-point Liker scale.  

Impact of Covid-19 on Studies and Future Job Success. This scale was devised for the 
purposes of this study. Participants were asked how stressed they were about the impact of 
Covid-19 on seven items. The scale was then split into two subscales: Impact 1 and Impact 2. 

Impact 1 measured the effect of Covid-19 on student stress concerning their university 
success and comprised of the items “my exams and assessments”, “my ability to complete my 
course”, “my final degree/course qualification grade” and “my grades”.  

Impact 2 measured the effect of Covid-19 on student stress concerning their future job 
prospects and comprised of the items “my employability”, “the wider economy” and “job 
prospects”. 

Support. University support was measured by asking students to rate whether they got 
support from their lecturers and universities. This was based on the social support scale 
developed by Pierce et al. (1991).  

Well-being. The construct of well-being was measured using two dependent variables: 
well-being and negative affect: 

Well-being was measured using the World Health Organization 5 item measure (WHO, 
1998). Participants measured their well-being.  
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Negative affect was measured using the measure for affective well-being at work scale 
(Russell and Daniels, 2018). For the purpose of this study, only the negatively worded items 
(e.g., anxious, annoyed, tired, bored, and gloomy) were used to compute negative affect.  
 
Result and Discussion 
The results revealed that the relationship between the perceived impact of Covid-19 on 
university success and levels of student well-being is mediated by university support. This result 
illustrates the importance of university support on student perceptions and emotional states, 
including stress, meaning making, and life satisfaction (Flinchbaugh et al., 2012). This university 
support represents a resource that is outside of individuals (Hobfoll, 2011). When this support is 
timely and adequate (Mokgele & Rothman, 2014;), students can successfully deal with the 
demands of their educational pursuits. However, the study also indicates that when students 
perceive the negative impact of Covid-19 on their university success and well-being, they are 
less likely to perceive their university as supportive. We explain this situation with the different 
perceptions in effective support. Students and universities have differences in their views about 
which priorities support well-being (Graham et al., 2016).  

The study also found unexpected results related to the student perceptions of their future 
job prospects. First, there is no direct relationship between the perceived impact of Covid-19 on 
future job prospects and student well-being. In other words, student concerns about the impact of 
Covid-19 on their future job prospects does not decrease their level of well-being. This result 
needs further research. However, it is possible to suggest that because job prospects are about the 
future, students do not see an immediate threat to this (Xu et al., 2015). For instance, students 
that are not in their final academic year could feel less of a threat of resource loss in terms of 
future employment. When the participants still have one, two or three years for degree 
completion, they have less concern for their future job prospects. Instead, they are more stressed 
and concerned about the impact of the pandemic on their current academic success that is more 
urgent at the moment. Interestingly, students who are more stressed about the impact of Covid-
19 on their future job prospects are more likely to perceive their university as giving higher 
levels of support. As fewer employment opportunities exist in the labor market, students expect 
university networks to offer them some potential job opportunities. 

This study confirms the mediating role of university support in the process of turning 
negative impact of Covid-19 into positive feelings of well-being. This result implies that during 
the Covid-19 crisis that has led to an unplanned transition from face-to-face to an on-line format, 
universities could increase student well-being by giving support to students’ studies and their 
career and job prospects. This support should come from a wide range of university services that 
are responsible for all aspects of the student learning experience. This should include course 
instructors, program directors, university management and administration, as well as digital and 
IT support.   

The study also suggests that a lack of questioning or concerns related to university 
support from students does not imply that students feel that they are receiving this support. This 
could indicate that students may feel forgotten, abandoned, or hopeless about receiving support 
from the university. Therefore, universities should ensure visibility and accessibility of support, 
which in the context of on-line learning would require integration and collaboration between the 
academic and university support services (e.g., IT support) to help students navigate the support 
systems to access to all the resources they require to succeed academically and professionally. 
Universities should provide the resources needed for students to engage with on-line learning, as 
this ensures a more positive well-being outcome. In addition, universities should monitor the 
student well-being experience and provide relevant resources and interventions.  

Next, with online learning face-to-face social interactions are missing. Therefore, 
lecturers and administrative staff should concentrate more on relationship building. They should 
facilitate the online learning experience, adopt clear communication strategies, improve the 
learning tools, and diversify assessment methods. An important factor may be to ensure that staff 
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well-being is also considered to support this student learning experience. Therefore, whilst 
universities propose different support activities to promote student learning, academic 
performance, and future job opportunities, they should also put in place a variety of resources to 
support staff. 
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Abstract:  
This paper investigates the impact of COVID19 pandemic on various organizations. This 
crisis forced them to accept that a sizable part of their workforce will work remotely and 
that therefor teams would turn into virtual teams. What adaptation does this require from 
the organization, the team and the individual? Due to this change many people experience 
both physical and psychological changes, with impact on both their physical and mental 
health, caused by the new challenges of working remotely. These challenges are both of a 
business and personal nature. The personal challenges fall outside the scope of this paper 
but cannot be totally ignored, because of their impact on the business performance. 
Distance brings with it issues of communication and coordination of the organization, the 
teams and the individuals. Business processes may have to be adapted to allow for remote 
work. Furthermore, many managers and employees were unprepared to work at a distance 
– lacking both soft and hard skills (knowledge how to use the required communication 
technologies). The main goal of any team, virtual or co-located, is to successfully complete 
assignments. Typically, a team will have been composed to be able to manage those 
assignments. But what happens when a co-located team is forced to become a virtual team? 
Is the existing team makeup still suited to handle this? Can the team still function in the 
same way and can all the individual team players still make the same contributions? 
 
Keywords: Virtual Teams, Belbin Team Roles, Working Remotely, Team Analysis, Team 
Composition  
 
Introduction 
The COVID-19 pandemic forced many organizations to reconsider their operational model.  
Since direct contact between people had to be avoided as much as possible, organizations could 
choose between just closing their activities or asking their employees to work from home 
(WFH). The state of the ICT industry, i.e. the availability of fast digital networks, VPNs, 
electronic devices like laptops, smartphones, etc. and cooperation software, made working from 
home (also called working remotely) a real option for many businesses. 

 
Problems and opportunities  

2.1. Individual level 
Neither organizations nor their employees were prepared for the drastic changes that 

working remotely required. On the side of the organizations many processes exist that need the 
physical presence of the employees. How would the organization deal with those? On the side of 
the employee and at an individual level there are at first sight both positive and negative effects. 
See table below.  

 
Effects on the employee 

 Positive Negative 

Business 1. No wasted time, travel cost and 
energy to travel to and from 
work 

2. Learning new (digital) skills 

1. Less social interaction with 
colleagues 

2. Space and infrastructure needed 
to work 
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3. Job needs to be reinvented 
 

Private 1. More time to spend with the 
family 

 

1. Family may distract from work 
2. Probably Less daily exercise 
3. Difficulty to keep private and 

business separated 
 

Looking at these positive and negative effects it is clear that working remotely may have 
serious physical and psychological impacts on people. Six months into the pandemic we see in 
news reports that these positive and negative sides are now very differently experienced by 
people, depending on who they are and what they do. Why is it that some people can not wait to 
go back to the office, while others love working from home. We also already see the first cases 
of stress and burnout reported in the news of people unable to cope with the working from home 
situation. 

 
2.2. Problems– team level 
At the level of teams there seem to be mainly problems and few opportunities. The 

problems can be divided into two groups: 
 problems with work processes 
 problems with cooperation and interpersonal interaction. 
 

Research Idea 
Already early on into the pandemic we had the suspicion that we could use the Belbin 

Team Role Model to explain both the problems and opportunities at the individual level and the 
team level. 

 
3.1. Belbin Team Roles – behavioural constructs 
The Belbin Team Role model predicts the behavior of people based on their Team Role 

Profiles. A Team Role is defined by Dr. Belbin as: A tendency to behave, contribute and 
interrelate with others in a particular way. 

In Team & I (Belbin Russia) we have access to10 thousands of profiles of Russian 
Business professionals, which offers a great potential for research. We decided to use this data to 
research the effects of the pandemic on (virtual) teams. 

 
3.2. (Ongoing) Research 
To date we have interviewed 103 professionals selected from a broad variety of (Russian) 

organizations. We selected the professionals based on their Team Role profiles so they could be 
divided into 3, roughly equal sub groups:   

 
 predominantly social (Coordinator, Resource Investigator, Teamworker) 
 predominantly intellectual (Plant, Monitor Evaluator, Specialist) 
 predominantly action-oriented (Implementer, Completer FInisher, Shaper) 
 
This offered the opportunity to analyse their answers in a differentiated way – we could 

distinguish what kind of answers were given by people with social preferences, with intellectual 
preferences, and preferences for action. This means that the first group was confident and 
comfortable when working with people, participants in the second group prefer to be involved in 
solving intellectual challenges – to be creative, analytical, collect and deliver specific 
knowledge, and the third group – preferred to have things done. Knowing the behavioral profiles 
of the respondents we could see who had preference to work distantly and could organise 
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themselves, and for whom distant work prepared mental difficulties, problems to deliver 
outcomes, to be involved and follow the processes. 

 
Preliminary conclusions 

Some of the preliminary conclusions: 
 
4.1. Intellectual roles 
People with the intellectual roles (Plants, Monitor-Evaluators, Specialists) did not have 

any issues with distant work arrangements, they showed appreciation to an opportunity to work 
undisturbed on their own and deliver their results for discussions. They agree to work remotely 
for 90% in the future and be personally present at the team meeting 1 time per week or 2 weeks.  

 
4.2. Social roles 
Those respondents, who have most problems with the distant work arrangements and 

suffer from being unable to be in the office among colleagues, were respondents who showed 
social roles and preferences (Resource Investigators, Coordinators, Teamworkers). They agree to 
work distantly in the future up to 40% and to work from home (WFH) one or maximum 2 days 
per week. Social connections have great importance to people who show high social preferences. 

 
4.3. Action roles 
Participants with action roles (Shapers, Implementers, Completer Finishes) show 

different behavior in the COVID situation. Shapers showed impatience and readiness to return to 
work immediately, Implementers followed the rules and made all the efforts to organise safe and 
protective working environment in the organization, Completer Finishers showed agreement 
with the requirements, adapted themselves to the new standards of remote work place, and would 
agree to work distantly in the future up to 50%.   

Of course, 103 samples (divided into three groups are not enough to deliver statistically 
relevant conclusions, although so far results for each of the three groups firmly support the 
conclusions above. 

We intend to continue our research and present our numbers once we have interviewed 
approximately 100 professionals in each group.  

 
The importance of Team composition 
The Belbin Team Role Model has been traditionally strong at predicting the success of teams, 
based on they make up in terms of Team Roles. In the eyes of Dr. Belbin the perfect team is the 
balanced team, i.e. a team that has an equal representation of all team roles. In our own 
experience we have concluded that this is actually not necessary for all teams. Teams need to be 
composed of those team roles that are necessary to achieve the objectives of the team. That 
means that a clear set of team objectives needs to be known for a team, so that the optimal team 
composition can be determined. In that sense the classic Belbin “well balanced” team could be 
regarded as the most agile team, i.e. the team that is best at managing any and unexpected 
situation that it may encounter.  

 
What is the essential difference between a co-located team and a virtual team? 
You could say that a virtual team is a team that has an extra challenge. It needs to organise its 
work in such a way that the team members can contribute in remote locations. Of course, this is 
tremendously aided by modern cooperative software – like, Zoom and Microsoft Teams, etc. 
Because people work distantly the social interactions, which are needed for successful 
cooperation, need to be much more organised that they are for co-located teams. The classic 
example of a Teamworker contribution is the person who puts a sympathetic and supportive arm 
around the shoulder of a colleague. This will obviously not work remotely. The actions of a 
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Shaper, often slightly aggressive and intimidating, loose much of their effectiveness when 
displayed on a screen.  

 
Conclusions 

Any dysfunction in a co-located team will be magnified in a virtual situation, this can not 
be compensated by telling people to behave differently or follow orders. This will not work for 
any teams and certainly not for virtual ones. When people are co-located small 
misunderstandings can be easily corrected, which is more difficult in a remote situation. Therefor 
it is essential for a virtual team to establish a common understanding of the exact contribution 
and behavioral style of each member of the team. 
 
Suggestions for future research 

We continue the research on virtual teams and invite organizations to cooperate with us 
on this. 
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Abstract: 
Knowledge sharing among company employees serves as a source for obtaining necessary 
and useful information and a condition for the successful functioning of cross-functional 
teams. The paper is devoted to the study of cross-functional teams as a highly productive 
work organization practice in modern organizations. Based on the contextual analysis of 
the reasons for creating cross-functional teams in the theoretical part of the paper, their 
polyphonic nature and signs of exclusivity as well as a special importance of knowledge 
sharing for work efficiency are presented. The aim of the practical part of the paper is a 
comparative analysis of the influence of organizational and managerial factors on the 
sharing of knowledge in cross-functional teams. The academic environment of two 
universities in Russia and Germany is used as an example to determine the barriers and 
facilitators of this process. In the experiment, two groups of employees from the Russian 
(Yekaterinburg) and German (Brandenburg an der Havel) universities are studied. Using a 
correlation analysis, the degree of influence of various organizational and managerial 
factors on the intensity of knowledge sharing in cross-functional teams is determined under 
consideration of the national context. 
 
Keywords: Cross-Functional Teams, Knowledge Sharing, Organizational and Managerial 
Factors 
 
Introduction  
Existing in a digital ecosystem and facing the consequences of the global coronavirus crisis, 
modern organizations are forced to search for new optimal forms of organizing employee work 
to solve current issues and future tasks. In this context, interest is growing in creating and 
disseminating a special form of work organization – cross-functional teams of employees. 

Theoretical and methodological background 
A cross-functional team can serve as a good springboard for overcoming structural and 
functional silos in an organization that hinder effective business communication. Furthermore, 
the use of cross-functional teams in organizations as a modern work practice allows to increase 
functional units' mobility and obtain a synergistic effect from the joint group activities of 
employees with different skills while working on one task or project.  

When using the cross-functional teams approach in the work organization, business leaders 
need to understand the characteristics inherent in this form of team-building, allowing the 
selection of the most effective employee management mechanisms. 

The main difference of cross-functional teams compared to other team-building types 
becomes clear from the very name: when working on a project, a cross-functional team "crosses" 
the adjacent functional areas. On the one hand, this characteristic is largely an advantage (for 
example, reducing errors due to a comprehensive approach). On the other hand, it is challenging 
to create and develop a sense of community in the team, establish a highly effective knowledge 
sharing, and, therefore, effective collaboration. 

Considering cross-functional teams (hereinafter, CFTs) from various viewpoints, one can 
see those signs of exclusivity that allow for a more complete understanding of the possibilities 
and limitations of their use and methods and mechanisms of control. 
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Firstly, CFTs are project teams, which means that they follow the standard methods and 
mechanisms of project management, go through the typical stages of formation, establishment, 
and dissolution, and report to one (project) manager. The manager's work in terms of team 
management aims to create efficient interaction between participants and ensure the knowledge 
sharing process. 

Secondly, CFT can be viewed as an organizational unit with a clear structure, hierarchy of 
subordination, and degree of responsibility. In terms of team-building, the greatest importance is 
given to potential participants' soft competencies, for example, the ability to work in a team, 
flexibility of thinking, and openness to new ideas. From the organizational structure perspective, 
CFT follows the adaptive design structure principles. At the same time, CFT is built into the 
organization's existing construct with a matrix type of organizational structure. Thus, CFT is a 
complex, adaptive, dynamic system that, making part of an organization, is organically 
integrated into its contexts and fulfills the innovative task set in the form of a project with clear 
resource boundaries (time, financial, organizational, work boundaries). 

Thirdly, CFT can act as the basis of a knowledge management system in an organization 
since the creation and use of these teams have an innovative focus and, therefore, serve to adopt 
and disseminate new knowledge. The basis of this process is the efficient knowledge sharing 
between team members. Empirical research on the development of an organization's absorbency 
shows that CFTs can have a mixed deterrent effect. At this moment, potential absorbency is not 
easily converted into realized absorbency. The reasons for this phenomenon have not been 
adequately analyzed (see, for example, research Armstrong C. E. et. al., 2013). However, one 
can assume the negative impact of insufficiently developed communicative practice as a possible 
reason. 

Finally, CFT is a cross-cultural phenomenon that brings together people with different 
professional cultures, vocabulary, and personal goals. The creation of an atmosphere of 
acceptance for all team members and the development of internal communication practices to 
foster knowledge exchange are a priority for the team and business leaders. That is, the three 
dimensions of cross-functional collaboration (joint focus on task performance, joint 
communication, and joint interpersonal relationships) directly determine effective knowledge 
sharing behavior in CFT. 

Summarizing the above, we note that the CFT effectiveness is based on the participants' 
knowledge sharing and communication practices, overcoming cultural, professional barriers, and 
creating a sense of community in the team. Accordingly, our study goal in the pratical part of the 
paper was formed: to perform a comparative analysis of the influence of organizational and 
managerial factors on the knowledge sharing in CFTs in Russia and Germany. 

To achieve this goal, a number of hypotheses have been put forward regarding the 
presence and nature of the influence of the following factors on individual activity in knowledge 
sharing: (i) various coordination mechanisms (managerial factors); (ii) organizational 
environment and organizational conditions (organizational factors); (iii) intrinsic and extrinsic 
motivation to share the knowledge. By individual activity in knowledge sharing, we mean the 
degree of individual participation. 

In preparation of the study,  representative expert groups of employees from the Ural State 
Economic University (Russia, Yekaterinburg) and the Brandenburg University of Applied 
Sciences (Germany, Brandenburg an der Havel) were selected. Each expert is a member of the 
CFT or had such experience in the past. 

The research was carried out using a questionnaire constructed based on a 6-point Likert 
scale, tunnel, and sectional approaches. Some of the questions were taken from foreign scientific 
sources with translation into Russian and German considering cross-cultural aspects. The 
questionnaire addresses organizational and managerial factors in the team and the motives for 
knowledge sharing. The main dependent variable is the individual activity in knowledge sharing, 
i.e., the degree of individual participation. 
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The questionnaire consists of two blocks – the main content and the socio-demographic 
part. The main content part includes questions that reflect external and internal factors affecting 
the exchange of knowledge in CFT. External factors include team coordination mechanisms, the 
role of the leader (team and functional), organizational environment and organizational 
conditions factors that facilitate knowledge sharing. Internal factors included the individual 
characteristics of CFT members, such as motives for knowledge sharing, individual attitudes 
towards knowledge sharing, which directly influence individual behavior in transferring and 
accepting knowledge from colleagues. The final socio-demographic part of the questionnaire 
contains questions about the demographic characteristics of the respondents.  

Results and conclusions 
IBM SPSS Statistics data processing program was used for the analysis of the collected data. 
Average values with standard deviation were calculated for the variables. A paired Student's t-
test was used to evaluate the influence of organizational and management factors on the main 
dependent variable. Spearman's method of rank correlation was used to estimate correlation links 
between the organizational and managerial factors and the knowledge sharing activity. The 
differences were considered statistically significant at p<0,05.  

The main characteristics of the two groups are summarized in Table 1. 

Table 1. Characteristics of the groups of the study 
Characteristics Russia Germany 

Gender distribution, number of people:   

men 8 8 

women 10 10 

Age distribution, number of people:    

25-29 years old 1 5 

30-34 years old 4 0 

35-39 years old 2 5 

40-49 years old 7 5 

50-59 years old 3 1 

over 60 years old 1 2 

Level of education, number of people:   

academic degree 14 9 

higher (specialist, master) 4 5 

bachelor degree 0 3 

secondary education 0 1 

Distribution by the type of task being solved, 
number of people:  

  

product 2 4 

process 11 5 

organizational 5 5 

social 0 2 

other 0 2 

 
In the course of the analysis, statistically significant differences were found in the level of 
individual activity of knowledge sharing between groups from universities in Russia and 
Germany (p≤0.05). At the same time, the level of knowledge exchange activity in the group of 
German scientists is higher (see Fig.1). 
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Figure 1. Differences in the level of individual activity of knowledge sharing between groups from universities in 
Russia and  

Also, when analyzing intrinsic motivation to the knowledge sharing, a higher level was noted in 
the group of German respondents in comparison with Russian respondents (see Fig. 2). 

 
Figure 2. Intrinsic motivation (personal interest) in the knowledge sharing between groups from universities in 
Russia and Germany 

 
The relationship between organizational and management factors and knowledge sharing 
activities was assessed using correlation analysis. In the Russian group, a statistically significant 
strong direct correlation (correlation coefficient "k") between individual activity in the 
knowledge sharing and coordination of the type "Mutual agreement" (k = 0.808) was identified, 
as well as a moderate correlation with "Intrinsic motivation" (k = 0.66).  

In the group from Germany, a statistically significant direct correlation was established 
between individual activity in the knowledge sharing and (i) coordination of the "Formalization" 
type (k = 0.45), (ii) the reward system (k = 0.4), and (iii) intrinsic motivation to share knowledge 
(k = 0.33).   

The obtained results allow us to make an assumption about the national context influencing 
individual behavior in knowledge sharing. To confirm this assumption, more extensive research 
is needed to find out the extent to which various organizational and managerial factors influence 
individual knowledge sharing activities.  
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Abstract:  
In the paper the problem of the supply chain expected profit maximization using a 
coordinating contract in condition of one of the counterparties being financially 
constrained is considered. The solution is derived for a two-echelon supply chain assuming 
product demand being distributed as uniformly. A revenue-sharing contract with bank 
financing and a modified revenue-sharing contract with trade credit are explored. It is 
stated that none of them is coordinating, as supplier's expected profit maximum is not 
attained. Conditional supply chain coordination using a modified revenue-sharing contract 
with trade credit is considered if supply chain and retailer's expected profits are 
maximized and supplier's expected profit exceeds that under the modified wholesale-price 
contract with trade credit and the revenue-sharing contract with bank financing. It is 
proved that the problem of the supply chain expected profit maximization under the 
assumptions made can be solved using a modified revenue-sharing contract with trade 
credit financing. 
 
Keywords: Supply chain, Coordination, Coordinating Contract, Profit, Short-term Financing 
 

Introduction 
One of the key drivers of any firm’s action is maximization of its own profit, but the result of 
such actions is that the supply chain’s profit does not reach its maximum. Nevertheless, it is 
possible to maximize the profits of both the supply chain and its parties if their actions are 
coordinated in this direction, i.e. with supply chain coordination. One of the most frequently 
used and studied coordination mechanisms is contracts, as it allows coordinating the interaction 
of supply chain parties from both operational and financial points of view remaining applicable 
in practice. In recent research literature several main contract types are distinguished. 
Parameters of contracts are the subject of negotiations between supply chain parties, while 
algorithms for their optimal values derivation that ensure the supply chain coordination are the 
subject of studies conducted by researchers. 

An essential component of company’s activity is the management of financial resources, 
including the decision-making process on external borrowing. As a supply chain coordination 
mechanism the contracts are closely related to the determination of financial flows arising 
between the parties in operational activities, thus, parameters and conditions of short-term 
financing of the parties should also be considered when deriving optimal parameters of the 
contract. One of the types of short-term financing is a trade credit provided by a counterparty, 
and the result of considering this aspect of relationship is not only a change in cash flows (an 
additional interest payment flow), but also modification of contract terms themselves by 
inclusion of additional parameter like an interest rate of the supplier. Nowadays researchers 
have a great interest in the field of supply chain coordination under the assumption of parties 
being financially constrained, however, the majority of papers [Lee, Rhee, 2011; Kouvelis, 
Zhao, 2012] focuses on the simplest type of contract – a wholesale-price contract. 

The aim of the study is to solve the problem of supply chain expected profit 
maximization under the assumption of one of the supply chain parties being financially 
constrained using a coordinating contract. The study considers a two-echelon supply chain. The 
issue of profit maximization is one of the essential for general management of the company, 
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while the problem of choosing financial sources and conditions is one of the most important for 
financial management. The combination of these problems and subsequently proposed solution, 
which is based on such counterparties’ interaction coordination mechanism as contracts, is of 
considerable interest.  
 
Contractual supply chain coordination under financial constraints presence 

2.1. Contract as a mechanism of supply chain coordination 
Supply chain contracts as a mechanism of coordination is used for better management of 
relationship and risk management [Arshinder et al, 2011]. A number of contractual forms have 
been studied recently, but the most frequently considered types of contracts are wholesale-price 
contracts, revenue-sharing contracts, with buyback, sales-rebate, with a flexible pricing policy, 
as well as combined and individually designed contracts.  

Determinations of coordinating contract have a common “rule” for all studies conducted: 
a contract is coordinating if its implementation leads to supply chain profit maximization 
[Cachon, 2003; Pasternack, 1985]. However, if the profit of the chain is maximized, it does not 
mean that profits of all participants will attain their maximum. This implies that not all supply 
chain parties will have the incentives which are strong enough to comply with the terms of the 
contract. Hence, it is not enough just to maximize supply chain profit. Some researchers have 
noted that supply chain participants must be better-off after implementing a coordinating 
contract. Such situation is called a «win-win» situation [Taylor, 2002]. Other researchers, using 
a game-theoretic approach for defining a coordinating contract, model the situation of signing a 
contract between two chain participants like a two-person game, the solution of which is a set of 
such contract parameters that provide Nash equilibrium [Cachon, 2003]. Following [Cachon, 
2003], researchers [Heydari et al., 2017] believe that the contract is coordinating if it allows to 
maximize the expected profit of the supply chain and using the parameters of the coordinating 
contract to ensure the Pareto-optimality of the obtained solution. In other words, the 
coordinating contract should provide the expected profit value to be no worse than without the 
contract application, and at least one of the participants should be (slightly) better-off [Heydari 
et al., 2017]. Berezinets et al. (2019) define the contract to be coordinating, if the contract 
parameters allow for the retailer’s, supply chain and supplier’s profits maximization, in turn the 
contract is considered as conditionally coordinating if the supplier performs at least as well as 
without the contract implementation conserving two other points of definition.   

Since different researchers apply different definitions of coordinating contracts, there are 
no clear and unique conclusions for different types of contracts whether they are coordinating or 
not, creating a respective research gap. 

 
2.2. Forms of short-term financing of supply chain parties and their impact on the  

contractual supply chain coordination 
In terms of contractual supply chain relationship, we are interested in the area of corporate 
financing decisions like decisions of short-term financing. It is a common thing a counterparty is 
temporarily insufficient in internal financing during operational activity and has to use external 
sources. The main external short-term financing types are trade credit and bank credit financing.  

Trade credit is a form of delayed payments for the transfer of goods and services in which 
upstream supplier allows downstream retailer to settle the payments at the end of the sales 
period. Trade credit has been referred to as one of the important sources of short-term financing 
for the firms and could play an important role in firms’ growth potential, competitive advantage, 
and survival [Lin, Chou, 2015].  

Bank credit financing is a source of short-term financing completing with the attraction of 
the third party – financial intermediary. The overall mechanism differs from the trade credit 
financing as it includes new level of contractual relationship outside the supply chain 
relationship.  In most cases there is no possibility for the supply chain members to negotiate 
much about the terms of the credit contract, thus if the bank is not considered as a member of a 
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supply chain, the terms (e.g. interest rate) are considered to be given and fixed [Xiao et al., 
2017].  

Most studies on the role of trade credit and bank credit in coordinating supply chain 
failed to consider the newsvendor model which is an important mathematical model for uncertain 
demand. Still there is research conducted which investigated the role of the composite 
mechanism based on trade credit and other traditional coordinating contracts in supply chain 
coordination for uncertain demand [Cao, Yu, 2018; Heydari et al., 2017].  

In recent years, researchers have begun to investigate the problem of supply chain 
coordination with capital constraints implementing bank credit financing. Lee and Rhee (2011) 
adopted trade credit for coordinating a supply chain when both the supplier and the retailer are 
financially constrained. Kouvelis and Zhao (2016) designed supply chain contracts to coordinate 
the capital-constrained supply chain with bankruptcy costs.  

The terms of short-term financing are widely discussed in financial academic literature 
and corporate finance research papers [Giannetti et al., 2011, Fabbri, Klapper 2008], but studied 
individually for a separate company. On the contrary, we are interested in implementation of 
financial aspects into the supply chain environment.  

 
2.3. Comparison of the modified revenue-sharing contract with trade credit  

financing and the revenue-sharing contract with bank financing under the assumption that 
demand is distributed as uniformly 
Financing issues play a crucial role in supply chain management destined for optimization of the 
availability and cost of capital within a given supply chain. That is why there is a necessity to 
consider financial parameters while analyzing the interactions of supply chain parties.  

The contractual relationships between two risk-neutral supply chain parties: a supplier 
and a retailer were examined. It is assumed that the retailer does not have enough cash available 
to pay for the order immediately and needs short-term financing until the moment the demand is 
realized. In this case, a trade credit and a bank loan are considered as alternative short-term 
financing sources. A modelling of contracts is carried out using the game-theoretic approach, a 
contracting process is considered as a two-step game, where the supplier acts as a leader, i.e. 
takes the first step in making decisions, and the retailer – as a follower, i.e. makes decisions in 
response to supplier’s decisions. The functions of winning are the functions of the expected 
profits, and the strategy here is the choice of contract parameters. 

For the case when the retailer uses a bank loan as short-term financing source, a revenue-
sharing contract with bank financing is considered. The parameters of this contract are identical 
to those of the traditional revenue-sharing contract, and the bank’s interest rate is an external 
factor. According to the definition of a coordinating contract used, the parameters of the contract 
should be selected from the available set of values in such a way as to ensure the maximum of 
the expected profit values of the supply chain and its parties.. 

For the case when the retailer uses a trade credit as short-term financing, a modified 
revenue-sharing contract with trade credit financing is considered. In this case in addition to the 
parameters of a traditional revenue-sharing contract the interest rate proposed by the supplier is 
included. According to the definition of a coordinating contract used, the parameters of the 
contract including the supplier’s interest rate should be selected from the available set of values 
in such a way as to ensure the maximum of the expected profit values of the supply chain and its 
parties.  

To compare and analyze the presented cases, the expressions for the expected profits of 
the supplier, retailer, and the supply chain for these two contracts under the assumption of the 
demand being distributed as uniformly are presented in Table 1.  

The notations used for the modelling are as follows: 
𝜔 – wholesale price per unit (c.u.); 
𝜑 – supplier’s share of the retailer’s revenue; 
q – product volume vended by the supplier to the retailer (pcs.); 
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𝑝 – retail price per unit (c.u.); 
𝑐  – supplier’s production costs per unit (c.u.); 
𝑐  – retailer’s realization costs per unit (c.u.); 
𝐾  – retailer’s cash available (c.u.); 
𝑟  – bank interest rate; 
𝑟  – supplier’s interest rate; 
𝜋  – retailer’s profit per transaction (c.u.); 
𝜋  – suppler’s profit per transaction (c.u.); 
𝜋 = 𝜋 + 𝜋  – supply chain profit per transaction (c.u.); 
𝔼[𝜋 ] – retailer’s expected profit per transaction (c.u.); 
𝔼[𝜋 ] – supplier’s expected profit per transaction (c.u.); 
𝔼[𝜋 ] – supply chain expected profit per transaction (c.u.). 
 

Table 1 Expressions for expected profits of supply chain and its parties for a product with demand 
distributed as uniformly 

Supply chain Supplier Retailer 
Modified revenue-sharing contract with trade credit financing 

𝔼[𝜋 ]  𝔼[𝜋 ]  𝔼[𝜋 ]  

𝑝 𝑞 −
𝑞

2𝛽
− с𝑞 

𝜑𝑝 𝑞 −
𝑞

2𝛽
+ 

+(𝜔 − 𝑐 )𝑞 + 
+((𝜔 + 𝑐 )𝑞 − 𝐾 )𝑟  

(1 − 𝜑)𝑝 𝑞 −
𝑞

2𝛽
− 

−(𝜔 + 𝑐 )(1 + 𝑟 )𝑞 + 𝐾 𝑟 , 

Revenue-sharing contract with bank financing 
𝔼[𝜋 ]  𝔼[𝜋 ]  𝔼[𝜋 ]  

𝑝 𝑞 −
𝑞

2𝛽
− с𝑞 

−((𝜔 + 𝑐 )𝑞 − 𝐾 )𝑟  

𝜑𝑝 𝑞 −
𝑞

2𝛽
+ 

+(𝜔 − 𝑐 )𝑞 

(1 − 𝜑)𝑝 𝑞 −
𝑞

2𝛽
− 

−(𝜔 + 𝑐 )(1 + 𝑟 )𝑞 + 𝐾 𝑟 , 
 
 

Empirical results and conclusions 
According to the problem stated the supply chain is coordinated when supply chain profit is 
maximized, thus, the solution of the supply chain maximization problem was transformed into 
solving the problem of supply chain coordination and the coordination mechanism studied is 
contracts. 

It was demonstrated that the revenue-sharing contract with bank financing does not 
coordinate the supply chain, because the maximum of supplier’s expected profit is not achieved. 
However, it is possible to conditionally coordinate the supply chain, i.e. provide the maximum of 
supply chain and retailer’s expected profit, and the supplier’s expected profit to exceed the 
supplier’s expected profit under a wholesale-price contract with bank financing for any values of 
the parameters belonging to the available set. Thus, a revenue-sharing contract with bank 
financing provides the supply chain profit maximization and is more profitable for both supply 
chain parties 

It was also shown that the modified revenue-sharing contract with trade credit financing 
does not coordinate the supply chain, as the supplier’s expected profit is not maximized. 
Nevertheless, it is also possible to conditionally coordinate the supply chain, i.e. provide the 
maximum of supply chain and retailer’s expected profit, and the supplier’s expected profit to 
exceed the supplier’s expected profit under a modified wholesale-price contract with trade credit 
financing (which is constructed similarly to a modified revenue-sharing contract by the 
supplier’s interest rate inclusion as a parameter) for any values of the parameters belonging to 
the available set. Thus, a modified revenue-sharing contract with trade credit financing provides 
the supply chain profit maximization and is more profitable for both supply chain parties. 
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However, when the retailer decides to use bank financing there is a financial outflow in 
terms of supply chain profit what makes it less than under trade credit financing. In both cases it 
is possible to achieve maximum of the retailer’s expected profit through the decision on the order 
quantity q. But using trade credit financing the supplier influences her expected profit and the 
expected profit of supply chain choosing the interest rate 𝑟 .  

The application of the revenue-sharing mechanism for both types of retailer’s short-term 
financing increases the supplier’s expected profit level. However, there is no information about 
the restrictions for the supplier’s interest rate as a parameter and its impact on supply chain, 
retailer’s, and supplier’s expected profit values. To solve this problem, a definition of a 
conditional coordination was adjusted for the modified revenue-sharing contract with trade 
credit. According to that, the contract should provide the maximum of supply chain and retailer’s 
expected profit, and the supplier’s expected profit to exceed the supplier’s expected profit levels 
under both a modified wholesale-price contract with trade credit and a revenue-sharing contract 
with bank financing. It was proved that if the parameters comply with specified restrictions, 
presented below, the modified revenue-sharing contract can conditionally coordinate the supply 
chain.  

 

𝜑𝑝𝑐𝑟 + 𝑟 𝜑𝑝 3𝑐 − 2𝑝(1 + 𝑟 ) + + 𝑟 2 (1 + 𝑟 ) 𝑝(1 +

𝑟 )(𝜑 − 1) + 𝑐 1 + 𝑟 (𝜑 + 2) + 𝜑𝑝(1 − 𝑟 ) 𝑐 − 𝑝(1 + 𝑟 ) − 𝜑𝑝𝑐𝑟 −

+ 𝑟 𝜑𝑝 (𝑝 − 𝑐)(𝑟 − 2) − 2𝑐(𝜑 + 𝑟 )(1 + 𝑟 ) < 0. 

 

(1) 

Solution of the inequation (1) gives us boarders of the supplier’s interest rate values, 
within which supplier’s expected profit is greater under the modified revenue-sharing contract 
with trade credit than under the revenue-sharing contract with bank financing under the 
assumption of the supplier’s revenue share 𝜑 to be the same for both contracts. 

𝜑 𝑟 (𝑐 − 2𝑝) + 2𝜑 𝑝(𝑟 − 1) + 𝑐 −
𝑝𝐾 𝑟

𝛽𝑐
+ 𝜑 2(𝑝 − 𝑐) − 𝑐𝑟 −

4𝑝𝐾 𝑟

𝛽𝑐

−
2𝑝𝐾

𝛽𝑐
> 0. 

(2)  

Solution of the inequation (2) gives us the restrictions for the supplier’s revenue share 
values, within which supplier’s expected profit is greater under the modified revenue-sharing 
contract with trade credit than under the revenue-sharing contract with bank financing and thus 
the trade credit financing is more preferable for the supplier if the supplier’s interest rate 
coincides with the bank’s one. 

It can be concluded that the modified revenue-sharing contract with trade credit financing 
provides the supply chain profit maximization and is more profitable for both supply chain 
parties. Thus, the construction of a modified revenue-sharing contract with trade credit helps to 
solve the problem of supply chain profit maximization under financial constraints faced by one 
of the supply chain parties.  

As a result of this paper, the algorithm for derivation of a coordinating and conditionally 
coordinating contracts parameters under the assumption of one of the supply chain parties being 
financially constrained is developed. The algorithm can be used during negotiations between the 
supply chain parties to select such values which are suitable for both parties and the supply chain 
itself. Thus, the proposed solution for the supply chain coordination is useful managerial tool in 
decision-making process while choosing the contract parameters.  
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Abstract: 
The article describes the study of influence of shock oninezation caused by the CoViD-19 
quarantine on the knowledge management performance and effectiveness in organizations. 
The methodology of the study is based on a set of multiple linear regression equations 
linking together the onlinezation, knowledge management parameters, problem solving 
and financial performance. The results of the study allow developing a set of practical 
recommendations regarding development of knowledge management systems in 
organizations under the onlinezation context, with special accent to solving technical 
and/or marketing uncertainty related problems with architectural or modular innovations. 
 
Keywords: Onlinezation, Knowledge Sharing, Architectural Innovations, Modular Innovations.  
 
Theoretical background 
Assessment of knowledge sharing processes performance can be decomposed into several levels.  
Knowledge sharing by definition requires several sides of the process (at least knowledge 
holders and requesters), so its effectiveness can be measured on each of these sides (Riege, 2005; 
Olaniran, 2017; Husted and Michailova, 2002; Van den Hooff and de Ridder, 2004). 
Effectiveness of knowledge sharing on each side can be decomposed into such parameters as, 
e.g., knowledge sharing speed, adequacy and fullness  (Blagov, Pleshkova, Begler, 2018, 2020).  
 Going from the knowledge sharing effectiveness “as itself” to the organizational 
performance, several layers can also be analyzed. 
 The final, “strategic” goal of knowledge sharing, as of every process in the organization, 
is increasing its performance, e.g., financial results (Iske, Boersma, 2005; Afriyie, Duo, Ibn 
Musah, 2018; Anand, Walsh, Moffett, 2019).  

For reaching these results, problems on tactical and operational levels must be solved  
(Aslam et al., 2018; de Almeida, Lesca, Canton, 2016); methods of solving these problems, 
however various these could be by their nature in various organizations, could be classified – if 
we look on each organizational structure, product or technology as a system consisting of 
elements and linkages between the elements – into mostly architectural innovations (changes in 
linkages architecture rather the specific elements) or modular innovations (changes in elements 
rather than the linkages architecture (Henderson, Clark, 1990; Han, 2017)).  

Such a shock influence on organizations of various industries and nations as onlinezation 
caused by CoViD-19 pandemic is surely influencing on all the mentioned levels, thus requiring a 
specific look on each of these. 
 
Method (including sample and measures description) 
1.1. Variables of the study 

The levels of knowledge management performance assessment described in the previous 
section are translated into blocks of regression model variables, describing the changes in 
respective levels.  

The list of the blocks is the following  
1) CoViD-19 pandemic induced onlinezation; 
2) changes in knowledge management effectiveness; 
3) changes in problem solving effectiveness on company, subdivision and individual levels; 
4) changes in company performance indicators. 
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Each of the variables presented in the Table 1 are representing answers to questions of the 
questionnaire, having a unified beginning: “Since the beginning of the CoViD-19 pandemic…” 
 Table 1 shows the list of variables split into these blocks, with respective variable indices. 
 
Table 1. 
 
Block Index Variable 

1 𝑉  our company has transferred from offline to online work 

𝑉  not the whole company, but my department has transferred from offline 
to online work 

𝑉  not the whole company or department, but I have transferred from 
offline to online work 

𝑉  our company or department has transferred its core activities from 
offline to online 

𝑉  our company or department has transferred its supplementary activities 
from offline to online 

2 𝑉  when my colleagues ask me to share knowledge, it became faster for 
them to get it 

𝑉  when my colleagues ask me to share knowledge, they get fuller 
knowledge 

𝑉  when my colleagues ask me to share knowledge, they get more 
adequate knowledge 

𝑉  when I ask my colleagues to share knowledge, I get it faster 

𝑉  when I ask my colleagues to share knowledge, I get fuller knowledge 

𝑉  when I ask my colleagues to share knowledge, I get more adequate 
knowledge 

3 𝑉  our company has created new products or services 

𝑉  our company has solved several technical problems it hadn’t solved 
before 

𝑉  our department has solved several technical problems it hadn’t solved 
before 

𝑉  I have solved several technical problems I hadn’t solved before 

𝑉  our company has solved several marketing problems it hadn’t solved 
before 

𝑉  our department has solved several marketing problems it hadn’t solved 
before 

𝑉  I have solved several marketing problems I hadn’t solved before 

𝑉  our company has solved several problems it hadn’t solved before by 
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introducing a new element in some system 

𝑉  our department has solved several problems it hadn’t solved before by 
introducing a new element in some system 

𝑉  I have solved several problems I haven’t solved before by introducing a 
new element in some system 

𝑉  our company has solved several problems it hadn’t solved before by 
rearranging elements of some system 

𝑉  our department has solved several problems it hadn’t solved before by 
rearranging elements of some system 

𝑉  I have solved several problems I haven’t solved before by rearranging 
elements of some system 

4 𝑉  our company has successfully commercialized new products or services 
on the market 

𝑉  our company has increased its profits 

𝑉  our company has increased its profit growth 

𝑉  our company has increased its sales 

𝑉  our company has increased its sales growth 

𝑉  our company has increased its market share 

𝑉  our company has increased its market share growth 

 
 Several sets of multiple regression equations has been used to assess the 
interrelationships between the blocks, each set later referred to as “Model nm”, where “n” refers 
to the block being a source of independent variables for the equations in a block, and “m”, 
respectively – to the source of dependent variables. Thus, e.g., the Model 12 depicts the 
influence of the Block 1 variables on the Block 2 ones, with the same logic applicable to the 
Models 23 and 34. 
 
2.2. Data collection. 

Data for the study have been collected using a questionnaire published in summer 2020 
on a SurveyMonkey platform in two identical versions in Russian and English languages; 
throughout the three months of collecting the data, 52 respondents have answered to all the 
questions presented in the questionnaire, thus giving a sample considerably small, but still 
slightly exceeding the threshold level for reaching statistical significance of the models. 
 
Results and discussion 
3.1. Results. 

The tables 2-4 are presenting the results of the multiple regression equations assessment 
by the IBM SPSS Statistics 22 package. The rows in the tables are representing independent 
variables and the columns are representing the dependent ones; the coefficients having p-values 
lesser than 0,05, thus being statistically significant at the significant level of 95%, are highlighted 
by green colour of the cells. 
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 The order of the tables follows the order of the models (and, thus, the order of influences 
of onlinezation on the knowledge management results): the Table 2 is showing the results of 
assessment of the Model 12, the Table 3 – of the Model 23, and the Table 4, respectively – of the 
Model 34 
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Table 2 
 

 𝑉  𝑉  𝑉  𝑉  𝑉  𝑉  
 p-value IV coeff p-value IV coeff p-value IV coeff p-value IV coeff p-value IV coeff p-value IV coeff 
Const 0,041 1,591 0,026 1,774 0,001 2,695 0,008 2,364 0,003 2,758 0,004 2,306 

𝑉  0,006 0,495 0,026 0,406 0,161 0,223 0,192 0,257 0,326 0,197 0,685 0,070 
𝑉  0,266 -0,231 0,125 -0,327 0,578 -0,104 0,055 -0,455 0,028 -0,539 0,065 -0,387 
𝑉  0,101 0,351 0,036 0,462 0,322 0,191 0,019 0,572 0,068 0,453 0,073 0,384 
𝑉  0,014 -0,570 0,082 -0,405 0,225 -0,249 0,185 -0,338 0,457 -0,193 0,407 -0,187 
𝑉  0,0024 0,553 0,014 0,452 0,013 0,403 0,052 0,388 0,033 0,438 0,003 0,545 

 
Table 3 
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Table 4 

 
𝑉  𝑉  𝑉  𝑉  𝑉  𝑉  𝑉  

 
p-
value IV coeff 

p-
value IV coeff 

p-
value IV coeff 

p-value 
IV coeff 

p-
value IV coeff 

p-
value IV coeff 

p-value 
IV coeff 

Const 0,024 1,409 0,339 0,637 0,676 0,346 0,132 1,097 0,313 0,816 
0,94

0 0,043 0,518 -0,470 

𝑉  
9,63E

-05 0,551 
3,13E

-08 0,960 
3,56E-

05 0,812 
1,648E

-07 0,962 
1,02E

-05 0,856 
0,00

2 0,404 
7,95031E

-05 0,672 

𝑉  0,093 -0,464 0,639 -0,140 0,590 -0,201 0,675 -0,135 0,361 -0,332 
0,67

9 0,107 0,990 0,004 

𝑉  0,031 0,689 0,329 -0,334 0,108 -0,695 0,454 -0,277 0,314 -0,418 
0,06

7 -0,553 0,375 -0,332 

𝑉  0,175 0,349 0,025 0,646 
0,011

2 0,919 0,047 0,618 0,034 0,738 
0,01

9 0,592 0,386 0,266 

𝑉  0,330 -0,270 0,124 -0,472 0,216 -0,471 0,030 -0,735 0,128 -0,566 
0,27

7 -0,287 0,672 -0,140 

𝑉  0,426 -0,206 0,491 -0,195 0,856 -0,064 0,560 0,179 0,605 0,178 
0,60

0 0,129 0,813 -0,073 

𝑉  0,393 0,123 0,158 0,225 0,353 0,183 0,749 0,054 0,816 0,044 
0,74

5 0,044 0,577 0,096 

𝑉  0,232 0,479 0,326 0,430 0,959 0,028 0,868 0,079 0,499 0,358 
0,32

2 0,378 0,740 0,159 
𝑉  0,151 -0,665 0,567 -0,288 0,285 0,675 0,365 0,495 0,469 0,442 0,86 0,073 0,364 0,501 
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8 

𝑉  0,491 -0,144 0,039 -0,488 0,002 -0,961 0,004 -0,754 0,004 -0,836 
0,51

8 -0,130 0,115 -0,402 

𝑉  0,230 -0,446 0,280 -0,440 0,833 -0,106 0,986 -0,008 0,786 -0,133 
0,54

0 -0,216 0,936 0,035 

𝑉  0,085 0,738 0,144 0,685 0,434 0,453 0,901 0,062 0,790 0,149 
0,18

6 0,537 0,954 -0,030 

𝑉  0,688 0,080 0,339 0,210 0,391 0,235 0,407 0,197 0,296 0,278 
0,28

2 -0,206 0,503 0,160 
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                 3.2. Discussion 
3.2.1. Model 12 
One of the most notable results of assessment of this model is the statistical significance of 
constant in each coefficient. The dependent variables of the model are showing the increase in 
knowledge management effectiveness as perceived by the respondents; thus, this result can show 
a general increase of this quality in the researched companies sample since the beginning of the 
quarantine. However, influence of onlinezation on specific knowledge management elements, as 
can be seen by other results in the respective table, can have various directions, not only positive; 
thus, these significant positive signs of the constant can be rather attributed to the possible 
researched sample bias: as the questionnaire contains a considerable amount of specific 
knowledge management terminology and, thus, can be proficient in knowledge management or 
be working in companies and organizations strong in it, thus creating a bias (Bao, Xu, Zhang, 
2016; Zhang et al., 2020); thus, an interesting direction of further research development can 
consider development of a simpler questionnaire oriented on a wider audience (an ambitious task 
obviously due to the complexity of the researched phenomena)! 
The positive influence of the 𝑉  variable on the  𝑉  and 𝑉   can be to an extent attributed to 
the same bias, but also can be attributed either to increase in intrinsic motivation for knowledge 
sharing by qualified knowledge workers as a reaction to the forced onlinezation  (Nguyen, 
Nham, Froese, Malik, 2019; Anand, Centobelli, Cerchione, 2020; Chedid, Alveiros, Teixeira, 
2020), or to greater convenience of online means of knowledge sharing for its speed and fullness 
(Kinnunen, Georgescu, 2020; Razif et al., 2020).  
Another result of considerable interest is a significant positive influence of supplementary 
activities onlinezation on most of the knowledge sharing quality parameters, contrasting the 
much less significant and preliminary negative influence of the core activities. A reason behind 
this could be that core activities in some industries cannot be “onlinezed” anyhow, at least, 
within several months (imagine, e.g., onlinezation of workers in a cast house, if not talking about 
long-term strategic robotization projects), in some industries they can be subject to onlinezation, 
but with various specific barriers for each industry or company, thus not obligatory leading to 
positive effects. Supplementary activities – e.g., the same IT support, or accounting, or HR 
services – could be onlinized more easily, thus leading to higher positive impact demonstrated 
within the model.  
 
Model 23 
An interesting result within this model is that the independent variables related to respondents’ 
self-assessment as knowledge sharers are not significant in contrast to the variables related to 
assessment of the colleagues; to some extent it shows that although we can suggest a sample bias 
toward considerably high respondents’ knowledge management proficiency, at least we can 
suggest that there’s no significant bias toward self-praise, i.e., the respondents have rather 
adequate self-esteem. 
Significant correlations between change in knowledge sharing and problem solving parameters 
are positive, that is rather logical; a notable exception is the negative correlation between 
variables 𝑉  and 𝑉 . This result shows that increase in knowledge sharing speed can be 
obtained at the cost of knowledge sharing quality; thus, practical recommendations regarding 
onlinezation of organizational subdivisions involved in solving innovation problems could be 
that knowledge sharing processes in such subdivisions should be rather oriented on knowledge 
sharing quality (both in terms of adequacy to request and fullness) than on knowledge sharing 
speed, with possible orientation on reaching speed-related key parameters by technical means of 
IT infrastructure optimization, while the KPI related to knowledge sharing quality should be 
rather reached by organizational means, combining thorough design of organizational structure 
and systems of motivating the employees to share knowledge. 
Considering the knowledge sharing quality components – fullness and adequacy – an interesting 
result in the Model 23 is that the change in these components does have positive correlation with 
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various problem solving variables: fullness – with solving marketing problems, and adequacy – 
with solving technical problems. Possible explanation to this is that marketing problems – or, in 
a wider context, human-related problems – are containing more uncertainty, thus requiring from 
their solvers greater absorptive capacity of analyzing wide influencing contexts  (Aslam et al., 
2018). For solving problems of technical nature, conversely, width of outlook – manifesting into 
“knowledge fullness” in our framework – could be less important than depth of analysis of exact 
object (de Almeida, Lesca, Canton, 2016) that could be sometimes even hard to isolate for 
analysis in problems with higher uncertainty.  
Regarding possible practical implications that can be educed from this result, these can suggest 
possible greater orientation on knowledge fullness related knowledge sharing KPI for online 
knowledge sharing systems for subdivisions or projects oriented on solving marketing or other 
human-related uncertainties, while for those oriented on technological uncertainties orientation 
on adequacy of shared knowledge could be more preferable.  
 
Model 34 
Among the equations with the dependent variables representing the respondent companies’ 
financial performance, the one with significant constant is the equation with the dependent 
variable 𝑉 , i.e. successful commercialization of new products or services on the market. The 
other variables of that type are not significant, thus showing that the commercialization of new 
products itself does not lead to commercial success. 
The most obvious explanation to this result could be that by the time of conducting the research 
only half of a year has passed since the beginning of the CoViD-related quarantine, and thus it is 
rather hard to say anything definite about the financial results of the company, even if it had 
successfully entered the market with some new products. Moreover, these products can by itself 
be not a very large portion of the company’s business portfolio and thus not make a significant 
contribution to the company’s overall success; this suggestion is indirectly supported by the 
significance of the 𝑉  variable in the equation with dependent variable 𝑉  and of the 𝑉  
variable in the equations with dependent variables 𝑉  to 𝑉  – it is considerably logical that a 
successful entry into a considerably small market niche could be a result of activities on largely a 
subdivisional level. 
It is considerably interesting that significant positive influence on the company’s financial 
performance is exerted by success of solving technical problems, while success of solving 
marketing problems is exerting an influence on only one variable, and this influence is negative.   
A possible explanation to this result could lie within the above-discussed notion of higher 
uncertainty in marketing problems than in the technical ones, leading to possibly higher 
distribution of financial results from negative to positive (at least if in the technical problems 
solving we are not speaking about technologically radical and market disrupting innovation).  
However, the independent variables representing change in success of modular or architectural 
innovations are not significant, thus possibly showing that commercial success of researched 
companies is nor related to technical problems solving success as neither it is related to 
marketing problems solving one; rather this success could be related to even worse results of 
competitors on the respective markets (that could be indirectly supported by an idea of a sample 
bias toward companies or individual respondents highly proficient in knowledge management).  

 
 
 

4. Conclusion 
In the described study influence of CoViD quarantine induced forced onlinezation on knowledge 
sharing in companies of various industries has been accessed, with particular focus on 
knowledge sharing effectiveness linkages with technical and marketing problems solving. 

A number of intriguing results have been educed, including higher significance of 
supplementary activities onlinezation than the onlinezation of core activities and intricate 
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interplay between the knowledge sharing quality components and success in solving problems 
with various nature of uncertainty.  

The educed results allow developing several practical recommendations considering 
knowledge management systems adaptation to forced onlinezation, thus contributing to attempts 
to overcome the economic downturn caused by the year 2020’s “Black Swans”. 
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Abstract: 
Ongoing structural transformation of Russian electric power sector leads to the revision of 
both technological and organizational backbone of the industry. Spread of innovative 
technologies, emergence of new types of players and changing consumer behavior force 
incumbents to adapt their strategies and create various innovative value propositions. 
However, restrain in resources and capabilities of a single firm leads to the wide adoption 
of ecosystemic approach towards value creation. At the same time, internal mechanisms of 
innovation ecosystem remain unexplored. By conducting multiple case study in Russian 
electric power sector, we reveal existing models of innovation ecosystems and perform an 
in-depth analysis of their internal mechanisms with the particular emphasis on 
coordination mechanisms, goals of participating actors and access to common resources 
and capabilities. Obtained results provide an important empirical evidence upon existing 
peculiarities of innovation ecosystem concept and may serve as a basis for further 
theorization of the concept. 
 
Keywords: Innovation Ecosystem; Innovation Ecosystem Model, Collective Value Creation; 
Electric Power Sector, Collaboration. 
 

Introduction 
Ongoing structural shift in Russian electric power sector undermines traditional organizational 
and technological foundations and forces incumbents to adapt their strategies towards creation 
of various innovative offerings which would be able to satisfy changing requirements of 
consumers (Burda et al., 2020). However, given the restrains in resources and capabilities of a 
stand-alone firm, development of complex innovative value propositions (IVPs) requires 
collaboration (Russell, Smorodinskaya, 2018). This leads to the development of various 
innovation ecosystems (IE) aimed to aggregate widespread resources and capabilities, and 
collectively create desired VPs. 

At the same time, despite widely accepted understanding of possible gains provided by 
this form of collaboration and wide adoption of ecosystemic practices, companies usually lack 
proper understanding on how to create and develop their IEs. Existing body of knowledge 
provides a very comprehensive conceptualization of the concept (Adner, 2017; Adner, Kapoor, 
2010; Jacobides et al., 2018), wide array of methodological approaches for studying it (Davis, 
2016; Möller, Halinen, 2017; Walrave et al., 2018), as well as considerable number of empirical 
studies on specific aspects of IE (Helfat, Raubitschek, 2018; Thomas, Autio, 2014). However, 
existing body of knowledge does not provide enough empirical evidence upon their internal 
mechanisms – in particular, organizational structure, development processes and coordination 
mechanisms (Liu, Stephens, 2019). This leads to the fragmented understanding of this evolving 
phenomenon and does not allow firms to make well-grounded decisions in terms of construction 
and development of their IEs. 

Given study is aimed to reveal existing innovation ecosystem models (IEMs) in Russian 
electric power sector and conduct an in-depth analysis of their internal mechanisms – in 
particular, organizational structure, development processes and coordination mechanisms. 

This study contributes to the expanding body of knowledge on IEs by providing an 
empirical evidence upon their internal mechanisms and therefore developing the overall 
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understanding of the concept. At the same time, results of the present study have important 
implications for practitioners. In particular, revealed characteristics of IEMs may serve as a 
foundation for a better-grounded decision-making in terms of choosing an appropriate form of 
collaboration with external partners during collective value creation. 

 
Literature review 
This research is based upon prior literature on ecosystems and is focused on the empirical 
investigation of internal mechanisms of this concept. This study adopts a structural (Adner, 
2006, 2017) approach towards IE analysis concentrated on activities defined by the VP of the 
given ecosystem. At the same time, this research will be referring to IE concept, which is more 
focused upon a particular focal innovation and components and/or complements that support it 
(Adner, 2006; Jacobides et al., 2018). IE puts a considerable emphasis on the processes that 
allow for collective creation and commercialization of a particular innovative offering (Adner, 
2012; Adner, Kapoor, 2010; Kapoor, Lee, 2013). Such granular focus on collective creation is 
extremely important in our case as many collective efforts may not ultimately result in tangible 
outcome (Liu, Stephens, 2019). However, simultaneously developed connections and R&D 
blueprints may bear great potential for future collective projects. 
 
1.1 Innovation ecosystem model 

While the conceptual research on IE (Adner, 2017; Jacobides et al., 2018) provides a necessary 
explanation of its essence, empirical research requires for a particular tool, which would allow to 
investigate its internal mechanisms. Following the structuralist approach (Adner, 2017) towards 
analysis of IE, this tool should be able to explain its internal structure, how it creates and delivers 
value, and how this value is afterwards appropriated by participants (Adner, 2012; Thomas, 
Autio, 2014; Williamson, De Meyer, 2012). 

Basing upon the analysis of broad set of studies devoted to various aspects of IE and 
ecosystem in general, we were able to operationalize the IEM through a set of crucial features 
(Figure 1). 

 

 
Figure 1. Operationalized view on IEM. 

Source: authors’ elaboration based on (Adner, 2006, 2017; Adner, Kapoor, 2010, 2016; Dedehayir et al., 2018; 
Gulati et al., 2012; Jacobides et al., 2018; Nambisan, Baron, 2013; Teece, 2014; Thomas, Autio, 2014; Walrave et 
al., 2018). 

Provided features of the IEM will serve as a framework for conducting the empirical 
study of IE phenomenon and would allow to gain an in-depth understanding of its internal 
mechanisms. 
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Materials and methods 
1.2 Research design 

Figure 2 represents the design of this research. 
 

Figure 2. Research design. 

 
Regarding the fact the IE can be classified as “nascent” (Edmondson, Mcmanus, 2007) 

concept, this research adopts a mixed approach, is based on 13 case-studies and can be divided 
into five major stages: 

 Stage 0 (preliminary): allowed to develop the research design. It included a set 
of interviews with industrial experts and field observations, which allowed to 
get an in-depth understanding of the industrial context and major trends; 

 Stages 1-3 (main research): data collection and analysis. It included set of semi- 
structured interviews with representatives of the studied firms, which was 
triangulated using data from open sources; 

 Stage 4 (control): verification of obtained results and clarification of certain 
details. It allowed us to develop the final conclusions. 

This research applies elements of narrative strategy for sensemaking (Langley, 1999), 
which allows to specify theory based on raw data. This approach combined with constructivist 
perspective (Dyer, Wilkins, 1991; Guba, Lincoln, 1994) allows to understand a complex 
phenomenon in its “real setting” (Langley, 1999) with all the necessary refinements, enable a 
more solid and persuasive research (Herriott, Firestone, 1983; Kim, Min, 2019), and provide 
necessary answer on the question of “how” [IEMs are executed] in the situation when 
investigator has little control over events (Yin, 1984). 

 
1.3 Data collection 

Regarding the purpose of this research, our sample included 11 randomly selected firms of 
different sizes, which can be attributed to all major segments of the industrial value-chain 
(generation, networks, sales and services). This allowed us to obtain a balanced sample. 

This study is based on data from three major sources: (1) field observations; (2) set of 
semi-structured interviews with representatives of the studied organizations and experts from 
the field; (3) open data from industrial mass media, websites of studied organizations and 
industrial web-portals. 

 
1.4 Data analysis 

Data obtained during the field observations was carefully structured and served as a background 
for research. Analysis of interviews was done in parallel with their conducting in order to 
secure obtained results and carefully structure them. We used open coding to reveal and group 
relevant concepts into categories, while axial coding was used to investigate the connections 
among existing categories (Gioia et al., 2012). Triangulation of obtained data with open sources 
allowed to: (1) gain additional understanding of the context; and to (2) check and clarify the 
information received during the second round of interviews. 

Overall, process of data collection and analysis took around 3 years. To ensure that our 
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results were trustworthy, we simultaneously used retrospective and real-time data (Eisenhardt, 
Graebner, 2007) from different sources. Moreover, in order to obtain rigorous results (Yin, 
1984) all information obtained during interviews and field observations was cross-checked 
using various open sources. This allowed us to cover a broader range of issues and to develop 
“converging lines of inquiry” (Brown, 2008). 

 
Empirical results and conclusion 
 
1.5 Exploring the existing IEMs in Russian electric power sector 

 
Careful analysis of the obtained data derived us to the conclusion that there are two major 

types of IEMs present in Russian electric power sector (Figure 3). 
 

 
 

Figure 3. Comparison of IEMs 

Notes: (1) PID = program of innovative development – long-term state-approved program, which determines the 
scope of innovative projects a firm can execute during a given time-period; applicable only to state-owned firms. 

 
Basing upon the provided information, we may argue that “closed” model generally 

implies a more conservative behavior of focal firms in terms of utilizing the potential of their 
corresponding IEs. In particular, focal firms usually seek only external support and expertise 
and their interest is moderate – they usually try to develop all the necessary components of the 
VP on their own and apply for external inputs only in case of necessity and/or for provision of 
minor components/complements. Complementors are considering these IEs as a possibility to 
gain access to a wide market of consumers of focal firms. “Closed” IEs are usually a result of 
a historical process of gradual accumulation of partners by focal firms. “Closed” model implies 
limited access to common resources for the following two reasons: (1) focal firms in these 
models usually operate in rather stable segments of the industry with long-term cycle of changes 
(basic generation, networks) and are usually big – therefore they consider IE-related activities 
as supplementary to their core business and do not have enough stimuli for developing a more 
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IE-focused approach; (2) usually being limited by the previously established and approved PIDs 
that regulate their innovative efforts and usually restrict their actions to a traditional 
procurement activity, focal firms are not able to adopt more open IEMs. 

On the other hand, “open” model implies a more IE-centered behavior. In particular, 
focal firms consider their IEs as a source of flexibility (ability to adapt to constantly changing 
consumer requirements by relying on a wide set of partners, whose expertise exceed current 
business needs) while at the same time pursuing the goal of becoming an integrator of various 
components/complements provided by complementors. Complementors consider such IEs as a 
possibility to scale their R&D results by utilizing available common resources. Thus, strategies 
of focal firms in “open” IEMs heavily rely upon external partners and therefore incorporate 
greater openness to the existing pool of resources. 

 
1.6 Conclusion and discussion 

 

This exploratory study contributes to the existing ecosystem literature by providing an 
empirical evidence for the internal mechanisms of IE concept (Baldwin, 2012, 2014; Baldwin, 
Clark, 2000; Jacobides et al., 2018; Liu, Stephens, 2019). In particular discovered IEMs provide 
important empirical evidence upon the crucial internal mechanisms that underline the dynamics 
of IE – namely, coordination mechanisms, internal structure and access to common resources. 
Results of this study allow for a better understanding of this recently emerged phenomenon and 
may serve as a foundation for its further investigation. In particular, investigation of dynamics 
of these IEMs seems to bear a great potential – it would be interesting to explore whether focal 
firms do shift from one IEM to another and, if so, how this transition is executed. 

Obtained results also include valuable empirical implications – both for managers and 
policy makers. Our findings may serve as a conceptual framework for decision-making process 
in those cases when the complex nature of VP requires inputs from various participants. In 
particular, managers of focal firms may use results of the study for a better-grounded decision- 
making in terms of selecting an appropriate form of collaboration during collective creation of 
innovative VP. At the same time, complementors may use results of this study for a 
corresponding adoption of their strategies based upon the observed patterns of focal firms’ 
behavior. Results of this study may also be used by industrial policy makers as a set of 
guidelines for appropriate tweaking of existing legislation as they provide a good explanation 
of the underlying nature of interfirm collaboration during collective creation of innovative VPs. 
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Abstract: 
Our paper summarizes basic findings on blockchain – a particular type of distributed 
ledger technology – from multiple scholars. The main reason for such compilation is to 
simplify the process of acquaintance with the concept for unexperienced reader. We also 
highlight the broad range of blockchain application with practical examples, namely: 
banking & finance, energy sector, healthcare, insurance and supply chain. Additionally, we 
introduce clarity over some common misconceptions around cryptography and blockchain, 
like immutability characteristic of the latter. Finally, this study demonstrates that sources 
of empirical material on the technology are no longer scarce, which used to be the case 
among scholars. 

Keywords: Blockchain, Asymmetrical Encryption, Literature Review, Management, Innovation 

Introduction: 
Compilation of multiple pieces of information on blockchain from multiple actors, including the 
inventor(s), practitioners and scholars. This section provides simple yet insightful data on 
blockchain basics for all kind of readers to get a quick understanding of the technology 
principles. Here, the readers can also get acquainted with the principles of asymmetrical 
encryption, explained with the usage of trivial example. This section also elaborates on history of 
blockchain and “proto-cryptocurrencies”, that were introduced before Bitcoin in 2008. 
Additionally, one can find why in many cases it is incorrect to use cryptography term and what is 
the difference between cryptography, cryptoanalysis and cryptology. 

Main Body: 
1.1.Research Methodology 
1.2.Findings 
1.3.Conclusion 
1.4.Reference List 
1.4.1. Basic List 
1.4.2. Companies’ Documents 

Within the main body section we explore the ways managers implement blockchain and what 
they expect to achieve. These managerial teams are from various companies, representing 
different sectors of economy: Banking & Finance, Supply Chain, Healthcare, Insurance, Energy 
Sector. In total we have examined 25 companies, plus 2 additional firms not included in our 
initial scope. Our examination is based on the official documents published by the respective 
representatives. We also make clarification in this section about the most popular misconception 
around the technology – immutability (a.k.a. irreversibility), since blockchain transactions are in 
fact possible to discard, which is historically proven. 

Method: 
Prior to making a research we initiated literature review to refresh the existing knowledge on the 
relevant topic. Due to the fact that multiple research papers claimed that researches on 
blockchain face such difficulty as lack of empirical material to work with, we hoped to find at 
least some companies, experimenting with blockchain technology. Consequently, we did not 
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have any prerequisites regarding company size, profitability, staff etc. However, we did bother 
with making each sector equally represented in the research (5 companies per sector). By 
examining official documents, available online and included in our reference list as a separate 
section, we were looking to find the ways the technology is implemented by multiple economic 
actors, their goals and encumbers. Our sample included the following companies: 

Bank & Finance: Visa, Banco Bilbao Vizcaya Argentaria (BBVA), Intesa Sanpaolo, Barclays, 
HongKong and Shanghai Banking Corporation (HKSB) 

Supply chain: De Beers, International Business Machines (IBM), Walmart, Anheuser-Busch 
InBev, Ford 

Healthcare: Change Healthcare, US Food and Drug Administration (FDA), DHL, US Centers 
for Disease Control and Prevention (CDC), Patientory 

Insurance: American International Assurance (AIA), MetLife, Prudential Financial, American 
Insurance Group (AIG), Aegon 

Energy: Shell, Siemens, TenneT, Abu Dhabi National Oil Company (ADNOC), Power Ledger 

On top of that we examined initially unintended companies from Russia: VTB (VneshTorgBank – 
Outer Trade Bank) and S7 Airlines. 

Empirical Results and Conclusion: 
Generally, the theoretical predictions of scholars were confirmed by practitioners. Almost all the 
companies wanted to lower their costs, improve efficiency, automatize processes, increase 
security and remove intermediary. The last point is true even for banks, which is somewhat 
contradictory to their traditional role of middleman in economy. We found a brand new way to 
implement the technology, which is patented by Ford co. In a nutshell, MacNeille et al. promote 
the idea of free and privileged traffic lanes. Those sticking to free lanes will not incur additional 
costs, but they will be prone to traffic jams and consequent delays. On the other hand, privileged 
lanes are to improve travelling time with additional payment for such privilege. 

Around 24% of our sample representatives work on their personal blockchain solution (Tracr, 
LucideTEE). The rest prefers using already available products, for instance from IBM 
Hyperledger and Ethereum. We also attempted to show that even though blockchain researches 
originated primarily from China, United States and United Kingdom (Frizzo-Barker et al., 2020) 
there were companies from other parts of the world where blockchain was also actively 
implemented. Finally, we demystified the idea that blockchain transactions were irreversible. 
They are hard to reverse but not completely tamper-proof, because there are cases when 
transactions are collectively discarded by the community, the example of such action is given in 
our paper. 
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Abstract: 

Globalization, technological breakthroughs and steadily growing competition between 
supply chains (SCs) shape working capital management (WCM) as important means of 
liquidity and profitability improvement (Talonpoika et al., 2016). More importantly, for 
companies still focusing on their individual SC issues and taking their own interests into 
account rather than understanding the whole SC and cooperating with their partners this 
has become critical (Wuttke et al., 2016). Authors address the problem of joint WCM by 
developing models for cooperative WCM through supply chain finance (SCF) adoption for 
the case of the three-stage supply chain. The developed models are further combined into 
an algorithm of joint working capital management. As such, we receive a sequential 
application of models providing: (1) optimal working capital levels to achieve minimal total 
SC financial costs on working capital under the specific constraints, including liquidity-
profitability tradeoff and individual costs on working capital maintenance; (2) clear ways 
to achieve minimal total SC costs on working capital and higher liquidity giving the 
optimal conditions for SCF adoption. As a result, we develop a managerial tool analyzing 
different scenarios for achieving minimal total SC costs on working capital.  

Keywords: Supply Chain Finance, Supply Chain Adoption, Supply Chain Cooperation, Working 
Capital Management, Optimization modelling 

Introduction and purpose of the research 

Modern supply chains are constantly striving to eliminate process inefficiencies while at the 
same time to provide the final customer with additional services, to increase the overall value of 
the entire chain. With this in mind, focal companies in supply chain tend to acquire control 
outside of the boundaries of their own company. The idea is the following: organizations as self-
serving entities maximise their profit, however this might result in a sub-optimal overall 
performance. At the same time, a focal company may orchestrate the actions of other players in 
the supply chain in order to achieve optimal profit. SCC literature tends to oversee in-depth 
analysis of financial practices and solutions in this context.  

Consequently, the demand for capital from within the SC, e.g. from companies directly involved 
in supply chain finance (SCF) schemes or acting as financial service providers (FSPs) has 
increased (Gelsomino et al., 2016; Hofmann, Kotzab, 2010; Kouvelis and Zhao, 2016; 
Protopappa-Sieke and Seifert, 2017; Talonpoika et al., 2016). For this reason, the importance of 
effective WCM has raised dramatically, especially for SCs from emerging markets, which faced 
difficulties with access to capital, limited financial infrastructure and legal, regulatory and 
accounting uncertainties in the first place. 

Authors address the outlined gaps by developing models for cooperative working capital 
management (WCM) through SCF adoption for the case of the three-stage supply chain. The 
developed models are further combined into an algorithm of joint working capital management. 
As such, we receive a sequential application of models providing: (1) optimal working capital 
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(WC) levels to achieve minimal total SC financial costs on WC under the specific constraints, 
including liquidity-profitability tradeoff and individual costs on WC maintenance; (2) clear ways 
to achieve minimal total SC costs on WC and higher liquidity giving the optimal conditions for 
SCF adoption.  

In light of the literature gap presented, this paper aims at developing a managerial tool analyzing 
different scenarios for achieving minimal total SC costs on WC.  

Methodology  

The authors develop four optimization models and combine them into an algorithm in order to 
demonstrate how they are applied for joint working capital optimization. All the suggested 
models are based on model of Collaborative Cash Conversion Cycle (CCCC) approach provided 
by Hoffmann and Kotzab (2010). It basically shows optimal WC components for minimal total 
supply chain financial costs on working capital under the specific constraints, including liquidity 
– profitability tradeoff and individual cists on WC maintenance. As such, the base model may 
provide, however, an optimal solution which implies fulfillment of unrealistic conditions (e.g. 
abandoning of the inventory or its significant reduction, extended or too short payment terms 
which are not beneficial for supplier or buyer respectively) and cannot satisfy different financial 
interests of the members of SC. In this regard, it is recommended to apply the models of SCF 
solutions (Factoring/Reverse Factoring and Inventory Financing) to reach a clear way of 
achievement of minimal total supply chain costs on WC. Furthermore, the model of joint 
working capital optimization shows the design of simultaneous SCF solutions adoption that 
influences WC components minimizing total financial costs on WC and achieving higher 
liquidity both of individual entity and of a supply chain. The proposed algorithm, which 
combines the models developed, represents a managerial tool for joint working capital 
optimization in SC. 

The case study focuses on the supply chain of a large real-life auto manufacturing company, 
located and operating in Russia. The relevant section of the focal supply chain, i.e. within the 
scope of this paper, can be identified through its main suppliers and customers. The focal 
company aims at adopting sophisticated WCM and SCF tools, such as Factoring / Reverse 
Factoring and Inventory Financing.  

Results and implications 
The results indicate that the model of CCCC allows to find optimal solution for all cases 
regardless initial financial and liquidity position of supply chain members; however, the model 
provides unrealistic results for those supply chains where CCC of at least one SC member lies 
outside stability interval, which resolves liquidity – profitability tradeoff. Aiming to avoid 
unrealistic results and to reach clear ways to achieve improvements the data was processed 
through the models of SCF solutions and joint working capital optimization. Notwithstanding 
this fact, separate adoption of SCF solutions cannot fully improve joint working capital in supply 
chains in terms of greater liquidity and minimized costs on WC. Generally, the models either are 
not able to provide feasible solution under the specific constraints, or are able to find optimal 
solutions but admitting individual financial costs on WC increase. In contrast, the model of joint 
working capital optimization is able to provide optimal solutions for all the cases considered in 
the research. It allows to minimize total supply chain financial costs on WC making individual 
ones not worse and to achieve greater liquidity at the same time, as well as provides the optimal 
conditions of SCF solutions adoption to achieve the results of joint WC improvement in supply 
chain. Thus, quantitative optimization demonstrates on the cases of supply chains that the model 
with SCF solutions use improve financial position and liquidity of all supply chain members. 



 

204 
 

References 
Gelsomino, L.M., Mangiaracina, R., Perego, A., Tumino, A., 2016. Supply Chain Finance: A 
literature Review. International Journal of Physical Distribution & Logistics Management, 46, 
348–366. 
Hofmann, E., Kotzab, H. A. 2010. Supply Chain-Oriented Approach of Working Capital 
Management. Journal of Business Logistics, 31(2), 305–330. 
Kouvelis, P., Zhao, W., 2016. Supply chain contract design under financial constraints and 
bankruptcy costs. Management Science, 62(8), 2341-2357. 
Protopappa-Sieke, M., Seifert, R. W. 2017. Benefits of working capital sharing in supply chains. 
Journal of the Operational Research Society, 68(5), 521-532. 
Talonpoika, A. M., Karri, T., Pirttila, M., Monto, S. 2016. Defined strategies for financial 
working capital management. International Journal of Managerial Finance, 12(3), 277-294. 
Wuttke, D.A., Blome, C., Sebastian Heese, H., Protopappa-Sieke, M., 2016. Supply Chain 
Finance: Optimal Introduction and Adoption Decisions. International Journal of Production 
Economics 178, 72–81. 
  



 

205 
 

Industry Complexity, Transiliency and the Human Factor in the Era of 
COVID-19: The Case of the Supply Chains in the Automotive Sector 

Efthymia Kottika, Prague University of Economics and Business, Czech Republic 
(efthymia.kottika@vse.cz), Ioannis G. Theodorakis, Prague University of Economics and 
Business, Czech Republic, Ayşegül Özsomer, Prague University of Economics and Business, 
Czech Republic, Marek Vins, Prague University of Economics and Business, Czech Republic, 
Miroslav Karliček, Prague University of Economics and Business, Czech Republic,  
Konstantinos G. Kottikas, Prague University of Economics and Business, Czech Republic 
 
Abstract:  
The outbreak of the COVID-19 pandemic has seriously impacted supply chains resulting 
even to a halt of the normal flow of goods and services. This paper conceptualizes the 
effects of the COVID-19 crisis on transiliency-related performance in supply chains within 
the automotive industry; a highly important sector for the global economy. In order to 
delve into such effects, we consider both anthropocentric and business-centric factors, as 
well as broader environmental forces such as that of deglobalization. Given the uncertain 
conditions imposed by this unprecedented crisis, we contextualize our research within the 
Real Options Theory that focuses on how to manage uncertainty. Since transiliency 
grounds in both a company’s resiliency and transformability it emerges as a promising 
force that needs to be fostered so that any given firm is well-prepared in facing turmoil 
conditions no matter how unexpectedly these conditions occur. Therefore, research 
exploring transiliency’s determinants is deemed imperative. 
 
Keywords: Supply Chains, Automotive, Transiliency, COVID-19 
  
Introduction 
The world undergoes strange and difficult times. Indeed, the sudden outbreak of the COVID-19 
disease, a highly infectious agent generating fatal respiratory illnesses, has caught everyone off-
guard. Moreover, this disease’s exponential propagation has generated a fierce disruption in the 
processes taking place across all economy sector types; namely, from the primary (e.g., 
agriculture) and secondary (e.g., manufacturing) to the tertiary (one e.g., education), therefore, 
strongly affecting our lives (Nicola et al., 2020). As such, and to our interest, this severe health 
crisis has seriously impacted supply chains meaning that the normal flow of goods and services 
was even halted (Govindan, Mina, & Alavi, 2020). Given this halt, and the inadequacy in dealing 
with this disruption in a smoother and faster manner authors have understood that there is a 
necessity to develop a wider research agenda as well as relevant conceptualisations in order to 
help: (a) ameliorating the supply chains performance (b) preparing for similar future 
circumstances and (c) filling existent research gaps in the scientific literature that beg for 
investigation (Craighead, Ketchen, & Darby, 2020; van Hoek, 2020; Ivanov & Dolgui, 2020; 
Sarkis, Cohen, Dewick & Schröder, 2020; Sharma, Adhikari, & Borah, 2020).  
 
Main body of the paper  
In alignment with the foregoing recent research calls, the present paper seeks to investigate the 
effects of the COVID-19 health crisis on transiliency (i.e., the ability to recover by also making 
changes; see Craighead, Ketchen, & Darby, 2020) related performance in supply chains within 
the automotive industry. Moreover, in order to delve into such effects, we consider both 
anthropocentric (i.e., managers’ personality traits and skills) and business-centric exogenous 
factors (the complexity of the supply chain network within the particular industry) plus broader 
environmental forces such as that of deglobalization (i.e., the process of decreasing the level of 
interdependence between countries).  



 

206 
 

At this point, we note that the automotive industry was an ideal to serve the purpose of the 
current study. This, because: (a) it bears a high importance for the global economy e.g., in terms 
of employability (ACEA, 2020). In fact, if the international automotive manufacturing industry 
was an independent country it would have been the sixth largest economy (Fir Croft, 2017); (b) it 
is strongly affected by the COVID-19 health crisis (Singh, Kumar, Panchal & Tiwari 2020); (c) 
it is characterized by a high complexity as to its supply chain (e.g., see the example of Skoda 
Auto that has over 1300 suppliers producing the various parts that the company uses for its 
vehicles; Automotive Logistics, 2015); and (d) it is characterized by an ongoing high level of 
innovativeness (e.g., see the prioritization of electric vehicles’ roll-out in EU due to the 
environmental consequences of such an act; Europa, 2015). Finally, (e) albeit its importance, to 
the best of our knowledge no research so far has concentrated on the COVID-19 pandemic’s 
effects on the automotive industry by considering the role of transiliency.  
Given the uncertain conditions imposed by this unprecedented health crisis, we contextualize our 
research within the real options theoretical paradigm (Myers, 1977) according to which 
individuals might delay their decision-making by generating alternatives and then on by 
exercising such alternatives or not in order to manage the uncertainty. Within such a frame, we 
first focus on managerial decision making per se by considering relevant individual differences 
and overall psychographic tendencies as well as related skills that might be at play within the 
turmoil conditions. In fact, building on recent relevant research that exemplified a specific set of 
personality traits and skills as significant for entrepreneurs that want to endure in severe crisis 
conditions, we decided to focus on managers’ locus of control, and optimism, as well as on 
negotiation skills (see Kottika et al., 2020). Moreover, given that the crisis condition produces 
ambiguity, we decided to concentrate on an additional highly relevant personality trait such as 
that of personal need for structure (Neuberg & Newsom, 1993). Last, given this study’s 
concentration on transiliency, resilience as an innate trait is also considered. Following, we 
swiftly review each one of those concepts: 
Locus of control (LOC) refers to people’s belief that they have control over their life. More 
precisely, LOC is distinguished to its internal and external type correspondingly (Rotter, 1966). 
The former LOC type pertains to a conviction that individuals are masters of their fate and 
therefore, more direct in controlling their external environment while the latter LOC type 
pertains to a belief that individuals are not in direct control of their fate thus, holding a more 
passive role towards environmental changes (Ng, Sorensen, & Eby, 2006). In every case, LOC is 
of importance as it exerts influence upon business performance in the market (Wijbenga & van 
Witteloostuijn, 2007). 
Following, optimism refers to an individual’s expectations on the positive versus negative 
expectations of future outcomes in life without necessarily considering the means that help so 
that such positive outcomes occur (Carver & Scheier, 2014). As a cognitive construct it differs 
from other related traits and is not easily captured within established personality trait schemes 
such as the big five model. Οptimism is strongly associated with motivation, whilst itself when 
in business activity promotes creativity and innovativeness among others (Baron & Tang, 2011). 
Next, there is personal need for structure (PNS). PNS presents an individual’s tendency to 
simplify and order his/her environment (Neuberg & Newsom 1993). In other words, compared to 
low PNS individuals high PNS individuals seek for clarity and structured reality conceptions 
(Vess, Routledge, Landau & Arndt, 2009) and hold a strong aversion for ambiguity (Landau et 
al., 2004). Furthermore, PNS appears to comprise of two components, namely, (a) a desire for 
structure (DS) referring to the extent that an individual seeks to impose a structure in his/her 
daily life; and (b) reactions to lack of structure (RLS) pertaining to how a person reacts when 
dealing with ambiguous situations. 
Further, there is the trait of resilience which amidst crisis conditions becomes very relevant. 
Even though there are several definitions of resilience, in general, it refers to one’s ability to 
absorb shocks, to reconstruct and to produce meaning from relevant shocking experiences 
(Charreire-Petit & Cusin, 2013 cited in Bernard & Barbosa, 2016).  
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Next, beyond than traits, skills which ground in such traits are equally important. In particular, 
the ability to negotiate appears to be highly significant especially when a company is found 
within a situation in turmoil (Kottika et al., 2020). In fact, not only can the negotiation skills help 
business survival amidst a crisis condition but also, they can help in generating business 
development. This, not so much in terms of quantity of accomplished business deals made but 
more in terms of quality of such accomplished deals (i.e., the amount of profit these deals 
generate; see Artinger, Vulcan, & Shem-Tov, 2015). 
Finally, regarding external - environmental factors, the pandemic has accelerated such forces as 
that of deglobalization, therefore, generating introversion to countries. Moreover, this crisis has 
strengthened calls for policies aimed at consolidating supply chains in a continental rather than a 
global level (Coveri, Cozza, Nascia, & Zanfei, 2020).  
 
Method  
The method that will be followed is qualitative and in-depth interviews will be conducted with 
the use of an interview guide. The participants will be members of the supply chains in the 
automotive industry in Czech Republic and in Turkey, that represent two significant 
manufacturing hubs in the region. We anticipate approximately twenty in depth interviews to be 
conducted until saturation point is reached. 
 
Conclusions  
It is expected that the aforementioned psychographic traits, skills as well as the exogenous 
factors at play will impact a firms’ transiliency. Transiliency grounds in both a company’s 
resiliency as well as its transformability. In such sense, there is a dual process of swift recovery 
within extreme conditions but also of radical transformation in order that such a company 
survives within a crisis condition. A nice example is provided by the researchers who coined the 
term referring to a grocery which within turmoil conditions might show its resiliency by 
restoring its depleted products through a better replenishment processes while also exemplify its 
transformability through a radical change of its operations so that it turns into a small distribution 
center of relevant goods for households (Craighead, Ketchen, & Darby, 2020). As such, given 
that transiliency emerges as a promising force that needs to be fostered so that a company is well 
prepared to face turmoil conditions, it is imperative that research explores its relevant 
determinants. 
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Abstract: 
Purpose: This research focuses on the changes in consumer behavior including special 
requests and needs businesses should now take into account due to the new reality caused 
by the COVID-19 pandemic. It has led to the unprecedented and not yet fully investigated 
consequences for society and businesses during the world lockdown in spring 2020. Study 
design: The empirical research is based on the online survey of 445 consumers from the 
Russian market. As a result of confirmatory factor analysis (CFA) five factors are 
identified concerning consumer behavior during the COVID-19 pandemic. Three clusters 
of consumers were identified based on these five factors. Findings: The study reveals the 
increase in personal anxiety associated with the pandemic for two clusters of the 
consumers, and the challenge for some consumers to adjust their behavior with the lack of 
services. Originality/value: The paper contributes to studies on customer behavior during 
the COVID-19 pandemic and may be used as a base for future research and as a basis for 
businesses to change their marketing strategy. 
 
Keywords: Consumer Behavior, Business Response, The COVID-19 Pandemic, Digital 
Services, Russian Market 
 
Introduction 
In 2020, due to the consequences of the COVID-19 pandemic the situation in the global 
economy turned out to be quite complicated. All participants of the prior well-established, often 
cross-border value chains have found themselves in a dramatic situation of “an aggregate supply 
shock resulting from contagion containment measures with restrained demand and mobility” 
(Bénassy-Quéré et al. 2020). This has led to extreme financial fragility and jeopardized the 
competitiveness of many companies around the world. Mass closures and layoffs became a 
“norm” in many industries (Bartik et al., 2020; Sheresheva, 2020) and those market actors that 
struggle for survival try their best to find new business models and strategic decisions, to create 
services and products adjusted to the new requirements. As to consumers, some of their rights 
have been temporarily suspended by governments and businesses that struggled to cope with the 
abrupt and unprecedented consequences of the COVID-19 pandemic (Baum & Hai, 2020; 
Mastropietro et al., 2020). At the same time, the demand impact on competitiveness has become 
even more mighty since there is an urgent need for all market actors to thoroughly understand 
the deep change in consumer minds caused by the pandemic. Thus, this research focuses on the 
changes in consumer behavior including special requests and needs businesses should now take 
into account due to the new reality caused by the COVID-19 pandemic. 
 
 
 
 
 

1 This research has been conducted within the applied research project “Development of Multifactor Model 
to Improve Innovative Companies Competitiveness in the Digital Transformation Age" as a part of the HSE Faculty 
of Business and Management Research Program (protocol No.5, 19.06.2020) in 2020-2021. 
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Background of the study 
2.1 Challenges businesses are facing during the COVID-19 pandemic  
The challenges for most businesses caused by the COVID-19 pandemic all over the world 

received the broad attention of academics and practitioners (Donthu & Gustafsson, 2020; Fetzer 
et al., 2020; Pantano et al., 2020; Sheth, 2020; McKinsey & Company, 2020). The resulting 
economic and social phenomenon from social distancing has led to some swift changes in almost 
all business landscapes (Krishnamurthy, 2020) and raised question of possible bankruptcy not 
only for SMEs but for many well-known brands in many industries as consumers stay at home 
and economies are shut down (Tucker, 2020). Though there are few authors claiming that “the 
current pandemic has had enormous – but hopefully short-term – effects on all our lives” 
(Donthu & Gustafsson, 2020, p.284), most researchers have the opinion that the COVID-19 
pandemic is a society-changing event that can have a profound long-term impact on marketing 
philosophy and corporate social responsibility (Crick & Crick, 2020; He & Harris, 2020). For 
example, there are new CSR practices of cell-phone companies that are sharing data with 
governments, used to monitor whether people are complying with curbs on movement and 
private companies and governments are investing in the development of tracking apps (Larsen et 
al., 2020).  

Among the most used anti-crisis measures mentioned by the firms surveyed in different 
countries, along with loans, forced staff reduction or reducing wages, there are change in the 
business concept or marketing strategy, as well as the wider use of digital technologies (Anthony 
& Petersen, 2020; Efremova et al., 2020; Priyono et al., 2020).  

 
2.2 Consumer behavior changes in the COVID-19 pandemic 
To discuss possible short-run and long-run changes in consumer behavior, a fast-growing 

amount of published papers on recent developments is important, as well as the studies on the 
reaction of people and on changes in consumer behavior conducted on the examples of Ebola 
(Gamma et al., 2019) and influenza A H1N1 (Rubin et al., 2009; Seale et al., 2009). We took 
into account both while developing the research design. Still, the unprecedented character of the 
COVID-19 pandemic leads to some shifts that were not typical for previous epidemics. Laato et 
al. (2020), based on the empirical data, point out that in the new reality there are at least two 
highly important shifts in consumer behavior. These are the growth of making purchases 
uncharacteristic of the usual time and intentions to use the practice of self-isolation. Fetzer et al. 
(2020) document a large dispersion in beliefs about the pandemic risk factors of the coronavirus, 
and demonstrate that these beliefs seriously affect individuals’ economic anxieties. Growing 
mental health concerns expressed (Barari et al., 2020; Zhou et al., 2020) as an obvious result of 
forced staying at home and the situation when “all consumption is time bound and location 
bound” (Sheth, 2020, p.283), also can be noted as a factor of possible changes in consumer 
behavior. There are a number of papers focusing on “consumer digitalization”. Thus, Addo et al. 
(2020) focused their research on life-saving purchase decision “buying out of fear and necessity” 
and demonstrated the link between fear appeal, social presence, e-loyalty, and online purchase 
behavior. 

Donthu & Gustafsson (2020) underline the need to study both negative and positive types 
of behavior caused by social distancing. “People have started to nest, develop new skills, and 
take better care of where they live... There has also been an increase in purchases of cleaning 
products, and more trash is being recycled. At the same time, we are eating more junk food and 
cleaning ourselves less. People are also stockpiling essentials, panic buying, and escaping to 
rural areas. This is an indication that what is happening to us and our behaviors is complex” 
(Donthu & Gustafsson, 2020, p.285). From a long-term point of view, there is also a need to 
understand which habits will return back to normal, and which “will die because the consumer 
under the lockdown condition has discovered an alternative that is more convenient, affordable, 
and accessible” (Sheth, 2020, p.282). The longer anti-coronavirus measures continue that are 
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now hardening again in many countries, the more resilient the digital habits of consumers will 
be, although some of needs (and the underlying industries) will never move online. 
 
Data and sample  
The research includes an empirical analysis of the quantitative data collected. The questionnaire 
was developed based on Fetzer et al. (2020) approach. It consists of 5 blocks: (1) general 
behavior and personal precautions, (2) consumer anxiety, (3) hygiene concerns, (4) changes in 
consumer preferences and experience, (5) social and demographic profile. All items in 1-4 
blocks were focused on the consumer attitude and behavior during the COVID-19 pandemic and 
measured using a 7-points Likert scale. 

The online questionnaire was distributed through the online course “Marketing”, held on 
the Russian National Educational Platform “Open Education”. The link was sent to attendees of 
the course in April-May 2020. Completing the form was voluntary. The database contains 445 
responses from Russian residents that are valid for further analysis.  

The combination of factor analysis and cluster analysis as well as descriptive analysis in 
R (https://www.rdocumentation.org/) is applied to the data. 

Table 1 presents the demographic information of respondents. 73.89% of respondents 
were female, 26.11% were male. The most of respondents are students because the online course 
“Marketing” was integrated by some universities into the curriculum during the COVID-19 
outbreak in the spring of 2020. Thus, the main age group is 18-25 years old (77.98%). 47.06% of 
respondents are located in large cities (Moscow, Vladivostok, St. Petersburg, etc.). 
 
Table 1. Sample description (N = 445) 
 

 
Sample selection 
criterion 

Sample characteristic Number of 
respondents 

Share, % 

Age <18 8 1.80 
18-25 347 77.98 

 26-35 34 7.64 
 31-35 34 7.64 
 36-40 9 2.22 
 41-50 12 2.69 
 51+ 1 0.23 
Gender Male 113 25.39 

Female 331 74.38 
Income Low 21 4.72 
 Middle 297 66.74 
 High 124 27.86 
Region Moscow and Moscow Region 181 40.70 
 Primorsky krai 122 27.42 
 Saint-Petersburg 22 4.94 

 Other regions 120 26.96 

 
Preliminary results 

4.1 Factor analysis 
The exploratory factor analysis (EFA) and the confirmatory factor analysis (CFA) with R 

was conducted to reveal the factor structure behind the scale items. The Maximum Likelihood 
(ML) was applied for both steps. 15 indicators form 5 factors. Cronbach’s Alpha for each of the 
factors is not less than 0.7. The model has good fit characteristics (GFI = 0.965; Chi-square = 
131.34, df = 92, TLI = 0.971; CFI = 0.978; RMSEA = 0.031). As a result of factor analysis, five 
latent variables were created: (1) personal protective behavior (2) hygiene concerns, (3) 



 

214 
 

packaging preferences, (4) purchasing behavior, (5) personal anxiety. Table 2 shows which 
indicators form the factors.  

 
Table 2. Latent variables and indicators. 

 
Latent variables Indicators 

1. Personal protective behavior I did not attend social gatherings  
I did not use public transport 

 I kept distance of 1.5-2 meters to other people  
 I stayed at home 
2. Hygiene concerns Carsharing has no hygiene risks 
 Taxi has no hygiene risks 
 Clothes rentals has no hygiene risks 
3. Packaging preferences I prefer brand packaged products to bulk products 

I prefer products with an additional layer of packaging 
4. Purchasing behavior I shop grocery products online more often than before 
 I shop clothes online more often than before 
 I order ready-to-eat food online more often than before 
5. Personal anxiety I am stressed about leaving my home 
 I am nervous when I meet difficulties buying personal protective equipment 

(e.g. masks, gloves) 
 I am nervous when I think about current circumstances 
  

 
 

4.2 Cluster analysis and description 
Three clusters of consumers were identified based on the five latent variables using the k-

means method. The first cluster (180 respondents) are people with the highest level of anxiety 
who have adopted personal protective practices. The second cluster (159 respondents) has the 
lowest level of anxiety, these people are less concerned about hygiene risks. The third cluster 
(106 respondents) demonstrates a higher level of anxiety than the second cluster, but there are 
much more concerned about hygiene. In comparison with the first and second clusters, more 
respondents in the third cluster are located in towns with less than 500 thousand of the 
population. No significant difference is found in the gender, age, and characteristics of the 
clusters. 

We analyzed how consumers who represent different clusters changed their behavior 
during the COVID-19 pandemic with the specific focus on digital shift and activities that are tied 
with digital goods. The special attention was paid to switching to online shopping and shifts in 
consumption in three categories of digital services: fitness, education, and entertainment. 
Customers self-reported whether they started to use digital services more often than before the 
pandemic. Table 3 shows the mean values by cluster (range 1-7). 

 
Item Cluster 1 Cluster 2 Cluster 3 

Shop grocery online  
Shop clothes online  

4.872 2.761 1.651 
5.272 3.277 2.283 

Order ready-to-eat food 4.622 3.616 2.566 
Do fitness with an instructor online 3.536 2.717 2.462 
Do fitness with video or mobile apps 
Attend free online courses 

5.156 3.843 3.764 
5.793 5.038 5.189 

Buy online courses 4.374 3.61 3.208 
Use free entertaining services 5.394 5.233 4.858 
Buy entertaining services 4.461 4.038 3.311 
    

 
Table 3. Sample description (N = 445) 
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As supported by Table 3, respondents of the first cluster have become intensive users of 

digital services that were in the focus of the study. Moreover, they reported an increase in 
consumption of both free and paid services. The second and third clusters show a slight shift 
toward payment services. The low means of online shopping items (especially grocery) among 
the respondents of the third cluster could be explained by the low penetration of such services in 
the area where they live. It also could be the reason for explaining the high level of personal 
anxiety in the third cluster, these respondents were concerned that they could not minimize social 
contacts and follow the distancing recommendation having a lack of convenient services. All 
three clusters reported that their preference for payment method had changed from cash to card 
payment (incl. online payment at the web-page or in-app). 
 
Conclusions and directions for further research 
The consumers respond to the COVID-19 pandemic in different ways and adjust their behavior 
with some strategies. The study reveals the increase in personal anxiety associated with the 
pandemic for two clusters of the consumers, and the challenge for some consumers to adjust 
their behavior with the lack of services. The point of the interest for further research is to 
understand what patterns of digital services consumption will be resilient in a long run and result 
in the digital shift in consumer lifestyle. 
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Abstract: 
Since 1987 the famous formula from the Brundtland’s report highlighting the importance 
of sustainable development for “Our common future” defining the necessary development 
as one that – “meets the needs of the present without compromising the ability of future 
generations to meet their own needs” (World Commission on Environment and 
Development, 1987) has been thousand and thousand times used in scholar articles, at 
conferences, in political declarations and documents of international and national 
organizations. More and more consumers pay attention to sustainable consumption as well 
as sustainable products and there is an increased demand for greater transparency and 
disclosure in today’s sustainability marketplace (Mol, 2013). According to experiences of 
retail networks in developed countries they are increasingly employing sustainability 
branding (Kumar, Christodoulopoulou, 2014), declaring their goals to improve 
environmental and social responsibility but striving to maintain and improve profitability. 
Sustainability could substantially improve a brand image and consequently enhance 
emotional bonds with socially responsive consumers  (Kurowska, 2003).  Greening brands 
or shifting private brands (“own trademark” – the equivalent meaning term in Russia) 
towards private sustainability brands is now a common phenomenon among actors of 
foreign as well as Russian retail networks. However, there are barriers on the said way of 
transforming the private brands and their future should be studied both from retailers’ 
and consumers’ viewpoints. The theoretical framework for constructing an overarching 
ontology of sustainability branding and positioning strategies is considered herein as the 
first and necessary step to understand better the essence of the matter – taking into account 
the “imported nature” of main branding and sustainability concepts for Russian 
academics. 
 
Keywords: Private Labels, Sustainability Brands, Ontology 
 
Socio-political and business context 
“Ecological consciousness” and “sustainability” as a whole is a pivotal topic in today’s political 
discourse worldwide and, thus, in Russia (being a “semi-periphery” in terms of the World-
System analysis and, thus, sometimes having a “cargo-cultist” approach to the discourses 
dominant in the leading countries (Ореховский, 2020; Vernikov, 2020). The “cargo-cultist” 
stance (even if not taking into account the large extent of “political technology” element within 
the discourse itself, used by the “core” countries more as an instrument of “throwing out the 
ladder” of industrial development of the periphery ones, than an instrument of truly protecting 
the nature (Chang, 2008)) is manifested in uncritical attitude to the elements of discourse that are 
tried to be implemented to the local context without its significant adaptation. 

However, implementation of the ecological/sustainability discourse into Russian socio-
political as well as business and economics discourse is an important objective due to several 
reasons.  

For the socio-political level of analysis the necessity of its implementation (or, to say 
better, a wider development of an existing discourse) is important for increasing control over the 
“green” agenda that will be one of the dominant political ideologies worldwide in the upcoming 
decades. Having a related discourse adapted to the national context could allow Russian 
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politicum itself to become one of the trendsetters within the agenda worldwide, not just 
following the threats. 

The overall development of the sustainability agenda on an international level would 
inevitably lead to increase of its elements in the mainstream political discourse within Russia: 
after the forthcoming “power transit” of the 2021 and 2024 electoral campaigns, the obsolete 
existing parliamentary parties structure could be transformed into the balance of the 
“unauthoritarian social democracy” as the left center and the “national democracy” as the right 
center of the political landscape (Ушаков, 2018). The former is, obviously, containing green and 
“conscious & responsible consumption” element as one of the central in its discourse structure 
(Вилков, 2019); the latter one could also contain “green” elements within its regionalist 
component (Eliasoph, Clément, 2020). 

With such a transformation of ideological landscape, it would become more important for 
business to position its products and services as “green” and in overall “sustainable” to sustain 
and develop its market share and profits. 

As the abovesaid agenda is prognozed to be significant in all the mainstream political 
discourses, it becomes actual to construct an overarching ontology of perception of elements of 
that agenda in the positioning and branding of the products oriented on various target audiences 
belonging to various social strata. 

 
Ontology architecture and examples  
The initial idea for development of this ontology was generated within the research project 
dedicated on the retailer networks’ private labels (see, e.g., (Cherenkov et al., 2020)), thus the 
central object of the ontology has been initially intended to be these brands.  

However, the private labels as means of propagating sustainability values are having 
considerable restrictions.  

Firstly, private labels, especially those belonging to the trade networks, are mostly 
perceived as lower class solutions, which perception is supported by the low prices and “basic” 
level of quality of goods sold under these brands (Lehner, Halliday, 2014; Kim et al., 2020). 
Thus, using such brands as means of agenda propagation would be restricted to a particular 
social stratum (moreover – a stratum which people try to leave; in such a socially stratified 
society and society with a still high importance of conspicuous consumption values, as 
contemporary Russia, deliberate positioning of some goods as “economy class” can cause the 
“reverse price elasticity of demand” effect, additionally lowering the respective brands 
popularity (Assarzadegan, Hejazi, Raissi, 2020)). 

 Secondly, the level of development of social responsibility in Russian retail networks 
does not obviously seem enough for trusting the private labels (especially of the economy class 
networks) as a guarantee of the sold goods’ quality; highly likely this quality at least in some 
cases could be at the lower boundary of standards allowed by state regulations (Gornostaeva et 
al., 2019). 

Thus, the retailer networks’ private labels as means of sustainability/green values 
propaganda could be feasible rather in the middle-class segment (e.g., “Vkusvill” rather than 
“Pyaterochka”).  

Reasons for that could be that the abovesaid values, including the “conscious & 
responsible consumption” notion, are (rather obviously from the point of view of needs hierarchy 
concepts like the Maslow’s pyramid) more popular in contemporary Russian society among the 
urban middle class (Ahmadyar, 2017), while with decrease of disposable income, especially 
outside of the big cities, consumer behavior is still dominated with conspicuous consumption 
framework (Богомолов, 2020). 

Taking into account considerations of political stability, it does not seem reasonable to 
specially focus the sustainability/green agenda propagation on the lower and lower-middle 
classes in Russia for at least than 20 years further (in the case of absence of significant 
disposable income downfalls, that would additionally delay the process); the trends of societal 
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evolution could within this period lead to transition of consumer behavior from conspicuous to 
responsible consumption, but a more effective as well as efficient driver of this transition should 
rather be increase of disposable income and living standards, rather than political propaganda 
(Зубец, 2019). 

For the middle and upper-middle class the abovesaid private labels, however, are also 
insufficient alone as means of sustainability values propagation; thus, in addition to the 
dimension of disposable income and other demographic characteristics of target audience 
(education level and size of the inhabited locality as one of the most prominent), the developed 
ontology would also include dimensions of industry, business model and the object of good 
being branded.  

Examples could contain, e.g., private small business owned brands of clothes and 
accessories made from reused materials, oriented specifically on urban student youth and young 
specialists: obviously, a retailer network private label could be a good branding choice for 
distributing food, but in the realm of clothing the “greenness” of a brand is beginning to be 
developed as a prestigious element of conspicuous consumption, thus making it possible for the 
companies not only to propagate specific agenda but also to move into a premium segment of a 
market (Sekhon, Armstrong Soule, 2020). 

A developed ontology, thus, is going to be “heavyweight”, since its early stages of 
development populated with examples of classes on intersections of dimensions (Zhang et al., 
2018). A typical element of the ontology could be a particular brand, classified by intersections 
of various factors (mainly based on, but not limited to, the abovementioned ones) influencing the 
price (and, to lesser extent, income) elasticity of demand (Bakhtavoryan et al., 2019; Sun et al., 
2020), as well as the price elasticity of supply (Wayland, 2019). Elasticity, obviously, is not a 
discrete, but a continuous variable; thus, population of ontology with elements would lead to 
precision of the model that can be used not only for research purposes, but also for strategic 
business model and marketing consulting practice, having a potential to become a powerful tool 
for choosing the branding and positioning strategy and tactics by companies deciding to use 
sustainability/green/responsible consumption trends in its business. Thus, a developed ontology 
does have not only theoretical and methodological, but also practical value.     

Surely, a described architecture of the ontology is a considerably preliminary one, 
requiring significant further precision; however, the abovedescribed value for theory and practice 
along with defined directions of further development allow thinking that the developed ontology 
would be a significant and useful contribution. 

 
Conclusion 
In the thesis the basic theoretical and methodological principles of the overarching ontology of 
sustainability brands and positioning strategies have been developed. Although the ontology is 
on an early theoretical stage of its development today, directions of its further development have 
been suggested, allowing developing a framework oriented on creating theoretical and 
methodological as well as practical value. 
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Abstract: 
Covid-19 has extremely influenced the hotel industry and tourists’ behavior. Nowadays 
people much more care about their safety. Hospitality industry has also suffered a lot from 
the pandemic. There are three groups of factors that have an impact on the intention to 
book a hotel in current situation according to made research: dynamic and number 
of Covid-patients in the region (destination risk), personal concerns of the tourist, 
and compliance with new health care standards by hotels.   
The research goal is to identify the impact of these factors on perceived health risk and 
hotel booking intention of consumers. To reach the goal quantitative method in the form of 
an online questionnaire is used. The collected data is analyzed in SPSS using factor 
analysis, ANOVA, and mediation analysis for provided scenarios.   
The results will be useful for hotel managers to reduce perceived health risk and 
to enhance positive consumers’ booking intentions.   
 
Keywords: Hospitality Industry, Health Risk Perception, Booking Intention, Covid-19 
 
Introduction 
Covid-19 has become a challenge for the hotel industry and made vital adjustments concerning 
many processes taking place at the hotel and outside of it. The number of travelers has 
decreased, borders are closed, a lot of additional expenditures should be made to provide the 
needed level of safety measures that leads to losses in the industry. Nearly 65% of hotels 
currently remain at or below 50% occupancy (Shing&Kang, 2020). Despite the fact, that leisure 
travelers have raised average hotel occupancy since the low of 24.5% in April, many hotels are 
still at risk of closure or are unable to return its staff back due to dramatically low occupancy.  

Due to the recent pandemic, people extremely care about their safety and social 
distancing that leads to a decrease in the number of tourists and hotels’ revenues, e.g. OECD 
estimates 60% decline in international tourism in 2020, rising to 80% if recovery is delayed until 
December (OECD, 2020). International tourist arrivals declined 65% in the first half of 2020 
over the same period last year, with arrivals in June down 93% (UNWTO, 2020). 48% of U.S. 
travelers canceled their trips, and 43% of them limited their travel plans (Shing&Kang, 2020). 
This means that reducing perceived health risk is a key strategic point for attracting tourists. 
According to the previously made research, factors that can influence the perceived health risk 
are:   

 dynamics and number of Covid-patients in the city/country (destination risks). 
 tourist attributes (customer-level factors). 
 compliance with new healthcare standards (hotel-level factors).  
The research goal is to identify the impact of these factors on perceived health risk and 

hotel booking intention of consumers. We expect that higher compliance with health care 
standards by hotels leads to lower perceived health risk that results in higher booking intention, 
where health risk is considered to be a mediator. Additionally, a higher number of people with 
Covid in the country results in higher perceived health risk lowering booking intention. 
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Literature review 
There are not a lot of academic research on changes in travelers’ behavior have been made so far 
since the current situation is quite new for the whole world. Previous studies were concerned 
about classifying different travel-related risks. Roehl and Fesenmaier (1992) divided such risks 
into physical-equipment, vacation, and destination risks.  Cahyanto (2016) and Novelli (2018) 
investigated how infectious diseases change travel behavior in the long term. Health risks 
perceptions and proactive behavior was the goal of research made by Chien (2017).  Personal 
traits that lead to different levels in resilience to risks were also part of previously made research: 
personality traits (Lo et al., 2011), knowledge and visit experience (Sharifpour et al., 2014), 
sociodemographic factors (Reisinger&Mavondo, 2005). Therefore, these three elements are 
included in the study. So, personal attributes can influence decision-making in relation to 
percieved risk. 

 
Hypothesis 1: Tourist attributes (traits, travel experience, sociodemographic factors) 

influences on the perceived level of health risk. 
The unwillingness to travel in the recent pandemic is closely connected with high health 

risk (Shin&Kang, 2020), that is one of the main concern for most tourists when they visit hotels 
currently. That is why the dynamics and number of Covid-patients as the indicator of a pandemic 
situation is related to health risk. Thus, we hypothesize: 

 
Hypothesis 2: Dynamics and the number of Covid-patients in the city/country are 

positively associated with the health risk of consumers. 
Social distancing is vital for reducing health risk during the pandemic (Zeng, et al, 2020). 

Thus, high expected interactions with hotel staff are likely to increase perceived health risk by 
tourists. Thus, we hypothesize: 

 
Hypothesis 3: Face-to-face contact with hotel staff is positively associated with the 

health risk of consumers. 
When tourists are aware of the fact that advanced cleaning technologies are implemented 

at hotels, they are supposed to have higher levels of expected cleanliness, resulting in lower 
levels of health risk (Zemke et al., 2015). Thus, we hypothesize: 

 
Hypothesis 4: Disinfection and cleanliness are negatively associated with the health risk 

of consumers. 
According to the theory of perceived risk, consumers feel uncertainty in decision-making 

process and that causes negative consequences (Shin&Kang, 2020). Thus, we hypothesize: 
 
Hypothesis 5: Health risk is negatively associated with the booking intention. 
 
To sum up, our research model consists of three groups of factors: 
1. Destination risks factors: dynamics and number of Covid-patients in the 

city/country [3].   
2. Tourist attributes factors: sociodemographic factors, travel experience, fear of 

getting sick. 
3. Hotel-level factors: compliance with safety measures, possibility to avoid direct 

face-to-face contacts with personnel, recent reviews about disinfection and cleanliness in the 
hotel. 

Within avoiding direct contacts there will be several issues: mobile check-in, a mobile 
application for requests or mobile portals, robotic cleaning [2].  

The research model is given below (fig.1): 
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Figure 1. The research model 
 
Methodology 

To test the research model, we conducted the study aimed to identify the real importance 
of three groups of factors for traveler’s choice and impact on booking intentions. For the 
evaluation of destination risks factors: objective (number of patients to thousand, percentage of 
new cases from statistics [3]), and subjective (primary data from the questionnaire) data will be 
considered. For the tourist attributes factors, primary data will be used, collected from the online 
questionnaire. For the hotel-level factors examined data from: hotel website, reviews from social 
networks, news feeds. Also, the impact of mentioned technological factors, that allow reducing 
direct contacts with hotel personnel, on the perceived health risk is measured according to 
answers of respondents.  

The online questionnaire is created in Google Forms. It includes questions regarding the 
research constructs: perceived destination risk; tourist attributes information (age, occupation, 
level of education, travel intentions, fear of getting sick); the importance of hotels’ compliance 
with healthcare standards (avoiding face-to-face interactions, disinfection & cleanliness, attitude 
to new technologies, the importance of the recent reviews about the hotel. There are 23 questions 
in these sections. To measure the importance of three groups of factors (destination, tourist’s 
attributes, hotel-level) for the respondent there are additionally 5 cases suggested for the 
evaluations. In these cases, factors are mixed. 

The Likert scale from 1 to 5 is used in order to measure the level of respondents’ 
agreement with the statement (1 – completely disagree, 5 – absolutely agree). The first question 
of the questionnaire has a cutting-off character and sounds like “are you ready to travel in the 
current epidemiological situation” to exclude respondents who are not ready to travel until the 
pandemic will be over. This will be the limitation of the study that helps to make managerial 
implications for hotels that are opened in the current pandemic. 

Initially, a pilot test with 5 participants was conducted to assess the clarity and 
conciseness of the questions and items. Participants are stimulated to give qualitative feedback. 
Their reviews were used to enhance the wording and general layout.  

After enhancing our questionnaire, we use it to gather data from the respondents. The 
research is still in progress. The collected data will be analyzed in IBM SPSS Statistics, applying 
Factor analysis, ANOVA, and mediation analysis.  

 
Expected results 
We suggest that higher compliance with healthcare standards by hotels leads to 
lower perceived health risk that results in higher booking intention, where health risk is 
considered to be a mediator.  
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At the same time, the higher level of personal contact with staff leads to 
higher perceived health risk. As for perceived destination risk factor, a higher number of people 
with Covid-19, and negative dynamics in the city/country results in higher health risk.  

Finally, higher health risk results in lowering booking intention.  
Based on tourist’s data and revealed factors we conduct cluster analysis and find out if 

there are customer segments with similar personal attributes and what factors affect them. 
Overall, we expect that perception of factors and their impact on tourists’ booking 

intention will be revealed in the result of the current research. Moreover, we hope to provide 
recommendations in order to deal with negative aspects of factors’ perception having an 
influence on consumers’ decision-making process based on the results of the research. 

 
Managerial implications 
Firstly, this study gives managers general insights on how destination risks, hotel-level, and 
personal attributes factors can influence the booking intention of tourists. There is a list of 
certain measures can be taken by hotel managers to increase the attractiveness of the hotel to 
consumers.  

Secondly, for the development of a communication strategy, marketers can address 
messages and images that reduce perceived health risks and target their messages to the 
consumer groups highlighted in the report. 

Thirdly, the results will be appropriate to adjust the current hotel strategy towards 
attracting tourists, who pay attention to new technologies that reduce face-to-face contact with 
the hotel staff. For instance, to reconsider managers views on providing technology-mediated 
services as they are supposed to be a key hotel health-risk reduction strategy in the recent 
pandemic. Moreover, to analyze the sufficiency of the information concerning healthcare 
standards in the hotel and forms of its provision to tourists in order they could feel safe 
(information desks, leaflets, etc.). 

In general, the research indicates the need for hotel management to have a proactive 
managerial plan to deal with negative aspects of pandemic and overcome them.  

 
Limitations 
First, the research is limited by the region/country of the study (Russia). This means that 
conducting research in other countries could create different results. Thus, further research might 
examine the perception of the factors by tourists in another region comparing them with the 
existing results.  

Second, the study is limited to people who are ready to travel even in the pandemic. 
Probably the biggest group of tourists who prefer not to travel and their motives are not 
considered in the paper.  

Third, respondents are not asked about a specific hotel brand. Thus, future research can 
be enriched using information on particular hotel brands and loyalty to them. 
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Abstract: 
Panic buying can have a negative impact on individuals, businesses, and society to varying 
degrees. Therefore, it is necessary to understand the causes so that the relevant subjects 
can take response measures during this significant time. However, there is little research on 
the causes of this phenomenon, so it is worth exploring. This paper examined the different 
factors that influence panic buying and hoarding of food during the COVID-19 epidemic in 
China. The study tested the model of the theory of planned behavior to evaluate 
independent variables such as perceived quality, perceived scarcity, perceived threat, 
savings, and price sensitivity that will influence behavioral intention to hoarding or 
intention to panic buying. Regression analysis was used as the statistical tool to measure the 
relationships among variables. This paper provides some insights for enterprises and 
governments to alleviate some of the negative effects of panic buying during China's 
COVID-19 epidemic. 
 
Keywords: COVID-19, Panic Buying, Hoarding, Theory of Planned Behavior, China 
 
Introduction  
COVID-19 is a highly infectious disease caused by severe acute respiratory syndrome 
coronavirus (SARS-CoV-2), with a fatality rate of about 2% (Xu et al., 2020). It originated in 
December 2019 in Wuhan, China. Since then, it has spread rapidly and evolved into a pandemic 
sweeping the world. Based on the data of July 26, 2020, COVID-19 has affected 216 countries, 
areas, or territories, with 15,785,641 confirmed cases and 640,016 deaths (WHO, 2020). As the 
outbreak of COVID-19 continued, the Chinese government took the lead in taking response 
measures. Wuhan, the worst-hit city, was cut off from all channels with the outside world, and 
people in other areas were also required to stay at home and reduce unnecessary outings. Most 
businesses and public places such as shops, restaurants, and cinemas were mandated to shut 
down.  

The pandemic has had a significant impact on consumer behavior. In particular, disease 
outbreaks, natural disasters, or unexpected events often trigger panic buying and hoarding 
behavior. For example, the Fukushima nuclear accident in Japan in 2011 caused panic buying 
among Chinese consumers (Pierson, 2011). There were rumors that iodized salt can help protect 
against nuclear radiation, so many people flocked to supermarkets to buy iodized salt, and the 
shelves were swept clean overnight.  

Panic buying continued during the pandemic, with people stocking up on dry food, hand 
sanitizers, and other items. Even some medicines, such as Shuanghuanglian oral liquid (双黄连
口服液), a traditional Chinese medicine syrup used to relieve symptoms such as fever, cough, 
and sore throat, were snapped up after being reported to be resistant to COVID-19 (Gan, 2020). 
However, in many cases, people were deceived by false information. Just like iodized salt cannot 
prevent nuclear radiation, nor can Shuanhuanglian fight against or protect an individual from 
novel Coronavirus infection. Panic buying can cause negative effects: 

1. It causes chaos and destroys social stability, thus putting pressure on government 
regulation. 

2. Some unscrupulous merchants may deliberately drive up prices and disrupt 
market economic order. 

3. It will affect people's psychology and make them more anxious. 
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Therefore, this paper aims to identify the factors that lead to consumers' panic buying and 
hoarding behavior to mitigate the negative effects.  

 
Literature Review  

2.1 Panic buying 
Buying behavior is the result of environmental stimuli, individual emotions, and 

cognitive states (Xu et al., 2014). Environmental changes mirror consumer behavior changes. So, 
when unfortunate events happen, people react by changing their behavior. One such changes are 
panic buying, a group’s abnormal purchasing behavior under an emergency (Yuen et al., 2020). 

Panic buying is usually a result of fear and anxiety and social influences such as 
community or social media (Yuen et al., 2020). According to Chen (2020), it is an irrational 
consumer behavior associated with hoarding, which brings negative impact: First, it puts more 
pressure on the supply chain. Second, as demand exceeds supply, retailers can take the 
opportunity to raise prices so that customers have to pay more than ever. Lastly, shortages 
caused by hoarding make it difficult for vulnerable groups such as the elderly and the disabled to 
access products.  

 
2.2 Food hoarding 
Hoarding is an act of accumulating large quantities of goods, which often occurs when 

people perceive that the supply of goods is about to become scarce (Sterman & Dogan, 2015). 
During the COVID-19 pandemic, a lot of people engaged in stocking up on water, food, toilet 
paper, and even things they never bought before.  

Herd mentality is an important psychological factor for people to hoard; it is defined as 
the individual’s tendency to make choices based on the behavior of the group (Yuen et al., 2020). 
When the panic caused by the epidemic spreads everywhere, it is difficult for consumers to think 
and judge independently and rationally. They will want to rely on others and follow the public’s 
choices, which can save their time and cognitive effort. Also, people will get a sense of security, 
comfort, and preparedness by owning a lot of goods that may be scarce later (Yuen et al., 2020).  

 
2.3 The Theory of Planned Behavior model 
In this study, we use the theory of planned behavior (TPB) as an overarching theory, as 

previous researches have shown that the TPB model can be used to predict and explain an 
individual's intention to engage in a specific behavior (Ajzen, 1991). So, we use this theory to 
explore the thought process and influencing factors of panic buying and hoarding of food during 
the pandemic.  

Many behaviors in daily life are said to be controlled by the intention (Fishbein & Ajzen, 
1975). Behavior Intention can be understood as the degree to which a person makes a conscious 
plan to carry out a specific future behavior. The factors are affecting behavioral intention: 
attitude, subjective norm, and perceived behavior control.  

According to Ajzen (1991), attitude is an individual's positive or negative evaluation of 
the behavior. Subjective norm refers to the social pressure individuals feel about whether or not 
to take a specific action. Generally speaking, when a person perceives the expectation or 
pressure of someone important to him and thinks that he should do something, he is likely to do 
it. Perceived behavior control means the degree of difficulty an individual perceives to perform a 
specific behavior. Usually, when an individual anticipates a situation coming in and thinks that 
he has a lot of resources and opportunities to go about it, he's said to have a good behavior 
control practice.  
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2.4 Conceptual framework and hypothesis development 
2.4.1 Perceived quality 
Perceived quality is the customer's judgment of the overall quality of a product or service. 

It can also be defined as the customer's perception of a product's superiority over its intended use 
or its substitute (Zeithaml, 1988).  

As this paper mainly discusses people's panic buying and hoarding of food, food quality 
becomes the focus. Food quality is one of the most crucial factors affecting purchase intention 
(Sulek & Hensley, 2014). The epidemic has raised concerns about food quality, leading people to 
buy and store large quantities of existing food.  

The origin of the food is also a concern for consumers. Nielsen's epidemic investigation 
(2020) has found that consumers have begun to avoid products that are transported over long 
distances with multiple contacts. In particular, they prefer to buy local dairy products and fresh 
agricultural products. Therefore, a lot of people rush to local supermarkets to buy fresh 
products. Therefore, the hypotheses are: 

H1a: Perceived quality will influence a person's behavioral intention to panic buying. 
H1b: Perceived quality will influence a person's behavioral intention to hoarding.  
 
2.4.2 Perceived scarcity 
Pandemic affects the supply chain, leading to the scarcity of some goods. Typically, 

things that are difficult to obtain are always more popular than things that are easy to source 
(Lynn, 1992). In other words, scarcity can arouse potential consumers' interest and stimulate 
their buying desire. Therefore, when consumers encounter product scarcity, they are likely to be 
triggered to buy the product before other consumers buy it. 

Perceived scarcity also triggers people's anticipated regret and concerns about the future 
availability of their favorite goods (Gupta & Gentry, 2019; Lynn, 2013). Regret is an emotion 
that most people try to avoid. Some work found that people tend to make choices that minimize 
regret rather than minimize risk (Hetts et al., 2000). The scarcity caused by pandemic gives 
people a feeling that if they don't buy what they want now, they won't be able to get it later. In 
order to avoid regret later, people choose to buy and stock up on food right away. Therefore, the 
hypotheses are: 

H2a: Perceived scarcity will influence a person's behavioral intention to panic buying.  
H2b: Perceived scarcity will influence a person's behavioral intention to hoarding.  
 
2.4.3 Perceived threat 
People develop a risk perception of situations when facing a health crisis (Wen et al., 

2019). They will also take the initiative to take self-protection behavior to minimize the risk 
(Yuen et al., 2020). According to Bish and Michie (2010), protective behaviors against 
epidemics are divided into three categories: prevention, avoidance, and behavior management. 
Preventive behavior includes disinfection, hand washing, mask-wearing, etc. Avoidance 
behavior is primarily about reducing contact with others, such as not going to crowded places or 
taking public transportation. Management of disease behavior includes taking antiviral drugs and 
seeking professional help. Implementing these three kinds of protective behaviors requires 
people to purchase products such as hand sanitizer, disinfectant, and mask, which leads to panic 
buying. Therefore, we can speculate that the perceived threat of a health crisis will trigger panic 
buying behavior.  

Psychological literature suggests that risk aversion drives a person's intention to hoard 
food (Sheu & Kuo, 2020). To reduce the risk of contracting the disease, people choose to stay at 
home instead of going out. However, staying at home for a long time requires an adequate food 
supply, which encourages people to hoard food. Also, sufficient supplies will bring people a 
sense of security (Sheu & Kuo, 2020). In this regard, hoarding gives people to seek 
psychological comfort. So, it is conceivable that the perception and avoidance of risk will 
increase people's willingness to hoard food. Therefore, the hypotheses are: 



 

229 
 

H3a: Perceived threat will influence a person's behavioral intention to panic buying.  
H3b: Perceived threat will influence a person's behavioral intention to hoarding. 
 
2.4.4 Savings   
The precautionary savings model suggests that households tend to hold more assets when 

facing massive income uncertainty (Murata, 2003). As mentioned before, the epidemic has 
caused a recession in China and even the world economy. Many companies and factories were 
closed during the epidemic, resulting in a large number of people losing their job. Income 
uncertainty may drive people to accumulate more wealth to cope with risk. But, this also 
indirectly affects people's buying behavior. Some people also speculate that the demand for food 
will increase so rapidly after the outbreak that it will exceed the supply and eventually lead to the 
rise of food prices. So, they tend to buy a lot of food before the outbreak to feel secure about the 
future. Therefore, the hypotheses are: 

H4a: Savings will influence a person's behavioral intention to panic buying.  
H4b: Savings will influence a person's behavioral intention to hoarding. 
 
2.4.5 Price sensitivity  
Consumers form a perception of a product's price by comparing the market price with the 

internal reference price (Janiszewski & Lichtenstein, 1999). Many studies have shown that 
consumers' subjective price perception significantly influences their purchase intention 
(Hampson & McGoldrick, 2013). In general, there is a negative correlation between price and 
purchase intention. When the price of a product goes down, people's buying intentions go up. 
The epidemic may cause products to fail to sell, thus promoting merchants' low-price promotion 
activity. Low prices stimulate consumers to hoard even products they don't need. Also, expected 
prices can affect consumer behavior. The prediction that food prices will rise due to the outbreak 
will prompt people to rush to buy goods before the outbreak. Therefore, the hypotheses are: 

H5a: Price sensitivity will influence a person's behavioral intention to panic buying.  
H5b: Price sensitivity will influence a person's behavioral intention to hoarding.  
 
Based on the theoretical framework and discussion above, this study proposes a 

conceptual model as shown in Figure 1. 
 

 
Figure 1. Conceptual Model 



 

230 
 

 
Conclusion 
This study provides ideas and insights for the factors that influence panic buying and hoarding of 
food during the COVID-19 epidemic in China. For businesses, a surge in demand does increase 
their sales in the short term, but they also face the risk of supply chain disruption. This study 
enables enterprises to understand customers' real needs to increase the production of required 
products and ultimately increase sales. Also, understanding the causes of panic buying and 
hoarding can prompt businesses to think about how to actively respond to the unpredictable or 
unavoidable events that may occur in the future. They can prepare ahead of time instead of being 
in a passive situation all the time. 

However, the current study has some limitations. Due to the limited scope of the survey, 
the number of participants in this survey is small, and the age distribution is uneven. Therefore, 
to have an objective and comprehensive understanding of this topic, long-term and large-scale 
research are needed in the follow-up.  
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Abstract: 
One of the hardest hits by anti-coronavirus restrictions is the air transport market. Post-
crisis recovery leads carriers to change consumer behavior of passengers and transform 
the value proposition. We determined main directions of airlines value proposition 
transformation in historical and post-COVID-19 perspective and compared airlines 
intentions about value proposition development and passenger’s mental process of 
choosing airline. We based our research on the cluster content analysis of 902 research 
articles since 1984, which were published in Web of Science, Scopus, comprehensive case 
study, and a survey of 808 passengers on domestic routes in April 2020. As the main 
conclusion, we highlighted the dissimilarities between airlines intentions to expand the 
number of services and, passengers mental process of choosing airlines, where differences 
of services do not determine their consumer choice.  
 
Keywords: Airlines Value Proposition, Airline Passenger Behavior, Russian air Transport 
Market, Customization Strategy in The Airlines Industry 
 
Introduction 
Passenger airlines are a driver of world transport system development. Airlines can be 
characterized as a stable industry, which main indicators show a positive growth rates both at the 
global and regional level. Coronavirus pandemic, which began in 2020 took airline industry in 
extremely difficult conditions: complete closure of international flights and a significant loss in 
passenger traffic for in-country flights during the high season (from April to September). 
However, despite the seasonality, carrier representatives are cautious in their forecasts for the 
restoration of flights, recognizing the industry as the most affected by the restrictive measures. 
The recommendations of the regulatory authorities in the field of the sanitary and 
epidemiological regime on board also do not inspire optimism. In this regard, we are faced with 
the question of determining the post-crisis configuration of the value proposition as a factor in 
restoring passenger traffic. 

The purpose of the work is to study the evolution of the value proposition of airlines and 
identify the topical crisis in the industry caused by the pandemic and use its changes for Russian 
airlines on regional routes. Temporary changes in the value proposition have been transported in 
the past, analysis of the current situation and anticipated changes are impossible without a 
retrospective look at these changes. 

 
Theoretical framework 
In case of chronological analysis of airlines value chain evolution, firstly, we conducted a 
literature review. Initially, we collected research papers from Web of Science (hereinafter – 
WoS) and Scopus. Following “airlines value proposition” request we collected 492 papers from 
WoS (1992-2020) and 542 articles (1984-2020) in Scopus.  

Secondly, we conducted complex bibliometrix analysis in R Bibliometrix, where cluster 
analysis using keywords, made it possible to identify the stages of airline value proposition 
development.  For uniform approach to value proposition description we used J. Lampel and   H. 
Mitzberg approach:  pure standardization, segmented standardization, customized 
standardization, tailored customization, and pure customization [Lampel & Mintzberg, 1996]. 

At the first stage there is fuss-service national career (hereinafter – FSNC), which value 
proposition characteristics are determined by the regulatory bodies depending on the tasks 
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assigned to the airlines [Button, 2008] and could be described as “pure standardization”, which 
took   the extreme polar position on value proposition continuum. 

Crisis event of the 1980s led, on the second stage, to new value proposition 
configurations: the division of FSNC into two categories following Porter’s strategies: cost 
leadership and differentiation. There were low-cost airlines (hereinafter – LCC) and full-service 
career (hereinafter – FSC) [Adrangi et al, 1996]. At the same time, there were sub-types of airlines at 
each of poles: for FSC its premium and network career [Gillen, Gados, 2008], for LCC it’s 
“southwest copy-paste”, as a copy of the first low-cost airline [Doganis, 2001], “ultra LCC” as 
one where cash flow is generated by non-airline services [Klophaus et al, 2012],“ long-haul 
LCC” as a model of LCC for long flights [Flint, 2003] and “cost-cutters LCC”, which once 
belonged to the category of full service airlines, but, over time, that began to reduce the cost 
[Bachwich, Wittman, 2017]. 

In terms of the Mitzberg continuum, the differentiation of airlines at the second stage 
moved from “pure standardization” to “segmented standardization”, where, depending on the 
price sensitivity of the passenger, carriers offered different sets of services. 

Next, third stage of airline value proposition development associated with new 
configurations: reginal (RC), charter (CC) and feeder airlines (FC) [Ionides, 2004]. Motivation 
of this shift started from the limited profitability due to strong differentiation. Airlines tried to 
solve this issue, on the one hand, throw new value proposition configuration and, on the other 
hand, throw alliance and non-alliance cooperation in fleet, flight geography and revenue 
management. 

Alliance and non-alliance cooperation continued development on the fourth stage by 
“hybrid” career (HC), where airlines tried to give a service for different types of passengers on 
different routes [Lohmann, 2013].  

Following list of airline value proposition types, we classified Russian airlines. 
According to the results, the two polarities FSNC and LCC are occupied by Aeroflot (AFL) and 
Pobeda (PBD), the rest are distributed between FSC, RC, CC. The spin-off of UTair (UTA) is 
due to its separate unique position on the market - a hybrid company. 

In summary, one of the most relevant options seems to be work on segmented or 
individualized standardization, which raises research questions about the appropriateness of this 
approach and cost management methods. 

Q1: Where do airlines see their value proposition evolving? 
Q2: How do airlines manage profitability while customizing their value proposition? 
Considering the value proposition from the passenger's perspective, it is interesting to 

trace the influence of the level of customization of carrier services on consumer behavior. The 
crux of the problem lies in the fact that increasing the level of customization poses the task of 
choice for each client. The literature on choice architecture is not clear about the direction of the 
influence of increased choice on customer behavior [Simon, 1955]. 

H1: The level of customization of airlines' ground and flight services is a factor in 
consumer choice of a carrier on regional routes. 

The assumption that the level of customization of services is a factor in consumer choice 
does not mean that this factor is the only one. Passengers, especially in times of crisis, are price 
sensitive. 

 
Method 

At the first stage, we selected airlines for further analysis. Based on airline value 
proposition configuration we selected airlines: as a FSC Siberia (SBI), Ural Airlines (SVR), as a 
RC (Azimuth (AZO), Severstal (SSF), as a CC (North Wind (NWS), Red Wings (RWZ), as a 
HC (UTA) For each of them, trial purchases of air tickets were carried out in order to form 
quantitative chains of passenger service. A quantitative assessment of the breadth of services is 
presented in Table 1. 
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Table 1. Airlines value chain 
 

Element SBI SVR AZO SSF NWS RWZ UTA 

Pre-flight 33 27 20 22 25 16 31 

Booking platforms 3 3 3 2 2 3 3 

Flight direction selection 2 1 1 1 2 2 1 

The breadth of tariff line 4 5 5 10 5 3 5 

Unique options in tariff 12 7 4 6 7 3 9 

Number of additional services 3 5 3 1 2 3 4 

Options of seat choosing 2 2 1 1 4 1 4 

Types of payment 6 3 3 1 2 1 3 

Transfer options in the departure airport 1 1 0 0 1 0 2 

In-flight 12 13 5 2 9 1 20 

Options of airport services 4 3 1 1 2 0 5 

Number of additional meals services 7 7 4 1 7 1 9 

Personal comfort utilities 1 3 0 0 0 0 6 

After-flight 35 21 4 1 22 0 26 

HoReCa services 1 1 0 1 0 0 2 

Transfer options in the arrival airport 2 2 0 0 2 0 2 

Number of levels in frequent flyers program 8 3 2 0 4 0 4 

Number of options in frequent flyers program 11 9 1 0 10 0 13 

Miles accrual options 6 2 1 0 3 0 3 

Mileage redemption options 7 4 0 0 3 0 2 

Totally 80 61 29 25 56 17 77 

 

The value chain building on the part of the airlines laid the foundation for quantitative 
verification of the conclusions about the direction of the development of the value proposition 
and the practices of managing the amount of costs. On the part of passengers, it served as a tool 
to determine the basis of perception of differences between airlines. 

Collection of material for Q1, Q2, carried out during the interview. The sample of 
participants is represented by heads of airline marketing divisions. The structure of the interview, 
conducted in April 2020, was composed of three blocks of questions about the short- and 
medium-term directions of development of the value proposition and practices of profitability 
management while increasing the level of customization. For verification purposes, a qualitative 
comparative study (QCA) was carried out. 

The second part of the empirical study deals with the identification, on the part of 
passengers, of differences in airline value proposition configurations. In this direction, the 
characteristics of consumer groups were initially determined. 

As a method, multidimensional scaling (hereinafter - MDS) is used, as a way of spatial 
display of the magnitude of differences between the analyzed entities, in our case, airlines. To 
collect data, a questionnaire was developed containing 5 blocks of questions, where four of them 
correspond to the selected configurations of the value proposition, the fifth block is made up of 
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socio-demographic characteristics. The question of personal perception of the degree of 
differences in the range of services of airlines was available to participants only when they had 
flight experience with two of the compared airlines. The assessment of the degree of differences 
was carried out using a 5-point Likert scale, where 1 - the set of airline services does not differ; 5 
- the range of airline services varies significantly. 

The log files of flights tracked on Flightradar 24 were used as characteristics of the 
general population. The questionnaires were distributed from 04/21/2020 to 04/26/2020 using 
targeted advertising and mailing according to the characteristics of the general population. The 
total number of submitted questionnaires was 87402, 808 completed forms were returned. The 
final sample is represented by 651 questionnaires. The geography of the respondents ranged 
from Kaliningrad to Yekaterinburg, from Murmansk to Sochi. 

 
Empirical results 
According to the results of transcription, in the short term, there is a consensus on increasing the 
level of customization, both in the short and medium term. Taken together, this formulates an 
answer to the research question on the directions of development of the value proposition of 
airlines (Q1). 

The block of interviews related to the practices of airline profitability management (Q2) 
made it possible to single out the main tool for managing the amount of costs - cross-subsidizing 
of tickets for passengers of different service classes and directions of flights, or the use of 
pyramidal profit structures. 

For the QCA, the results are converted to variables. Thus, the presence of hub airports, 
infrastructure and partner networks (airport_infr), the level of competition on routes 
(competition), as well as the current level of customization at all stages of service (service) 
positively influences the propensity of the carrier to increase the level of customization. The 
number of destinations in the general geography of flights for which the airline receives federal 
or regional subsidies (state_money) was indicated as a negative factor. The analysis results are 
presented in table 2. 

 
Table 2. Results of qualitative comparative research 

 
Model raw cov unique cov cons 

Complex decision    

~state_money*competition*service .5075 .5075 .6590 

Least conditions model    

~state_money .5625 .5625 .6818 

 

The influence of the factor of the current level of customization as a predictor of the 
airline's propensity to increase it was confirmed. For the level of competition on routes, the 
expert opinion on its direct influence on the propensity of the carrier to increase the level of 
customization was confirmed. The third of the presented factors (state_money), both in the 
complex model and the model with the least conditions, confirmed the experts' conclusions about 
its negative impact on the propensity to increase customization. 

The data presented clearly indicate that, firstly, the greatest choice is concentrated in the 
pre-flight stage of service, which is associated with the purchase of an air ticket, and it is in this 
phase that airlines have the greatest chances to expand customer journey options. Secondly, the 
lower values of the breadth of services at the flight stage of service, as noted during the expert 
interviews, are associated with physical limitations of the factors of on-board service. 
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Evaluating airlines' findings from a passenger perspective, the perception of differences 
obtained by overlaying the MDS results is presented in Figure 1. 

 

 

 

Figure 1. Airlines differences visualization 
 

The spacing between the dots reflects the degree to which the airlines' service mix is 
perceived by passengers. Moving on to the interpretation of the axes of differences, we note that 
this part of the study does not lend itself to formalization and is based on the analysis of objects 
that are most widely spaced along a certain axis (dimension). 

Measurement 1: Polar values occupy UTA and SBI. Values corresponding to the 
distribution were found in the ticket purchase rate, which for online sales is measured by the 
minimum number of clicks from the moment of choosing a flight to the moment of payment 
[Park et al, 2004]. For airlines, the values were: UTA - 5 clicks; SVR - 7 clicks; SSF - 7 clicks; 
RWZ - 8 clicks; NWS, AZO - 8 clicks; SBI - 11 clicks. Note that the number of clicks is a 
consequence of the level of customization (in general, an increase in the level of customization 
leads to an increase in the number of clicks), but this influence is mediated by the user interface, 
which may be more or less convenient. 

Measurement 2. Here the polarities are NWS and RWZ. Let us note the connection with 
the percentage of occupancy of passenger seats, which is not a characteristic of the level of 
customization of services, but can affect the speed of service at the flight and ground stages of 
working with a passenger and, thus, remain in the passenger's memory as a significant factor 
associated with a flight by a particular airline. 

Dimension 3: The third axis is unambiguously interpreted in the level of development of 
the loyalty program, where the upper part of the graph is represented by carriers without loyalty 
programs, and a downward movement indicates the expansion of its options. Considering the 
frequent flyer program in a more focused manner, the visual interpretation is most consistent 
with the breadth of local currency write-off options. Thus, hypothesis H1 is only partially 
confirmed with regard to the level of customization of individual elements of the loyalty 
program. 
 
Conclusion 
For the most part, airlines are aiming to shift from a strategy of segmented standardization of air 
transportation services to a strategy of customized standardization, which, on the one hand, will 
allow attracting new segments of passengers, and on the other hand, increase the level of 
customer satisfaction and stimulate repeat purchases. At the same time, hypothesis H1 is not 
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empirically supported. The choice itself is not a differentiating factor, and therefore something 
important for the passenger. 

Revealed consumer indifference carries good news and bad news for service providers. 
The bad news is that the high level of customization for the client is not an attractive factor. The 
good news, however, is that it does not make her any less attractive to the passenger. At least at 
the current level of complexity of the selection tasks assigned to the client. This allows us to 
solve two problems: reducing the level of costs for the provider and keeping the growth of prices 
for services, which attracts new groups of customers. However, increasing the level of 
customization, the company presents the client with difficult selection tasks. The solution to 
these problems is the work of the client. Up to 12 tools for solving this problem are identified in 
the literature [Johnson, 2012]. Measures related to the creation of default options and the 
historical memory of selected options for members of the loyalty program seem to be most 
applicable for airlines. The question of finding a balance in the breadth of services, therefore, lies 
in the technical capabilities of the aircraft and the level of complexity that passengers are ready 
to accept when choosing an airline. 
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Abstract: 
Personalization in marketing has a strong impact on customers due to its customer 
centricity and customer’s needs recognition for further maximization of intermediate and 
future business opportunities. New reality of COVID-19 changes the landscape of customer 
behavior and also influences the way the personalization is built by the firms and the ways 
it is perceived by the customers in current extensive relocation to the online procurements. 
Therefore, the purpose of this research is to investigate personalization in marketing from 
firm perspective and therefore develop the set of potential strengths and weaknesses of 
personalization in the new reality. This research is conceptual; it analyses the theoretical 
foundations of personalization and further incorporates interviews of Russian firms’ 
representatives and available statistics on customer behavior since the beginning of social 
distancing in March 2020. As a result, the set of current developments and further positive 
or negative possibilities is established. Theoretical implications relate to enriching 
knowledge on personalization as a customer-oriented marketing strategy and identification 
of further theoretical links in new reality. Managerial implications relate to the firms' 
increased needs of technological advancement for customers' larger personal data 
processing to establish better individual approach and secure trust, and improved 
consumer learning.   
 
Keywords: Personalization, Emerging Markets, Electronic Commerce 
 
Introduction  
During the times of instability in the business caused by the new reality of COVID-19 firms are 
more likely to look for the marketing strategies conducted online in order to improve their 
positions among the competitors. One of such strategy is personalization, which is   defined both 
as a “a customer-oriented marketing strategy that aims to deliver the right content to the right 
person at the right time, to maximize immediate and future business opportunities” [Tam and 
Ho, 2006, p. 867] and as ”the matching of advertising content and vendors’ services with 
customers based on their preferences and individual needs” [Turban et al, 2015, 418].  

The tools of personalization are highly utilized in developed and emerging markets, and 
this strategy has both positive and negative consequences. The analysis of the behavioral path of 
the consumer as well as the understanding of the information allocation may lead to the analysis 
and utilization of the personalized recommendations, which appear on the companies’ internet-
stores [Gai, Klesse, 2019; Lambrecht, Tuckerm 2013]. Different types of such recommendations 
react to particular types of consumers’ behavior and particular preferences of the consumers. 
Additionally, the customer relationship management is also supported by the proper utilization of 
data collected and processed [Rust, Huang, 2014; Park, Fader, 2004]. It is also discussed whether 
the technology (with the example of the web-site being the “representative”) is useful as the 
service provider in terms of consulting, assisting with the purchases, and customer support 
[Giebelhausen et al, 2014].  

However, the negative consequences of personalization are related to certain concerns, 
especially in terms of personal data accumulation. Data breaches [Janakiraman, Lim, 
and Rishika, 2018; Martin, Borah, Palmatier, 2017], data leaks [Kumar et al, 2016], unfaithful 
use of the collected data [Fitzsimons, Lehmann, 2004] harm and hurt not only the individual or 
legal bodies directly or indirectly involved in such accident but also the overall perception of the 
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personal data collection and use, its necessity, ethicality, purposefulness. Such precedents evoke 
the privacy concerns, which further influence the behavior and decisions of people.  

This research aims at untangling the potential strengths and weaknesses of 
personalization in the context of new realities of changing economy. For this purpose, this 
coneptual study refers both to theory for establishing the theoretical framework of further 
anticipated trends and the quotes of business representatives. The resulting set of possible 
strengths and weaknesses of personalization contributes both theoretically by identification of 
evolving trends in theory, and managerially by emphasizing the aspects of operations that are 
worth of greater attention.   

 
Theoretical background 

2.1 Approaches to personalization  
There are numerous challenges in the use of personalization due to its multistage nature. 

Personalization is conducted through the use of anthropomorphization (interacting messaging: 
chatbots, intelligent agents, conversational agents) and, but not limited to, personal 
recommendations (based on the type offer the selection of products formed on customer’s prior 
purchase history or other similar customers’) [Bleier, Eisenbeiss, 2015; Martin et al., 2017].  

 
2.2 Personalization as a strategy to add value to the firm-consumer communication 
Personalization is fueled by the data, and the data is crucially required for firm-consumer 

communication. Data collection of the consumers allow to estimate their online behavior and 
develop the particular content and quantity of the personalized advertisement presented at their 
web-page [Aguirre et al, 2015]. According to the same authors, there is also a concern about the 
personalization paradox, which implies that customers adoption and service relevance requires 
higher personalization, which in turn leads to the increase in the customers’ sense of 
vulnerability and lower adoption rates. It this regards, there is an important issue of the 
integration of the social media in the equation and the level of the permission the customers may 
give for their personal data collection and processing.    

 
Results and Conclusions  

According to the Table 1, there certainly is need for further implementation of 
personalization from the point of view of firms, however, the potential strengths allow the firm 
to enhance the consumer-firm communication and use the accumulated data.  

 
Table 1. Personalization in Marketing: Potential Strengths and Weaknesses in the New Realities 
 
Aim of 
personalization 

Potential strengths Potential weaknesses 

Deliver right 
content  

 

to the right person 

 

at the right time 

 Increased data availability on 
consumer behavior due to consumer’s 
higher integration in the online 
activities 

 Closer inclusion of smartphones and 
wearable technologies for 
identification of the consumer needs 

 Consumers establishing their “digital 
twin” or digital identity in a more 
complex way due to the inclusion of 
prior offline activities and purchases 
into online sphere 

 Evolving recommendation systems for 
the products due to better 

 Increased technical requirements for the firms 
to be able to get benefits from digital 
opportunities  

 Increased need for the particular specialists to 
work on data collection, technical support 
and marketing activities planning 

 Possible bugs in the web-browser operations 
and mobile applications, which may make the 
work impossible for the firm 

 Perceived vulnerability and mistrust of 
consumers related to their personal data use 

 Discrepancies in delivery possibilities due to 
the increased pressure on logistics 
organizations  
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accumulation of data and identification 
of consumer needs  

 Prediction of consumer needs at the 
particular time due to order placements 
at the time of need not the convenience  

 Enriching the feeling of closeness with 
the consumer through 
anthropomorphisation for creation of 
sense of conversation if the consumer 
is suffering due to the lack of 
communication 
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Abstract: 
Self-efficacy reflects people's beliefs about their capabilities to produce designated levels of 
performance when accomplishing secular and professional tasks. In the consumption 
domain, self-efficacy determines whether the consumer takes advantage of the existing 
marketplace opportunities and is conducive to individual consumer well-being. Extant 
examines the role of consumer self-efficacy in determining the general level of satisfaction, 
consumer voice, and loyalty based on the survey of Russian consumers.  The study 
demonstrates that different dimensions of consumer self-efficacy play differential roles in 
developing satisfaction, voice, and loyalty.  
 
Keywords: Consumer Self-efficacy, Switching Behavior, Loyalty, Voice, Complaining, 
Satisfaction 
 
Introduction 
Self-efficacy reflects people's beliefs about their capabilities to produce designated levels of 
performance when accomplishing secular and professional tasks (Bandura, Freeman, Lightsey, 
1999). Self-efficacy beliefs determine how people feel, think, motivate themselves and behave. 
Self-efficacy is an important antecedent of various positive behaviors including academic 
achievement, professional development, job satisfaction, teaching, learning, interpersonal 
relationship building, etc. In the consumption domain, self-efficacy determines whether the 
consumer takes advantage of the existing marketplace opportunities or get lost in a vast volume 
of information and product/service offerings. Self-efficient consumers are empowered 
individuals who know what they want and seek for the best solution out of the available 
alternatives. The lack of self-efficacy makes the consumer vulnerable. Ultimately, self-efficacy 
plays an important role in the formation of consumer satisfaction with market offerings and is 
conducive to individual economic and social well-being. At the same time, self-efficacy has been 
claimed to make consumers more demanding. It is harder for marketers to satisfy them and 
develop loyalty. Moreover, self-efficacious consumers are more active in the marketplace, they 
are more likely to voice when being dissatisfied with product/service quality. Thus, the 
consequences of consumer self-efficacy go beyond individual-level benefits and have an impact 
on the stance of firm, market, and national economy performance.  

The above reasoning posits the importance of self-efficacy for such constructs as loyalty, 
satisfaction and complaining. So far, these indicators have been predominantly studied at the 
level of a specific firm with the purpose to developing the implications for customer relationship 
management (McKee, Simmers, Licata, 2007). At the same time loyalty, satisfaction and 
complaining behaviors represent important market-level indicators that are of importance for the 
whole industry and have wide implications for market regulation and economic development. 
For instance, the American customer satisfaction index has been found to predict personal 
customer spending and GDP (Fornell et al., 1996; Fornell, Rust, Dekimpe, 2010). Loyalty 
proneness can serve as an indicator of competitive pressure withing the industry, which serves as 
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a driver of economic advancement. Complaining behaviors reflect consumers readiness to 
actively participate in the marketplace and change the market landscape rather than passively 
contemplate the marketplace dynamics and expect actions to be takes by other parties and 
government authorities. 

While there are studies that examine the effect of consumer self-efficacy and related 
concepts on firm-related outcomes (McKee, Simmers, Licata, 2006), the effect of self-efficacy 
on market-level indicators of satisfaction, loyalty, and complaining are not the focus of extant 
research. Extant study tries to fill this gap and examine how consumer self-confidence influence 
market-level satisfaction, voice, and loyalty. 

The theoretical contributions of the study are two-fold. First, we analyze market-level 
rather that firm-level consequences of consumer self-efficacy. Such an approach is consistent 
with transformative consumer research and macromarketing perspectives that focus on 
implications of consumption-related phenomenon for consumer wellbeing and broader market 
development in addition to firm-level performance. We seek to answer whether self-efficacy is 
beneficial for consumers in terms of reaching higher satisfaction with marketplace interactions 
and offerings and what implications self-efficacy has on the general indicators of satisfaction, 
loyalty and complaining that are conducive to market maturation. Second, we adopt a 
multidimensional self-efficacy scale that allows estimating how different dimensions of 
consumer self-confidence contribute to the market-level indicators of satisfaction, voice, and 
loyalty. It helps shed light on the question whether some self-confidence dimensions are more 
relevant than others. 

 
Construct definitions 

2.1. Consumer self-efficacy 
Consumer self-efficacy is defined as the extent to which an individual feels capable and 

assured with respect to his or her marketplace decisions and behaviors and reflects subjective 
evaluations of one's ability to generate positive experiences as a consumer in the marketplace 
(Bearden, Hardesty, Rose, 2001). Consumer self-efficacy is a multidimensional construct that 
may unequally manifest at different stages of decision-making process – consumers may feel 
self-efficacious in acquiring and using information, identifying acceptable choice alternatives 
(e.g., brands to be included in the consideration set) and making effective consumer decisions 
(Bearden, Hardesty, Rose, 2001). 

Consumer self-efficacy is frequently used as a synonym to other related constructs 
namely subjective knowledge, self-confidence, and self-esteem (Simintiras, Yeniaras, Oney, 
Bahia, 2014), but represents a conceptually distinct construct. There are different levels of self-
efficacy – self-efficacy in managing specific tasks and self-efficacy in managing the scope of 
tasks. Consumer self-efficacy comes from both motivational and experiential sources. For 
instance, in the area of online shopping, consumer self-efficacy develops as an outcome of 
repeated online shopping usage and is enhanced by motivational factors related to online 
shopping enjoyment and value (Hill, Beatty, 2011). 

 
2.2. Satisfaction 
Consumer satisfaction refers to a global evaluative belief concerning the perceived 

outcomes or experiences associated with the purchase and ownership of a product or service 
(Westbrook, 1980). Some consumers are predisposed to making judgments of 
satisfaction/dissatisfaction with products (Pomirleanu, Chennamaneni, Krishen, 2016). 

 
2.3. Loyalty 
We conceptualize loyalty proneness as a dispositional consumer tendency to buy the 

same brands over time (Parish, Holloway, 2010, Lam, 2007). Researchers have considered 
consumer loyalty proneness as an individual-difference variable that is relatively stable over time 
(Lichenstein, Netemeyer, Burton, 1990). It may stem from individual personality traits or 
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cultural specifics. Still, consumer loyalty proneness is subject to change in response to internal 
developmental and transformational processes such as learning. Loyalty-prone consumers are 
more likely to stay in a relationship with a specific firm and are more responsive to firms’ 
relationship investment (Vazquez-Carrasco and Foxall 2006).  

 
2.4. Complaining 
Complaining is a form of consumer voice that helps reflect consumers’ opinions on the 

significant consumption-related matters. Some consumers are more likely to display their 
opinions in the situations of dissatisfaction than others. Hence, in addition to differences in 
situation-specific complaining behaviors, there could be differences in a general complaining 
proneness (Richins, 1983). 

 
Hypotheses development 

The hypothesized relationships among the constructs are summarized in the research 
model (see Figure 1). 

 

Figure 1. Research model 
 

3.1. Self-efficacy and satisfaction 
Consumer self-efficacy implies that an individual possesses necessary competences to 

gather and interpret information, defend his rights in the consumption-related encounters. Ability 
to interpret information is frequently cited as a foundational competence. Lower competence and 
knowledge in interpreting information makes the decision-making process harder for the 
consumer as it increases the amount of time and effort that consumers need to put in order to 
make satisfactory decisions. It increases transaction costs, decreases the motivation to acquire 
new information and reduces the chances to make an optimal choice. Hence, we posit that: 

H1. The dimensions of consumer self-efficacy positively influence satisfaction with 
product offerings.  

 
3.2. Self-efficacy and loyalty 
Consumers tend to stick to the same companies, products, or services when they feel 

uncertain or confused about the outcomes. Wallendorf (2001) suggests that brand loyalty can be 
a coping strategy for low-literacy consumers. The lack of self-efficacy makes consumers feel 
more uncertain about the outcomes of their consumption choice. Loyalty helps reduce the feeling 
of uncertainty and confusion through a repeated buying behavior that allow getting a predictable 
result. Hence, we posit that: 

H2. The dimensions of consumer self-efficacy negatively influence loyalty proneness.  
 
3.3. Self-efficacy and complaining 
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When complaining, consumers actively vote against the current situation that they find 
unsatisfactory. However, not all consumers are complaining when feel dissatisfied (Chebat, 
Davidow, Codjovi, 2005). Some consumers don’t complain because feel threatened of the 
consequences and lack enough motivation. Complaining requires some degree of internal power, 
knowledge, and confidence that boost consumer motivation to defend their self-interests. Hence, 
we posit that: 

H3. The dimensions of consumer self-efficacy positively influence complaining 
proneness.  

 
3.4. Satisfaction, loyalty, and complaining 
There are several main strategies consumers may apply in response to deteriorating 

quality of goods: either exit the relationship with a low-quality firm and switch to an alternative 
provider or voice against the problem (Hirschman, 1970). On the contrary, satisfaction with 
market offerings is a major driver of loyalty development. Hence, we posit: 

H4. Satisfaction positively influences loyalty proneness.  
H5. Satisfaction negatively influences complaining proneness. 
 

Methodology 
4.1. Sample 
The empirical study is based on a survey of 215 respondents via personal face-to-face, 

fully structured interviews conducted with consumers at home. The respondents are residents of 
Saint Petersburg, the second largest metropolitan city in Russia. The interviewers approached the 
residents of the addresses randomly chosen from the address database.  

 
4.2. Measures 
All the measures are based on existing sources, most of which have been tested in the 

Russian context for the first time (see Table 1). A seven-point Likert scales were used to measure 
consumer self-efficacy (Bearden, Hardesty, Rose, 2001), satisfaction (Gaski Etzel, 1986), loyalty 
(Raju, 1980) and complaining proneness (Richins, 1983). Each Likert scale point was verbally 
labeled when presented to the respondents to improve comprehensiveness. The items were 
further converted to the bipolar format, ranging from -3 to +3 for the data analysis.  
 
Table 1. Measurement scales 

Scale Items 
Factor 

loadings 
AVE CR 

Information 
Acquisition 

(IA) 

I know where to find the information I need prior to making a 
purchase .70 0.592 0.820 
I am confident in my ability to research important purchases .86   
I know the right questions to ask when shopping .72   

Consideration-
Set Formation 

(CSF) 

I am confident in my ability to recognize a brand worth 
considering .77 0.602 0.751 
I can tell which brands meet my expectations .77   

Personal 
Outcomes 

(PO) 

I often have doubts about the purchase decisions I make .71 0.536 0.855 
I frequently agonize over what to buy .74   
I often wonder if I’ve made the right purchase selection .89   
I never seem to buy the right thing for me .63   
Too often the things I buy are not satisfying .62   

Social 
Outcomes 

(SO) 

My friends are impressed with my ability to make satisfying 
purchase .92 0.852 0.920 
I impress people with the purchases I make .92   

Persuasion 
Knowledge 

I have no trouble understanding the marketing tactics used in the 
marketplace and how they influence me .76 0.514 0.770 
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(PK) I can see through sales gimmicks used to get consumers to buy .59   
I can separate fact from fantasy in advertising .78   

Marketplace 
Interfaces 

(MI) 

I am afraid to “ask to speak to the manager”. (*) .73 0.625 0.868 
I don’t like to tell a salesperson something is wrong in the store. 
(*) .76   
I have a hard time saying no to a salesperson. (*) .81   
I am too timid when problems arise while shopping. (*) .84   
I am hesitant to complain when shopping. (*) .93   

Satisfaction 
The quality of most products I buy today is as good as can be 
expected. .93 0.793 0.883 
I am satisfied with most of the products I buy. .84   

Loyalty 

I would rather stick with a brand I usually buy than try 
something I am not very sure of. .77 0.530 0.768 
I think of myself as a brand-loyal consumer. .63   
If I like a brand, I rarely switch from it just to try something 
different. .76   

Complaining 

I’d rather do almost anything than return a product to the store. 
(*) .81 0.526 0.688 
I often procrastinate when I know I should return a defective 
product to the store. (*) .62   

Novelty 
seeking 

I like to try new product then they come on the market. .69 0.590 0.815 
When I see a new brand on the shelf, I often buy it just to see 
what it's like. .74   
I often try new brands before my friends and neighbors do. .85   

Comment: (*) Reversed. 

4.3. Data analysis 
The proposed research model was analyzed following a two-step approach. Additionally, 

we include age, gender, education, income level and novelty seeking tendency as controls in the 
model. The measurement model was examined first, followed by the structural equations model 
(Anderson & Gerbing, 1988; Fornell & Larcker, 1981). Confirmatory factor analysis using Stata 
14 evaluated the measurement model to refine the manifest variables, measuring the latent 
variables. The global fit indices suggested that the model adequately represented the data 
(𝜒2(332) = 514.580, CFI = 0.931, RMSEA = 0.052 (pclose=0.360), SRMR = 0.054).  

A structural equation model was run to test the hypotheses using maximum likelihood 
estimation (MLE). The results indicated that the model provided a good fit to the data (𝜒2(412) = 
624.891, CFI = 0.920, RMSEA = 0.050 (pclose=0.475), SRMR = 0.058). To test for mediation, a 
set of separate models were run in addition to the full model according to the Baron and Kenny 
(1986) method. 

 
4.4. Findings 
The results of the structural equation modelling indicate the differential effects of self-

efficacy dimensions on consumer satisfaction, loyalty proneness and complaining (see Table 2). 
The above hypotheses are only partially supported. Out of six self-efficacy dimensions, only four 
dimensions contribute to satisfaction, loyalty and complaining. As predicted, self-efficacy in 
personal and social outcomes positively affects satisfaction, self-efficacy in personal outcomes 
and marketplace interfaces is negatively related to loyalty, and self-efficacy in marketplace 
interfaces is a single negative predictor of consumer complaining behavior.  

Some results contradict the formulated hypotheses. Self-efficacy in marketplace 
interfaces is negatively related to satisfaction, and self-efficacy in information acquisition is 
positively related to loyalty. Finally, while satisfaction positively influences loyalty proneness, 
there is no significant effect of satisfaction on complaining.  

The negative effect self-efficacy in marketplace interfaces on satisfaction can be 
explained with the fact that consumers who feel capable to effectively communicate and interact 
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with marketplace agents are more demanding and, hence, less satisfied with the products that 
they buy as they understand they. On the contrary, consumers who do not feel self-efficacious in 
marketplace interactions may use an adaptive mechanism when buying products of 
unsatisfactory products – they may self-assure themselves in product quality at the post-purchase 
stage to avoid a necessity to return a product. 

The positive effect of self-efficacy in information acquisition on loyalty can be explained 
with the fact that consumers who feel capable to utilize market information are more convinced 
with the correctness of brand choice and do not switch. On the contrary, consumers who are less 
confident in information acquisition switch as they expect there are more attractive alternatives 
on the market. 

 
Table 2. Structural equation modeling results 

Independent variables 
Dependent variables 

Satisfaction Loyalty Complaining 

Satisfaction n/a 0.16∗ -0.09 

Self-efficacy dimensions    
Information acquisition 0.12 0.38∗∗ -0.12 
Consideration-set 
formation 

-0.27a -0.20 0.16 

Personal outcomes 0.22∗∗ -0.25∗∗ 0.03 
Social outcomes 0.29∗∗ 0.00 0.03 
Persuasion knowledge 0.17 a 0.16a -0.01 
Marketplace interfaces -0.32∗∗ -0.19∗ 0.55∗∗ 
Control variables    

Age -0.15∗ 0.21∗∗ -0.05 

Gender 0.03 -0.13∗ 0.09 

Higher education -0.06 0.20∗∗ -0.12 

Income level 0.10 -0.07 0.03 

Novelty seeking 0.04 -0.56∗∗ -0.11 

Variance explained, % 23,9% 50,7% 41,6% 

Comment: ∗∗p < 0.01, ∗p < 0.05, ap < 0.1. 
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Chinese Consumers' Attitudes and Behaviors Towards the Restaurants’ 
Consumption Coupons during the COVID-19 
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Abstract: 
Since the COVID-19 broke out in China, restaurants are losing business over coronavirus 
fears. As the epidemic continued in China, different cities had different policies and dates 
for the restaurant industry to reopen based on the severity of the local epidemic situation. 
Restaurants had adopted a series of measures to prevent coronavirus spread, such as 
reducing the number of seats, increasing space between tables, or providing customers 
individual portions of food. However, dine-in rates had no significant improvement. So, 
this study examined consumers' perception of perceived dine-in experience, monetary 
sacrifice, perceived risks, and their purchase intention to buy the consumption's coupons. 
The research model used for this study is regression analysis. The results were explained in 
detail, followed by the implications and effects of the research for marketers to address. 
 
Keywords: Restaurant, COVID-19, Purchase Intention, Consumer’s Risk, Promotional 
Coupons 
 
Introduction 
Since the COVID-19 broke out in Wuhan, China, Chinese restaurants are losing business over 
coronavirus fears. According to PWC (2020), during the Spring Festival in 2020 from January to 
March, the loss of retail sales in the restaurant industry caused by the COVID-19 reached 500 
billion yuan, equivalent to a 50% drop in revenues. As a way to reboot the economy and restore 
the losses in the restaurant industry, both the Chinese government and the restaurant industry are 
pursuing different stimulus packages to alleviate the resulting pressures. One of the stimulation 
measures is launching the restaurants' consumption coupons to encourage consumers to dine-in. 
During the early March of 2020, the Chinese government hands out over 19 billion yuan in 
coupons to stimulate consumption among 28 provinces and municipalities and more than 170 
prefecture-level cities (Liu et al., 2020). Restaurants themselves also launched coupons to 
prompt sales and income. One of the initiatives is Online-to-Offline (O2O) coupons distributed 
online and used offline (Zhuang et al., 2020). Consumers can purchase these coupons online in 
advance and use it when paying the bill. Additionally, while consumption coupon is widely 
accepted, the restaurant industry's recovery is still uncertain. 

Many factors influence consumers' behaviors when purchasing coupons for different face 
value, one of which is the dine-in experience. It includes four aspects: service quality, food 
quality, eating environment, and perceived safety. Due to the pandemic, the dine-in experience is 
banned and replaced with 6-foot spacing between tables, pumps of hand sanitizer, disposable 
menus, and masks for customers and employees. Research shows that most people will have 
psychological reactance toward offline shopping freedom restoration during the COVID-19 
(Akhtar et al., 2020). Many people worry about being infected in places with high foot traffic. To 
name some, public transport and shops or restaurants (Gerhold, 2020). In other words, even 
launch the consumption coupon scheme, some people still afraid of going outside to eat, which 
also reflects people's trust towards the government or restaurants' precautionary measures during 
the COVID-19. 

Meanwhile, the price consciousness will impact consumers' attitudes and behaviors as 
well. Different face value of restaurants' consumption coupons helps customers save money and 
ease the financial risk. Many restaurants also raise the food price after reopening the store, which 
is a helpless strategy to combat the inflation of raw materials and cover the dramatic loss during 
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the COVID-19. Therefore, the money saved by the coupon and the rising price may offset, 
making people pay almost the same money as before the COVID-19.  
 
Literature review and hypothesis development 

2.1. Coupon face value 
Coupon face value is the monetary amount that a consumer saves off the selling price 

when a coupon is utilized to purchase a product (Pointer, 2000). Shoemaker and Tibrewala 
(1985) found that coupon face value positively related to the consumers' redemption rate. 
Garretson and Chow (1999) later explained that it is because coupon face value shapes 
consumers' price sensitiveness. The higher coupon face value offers consumers a monetary 
incentive to purchase and lessens the risks of purchasing unfamiliar products. However, Maxwell 
et al. (2005) found that people's intention to redeem the coupon will increase as the coupon's face 
value increases to a point, then either decrease or stagnate. Because consumers routinely 
associate higher face values with a more expensive product. 

 
2.2. Purchase intention 
Purchase intention is the possibility of the consumer buying the product or service 

(Dodds, Monroe, & Grewal, 1991). Research shows that the stronger consumers' purchase 
intention, the higher the probability of purchase (Schiffman & Kanuk, 2000). There are a lot of 
factors that influence purchase intention. From the previous research, perceived value is the key 
point related to purchasing intention because consumers buy things for their value. The worth is 
based on the price and quality of the product. As for the different face value of the coupon, since 
it provides a sense of monetary gain, which incentive to encourage consumers to purchase the 
product. Therefore, consumers perceive a higher level of savings and purchase intention for a 
product when a higher face value coupon is provided (Lee & Chen-Yu, 2018).  

  
2.3. Perceived value 
Perceived value is significant because it reflects customers’ willingness to purchase the 

product or service (Dodds, Monroe, & Grewal, 1991). In Kim’s (2008) research, he found that 
perceived value positively affects the consumer’s purchase intention. Also, in Scitovszky’s 
(1945) paper, he defined perceived value as the consumer’s trade-off between perceived quality 
and perceived sacrifice. He found a paradoxical situation that when a product is offered at a 
lower price, it will be more attractive to some customers because it is cheaper, but at the same 
time be less attractive for some customers because of its suspected inferior quality. Monroe 
(1979) later explained that buyers generally have a range of acceptable prices to pay for a 
considered purchase. People may refrain from purchasing a product when they consider the price 
too high and may be suspicious of the quality of a product if its price is too low. Therefore, the 
perceived value varies from one person to another; it can be about the price or the quality. 
However, Szybillo and Jacoby (1974) found that value for money would have a stronger 
relationship to purchase intention than perceived quality for most people. Higher service quality 
perceptions lead to improved value attributions, but higher levels of sacrifices lead to reduced 
value (Cronin et al., 2000).  

 
2.4. Perceived restaurant dine-in experience 
In a casual restaurant setting, many quality aspects could influence customers' perception 

of their dine-in experience. Previous research has suggested that food quality, employee service 
quality, and the physical environment are the three major dimensions of the restaurant 
experience (Namkung & Jang, 2008). Brakus et al. (2009) found that customer's restaurant dine-
in experience can positively influence customer satisfaction with the restaurant. The more a 
customer engages with the product through the restaurant dine-in experience dimensions, the 
more favorable the customers' perceptions will be about the restaurant experience.  Walt et al. 
(2018) mention that food quality is the most important predictor of overall customer satisfaction, 
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followed by employee service quality and the physical environment's quality. Meanwhile, during 
the COVID-19, perceived safety when eating at restaurants is another factor influencing the 
consumers' dine-in experience.   

 
 2.5. Monetary sacrifices  
 Perceived sacrifices include both monetary sacrifices and non-monetary sacrifice. The 

term monetary sacrifices mean people have to give up financially to obtain a product or service 
(Chu & Lu, 2007). While non-monetary sacrifices refer to the time, physical effort, or mental 
effort needed by people when acquire or use a product (Kim et al. 2007). From the definition, it 
is easily found that monetary sacrifices are closely related to financial risk. In previous research, 
the perceived price was used to measure monetary sacrifices. The high price of the product or 
service results in higher monetary sacrifices, leading to higher financial risk. Thereby, negatively 
influence consumers’ purchase intention (Dodds et al, 1991).  Therefore, when purchasing 
coupons online, the monetary sacrifices are more considerable than non-monetary sacrifices 
since it is a cost-saving decision. Normally, there are negative quality effects and positive 
monetary sacrifice effects associated with the coupon. Consumers need to analyze the valuation 
of the products by making the tradeoff between quality and sacrifice (Madan & Suri, 2001). 

  
2.6. Financial risk 
Murphy and Enis (1986) defined financial risk as a risk that a consumer is losing money 

because the product does not satisfy his expectations or a risk that a consumer invests more 
money in acquiring a product rather than having more benefits. Perceived financial risk is closely 
related to the price of the product or service. Previous studies found that there is a positive 
relationship between price and perceived financial risk (Kaplan, Szybillo, & Jacoby, 1974). 
However, Jacoby and Kaplan (1972) found that the relationship between the actual price and 
perceived financial risk appears to be curvilinear, meaning that at the extreme upper end of the 
price continuum, the dollar value is less important than is relative cost. Income level is another 
factor influencing people’s perceived financial risk (Barros & Botelho, 2012). Schaner and 
Theys (2020) pointed out that individuals in America with low incomes, less education has a 
higher perceived financial risk from COVID-19. Also, perceived financial risk is heavily 
affected by other non-financial risks. Almeida and Botelho (2008) found that one domain's 
perceived risk can change the perceived risk in the other. For example, non-financial risks can 
make financial risks to be perceived as higher. 

 
2.7. Performance risk 
Performance risk is the possibility that the product or service's actual performance does 

not match expectations (Grewal, et al., 1998). The research found that perceived performance 
risk is negatively related to perceived quality (Sweeney et al., 1999). Kim et al. (2008) 
mentioned that if the product/service price is minimized through the use of a coupon, the 
consumer’s perceived financial risk will decrease. However, the performance risk will increase, 
as consumers think the product or service has lower quality. Therefore, the price-quality trade-
off is a trade-off between perceived financial risk and perceived performance risk. Besides, 
research also shows that trust for purchasing mediates by the effect of performance risk. In other 
words, lessening the performance risk will improve consumer trust, followed by an increase in 
purchase intention to purchase (Hong & Cha, 2013).  
 
Based on the literature discussed above, this study proposes a conceptual model in Figure 1.  
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Figure 1. Conceptual Framework 
 

 
Therefore, the hypotheses are as followed: 

 
H1: Different coupon face values have a significant influence on consumer perceived 

dine-in experience. 
H2: Different coupon face values have a significant influence on consumer perceived 

value. 
H3: Different coupon face values have a significant influence on monetary sacrifice. 
H4: Perceived restaurant dine-in experience has a significant influence on performance 

risk. 
H5: Perceived value has a significant influence on consumer’s purchase intention. 
H6: Money sacrifice has a significant influence on financial risk. 
H7: Performance risk has a significant influence on consumer’s purchase intention. 
H8: Financial risk has a significant influence on consumer’s purchase intention. 
 

Conclusion 
The study will greatly value the restaurant industry restoration and government economic 
stimulation scheme during natural disasters. For restaurants that want to restore correctly and 
efficiently, this study provides evidence for predicting consumer purchase intention and gives 
direction to appeals to consumers to dine-in the restaurant during the COVID-19. Online 
questionnaires were used as a tool to study consumer behavior towards restaurants’ consumption 
coupons and purchasing intention for different coupon face values (e.g., 50RMB off, 30RMB 
off, 10RMB off). Future research requires large-scale surveys from diversified respondents and 
different types of restaurants. 
 
References 
Akhtar, N., Nadeem Akhtar, M., Usman, M., Ali, M., & Iqbal Siddiqi, U. (2020). COVID-19 
restrictions and consumers’ psychological reactance toward offline shopping freedom 
restoration. The Service Industries Journal, 1-23. 

Perceived Dine-in 
Experience 

Independent 
Variable Meditators 

Dependent 
Variables 

Perceived Value 

Monetary 
Sacrifice 

Coupon Face 
Value 

Performance Risk 

Financial Risk 

Purchase 
Intention 

H1 

H2 

H3 

H4 

H5 

H6 

H7 

H8 



 

252 
 

Almeida, A. R. D. D., & Botelho, D. (2008). Antecedentes da satisfação no setor 
imobiliário. Revista de Administração de Empresas, 48(2), 08-21. 
Barros, L., & Botelho, D. (2012). Hope, perceived financial risk and propensity for 
indebtedness. BAR-Brazilian Administration Review, 9(4), 454-474. 
Brakus, J.J., Schmitt, B.H. & Zarantonello, L. (2009). Brand experience: What is it? How is it 
measured? Does it affect loyalty? Journal of Marketing, 73, 52-68. 
Chu, C. W., & Lu, H. P. (2007). Factors influencing online music purchase intention in 
Taiwan. Internet Research. 
Cronin Jr, J. J., Brady, M. K., & Hult, G. T. M. (2000). Assessing the effects of quality, value, 
and customer satisfaction on consumer behavioral intentions in service environments. Journal of 
Retailing, 76 (2), 193-218. 
Dodds, W. B., Monroe, K. B., & Grewal, D. (1991). Effects of price, brand, and store 
information on buyers’ product evaluations. Journal of Marketing Research, 28 (3), 307-319. 
Garretson, J. A., & Clow, K. E. (1999). The influence of coupon face value on service quality 
expectations, risk perceptions and purchase intentions in the dental industry. Journal of Services 
Marketing. 
Gerhold, L. (2020). COVID-19: Risk perception and Coping strategies. 
Grewal, D., Monroe, K.B. and Krishnan, R. (1998). The effects of price-comparison advertising 
on buyers’ perceptions of acquisition value, transaction value, and behavioral intentions, Journal 
of Marketing, 62, 46-59 
Hong, I. B., & Cha, H. S. (2013). The mediating role of consumer trust in an online merchant in 
predicting purchase intention. International Journal of Information Management, 33 (6), 927-
939. 
Jacoby, J., & Kaplan, L. B. (1972). The components of perceived risk. ACR Special Volumes. 
Kaplan, L. B., Szybillo, G. J., & Jacoby, J. (1974). Components of perceived risk in product 
purchase: A cross-validation. Journal of Applied Psychology, 59( 3), 287. 
Kim, H. W., Chan, H. C., & Gupta, S. (2007). Value-based adoption of mobile internet: an 
empirical investigation. Decision Support Systems, 43 (1), 111-126. 
Kim, N., Lee, M., & Kim, H. R. (2008). The effect of service coupons on the consumer trade-
offs between price and perceived quality. Journal of Promotion Management, 14 (1-2), 59-76. 
Lee, J. E., & Chen-Yu, J. H. (2018). Effects of price discount on consumers’ perceptions of 
savings, quality, and value for apparel products: mediating effect of price discount 
affect. Fashion and Textiles, 5 (1), 13. 
Liu, Q., Shen, Q., Li, Z., & Chen, S. (2020). Stimulating Consumption at Low Budget–Evidence 
from a Large-Scale Policy Experiment Amid the COVID-19 Pandemic. Available at SSRN 
3626518. 
Madan, V., & Suri, R. (2001). Quality perception and monetary sacrifice: a comparative analysis 
of discount and fixed prices. Journal of product & brand management. The Washington Post. 
Retrieved from https://www.washingtonpost.com/business/2020/03/17/checks-virus/ 
Maxwell, S., Estelami, H., Barat, S., & Paswan, A. K. (2005). Do higher face‐value coupons cost 
more than they are worth in increased sales? Journal of Product & Brand Management. 
Monroe, Kent B. (1979). Pricing: Making Profitable Decisions. New York: McGraw-Hill Book 
Company. 
Murphy, P.E. and Enis, B.M. (1986). Classifying products strategically. Journal of Marketing, 
50, 24‐42. 
Namkung, Y. & Jang, S. (2008). Are highly satisfied restaurant customers really different? A 
quality perception perspective. International Journal of Contemporary Hospitality  
Pointer, L. V. (2000). Consumers’ coupon use behavior: A theory of planned behavior 
perspective. Doctoral dissertation, Texas A & M University. 
Pricewaterhous eCoopers (2020). Macroeconomic Impact of the COVID-19 in China and Policy 
Suggestions. Available at https://www.pwccn.com/en/COVID-19/macroeconomic-impact-
covid19-policy-suggestions.pdf (Accessed July 22, 2020). 



 

253 
 

Schaner, S., & Theys, N. (2020). Individuals with Low Incomes, Less Education Report Higher 
Perceived Financial, Health Threats from COVID-19. Retrieved September 14, 2020, from 
https://healthpolicy.usc.edu/evidence-base/individuals-with-low-incomes-less-education-report-
higher-perceived-financial-health-threats-from-covid-19/ 
Schiffman, L.G. and Kanuk, L.L. (2000). Consumer behavior. 7th Ed. Prentice Hall, New Jersey. 
Scitovszky, Tibor (1945). Some Consequences of the Habit of Judging Quality by Price. The 
Review of Economic Studies, 12, 100-105. 
Shoemaker, R.W. & Tibrewala, V. (1985). Relating coupon redemption rates to past purchasing 
of the brand, Journal of Advertising Research, 25, 40-47. 
Sweeney, J. C., Soutar, G. N., & Johnson, L. W. (1999). The role of perceived risk in the quality-
value relationship: A study in a retail environment. Journal of Retailing, 75 (1), 77-105. 
Szybillo, G. J., & Jacoby, J. (1974). Intrinsic versus extrinsic cues as determinants of perceived 
product quality. Journal of Applied Psychology, 59 (1), 74. 
Zhuang, M., Fang, E., & Cai, F. (2020). How Does Omnichannel Marketing Enable Businesses 
to Cope with COVID-19? Evidence from a Large-Scale Field Experiment. Evidence from a 
Large-Scale Field Experiment 
  



 

254 
 

Demand for Commercial Real Estate: before & after COVID-19 
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Abstract:  
During the COVID-19 period, the real sector of the economy has undergone changes: the 
demand for delivery of goods and remote employment has grown. It reversed the demand 
for real estate: the demand for retail property decreased, the demand for warehouse and 
office real estate increased. This paper investigates what do buyers and tenants of 
commercial property expect before and after COVID-19, how have their preferences 
changed from 2018 to 2020, how has the real estate market shifted.  
The research analyses more than 1000 applications from buyers and tenants in Moscow 
region to investigate demand for commercial property and appreciate preferences of 
consumers. For this purpose, three statistical methods are applied. 
The research results may be useful for future research and discussion, and applicable to 
practice of developers, investors, owners, and tenants.  
 
Keywords: Demand, Commercial Real Estate, Consumer Preferences 
 
Introduction  
Commercial real estate includes buildings, structures or property that are used for commercial 
activities to generate profit. Commercial real estate comprises retail, office, and industrial-
warehouse property. The commercial real estate market is closely connected with the real sector 
of the economy. With an increase in demand for consumer goods and services, their production 
and supply rise. This requires additional industrial, warehouse, and retail spaces. Conversely, 
with a decline in consumer demand, production and demand for additional spaces decreases.  

Most commercial property is rented out. In Russia, more than 70% of commercial real 
estate is leased, and less than 30% - is sold. Companies prefer to rent for several reasons. Firstly, 
real estate is a very expensive product and only a handful of businesses can afford a purchase. 
Secondly, business is characterized by a fluid and rapidly changing environment and 
consolidation in one place can be risky. These reasons generate demand for the rent of 
commercial real estate, and this demand stimulates supply. 

 
Evaluation of demand at the commercial real estate market 
Commercial real estate market provides complete information about the supply of real estate 
(measured by advertising announcements), the equilibrium point (measured by registered deals), 
but there is no information on the demand of potential buyers and tenants (Rubinstein et al., 
2015), because these actors are not registered anywhere, and the decision-making cycle can last 
for months. In the residential real estate segment, the assessment of demand is carried out using 
population surveys, when researchers ask questions about the housing conditions in the 
household and desire and possibility of improving them (Wong and Hui, 2008). However, in the 
commercial real estate segment, there are no representative surveys of businessmen concerning 
their demand. 

In commercial real estate research, demand is measured by indirect methods. Researchers 
use search volume data (Dietzel et al., 2014), views of advertising announcements, business 
survey-based sentiment indicators or common leading economic indicators (Tsolacos, 2012). 
Search data and ad views are data biased due to the competitors’ activity. Surveys may be not 
representative. Macroeconomic leading indicators are too indirect and it might take too long to 
publish and assess this data. Therefore, it is necessary to look for new data on the demand for 
commercial real estate. Due to the information asymmetry existing in the market, such 
information is needed by all market participants. The developers - require it for the construction 
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and further offer of real estate, investors - for investing in the most attractive property, and 
tenants - for understanding and using their negotiation forces in the market. 
 
Estimation of consumer preferences at the commercial real estate market 
Some studies focus on a qualitative assessment of the preferences of potential  buyers and 
tenants. The researchers showed that potential tenants look at the cost, location and 
characteristics of the building (Adnan et al., 2015), and potential buyers attend to the price, 
location and area of property (Katkova, 2020).  

Since consumer markets were transformed during the COVID-19 period, the hypothesis 
about significant changes in the real estate market arose. This hypothesis on the example of 
Moscow region (largest Russian real estate market) will be tested in the research. Besides, the 
paper will also provide results and recommendations for future research and practical application 
for stakeholders. 

 
Data and methods 
Data collected from the largest Moscow information site about real estate. It contains 
information concerning supply and demand in the market. The demand is evidenced by the 
applications for the purchase and rent of real estate left on the site. In the application, any visitor 
of the site can indicate the type of request (rent / purchase), the desired location of the property, 
its type (residential / retail / office / production / storage), area and price, as well as enter 
additional requirements in an open question. 

For the purposes of this research, a database of 1044 commercial real estate applications 
was collected: 736 applications were submitted from August 2018 to March 2019 (before 
COVID-19) and 308 applications were represented from August to October 2020 (after the 
lifting of Moscow restrictions related to COVID-19).  

All applications left on the site for the specified period were collected and analyzed for 
validity and reliability, incomplete and incorrect data were adapted. The preferences of potential 
tenants and buyers of real estate before and after COVID-19 were subsequently compared. For 
this purpose, three statistical methods of data analysis were used: descriptive statistics, 
comparison of means in independent samples, and correlation analysis. 

 
Empirical results and conclusions 
The research was oriented on comparison of consumer preferences in terms of property type, 
location, price and area.  

The preferred property destination and location have not changed significantly for 
potential buyers. However, at the same time, their budgets and space requirements have grown 
substantially. 

The preferences of potential tenants have changed considerably during the COVID-19 
period. Demand for retail property decreased, demand for office, industrial and warehouse 
spaces increased (dynamics of demand distribution shown in Figure 1).  

 
 



 

256 
 

 

Figure 1. Distribution dynamics of total demand in the market by property types 
 

The demand for retail real estate rent fell in all locations, especially in the Moscow 
Oblast. The demand for office real estate rent has grown in all locations, and for industrial and 
warehouse real estate rise in the under Moscow.  

The areas desired by potential tenants have increased, as have their lease budgets. These 
data can be seen in Table 1.  

 
Table 1. Required areas and lease rates for commercial real estate 

 

Rent for 

Area (in square meters) Lease rate (in rubles) 

in 2018 in 2020 in 2018 in 2020 

Retail property 98 145 160731 250208 

Office property 45 94 60768 135728 

Industrial and warehouse property 248 1062 218070 128970 

Total 104 255 147106 203624 

 

The hypothesis put forward was partially confirmed: the demand for commercial real 
estate lease shifted significantly, the demand for commercial property purchase changed 
insignificantly. 

Thus, the research analyzes the demand for commercial real estate in the Moscow region. 
In the article, the author performed a comparison between demand in the commercial real estate 
market before and after COVID-19. This demand has transformed substantially: the desired 
spaces and rental rates have increased. In the area of commercial real estate lease, preferences for 
location and type of real estate have also evolved. 

The results obtained are consistent with the results of previous studies. The rental rate of 
commercial real estate depends on its location and area (Kapralin, 2012). Tenants of real estate 
look at the rate, location, and characteristics of the building (Adnan et al., 2015). Buyers of 
commercial property attend to the price, location and area (Katkova, 2020). 

The found results are extremely important for owners, because it can help them achieve 
the best financial results by increasing rates or reducing downtime. After all, knowing the needs 
of customers in advance helps to satisfy them accordingly. The client satisfaction affects their 
willingness to pay and financial returns from property (Sanderson and Devaney, 2017). 

The results can help developers in finding new locations and creating layouts of 
commercial properties, assist investors in choosing the most attractive properties, and support 
potential tenants and buyers in analyzing the current market situation. The information provided 
can help avoiding existing information asymmetries in the market (Gusev, 2006). 
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Any interested parties should understand that other markets, such as consumer and 
financial, influence the real estate market, therefore it is necessary to monitor changes on an 
ongoing basis. For example, now the development of E-commerce is influencing the real estate 
market and changes the demand on retail and warehouse property (Zhang et al., 2016), and 
popularization of information technology and flexible employment changes the demand on 
offices and co-working spaces (Kojo and Nenonen, 2017). 

Overall, this study is the first research analyzing the dynamics of buyers and tenants 
preferences in the commercial real estate market in Moscow. This topic can be continued with a 
larger dataset, a specific segment of real estate, type of request, and purpose of purchase. It is 
possible to conduct an additional survey or interview with potential tenants in the market to 
understand their additional motives and needs. 
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Abstract: 
The paper presents the results of an empirical study of young people in St. Petersburg 
regarding changes in their consumer behavior patterns in the markets of online cinemas 
and fitness services during the period of COVID-19 restrictions and self-isolation regime 
(March - May 2020). The results of the study showed that new business models appeared in 
both markets, while traditional monetization models were significantly transformed. The 
number of customers on the market of online cinemas and online fitness services has 
increased dramatically, and previously absent “mass” consumer with its own specific 
requirements and behavior models has appeared, which leads to the need to change the 
business models of service operators. 
 
Keywords: Transformation of Consumer Behavior, COVID-19 Self-isolation and Quarantine 
Restrictions, Empirical Research, Online Cinema Industry, Fitness Services Industry 
 
Introduction 
The COVID-19 pandemic leads to significant transformations in almost all sectors of the 
economy. Moving to online for some companies has become a real challenge, while for others it 
managed to become a logical stage in their development within the digital environment. While 
the education sector, the restaurant business, the fitness industry come to the first category, such 
businesses as food delivery or online cinemas are in the second, because ultimately, despite a 
number of difficulties, they only benefited from the self-isolation regime. 

In the period starting from spring 2020, various studies [e.g., 6,7,8] were published, 
describing the transformation of consumer behavior in different countries and in almost all 
significant sectors of the economy. However, the fundamental limitation of such studies is that 
they were carried out directly in the midst of a pandemic period and can hardly be used for 
reliable prediction of the future development of a particular market. 

To at least partially overcome this limitation, we conducted an empirical survey, the 
subject of which was the transformation of consumer patterns during the period of self-isolation, 
and the object of the study were students living in the city of St. Petersburg, Russia. 

The objectives of the study can be systematized as follows: 
- to identify to what extent the trends identified in the all-Russian and world studies 

coincide with the trends in our research segment; 
- to identify and systematize both short-term trends in consumer behavior that are realized 

only during the period of coronavirus restrictions, which will go into the past after they gradually 
fade away, and long-term trends that will remain in consumer behavior for a long time. 

The total sample of the study contains 834 people. This sample was divided into two 
groups, one of them answered questions about their behavior on the online cinema market; the 
other - about the market of fitness services. 

These industries were chosen because the impact of coronavirus restrictions on them can 
be assessed as diametrically opposite: the fitness industry previously existed almost entirely in 
the offline segment and lost a significant part of its operating profit after the closure of fitness 
clubs, and the online cinema market during the pandemic showed significant growth. 

Detailed sample description: 
• Geographic criterion: Russia, St. Petersburg; 
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• Demographic criterion: age - 18-24; men and women; schoolchildren, students, working 
and non-working; income level - any; 

Study period: March - May 2020; 
Research method: survey through Google. Forms; 
Methods for processing research results: correlation and regression analysis, analysis of 

variance, discriminant analysis, factor & cluster analysis, as well as methods of descriptive 
statistics, contingency tables and graphical representation of data in the IBM SPSS 24 software. 

 
Main body. 

I. Research on the behavior of young consumers in St. Petersburg on the online cinema 
market 

Market characteristics: 
- in the beginning of 2020 online cinema market became one of the fastest growing 

industries in Russia (47% of all video content is consumed online [1, p. 50]; the revenue of legal 
online cinemas in Russia is growing every year: for the first half of 2019 revenue exceeded RUB 
10.5 billion, and by the end of the year - RUB 27 billion [2]; in 2018-2020 the volume of the 
video advertising market in Russia grew by more than 20% [3]); 

- the emergence of online cinemas in Russia took place differently than in Europe & US: 
the segment of online cinemas abroad was formed on the basis of telecommunications operators 
or grew out of the video cassette and DVD rental market (e.g., the history of Netflix), while in 
Russia the online cinema market originated through the emergence of several independent 
players [4]; 

- several basic business models have become widespread in this market, differing mainly 
in the way of monetization due to different conditions for viewing advertising and different 
subscription conditions: AVoD (Advertising Video on Demand - free content due to a large 
number of advertisements in viewing time), SVoD (Subscription Video on Demand - paid 
content on a subscription model: the user subscribes and views all the content that is included in 
it), TVoD (Transactional Video on Demand - content rental for a certain time period or for a 
certain number of views) , EST (Electronic Sell-Through) - buying content for viewing without 
restrictions on time or number of views [4]. The main reason for the growth of the online video 
services market today is the increase in the role of paid content, which means that more and 
more online cinemas are moving to the SVoD business model; 

- pirated content is still the main problem in the market: according to the Rambler Group, 
the damage suffered by copyright holders in 2018 from illegal use is approximately RUB 70 
billion [1]. According to an online survey by TelecomDaily, 81% of respondents prefer free 
functionality, and 48% of them are watching movies and TV series on illegal video services [4]; 

- after the introduction of self-isolation regime at the end of March 2020, the audience of 
online cinemas increased in the daytime [5]. By the end of April 2020, the number of users of 
online video services increased by 50-100% compared to the same period last year. 

In our empirical research the number of respondents who answered positively to the 
question that they are currently using online cinema services was 364 people (balanced gender 
ratio). At the same time, the sample included balanced regular users of online cinemas and users 
who became them after the introduction of coronavirus restrictions. 

Empirical research results: 
1) Among those respondents who used the services of online cinemas before self-

isolation, the average amount of time spent on the websites of online cinemas during the period 
increased from 2 to 3 hours a day. At the same time, the results of analysis of variance showed 
that the average time spent on the websites of online cinemas during quarantine is influenced by 
such factors as the duration of the subscription, which online cinema the respondent uses, and the 
duration of self-isolation period. 

2) Factor analysis revealed two components influencing the choice of online cinema users 
– we called them basic and additional characteristics. The basic include such parameters as the 



 

260 
 

cost of a subscription, the length of the free trial period, the choice of films and series available 
by subscription, while the additional include voice acting / subtitles in different languages and 
the presence of a mobile application. Before self-isolation regime, such parameter as “voice 
acting / subtitles in different languages” used to be a basic characteristic, and the factor of having 
a mobile application was practically not important. Now the importance of this parameter is 
growing more and more. 

3) Cluster analysis made it possible to identify such segments of consumers of online 
cinemas as the so-called “newcomers” (36% of the sample: people who signed up during self-
isolation period and plan to remain users of online cinemas in the future, they are ready to 
remain being a subscriber of a particular online cinema), “randoms” (37% of the sample: people 
who signed up during quarantine, but plan to unsubscribe after the free trial period, they do not 
like to pay money to watch movies and TV series, so they often use illegal online video services) 
and “ordinaries” (27% of the sample: people who subscribed to an online cinema before 
quarantine, they are ready to pay for a subscription if the functionality and capabilities of the 
online cinema are completely satisfying their needs). 

 
II. Research on the behavior of young consumers in St. Petersburg on the fitness services 

market 
Market characteristics: 
- according to the research made by communications agency SETTERS (based on data 

from App Annie and Yul), during the period of self-isolation, the parameter “growth in app 
downloads” in the category “fitness” showed dynamics of + 45% (fourth place after the 
categories “business”, “education” and “food delivery”); the indicator “growth of distance 
services” in the category “fitness trainer” showed the growth + 84% (together with tutors and 
psychologists); 

- the popularity of the search query "online training" according to Google.Trends only in 
the period 15 - 29 March increased 10 times (a similar result shows the growth in popularity of 
this query through the module "Search in YouTube"); 

- during the period of self-isolation this market shows such models of monetization as 
paid content in social networks of fitness clubs (for example, videos and workout streams, only 
for the clients or for everyone), special applications with exercise complexes (for example, Nike 
Training Club), video workouts on Youtube from sports bloggers (often with celebrities as 
special guests), equipment rentals (for example, X-FIT offers fitness equipment rental to club 
members), marathons and challenges. 

In our empirical research 500 people took part, 94% of them go in for sports (that is, they 
fit the criteria of our sample), of which 53% are women and 47% are men. 

Empirical research results: 
1) The self-isolation regime has made the expected adjustments to the way people play 

sports. At the same time, the number of people engaged in fitness activities “at home by 
application” during the period of self-isolation increased from 8.04% to 18.03%, “at home under 
video on YouTube” - from 8.91% to 14.16%, 8,98% of respondents bought an online course for 
the first time, and only 3.63% stopped exercising at all with the introduction of quarantine 
restrictions; 

2) The average frequency of sports activities during the period of self-isolation increased 
from 7 to 9 times a month. Regression analysis showed that only one indicator affects the 
satisfaction with sports activities during the quarantine period – it is the frequency of these 
activities; 

3) Almost half of the respondents began to study the techniques of performing exercises 
during the quarantine period (which they had not done before); 

4) In contrast to the online cinema market, factor analysis showed that the factors 
influencing the choice of a sports service before and during quarantine remain practically 
unchanged. The first factor includes the parameters of the sports service (price, free access, 
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reviews), while the second factor indicates the involvement in sports (satisfaction level, 
frequency of sports activities, study of exercise techniques (the last parameter appeared only 
during the period of self-isolation)); 

5) On the contrary, the clustering of consumers has undergone some changes. In this 
market before the pandemic it was possible to distinguish such clusters as “sports fans, focused 
on the price” (level of involvement: high, incentives: low price, motive: self-realization + risk 
reduction (improve health)), “regularly exercising, focusing on free access ”(level of 
involvement: high, incentives: free access, motive: self-realization + risk reduction (improve 
health)), “regularly exercising, dissatisfied with their ways of playing sports” (level of 
involvement: high, incentives: interpersonal communication, motive: self-realization + risk 
reduction (improve health)). During the pandemic, the structure of the clusters is transforming: 
the clusters “regularly exercising, sensitive to price factors” and “sports fans guided by opinions 
leaders” remain relevant, but at the same time a new cluster “those who want to lose weight, but 
practically do not exercise” appears (level of involvement: low, incentives: interpersonal 
communication + situational factors, motive: self-realization). 

Analyzing the results of the whole study, the following conclusions can be drawn: in both 
markets under study during the period of quarantine restrictions new business models began to 
appear, while the traditional models of monetization also underwent significant changes. The 
markets of online cinemas and online fitness services met the appearance of previously almost 
absent segment of “mass” consumer who is ready to pay for standard services if satisfied with 
the quality of their implementation but is not ready to pay for any additional services. As a result, 
during the quarantine period a significant number of customers began to prefer consuming 
studied services only legally on a paid basis (for example, by purchasing a subscription). In 
addition, the decrease in household income, which became an inevitable consequence of the 
economic situation in 2020, practically did not affect the identified trend. 

Of course, the empirical study has a number of limitations, in particular, connected with 
the characteristics of the sample: only residents of St. Petersburg and only those belonging to the 
“youth” age category (18-24 years old) were surveyed. It seems expedient to conduct a second 
wave of study on a similar structure of the questionnaire after a time (for example, a year after 
the initial study) in order to be able to conclude to what extent the identified trends are really 
rooted in consumer behavior, and are not just an accidental outlier. 
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Abstract: 
With the spread of Coronavirus, (Covid-19) the world has altered dramatically. The 
pandemic has changed global economy and its adverse impact on retailing is non-
negligible. Since Covid-19 has been detected in Turkey, the shopping preferences of 
customers have shifted towards online shopping sites which have become a preferred 
platform. In the meantime, customers have faced many failure experiences in service 
encounters due to lack of logistics capabilities of businesses. This study stands as a 
customer complaint solicitation research which addresses common logistics service failures 
within the 3 months- intermittent curfew period (March, April and May 2020). Complaints 
on the popular online platform “sikayetvar.com” were addressed within the context of 
service quality gap model. As the supply chain disruption in food sector is critical because 
of its vital effects, this sector was closely examined. In terms of managerial contribution, 
the study gives shopping sites a perspective to improve their logistics capabilities. The 
theoretical ground of the study presents prioritized service quality dimensions and their 
critical roles on service quality gaps in a pandemic setting. 
 
Keywords: Covid-19, E-retailing, Service Failure, Logistics Management 
 
Introduction 
Today, with the rapid changes in the technological field and the widespread use of the internet, 
changes and developments in the retail sector as in many other sectors have become inevitable. 
The internet as a new marketing channel, offers consumers a different shopping environment 
providing the opportunity to solve the purchasing problem by making comparisons and using 
advantages such as consulting different people and getting ideas, without the trouble of visiting 
the store without getting tired. E-retailing is a type of retailing where the retailer and customers 
communicate through an interactive electronic network. It provides interaction, information 
density, diversity and global reach for consumers (Levy and Weitz, 2001). Today it is not a 
competitive threat to traditional retailing, but emerges as an efficient technology with new 
applications by providing diverse experiences to retailers (Kalakota and Whinston, 1997: 221).  

As consumers have recently faced the Covid-19 epidemic which has affected the whole 
world, changes began to occur in the needs, activities and consumption behaviors of consumers. 
Consumers have turned to online shopping. Private shopping sites are one of them and in a 
manner parallel to the way of doing sales through the website, it gained a new direction in 
Turkey. With the conceptualization of “private shopping” in Turkey, online sales have gained 
momentum accordingly. There is a wide variety of brands in private shopping sites and there are 
also companies that sell different type of foods. On the other hand, with the emergence of Covid-
19, companies have experienced problems in order taking, service offerings, keeping stock, and 
communication problems with the customer. The problems faced by the companies operating 
online retailing in food sector are the focal points of the study as this sector meets the most 
essential needs of the customer during the epidemic period. In this context, our research 
questions are as follows: 

-What are the logistics service areas that consumers care about most in online food 
shopping during the Covid-19 process? 

-What are the organizational problems faced by companies in this process? 
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Literature Review 
 2.1. E-Retailing  
Apart from the daily use of the internet, recently internet shopping, it is not only a new 

marketing area, but also a new and attractive medium for consumers. Sites that make sales on the 
internet have found their own methods besides classical product marketing methods and are 
constantly developing in this direction. These methods include sending newsletters to consumers 
via e-mail, and ensuring that they are followed through social networking sites such as Twitter 
and Facebook.  

Unlike other shopping sites of private shopping clubs, private shopping sites are preferred 
for some reasons like presenting branded products with high discount rates (up to 90% etc.) for 
the user, providing easy return opportunities, and offering the products for consumption only at 
certain time intervals. In addition to these, new shopping sites that sell more customized products 
have also started to take place in the sector. 

Although e-commerce minimizes physical interaction to a great extent, accessing to the 
product is also extremely important for practical benefits, time and energy savings. With the 
COVID-19 outbreak, it is still uncertain how long the negative effects in the economic sense will 
last around the world. In particular, the introduction of curfews in many countries has led to the 
COVID-19 epidemic significantly changing consumer behavior and reshaping the industry 
(Güven, 2020). While physical stores are adversely affected by the epidemic due to the measures 
taken and customer preferences, online retailers increase their sales volume and gain customers 
continuously. 

Up until now, studies have focused on consumers' consumption habits, preferences, 
motivations and changes in e-commerce during the Covid-19 process. Knotek et al. (2020) 
suggest that as Covid-19 spreads across the United States, between March and early April 2020, 
marked changes are observed in consumers' beliefs about the effects of the virus on the 
economy. According to the research conducted by Nielsen Research Company (Nielsen, 2020) 
during the Covid-19 process, practices aimed at keeping consumers at their homes due to the 
public health emergency significantly reduce their social activities and led them to create daily 
routines that only meet their most basic needs. Consumers' health (buying drugs or going to the 
doctor), food shopping or financial activities in banks are the main motivations for consumers to 
leave their homes. Similarly, Stanciu et al. (2020) indicate that sports activities or visiting 
relatives are at the lowest level at this point. It has also been determined that there are differences 
in consumer preferences after Covid compared to before. Meyer (2020) states that as news of the 
COVID-19 outbreak spread and was officially declared by the World Health Organization, 
people responded by stockpiling. Consumers have started to demand more medical supplies such 
as hand sanitizer and surgical masks, and products such as toilet paper and bread. More 
specifically, between 9-16 March in Turkey, the sales of cologne, sterile gloves, hand sanitizer, 
soap, medical masks and toilet papers are increased rapidly (Günyol, 2020). Similar sales trends 
have been experienced in the USA, as well. During the four weeks that ended on February 22, 
2020, along with the medical masks, hand sanitizer sales increased by 73% in the same four 
weeks (Nielsen, 2020). 

Within the context of online private shopping sites, the research aims to understand the 
service quality areas that consumers care most in online food shopping during the Covid-19 
process and identifies the main issues that are encountered by the companies in this sector. 

 
2.2. Logistics Service Quality Evaluations  
Logistics service quality has a significant effect on consumers’ adoption behavior, 

willingness, and willingness-behavior consistency of online food shopping (Sandberg, 
2013; Xu et al., 2019).  Due to the fact that food logistics take places in one of the most 
challenging areas in logistics by having an expire date and spoiling quickly, some logistics 
services are gaining more importance and they must be managed flawlessly for providing a good 
service quality (Li et al., 2020). Especially meat and dairy products require well-defined 



 

264 
 

standards regarding storage, transportation, packaging and delivery processes. Starting from 
manufacturer to final consumer, quality and hygiene standards must be provided constantly 
(Edith and Ochubiojo, 2012).  In addition to these, all the process should be tracked and kept 
safe for providing food safety. In a similar vein, reliable and extensive service network has great 
importance in terms of providing place utility for customers.  

Within the context of time utility, on-time delivery is another quality dimension and an 
important target to be achieved by the providers (Thirumalai and Sinha, 2005). In today's 
pandemic conditions, it has become difficult to meet this dimension as transportation times has 
reached at least 3 weeks. Furthermore, together with consumers' demand and consumption 
habits, customer experiences are also changing rapidly and their evaluations about logistics 
services differ according to the conditions of this pandemic time. Therefore, paying attention to 
customer needs as well as their complaints and also updating the customer service standard 
levels accordingly appear as another essential quality issues that are considered by the customers 
(Chua et al., 2010). 

 
2.3. Gap Model of Service Quality 
The increasing importance of service quality brought along the conceptualization of 

structures and identification of their determinants. Instead early conceptual models (Sasser et al. 
1978; Grönroos, 1982; Lehtinen and Lehtinen, 1982; Lewis and Booms, 1983), we specially 
chose the model of Parasuraman et al.  (1985) as it deals with the differences that arise both 
within the company itself and also between the company and the customer during the service 
delivery process. 

According to the Parasuraman service quality model, knowledge gap reflects 
management’s lack of knowledge or understanding of customers. This is regarded as an initial 
and most important gap which is very useful for improving logistics service operations (Huang et 
al., 2016). Policy gap exists when internal performance standards do not properly reflect 
customer expectations. Herein, lack of customer service standards or poorly defined services are 
the major causes of these type of gaps (Parasuraman et al., 1985). From this respect, establishing 
right service processes and specifying standards are of vital importance for maintaining logistics 
service quality. Similarly, delivery gap points to the difference between promised the actual 
performance of the service delivery. Here, it emerges when supply and demand do not match as 
desired by the customers. Communication gap refers to the difference between what it is 
promised to customers with advertisings and what is delivered actually. Overpromising or 
miscommunication between department teams of the company emerge as major sources for this 
gap. Lastly, the perception gap underlines what is delivered to the customer and how the 
customers evaluate received service (Wirtz and Lovelock, 2011). 

 
Method  
This study stands as a customer complaint solicitation research, which addresses common 
logistics service failures within the 3 months-intermittent curfew period (March, April and May 
2020). In these 3 months period, over than 600 customer complaints were addressed on the 
popular online platform “sikayetvar.com” within the context of service quality gap model. This 
leading word of mouth marketing website which was established in 2001 has currently 5.801.002 
individual members and 2400 corporate members following these customer complaints in 
Turkey (Sikayetvar.com, 2020). In this period, especially when even basic foods were ordered 
online, our samples were e-complainers who gave their orders from private shopping sites 
instead going to groceries or supermarkets. Herein, the content of each complaint was examined 
in detail and the defects in the processes were classified according to the service quality gap 
model. Cross-checking of the coding is applied to improve the reliability of the study as humans 
are subject to numerous judgment errors (Franklin & Jordan, 1997). Taking into the model of 
Parasuraman et al. (1985), we addressed both companies in private shopping sites and also the 
relationship between the company and the customers during the service delivery process. From 
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the views of customers, prioritized service quality dimensions during the intermittent curfew 
process and their critical roles on service quality are revealed. For the companies, we attempt to 
investigate internal problematic areas which shed light on private shopping sites to improve their 
logistics capabilities. 

 
Empirical results and conclusions 

In this section, some examples from findings of the research are presented in the context 
of service quality gap model. Within the context of knowledge gap where management does not 
know what customers expect during the intermittent curfew process, one of the main problems 
was that customers expect products in the “basic food” category to be sent with priority but 
business models of companies did not operate in that way. In a similar way, although customers 
do not want to deal with the return process in this critical period, they were directed to the cargo 
companies by the private shopping sites. Besides, private shopping sites were accused of not 
taking into account critical customer profiles, which includes people having heart diseases, 
pregnants, newborns, and health workers. The other problem was that in some basic foods, single 
items were not sold, so the customer had to buy multiple items and spent more money to satisfy 
their basic needs despite the stagnant economy. Another problem was related to the actions taken 
without customer expectations. For instance, customers expect the company to speed up the 
delivery of the (critical) product instead of offering a gift voucher.  

Considering the policy gaps, it is found that companies gave priority to taking action for 
the demands of customers with complaints on popular complaint forums like “Şikayet var.com”. 
Herein, while they continued to give automatic and the same responses to customer complaints 
on these popular forums, they did not respond to negative complaints posted on their own sites. 
It was also detected by the customers that sometimes even these negative comments were not 
published on these shopping sites. Furthermore, customers were suffered from long delivery 
times defined by the private shopping sites for their orders and sometimes these periods were 
extended in the system automatically without informing customers. Along similar lines, orders, 
which were promised to be delivered to the exact address of the customer, were requested to be 
picked by customer since the company were not currently work with the cargo companies 
written in the distant sales contract. Systemic errors related to the ordering process were seen as 
another major problem in this period. Although the product was not delivered, it appeared as 
delivered or sometimes although it was returned, it was not seen in the system. Similar 
systematic problems include the inability of the customers to cancel their orders from the system 
and the change in the contents of the order when it came to the payment section. In addition, 
unsupervised suppliers posed a major problem including non-invoiced sales, counterfeit 
products, gauging pricing or unavailability of seller information. In this process, problems with 
courier companies have come to the fore more. The departure of the cargo company from the 
customer address without subjecting the cargo to a “controlled delivery” process and long 
damage assessments were examples of these types of issues. Furthermore, customers 
experienced failures in return processes in which the product was not returned because it was 
received with a gift voucher or because of daily quota for return products. 

In terms of delivery gaps, late deliveries; wrong addresses; deformed, damaged products 
with broken cold chain; lost cargos; bad packaging; incomplete product deliveries in terms of 
quantity and weight; sending similar or cheaper products to the customer without paying price 
differences; unlocked product deliveries, sending products without guard bands; sending 
products approaching expiry date emerged as the major problems experienced by the customers 
in this period. 

Regarding communication gaps, customers suffered from unrelated comments about the 
products in the system, receiving products with close expiry dates under marketing campaigns, 
having invalid discount coupons, offering fake discounts, different price definitions from those 
written in the product images, different packaging from those shown on the shopping site, not 
having free cargo arising from their shopping membership, cancelling or splitting orders in case 
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of stock out without being informed. 
In relation to the customer gaps, as customers perceptions about private shopping sites 

revolve around their reputability, reliability, corporateness and brand image and they do not 
expect such logistic service failures from the private shopping companies and they misinterpret 
the service quality of them accordingly. For companies, these gaps arise from not knowing 
exactly the product they sell and the business partners they work with; not maintaining a fair and 
reliable pricing policies and adopting a non-transparent business models. 

As a conclusion, the biggest problems experienced by customers are caused mostly by the 
policy gaps of companies. Herein, prioritized logistics service quality categories in this 
intermittent curfew period are related with the fundamental logistics activities, which are 
respectively order processing, return management and customer services (especially complaint 
management). These findings are of great importance in understanding the service level 
expectation of customers in critical times such as intermittent curfew. Furthermore, the research 
shed light on companies regarding major gap categories, which they should focus more in 
conjunction with their internal processes and external environments. 
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Abstract:  
In contemporary corporate communications, Twitter has emerged as a focal channel to 
reach potential customers and other external stakeholders. At the same time, the global 
economy is going through a turbulent season due to the Covid-19 pandemic and related 
actions to contain the spread of the virus. This peculiar situation motivates the research on 
how companies are using their relatively newly established communication channel 
(Twitter), its unique short text format and reach to help in the survival through the 
unpredictable times. This research examines the financial performance and Twitter 
behavior of 18 manufacturing companies within the top 25 traded companies in Helsinki 
stock exchange. The study period for financial performance is the first half of 2020 
accompanied with the Twitter activity between January 1st and August 31st of the same 
year. The results indicate that the companies’ Twitter activity rose in March due to the 
Covid-19 lockdowns, and again in June, when restrictions started to ease, and the 
anticipated half-year and quarterly financial reports were soon to be published. Despite the 
difficult situation, content of the tweets remained positive and oriented in future and 
sustainability. In addition, stock valuation performance stands focal in communications. 
 
Keywords: Content Analysis, Twitter, Manufacturing Companies, Covid-19, Finland 
 
Introduction 
Social media platforms have emerged as a marketing channels for companies, but also offer 
means for stakeholder engagement and hiring (Chae, 2015). These platforms can also be used for 
brand building purposes (Moro et al., 2016). While brand building is effective through social 
media platforms, the approach should meet the desired outcome (e.g., advertising versus 
informal communications; Gao and Feng, 2016). As such, in addition to solidifying its place in 
individuals’ life for connecting with each other, social media plays an important role for 
companies wishing to reach those individuals on a more intimate manner. 

As established, social media platforms, such as Twitter, are being increasingly used in 
corporate external communications and their value for business has been recognized. Thus, it can 
be said that companies, who have successfully implemented social media to their repertoire of 
communication tools have additional capabilities at their disposal. The current special conditions 
caused by Covid-19 pandemic and associated counter measures to prevent its spread, have driven 
companies globally to survival mode. These circumstances create an environment, which 
enforces experimental approaches, while at the same time punishes for incorrect decisions. 
While not pleasant, this situation can reveal, which practices are valuable and which are not for 
companies’ success (e.g., communications via social media platforms). Therefore, this paper 
focuses on the following questions: 

RQ1. How are the Finnish manufacturing companies using Twitter for communications 
during Covid-19 pandemic? 

RQ2. Is there a relationship between the ongoing pandemic, resulting financial 
performance and Twitter activity for those companies? 

The rest of this article is structured as follows. Section 2 introduces advantages of 
analyses on social media content in previous literature. Then, the methodology of this research is 
described in Section 3. Lastly, Section 4 shows the results of the empirical study and offers 
conclusions based on those results. 
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Benefits of social media content analysis 
Using data from social media can yield results on opinions and trends without inherent 

biases related to traditional survey method, e.g., while investigating perception towards a brand 
(Blasi et al., 2020) or when investigating relevancy of supply chains in modern societies (Chae, 
2015). Especially, latent trends connected to a central term can be recognized via analyzing 
activity on social media (Tamayo et al., 2020). When combining data from social media with 
other type of data, it can be used to link events in real world to the discourse taking place online 
(Suma et al., 2017; Luo et al., 2016; Wang and Ye, 2016; Xu et al., 2016). 

Social media data has been historically used to understand pandemics, e.g., H1N1 or 
swine flu (Chew and Eysenbach, 2010). In their research, Chew and Eysenbach (2010) find 
patterns in Twitter activity fueled by official communications related to the pandemic but also 
recognize the content of the tweets to follow the seriousness of the situation (i.e., amount of 
humorous or sarcastic tweets decreased, when perceived severity of the situation increased). 
However, social media activity of publicly traded companies during pandemics is not extensively 
studied topic, which motivates this research. 

 
Methodology 
For the purpose of this research, the sample was gathered from the main Twitter accounts of 
Finnish manufacturing companies indexed in OMX Helsinki 25 index (top 25 traded companies 
in Helsinki stock exchange). Out of the top 25 companies in Helsinki stock exchange, 18 are 
manufacturing companies. Namely, these are Cargotec, Huhtamäki, Kemira, Kesko, Kone, 
Konecranes, Metso Outotec, Metsä Board, Neles, Neste, Nokia, Nokian Tyres, Orion, 
Outokumpu, Stora Enso, UPM-Kymmene, Valmet and Wärtsilä. Kesko is included to the sample 
even though they do not have their own manufacturing, because they are outsourcing 
manufacturing for products in most retail sectors under their own label. Tweets from the selected 
companies were gathered from the period between January 1st and August 31st, 2020. Only 
tweets from the studied companies were included in the sample, excluding any retweets and 
replies made by those companies in the examined period. This procedure amounted to total of 
3050 tweets containing 86 638 words. 

The content of the tweets was analyzed by using openly available web-based tool 
“Wordclouds.com”. The software and resulting analyses can be used freely for academic and 
commercial purposes, although referencing it is encouraged (Wordclouds.com, 2020). Some 
light processing for the data (e.g., making the form of occurring words unified) was made to 
ensure meaningful results. For example, numerous tweets referred to the Covid-19 pandemic, but 
the form of the written word varied (e.g., covid19, COVID-19, Covid-19). 

The analysis presented next in this article is based on the frequencies of the occurred 
words in the sample, accompanied with the activity of the studied companies studied on a 
timeline of the examination period. This approach is used to interpret the effect of ongoing 
Covid-19 pandemic to the public communications of large Finnish manufacturing companies. 

In addition to analyzing the Twitter activity and content of companies’ communications 
on the platform, the financial performance in the study period was inspected. This includes 
revenues (first half of 2020 in comparison to second half of 2019), Profits and losses (first half of 
2020 in comparison to second half of 2019) and share price development (June 2020 in 
comparison to January 2020). The relationship of the studied companies’ performance, tweeting 
activity and communications content is considered to pinpoint possible causality between those. 

 
Empirical results and conclusions 
Revenues of the studied companies took hit and in general decreased across the sample, with a 
few exceptions. It is evident from the comparison between first half of 2020 and second half of 
2019, that the Covid-19 had a halting effect on economies, which is manifested here as revenues 
decreasing by 9 %. Many of the companies could increase their profitability, or at the very least 
maintain the level from previous investigation period. However, few of the companies reported 
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such substantial losses, that the total profits in the first half of 2020 decreased by 10.4 %. As a 
result of the looming uncertainty of the ongoing pandemic and resulting poor performance in the 
first half of 2020, the share prices of the studied companies have been declining by average of 
10.7 %. 

The twitter activity of the studied companies between January 1st and August 31st, 2020 
can be seen as illustrated in Figure 1. The companies’ activity is considered here as a whole, to 
analyze the overall impact that the current situation has had to external communications. As 
evident from Figure 1, the activity in Twitter peaked during the first national lockdowns imposed 
to prevent the spread of Covid-19 in March. During June, the lockdowns were lifted which 
seems to have activated the companies resulting in another, albeit slightly more conservative, 
surge. The second rising can additionally be accredited to the impending release of second 
quarter and first half financial reports, which were highly anticipated due to the apparent 
difficulty in global economy due to the Covid-19. 

 

 

Figure 1. Studied companies’ activity in Twitter during the study period (number of tweets) 
 

While the sheer activity characteristics of the studied companies’ Twitter behavior 
reveals insight on the impact of ongoing circumstances to their business, content of those tweets 
needs to be analyzed to further understand the reasons behind the activity. Table 1 contains the 
forty most frequent words appearing in the studied tweets. Although the studied companies have 
faced hardships during the first half of 2020, most frequent words in their tweets tell a more 
positive story. The chosen words, such as “Future”, “Will” and “Can” signal from an optimistic 
outlook amid special conditions caused by Covid-19. Furthermore, efforts towards sustainability 
and innovation activities are represented among the frequently used words. In addition, 
communications relating to companies’ share prices are visible within the frequent words (e.g., 
“Share”, “Closes” and “EUR”).  
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Table 1. Forty most frequently used words in the studied corporate tweets 
 

Word Frequency Word Frequency Word Frequency Word Frequency 

Read 416 Change 179 Customers 128 Work 110 

Will 388 Future 176 Business 127 Production 109 

New 301 Valmet 166 Metso 126 Industry 105 

Can 277 Closes 164 Technology 122 Safety 104 

Sustainability 270 Wärtsilä 164 World 119 Find 102 

Outokumpu 264 Solutions 160 One 118 Climate 101 

EUR 214 Covid-19 153 Now 117 CEO 100 

Share 211 Learn 147 Steel 112 Finland 100 

Helsinki 187 Konecranes 135 Webinar 111 Year 100 

Sustainable 182 Help 132 Innovation 110 Know 99 

 

In Figure 2, the content of the tweets is represented in form of a word cloud. This 
presentation was chosen, since it can visually indicate the frequency of different words with the 
size (more frequent words appear larger in size). This way it is possible to concisely present 
approximately 1 200 most frequently used words in the sample. Furthermore, it enables 
possibility to quickly get a more comprehensive view on the main topics arising from the content 
of the studied tweets. 

 

Figure 2. Word cloud with word sizes based on the frequency of their occurrence 
 

Since March 2020 was the peak for Twitter activity in the studied sample, tweet content 
from that month was analyzed separately. Forty most frequent words during that month are 
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presented in Table 2. The overall situation seems to be similar to the period between January and 
August. However, Covid-19 pandemic seems to be discussed more. In addition, names of 
company organized exhibitions, capital markets days (CMD) and general meetings emerge, 
possibly due to the lockdowns imposed in March, leading to postponements, cancellations or 
transfers to online for these events. 

 
Table 2. Forty most frequently used words during March in the studied corporate tweets. 
 

Word Frequency Word Frequency Word Frequency Word Frequency 

Will 61 Sustainable 27 Closes 22 March 18 

Read 58 Business 26 NesteCMD20 22 Neste 18 

New 44 Solutions 26 Sustainability 22 One 18 

Can 37 Wärtsilä 26 CONEXPOCONAGG 21 Products 18 

Outokumpu 35 Annual 25 Production 21 Today 18 

Metso 29 Change 25 Renewable 20 Help 17 

Konecranes 28 EUR 24 StainlessSteel 19 Packaging 17 

Share 28 MetsoCONEXPO 24 Customers 18 Performance 17 

Covid-19 27 General 23 Day 18 SmartMarine 17 

Helsinki 27 Meeting 23 Future 18 Use 17 

 

A visual representation of approximately 1 600 most used words can be found in Figure 
3. In addition to the mentioned differences between the analysis of January-August period, it 
seems that tweets from March contain multitude of words with minimal frequency. One 
explanation for this could be that Covid-19 started to emerge as a popular topic, and sentences 
utilizing typical words for that type of writings became more frequent when the year went on. 
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Figure 3. Word cloud with word sizes based on the frequency of their occurrence (March) 

There is no doubt that the ongoing Covid-19 pandemic has sparked a significant portion 
of the studied Twitter activity during 2020. Similarly as found by Chew and Eysenbach (2010) 
during H1N1 pandemic, the fluctuation in the popular perception towards the development of 
this pandemic accompanied with the periodical releases of official communications on it seem to 
steer the popularity of it in public discussion online. Despite the current harsh conditions, the 
studied companies seem to continue building their image via social media by maintaining 
positive attitude. When regular interactions (face-to-face) are not possible, other opportunities 
are found. This is evident from the frequency of writings regarding reading, learning and 
webinars. 

It seems that during the special conditions caused by the Covid-19 pandemic, large 
manufacturing companies in Finland are still concentrating noticeable share of their efforts to 
transform their business to a more sustainable direction. This goal is seen as a requirement to 
ensure success in future. It is also evident, that higher degree of sustainability is not believed to 
be achievable with a “business-as-usual” mindset, but the focus is on finding something new and 
renewing the business through change. 

As a part of sustainability, prolonged economic success plays an important role, which is 
reflected in the communications of the studied companies. Many of those use Twitter as a 
channel to communicate with their shareholders. This behavior can be seen as tweets 
encouraging to read various reports, e.g., on annual, quarterly or sustainability performance. 
Some of the companies also used Twitter for bulleting the behavior of their share price on a 
weekly basis. 

For further studies, it could reveal additional insight from the companies’ tweets, if more 
formal analyzes would be employed. These could include sentimental analysis to figure out 
whether the tweets are positive, negative or neutral in characteristics (e.g., Blasi et al., 2020; 
Chew and Eysenbach, 2010; Tamayo et al., 2020). In addition, relationships between the used 
words could be analyzed to build networks representing the frequent words, revealing 
connections between different communicating parties and possibly latent trends in Twitter. 
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Abstract: 
This study examines various factors that influence attitude and intention to buy organic 
food during the COVID-19 outbreak. We extract multiple elements from previous studies 
conducted in different countries and analyse those factors such as health consciousness, 
social consciousness, safety, quality, fashion trend, hedonic motivation, and green labels. A 
total of 661 online questionnaires were collected from social media platforms, after which 
the data were analyzed using statistical tools. We find that with the growing concerns of 
consumers towards food safety during the COVID-19 pandemic, the shift in the attitudes 
and intention to buy organic foods is influenced by social consciousness, food quality, and 
safety. By understanding the need to improve health and quality of life during COVID-19 
will have enormous implications for the marketers, manufacturers, and retailers. 
 
Keywords: COVID-19, Organic Food, Purchase Intention, Theory of Planned Behavior (TPB), 
Chinese Market 
 
Introduction 
The green concept of agriculture and food consumption is widely promoted and encouraged in 
China to deal with the existing or potential agricultural problems and risks. Coming to the 21st 
century, people start to pay close attention to food quality, food safety, farmland sustainability, 
and animal welfare. With the growth of consumers’ awareness and concerns about health and the 
environment, organic foods' demand is dramatically increasing (Wee, 2014). Meanwhile, 
farmers’ consideration of returning to organic and environmentally friendly products contributes 
to organic foods’ gaining acceptance in China (Patel et al., 2007; Paul et al., 2016). The Chinese 
Government also takes some measurements to limit or prohibit some pesticide and chemical 
fertilizer to promote organic farming (Yin et al., 2010; Schifferstein & Ophuis, 1998). 

The Chinese organic agriculture market today is still relatively small compared to 
conventional agriculture. Many of the people who already have a positive attitude towards 
organic foods are constrained by various obstacles, which include high price premium, consumer 
skepticism, and consumer lack of information (Vindigni, Janssen, & Jager, 2002; Thompson, 
1998; Lea & Worsley, 2005).  

In 2020, due to COVID-19 outbreak, the Chinese Government ordered to lock down 
Wuhan city on January 24 and began a nationwide shutdown (Zhong, Guo, & Chen, 2020). 
Influenced by the government's epidemic and corresponding measurements, companies started to 
reduce salary, lay off workers, and even shut down parts of the business to control costs. For 
citizens, many of them suffered from falling income or losing jobs. Thus, people also 
consistently reduced their consumer spending habit to cope with uncertainties. So, this paper 
aims to investigate the main factors affecting Chinese consumers' intentions to purchase organic 
foods during the outbreak of COVID-19 in China. This study will help organic foods companies 
develop effective strategies to encourage and maintain organic foods consumers by fully 
understanding customers’ intentions in a serious health crisis that both people’s health and 
income face risks and uncertainties. 
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Literature Review 
2.1. Organic food market in China 
In China, organic agriculture started in the early 1990s when Skal, a Dutch certification 

agency, certified green tea products from Lin'an, Zhejiang Province (Sheng et al., 2009). Last 
two decades, China successfully presented an active picture of an emerging organic market that 
both the demand side and supply side of the organic food market mutually promote this 
industry's dynamic and commercialization.  

On the demand side, consumers' intention to buy organic products is steadily rising, 
driven by various factors such as the concerns with environment and animals' welfare, a pursue 
higher food quality, and fear of chemical residual (Krystallis, Fotopoulos, & Zotos, 2006). 
According to Grannis, Hine, and Thilmany (2001), one of the most important factors is the rising 
purchasing power and life standard of Chinese; they can pay the price premium for organic 
products. For example, the demand for organic foods in Tier 1 cities in China is relatively 
increasing. 

For the supply side, due to the impulse buying of domestic consumers and a large 
quantity of export, farmers are inspired to start or expand organic agriculture businesses 
(Hamzaoui-Essoussi & Zahaf, 2012). In 2006, China moved from 45th ranking to 2nd ranking 
globally in terms of hectares under organic management (Wan, Xiang, & Xinpeng, 2014). At the 
end of 2007, China's organic food has about 30 categories and more than 500 types of products, 
including but not limited to grains, oil crops, vegetables, fruits, tea, honey, natural spices, herbs, 
dairy products, and aquatic products (Sheng et al., 2009). Additionally, domestic convenient 
delivery service and advanced social commerce play a vital role in distributing and advertising 
organic food (Tariq et al., 2019). 

 
2.2. Theoretical framework  
Previous studies applied the theory of reasoned action (TRA) and the theory of planned 

behavior (TPB) to investigate factors influencing organic purchase behavior (Wee et al., 2014; 
Júnior et al., 2019). Ajzen (1991) indicated attitudes toward the behavior, subjective norms, and 
perceived behavioral are three determinants to predict consumers' purchase intention and 
purchase behavior. Other studies (Honkanen, Verplanken, & Olsen, 2006; Xie et al., 2020) also 
verify that consumers' attitude is highly correlated with their purchase intention. This study will 
extract key factors mentioned by previous researches such as health consciousness (Kaplan, 
2008; Yin et al., 2010), social consciousness and the environment (Kaplan, 2008), and hedonistic 
motivation (Anisimova, 2016; Hughner et al., 2007) to retest the correlation during the COVID-
19 outbreak.  

 
2.3. Factors influencing attitude and intention to buy organic food consumers  
2.3.1 Health consciousness 
Concern about food and the environment is a significant factor in driving consumers' 

demand for organic food (Kaplan, 2008). Consumers normally perceive organic foods are 
healthier than conventional foods to control obesity and keep a healthy lifestyle (Zagata, 2012; 
Anisiusually, 2016). Chen (2009) pointed out that there is an unambiguous relationship between 
a healthy lifestyle and positive consumers' attitudes towards organic foods. Crawford (1980) 
raised the concept: healthism, that is, health-oriented consumers perceive personal health as the 
primary value in organic food to achieve happiness and well-being. In China, Chinese consumers 
are beginning to be more aware of health-related topics and nutrition in the food (Rana & Paul, 
2017).  Therefore, we hypothesize: 

 H1: Health consciousness will positively influence attitude towards organic foods during 
COVID-19 outbreak. 
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2.3.2 Social consciousness and the environment 
Growing concerns with sustainability and the environment inspire people to consume 

environmental-friendly agriculture products. Previous research (Chen, 2019; Grunert, 2011) 
found environmental awareness became a significant determinant that motivates consumers to 
purchase organic products. During the outbreak of COVID-19, whether consumers' altruism and 
sensory responsibility will still positively encourage them to choose organic food when their 
interest and health face risks remain uncertain. Thus, the hypothesis is: 

H2: Social consciousness and the environment will positively influence attitude towards 
organic foods during COVID-19 outbreak. 

 
2.3.3 Food safety 
Organic food safety is recognized by consumers as one of its greatest values and is one of 

the main reasons for consumers purchase (Hughner et al., 2007; Rana & Paul, 2020; Fotopoulos 
& Krystallis, 2002). Two big sources of consumers' focus on food safety are from the extensive 
food scandals and domestic suspicion for the safety of genetically modified organisms (Falguera, 
Aliguer, & Falguera, 2012; Garcia & Teixeira, 2016). COVID-19 firstly believed a foodborne 
health crisis originated in Wuhan (Xie et al., 2020), raises people's concern about food safety. 
Although the virus's origins cannot be traced immediately and accurately with more and more 
discovery and evidence coming up, consumers do not pay less attention to food safety. 
Therefore, the hypothesis is formulated as follow: 

H3: Food safety concern will positively influence attitude towards organic foods during 
COVID-19 outbreak. 

 
2.3.4 Food quality 
Chinese consumers with a growing lifestyle intend to avoid purchase products without a 

sign of product quality (Ennis, 2007). Several studies find that consumers perceive organic food 
as high-quality products that taste better, contains more nutrition (Chen et al., 2014; Anisimova, 
2016; Rana & Paul, 2017). Steptoe (2015) considers measuring taste, smell, and appearance as 
the standard to define foods' overall quality. To test if consumers' attitudes towards organic 
food's quality change, the hypothesis is: 

H4: Food quality concern will positively influence attitude towards organic foods during 
COVID-19 outbreak. 
 

2.3.5 Fashion Trend  
The fashion trend is an influential factor motivating and guiding people's purchase 

behavior, especially for young generations in China. Tariq (2019) first proposed that fashion 
trend is an important consideration that may influence consumers' attitudes. There are little 
researches about fashion's function in spreading and promoting organic food in China. During 
the outbreak of COVID-19, the role of fashion trends in influencing consumers' attitudes towards 
organic foods worthy of being investigated. Hence, the hypothesis is: 

H5: Fashion trend will positively influence attitude towards organic foods during 
COVID-19 outbreak. 
 

2.3.6 Hedonistic motivation  
Hedonistic motivation as a determinant driving people to purchase organic food has been 

studied by many scholars (Anisimova, 2016; Hughner et al., 2007; Thøgersen, Zhou, & Huang, 
2016). Also, hedonism is perceived by Grunert and Juhl (1995, p. 43) as an individualistic 
domain, which means it is closely related to stimulation, representing pleasure, and sensuous 
gratification for oneself. In the modern Chinese consumers' group, hedonism is always presented 
as a sharing or even flaunt in several online social platforms and communities. Therefore, the 
hypothesis is formulated as follow: 
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H6: Hedonistic motivation will positively influence attitude towards organic foods during 
COVID-19 outbreak. 
 

2.3.7 Organic food certification  
Previous studies (Tariq, Wang, & Tanveer, 2018; Hamzaoui-Essoussi & Zahaf, 2012) 

emphasize the importance of the certification in consumers' purchase decision process. Organic 
products certification's effectiveness on motiving consumers to purchase is always associated 
with consumers' trust and consumers' knowledge with the definition of organic food and 
authentic certificate or label (Hamzaoui-Essoussi & Zahaf, 2012). Thompson (1998) pointed out 
that one of the constraints to purchase organic foods is the lack of trust in organic certification. 
The Chinese organic regulation requests that all organic products sold in China comply with the 
National Standard (Sheng et al., 2009). Also, labelling as a sign showing consumers with 
products' certification and qualification will enhance consumers' trust in organic foods and 
directly influence consumers' purchase decision processes (Krystallis, Fotopoulos, & Zotos, 
2006). Hence, the hypothesis is: 

H7: Organic food certification will positively influence attitude towards organic foods 
during COVID-19 outbreak. 
 

2.3.8 Consumers’ attitude and purchase intention 
According to the definition of Eagly & Chaiken (1993, p. 1), attitude is a psychological 

tendency that is expressed by evaluating a particular entity with some degree of favor or 
disfavor. Based on the Theory of Planned behavior, Ajzen (1991) proposed a positive 
relationship between attitude and intention. Honkanen, Verplanken, and Olsen (2006), in their 
research, confirm that consumers' attitudes towards organic food will positively influence their 
purchase intention. Additionally, Xie et al. (2019) conclude that the health crisis leads consumers 
to carry a positive attitude toward organic food. However, it is difficult to predict that consumers 
with a positive attitude will have purchase intention for organic foods in such a special period. 
Therefore, we hypothesized: 

H8: Consumers’ attitude towards organic foods will positively influence their intention to 
buy organic food. 

 
Based on the theoretical framework and discussion above, this study proposes a 

conceptual model as shown in Figure 1. 
 

 

Figure 1. Conceptual Model 
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Conclusion 
The present study was designed to determine the impact of several factors, which have been 
examined in numerous previous researches on purchase intention during the pandemic. This 
study has identified some significant determinants, such as health consciousness, food safety, 
and food quality. These findings suggest that, in general, consumers’ attitudes and consideration 
of organic food have a certain shift during the COVID-19 outbreak. The findings reported here 
shed new light on consumers’ response and alternative preference to organic foods in the face of 
risks and uncertainties. Additionally, the findings also offer organic food companies a reference 
on how to develop their consumer groups during the pandemic. This study's scope was limited in 
terms of a relatively small data sample of 661 RESPONDENTS’ different levels of Chinese 
cities. Thus, the study is unable to verify the actual condition of a certain region. A further study 
could assess consumer purchase intention via demographic profile.  
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Abstract: 
Potential depletion of resources due to overpopulation in cities is tackled by smart city 
solutions (SCS). However, paradoxically citizens are reluctant to adopt SCS. This study 
explores antecedents of one of the main factors influencing consumer adoption – attitude. 
The result of quantitative data analysis showed that commitment to the city has an indirect 
positive effect, whilst innovativeness has a direct positive effect on attitude towards the 
concept of SCS. The study provides a model embracing the factors which are to be taken 
into account while conducting research on attitude towards SCS and their adoption. 
Managerially, the study contributes to anticipation of attitude towards the concept of SCS 
and, hence, adoption of extant and would-be SCS. 
 
Keywords: Smart City Solutions, Consumer Attitude, Antecedents 
 
Introduction  
The growth of population in cities triggers various issues (Kummitha, 2019) entailing 
transformation of cities “to meet future challenges without sacrificing public value” (Timeus et 
al., 2020, p. 730) and deploy available resources judiciously. These challenges are taken by 
smart city solutions which cope with sustainability problems with the use of up-to-date digital 
(Kummitha and Crutzen, 2017) or data-based technology (Woetzel and Kuznetsova, 2018), 
engaging citizens in tackling these problems (Chatfield and Reddick, 2018) and providing the 
required infrastructure and access to these technologies (Yeh, 2017) in order to augment quality 
of life (Brock et al., 2019). The recent research has unveiled a paradox: citizens are somewhat 
lackadaisical to adopt smart solutions (Woetzel and Kuznetsova, 2018; Habib et al., 2019; Mital 
et al., 2018). The extant studies either focus on the digitalised nature of SCS (Peng et al., 2014; 
Tang and Ho, 2019), or explore separate sustainable and “green” solutions (Bjerkan et al., 2016; 
Heidenreich et al., 2017). Studies synthesizing both the streams are scant. 

The aim of the article is to discover the factors influencing a crucial factor of adoption – 
attitude (Gimpel et al., 2020) towards the concept of SCS and suggest a theoretical model for 
determining consumer attitude towards the SCS concept. In literature, factors influencing attitude 
in the smart city context are related to gamification (Cavada and Rogers, 2020), place attachment 
(Belanche et al., 2016) and use-related aspects: comfort, perceived ease of use and perceive 
usefulness and intrusiveness (Papa et al., 2020). Taking into account the criticality of citizens’ 
involvement in smart cities and their socially responsible consumption, as well as affective 
aspect of attitude which can be related to joy and other emotions towards the city and what it 
offers the study complements the abovementioned factors. 

 
Methodology 
E-government Development Index as one of the factors in IESE Cities in Motion Index is used 
for judging the smartness of cities. Moscow, Russia, has the highest rank in the recent e-
government survey, and therefore was selected for conducting the survey. For the 
generalizability purposes and to avoid major inter-cultural differences we opted for another 
smart city – Saint Petersburg. 

In compliance with Sepasgozar, Hawken, Sargolzaei and Foroozanfa (2019) exploring a 
model for predicting the acceptance of urban technologies, our sample size comprises over 332 
respondents. In line with the future perspective of smart cities as aimed to “reach sustainable 
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futures” (Kummitha and Crutzen, 2017, p. 44), and taking into account a recommendation to 
focus on digital natives in research related to ubiquitous information systems which could be 
smart city solutions (Vodanovich et al., 2010), the respondents were screened based on their age 
of 14-35 years old.  

 
Findings 
Results show that affective commitment to the city has an indirect positive effect on attitude 
towards the concept of SCS through socially responsible consumption involvement. It opens the 
floodgates to discussions related to a role played by affective commitment in such adoption. 
Previous research found no significant relationship between place attachment and acceptance/ 
usage of ICT-based SC solutions (Yeh, 2017) without an intermediary stage of attitude. 

Furthermore, affective commitment positively influences customer participation, whereby 
the latter has no effect on attitude. However, interestingly, their participation has no effect on 
their attitude towards SCS.  

Finally, innovativeness has a positive influence on attitude towards the concept of SCS. 
Interestingly, age and sex have no effect on the attitude to the concept of SCS. It might be due to 
the fact that the study was conducted among a group of millenials as opposed to studies 
investigating, for instance digital immigrants versus digital natives. 

Theoretically, the research contributes by inferring from literature and testing the factors 
directly and indirectly influencing attitude toward the concept of SCS and proposes a theoretical 
model (Figure 1). Managerially, the study contributed to the field of adoption of smart city 
solutions by introducing the factors to be taken into account for adjusting attitude towards SCS. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 1. Theoretical model of Attitude towards the concept of SCS 
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Abstract: 
This paper argues that if the end goal of applying gamification is to change the user’s 
behavior, gamification should be analyzed as an instrument of persuasion. Currently, the 
impact of gamification on the user is looked through either the lenses of motivation or that 
of user experience. The concept of perceived gamification is introduced, which is 
understood as the willingness and ability to recognize promotional activity as a game-like 
activity without the need to distinguish any particular game elements.  
 
Keywords: Perceived Gamification, Gameful Experiences, Literature Review, Scale 
Development 
 
Introduction 
Gamification is widely applied by various companies to achieve goals related to the engagement 
of consumers (Leclercq et al., 2018), employees (Mitchell et al., 2020), students (Aparicio et al., 
2019). The gamification market is steadily growing as the use of gamification for marketing 
purposes remains one of the major sources of this growth.  

The relevance of studying gamification in marketing is primarily determined by the 
growing conflict between the existing theoretical knowledge about gamification in information 
systems and the effectiveness that gamification tools demonstrate when implemented in a real 
business context (Xi & Hamari, 2019). In Russia, the growing use of gamification in marketing 
is primarily associated with grocery retailers, which have been extensively launching large-scale 
gamified promotional campaigns on an ongoing basis. However, despite the widespread 
distribution of gamified campaigns, companies struggle to find proof and consistency in the 
results of gamification applications (Klimova, 2018). Moreover, gamified promotions in grocery 
retail lead to an increase in the amount of waste in the form of booklets, stickers, and collectible 
figures, which represents a negative impact on the environment. Therefore, there is a vivid 
demand from business for instruments allowing to assess the potential effectiveness of 
gamification before its launch. 

Current literature allows us to draw a basic understanding of a concept of gamification 
but mostly from a designer perspective (Ding, 2019), which is a barrier prohibiting rapid 
expansion of the understanding of the concept to various areas of management, such as 
marketing. There is currently a lack of measures, which would allow to simultaneously see how 
people on the receiving end understand gamification and what feelings except for the enjoyment 
of using the system they have towards gamification and its implementation by a business.  

In this paper, we aim at explicating the shortcomings of existing approaches to 
gamification research, and, in response, propose a way to better align the objectives of modern 
business with the design of empirical research on the respective subject. To do that, we firstly 
conduct a literature analysis, which revealed two main approaches towards studying 
gamification, their peculiarities, and limitations. We then propose a complementary third 
approach – Gamification as a perception management tool – aimed at compensating some of the 
shortcomings of the other approaches. Further, we introduce the concept of perceived 
gamification and argue for the reasons it is necessary to assess consumer perception of 
gamification to enrich the contribution of the gamification research to the area of marketing 
studies. 
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Literature review 
It is generally accepted that the concept of "gamification" was first introduced into the 

scientific community in 2011 in a report by a group of authors (Deterding et al., 2011) at a 
conference on new media. It has been proposed to consider gamification as the use of game 
elements in a non-game context (Deterding et al., 2011, p. 10). Depending on the studied 
research context, academics have been modifying the definition to reflect the specifics of their 
scientific work or justify the choice of a research design (Seaborn & Fels, 2015; Koivisto & 
Hamari, 2019). Table 1 shows examples of the main interpretations of the term "gamification" in 
various areas of management.  

In an attempt to contribute towards the systematization of the studied area of research and 
reveal the research gaps, which prohibit its rapid growth, a literature analysis has been 
conducted. To cover the majority of publications devoted to gamification, articles published in 
peer-reviewed journals comprising the ABS-list 1were selected from Web of Science, Scopus, 
and EBSCO databases based on the presence of keywords such as “gamification” and “gamified 
system”. The selected 128 relevant papers and preprints covered the period from 2011 to 2020. 
In a more detailed analysis of annotations, some articles were excluded from the list resulting in 
76 publications: 3 A-level journals, 34 B-level journals, 21 C-level journals, and 18 D-level 
journals. The largest number of publications were empirical research pieces, 42 of which were 
carried out using the experimental method, 5 articles were dedicated to the development of 
scales, and 10 articles represented reviews in the form of meta-analysis and bibliography.  

The publications were then analyzed based on the definition of gamification referred to in 
the paper, the research context, analyzed outcomes, and the objective of gamification 
implementation. The results allowed us to distinguish two distinct approaches, determining the 
peculiarities of choosing the object, subject, and context of gamification research.  

 
2.1. Gamification as a motivation management tool 
Within the first approach to defining gamification, the phenomenon is viewed as the 

application of game mechanics and elements in a non-game context to change user behavior 
(Deterding et al., 2011; Hofacker et al., 2016; Hsu & Chen, 2018; Mekler et al., 2017).  

This approach is largely based on the definition of gamification by (Deterding et al., 
2011), which has been later criticized (see, for example: (Werbach, 2014; Huotari & Hamari, 
2012; 2017)). Among the key arguments, it was noted that it was impossible to create a universal 
list of game elements that would accurately determine an activity as gamification (Werbach, 
2014), as well as the lack of consideration of user experience (Huotari & Hamari, 2012; 2017).  

The use of this approach allows comparing "gamification vs no gamification" (Hamari, 
2015; Kim & Ahn, 2017) or the efficiency of different game mechanics (Sailer et al., 2017; 
Mekler et al., 2017). Appealing to the gamification as a presence of some particular mechanic is 
simple and allows to visualize the distinction. Therefore, experimental design, in this case, is one 
of the best ways to answer stated research questions. Nevertheless, those questions would have a 
limited range and hence are best used to deduce hypotheses about the impact of various 
mechanics.  
 

2.2. Gamification as an experience management tool 
According to the second approach, gamification is viewed as the process of improving 

services provided with the emphasis on creating a gaming experience and a sense of "full 
perception of the game" to create additional value for the consumer (Huotari & Hamari, 2017; 
Mullins & Subherwal, 2020; Hsu & Chen, 2018; Eppman et al., 2018). The corresponding 
research context generally includes marketing research (Leclercq et al., 2018), development of 
consumer relations with the brand (Nobre & Ferrera, 2017), consumer experience management 

 
1 List of peer-reviewed journals by Chartered Association of Business Schools 
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(Eppman et al., 2018), employees engagement management (Mitchell et al., 2020; Ding, 2019), 
and managing online communities (Yang et al., 2017).  

Gamification is a popular tool used to engage customers into relationships and stimulate 
the value co-creation process which can be reached through customer engagement (Leclercq et 
al., 2018). Customer engagement also results from motivational drivers (van Doorn et al., 2010) 
which means that consideration of consumer motivation when implementing gamification is 
important but not necessarily because of extrinsic reward sensitivity minimization. It is important 
for the formation of a relationship between consumer and brand through value co-creation 
processes (Cossio-Silva et al., 2016; Nobre & Ferreira, 2017) or engagement in online discussion 
and word-of-mouth (Ding, 2019; Hassan et al., 2019; Hamari, 2015).  

 
Table 2. Analysis of approaches to define the gamification 

 
Criterion Management of motivation Management of experience 

Definition  Application of game mechanics and 
elements in a non-game context to 
change user behavior (Deterding et al., 
2011; Hofacker et al., 2016; Hsu, Chen, 
2018; Mekler et al., 2017) 

 The process of improving the services 
provided with the emphasis on creating a 
gaming experience and a sense of “full 
perception of the game” in order to create 
additional value for the consumer (Huotari, 
Hamari, 2017; Mullins, Subherwal, 2020; 
Hsu, Chen, 2018; Eppman, Bekk, Klein, 
2018) 

Research 
context 

 Training, including online education 
and company staff training 
(Aparicio et al., 2019; Ding, 2019) 

 Adoption of information systems 
(Mekler et al., 2017) 

 Knowledge Management (Friedrich 
et al., 2019)  

 

 Marketing (Leclerq, Hammedi, Poncin, 
2018) 

 Development of consumer relations with 
the brand (Nobre, Ferrera, 2017) 

 Consumer Experience Management 
(Eppman, Bekk, Klein, 2018) 

 Managing online communities (Yang, 
Asaad, Dwivedi, 2017) 
 

Outcome  Perceived ease of use (Koivisto, 
Hamari, 2019; Yang, Asaad, 
Dwivedi, 2017) 

 Change in the quantity and quality 
of completed tasks in the system 
(Mekler et al., 2017; Sailer et al., 
2017; Van Roy, Zaman, 2019) 

 Willingness to participate in loyalty 
programs (Hwang, Choi, 2020) 

 Changing attitudes toward the system 
(Hamari, 2015; Huotari, Hamari, 2012; 
Eisingerich et al., 2019) 

 Customer engagement (Nobre, Ferreira, 
2017; Leclerq, Hammedi, Poncin, 2018) 

 Reaction to advertising messages 
(Vashisht, Royne, Sreejesh, 2019) 

 Value co-creation activities (Cossio-
Silva et al., 2016) 

Objective of 
gamification 
implementation 

- Boosting intrinsic motivation,  
- liminating the reaction to extrinsic 

rewards (bonuses, discounts),  
- Increasing the participation rate, 

performance rate 

- Increasing consumer engagement in 
relationships with a brand,  

- Creating hedonic experiences,  
- Willingness to share experience 

increasing,  
- User generated content stimulation 

Mechanism  Directly through intrinsic motivation boost Indirectly through intrinsic gamification boost 

Strengths  Easy to manage the intensity of gamification 
and select suitable mechanic for desired 
result. 

Introduces gamification in more subtle way, 
allows consumer to immerse into activity and 
gain hedonic experience 

Weaknesses  Introduces gamification “in your face” which 
makes it closer to game and might influence 
the perception of gamification as something 
“childish” or manipulative. 

Difficult to establish boundaries of gamification 
and select measures to operationalize divided 
from other characteristics the system might have 
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As it can be seen form the table both approaches have the definition in its basis and as for 
balance between strengths and weaknesses the combination of two approaches should represent 
the perfect combination.  

 
Gamification as a perception management tool 
Perceived gamification can be defined as the willingness and ability to recognize promotional 
activity as game-like activity without the need to distinguish any particular game elements.  
Within the scope of this study, we will consider perceived gamification in the marketing context 
because the perspective of the consumer is crucial in marketing studies and gamification of 
marketing still occupies the first place in market share for gamification in the world 
(octalysis.com). 

 
3.1. Gamification and consumer perception 
Gamification, regardless of the approach to the definition, is created to change behavior. 

Any experience that is created to change attitudes, behaviors, or both is a persuasive experience 
(Fogg, 2008). Gamification is doing this “by focusing on the entirety of the users’ experience to 
find the relevant spots where it can blend in the experience and do its magic” (smashmagazine. 
com). By enhancing motivation gamification can influence the subconscious decision and hence 
quickly become part of our irrational behavioral pattern. That is why it's crucially important to 
understand how the fact that the consumer recognizes some type of promotion as gamification 
would influence attitude, behavioral intentions towards the brand, product, or a loyalty program. 

It is often noted that there is no proper measurement instrument for capturing the 
emotional and involving qualities of gamification, that is, gameful experiences (Huotari & 
Hamari 2017). Although it has been suggested that users can have a gameful experience without 
actually playing a game (Eppmann et al., 2018), existing measures of the construct (e.g., Game 
engagement questionnaire by (Brockmyer et al. 2009 

 
3.3 Consumer personal characteristics and perceived gamification  
It should be noted that most studies on the subject investigate the behavior of users of 

gamified systems without taking into consideration personality characteristics. According to 
certain views, this fact does not allow to accurately determine the individual user experience 
(Ferro et al., 2013). The game elements that form the basis of a gamified system only set the 
possibilities of the gaming experience. At the same time, the user experience itself depends on 
the perception of these possibilities, i.e. whether the user is aware of their existence, as well as 
whether he or she uses these capabilities. Thus, different game elements can in different ways 
influence the motivation of different users, which is currently not considered in such studies. 

Five main typologies consider the relationship between characteristics of consumers as 
players, their leading motivation, and game mechanics which could have influenced the 
efficiency of particular mechanics usage (Tondello et al., 2019).  

These typologies demonstrate that there is a rationale in the attempt to connect the 
personal characteristics of people and their gaming experience with the attitude towards 
gamification and its acceptance in general. As perception is influenced by previous experiences 
it would be right to introduce some personal characteristics into understanding the perceived 
gamification. 

 
Conclusion  
The analysis of 76 state-of-art gamification studies has allowed distinguishing three approaches 
to defining gamification for research designs. The first approach – Gamification as a motivation 
management tool – is focused on the interaction between a system where gamification has been 
introduced and the user of this system. The second approach – Gamification as an experience 
management tool – deals with various kinds of engagement-oriented outcomes, which include: 
value co-creation activities efficiency, customer engagement, reaction to advertising messages, 
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and change of attitudes towards the brand, program or any system after engagement in the 
gamified activity. The two approaches are characterized by different outcomes, which are 
measured in respective studies. Both of them also consider gamification from the system’s 
designer point of view. The limitations of the approaches’ implementation have been discussed, 
such as the extensive focus on motivational research, the misuse of both approaches at once, and 
the limited results application possibilities for the marketing discipline due to difficulties in 
construct operationalization. 

The third approach – Gamification as a perception management tool – is a new approach 
proposed to enrich existing understanding of gamification by considering the perspective of the 
consumer, who can form an opinion on the efficiency of the gamification even before engaging 
with the gamified system. To develop this approach, a new construct – perceived gamification – 
has been introduced.  

Finally, the study mentions the potential impact of personal consumer characteristics on 
the perceived gamification and consequently – its impact on gamification outcomes. However, 
apart from game attitude, the potential variables are not evaluated in this study. Further 
development of this approach is likely to rely on such research, which would explore the 
antecedents of perceived gamification in more detail. 
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Abstract: 
This paper aims to study female consumers' perceptions of the intention to buy cosmetic 
products during the COVID-19 pandemic in terms of specific discount strategies. Different 
types of discount patterns have a positive relationship with perceived price attractiveness 
and purchase intention. The results show that the most effective way to motivate Chinese 
customers to purchase cosmetics during the epidemic is the price discount. Therefore, this 
study will help the cosmetic industry better understand consumers' perception and 
shopping behaviors towards cosmetics, especially when all people are in lockdown and 
must wear a mask in many occasions and public areas. Simultaneously, it can be a 
reference for cosmetic companies to study and better grasp consumer consumption 
behavior changes during a crisis. 
 
Keywords: Cosmetics, Pricing Strategies, Purchase Intention, COVID-19, Price Attractiveness 
 
Introduction  
By 2022, Rajput (2016) points out that the global cosmetic market is expected to get $429.8 
billion, with a 4.3% compounded average growth rate (CAGR) from 2016 to 2022. 
Euromonitor’s research (as cited in HKTDC Research, 2019) shows that in 2018, China's 
makeup cosmetics sales reached 42.8 billion yuan. The market for China’s make-up cosmetics is 
far from saturated.  

In China, make-up cosmetics are more prevalent in recent years because of the e-
commerce blooming and key opinion leaders (KOL) sharing make-up information or tutorials on 
social media (Euromonitor International, 2020). Also, Daxue Consulting (2020) points out that 
social media platform is another intriguing reason for the growth of make-up products market. 
Due to the outbreak of the COVID-19, the sales of makeup cosmetics in China maybe grow only 
4% by 2020 compared with the normal expected sales growth of 24% (Euromonitor 
International, 2020).  

Under the situation of the COVID-19 pandemics, consumers' consumption behavior 
patterns will change reversibly or permanently. The research of Mościcka et al. (2020) shows 
that the frequency of the use of cosmetics products was polarized. The use of hand wash and 
skincare products are not much affected by the epidemic; however, the frequency use of color 
cosmetics such as lipsticks, eye-shadows are hugely decreased.  

In all, because of the outbreak of the COVID-19 pandemic, the selling of the makeup 
cosmetic products is hugely influenced, and it’s necessary to find out why cosmetics are 
suffering, what consumers behavioral changes contribute to the sale reduce, and what marketing 
promotion approaches are effective in this situation.  

 
Literature Review  

2.1. Impact of the COVID-19 outbreak on makeup cosmetics market 
The outbreak of the COVID-19 pandemic heavily affected products within color 

cosmetics (Euromonitor International, 2020). According to Euromonitor (2020), because of the 
lockdown in the whole of China, customers for the cosmetic market were trapped at home and 
unable to have an everyday social life in the workplace or other public places. This situation 
heavily threatened the Chinese makeup cosmetic market with a vast decreased demand for the 
products. Although makeup cosmetics are under threat at this time, the pandemic’s influence will 
not last for a long time, and the Chinse makeup cosmetics market will quickly recover because of 
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the growing Chinese young generations’ willingness to pursue fashion and makeup (Euromonitor 
International, 2020).  

 
2.2 Perceived price and perceived price attractiveness 
Price is defined as the sacrifice of consumers for goods or services and is perceived by 

consumers as a quality indicator (Zeithaml, 1988, pp.10). According to Jacoby and Olson (1977), 
a perceived price means a product’s encoded price by consumers themselves. Different 
consumers can have different perceptions of the price (Büyükdag, 2020). According to Parguel 
(2016), under the adaptation level theory, customers will use a reference price (price without any 
discount) as an indicator to evaluate the price reasonability for particular products or services. A 
perceived reasonable price will reinforce customers’ acceptance for a product. An acceptable 
price is the definition of price attractiveness (Lichtenstein et.al 1988). Büyükdag (2020) points 
out that customers have positive attitudes to a product with an attractive price. 

 
2.3 Sales promotion patterns of makeup cosmetics 
Sales promotions influence consumers’ decisions to purchase products instantly (Kotler, 

2003). It is one of the most essential marketing mix elements to motivate customers to purchase 
products with larger quantities or a higher frequency (Hawkes, 2009). Blattberg & Neslin (1990) 
summarizes that sales promotions include price promotions such as coupons or discounts and 
non-price promotions like sampling or sweepstakes. This paper includes discounts, markdown, 
price bundling, and promotional code as price promotions and buy one get one free, free gift, and 
loyalty program as non-price promotional ways. The following sections will show the 
importance of these different promotion patterns. 

 
2.3.1. Price discount 
Price discount refers to “reduce the price for a given quantity or increase the quantity 

available at the same price, thereby enhancing value and create an economic incentive to 
purchase” (Raghubir & Corfman, 1995, pp.59). A discounted product’s price may positively 
influence the present-oriented customers and influence to increase future-oriented customers’ 
quality perception (Mukherjee et al, 2017). Other studies show that price discount is important to 
motivate new customers to try promotional products (Shimp, 2003). Makeup cosmetics are fast-
moving and relatively low-price products that are prone to be stockpiling. Hence, we propose the 
following hypothesis: 

 
H1: Price Discount (PD) has a significant influence on Chinese female’s Perceived Price 

Attractiveness (PPA) towards make-up cosmetics. 
 

2.3.2. Free gifts or free sample 
Sampling refers to all the methods that businesses used to provide customers with an 

actual or trial sized products, and a free sample is effective to persuade customers to try other 
products of the same brand (Shimp, 2003). Businesses provide customers a free and small 
portion of their product and willing consumers to buy a normal size one in the future after they 
testing the free sample (Blattberg & Neslin, 1990). Other researchers like Ndubisi and Chew 
(2006) indicate that the relationship between this sales promotion technique and buying behavior 
is significant. Shamout (2016) indicates that free sampling is a good way to persuade customers 
to switch from the original brand they want to buy to promote new brand they don’t use before. 
Hence, we propose the following hypothesis: 

 
H2: Free Gifts (FG) have a significant influence on Chinese female’s Perceived Price 

Attractiveness (PPA) towards make-up cosmetics. 
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2.3.3. Buy one get one 
“BOGO” is a commonly used non-monetary technique of sales promotions and is defined 

as the method that when customers buy one product, they can get another same one or different 
one without additional costs (Singa & Smith, 2000). The researchers also point out that this tool 
has a high value in customers’ perspective and inspires consumers to purchase the product with 
good feelings, especially when the packages are large. From the study of Javed et.al (2013), 
“BOGO” have a significant relationship with customers purchasing behaviors. “BOGO” is also a 
good motivation for customers’ trying to switch to new brands or new products (Gardener & 
Trivedi, 1998). Hence, we propose the following hypothesis: 

 
H3: Buy One Get One (BOGO) has a significant influence on Chinese female’s Perceived 

Price Attractiveness (PPA) towards make-up cosmetics. 
 
2.3.4. Price markdown 
Price markdown refers to “a temporary reduction of the list price of the product or a 

reduction in the price of a purchase during a stated period” (Shi et.al, 2005). The temporary 
reduction of the product price became a powerful incentive for customers to purchase some 
particular brand that under the promotion and thus help businesses increase their sales (Walters, 
1991). Another study from Pacheco (2014) indicates that utilizing the coupons can create 
handling costs, making customers think that it is not the same appealing as price markdowns 
when these two tools have the same face value. Hence, we propose the following hypothesis:  

 
H4: Price Markdown (PM) has a significant influence on Chinese female’s Perceived 

Price Attractiveness (PPA) towards make-up cosmetics. 
 
2.3.5. Price bundling 
Price bundling means retailers set one price for a bundle of products (Arora, 2011). Price 

bundling is different from product bundling in that the former is two or more products in a 
package with a discount on both or sigular product while the later offers no discount. So, it can’t 
bring customer added values (Stremersch & Tellis, 2002). Price bunding intends to attract 
customer attention and thus induce the brand switching and increase customer purchasing rate 
(Gilber & Jackari, 2002). Price bundling is a popular approach used in the makeup cosmetic 
industry. For example, eye shadow is often bundled with a brush or eyelash curler with mascara 
cream. Hence, we propose the following hypothesis: 

 
H5: Price Bundling (PB) has a significant influence on Chinese female’s Perceived Price 

Attractiveness (PPA) towards make-up cosmetics. 
 
2.3.6. Promotional code 
Promotional code (e-coupons) is provided online for customers to redeem it during the 

purchasing phase (Kang et.al, 2006). Customers are required to enter a promotional code (some 
numbers or some letters) at the last process of buying and before paying for the money. By using 
the online coupon code, consumers can get a specific discount on the final transaction price 
(Drossos et.al, 2015). Promotional code (e-coupons) can be found from different sources on the 
Internet and users can get many benefits both in function and in psychology (Balakrishnan et.al, 
2020). Clement (2019) shows that 60% of online shoppers will seek to e-coupons before they 
buying online. Thus, we propose the following hypothesis: 

 
H6: Promotional Code (PC) has a significant influence on Chinese female’s Perceived 

Price Attractiveness (PPA) towards make-up cosmetics. 
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2.3.7. Loyalty program 
A customer loyalty program is a popular approach in different kinds of industries, like 

airlines, hotels, etc. (Xiong et.al, 2014). Also, a loyalty program is beneficial in that it cannot 
only accelerate the customer repurchase rate but also attract them to get rewarding by attending 
different brand activities (Berman, 2006). Under the loyalty program, customers will pay for the 
products or services at a higher frequency and even spend more to earn extra points to exchange 
for the rewarding (Crowell, 2010). The loyalty program has different membership hierarchy, 
which can help customers with different consumption patterns have their own identity and 
benefits (McCall & Voorhees, 2010). Hence, we propose the following hypothesis: 

 
H7: Loyalty Program (LP) has a significant influence on Chinese female’s Perceived 

Price Attractiveness (PPA) towards make-up cosmetics. 
 
2.4. Relationship of perceived price attractiveness with purchase intention 
Purchase intention refers to customers’ willingness or any attempt to buy a particular 

product or service in the future (Diallo, 2012). Purchase intention is also the precursor or 
predictor of real purchasing behavior (Bai et.al, 2008). Promotion is an important way to 
increase customers’ purchase intention (Büyükdag, 2020). According to Briesch (1997), price 
promotional ways can both influence customers’ perceived value and purchase intention. 
Customers will perceive the price before purchasing. When they perceive that the price is 
reasonable with a high benefit, they will have a higher purchase intention (Lien et.al, 2015). 
Hence, we propose the following hypothesis: 

 
H8: Chinese female’s Perceived Price Attractiveness (PPA) has a significant influence on 

Purchase Intention (PI) to buy make-up cosmetics during the COVID-19 outbreak. 
 

Based on the literature and theoretical framework discussed above, this study proposes a 
conceptual model as shown in Figure 1.  
 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
 
 

Figure 1. Conceptual Framework 
 
Conclusion 
This paper studies the changes in Chinses female consumer preference and perception of 
different kinds of cosmetic retailers’ specific discount patterns during the COVID-19. The study 
focused on strategies such as price discount, free gifts, buy one get one free, price markdown, 
price bundling, promotional code, and loyalty program geared towards makeup cosmetics during 
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the pandemic. For cosmetic companies and cosmetic retailers, the study’s findings provide a 
reference when making product promotional strategies to attract customers and increase their 
buying. There are some limitations to this study. First, among the 200 online questionnaires, 
nearly 70% of the respondents are college students aged 18-22. Such samples do not represent 
the majority of Chinese female cosmetics consumers accurately. Secondly, in general, cosmetic 
companies and retailers will not use one specific discount pattern in a promotion stage, but will 
combine two or more patterns to maximize the effect. For future research, analysts can find the 
best marketing strategy by combining different discount patterns.  
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Crisis Management: How Local and Foreign Restaurant in 
China Response to COVID-19? 
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Abstract: 
The purpose of this study is to examine the crisis response of restaurants in China, 
illustrates how local and foreign restaurants deal with this unprecedented situation, and 
develop strategies for crisis management. Foot traffic to casual dining and fast-food 
restaurants has decreased since the start of lockdown policies. And many restaurant 
operators don’t expect to turn a profit or even break-even in the foreseeable future. This 
paper used descriptive research using qualitative and quantitative data collected from the 
public and private sectors. The data was analyzed to conclude food restaurants' specific 
measures for food safety and food security during COVID-19. With social distancing in 
place, big brands, fast food chains re-ed services in line with the government agencies' 
requirements and line with protective measures when people visit restaurants in-person. 
The paper provides recommendations and specific measures restaurants, policymakers, 
researchers, and practitioners with a suggestion about yet unexplored research avenues. 
 
Keywords: COVID-19, Food Safety, Food Security, Fast Food Restaurants, China 
 
Introduction  
Compared with the SARS epidemic in 2003, the COVID-19 outbreak in 2020 has a wider 
geographical distribution and a faster spread in China. The relevant protective measures adopted 
by the Chinese government are also stricter (Xinhua, 2020). The impact of the epidemic on the 
catering industry has exceeded that of SARS in 2003 in terms of ponderance and scope (He, 
n.d.). Since the outbreak of the epidemic, Chinese restaurants have faced the biggest difficulty in 
the 21st century.  

The COVID-19 epidemic has a disastrous impact on the chain restaurant industry. For 
example, the chain catering industry faces a large number of closures due to the sharp decline in 
consumer demand (He, n.d.). However, four different chain restaurants take corresponding 
measures to deal with the spread of the COVID-19 epidemic. McDonald's USA company-owned 
restaurants closed seating areas, including self-service beverage bars and kiosks, and using the 
takeaway platform such as drive-thru, walk-in take-out McDelivery to serve customer 
(McDonald’s, 2020a). In China, McDonald's restaurants implement "no contact to pick up food 
at the store" to reduce interpersonal contact during ordering and picking (McDonald’s, 2020b). 
Also, McDonald's and Burger King joined the Chinese food delivery service Ele.me, to deliver 
food to the frontline medical staff at more than ten hospitals in Wuhan (Wpowell, 2020). For 
local chain restaurants such as Wufangzhai and Jinxiaoyue, they use dine-in and take-out 
coexistence to combat the epidemic (Wufangzhai, 2020). The difference is that Jinxiaoyue is 
worried about the takeaway platform's food safety and uses self-delivery to deliver to groups and 
hospitals for meals. 

In the face of COVID-19's huge blow to restaurants, what actions should restaurants take 
to reduce the risks involved and adapt to survival and transformation under the epidemic has 
become a problem for local and foreign chain restaurants. Food safety is an essential concern for 
consumers. For delivery services, chain restaurants adopt five major COVID-19 epidemic 
prevention measures such as temperature checking, wearing masks, restaurant disinfection, 
continuous hand washing, and lunch box disinfection management (McDonald’s, 2020b). It is 
safer for the Chinese to place an order with McDonald's "Mc Safe Delivery Card" in the take-
out, indicating production, the name of the delivery personnel, and their body temperature in the 
receipt. Most restaurants using platform application launched "contactless delivery," customers 
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can choose to have the delivery personnel deliver the food to the designated location instead of 
taking the food face to face. 

Kim et al. (2020) state that restaurants can understand the disease's characteristics, predict 
the magnitude of the economic impact, and simulate potential prevention strategies based on 
each company's available resources to minimize the financial impact of unexpected epidemic 
outbreaks on the catering industry. Also, restaurants can adopt cooperation with governments 
and organizations, launch marketing campaigns, and adjust the restaurant's positioning from 
limited service to full service (Kim et al., 2020). So, the purpose of this study is to examine the 
crisis response of restaurants in China, illustrates how local and foreign restaurants deal with this 
unprecedented situation, and develop strategies for crisis management. 

 
Literature Review 

2.1 The impact of COVID-19 on food safety and food security        
According to Food and Coronavirus Disease 2019 published by the Center for Disease 

Control and Prevention, there is no evidence that COVID-19 is related to handling or eating food 
(CDC, 2020). COVID-19 is spread from person to person through respiratory droplets when 
people cough, sneeze, or talk (WHO, 2020a). People may contract COVID-19 by touching their 
mouth, nose, or eyes after touching surfaces or objects that carry the virus (including food or 
food packaging). However, this is not the only way the virus spreads. Besides, the risk of 
contracting COVID-19 through food and packaging or treated drinking water is low (WHO, 
2020b). Although workers in select food production and processing sites have been infected with 
COVID-19, there is no evidence that the virus is transmittable to consumers through food or 
packaging processed by workers in such sites.  

Regarding the Beijing salmon infection COVID-19, Zhong Kai, a food safety expert, said 
that the probability of infecting COVID-19 through raw salmon is extremely low, which is an 
unnecessary risk (Ma, 2020). The possibility of salmon carrying COVID-19 is almost zero. Since 
the COVID-19 cannot replicate outside the body of warm-blooded animals, it most likely 
infected more people the moment the salmon got in contact with humans first, and then human-
to-human transmission occurred. So far, there is no evidence that the COVID-19 is spread 
directly through eating and drinking. 
 

2.2 Government regulations on food safety and food security 
Given the challenges posed by COVID-19, the Chinese government needs to assess 

whether there is a need for interim amendments or adjustments to food regulations to ensure that 
the food supply is not affected. Simultaneously, the authority needs to assess whether there is 
flexibility and food safety in implementing food laws and regulations' technical regulations. 

According to the interim guidance of the Food and Agriculture Organization of the 
United Nations (FAO) and World Health Organization (WHO) (2020), the risk level of the food 
company is determined in terms of the different nature and scope of the food company. For 
example, the risk-based food safety inspection method can identify high-risk food sites that need 
to be inspected. During this epidemic, it may be necessary for the country to keep checking even 
the low-risk and medium-risk food establishments. Strict control is also required for places 
where restaurants directly or indirectly supply meat. For example, slaughterhouses need to 
supervise control measures before and after slaughter. Food inspectors in such areas will need 
personal protective equipment (PPE) and need to be aware of the importance of keeping their 
distance, washing hands, cleaning, and disinfecting (FAO & WHO, 2020). 

Some restaurants that rely on imported food and ingredients may not need to go through 
the full supplier's approval due to the sharp decrease in international transportation. In this case, 
the government can provide a temporary authorization to sell such products, stipulating that the 
label can be temporarily covered (FAO & WHO, 2020). Still, everything needs to comply with 
food safety regulations. Regarding the salmon import incident in Beijing, the National Health 
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Commission of the People's Republic of China (2020) introduced a press conference to prevent 
the import risk of COVID-19 and strengthen the supervision of imported cold chain food.  

Restaurant staffs need to understand the symptoms of COVID-19 and participate in 
training courses on the basic principles of food hygiene and restaurant food safety, especially on 
the use of personal protective equipment and ensure that they do not cause pollution to the work 
environment (FAO & WHO, 2020). If the surrounding environment is contaminated by the 
COVID-19, or the food industry personnel themselves are infected with the COVID-19, they 
may contaminate the food due to the various stages of food production, processing and sales. 
Thus, during the COVID-19 epidemic period, it is particularly important to emphasize that food 
workers must strictly follow relevant regulations and requirements to operate such as sanitation 
and disinfection of food production, processing and sales environments and facilities (National 
Health Commission of the People's Republic of China, 2020). Food workers should also 
strengthen their health monitoring. Once symptoms occur, such as fever, cough, fatigue, etc. 
appear, they should leave their medical treatment jobs and report immediately.  

Also, because restaurants are less concerned about the food supply chain's integrity when 
looking for new food suppliers, this opens up new food fraud opportunities. Besides the food 
safety management system, restaurants should also consider introducing a risk-based 
vulnerability assessment system to stop food fraud. The Chinese government needs to emphasize 
the increased risk of food fraud and warn food companies and restaurants (FAO & WHO, 2020).  

  
2.3 Crisis face by restaurant during the outbreak  
During the COVID-19 outbreak, Chinese restaurants are not only facing an external 

crisis, but they are also suffering from an internal management crisis. According to Tse et al. 
(2006), SARS belongs to the physical environment as an external factor and indirectly caused 
human or social environment crisis and management failure. Up to now, the source of COVID-
19 has not been identified. Restaurant managers are still trying to deal with the aftermath of the 
outbreak. According to the National Bureau of Statistics (2020), the overall industry revenue was 
44.3% during the first quarter of 2020, lower than in 2019. 

The aftermath of COVID-19 has led to industry layoffs and restaurant closures. For 
example, Burger King closed half of the Chinese franchisee on February 10th due to enormous 
economic pressure from the epidemic (Patton, 2020). After the outbreak of the COVID-19, many 
restaurants face serious cash flow problems, and the temptation for operators to engage in 
unethical behavior to ensure the company's survival is great. Burger King has acted unethically 
to endanger consumers' health to maintain the survival of its stores. For instance, a Chinese 
Burger King operator fined over $500 to use expired ingredients found on March 15th (Leggate, 
2020). 

Also, according to PWC's survey (2020) survey, restaurants are also facing the situation 
of the blocked supply of raw materials and the mismatch of goods' supply and demand. Foot 
traffic control and lockdown policies have impeded the supply channels of commonly used raw 
materials and feed for food processing companies and farms. Some imported foods, such as 
salmon, caviar, and Arctic shellfish, are also facing supply problems caused by the prolonged 
customs clearance and logistics time. Therefore, facing these problems, some Chinese 
restaurants need to look for supply channels and raw materials to replace them to maintain 
restaurant operations. In some restaurants, the lack of foot traffic has led to a backlog of food. It 
has to adopt direct price reduction and direct sale of processed food to maintain the restaurant's 
operation. 

The COVID-19 epidemic has a massive influence on the catering industry. As the 
COVID-19 outbreak started, restaurants have reduced in numbers, including the gathering during 
the Spring Festival in 2020.  Crowded places and restaurants were closed. As a result, raw 
ingredients such as vegetable stocks dropped prices. (Chen et al., 2020). According to the 
National Bureau of Statistics (2019), the national catering revenue in 2019 was 4,672.1 billion 
RMB, of which 15.5% came from the traditional peak consumption season during the Spring 
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Festival. In March 2019, national catering revenue was 339.3 billion RMB. However, large-scale 
restaurants across the country were closed, and the catering industry suffered tremendous losses 
due to the outbreak of the COVID-19 epidemic in the Spring Festival of 2020. According to the 
National Bureau of Statistics (2020), in the first quarter of 2020 (from January to March), the 
national catering revenue was 602.6 billion RMB, a sharp drop of 44.3% year-on-year. In March, 
the national catering revenue was 183.2 billion RMB (National Bureau of Statistics, 2020). 
Compared with the same period in 2019, the catering industry's income has shown a dramatic 
decrease. 

If the restaurants cannot realize capital turnover through banks, they are likely to risk 
breaking the capital chain. At the same time, the reduction of consumers' disposable income and 
the irreversible pressure of mortgage and car loans will reduce consumer desire, dramatically 
reduce residents' opportunities to eat out, and lower their living standards. As a result, Chinese 
restaurants faced bankruptcy and unemployment. 

 
2.4. Foreign restaurants in China 
Typical examples of foreign fast-food restaurants for rapid prevention and control of the 

epidemic are McDonald's, KFC, Burger King, and Pizza Hut. In China, McDonald's has 
established a special epidemic prevention and control team to ensure employees' health and 
safety, delivery personnel, and customers. Based on the original management system, the 
restaurant has further developed preventive measures for upgrading from employees, restaurants, 
and delivery services to operational arrangements.  

McDonald's has implemented "no-contact-to-store pickup" in restaurants across the 
country to reduce interpersonal contact in the process of ordering and taking meals. After 
ordering food at the mobile phone, self-service ordering machine, or counter, regardless of dine-
in or take-out, customers can pick up their food at the pickup point according to the order 
number. 

McDonald's provided customers with disposable hand sanitizers in restaurants. Besides, it 
implemented disinfection measures and strengthened disinfection frequency in all restaurants' 
ventilation systems and customer contact facilities. 

Regarding the delivery service, all delivery orders will be accompanied by a 
"MacDonald's Delivery Relief Card" with a mark that the food delivery personnel's name and 
body temperature. At the same time, "contactless delivery" is implemented. Customers can 
choose to have the delivery staff deliver the food to the designated location instead of a face-to-
face pickup.  

McDonald's prevention and control measures during the epidemic. The following 
observation during the experimental restaurant visit (1) Shows the green health code, then 
register your identity information and use an ear thermometer to measure your body temperature 
and record it on the table before entering the door. After that, use hand sanitizer to disinfect your 
hands. (2) The self-service ordering machine was closed. The clerk's recommendation is to place 
an order via a mobile phone is not to queue up. (3) Place an order in the McDonald's Mini 
Program. It will provide you with two options: for standard delivery, and the other is for delivery 
to a designated location, with no contact during the whole process. (4) Employees wear masks, 
hats, and disposable gloves throughout the entire process to ensure food safety. (5)  Getting the 
take-out bag, the bag was sealed all the way, and the bag had the sign of the trust card. 

 
2.5. Domestic restaurant 
Unlike the immediate establishment of epidemic prevention teams for foreign restaurants, 

Chinese-style fast food takes relatively simple measures against the epidemic. For example, 
Wufangzhai actively does an excellent job in staff training but has not developed takeaway 
services. If an employee is from a high-risk district, he needs to perform nucleic acid testing and 
conduct autonomous isolation. The disinfection of all Wufangzhai stores has commenced, and all 
public contact surfaces in the store are regularly disinfected. Employees must take their body 
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temperature before starting to work. If there is any abnormality or fever or cold symptoms, 
immediately suspend the service and seek medical treatment. Each store is equipped with a 
disinfectant hand sanitizer, and all employees of Wufangzhai wash and disinfect their hands 
every 30 minutes. 

Wufangzhai's prevention and control measures during the epidemic. The following 
observation during the experimental restaurant visit (1) When entering the door, one asked to 
undergo strict inspection as per McDonald's protocol. (2) The separation between each table is 
wider. (3) At the same time, the staff recommends that customers take away instead of dine-in. 
(4) During the preparation of food, the staff should wear protective equipment. 

 
Conclusion 
As the pandemic progresses, domestic or international fast food restaurants decided to follow 
health protocols. They abide by the rules to use a thermometer to check their body temperature 
before entering the store, register their identity information, increase the safety distance between 
the dining seats, and encourage customers to do takeaway or delivery to reduce physical contact.  
At the same time, during the meal, the government is also trying to promote the use of disposable 
chopsticks and spoons to avoid cross-infection. 

The COVID-19 epidemic in 2020 has a wide geographical distribution and a fast spread 
in China. The restaurant industry has a massive loss during Covid-19. Customers have been 
concerned about the food safety and food security of restaurants. Facing the pressure of the 
epidemic and consumers' health and safety, the restaurant should strictly check the food supply 
chain and its staff's safety in operation. They must be obeying and adopting government policies 
and regulations. As researchers exploring this topic, restaurants should be strictly inspected by 
the assigned government sector and make strict precautions independently to ensure customers' 
safety. 
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Abstract: 
The current situation with the spread of the HIV infection in Russia has become critical, 
and directly threatens the national interests. Nowadays, in Russia, the principal elements of 
the system of HIV/AIDS counteraction are regional AIDS prevention and control centers 
(AIDS centers). The focus of this study is specifically on the Perm AIDS center (the 
Center), with the main aim being development and justification of recommendations for 
improving its performance. To this end, we apply a number of well-known business-tools 
for company’s performance improvement, such as M. Porter’s value chain and its 
modification called “care delivery value chain”, and the Ansoff model. Also, we analyze the 
new HIV/AIDS cases prediction approaches used by the Center, as well as the Center’s 
medicine procurement policy. As a result, we propose a specific set of recommendations 
aimed at improving the performance of the Center. 
 
Keywords: HIV/AIDS, Value Chain, Care Delivery Value Chain, Cases Prediction, Patient 
Clusters, Hospital Procurement 
 
Introduction 
The “State strategy for counteracting the spread of HIV infection in the Russian Federation for 
the period up to 2020 and further”, approved on 20.10.2016 by Order # 2203-r of the 
Government of the Russian Federation, considers improvement of activities organization, and of 
material, technical, and personnel support for specialized medical organizations that provide 
medical assistance to HIV/AIDS-positive citizens as one of its main goals [National Strategy, 
2016, p. 4]. 

In Russia, the principal elements of the system of HIV/AIDS counteraction are regional 
AIDS prevention and control centers (hereinafter, AIDS centers). The focus of this study is 
specifically on the Perm AIDS center (hereinafter, the Center), with the main aim being 
development and justification of recommendations for improving its performance. 

To achieve this aim, we apply a number of well-known business-tools for company’s 
performance improvement, such as: 

 M. Porter’s value chain [Porter, 1985, 36] which is used to model the Center’s activities; 
 care delivery value chain (CDVC), [Porter, Teisberg, 2006, 203], which reflects the 

adaptation of the value chain logic specifically to delivery of health care – this tool is 
used to identify and improve the Center's contribution to creating value for its patients; 

 the Ansoff model [Ansoff, 1957, 114] – to support development of the Center strategy. 
In the paper, the Center’s performance improving problem has been solving by means its 

strategy development. Since HIV-infected people must be served in the AIDS centers, there is no 
need in competitive strategy thus Center Strategy is confined to its growth strategy. The latter, in 
turn, can be realized in the form of market penetration strategy since other Ansoff options, 
market and product development strategies, are not relevant in this case. So, in this study, we 
suggest that the Perm AIDS center seeks to improve its business performance by means of 
increasing the effectiveness and efficiency of its activities. 
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Theoretical framework and contribution 
The activities of AIDS centers (which are the main elements in the state system of HIV/AIDS 
control and prevention) is well-captured by the generic value chain (VC) model proposed by M. 
Porter in the early 1980s [Porter, 1985, 37]. Within this model, the operation of an organization 
is represented as a set of (1) primary activities carried out by its strategic business units (SBUs) 
that create various products for different groups of consumers or provide them with services, and 
(2) support activities that the organization conducts for its SBUs. 

There are a lot of examples of adaptation VC-model to satisfy different industries’ needs 
[Simons, Zokaei, 2006]. For Health Care, it had been performed by M. Porter himself [Porter, 
Teisberg, 2006]. 

The modified model, named Care Delivery Value Chain (CDVC), “… first describes the 
current activities in each medical condition and then, more important, analyses ways to increase 
the value of services to patients” [ibid, 203]. In the top part of CDVC, the value created at each 
of the steps is structured according to the following positions:  

(1) Informing of the patient;  
(2) Measuring certain parameters of the patient’s health status;  
(3) Accessing to the components of medical services. 
In contrast to the VC model, the bottom-part of CDVC contains activities which are 

performed in each element of the chain, combining the primary ones and the supporting ones 
(including outsourcing, if any). 

There is a lot of cases of application of CDVC to value creation modelling in treatment of 
various diseases: chronic kidney disease and breast cancer [ibid, 403-409], severe knee 
osteoarthritis requiring replacement [Kaplan, Porter, 2011], HIV/AIDS control [Rhatigan et al., 
2009]. 

However, all of them consider problem of value creation and cutting costs within the 
element ‘Operation’ of VC-model. On the other hand, it is clear that three Poter’s components of 
patient value (Informing, Measuring, Accessing) are not sufficient to reflect such care cases 
when it directly improve patient's health status: pain relief, psychological assistance, etc. 

We propose to modify CDVC of HIV/AIDS control in the following ways: 
1) add patient's health status improvement to the patient’s value components; 
2) add ‘inbound logistics’ to the list of chain elements; 
3) bind together the elements of patient treatment (delaying progression, initiating ARV-

therapy, ongoing disease management, and management of clinical deterioration) within 
the ‘Intervening’ element; 

4) change the outlook of CDVC the way presented in Table 1 (with columns marked with 
Latin letters and rows marked with Arabic numbers); 

5) to give CDVC the outlook of a chessboard. 
Table 1 presents the modified and simplified 1CDVC for an AIDS center. 
 
 
 
 

 
1 In the bottom-part of CDVC we have pointed out activities corresponding to authors 

contribution in the strategy development and some specifics of Russian care for HIV-infected. The more 
complete list of activities can be found in [Rhatigan et al., 2009, 13] 
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Table 1. The modified CDVC for an AIDS center 

 
Columns A B C D Rows 

C
om

p
on

en
ts

 o
f 

va
lu

e 
fo

r 
pa

ti
en

ts
 

 

Informing  
Preparation and 
distribution of 
information materials 

Issuance of an opinion on the 
presence of HIV infection 

 1 

Measuring 
 

 
 

Medical examinations as 
part of off-clinic events 

Determining the presence of HIV 
infection 
Establishing the stage of the 
disease 

 2 

Accessing 
medical 
service 
components 

Ensuring that the 
demand for medicines 
will be met 

Routing the patients 
within the regional health 
system 

 Obtaining medicine 3 

Patient's 
health status 
improvement 

Improving the quality of 
drugs 
 

  

 Use of medicine 
 Obtaining 

psychological 
assistance 

4 

Primary activities Inbound logistics Monitoring / Preventing Diagnosing Intervening  

Activities within the 
provision of medical 

services 

Forecasting the need for 
consumables and 

medicines 

Mandatory medical 
examination 

Identification of HIV infection: 
ELISA/CLIA 

Infectious disease 
doctors’ and other 

specialists’ 
appointments 

5 

 Preparation of a state 
assignment 

 Drawing up an 
annual procurement 
schedule 

 Preparation of an 
application to MHRF 
for provision of 
medicines  

Voluntary medical 
examination 

Dispensary registration 
Laboratory and 

instrumental research 
methods 

6 

Purchases of 
consumables (by the 
Center and Perm’s 

authorized organization)  

Organization and 
implementation of 

preventive measures 

Detection of the stage of the 
disease: 

appointments of medical 
specialists, usage of instrumental 

research methods 

Organization of 
education for patients 

7 

Purchases of medicines 
(MHRF, regional 

purchases) 
  

Distribution of 
medicines 

8 

 
Practical contribution 
The paper’s practical contributions can be described according to the cells of CDVC (Table 1). 
They are related to the impact of activities (from the bottom part of CDVC) on both the patient’s 
value (from the top part of CDVC) and lowering costs of the Center. 

Forecasting of the need for consumables and medicines (cell A5), which was performed by 
means of the modern econometric techniques, makes a contribution to the patient’s value (in cell 
A3) and increases the cost effectiveness of the Center’s activities (cell A6). 

Analysis of the Center’s procurement of medicines and consumables revealed that 31 out 
of 36 auctions didn’t provide any competition and, thus, price discount, while in 2 auctions the 
presence of collusion was proved, and in one case ‘bid orchestration’ was found to be very 
likely. Our recommendations are aimed at improving the Center’s procurement and related 
activities (cells A6 in the part of procurement schedule, A7, A8), and make a contribution to the 
patient’s value enhancement (cell A4). 

To improve the effectiveness of communication channels and tools for the Center (B7), a 
hierarchical cluster analysis was carried out to identify the main groups of Perm residents for 
whom various channels of communication with the Center would be relevant. In accordance with 
the conducted pilot survey, the 126 surveyed respondents were divided into 4 principal clusters, 
for which the preferred information channels and their characteristics were identified. The 
obtained results allowed us to formulate a number of recommendations for the Center’s 
communication strategy with each of the identified groups of people and the target audience at 
large, as well as provide an extra contribution to the patient’s value (cell B1). 
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Conclusions 
The paper demonstrates a way to apply M. Porter’s CDVC model to medical organization 
strategy development and provides specific recommendations on how CDVC can be improved. 
The recommendations on improvement of the forecasting approach of the number of new 
patients of the Center, procurement and cluster analyses performed in the paper, will help 
increase effectiveness and efficiency of the Perm AIDS center. 
 
References 
Ansoff I. 1957. Strategies of Diversifications. Harvard Business Review, 35 (5), 113–124. 
Government of the Russian Federation. 2016. Russian Federation Government Decree of 
20.10.2016 N 2203-r “State strategy for counteracting the spread of HIV infection in the Russian 
Federation for the period up to 2020 and further”. 
http://gov.garant.ru/SESSION/PILOT/main.htm  (accessed:  21.10. 2020) (In Russian). 
Kaplan R., Porter M. 2011. The Big Idea: How to Solve the Cost Crisis in Health Care. Harvard 
Business Review, 89 (9). https://hbr.org/2011/09/how-to-solve-the-cost-crisis-in-health-care 
(accessed: 19.10.2020). 
Porter M. 1985. Competitive Advantage. The Free Press: N.Y. 
Porter M., Teisberg E. 2006. Redefining Health Care: Creating Value-Based Competition on 
Results. 1st ed. Harvard Business School Press: Boston. 
Rhatigan J., Sachin J., Mukherjee J., Porter M. 2009. Applying the Care Delivery Value Chain: 
HIV/AIDS Care in Resource Poor Settings. Working Paper 09-093, Harvard Business School. 
Zokaei K., Simons D. 2006. Value chain analysis in consumer focus improvement: A case study 
of the UK red meat industry. The International Journal of Logistics Management, 17 (2), 141–
162.  
  



 

308 
 

The Influence of Internet Resources on Patients Compliance 
 

Anton Bichun, North-Western State Medical University named after I.I. Mechnikov, Russia, 
Natalya Malakhova, North-Western State Medical University named after I.I. Mechnikov, 
Russia (9979279@gmail.com) 
 
Abstract:  
This paper investigates the influence of Internet resources on the formation of patient's 
trust in the doctor. This significantly affects the efficiency of the medical and 
pharmaceutical business. Important characteristics are the availability of information and 
the complexity of control. Interpretation of data about their health by patients, who do not 
have a professional medical education, leads to widespread problems in the health sector. 
 
Keywords: Medical Business, Compliance, Trust in the Doctor, Effectiveness of Treatment 
 
Introduction 
"Someone who is treated according to a medical reference book risks dying from a typo." 
Christian Friedrich Hebbel 
The Internet is an integral part of the modern world, it affects almost all areas of human activity, 
including medicine. Sources of medical information presented on the Internet provide a wide 
range of opportunities for forming ideas about the disease and how to treat it as a basis for self-
treatment. (Arkharova O. N.,2015; Stas M. S., 2016). And this has a significant impact on the 
economic processes in the medical business. It is known, that the main principle of effective 
treatment is a clear implementation of all appointments (Chazova I. E., Ageev F. T., Fofanova T. 
V. 2014; Makurdumjan D. A., Maly A. Yu., Kabanov V. Y.,2013; Karashchuk L.N.,2020). 
According to the world health organization (who), in industrialized countries, only 50% of 
patients suffering from chronic diseases accurately follow medical recommendations for a long 
time (Volskaya E. A. 2014). In known factors impeding high compliance this includes: low 
health awareness and lack of understanding of the benefits of treatment (Ngoh L. N. (2009) 
Elliott R. A., Marriott J. L 2009). At the same time, according to the literature, 90% of patients 
already have a certain amount of information about their disease, its symptoms, and treatment 
methods thanks to the Internet (Pavlenko E. V. (2013), Zingerman B. V., Shkolovsky-kordi N. 
E., Vorobyov A. I. (2017). The patient's ability to get a certain amount of information at the "pre-
medical" and "pre-diagnostic" stages determines the patient's interaction with the doctor as if on 
a more professional level. 

Patients move to a different level of communication with the doctor. Nowdays, the doctor 
has to prove rather than authoritatively tells the patient about his illness and the necessary 
treatment. At the same time, Internet information sources are often ambiguous, have their own 
private interest, and significantly question the effectiveness of different methods. 

It seems that any question that arises, the patient first checks in the Internet space. Among 
the reasons for applying, first of all, to the Internet, and then to the doctor, patients cited a lack of 
time for a visit - 66.7%. And during the period of self-isolation, access primarily to Internet 
resources was determined by the inability to get face-to-face consultation, even if there was time. 
However, this principle creates the effect of unpredictability in obtaining data already by the 
doctor. It gets to the point that patients mislead doctors, sometimes presenting false information, 
telling about symptoms that they do not feel, but by making their own diagnosis. According to 
American studies in 2013-2016, more than 35% of antibiotics were prescribed without 
justification, without leading to a cure. This undoubtedly calls into question the authority of all 
participants in the process - the doctor, the medical institution, the pharmaceutical company. 
Thus, the entire process from prevention and diagnosis to treatment and maintenance of the 
result is transferred to the field of "randomness". The person, who makes the most important 
decision either does not have clear criteria, or they do not correspond to evidence-based 
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medicine. Without sufficient professional medical training, the patient believes not what is right, 
but more what is beautifully suggested. As a result, consumer power is higher in the segment 
where marketing is most effective, and the task of effective treatment may be put on the back 
burner. 
 
The purpose of the study: to analyze the patient's access to Internet resources during 
orthodontic treatment in the event of their unexpected complaints  
 
Methods 
An anonymous survey was conducted of 45 patients aged 18-42 years, planning orthodontic 
treatment with   braces. The questionnaires were offered to be filled out at the initial 
consultation. The questionnaire-test questions are formed from the most frequently asked 
questions from patients, using psychological aspects of motivation and self-motivation.  
 
Empirical results 
To the question "do you agree, that a good result of bite correction depends not only on the 
doctor, and it is impossible to get it (the result) without following all the recommendations of an 
orthodontist, even if they violate your usual lifestyle - "YES" was answered by 93.3% ± 3.8 
respondents. Amazing result! At the same time, every fifth patient considers Internet resources to 
be the main source of information for themselves. If there is a possible violation of diction 
during treatment – almost 20% of patients plan to read information about it on the Internet, if the 
mucosa is damaged-in 22 % of cases. About half of the patients are ready to" tolerate " various 
feelings of discomfort. And almost every third patient plans to independently search for 
information about methods of treating or eliminating pain. At the same time," patience " of 
discomfort as well as independent relief of pain may well be a factor, that negatively affects not 
only the quality of the doctor-patient relationship, but also the effectiveness of treatment. A very 
significant number of patients are out of the doctor's control during treatment, which is 
detrimental to the medical services sector. The visual content of a single person's social page, 
often a media personality, is sometimes more important to the patient than the scientific data 
presented on professional websites, which can be either closed to free access, difficult to find, 
and definitely very difficult to interpret.  

It makes sense, to change the attitude of professional medicine to Internet resources 
devoted to beauty, health and longevity issues to a greater or lesser extent. And move from 
skepticism, sarcasm and rejection to cooperation and management. A good example - is the 
professional success in all its senses of a very small part of doctors, who pay enough attention to 
the possibilities of Instagramm. Also, during the COVID epidemic, some medical institutions 
reasonably reoriented their consulting activities in the field of telemedicine and naturally 
received good results. 
 
Conclusion 
1.Trends in the development of modern society suggest a further increasing various Internet 
resources for a person to obtain any information in the field of health. 
2.The ability of patients to diagnose themselves independently and prescribe treatment leads to 
the illusion of proper treatment, increases the severity of diseases and reduces the effectiveness 
of professional medical organizations in both the private and public spheres. 
3.It is necessary to create and effectively disseminate information about accurate and proven 
criteria that characterize a particular source of health information as professional, evidence-based 
and competitive with the opinion of a doctor at a clinical appointment. 
4.It makes sense to make a different level of communication med one of the priorities of modern 
medicine development. organization-patient, doctor-patient based on the Internet and 
telecommunications for the purpose of real management of the information received by the 
patient. 
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Abstract: 
The article treats the major renovation of the apartment building as a local public good. 
The purposes of the study are 1) to form economic models for the major renovations of 
apartment buildings, and analyze Russian and foreign practice in this area; 2) to perform a 
comparative analysis of these models using a system of criteria, which are conventionally 
combined into groups of criteria for the economic efficiency and social justice. The model 
that fully meets the principles of both economic efficiency and social justice is absent 
among the existing ones. The foreign practices and the forming of the renovation fund on a 
special purpose account in Russia are the most consistent in terms of economic efficiency. 
On the other hand, the model of the predominant reliance on public financing and the way 
of forming the regional operator’s fund makes it possible to ensure equal access to financial 
resources for all apartment buildings, regardless of the homeowners’ ability to fully cover 
the renovation cost. The model of “mutual financing” for the renovation funds prevails 
over the special accounts in Russia. However, the long-term financial instability of this 
model, the risks of adverse selection while both two ways co-exist, high transaction cost, the 
severity of the principal-agent problem, and opportunistic behavior predetermine the 
further search for an effective and fair model for the major renovations of apartment 
buildings in Russia. 
 
Keywords: Housing Economy, Economic Efficiency, Social Justice, Criteria Analysis, 
Principal-agent Problem, Collective Action Problem 
 
Introduction 
The major renovation of an apartment building is an example of a local public good. It is 
produced in the context of a prisoner's dilemma and requires third party intervention to overcome 
the free-rider problem. The financing and production of such goods associate with problems of 
collective action and social dilemmas, which lead to ineffective results (Olson, 1995; Hillmal, 
2009). However, in small groups, self-organization and the provision of collective action are 
possible without direct government intervention (Ostrom, 2000; Schmidt and all, 2001). The 
social significance of housing and the need to ensure its safety, the complexity and high cost of 
renovation, explain the state's intervention in this area, as well as the search for optimal models 
for organizing the renovation of apartment buildings. 

The purposes of the study are 1) to form economic models for the major renovations of 
apartment buildings, and analyze Russian and foreign practice in this area; 2) to perform a 
comparative analysis of these models using a system of criteria, which are conventionally 
combined into groups of criteria for the economic efficiency and social justice. 

 
Models of Major Renovation Management in Apartment Buildings 
The housing legislation of the Russian Federation establishes the responsibility of homeowners 
of apartments for the maintenance and repair of common property, as well as, since 2015, the 
procedure for financing the major renovations of apartment buildings at the expense of 
homeowners' contributions through the formation of Renovation Funds (RF). Apartment owners 
must choose one of two ways for forming the RF: by a regional operator or on a special bank 
account (Housing Code…, 2004). 
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When choosing the first way, the owners send their contributions to the common region 
fund and wait for the renovation in the order of the queue established by the Regional Program 
for the Renovations of Apartment Buildings. The Bureau of the Regional Renovation Funds – 
Regional Operator – is fully responsible for carrying out the renovations. The second way 
involves the accumulation of funds to repair only your own house, depending on its need. When 
choosing a way of forming a renovation fund by a regional operator, the owners are almost 
completely freed from active activities to organize major overhauls of the house, their liability is 
limited to the payment of fees. The activity and self-organization of homeowners in an apartment 
building are necessary when they choose a way of RF forming on a special bank for its 
implementation, it is necessary to hold a general meeting, which, by a majority of votes, must 
choose this way, and also determine who will become the owner of the special account and 
where it will be opened. In the future, carrying out a major overhaul in this way will also require 
active participation from the owners: it will be necessary to agree on the terms of the repair, the 
list of works and their cost, select and control the contractors, etc. 

In addition to the implemented models of financing and organizing the overhaul of 
apartment buildings, it is advisable to compare the practice that existed before the introduction of 
the modern system in Russia, as well as similar practices in foreign countries. Until 2014, major 
renovations of apartment buildings in Russia were carried out mainly at the expense of public 
finance with the voluntary financial participation of homeowners or the expense of owners' 
contributions when such work is urgently needed. In the housing economy of countries that 
initially develop with the priority of private property and market relations in the housing sector, 
with all the variety of established practices, an institutional model for the production of local 
public goods in apartment buildings has been formed, in which a non-state non-profit 
organization plays a decisive role, uniting all owners without fail housing in an apartment 
building and empowered to act on behalf of all owners. Among other local public goods in 
apartment buildings, mechanisms for the production and financing of capital repairs in this 
model are negotiated at the level of owners and managers of apartment buildings: major 
renovations are carried out by the schedule, financed by savings from payments of residents of 
apartment buildings or, if necessary, bank loans are considered an investment expense along with 
the cost of improvement, modernization or new construction. State intervention is limited to the 
establishment of general rules and norms for conducting economic activities, the protection of 
the rights of participants in housing relations, as well as monitoring compliance with housing 
safety standards. The owner organization and the apartment building managers are responsible 
for the renovations. 
 
Criteria 
For a comparative analysis of various models of financing and organizing the renovations of 
apartment buildings, we have developed a system of criteria, conventionally combined into 
groups of criteria for economic efficiency and social justice. The criteria of economic efficiency 
include the following: the costs of making a decision, the degree of protection of the owners' 
savings from misuse and inflation, the level of ensuring the safety of housing in emergencies, the 
sufficiency and availability of financial resources, the susceptibility to the use of new and 
resource-saving technologies, the possibility of reducing the costs of overhauling an apartment 
building for through the use of competitive mechanisms, the sustainability of the model in the 
long term, the flexibility of the model, the need to use public finance in the implementation of 
the model, organizational simplicity, transparency in the formation and use of renovation funds. 
Social justice criteria include the degree of homeowner involvement, the availability of major 
repairs for low-income households, and the prevention of housing segregation. 

 
Results 
The analysis of four types of models for financing and organizing the major renovations of 
apartment buildings according to these criteria showed that the model that fully meets the 
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principles of both economic efficiency and social justice is absent among the existing ones. The 
foreign practices and the forming of the renovation fund on a special purpose account in Russia 
are the most consistent in terms of economic efficiency. On the other hand, the model of the 
predominant reliance on public financing and the way of forming the regional operator’s fund 
makes it possible to ensure equal access to financial resources for all apartment buildings, 
regardless of the homeowners’ ability to fully cover the renovation cost. 

 
Conclusion 
Nowadays the model of “mutual financing” for the renovation funds prevails over the special 
accounts in Russia. Less than 14% of apartment buildings have chosen a special purpose account 
to accumulate renovation funds despite all its advantages. However, the long-term financial 
instability of this model, the risks of adverse selection while both two ways co-exist, high 
transaction cost, the severity of the principal-agent problem, and opportunistic behavior 
predetermine the further search for an effective and fair model for the major renovations of 
apartment buildings in Russia. 
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Abstract: 
In our paper we estimate the competition level of the day-ahead market (DAM) as a whole 
and of its parts (ZSP) using the Panzar-Rosse model. We identified that competition on the 
whole DAM has limited power. At the First Pricing zone 10 of 15 ZSP (67%) have limited 
competition intensity while at the Second Pricing zone in 2 of 5 ZSP (40%) competition is 
limited. Other ZSP have weak competition. We also mention different effects on price of 
the same variables at zones with limited and weak competition. 
 
Keywords: Competition, Day-ahead Market (DAM), Free Flow Zones (ZSP), Panzar-Rosse 
model, H-stat 
 
Introduction 
Understanding the features and competition level of any market is necessary for smart economic 
policy. Competition level influences on market interaction and on regulatory practices. 
Liberalization process continues in the electric power sector so government should oversee 
evolution of this sector. Production and trade of electricity is partly regulated in Russia. In our 
country electricity is presented by 2 products: electrical power and electric energy. Both of them 
are traded on wholesale markets. 

Our paper considers the day-ahead electric energy market (DAM). The task of this article 
is competition level estimation on DAM as a whole and on its parts – free flow zones (ZSP). For 
this task we use Panzar-Rosse model, as we know, this model wasn’t used for the DAM before 
this research. 

 
Main Body 
Panzar-Rosse model can be applied to different sectors. The main outcome of this model is 
competition score (H-stat) of an industry or its parts. H-stat uses as dependent and independent 
variable in various papers. Original model operates with cost factors from companies’ reports, 
but some papers suggest another set of factors. For example, Alhassan and Biekre (2016) use 
SFA-method for cost prediction, Nikolaev and others (2015) use regionally aggregated prices. 

FAS Russia (2020) assesses the level of concentration on the electricity market for the 
First Pricing zone as moderate and for the Second Pricing zone as high. Association “NP Market 
Council” (2019) estimates that HHI is 1298 for the First Pricing zone and 2690 for the Second 
Price Zone; the share of the three largest companies is 55% and 80% respectively. 

Our approach allows to estimate competition of parts of the market, besides we make 
scores for one of two products of power plants. We rely on open-source data. Information from 
companies’ reports has a significant limitation. So we use only two data sources, and it leads us 
to fewer errors associated with different data counting approaches employed by economic 
agents. 
 
Method 
Our model utilizes official information about 20 ZSP for 3 years from Trading System 
Administrator, hourly data is aggregated to month scope. Factor prices are taken from Federal 
State Statistic Service, regional data is aggregated to ZSP level.  

The lack of data about prices for all Russian regions makes it necessary to use the model 
in differences, because price indices are presented in the required data. 



 

315 
 

The resulting model for DAM can be represented as follows: 

𝑙𝑜𝑔 ,

,
= ∑ 𝛽 ∗𝑙𝑜𝑔 . ,
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  + ∑ (𝛾 ∗𝑙𝑜𝑔
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, ,

 + 𝛾 ∗ 𝐷 , ) + 𝜀.  (1) 

where: 
P – consumer price,  
𝑥  – price of factor l, 
zj, Dj  – market related variable j, D is dummy variable, 
H-stat is equal to sum of βl form 1 to k, if H-stat is negative it means the absence of 

competition, if H-stat is equal to one it means the perfect competition. 
We use the fixed-effect model. The use of dummies allows to take into account the 

generation structure in the ZSP, because it is important to separate the effect of the presence of a 
nuclear power plant (NPP) or hydroelectric power plant (HPP) in the area from the features of 
particular ZSP. 

We use the following market characteristics in the model: the price and the non-price 
parts of supply, the price and the non-price parts of demand, the ratio of demand to the non-price 
part of supply and the ratio of demand to all supply. 

 
Empirical results and conclusions 
On DAM producers can take into account only fuel prices, but we also use other factors (wages 
in energy sector or rest (spare parts, tools and accessories)) for catching regional price 
differences. Results are presented in table 1. There are no gas prices in the resulting model; we 
associate this with the high correlation between gas and oil products prices, which are presented 
in the model. Another explanation of gas prices’ absence is merit order pricing. Gas-fired 
stations are less likely to become the producers with the highest costs of energy, because electric 
energy production costs more at coal and diesel power stations. 

 
Table 1. Results of Panzar-Rosse Model for DAM 
 

Independent Variables Coefficient (standard error) 
NPP -0.011*  

(0.006) 
HPP -0.007  

(0.005) 
Non-Price Supply and Import 0.063***  

(0.018) 
Price Supply 0.039**  

(0.013) 
Demand -0.133***  

(0.036) 
Non-Price Demand 0.043**  

(0.021) 
Demand / Supply 0.082**  

(0.033) 
Coal price 0.527**  

(0.166) 
Fuel oil price -0.220**  

(0.084) 
Rest price 0.358**  

(0.162) 
_cons 0.491  

(0.470) 



 

316 
 

Independent Variables Coefficient (standard error) 
Prob > F (u_i=0) 0.991 
Corr (u_i;Xb) -0.533 
R2 within 
R2 between 
R2 overall 

0.094 
0.025 
0.066 

Prob > F(10,508) 0.000 
Note: Statistically significantly different from zero based on a two-tail test: 

* at the 10% level 
** at the 5% level 
*** at the 1% level 

H-stat is sum of coefficients of the coal price, the fuel oil price and the rest price. H-stat 
for DAM is 0.41 or 0.66, it is higher when regional price difference is taken into account. Thus, 
DAM is moderately competitive. Our result is close to other competition estimations for DAM. 

We use the same model (except dummy variables) for all zones. Significance level 
doesn’t allow using general model for 4 of 20 ZSP, and for 1 ZSP reliable model was not found 
(in this ZSP only 1 company owns all power plants, so we assign this ZSP to weak competitive 
zones). 

Table 2 demonstrates descriptive statistics for different types of ZSP. There are more 
power plants and gas-fired power plants in limited competitive zones, prices are also higher at 
this type of ZSP. 

 
Table 2. Statistics for different ZSP types. 
 

 Day-Ahead Market Limited 
competitive zones 

Weak  
competitive zones 

mean (minimum-maximum) 

Consumer Price 
1 182.22 1 290.16 1 020.32 

(550.75; 2 135.83) (847.45; 2 135.83) (550.75; 1 569.76) 
Number of power 
plants, except NPP 

and HPP 

8.50 
(0; 44) 

10.33 
(0; 44) 

5.75 
(1; 19) 

Share of gas-fired 
power plants 

0.64 0.78 0.44 
(0; 1) (0.01; 1) (0; 1) 

Demand / Supply 
0.74 0.75 0.73 

(0; 0.99) (0; 0.99) (0.00; 0.99) 
Share of weak 

competitive zones 
0.40 - - 

 
At the First Pricing zone 10 of 15 ZSP have limited competition level; at the Second 

Pricing zone in 2 of 5 ZSP competition is limited. So First Pricing zone is more competitive than 
Second One. H-stat ranges from -1.00 to 0.52, which means that competitive level is higher for 
DAM as a whole (H-stat is 0.41- 0.66). 

We also used pricing model and found that the coefficient for the industrial goods 
production index is positive and 2.25 times higher for weak competition zones. Market structure 
coefficients also differ in pricing models, so the same market changes may influence differently 
for ZSP with different competition level. 

 
 
 
 



 

317 
 

References 
Association "NP Market Council". 2019. Presentation "Factors restraining the development of 
competition in the wholesale electricity and capacity market" 
Alhassan A.L. and Biekre N. 2016. Competitiom and efficiency in the non-life insurance market 
in South Africa. Journal of Economic Studies, 43 (6), 882-909. 
Federal Antimonopoly Service of the Russian Federation. 2020. Report on the state of 
competition in the Russian Federation for 2019. 
Nikolaev D. V., Mylov I. D., Sazonov V. V., Tretyak G. E.  2015. Analysis of factors of 
competitive activity in the Russian economy. Issues of Economics and Law, 11, 88-92. 

 
Data sources 
Federal State Statistic Service. https://rosstat.gov.ru/ 
Trading System Administrator of wholesale electricity market. https://www.atsenergo.ru/ 
  



 

318 
 

Benchmarking Russian Power Companies with a Focus on Asset 
Management 

 
Elizaveta Gavrikova, Graduate School of Business, Higher School of Economics, Russia 
(egavrikova@hse.ru), Irina Volkova, Graduate School of Business, Higher School of 
Economics, Russia 
 
Abstract: 
The goal of this paper is to perform benchmarking of Russian power companies from a 
strategic asset management point of view. The Russian power industry is undergoing 
through a transformation that implies introduction of competition and increasing 
deployment of new technologies which leads to the shrinkage of market opportunities 
and incumbents have to re- think their current practices. We argue that strategic asset 
management is a source of sustainable competitive advantages and it lies at the core of 
the innovative development both for generating and distribution companies. We employ 
a linear programming technique in order to classify and compare companies (within two 
segments) in terms of revenue generating efficiency versus cost efficiency. The resulting 
scores are plotted on two-dimensional matrices. We provide additional analysis of 
secondary data in order to infer on best practice within the industry. The results of the 
present research provide useful insights both for market incumbents and possible new 
entrants concerning the competitive dimension with a focus on the role of strategic asset 
management. The theoretical contribution lies in the study of asset management 
strategies, competition and competitive advantages within the industry. 
 
Keywords: Competition, Power Companies, Asset Management, Strategy, Benchmarking 

Introduction 
 
The key goal of the paper is to perform benchmarking of Russian power companies within 
two segments, namely, generation and distribution. Both segments asset-intensive with 
infrastructure and equipment amounting up to 85% of the overall asset portfolio. For the 
purpose of benchmarking, we focus on asset management as research demonstrates that in 
capital intensive industries it becomes a core strategic function (Komonen et al., 2012). Within 
our study strategic asset management is considered to be the main source of competitive 
advantages in the transforming power industry due to the inertia in decision-making regarding 
the development of the asset portfolio. Radical changes that were introduced by the 
government in the last decades affected heavily the external environment of the companies 
including deregulation, development of market mechanisms, creation of new companies and, 
consequently, increasing competition. Electric utilities are no longer vertically integrated 
monopolies responsible for the whole value chain, while the value chain itself is transforming 
into a value network with an array of new players (service providers, small scale generators, 
renewable and distributed energy sources, prosumers, etc.). Increasing competition is 
challenging not only generation companies that operate in a competitive segment (wholesale 
market), but also regulated distribution companies (system operators) as they face the threat of 
becoming obsolete in the face of market entrants providing more flexible services (Volkova et 
al., 2020). This calls for the adoption of new strategies that allow for sustainable development 
of the industry with asset management at the core (Maletič et al., 2018). 
We propose a mixed research design. We modify a methodology (Banker and Johnston, 1994) 
based on a linear programming technique, namely, Data Envelopment Analysis (DEA) to 
compare the companies in terms of revenue generating efficiency versus cost efficiency. This 
allows to obtain a Pareto-optimal set of companies lying on the efficiency frontier 
representing relatively more successful cases. The results are further supplemented with a 
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meaningful analysis of industry and company data in order to explore best practice. 
While the study is exploratory in its nature, it provides practical insights both for the market 
incumbents and possible new entrants concerning the competitive dimension with a focus on 
the role of asset management. Also, the results seem to be of interest for policymakers as we 
show what practices correspond with the regulators priorities – increasing both cost- 
efficiency and quality and reliability of power supply. We complement existing theory and 
provide additional empirical evidence emphasizing the strategic role of asset management. 
 
Strategic aspects of asset management in power companies 
Strategic asset management is an emerging approach opposed to the traditional operation-
level paradigm focused on technical issues. This approach implies that a broader context is 
considered, and decision-making should also comprise market trends, competition and 
technological advancement (Wijnia and de Croon, 2019; Liyanage, 2012). 
Within our study we argue that strategic asset management lies at the core of developing 
competitive advantages in the power industry due to high specificity of assets, their share in the 
overall asset portfolio and limited possibilities to increase revenues. Companies face the 
challenge of a new reinvestment cycle with an ageing asset base, while the strategic priorities 
of the regulator are increasing cost-efficiency and at the same time introducing new 
technologies with limited resources and high levels of uncertainty (Burda et al., 2019). 
All decisions regarding the development of the asset portfolio in power companies are 
characterized by high inertia due to high costs and long useful life of assets. When a power 
company acquires any kind of equipment, e.g. turbines for a generation plant or poles for a 
distribution line, it has to consider the long-term costs of maintenance throughout the whole 
life cycle. The process of planning the asset portfolio should comprise the evaluation of costs 
and time needed to first place a certain kind of equipment to operation and then withdraw it 
without interrupting the production process and reliability of power supply. This drives the 
strategic nature of decision-making regarding the asset portfolio. 
Basically, this implies the allocation of limited resources while balancing between 
competitive priorities (cost, quality or flexibility) based on existing barriers to entry, 
availability of resources, sources of differentiation and scale efficiencies within the industry 
(Gavrikova et al., 2020). Our theoretical framework is based on the ideas of strategic 
positioning (Porter, 1979; Porter, 1980) and we adapt the market control-value framework 
(Parnell, 2006) to explore asset management strategy on the business level and the company’s 
propensity towards increasing market control or creating value accordingly. We perform 
benchmarking in terms of revenue generating efficiency versus cost efficiency, which capture 
both the financial and non-financial dimensions of asset management. 
 
Methodology 
We propose a mixed approach as shown in Figure 1. We first employ Data Envelopment 
Analysis (DEA) which is a useful linear programming technique for measuring relative 
efficiency of homogeneous objects. We modify an existing methodology (Banker and 
Johnston, 1994) and design two models to calculate the efficiency scores (from 0 to 1). Our 
conclusions are drawn upon two-dimensional matrices with the resulting scores on the axes. 
We further supplement our results with qualitative analysis of secondary data (industry 
outlooks, financial and annual reports, official web sites of the examined companies, 
governmental information portals). 
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Figure 1. Research design 
 
Our sample consists of 14 generation companies (we included only large-scale companies and 
focused on the players of the wholesale market) and 25 distribution companies or system 
operators (we omitted companies that only operate as managing companies without actually 
owning assets). We did not analyze the transmission system operator on purpose as it faces no 
competition being a regulated natural monopoly. We cover all the major players within both 
segments and assume that this allows us to outline the general picture quite accurately. 
Description of the sample is presented in Appendix A. 
Inputs and outputs used in DEA models for both segments are shown in Tables 1 and 2. 
Indicators of the non-financial dimension were chosen as follows: installed capacity and gross 
generation for generating companies; transformation capacity and distributed electrical energy 
for distribution system operators. Total revenue reflects the economic dimension in both 
models. As scale efficiency is an important source of competitiveness in the power sector, we 
used variable returns-to-scale (VRS) to reflect pure technical efficiency. For measuring cost 
efficiency, we used an input-oriented DEA model (BCC-I), while for revenue generating 
efficiency, we used an output-oriented model (BCC-O). 
 
Table 1. Inputs and outputs for measuring efficiency of the examined generating companies 

Model (VRS) Input Output 

(1) Cost efficiency (BCC-I) 
Installed capacity, 
GW 

Gross generation, 
TWh 

(2) Revenue-generating efficiency (BCC-O) 
Gross generation, 
TWh 

Total revenue, 
thousands of rubles 

Notes: GW – gigawatt; TWh – terawatt hours. 
 
Table 2. Inputs and outputs for measuring efficiency of the examined distribution companies 

Model (VRS) Input Output 

(1) Cost efficiency (BCC-I) 
Transformation 
capacity, MVA 

Distributed electrical 
enegy, GWh 

 
(2) 

 
Revenue-generating efficiency (BCC-O) 

Distributed 
electrical enegy, 

GWh 

Total revenue, 
thousands of rubles 

Notes: GW – gigawatt; TWh – terawatt hours. 
 
The resulting measures were plotted on two-dimensional matrices: for generating and 
distribution companies (system operators). Each matrix provides a Pareto-optimal set of 
companies lying on the efficiency frontier representing relatively more successful cases, which 
provides basis for further analysis. The results were supplemented with various secondary data 
which allowed for a meaningful analysis of the strategies and practices employed by the 
market players with a focus on asset management. We paid attention both to the declared 
corporate strategy and business development goals as well as to long term goals towards the 
development of the asset portfolio. 
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Empirical results and conclusions 
 
1.1 Benchmarking of generating companies 
 
 

Figure 2. Efficiency frontier (generation segment) 
Notes: Genco – generation company. 
 

As shown in Figure 2 Genco4, Genco5, Genco7, Genco10 and Genco13 seem to represent the 
most successful cases, while they put emphasis on different strategic priorities and have 
different ownership structure. Additional analysis of secondary data showed that depending 
on the priority (market control vs creating value) companies employed different practices. 
Higher revenue-generating efficiency is associated with developing energy and consultancy 
services, while higher cost efficiency is associated with employing digital technologies and 
extensive modernization of the asset portfolio. Genco7 and Genco 13 seem to be successful in 
both dimensions, while they maintain a traditional portfolio of energy sources, invest into 
distributed generation and R&D. Presumably, these practices ensure diversification and 
mitigation of risks. Genco8, Genco9 and Genco11 seem to be close to the efficiency frontier. 
They diversify their risks through developing their energy sources portfolio and including 
alternative energy sources. In short run this may have affected their cost structure, but in long 
run such strategy may provide higher flexibility and these companies can possibly shift 
towards the efficiency frontier. 
There are inefficient companies that do not hedge their risks and merely declare optimization 
of assets, which might be a fallacious strategy in the view of the ongoing transformation. 
Interestingly, both Genco10 and Genco14 have to invest into modernization of the heating 
network, while heat power industry is unprofitable and heavily regulated, which leaves 
limited alternatives for decision-making. Genco14 probably has to proceed to a more flexible 
strategy to reach the efficiency frontier. We also found out that high specificity of assets 
(nuclear and hydro power stations) and operation of facilities on isolated territories negatively 
affect efficiency of companies. 
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1.2 Benchmarking of distribution companies 
 

Figure 3. Efficiency frontier (distribution segment) 
Notes: DSO – distribution system operator. 
 
As shown in Figure 3 DSO2, DSO5, DSO12, DSO13, DSO14 (all pertaining to a state- 
owned grid operator), DSO22, DSO24 (with private ownership) seem to represent the most 
successful cases, while they evidently put emphasis on different strategic priorities. 
Secondary data analysis provided additional evidence. Higher revenue-generating efficiency 
is associated with transition from a “distribution system operator” to an “energy service 
company” focusing not only on distributing electrical energy, but also involving in energy 
management, consulting, maintenance of consumers equipment and energy efficiency. Higher 
cost efficiency is associated with a focus on digital transformation through employing 
technologies such as digital twins, online customer services, e-maintenance, digital networks 
and substations, etc. These strategies are aimed at hedging risks involved in the core business 
(power delivery and utility connection for consumers) by diversifying the service portfolio as 
well as increasing efficiency and improving customer experience. Our analysis also showed 
that higher efficiency is associated with higher availability of connecting to the power grid; 
thus, companies invest into infrastructure modernization and expansion. 
Interestingly, DSO6, DSO13, DSO23 are unprofitable, which calls for further analysis of 
profitability in the segment. Core business costs along with amortization and depreciation of 
ageing infrastructure create significant financial burden for distribution companies. Companies 
are also limited in resources and decision-making due to regulatory pressures. As in the case 
with generation companies, analysis of inefficient companies demonstrates that most of them 
are primarily focused on asset optimization and maintenance issues, which seems to disagree 
with external demands. However, employing more flexible strategies with a long-term focus 
on digitalization and development of services seems to be one of the possible ways to hedge 
risks, increase cash flow and, consequently, efficiency. 
 
1.3 Discussion and conclusion 
 
As the descriptive analysis shows, design and structure of the asset portfolio can be a source 
of competitive advantage and lead to superior performance within the industry. The obtained 
results conform with previous studies emphasizing the strategic role of asset management and 
its influence on performance and sustainable development of asset-intensive companies 
(Maletič et al., 2018). Despite increasing competition and the fact that it is hard to 
differentiate on the market – electricity is a standard product; power companies still have 
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alternatives to ensure sustainable development in the long run through the employment of 
new technology, diversification of energy sources (for generation companies), digitalization, 
improving customer experience and servitization. Efficient companies in both segments still 
struggle with non-payments and limited investments into further modernization and this calls 
for creating even more flexible strategies and introducing new products or services. This is an 
important insight into the competitive environment. 
Asset management is traditionally perceived as pertaining to functional or operational levels 
of decision-making, but our study supports the idea that asset management should not be 
ignored at the strategic level. Our study is positioned among others in this field (e.g. (Komonen 
et al., 2012; Liyanage, 2012; Wijnia, de Croon, 2019) and complements the existing literature 
with empirical evidence and deeper insights based on a specific case of a transforming 
industry. The originality of the paper lies in the fact that we considered the issues of asset 
management as a basis for competition in the power industry. Revenue generating efficiency 
and cost efficiency are indicators of how well a power company manages its physical assets in 
order to create competitive advantages. The results of the study provide practical insights for 
policymakers, market incumbents and possible new entrants concerning best practice with a 
focus on the role of asset management. 
 
References 
Banker R.D., Johnston H.H. 1994. Evaluating the impacts of operating strategies on efficiency 
in the US airline industry. In Data Envelopment Analysis: Theory, Methodology, and 
Applications, eds. A. Charnes, W.W. Cooper, A.Y. Lewin, L.M. Seiford, 97-128. Springer: 
Dordrecht. 
Burda Y., Volkova I., Gavrikova E., Kosygina A. V. 2019. Digitalization and Ways for the 
Development of the Electric Energy Industry with the Participation of Consumers: New 
Challenges for Shaping the Investment Climate. Journal of Siberian Federal University. 
Series: Humanities & Social Sciences, 12 (4), 545-564. 
Gavrikova E., Volkova I., Burda, Y. 2020. Strategic Aspects of Asset Management: An 
Overview of Current Research. Sustainability, 12 (15), 5955. 
Komonen K., Kortelainen H., Räikkönen M. 2012. Corporate Asset Management for Industrial 
Companies: An Integrated Business-Driven Approach. In Asset Management, eds. T. Van der 
Lei, P. Herder, Y. Wijnia, 47-63. Springer: Dordrecht. 
Liyanage J.P. 2012. Smart Engineering Assets Through Strategic Integration: Seeing Beyond 
the Convention. In Asset Management, eds. T. Van der Lei, P. Herder, Y. Wijnia, 11-28. 
Springer: Dordrecht. 
Maletič D., Maletič M., Al-Najjar B., Gomišcek B. 2018. Development of a Model Linking 
Physical Asset Management to Sustainability Performance: An Empirical Research. 
Sustainability, 10, 4759. 
Parnell J. A. 2006. Generic strategies after two decades: a reconceptualization of competitive 
strategy. Management decision, 44 (8), 1139-1154. 
Porter M. 1979. How Competitive Forces Shape Strategy. Harvard Business Review, 57 (2), 
137-145. 
Porter M. 1980. Competitive Strategy. Measuring Business Excellence, 1 (2), 12-17. 
Volkova I., Burda Y., Gavrikova E. Co-value creation within the business model for smart 
grids: case of Russian Autonomous Energy Complex. In: Engineering assets and Public 
infrastructures in the Age of Digitalization, eds. J. Liyanage, J. Amadi-Echendu, J. Mathew, 
864-872. Springer: Cham. 
Wijnia, Y., de Croon, J. 2019. Strategic Asset Planning: Balancing Cost, Performance and 
Risk in an Ageing Asset Base. In Asset Intelligence through Integration and Interoperability 
and Contemporary Vibration Engineering Technologies, Lecture Notes in Mechanical 
Engineering, eds. J. Mathew, C. Lim, L. Ma, D. Sands, M. Cholette, P. Borghesani, 695-704. 
Springer: Cham. 



 

324 
 

 

 

 
 



 

325 
 

 
  



 

326 
 

Corruption, Collusion or Both: What is Behind Restriction of Competition in 
the Russian Public Procurement? 

 
Evgenii Gilenko, Graduate School of Management, SPbU, Russia  (e.gilenko@gsom.spbu.ru), 
Anastasia Golubeva, Graduate School of Management, SPbU, Russia (golubeva@gsom.spbu.ru), 
Andrei Ivanov, Graduate School of Management, SPbU, Russia (ivanov@gsom.spbu.ru), Olga 
Bezhenar, Graduate School of Management, SPbU, Russia 
 
Abstract: 
There is a Russian market of hospital procurement (medicine, medical equipment, and 
consumables) where a single procurement method – dynamic English auction – is applied. 
Corruption and collusion issues in the framework of using this auction without any 
auctioneer discretion power have not almost been examined in the academic literature. The 
paper tries to partially fill in this gap in the following ways: (1) a typology of different 
forms of mala fide buyer-suppliers interaction is constructed; (2) for the case of bona fide 
public buyer and a cartel of suppliers interaction, a game-theoretic model is proposed 
taking into account the peculiarities of the Russian public procurement regulation; (3) 
using the Russian Federal Antimonopoly Service (FAS) data, a logit-model is developed to 
discern the corruption cases from the collusion ones, as well as the bid-rigging cases from 
the market-sharing ones. The proposed approaches and models are applied to the Russian 
healthcare public procurement issues. 
 
Keywords: Public Procurement, Healthcare, Collusions, Corruption, Auctions, Mala Fide 
Behavior, Logistic Regression. 
 
Introduction 
There is an extensive literature that examines corruption and collusion issues in the public 
procurement. Some of the papers start off with the fact that “collusion and corruption often go 
hand-in-hand in public procurement” [Lambert-Mogiliansky, Sonin, 2003, p. 884]. Therefore, 
there is a need for structuring of different approaches to corruption and collusion modelling, as 
well as their interaction. 

The public procurement institutional environment in the Russian Federation is 
characterized by a relatively high corruption level, a medium level of democracy which permits 
the mass media to discuss corruption cases, and a low level of regulatory impact assessment. It is 
the mass media coverage of corruption cases that creates constant pressure on the authorities and 
encourages them to apply exceptionally rigid anti-corruption methods, with the most important 
of them being selection of electronic price auction in the form of English auction [McAfee, 
McMillan, 1987, 702] as the main procurement method. But here, a contradiction arises: when 
the English auction is examined, the auctioneer1 is assumed to have a discretion power which is 
not true in the case of the Russian legislation. The English auction in the Russian Federation has 
become the main procurement method, but in the procurements of in- and out-patient hospitals it 
is, practically, the only one.  

Thus, this paper considers corruption and collusion issues primarily in relation to the 
healthcare procurement (medicine, medical equipment, and consumables) in the Russian 
Federation. 
 
Theoretical framework, research questions, and a brief literature review 

In the institutional environment of the Russian Federation, it is hardly possible to use a 
classic agency model [Jensen, Meckling, 1976] for describing the buyer-supplier interaction due 

 
1 In this paper, the terms ‘auctioneer’, ‘contracting authorities’, ‘public buyer’, and ‘buyer’ are used as synonyms. 
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to the possible mala fides of the public buyer. There are a lot of forms of mala fides in the 
behavior of contracting authorities and suppliers [OECD, 2009, 19]. In the research, we confine 
these cases to corruption for the buyer and collusion for the sellers. Thus, the first research 
question arises. 

RQ1: How to describe all the forms of buyer-suppliers interaction based on their 
bona/mala fides? 

According to [Albano et al., 2006, 348], there are two main forms of collusion: 
1) price-fixing or “bid-rigging”, whereby colluding firms select the winning bidder and the 

winning bid. All other cartel members are instructed to bid higher prices or less favorable 
conditions (“phoney bids”); 

2) market-sharing agreements, whereby contracting authorities are divided according to 
some relevant characteristics (e.g., location) and assigned to a predetermined winning 
bidder. 

Thus, we can identify six different forms of buyer-suppliers interaction. 
 

Table 1. Different forms of mala fide buyer-suppliers interactions 
 

Buyer 
Suppliers 

Mala fide Bona fide 
А В 

Mala 
fide 

Bid-rigging 1 А1 В1 
Market-sharing agreements 2 А2 В2 

Bona 
fide 

No collusion 3 А3 В3 

 
In this paper, we confine our research to the cases of row 1 – cells A1 and B1. 
The buyer-suppliers interaction in cell A1 implies two possible scenarios. According to the 

first one, both sides of procurement coordinate their activity in the form of so-called ‘bid 
orchestration’ – public buyer serves as a ‘ring manager’ of a collusive cartel among the bidders 
who coordinates bids before they are submitted [Lengwiler, Wolfstetter, 2006, 417]. This type of 
coordination is typical for scoring and first price 
sealed-bid2 auctions (requests for quotation) [Berezinets, Ivanov, 2019, 724]. 

The second scenario (the absence of a buyer bidding ring coordination) is hardly possible 
in the Russian institutional environment, since in the post-contracting period the public buyer, as 
a rule, has different ways to increase of the supplier’s transaction costs. At the same time, any 
cartel must solve a series of problems including agreeing on how to share the spoils, securing 
enforcement, and deterring entry [McAfee, McMillan, 1992, 579], and a corrupt buyer can 
contribute to solving some of them. 

The buyer-suppliers interaction in cell B1 implies that a bona fide public buyer stands 
against bidding ring. The measures that are available to the buyer to control collusion are usually 
divided into the proactive and the reactive ones. Respectively, this paper explores the following 
two research questions. 

RQ2: How to develop an auction design to decrease incentives for its participants to 
collude?  

RQ3: How to use the information on the results of procurement to empirically estimate 
the probability of bid-rigging in the auction? 

Regarding RQ2, in this paper, a game-theoretic model which takes account of the specifics 
of the Russian auction regulation is constructed and applied. 

As to RQ3, two approaches have been considered. First, we use game-theoretic modeling 
to prove collusion in the case of small decrease of the price in the auction (not more than 1%). 
Second, the modeling results and the data of the Russian Federal Antimonopoly Service (FAS) 

 
2 In our time ‘sealed-bid’ means submitting the only unchangeable bid, may be, in electronic form. 
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are used to develop a logit-model to empirically estimate the probability of bid-rigging in the 
auction. 

 
Conclusion 
The paper provides the following contributions to the literature. 

Having examined the developed game-theoretic model, reflecting the peculiarities of the 
Russian version of the English auction, we provide recommendations to amend the Russian 
public procurement legislation and, even, the Russian public procurement policy. 

In this paper, we demonstrate that if in the case of small price decrease in the auction (not 
more than 1%) the future ‘looser’ doesn’t bid immediately after the beginning of the auction, 
then collusion can be considered present in the procedure. 

The developed logit-model can be used by FAS to empirically estimate the probability of 
bid-rigging in the auction in the context of risk-oriented approach to collusion control. 

The cases presented in Table 1 can be considered as a new typology of the forms of  
corrupt-collusive interaction of a public buyer and the suppliers. 

In the current study, we consider only one out of two main forms of collusive behavior – 
bid-rigging. Thus, the direction of further research is examining of market-sharing agreements to 
solve the problem of identification of the type of collusion in the auction – bid-rigging or 
market-sharing. 
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Abstract: 
This paper investigates the problem of  increasing of public value for the services which 
imply co-production – collaboration of public authorities with citizens. Based on the 
seminal paper of M. Moore (1995), we propose a modification to the scheme of public value 
creation to include public services with co-production. We illustrate the application of this 
modification with the example of separate waste collection (SWC) service – the service 
whose successful implementation hugely relies on collaboration of public authorities with 
people to secure, as a result, better ecological conditions in the area. Based on a conducted 
survey, we demonstrate that there is a set of factors that significantly influence the 
willingness of people to participate in SWC, and thus, potentially, increase the public value 
of SWC. 

 
Keywords: Public value, Public Services, Separate Waste Collection, Co-production 
 
Introduction 
Nowadays, the questions of environment are very acute. The unfavorable ecological situation in 
the world calls for urgent steps to be taken in the direction of environment protection. For a 
whole number of countries, at the initial stage, such steps would mean development and 
implementation of a system of separate waste collection (SWC). The more such implementation 
will be postponed, the more serious environmental problems will arise. 

Generally, according to the World Wildlife Fund [WWF, 2020], from 5 to 12 million tons 
of plastic gets into the oceans annually. On average, about 8 million tons of plastic, which makes 
up a third of all garbage in the world, forms garbage islands each year, which leads to a 
significant harm the ocean ecosystem. 

More specifically, in Russia, the ecological situation is also critical. According to the 
official information [RIA News, 2019], by the end of 2019, the area of landfills in Russia was 
about 4 million hectares, which is comparable to the area of such countries as the Netherlands, 
Belgium or Denmark. Obviously, such a scale of landfills has an extremely negative impact on 
the environment in Russia. 

Thus, it is extremely important to implement the SWC system in Russia more actively. 
Technically speaking, the recent “waste reform” which formally introduced amendments to the 
law “On production and consumption waste” (#89-FZ, as of 31.12.2017), entered its active phase 
in most regions of the Russian Federation since January 1, 2019. This reform was called to 
reduce landfill disposal amounts and increase the volume of recycled waste by improving the 
solid household waste (SHW) management system in Russia. 

This was done to meet one of the targets of the Russian national project "Environment": 
from 2019 to 2024 the share of recycled SHW should increase from 3% to 36% [National Project 
“Environment”, 2020]. But, at the same time, according to the recent results of a national survey 
conducted by the Russian Public Opinion Research Center [WCIOM, 2019], 74% of Russians 
have only heard about the “waste reform” in general, but only 24% of respondents are aware of 
various aspects and details of the reform. 

These figures are important to keep in mind, because, when speaking about public 
services like waste collection, on the one hand, it is the state authorities that play the key role; 
but on the other hand, active collaboration with citizens is also very important. This means that 
the citizens should be appropriately motivated, which, in this case, can only be done via 
increasing the public value of such services. 
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A significant obstacle to wide implementation of an SWC system in Russia is the lack of 
a single, coordinated plan of actions in the field of waste collection and recycling. For example, 
on the one hand, the Russian Ministry of Environment develops recommendations on how to 
recycle waste separately [Kommersant, 2020], while on the other hand, the government gives 
600 bln. rubles to construct at least 25 new incinerators [RBC, 2020], which, according to 
Greenpeace ecologists, cause significant harm to the environment. 

Taking into account the positive experience of Western countries (such as Denmark and 
Sweden, [TASS, 2017]) in matters of separate waste collection, it is obvious that active 
introduction of an SWC system in Russia is, basically, the only option. But, again, for this policy 
to be successful, citizens play a significant role in it. 

Thus, the aim of this study is to develop a theoretical framework for public value of 
services with co-production to motivate people to participate in them more actively, as well as 
empirically verify it based on a survey of citizens, and provide recommendations for relevant 
authorities.  
 
Theoretical framework 

2.1. Literature review 

The key concept to our research is “public value”. The theory of public value studies the 
value created by the government via provision of services, legislation, and other actions [Kelly et 
al. 2002]. According to the founder of the theory M. Moore [Moore, 1995], the process of public 
value creation encompasses the following elements: 

 creation of specific results that are important to the society; 
 usage of the available resources and opportunities; 
 legislation framework. 

Since our study focuses on the separate waste collection problem, it is relevant to revise 
the theoretical foundations of creation of ecological values in the society. For example [Stern, 
Dietz, 1994] consider three types of values that influence the environmental behavior of people – 
egoistic, altruistic, and biospheric. Out of these three, most important to us are altruistic 
(associated with a sense of moral duty and the desire to be useful) and biospheric (associated 
with respect for the planet and the desire to protect the environment) values. 

According to [Van Vugt et al., 1995], this is because those people who are driven by 
these two types of incentives have the greatest propensity for behavior aimed at improving the 
ecological situation, since these values have the greatest influence on pro-ecological actions of 
people. 

Speaking of public values, it is also important to keep in mind the concept of “co-
production” which considers people as co-producers in creation of public value. According to 
[Kelly et al. 2002], something is valuable to the society only when people are to give something 
in exchange. 

The theory of co-production implies a collaborative effort between two parties that jointly 
determine the final result of their collaboration [Parks et al., 1981]. Moreover, this theory 
assumes that the efforts of the service consumers (in our case, these are the citizens participating 
in SWC) are the defining elements in the creation of this result. 

2.2. The theoretical framework 

Based on the above-given literature review, in the format of the current discussion on 
public services with co-production (collaboration between the authorities and citizens), we 
extended the framework proposed by [Moore, 1995] to include co-production. The proposed 
scheme is given in Fig. 1. 

The scheme is based on our concrete example under consideration – the separate waste 
collection problem. This is why the underlying value in this scheme (Block 0) is the society’s 
value of ecology. 
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The society’s value of ecology influences both – the three traditional sources of public 
value (public service quality, public service outcomes, and citizens’ trust in authorities; see 
[Moore, 1995]) and the citizens’ willingness to co-produce (Arrows 1 and 2). In turn, the 
willingness to co-produce is closely interrelated with the sources of public value (Arrows 6-11). 
And, finally, there is the traditional influence on the public value of the service (Arrow 12). 
 

 
Figure 1. Extended public value scheme of a public service with co-production 
 
Source: authors’ design 

 
So, our principal research hypothesis is that the fact of co-production is able to increase 

the public value of a public service through several different channels (Arrows 6-11). This is to 
be empirically validated through the conducted survey. 
 
Research methods and sample description 
To test the above-mentioned research hypothesis, we developed our own questionnaire and ran 
an online survey among the residents of St. Petersburg (Russia) in summer 2020. The survey was 
conducted online due to the COVID-19 pandemic restrictions.  

11 

12 
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The questionnaire comprised 54 questions in total and was split into the following parts: 
1. Socio-demographic questions about gender, age, education, occupation, etc. 
2. Facts about waste collection where the respondents were asked whether they 

participate in SWC, are provided with necessary infrastructure, are informed about 
SWC, etc. 

3. Motivational factors – in this part the respondents were asked to rate (from 1 to 5) the 
factors which may or may not motivate them to participate in SWC. 

4. De-motivational factor where the respondents were asked to rate (from 1 to 5) the 
factors which may or may not demotivate them to participate in SWC. 

5. Environmental concerns – this part comprised questions about the respondents’ 
attitude to environmental issues and their willingness to make change towards a better 
environment. 

6. Willingness to co-produce with the questions about the respondents’ attitude towards 
co-production in public services. 

7. Trust in authorities – this part contained questions about the respondents’ trust in 
authorities on different levels. 

8. Expected public value outcomes – here the respondents were asked to rate (from 1 to 
5) the outcomes that they do or do not expect from implementation of an SWC 
system. 

The questions were grouped according to the blocks (0–V) in Fig. 1. In total, we collected 
635 responses. After proper sample pre-processing and validity analyzing, we applied a multiple 
regression analysis to validate the presence of influence between the blocks in Fig. 1. 

 
Empirical results and recommendations 
Due to the limitations to the size of the paper, here we provide results of influence testing only 
for Arrow 7 (see Fig. 1). The testing was organized in the multiple logit-regression framework, 
with the following variables: 

 bvSWChome (dependent variable related to the “Co-production” block): whether 
the respondents separate waste at home (binary variable); 

 easyOrganizeSWChome (independent variable related to the “Co-production” 
block): how easy it is for the respondents to organize SWC at home (multi-level 
variable measured by Likert scale from 1 – very difficult to 4 – very easy); 

 satisfWasteRemovalYard (independent variable related to the “Public service 
quality” block): how satisfied the respondents are with the service of waste 
removal in their yards (multi-level variable measured by Likert scale from 1 – not 
at all satisfied to 5 – absolutely satisfied); 

 containersSWCYard (independent variable related to the “Public service quality” 
block); whether the respondents have containers for SWC in their yards (multi-
level variable measured with Likert scale, wherein 1 – no, 2 – do not know, 3 – 
yes) 

 infofreqMunicAuth (independent variable related to the “Public service quality” 
block); how often the respondents get the information about SWC from their local 
authorities and/or non-profit organizations in Saint Petersburg. 

The results of a logit-regression estimation (with bvSWChome being the dependent 
(binary) variable) are given in Table 1. As it can be seen from the table, the influence of all the 
variables related to the “Public service quality” block is highly statistically significant and has 
relevant mathematical signs. For example, the fact of having SWC containers nearby the house, 
as well as frequent information on SWC from the local authorities actually increases the chances 
for people to separate waste at home. 
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Table 1. Results of logit-regression estimation 

                       Estimate Std. Error t value Pr(>|t|)     
(Intercept)             0.62617    0.08421   7.436 3.41e-13 *** 
easyOrganizeSWChome     0.06335    0.02219   2.855 0.004440 ***  
satisfWasteRemovalYard -0.07404    0.01602  -4.621 4.64e-06 *** 
containersSWCYard       0.13435    0.01956   6.869 1.55e-11 *** 
infofreqMunicAuth       0.07550    0.01639   4.607 4.96e-06 *** 

 
These results carry an important message to the local authorities. Provision of a good 

SWC infrastructure along with regular informing will motivate people to participate in separate 
waste collection. 

In this research, other important factors were also revealed. 

Conclusion 
This study provides an extension to the classical model of public value of public services 

(as proposed by M. Moore) by including the effect of co-production and, thus, allowing to 
describe the public value of such public services where co-production of citizens is an integral 
part of the whole process. This serves as a theoretical ground for analysis of such topical 
problem in Russia as separate waste collection (SWC). The results of conducted empirical 
analysis reveal a bundle of factors that significantly influence the willingness of people to 
participate in SWC, and thus, potentially, increase the public value of SWC. 
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Abstract: 
There is a great number of academic and practical publications on measurement of 
healthcare organizations’ (HCOs) performance. However, healthcare policy implemented 
by Government of Russian Federation do not pay enough attention to the performance of 
HCOs and its assessment. The paper critically analyzes methodology of performance 
measurement of HCOs specified in instructional guidelines of the RF Healthcare Ministry. 
We argue that primary intention of the guidelines is to force the HCOs to reach 2 goals: to 
achieve planned values of KPIs with public funding, and to reach target values for medical 
personnel average wage. Thus, it can hardly be viewed as a clear-cut performance 
measure. Moreover, the list of indicators does not comply with the SMART principles and 
poorly reflects the attributes of HCO’s performance. The study suggests the multifaceted 
performance assessment which applies the Neely’s concept of Performance Prism (PP). It 
relies on multidimensional nature of HCO’s activities and multi-subject evaluation of its 
attributes. Applied PP considers patients, doctors, nurses, hospital’s management and city 
administration as the stakeholders of 47 Saint-Petersburg public hospitals to assess their 
performance in 2017. The results of our performance assessment are compared to HCO’s 
ratings of Healthcare Committee (service’s quality provided by HCOs and patient’ 
satisfaction for quality of healthcare). 
 
Keywords: Healthcare Organizations, Performance Measurement 
 

Nowadays, the development and implementation of performance measurement systems for 
HCOs are recognized as an effective measure that contributes not only to the improvement of the 
quality of medical care, but also to identification the directions and implementation of 
organizational changes in health systems around the world (Zidarov et al., 2014).  

Large amount of academic and practical publications are devoted to performance 
measurement of healthcare organizations (HCOs). However, their analysis shows that most of 
them measure the volume of services rendered and the resources spent on these services. On the 
basis of such measurements, it is possible to assess HCOs only in terms of their economic 
efficiency, that is, how efficient they use the resources to provide a given amount of services. 

Moreover, healthcare policy implemented by Government of Russian Federation also do 
not pay enough attention to the performance of HCOs and its assessment. In the Strategy of 
Healthcare Development of the Russian Federation (Decree of the President of the Russian 
Federation of 06.06.2019 № 254), the term “performance” is mentioned only 2 times, while in 
European policy framework and strategy for the 21st century - Health 2020 (World Health 
Organization) – as much as 298 times. 

Methodical recommendations for the development by public authorities of subjects of the 
Russian Federation and local governments of performance indicators of the subordinate state 
(municipal) organizations, their heads and employees, by types of organizations and the main 
categories of employees introduced by the order of the Ministry of Healthcare of the Russian 
Federation of 28.06.2013 № 421, contains recommended set of performance indicators of 
subordinated state (municipal) organizations, their heads and employees, with the criteria based 
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on the points, by the types of organizations and the main categories of employees, with 7 
indicators applicable to in-patient HCOs. 

The methodical recommendations have many deficiencies in terms of their measurement 
value. A common feature of the analyzed models is their inconsistency with SMART principles, 
as well as their fragmentary (i.e. incomplete) description of the multi-aspect activities of an 
HCO. Moreover, the analysis of the methodical recommendations showed that primary intention 
of them is to force the HCOs to reach 2 goals: to achieve planned values of KPIs with public 
funding, and to reach target values for medical personnel average wage. This conclusion occurs 
due to the fact that the largest scores are assigned to indicators “Performance of the target plan” 
and “Fulfilment of plans to achieve the correlation of salaries of all categories of health workers 
with average salaries in the subject”. 

We suggest to adopt multifaceted performance measure to assess performance of HCOs 
based on the Neely’s concept of Performance Prism (Neely & Adams, 2002). It relies on multi-
input and multi-output description of production activity, multidimensional nature of 
organizational activities and multi-subject evaluation of organization’s attributes and its 
performance (3M-performance measure). According to Performance Prism, the following 
stakeholders were defined: patients, doctors, nurses, hospital’s management and city 
administration. The data was collected through questionnaires and unified information system of 
compulsory medical insurance of St. Petersburg. 

Quality of services provided by HCOs assessed by Healthcare Committee using the 
criteria: 

openness and availability of information about the HCO; 
comfortable conditions for the provision of services, including the waiting time for the 

provision of medical services; 
accessibility of services for people with disabilities; 
benevolence, politeness of employees of a HCO; 
satisfaction with the terms of service. 
Patient’ satisfaction for quality of healthcare assessed by Healthcare Committee using the 

criteria: 
waiting conditions before admission; 
presence of paid medical services during the treatment; 
waiting time for diagnostic tests after contacting a medical organization; 
satisfaction with the admission; 
satisfaction with the conditions of medical care; 
satisfaction with the quality and completeness of information available on the official 

website of HCO. 
Comparison of our performance assessment with to HCO’s ratings of Healthcare 

Committee showed the following differences. Both ratings of Healthcare Committee is 
concentrated on consumer’s (patient’s) satisfaction of healthcare by the high-correlated 
indicators.  

3M-performance measure suggests taking into account not only consumer’s (patient’s) 
perspective, but also other key stakeholders: doctors, nurses and city administration. One more 
distinction is that the author’s questionnaires (for patients, doctors and nurses) provides more 
comprehensive coverage of aspects to assess the satisfaction of stakeholders. Satisfaction of city 
administration is measured by technical efficiency of HCOs. 

Moreover, assigning of the weight coefficients of all criteria in both ratings of Healthcare 
Committee are equal to each other and aggregation method suppose taking an average values of 
the points assigned to each criteria. 3M-performance measure implies assigning weight 
coefficient assignment and aggregation based on aggregated preference indices system (APIS), 
that provide clear-cut exposition of coefficients. 
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Mentioned dissimilarities results in widely different ranking of the St Petersburg HCOs: 
the concordation coefficient (pairwise) of the three rankings varies from 0,40 to 0.59, that 
demonstrates very low coincidence between HCO’s positions in analyzed rankings. 
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Abstract:  
The paper defines predictors of demand for emergency medical services in a large urban 
agglomeration. To compile a primary set of predictors and establish relationships between 
them, a contextual analysis of publications on the topic was carried out. The revealed 
cause-and-effect relationships between predictors are visualized using graph theory 
methods. A model of system dynamics is constructed and relevant predictors of demand for 
emergency medical services are identified based on the analysis of the results of simulation 
experiments based on the Yekaterinburg case study. A significant influence of the age 
structure of the urban population - the proportion of the population of older age groups 
with concomitant chronic diseases that require constant medical supervision-was found. 
The results of the analysis showed possible ways to reduce the demand for emergency 
medical services by increasing the capacity of outpatient clinics in the health care system. 

Keywords: Demand for Emergency Medical Services, Predictors of Demand, Large Urban 
Agglomeration 

Introduction.  
The study of the demand for and quality of emergency medical services is an important problem 
of modern Russian healthcare, but due to the complexity and multidimensionality of this 
phenomenon, there are different points of view regarding its state and scenarios for further 
modernization. Insufficient knowledge of issues related to the demand for and comprehensive 
assessment of the availability and quality of emergency medical services in a large city to 
improve the efficiency of its management, and confirms the relevance of the topic under study. 
The purpose of this work was to determine predictors of demand for emergency medical services 
in a large urban agglomeration on the example of Yekaterinburg to build an instrumental model 
for a comprehensive assessment of the qualitative and quantitative impact of the availability of 
emergency medical services on the effectiveness of its activities and improve management 
efficiency. 
 
Main part. 
A characteristic of emergency medical services is the level of demand for its services. 
Researchers note a number of reasons for changes in the population's needs for emergency 
medical services over the past decade, such as: increased costs for providing this type of medical 
services, demographic aging of the population, an increase in the number of patients with 
chronic pathologies, an insufficient level of outpatient services, and others (Artemieva G., gecht 
I., 2012, Chalk, D., Black, S., Pitt, M. ,2016, Mater A., 2006, Suldin, A., Salmanov, Yu., 2015, 
etc.). 

The contextual analysis of research on the functioning of emergency medical services 
allowed us to draw several key conclusions. In the modern academic literature, a number of 
terms related to this issue are identified - "emergency medical care", "reasons for accessing 
emergency medical care", "analysis of the reasons for accessing emergency medical care", 
"structure of the population's access to emergency medical care", "factors of demand for 
emergency medical care", etc. However, their interpretations differ significantly, which proves 
the need to study this issue both from the point of view of terminology, and the essence, 
structure, functions and predictors of the demand for emergency medical services. 



 

339 
 

However, little attention is paid to the analysis, comparison, and ranking of the impact of various 
predictors of impact on the demand for emergency medical services. Meanwhile, the 
identification of predictors that have the greatest impact on changes in the demand for 
emergency medical services can serve as a tool for regulating the population's access and, as a 
result, planning and optimizing the resource potential of emergency medical care in a large city. 
In the works devoted to determining the demand for emergency medical services, as a rule, the 
effects of individual predictors or their small aggregates are investigated. Taking this into 
account, we attempted to cover a wider range of predictors and assess their impact on the 
demand for emergency medical services based on data from the city of Yekaterinburg as a large 
urban agglomeration. 
 
Method of research  
To identify predictors and rank the causes of changes in the population's need for emergency 
medical services, we used the capabilities of system dynamics, which offers tools for modeling 
complex systems and processes at a high level of aggregation. System dynamics models are used 
in research designed to understand and study the trajectory of systems as a whole. The concept of 
system dynamics is based on the idea of the system functioning as a set of flows between its 
components. Such flows can be, for example, patient flows or information flows between 
structural divisions of a medical organization. 

To study the demand for emergency medical services, a model of system dynamics was 
proposed, which includes the following set of elements: 
1) the flow of people calling an ambulance, 
2) state variables are interrelated determinants that determine the rate of flow of people calling 
an ambulance. 

The constructed model of system dynamics demonstrated the possibility of using it to 
determine the most significant predictors that affect the level of demand for emergency medical 
services among the population of a large urban agglomeration. 

To identify a set of determinants of the impact on the population's needs for emergency 
medical care, we selected predictors that potentially affect the level of demand for emergency 
medical services by the population. 

The information base of the study was data on the activities of emergency medical 
services in Yekaterinburg for the period 2017-2019, materials of annual reports of regional 
meetings on the results of the work of the municipal budget institution "V. F. Kapinos 
ambulance Station" in Yekaterinburg. 

Determinant analysis of the demand for emergency medical services among the 
population allowed us to develop a graph of causal relationships that reflects only those factors 
between which there are quantitative relationships and the data required for building the model is 
available or can be obtained because of calculations. 

These powers include the determinants of direct effects (the proportion of older people in 
the total population of the city, the proportion of patients with chronic diseases, the cost of 
providing medical services emergency medical service, security service for all types of brigades, 
etc.) and determinants of indirect impacts (risk of accidents in emergency weather conditions, the 
average number of medical appointments per 1 inhabitant, etc.). 

The testing instrument model was carried out using statistical data of Ekaterinburg – the 
administrative center of Sverdlovsk region. 

To estimate the number of monthly ambulance calls, the total contribution of 
determinants that affect the demand for emergency medical services among the population was 
taken into account. Note that the frequency of calls per month obtained as a result of the 
experiment is underestimated in comparison with real data, since the model does not take into 
account all the identified factors that affect the demand for emergency medical services among 
the population of Russia. However, this approach is promising for determining the most 
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significant determinants of the demand for emergency medical services among the population. 
The results of determinant analysis should be interpreted based on this goal. 

In order to establish the most significant determinants of the demand for emergency 
medical services among the population, during each successive iteration, one factor was removed 
from the model in turn and the difference in the number of calls received as a result of the 
experiment and the basic experiment with the initial full set of factors was recorded. 

The most significant determinants of the demand for emergency medical services among 
the population in order of their expected impact, as well as the absolute increase in the number of 
requests compared to the base period (2017) are presented as follows 
₋ The population of working age, the original value 
- Percentage of patients with chronic diseases among older age groups 
- The proportion of patients with chronic diseases among older age groups who need constant 
medical supervision 
- Provision of emergency medical services with all types of teams 
- Capacity of the outpatient service 
- Provision of municipal health care with doctors 
- Average number of accidents per month 
 
Conclusion 
The results of modeling showed that the most significant change in the need for emergency 
medical services is influenced by the initial value of the older population, as well as indicators of 
the resource potential of the municipal health system and the SMP service. 
Thus, the results obtained in the course of the study are consistent with the estimates of 
specialists who believe that reducing the demand for emergency medical services among the 
population can be achieved by increasing the capacity of outpatient clinics in the health system. 
Note that the model includes only those factors for which it was possible to find statistical data 
and select functional expressions for accounting for interdependencies. In addition, there are 
probably reasons for changes in the need for ambulance services that were not taken into account 
in our study. Thus, the model is not suitable for predicting the number of calls to the ambulance 
service. The results obtained should be interpreted only in the context of ranking factors that 
change the indicators of appeal. 
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Abstract:  
This is a first longitudinal study of the relationship between mental distress (depression 
and nervous breakdown) and labour market status for Russia. The study aims to 
disentangle a complex bi-directional relationship by proposing an econometric 
methodology for estimating selection and causation effects. Using the RLMS we run fixed 
effect regressions for males and females for 2013-2017, regressing a binary depression 
variable on a set of socio-economic factors, with particular focus on a set of unemployment 
duration variables. Results show that unemployment and labour market non-participation 
exacerbate the likelihood of mental distress. The causation effect dominates the selection 
effect for both genders. 
 
Keywords: Mental Health, Depression, Unemployment, Russia, Causation, Selection 
 
Introduction and Russian context 
It is well-established that unemployment is negatively associated with general measures of ill-
health (Bambra and Eikemo 2009) and increasing attention has been paid to identifying a strong 
negative association between insecure employment and mental health (Paul and Moser 2009; 
Bender and Theodossiou 2018) principally for the developed countries of Europe, North 
America and Australia. It has been argued that the unemployed are more likely to exhibit 
depressive symptoms (Kim et al. 2013), stress and distress (Paul and Moser 2009), and lower 
self-reported well-being (Giatti et al. 2010)  

According to Uvarov (2007), in Russia after 12 months of unemployment exposure to stress 
among the increases 1.5 times; the likelihood of depression increases 10 times, and the 
likelihood of anxiety disorders increases 7.2 times. One of the major reasons for mental distress 
in Russia is the loss of a stable source of income and becoming dependent on the actions of 
others (Sayenko, 2011). The majority of males consider themselves to be responsible, while 
some are inactive and blame others for their inability to find work. Unemployed females often 
prefer such forms of behavior as “distraction”, “conversion” and “altruism” (Gychev, 2010).  

This study represents the first longitudinal study of the relationship between depression and 
labour market status for Russia which distinguishes between the direct, selection, and 
confounding mechanisms to provide quantitative estimates of the impact of unemployment on 
the likelihood of depressive symptoms being experienced by Russian adults.  
 
Methodology  
2.1 Data and sample  
 We use RLMS data. The data is restricted to the adult population, who were employed in 
2011 and either remained in employment or transitioned to unemployment. This yields an 
unbalanced panel of 8,441 males and 17,367 females.  
2.2. Empirical approach 
 In view of our binary dependent variable (depress), we estimate a set of fixed effects 
logistic regressions. Fixed effects remove time invariant unobserved heterogeneity and therefore 
attenuate any confounding effects, since there are no intra-individual variations in time-constant 
traits. In contrast to prior research, we propose to separate the direct causal effects from the 
selection mechanism (i.e. reverse causation) by focusing on the duration of unemployment. In 
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short, selection into unemployment is an event that occurs at a given point in time and produces 
a relatively time-constant association between mental health and unemployment thereafter. The 
direct effect, on the contrary, leads to material deprivation, loss of social status, and diminished 
social capital. Hence, the longer the duration of unemployment, the stronger the direct 
(causation) effect on mental health is likely to become.  
 
Discussion and conclusion  
 Table 1presents results of thepanel logistic model for males and females for 2013-2017 
for the likelihood of depression (or nervous breakdown). Results show that being unemployed 
increases the likelihood of mental distress 1,8 times for males and 1,76 times for females and 
both odds ratios are statistically significant. For a labour force non-participant the likelihood of 
depression/nervous breakdown increases 1,96 times for both genders but the OR is significant 
for males only. These are total estimates that do not differentiate between direct (causation) or 
reverse (selection) effects. 
 
Table 1. Panel logit model with fixed effects, 2013-2017 
 Males Females 
 OR CI  OR 
Out of labour force 1,958* 1,237-3,098 1,195 0,942-1,515 
Unemployed 1,801*** 1,316-2,464 1,760*** 1,324-2,338 
Unemployed for 2 years 0,995 0,639-1,550 0,793 1,582-2,451 
Unemployed for 3 years 1,044 0,554-1,965 0,645 1,648-2,724 
Unemployed for 4 years 1,352 0,552-3,309 1,454 2,637-4,410 
Out of labour force for 2 
years 

1,025 0,662-1,586 1,269 0,482-1,305 

Out of labour force for 3 
years 

0,677 0,361-1,270 0,895 0,267-1,558 

Out of labour force for 4 
years 

1,241 0,522-2,951 1,038 0,344-6,148 

Notes: ***,**,*  respectively indicate statistical significance at 1%, 5% and 10% levels.  
OR adjusted for age, marital status, children in household, education, religious affiliation, type of settlement and 
chronic conditions; full table is presented by the authors upon request 
 

With regard to the coefficients for the duration variables, we conclude that  neither the 
unemployment nor the out of labour force coefficients are statistically significant, suggesting that 
the causation mechanism for those outside of the labour force or unemployed is small and that 
the selection effect dominates. The robustness of the results will be explored through  developing 
a dynamic panel model for depression that includes the mental well-being status variable from a 
previous period in the set of independent variables. 
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Abstract:  
The global COVID-19 pandemic has called for a rapid adaptation of all sectors of the 
economy to the new reality. The imposed quarantine restrictions have had a dreadful 
impact on the cultural industry at large, and on museums and galleries, in particular. 
Being forced to close their doors to the visitors for quite a long time, the latter had to 
develop the online format for their excursions and exhibitions more actively. At the same 
time, state museums started requiring more financial support from the government (the so-
called “minimum wage” idea of M. Piotrovskiy). In such circumstances, it is therefore 
important to adequately assess the online options and limitations for museum exhibitions, 
as well as to estimate the necessity to provide the state museums with additional 
governmental support. For that reason, the principal goal of this study is to collect and 
analyze the opinions of the visitors of the St. Petersburg museums on how the pandemic 
restrictions actually influenced the activities of the museums in question. Primarily, we 
questioned the visitors of the Russian State Hermitage on the subject matter. The results of 
our research revealed certain ambiguity in the opinions of people, which called for 
development of diversified recommendations. 
 
Keywords: COVID-19 Pandemic, State Support, State Museums, Efficiency 
 
Introduction 
The global COVID-19 pandemic called for a quick and major adaptation of all sectors of the 
economy to the new reality. The imposed quarantine restrictions have had a very strong impact 
on the cultural industry (museums, theatres, etc.), where due to a significant decline in the tourist 
flows and ceasing of functioning of the corresponding business units themselves, huge financial 
losses occurred – by different estimates, the cultural industry in Russia shrank by almost 50%.  

Regarding museums, the average loss of their profits due to the pandemic in certain cases 
reached 80%. For example, over the first several months of the pandemic in 2020, the Russian 
Tretyakov gallery lost about €2.7 million [Interfax, 2020]. In such circumstances, considering 
limited state funding, in order not to lose their visitors, museums had to master the online format 
in no time by organizing exhibitions and excursions on their web-sites and social media.  

However, is it possible for the remote visiting to substitute the offline one? Is there a 
commercial future for the online format? 

Summing up, the purpose of the current study is, by developing and running a survey, to 
obtain opinions of museum visitors on the following matters: (1) the level of activities of 
museums during the pandemic; (2) the influence of the introduced administrative restrictions; (3) 
on potential support that the state museums may need both from the part of the government and 
the lay public in order to support the museums’ performance during the current crisis. 

 
Theoretical framework and research questions 
The above-described situation calls for an in-depth look into the options for museums and 
galleries to survive the pandemic. Such analysis requires studying of both sides: the demand side 
(what people would want from an online museum) and the supply side (what the museums are 
ready to propose to people). 
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The idea of the current study covers two specific research questions: (1) is the online 
format of museum exhibitions viable in the sense the format is an adequate substitute to the 
traditional format? (2) the museum “minimum wage” – yes or no? We consider these questions 
closer. 

 
2.1. Is the online-museum viable? 
About a hundred years ago, art critics were agitated by the question of the authenticity of art 
works. This agitation was based on a curious rule: in every fake, there is some portion of 
authenticity. Even the best forger (least interested to be busted) would certainly add to his 
surrogate a single stroke of his own, which is not in the original. As of nowadays, it was proven 
that any piece of art is always individual, even if it is an author's reproduction, a student 
imitation or a fraudulent fake. 

The online format (of museum expositions) replicates this problem in the nowadays 
terms. Is there value for visitors in looking at online reproductions or the visitors seek for 
interaction with the genuine piece of art? Thus, is the online-museum of value at all? If yes, will 
it attract different visitors? We hypothesize that the answer is positive. 

A good example here are Sotheby’s and Christie’s auction houses which, due to the 
pandemic, had to move their events from the traditional (offline) format to the online format, 
with the corresponding shift in the audience from “parents” (visitors of the offline events) to 
“children” (visitors of the online events) [Pogrebin et al., 2020]. 

So, our first research question is: though it occurred in the current pandemic situation as a 
necessary step, still, is the online-museum a viable undertaking? If the online-museum is viable, 
probably, it will become an extra source of income for museums. 
 
2.2. Should the government provide an extended support to state museums? 
Our second research question is motivated by a claim of M. Piotrovskiy, Director of the Russian 
State Hermitage, made in the middle of May, 2020, [Piotrovskiy, 2020] about the necessity of 
introduction of a special “museum minimum wage” for the biggest state museums to support the 
museums during the pandemic since there has been a lot of running costs to provide the required 
conditions for the current museum exhibitions. 

This brings attention to the question of whether people are worried about preserving the 
cultural inheritance to the future generations, and, if yes, how the people are ready to support the 
museums (including financial charity)? This is our second research question. 
 

Methods and results 
3.1. Methods and sample description 
To address the above-mentioned questions, we developed our own questionnaire in MS Teams 
and conducted a pilot survey (in person) at the Russian State Hermitage in September 2020. 
Survey object was the community of the state museums visitors; the observation unit, 
respectively, was its representative [Eurostat]. Special non-continuous surveillance program 
consisted of 29 questions (8 open-ended & 21 closed-ended with limited set of possible 
answers); 36 responses were collected. 

The questionnaire comprised the following four blocks of questions. 
1. Socio-demographic questions – to construct a portrait of the representative museum 

visitor in order to demonstrate how personal characteristics influence the answers of 
the respondent.   

2. Questions on the respondents’ opinion towards the online format of exhibitions – to 
study the respondents’ perception and comparison of the two exhibition formats 
(offline and online).  
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3. Questions on the influence of the pandemic restrictions on museum attendance, with 
special focus on what the respondents visited primarily and why.  

4. Financial questions related to museums activities – to compare the optimal and 
maximum museum ticket prices for both of the formats and to reveal the opinion of 
people on how to support state museums during the pandemic. 

The results of the conducted survey allow to provide the following recommendations. 
 
3.2. Results  
The principal conclusion of our pilot study is that the online format is not an absolute 

substitute for the offline visiting. As of the early fall of 2020, people strongly distinguish 
between the online excursion and actual attendance at the museum: to the question “Do you 
agree that online excursions can completely substitute physical attendance of the exhibition?”, 
95% of answers were negative. Therefore 75% of the respondents, disregarding the harshness of 
museum pandemic restrictions, would personally visit the museum as soon as possible – with 
almost 50% of them willing to visit cultural spaces more actively if they knew about the 
restrictions in advance. 

In the matter of online exhibitions and excursions, the respondents mostly appreciate the 
opportunity to visit the museums located in other cities and, even, countries. This finding 
supports the previous one, claiming that visitors prefer the online format only if they do not have 
physical access to the museum. Other important attributes are, correspondingly, the options of 
obtaining an expert’s opinion and accessing videos of the excursions. Out of several possible 
types of remote visiting of a museum, the respondents preferred online excursions, virtual 
attendance, and themed videos/streams/movies. 

Regarding the questions about financial support of museums, 56% of the respondent do 
not make donations to the museums, because they consider this as a duty of the government, 
with 86% of the respondents agreeing on the opinion of M. Piotrovskiy on the need of 
introduction of a “museum minimum wage”. At the same time, 61% of museum visitors think 
that the online excursions and exhibitions should be free, while agreeing to pay only for truly 
unique content. 

Although the respondents, majorly, are not ready to make donations to museums, this 
may stem from the fact that, as of now, there is no (a) unique and interesting content proposed by 
the museums; (b) as well as no clear and transparent way to transfer money, on the contrary, 
some 44% of the respondents were ready to support cultural spaces, however, they did not know 
the correct way to do it. 
 
Conclusions and recommendations 
The results of the conducted pilot survey lead us to a preliminary conclusion that, to ensure the 
viability of newly implemented online format public museums should provide their visitors with 
both well-elaborated and unique content.  

Thus, when developing online exhibitions and excursion, public museums can be 
recommended to partly commercialize their online activities, alongside with providing people 
with clear and simple mechanism of making donations. Such actions may create a ground for 
obtaining the needed financial support for the museums during the pandemic, at the same time 
providing some free services for those unwilling to pay for online visiting. 
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Abstract: 
The work is devoted to the discretionary authority of customers who influence  
the trading results. The article identifies the stages of the hospital procurement process and 
highlights the features of customers participating in the auction. The comparative analysis 
of hospital characteristics with a low and high-quality rating was conducted. The empirical 
study is based on the database, which includes 500,000 contracts with Moscow hospitals  
during 2011-2019.The hypothesis that a customer who provides good quality services must 
ensure the timely delivery of goods and services in public procurement is tested. The 
regression models show that the customer who provides high-quality services has low 
delays when he works with the same suppliers, but both the rebate and competition at 
auction are lower as compared to the customer providing low-quality services. We found 
that the customer's effect is present through competition, savings, and delays. Our findings 
bring up the literature analyzing medical procurement.  
 
Keywords: Public Procurement, Hospital, Medicine, Quality, Auction 
 
Introduction.  
Public procurement is an important element in the performance of the functions of public and 
budgetary organizations. About 20% of Russia's GDP is made up of public procurement where 
medical procurement amounts to 53.8 billion rubles and the volume of which increases 
annually1. In our research, we consider public procurement as the necessary resource that ensures 
the maintenance of state hospitals through the supply of necessary goods and services, and the 
performance of works through which the hospitals provide their services2. In fact, the socio-
economic significance of medical public procurement in Russia is high, and most medical 
organizations are state-owned, which allows a large number of people to receive free medical 
care3. For example, the timely delivery of the required drugs provides  
an opportunity for hospitals to perform medical care.  

Note that the role of the customers is very high in the procurement process.  
The availability of drugs or medical devices in a hospital depends on the correct definition of the 
initial price, the timely placement of purchases, the choice of the appropriate procurement 
procedure, and a reliable supplier who will deliver the necessary goods in time. Many hospitals 
have problems with the organization of the procurement process, where more than 40 % of 
hospitals in the Russian Federation are not able to provide quality medical care4. 

Our research is the intersection of works that are devoted to both the procurement process 
for healthcare procurement, and the organization of the quality of services. Papers evaluating the 
impact of customers on the trading results, show the significant role of experienced customers 

 
1 Budget for citizens. To the Federal law on the Federal budget for 2018. Ministry of Finance of  
the Russian Federation. Moscow, 2017, P. 42. 
 
2  Updated report about the implementation and evaluation of the effectiveness of the state program of the Russian 
Federation «Healthcare development» (2017). Decree of the government of the Russian Federation № 294,  
April 15, 2014. 
 
3 Federal law № 323 «The basics of the public health protection in the Russian Federation». Moscow, 2011. 
 
4 The results of the independent evaluation of the state (municipal) institutions. Federal Treasury of Russia. 
http://bus.gov.ru (accessed January 19, 2020). 
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and their competent ability to select reliable suppliers, conduct negotiations and have the 
execution of contracts on time [O. Bandiera et. al., 2009;  
Decarolis F. et. al.; 2019]. Also, 60 % of the fluctuations in the Russian procurement price within 
a single product happen due to the customer effect [Best M. et. al., 2019], where the size of the 
savings in procurement and their quality vary depending on the selected procurement procedure 
by the customer [Baldia S. et. al., 2017; Bröchner J., 2016]. 

In papers that analyze medical purchases, authors compare public and private 
procurement of medical services, revealing nonoptimal results of the first [Lian P. et. al., 2004; 
Buccioly A. et. al., 2017], where the tighter control leads to the definition of the initial price of 
the smaller size by hospitals [Di Tella et al., 2003]. The accepted organization of procurement 
for medical devices and drugs can either lead to effective procurement or not [Kumar A., 2005]. 
Thus, there are more cost savings in terms of centralization and basic prices than independent 
procurement by hospitals [Baldia S. et. al., 2013; Bellantuoni L., 2020]. While competitive 
procedures have prerequisites for high-quality standardized purchases, electronic auctions 
facilitate the conclusion of effective medical purchases allowing suppliers to execute contracts at 
the market price without loss of quality [Grennan M. et al., 2014; Albano G. et al., 2017]. 

Scientific novelty. In essence, most of the procurement literature focuses mostly on  
the bidding process and less on the quality of public procurement because it is difficult to 
measure the impact of factors on the quality. Besides, few researchers have analyzed the links 
between the procurement process and the quality of services provided by the customer.  
We study the organization of the hospital’s procurement process of considering the discretionary 
authority of customers on the level of competition and savings in bidding and delays in 
deliveries, which affect public procurement and, as a result, the quality of services. 

 At the same time, there are a few published scientific papers dedicated to the study of 
Russian medical public procurement. We bring up the literature which analyzes medical 
procurement [Sorenson, 2011; Grennan, 2014; Buccioly, 2017] by providing empirical results 
for Russian healthcare procurement, comparing the results of the studies from hospitals with  
a low and high-quality rating, also complementing the scientific literature of the health 
economics [Preker A., 2007; Kolosnitsyna M. et al., 2009]. 

Theoretical and practical significance. The obtained results of the study can be used by 
the upper-level hospital staff to make management decisions on procurement and choose 
methods for providing high-quality medical care. Along with that, our findings may be useful for 
the competent authorities to develop legal acts for the participants of the contract system in the 
field of health procurement. The systematic results of the research contribute to improving 
approaches to the analysis of the procurement quality assurance and the effective implementation 
of the contract policy by government agencies. 

Hospitals in the organization of procurement procedures and their rating of quality. 
What does the hospital do to get the required goods and services? As a rule, a customer who 
cares about price and quality tends to buy the best product for himself by structuring  
a convenient procurement process [Asker J. et al., 2010]. Figure 1 shows the stages of the 
customer's procurement process with suppliers in the contract system. 
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Figure 1. Interaction of the hospital customer with suppliers in the contract system 
Source: compiled by the author based on the data of the website zakupki.gov.ru 
 

A Contract Department has been set up among the hospital's departments to prepare the 
main tender documentation, including the determination of the guaranteed maximum price 
(GMP) for procurement. The behavior of each individual customer in the procurement system 
may be different. Note that in the case of incomplete design of the terms of the reference (TOR), 
there may be further problems with finding a suitable supplier. According to the result of the 
auction, the winner is being selected, with whom the contract is being signed. However, there is 
a risk of choosing an unsuccessful procurement procedure or bad contractor of the contract.  

As a result of this assessment, we use an independent rating of evaluating the quality of 
healthcare services which is placed by the Federal Treasury of Russia at http://bus.gov.ru. The 
quality assessment is carried out by an independent expert group based on five criteria: openness, 
comfort, waiting time, friendliness, and satisfaction. Based on an independent quality assessment 
of services, about 20 % of Moscow hospitals provide medical services at an unsatisfactory level. 
Moreover, problems in the execution of contracts of low quality lead to the fact that hospitals 
receive goods or services, leading to risks of harm to the patient’s health and increasing the 
duration of the medical care due to the lack of necessary medical means and carrying repeated 
purchases.  

For our research, we have chosen 338 Moscow hospitals. These customers were divided 
into two groups: 1 - the customers providing high-quality services, 2 - the customers providing 
low-quality services. Moscow hospitals have similar indicators in terms of location, 
organizational structure, capacity, and functioning in the activities of hospital organizations. 

Depending on the type of procurement, hospitals purchase pharmaceuticals from the list 
of vital and necessary medicines. But they also buy medical equipment for diagnosis and 
treatment, as well as related products and services (figures 2 and 3). 
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Figure 2. The total number of concluded contracts by Moscow hospitals for 2011-2019 years 
Source: compiled by the author based on the data of the website zakupki.gov.ru 

 

 
 

Figure 3. Total volume of concluded contracts by Moscow hospitals for 2011-2019 years 
Source: compiled by the author based on the data of the website zakupki.gov.ru 
 

The dynamics of concluded contracts show that the need for medical procurement for 
Moscow hospitals is high every year, where the share of cash expenditures is more than 100 
billion rubles. This trend reflects an increase in the number of patients who need free medical 
care. 

At present, hospitals can use several procedures to purchase the necessary goods and 
services: open competition or limited participation, electronic auction, request for quotations, or 
purchase from a single supplier. Despite this diversity, auctions predominate in  
the procurement of Moscow hospitals. 

 
Method 
The study is based on the author’s database, which contains 481 286 contracts of public 
procurement of 338 hospitals in Moscow during 2011-2019. 

On the one hand, we base on the suppositions of the theory of the Agency [Dixit A., 
2002] assuming that the motivation of the staff is the same in the whole organization and creates 
the same incentives for quality work. On the other hand, we rely on the concept of added value 
and consider the goods and services obtained within the state contracts as necessary resources for 
the medicine service supply. The higher the quality of resources, the higher the quality of the 
medical services is. 

Hypothesis. We are trying to test the following hypothesis: «A customer who provides 
good quality services must ensure the timely delivery of goods and services in public 
procurement». In the medical field, this indicator is especially important because the lack of 
necessary medication or medical equipment strongly affects the ability of doctors to provide 
timely and high-quality medical care. 
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Empirical results and conclusions 
Our main independent variable (customer) is a dummy variable for the customer type, which 
takes a value equal to 1 if the customer has a high rating, 0 otherwise. As dependent variables, 
we selected delays in the execution of the contract in all procedures and rebated with the number 
of bidders in competitive price procedures. All regressions include control variables for contract 
characteristics. 
• The impact of the customer on delivery: 
 
Table 1. OLS models. Delays in deliveries between 2011 and 2019 
 

 
Variables 

Delays 

more than 14 days more than 15% of the 
contract duration 

The customers with a high rating       0.407***      0.380*** 

The same suppliers 0.026 0.027 

The customers with a high rating *  
The same suppliers 

-0.038*    -0.063** 

The customers with a high rating *  
44-law 

    -0.356***      -0.308*** 

The customers independently conduct 
auctions 

0.010     0.029** 

Logarithm of the reserve price 0.010              -0.012 

Number of contracts with the supplier  0.020*       0.036*** 

Drugs 0.020  0.008 

Medical devices            -0.009 -0.008 

Related medical products     0.026**      0.031** 

Number of observations 481 286 

* p<0.1; ** p<0.05; *** p<0.01 

For customers with a high rating, delays are more common than for customers with  
a low rating. Customers with a high rating have fewer delays compared to customers with  
a low rating when working with the same suppliers. However, within the framework of  
the 44-law effect for customers with a high rating is highly reduced, and delays are less frequent, 
which may be due not only to the actions of the customers, but also to the overall policy of 
regulating the healthcare industry, and tightening control over execution. 
• The impact of the customer on the number of participants in competitive procedures: 
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Table 2. OLS models. The number of participants in e-auctions and requests for quotations 
 

Variables 
Number of bidders 

fullselect Law 94 Law 44 

The customer with a high rating 0.009    0.095***      -0.031 

E-auction   -0.103***  -0.176***      -0.091** 

The customer independently 
conducts auctions 

  0.042**      -0.065*  0.103*** 

Drugs -0.050**  0.135*** -0.180*** 

Medical devices  -0.098***     -0.045** -0.105*** 

Related medical products  -0.154*** -0.082*** -0.201*** 

Number of observations 405 805 106 067 299 738 

* p<0.1; ** p<0.05; *** p<0.01 

 

The customers can also influence the bidding process. We do not look at specific practices of 
restricting competition but directly analyze the impact of the customers on  
the number of participants and price reduction. The number of participants in the auction and 
requests for quotations depends on the conditions that the customer fixes in the TOR. 

The customers with a high rating have lower competition at the auction. The customer 
effect was present only within the framework of the 94-law and was positive. It means that 
hospitals with a high rating attracted more bids than hospitals with a low rating. However, 
according to Table 2, it also had more delays. Within the framework of the 44-law  
the dependence changes – the coefficient becomes negative but insignificant. It can be explained 
by the fact that several purchases are carried out by the authorized body, which also affects the 
number of participants in the auction.  

Next, we see if there is a pronounced effect on the discount during the bidding process.    
• The impact of the customer on rebate in competitive procedures: 
The rebate is calculated using the formula: rebate = 1 − (price/maxPrice), where rebate – contract 
discount received as a result of bidding; price – final contract price; maxPrice – initial maximum 
contract price. 

 
Table 3. OLS models. Rebate in e-auctions and requests for quotations 

 

Variables  Rebate  

fullselect Law 94 Law 44 

The customers with a high rating         -0.028 0.000 -0.001 

E-auction  0.107***       0.170*** -0.041 

The customers independently 
conduct auctions 

         0.038*      -0.157***        0.128*** 

Drugs         -0.019 0.032     -0.078*** 
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Medical devices  -0.123***      -0.113***     -0.105*** 

Related medical products  -0.201***      -0.113***     -0.228*** 

Number of observations 405 805 106 067 299 738 

* p<0.1; ** p<0.05; *** p<0.01 

As we noted above, this effect is mediated, and the coefficient for hospitals with high 
rating delays is insignificant. Independent bidding has a significant impact on the result and  
the effect is very different during the period of different laws: within the framework of Law-94 
the rebate is reduced and within Law-44 it is growing. The customer effect is present, but it is the 
same for both types of customers. 

Empirically assessing the impact of customers with a high and low quality of services on 
the results of auctions, we get that our results of comparing the organization of public 
procurement by hospitals are unambiguous. It is noted that in different periods of time customers 
follow different strategies, and are strongly influenced by external factors. As a result, we come 
to the conclusion that the effect of the customer on the bidding process is there.  
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Abstract:  
The relevance of Public Private Partnerships to achieve Sustainable Development Goals 
and the ability to effect on them is among contentious issues. In this paper presents 
UNECE approach to People-first PPP Evaluation Methodology for the SDGs. Possible 
practical measures for implementation of UNECE’s Evaluation Methodology in Russia are 
considered. 
 
Keywords: Sustainable Development Goals, People-first Public-Private Partnerships, Impact 
Assessment, Tools and Methodology, UNECE 
 
Introduction 
The UN Sustainable Development Goals (SDGs) are a set of universal targets based on global 
public (economic, social, environmental) goods and human rights, the implementation of which 
is carried out through a wide range of means, including in partnership between subjects of 
international law and private entrepreneurial structures. Public-private partnership (PPP) is 
recognized as one of such means of achieving the SDGs (UN GA Resolution A/RES/70/1). 
International organizations within the United Nations system promote PPPs as means of 
achieving SDGs at international and national levels and different forms. While the value for 
money concept remains important, the modern challenge is to implement PPPs according to a 
broader set of holistic criteria and undertake projects that create “Value for People” and “Value 
for Planet”. Form of PPPs that “fit for purpose” for achieving SDGs had been development by 
UNECE. In the light of the UNECE’s new vision the “People-First PPPs” are one that fosters 
access to essential public services for all, with sustainable development outcomes as its objective 
and putting people first at the core. The next step of the UNECE in the sequential chain of 
actions to promote PPP for the benefit of people was the development of the People-first PPPs 
Evaluation Methodology for the SDGs (Methodology). Of research interest are the key 
components of the Methodology as well as possible practical measures for its implementation in 
Russia. 
 
People-first Public-Private Partnerships Evaluation Methodology for the Sustainable 
Development Goals: core components of UNECE’s approach  
The objectives of the Methodology are twofold. At one hand, it is new tool to evaluate the 
impact of PPPs in the social, economic, environmental fields related to SDGs. At other hand, a 
target consists using the Methodology to foster improvements in the People-first PPP projects 
themselves.  
Under the concept of PPPs as means of achieving SDGs, the People-First PPP Projects should 
lead to the following outcomes: 
1. Access and equity;  
2. Economic effectiveness and fiscal sustainability;  
3. Environmental sustainability and resilience;  
4. Replicability; and  
5. Stakeholder engagement. 
Clearly, not all PPP projects will in line with the Methodology criteria. But PPP project 
participants can adjust their projects accordingly. And this methodology can illuminate a path to 
move projects towards People-first solutions and outcomes. 
The Evaluation Methodology consists of three components:  
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- the benchmarks and evaluation criteria that demonstrate achievement in each of the five 
People-first PPP outcomes; 
- a weighting and ranking of these outcomes along with other issues pertinent to scoring;  
- a scoring system that can provide various stakeholders with the evaluations needed to 
revise and adjust their project designs and operations to make them more compliant with the 
People-first outcomes and the SDGs.  
 A total of more than 20 Benchmarks and nearly a 100 of Evaluation criteria were developed for 
the above five outcomes a ‘People-first’ PPPs. 
The Table 1 shows a benchmarks and evaluation criteria chosen especially for this research. 
 
Table 1. Examples of Benchmarks and Evaluation Criteria for the People-First PPPs Outcomes 
 

1. Access and Equity  
Benchmarks  Evaluation criteria 

 
Provision of basic quality services to 
previously unserved groups 

Number of people with new access to a basic service 
as a direct or indirect result of the project, who 
previously had no access to this service 

2. Economic Effectiveness and Fiscal Sustainability  
Anticorruption measures and open and 
transparent procurement 

The UNECE Standard on a Zero Tolerance 
Approach to Corruption in PPP Procurement had 
been complied 

Quality employment and economic 
opportunities for all. 

Number of direct and indirect sustainable jobs 
created that meet the requirements with the ILO 
Decent Work Indicators; number of programs of a 
competency upgrade in the local market and training 
plans proposed by private partners to allow local 
people to successfully apply to such positions 

3.  Environmental sustainability and resilience  
Atmospheric environmental 
sustainability 

Percentage of CO2 emissions reduction compared to 
global norms; Percentage improved Energy 
Performance Index of buildings in the PPP project 

Water Environmental Sustainability Percentage of wastewater treated compared to the 
total wastewater generated by the PPP project 

4. Replicability 
Enhancement of governance and 
institutions 

Incorporation new sectoral standards adopted or 
enhanced based on transfer of knowledge and 
adaptation of best international practices to the local 
context as a result of the PPP project that would lead 
to replicability of the PPP projects at lower financial, 
social, environmental costs 

5. Stakeholder engagement 
Stakeholder engagement and 
participation in project decision-
making 

Number of stakeholder meetings held on an regular 
basis during the whole lifecycle of the PPP project 

Transparent, understandable and 
quality information about the project 
 

Accessibility of relevant information about the PPP 
project readily accessible to all stakeholders in a 
transparent way 

Putting social, cultural, economic and 
environmental benefits back to the 
community 

Emergency support to local communities to mitigate 
the huge impact of COVID-19 
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Equal weighting is the default setting with 100 points being allocated to each outcome for a total 
score of 500 points. The methodology will be implemented through two stages: self-assessment 
and certification. 
 
Possible practical measures for implementation of UNECE’s Evaluation Methodology in 
Russia 
The implementation of the People-first PPP Evaluation Methodology for the SDGs in Russia will 
require carrying out a series of legal and institutional measures: 
- ensuring coherence between PPPs and SDGs; the formalization of this link into Russian 
PPP legislation and national development plans; 
- the identification of projects, which could to claim the status of a “People-First PPPs” and 
meet the requirements of this model PPPs; the keeping of the registry; 
- meeting the requirements of the Methodology;  
- drafting a partners’ statements about their intention to generate positive social, 
environmental impacts for SDGs achieving from the People-first PPP project;  
- determination of the bodies responsible for the certifications and interworking with 
international bodies;  
- coverage of the activities on People-First Public-Private Partnerships impact assessment etc.  
 
Conclusion  
There is every indication that the process of People-first PPP impact assessment been put on a 
sound methodology footing. The kind of result, of course, is largely due to the UNECE activity. 
The next step should be the drafting and practical implementing an action plan by Governments 
and participants of PPP projects considering the proposed measures. 
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Abstract: 
In the current Slovak society the problem of corruption is deepening and can be 
characterized as systemic corruption. According to the existing research, corruption is one 
- but may be not the most critical - problem of the Slovak public procurement system. 
From the suppliers' point of view, the most important critical public procurement factor is 
“lack of ethics and morality on the part of contracting authorities” than the “excessive 
bureaucracy”, and the third most important factor determining the effectiveness of PP in 
Slovakia, from the suppliers' point of view, is corruption. According to our recent data, 
majority of suppliers perceive more than 50% of tenders as manipulated. The state actions 
to control corruption in the Slovak public procurement are fully ineffective and because of 
this we highlight alternative – activities of non-profit sector related to education about 
problem of corruption and also the direct fight against corruption. 
 
Keywords: Corruption, Public Procurement, Slovakia, NGOs 
 
Introduction 
Increasing the efficiency of public procurement, through which countries spend 10-20% of their 
GDP, is one of the key factors in the functioning of the public finance system, but also important 
social issue. According to experts and the general public, public procurement has many 
weaknesses in most less developed countries and these countries waste already limited public 
sector resources. 

The core problems in the Slovak public procurement systems are well described by 
existing studies. In the most comprehensive one, Grega (2018) identified and analysed the main 
factors determining the efficiency of PP in Slovakia through his own primary and secondary 
research. His questionnaire survey among contracting authorities and suppliers in PP in Slovakia 
bit surprisingly shows that it is not corruption or lack of ethics, but an excessive bureaucracy in 
PP in Slovakia is perceived as the most important factor determining its efficiency, according to 
the contracting authorities.  The second most important factor was the "frequent change of 
legislation" whilst "insufficient ethics and morality“ was ranked third by this group of 
respondents. Corruption (directly) is the fourth most important factor from the point of view of 
contracting authorities whilst the lack of competitiveness (few suppliers involved in PP) was the 
fifth most important factor for them. From the suppliers' point of view, the most important factor 
is “insufficient ethics and morality”. The suppliers placed the 'excessive bureaucracy” factor 
close behind in second place. The third most important factor determining the effectiveness of 
PP in Slovakia, from the suppliers' point of view, is corruption.  

To be able to understand, how critical ineffective public procurement system for any 
country is, illustrative figures can be provided. If public procurement accounts for 15% of GDP, 
than inefficiency on the level of 20% causes waste of 3% of GDP. In Slovakia, as example, the 
public health expenditures are today slightly below 6% of GDP, and not in capacity to cover 
needs connected with the principle of the “universal access to high quality health services to all” 
as promised by the Constitution. Improved public procurement can provide sufficient amount of 
resources to close this gap (supposing that additional resources are used in effective and efficient 
way).   

The Slovak state is “formally” fighting corruption – including corruption in public 
procurement – during its entire existence. However, the results are rather limited. As several 
authors argue, this situation is very much connected to the historical legacy from the previous 
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regime: the tolerance to corruption is very high (see for example Orviska and Hudson, 2003 or 
Hunady, 2017). However, the fact that the risks connected with corruption are very low 
(Mikusova Merickova et al, 2017) is not any historical legacy, but a critical failure of the current 
system.  

The fact that Slovakia (and its neighbors) doe s not progress for the indicators “control of 
corruption” – or its progress is too slow, can be connected to the expression “systemic 
corruption”, which is more and more frequently used by authors form the region (Langr, 2018). 
Governments, which speak against corruption, but in reality build the system of systemic 
corruption, cannot achieve real results of their “so called” anticorruption activities. The question 
is generated: To what extend the non-profit sector might help?  

 
Corruption in the Slovak environment 
The legal definition of corruption for Slovakia is found in the Criminal Code. By law, corruption 
is defined through its forms, whereby the criminal offense of corruption consists of accepting a 
bribe, bribery, indirect corruption and electoral corruption. Corruption represents deviant action, 
"which is not in accordance with the standards set for holding public office because of the 
preference for private benefit (relating to individual persons, families and kindred groups, 
political or other organizations) in the form of financial (material) position or profit "(Soltes and 
Voros, 2015, p. 2). Staronova and Sicakova-Beblava (2009) define corruption as a breach of 
ethical standards in order to give priority to one’s own interests above the public interest. 

In the current Slovak society the problem of corruption is deepening and can be 
characterized as systemic corruption (Langr, 2020). According to the existing research, there are 
several origins of persistent problems of corruption in Slovakia as follows: 
A - formal rules:  
There are no clearly defined management and decision-making processes in public 

administration (in most cases, no standard procedures exist). 
Current legislation and law enforcement leads to the fact that the risk of bearing the 

consequences of corrupt behaviour is less or negligible compared to the profits of such 
behaviour; influenced by the effectiveness of control mechanisms. 

The risks of being involved in corruption is low compared to possible benefits. 
B - informal rules:  
The absence of a code of ethics for every employee in public authorities (there are only special 

provisions for civic service employees). 
A high tolerance of abuse of power and lack of transparency shown by members of the public.  
 
Corruption in Slovak public procurement 
To map the level of corruption in public procurement in Slovakia directly, we organized our own 
primary research in 2020. The mail has been send to more than 5000 suppliers and more than 
2000 public organisations, purchasers to invite them to fill our on-line questionnaire. The 
questionnaire included many questions investigating functionalities of the Slovak public 
procurement system, including the request to estimate the percentage of manipulated tenders 
during recent years. The response rate was not very high, as expectable, but with more than 600 
responses, the sample seems to be representative. 

The findings from this representative questionnaire survey realized in Slovakia document 
the problem of systemic corruption in the Slovak public procurement system perfectly. We 
received responses both from procurers and suppliers, they responses differ a bit, but not too 
much - Tables 1 and 2. 

Majority of suppliers has the opinion that most tenders in Slovakia are manipulated and 
they provided different reason of such situation. Some of these reasons are illegal, but may (but 
must not) be efficient – like the will to “work” with suppliers, who delivered expected quality 
and price in past (21%). However, the higher number of responses was of negative character – 
the most frequent response was “the existence of informal relations to the preferred supplier” 
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(26%). The second very frequent response (by suppliers!)  was “Procurement officials receive 
direct orders whom to select from their bosses” (18%). Procurers (as expectable) were bit less 
critical and for them the most important reason for manipulation of tenders was that they prefer 
to work with already known and reliable supplier. 

 
Table 1. Estimate of the % of manipulated tenders 2018-2019 (suppliers) 

 
 

 Source: authors 
 
Table 2. Estimate of the % of manipulated tenders 2018-2019 (procurers) 

 

Source: authors 
 
The information received from this recent and representative survey definitively documents that 
public procurement in Slovakia is corrupted. How to solve this long term persisting problem? 

How to respond to systemic corruption in public procurement? 
The capacity of the Slovak state today to limit systemic corruption in public procurement is very 
limited - frequent changes in public procurement legislation and the quality of their enforcement 
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do not help (Nemec et al, 2020). One purpose for this is well documented tolerance to corruption 
in Slovakia (Orviska and Hudson, 2003 or Hunady, 2017). Another problem is low risk 
(Staroňová and Sičáková-Beblavá, 2009) - the number of investigated and sanctioned cases is 
minimal. 
This paper argues that public awareness related to corruption should be created, especially via 
the use of capacities of the non-profit (civic) sector. One example of such efforts are activities of 
the civic association Against Corruption - this NGO has implemented its activities to involve 
members of the public in fighting corruption in order to increase the transparency in the 
management of public funds and the effectiveness of the control mechanisms in public 
administration. The association’s activities are concentrated on two key areas:  
1) educational activities in a wider range (anti-corruption festival, literary competition for 
secondary school pupils on the theme "Life without Corruption"); and  

2) address specific corruption cases on the basis of complaints from members of the public. 

The civic association in the terms of democracy fulfils a democratic way of management, e.g. the 
educational activities described above are planned and coordinated by mutual discussion of all 
the members of the association who are also their implementers. Resolving specific corruption 
cases are not scheduled, but implemented by members of the association on the basis of 
suggestions from members of the public ("bottom-to-the top"). 

The nature of the target group of the association’s activities is as follows:  

 The public in general (increase the sensitivity limit to corruption – by education). 

 Members of the public with personal experience of corrupt behavior (detection of 
corruption cases and their solution). 

 Public institutions (control of the management of public resources, pressure on the 
transparency of how they are used, monitor their progress in addressing specific 
corruption cases).   

Social and political impacts of the association's activities are visible. The NGO organizes for 
example anti-corruption festival and literary competition for secondary school pupils on the 
theme "Life without Corruption" (second annual festival involved more than 500 visitors). It also 
address specific corruption cases on the basis of complaints from members of the public. Eleven 
specific corruption cases based on complaints from citizens were successfully resolved within 
the activities of the association in recent years.  
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Abstract: 
This paper, based on a large-scale online survey of suppliers conducted in 2020 in Russia 
and Kazakhstan, investigates various conflict resolution strategies in public procurement. 
The specific feature of this sphere is the presence of the state as the dominant party in the 
contractual relationship, and the resulting differences in assessing the chances of 
protecting one’s interests in court, as well as the effectiveness of judicial conflict resolution 
mechanisms. The survey results showed that the majority of suppliers in Russia and 
Kazakhstan prefer to resolve conflicts in public procurement using an out-of-court 
negotiation with procurers, while only 22% of respondents resort to judicial proceedings. 
At the same time, Russian suppliers who trust procurers are less likely to complain about 
them at the supplier selection stage and less often use negotiations and appeals to the court 
as ways of conflict resolution practices at the stage of contract execution. In Kazakhstan 
suppliers who trust their procurers only go to courts less often. The paper will provide a 
possible explanation for the revealed patterns in the behavior of suppliers. 

Keywords: Public Procurement, Conflict Resolution; Negotiations, Suppliers, Procurer 
 
Introduction 
Public procurement today is a vital component of developed and developing economies, 
accounting for an average 15-20% of GDP in costs (Thai, 2001; Lewis and Bajari, 2011; 
OECD, 2015), and in some developing countries such as Angola and Eritrea, reaching 26% and 
33% (Djankov et al., 2016). OECD countries spend about 13% of their GDP on public 
procurement, which on average makes up 29% of their total public expenditure (OECD, 2015). 
In Russia, the total value of procurement made in 2019, including procurement by particular 
types of legal entities, amounted to 31.6 trillion rubles or 29% of GDP at current prices (ACRF, 
2020), in Kazahstan 13% of GDP (OECD, 2019). 

The issue of public procurement efficiency is becoming an important reform priority in 
many countries, especially where there is a restricted budget. At the same time, similar to other 
state regulation tools, the extended use of public procurement creates conditions for 
manifestations of all sorts of unfair practices by the participants and leads to conflicts between 
them. Thus, the number of conflicts in public procurement registered in Russia in recent years 
has continued to grow. Official statistics of the Justice Department show that the number of 
public procurement- related conflicts has more than doubled during the last several years – from 
8,000 in 2015 to 18,000 in 2018. 

Conflicts between participants in public procurement can arise at the stage of 
preparation, bid evaluation, contract award, or in the post-contracting period. Complaints filed 
to the Russian Antimonopoly Service, seek to eliminate violations in the process of selecting 
suppliers or drawing up initial procurement documents (selection criteria, technical 
documentation, etc.). If a conflict breaks out after the conclusion of a contract, the suppliers can 
apply to the court or resolve the conflict without going to court using the mechanism of 
negotiations with the procurers. 

Previous studies revealed that Russian companies do not refuse the possibility of going 
to court but prefer out-of-court conflict resolution methods (Hendley, Murrell and Ryterman, 
2000; Dolgopyatova et al., 2004; Yakovlev, 2008). However, although there are studies 
identifying conflict and dispute resolution practices in contractual relations in various industrial 
sectors (see, e.g., Bigsten et al, 2000; Chong and Mohamad Zin, 2012; Lee et al., 2016), it was 
not possible to find any research on conflict resolution practices in public procurement or 
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empirical proof of any relation between the types of suppliers’ behavior patterns and their 
behavior strategies in conflict situations. 

A specific feature of public procurement is that one of the parties involved in the 
contractual relations is the state, with a different set of vested rights and obligations (clause 8 
Art. 3 of the Law on the Contract System). Previous studies have highlighted considerable 
differences in the estimates of the chances of having one’s rights protected in court if the 
respondent is a public authority rather than a private organization (Frye, 2002; Dolgopyatova et 
al., 2004), which casts a long shadow on the efficiency of the judicial conflict resolution 
mechanism. From the perspective of the institutional theory, the absence of efficient conflict 
resolution mechanisms leads to insufficient protection of ownership rights (Tambovtsev, 2006), 
and therefore, is capable of reducing motivation for participation in public procurement. 
 
Survey Data and Methodology 
This study is based on the findings of a large-scale survey of suppliers in Russia and 
Kazakhstan conducted in 2017. The respondents were asked to assess how many times per year, 
on average, their companies had to apply to the court and conduct negotiations with procurers 
after the conclusion of a contract in 2014-2015. 

In order to explain different conflict resolution mechanisms (complainеs at the supplier 
selection stage, courts, negotiations), the probit-models in which the dependent variable was the 
fact of (1) complainеs at the supplier selection stage, (2) court appeals and (3) negotiations with 
procurers in the post-contracting period. The main explanatory variables in our models were the 
level of trust in customers in public procurement (from 1 to 7), the importance for the supplier 
of combating corruption as the main goal of regulating public procurement. We also included 
the main characteristics of the supplier's organization (the size, the average annual amount of 
public contracts, the total number of customers and the share of public contracts in the total 
revenue in 2018-2019) and the level of job satisfaction (1 - not at all satisfied until 7 - 
completely satisfied). Control variables used in all models were the number of employees, 
industry, federal district, gender, age, position, time to fill out the questionnaire (before the 
introduction of the self-isolation regime due to the COVID-19 pandemic or after). 
 
Results 
The survey results showed that the majority of suppliers in Russia and Kazakhstan (61% and 
55%) prefer to resolve conflicts in public procurement using an out-of-court negotiation with 
procurers, while only 22% of respondents resort to judicial proceedings. The survey results 
showed that Russian suppliers generally rated all mechanisms as more effective than Kazakh 
suppliers. In addition, the survey results showed that the dominant strategy in public 
procurement in Russia is a "negotiation" strategy (57% of suppliers), when suppliers prefer to 
resolve emerging conflicts exclusively through negotiations with a procurer, while suppliers in 
Kazakhstan rather prefer a "conflict-free" strategy (44 % of suppliers). At the same time, about 
one-fifth of suppliers in Russia and Kazakhstan belong to a “hybrid” strategy and use both 
judicial (going to court) and out-of- court (negotiations with the procurer) mechanism for 
resolving conflicts. And only 1-2% of the respondents noted that they prefer to settle all arising 
disputes exclusively by the judicial system. 

The paper also revealed that the majority of suppliers in Russia and Kazakhstan (61% 
and 55%) indicated the possibility of settling a dispute without the judicial system as the main 
reason for not going to court to resolve conflicts. But if in Russian this reason is followed by the 
duration of the dispute resolution in court, then for Kazakh suppliers a more important reason is 
the lack of confidence in the execution of a court decision if it was made in their favor (54%). 
Thus, the received responses from the suppliers indicate the ineffectiveness of the established 
practice of judicial settlement of conflicts in both countries and explain the low percentage of 
respondents choosing a “litigation” strategy of conflict resolution 

Econometric analysis showed that Russian suppliers who trust procurers are less likely 



 

366 
 

to complain about them at the supplier selection stage and less often use negotiations and 
appeals to the court as ways of conflict resolution practices at the stage of contract execution. In 
Kazakhstan suppliers who trust their procurers only go to courts less often. 

A lack of empirical studies of conflict resolution strategies is a problem facing most 
transitional economies, including Russia. Therefore, understanding the strategies of regulating 
conflicts in the specific sphere of public procurement, where the state is one of the parties to 
contractual relations in a poor institutional environment, can be useful for improving the 
measures of raising efficiency within public procurement systems in other developing countries. 
At the same time, suppliers who recognize the importance of fighting corruption in public 
procurement in Kazakhstan are more likely to complain about procurers, but less often use formal 
court procedures at the stage of contract execution. The results indicate the presence of potential 
corruption of procurers and the judicial system in Kazakhstan. 
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Abstract: 
Consumption of alcohol has been a major concern for public health due to its adverse 
effects on society. Apart from minimum age restrictions, spatial and temporal bans of retail 
sales of alcohol beverages, as well as prohibition of nighttime off-premise sales have proven 
to be effective deterrents of excessive alcohol use. Since 2006 Russian authorities have been 
adopting a set of legislative innovations with a goal to reduce alcohol’s effects on public 
health. And while existing research documents overall effectiveness of such measures, there 
are no estimates for Russia which would account for regional heterogeneity of the law 
innovations. Objectives: The primary objective of this study is to describe regional 
heterogeneity of Russian anti-alcohol policies and their effects on public health through 
measures of mortality from alcohol poisoning for the period from 2006 to 2020. Methods: 
Narrative review and statistical analysis. We take information on alcohol policy from their 
legislative sources. Operative monthly data on deaths from accidental alcohol poisonings 
and consumer alcohol prices come from Russian State Statistics Service (Rosstat). We 
estimate a set of linear models on the panel with a history of legislation changes in Russian 
regions accounting for seasonality and region-specific effects, including legislation 
heterogeneity. Results: We find that federal restrictions of nighttime sales of spirits coming 
into force has been associated with significant decrease of mortality from accidental alcohol 
poisoning by 24.5 per 100 thousand population on average compared to pre-legislation 
period, and in case of the ban of all types of alcoholic beverages the effect has ben of a 
greater magnitude of 27.6. Short-term price fluctuations have had no effect on the outcome 
variable. We also find no evidence that regions which have had systematically more strict 
nighttime sales restrictions than what the federal law requires show lower mortality rates. 
 
Keywords: Alcohol Policy, Alcohol Poisoning, Harm Reduction, Alcohol Availability, Alcohol-
related deaths 
 
Introduction 
Many countries have implemented alcohol policies to reduce the public health burden of alcohol-
related morbidity and mortality, and research has consistently shown that these policies have 
beneficial effects. The effect of a price change on alcohol consumption has been more 
extensively investigated than any other potential alcohol control measures. Alcohol possesses a 
relatively low price elasticity and, thus, the alcoholic beverages is less responsive to changes in 
price (Wagenaar et al., 2009). It means that changes in taxes may have little or no effect on 
alcohol consumption and related problems. The elasticity on alcoholic beverages is short-term,  
and it varies across beverages (Gallet, 2007). A time restriction on alcohol sales was shown as an 
efficient measure that decreases hospital admission (Marcus et al., 2015). Cancellation of 
restrictions lead to an increase in alcohol consumption (Norström et al., 2005) and road accidents 
(McMillan et al., 2006).  

Most of the recent papers devoted to the effectiveness of anti-alcohol policies in Russia 
consider the suite of alcohol control policies that were imposed in 2005 and 2006.  Such as the 
cost of license, which was essential to produce, distribute, and sell alcohol, has represented a 
substantial increase over prior licensing costs; the purchase of recording equipment regulated by 
law to measure the amount of ethyl alcohol used and produced has become mandatory;  
authorized capital has been substantially increased for producers and distributors; new excise 
stamps have been adopted;  and so on.  Neufeld and  Rehm (2013) claimed that the 2006 Russian 



 

368 
 

alcohol policy may be responsible for the decrease of  alcohol consumption and alcohol-related 
mortality during the 2006-2010. Employing interrupted time series techniques, Pridemore and 
colleagues (2013) found the policy was associated with a decrease of accidental poisoning by 
alcohol,  morbidity and mortality from cirrhosis of the liver, ischemic heart diseases, stroke, 
transport accidents, and suicide mortality.  

In recent years, works have appeared that contain assessments of the effectiveness of late-
night off-premise alcohol sales restrictions in Russian regions. Most authors report on the 
effectiveness of this measure. Kolosnitsyna and colleagues (2017), as well as Skorobogatov 
(2014),  found positive effects of  time bans on alcohol sales and alcohol consumption. Later 
research of Kolosnitsyna and colleagues (2018) also showed that the alcohol policy restricted 
late-night  alcohol sales resulted in a decline in crime rates in Russian regions. 

 
Methods 
The sequence of changes in the federal anti-alcohol legislation has been described in sufficient 
detail by (Neufeld & Rehm, 2018). In our analysis, we distinguish three stages of Russian anti-
alcohol policy in accordance with the entry into force of those restrictive measures dictated by 
federal legislation that relate to the sale of alcohol to the final consumer at night. 
 
Table 1. Timeline of interest of Russian anti-alcohol legislation 

Stag

e 
Time 

Description 

I 
January 1, 2006 - July 21, 2011 

(66 months) 

Regional authorities are given the opportunity to 
restrict the sale of alcoholic beverages with an ethanol 
content of more than 15% of the volume at night. 
Regions are free to set the start and end times for the 
restrictions. 

II 

July 22, 2011 - December 31, 

2012 

(17 months) 

A federal restriction on the sale of alcohol with an 
ethanol content of more than 15% has been introduced 
from 23 to 8 hours. Regional authorities have the right 
to leave this restriction "as is" or establish stricter time 
limits. 

III January 1, 2013 - up to now All low alcohol drinks are now also banned from 
selling at night. 

 

We undertake a narrative review on regional alcohol-related policies in Russia, 
documenting changes regarding nighttime sales of alcohol to final consumers for off-premise 
consumption, as well as time frames of such policies, and types of alcoholic drinks affected. 

We use this archive to empirically evaluate the effectiveness of public health policies in 
retrospect, using a set of linear within-estimators. The outcome variable is alcohol-related death 
rate, measured as number deaths from accidental ethanol poisoning per 100 thousand population. 
The numbers are reported by regions on a monthly basis and are provided by the Rosstat agency. 
The model is specified as follows: 
 
𝑁𝑢𝑚. 𝑜𝑓𝑝𝑜𝑖𝑠𝑜𝑛𝑖𝑛𝑔𝑠 , = 𝛽 𝑅𝑒𝑔. 𝑟𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑜𝑛𝑠 , + 𝛽 𝐹𝑒𝑑. 𝑟𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑜𝑛𝑠 + 𝛽 𝑋 , + 𝛾 + 𝛿 + 𝜀 ,   (1) 

We account for a number of regional alcohol legislation characteristics through a set of 
dummy variables: (a) time when stores stop selling alcohol in the evening, (b) time when stores 
are allowed to start alcohol sales in the morning, as well as two dummies to account for  the state 
of the federal law (it corresponds to three ‘stages’ as in the table 1). 
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To control for short-term price fluctuations, we include regional alcohol price level changes for 
current months. Regional fixed effects and time-varying dummies allow us to account for 
different patterns of seasonality, as well as region-specific characteristics. 
The analysis excludes Chechen Republic, Karachay-Cherkessia, Kabardino-Balkarian Republic, 
and the Republic of Dagestan where alcohol sales per capita were close to zero . 
 
Results 
Federal ban on nighttime sales of spirits has been associated with a decrease in mortality from 
ethanol poisonings by 24.5 per month with a short-term effect – during the first three after-
legislation years the association between the spirits nighttime sales ban coming into force and the 
indicator of interest was, on average, -21. 
Additional expansion of the nighttime sales ban on all types of alcohol contributed as a reduction 
of death rate by, on average, additional 5.5. 
 
Conclusions 
Federal anti-alcohol legislation happened to be an effective measure to lower deaths from 
alcohol poisonings in all Russian regions. However, regions like Sakhalin Oblast, Saint 
Petersburg city, Nenets Autonomous Okrug, Novosibirsk Region benefitted more, probably, as a 
result of earlier legislation of nighttime sales bans by local authorities. 
Regional law heterogeneity has shown some patterns of efficacy in terms of opening and closing 
hours. The greatest significant effect of the earlier alcohol sales ban are captured in regions that 
adopted nighttime sales ban hours earlier than 11 pm, which is proposed by federal law. 
Additionally, there is no evidence that prolonging hours of alcohol unavailability in the morning 
could be beneficial for the regions. 
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Corporate Voluntary Health Insurance Before & During Covid-19 
 

Tatyana Sklyar, Graduate School of Management, SPbU, Russia (sklyar@gsom.pu.ru),  Oksana 
Marycheva, RANEPA, Russia 
 
Abstract: 
This paper investigates the past and current situation on the market of corporate voluntary 
health insurance (VHI) of St. Petersburg. An analysis of the attitude of employees to 
corporate VHI in St. Petersburg is conducted. The main problems that insured employees 
face when interacting with medical organizations and insurance companies are determined. 
Furthermore, the current situation during Covid-19 pandemic is analyzed. Based on the 
research results, recommendations are provided. 
 
Keywords: Health Care, Voluntary Insurance, Stakeholders 
 
Introduction 
Voluntary health insurance is provided in two forms: the private (individual) and the corporate 
(collective). 

Corporate insurance is a priority for the market of VHI both in the Russian Federation in 
general and in St. Petersburg. According to the data of the Central Bank of the Russian 
Federation in St. Petersburg about 600000-700000 people have VHI insurance, 90% of them are 
insured under collective VHI and only 10% - under individual VHI. 

This type of insurance is issued by a legal entity for its employees. Contract terms are 
determined by the VHI regulations established in insurance companies.  An insurance scheme is 
developed for a group of physical entities, the payment of insurance premium is implemented at 
the expense of an employer. 

Corporate insurance provides companies with a competitive advantage on the labour market 
due to attracting and retaining qualified personnel, motivation of the staff and reduction of a 
period of their sick leaves by means of getting quality health care. Health care insurers also gain 
advantages when signing corporate contracts due to reduction of the risk of adverse selection, a 
decrease of transaction costs via issuing a collective contract and gaining a larger profit than 
when signing individual contracts. 

According to the data of the Central Bank in 2019 VHI became a new driver of the 
insurance market. The level of premiums increased by 19%, up to 180,8 billion rub.  Insurers 
signed 17,1 million rub. new VHI contracts, that is by 38,5% more than in 2018. The increase in 
demand for VHI was caused by a change of a product range. Insurers started offering cheaper 
schemes with a limited number of health care services more often. Small and medium-sized 
enterprises obtained an opportunity to purchase these schemes for their employees
.1 

However, St. Petersburg-based insurers mention that some negative trends are developing. 
The increase of a loss of VHI corporate segment is associated, in terms of supply, with the 
growth of costs of medical services due to the VAT increase and costs of medical equipment. In 
terms of demand there is a decrease of insuree budget for VHI, introduction of models of co-
financing of medical insurances from employees and reduction of VHI service packages.  

The report arises the research question: which are the factors of development of corporate 
VHI in St. Petersburg? In order to answer this question a situation on VHI market is analyzed 
before and during the COVID-19 epidemy, positions of insures and insurees are identified. 
 
 

 
1 According to the data of the Central Bank of the Russian Federation, 2019 http://www.cbr.ru/press/event/?id=6430 
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Positions of insurers in the system of corporate voluntary health care insurance  
The results of an in-depth interview with a representative of SOGAZ company and the analysis 
of secondary information show that there is tough competition on the market of VHI, smaller 
insurance companies are taken over by the larger ones. Due to reduction of a budget allocated to 
the social package, which includes VHI, employees are transferred from a higher insurance 
category to the lower one. All this leads to decreasing profits of insurers. 

On the market of corporate VHI there is an ongoing trend of reduction of company 
budgets for the social package and, consequently, VHI insurances for employees. Moreover, 
many big insurance companies face the problem of rapid growth of a portfolio, which overtakes 
a growth of an amount of company employees. It is impossible to process a large number of 
applications manually. There is a need of automation within a company or an increase of the 
staff.  

As regards legislative regulation of the market, there is a “gap”, there is no law which 
regulates VHI activiti  

Generally, predictions on decreasing insurance premiums in VHI segments prevail, 
according to the results of 2020. 

The following changes in terms of demand and supply are characteristic during the 
pandemic. 

 Addition of some services with the requirement of COVID testing, leading to the growth 
of insurance benefits while keeping the same frequency of applications. 

 A growth of requests for addition of insurance schemes with a treatment of “critical” 
diseases and telemedical services. 

 A drastic growth of demand for distant counseling of psychologists.  
 Introduction of insurance schemes which include COVID testing. 

Economic development of the region, decreasing accessibility of services under 
compulsory health care insurances, an increase of quality of private health care, an increase of 
the number of private clinics represent the factors which can influence the demand for corporate 
VHI in the long run.  

 
The analysis of the factors, which determine the presence of VHI policy for employees of a 
company  
Within the research there has been conducted the analysis of feedback on corporate VHI from 
employees of St. Petersburg-based organizations in order to identify factors of the demand for 
VHI from organization employees and definition of the main problems in this sphere. 
The analysis of feedback in the portal of Agency of insurance news (АSN) identified the most 
wide-spread problems faced by insurees of corporate VH12

 
2 According to the data of portal of Agency of insurance news  http://www.asn-news.ru/ 
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These are the following:  
 Insurers do not coordinate health care services and doctor prescriptions; 
 Difficulty of communication with an insurer; 
 A long period of expectation of an answer if disputes occur; 
 Bureaucracy; 
 Low quality of a service; 
 The problems with a size, quality and location of clinics available under VHI; 
 A small scope of services provided under VHI; 

There has been also developed a questionary and conducted a pilot survey of employees of St. 
Petersburg State University (SPbU). 25 respondents have answered, including 24% of VHI 
insured. Some results of the survey are given in table 1. 
 
Table 1.The results of survey of SPbU employees 
 
Variables Respondents, 

total: 25 people 

Insured under VHI: 6 

people (24%) 

Not insured under 

VHI: 19 people (76%) 

Gender:    

Female 17 (68%) 4 (66,7%) 13 (68,4%) 

Male 8 (32%) 2 (33,3%) 6 (31,6%) 

Average age (years): 47  52  43 

Marital status:    

Single 11 (44%) 2 (18,2%) 9 (81,8%) 

Married 14 (56%) 4 (28,6%) 10 (71,4%) 

Education:    

Secondary 0 0  0 

Higher 10 (40%) 2 (20%)  8 (80%) 

Academic degree 15 (60%) 4 (26,7%) 11 (73,3%) 

Income level:    

Less than 12 000 rub. 0 0 0 

From 12 000 to 20 000 

rub. 

3 (12%) 0 3 (100%) 

From 30 000 to 50 000 

rub. 

6 (24%) 2 (33,3%) 4 (66,7%) 

More than 50 000 rub. 16 (64%) 4 (25%) 12 (75%) 

Existence of bad 

habits: 
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Yes 6 (24%) 4 (66,7%)  2 (33,3%) 

No 19 (76%) 2 (10,5%) 17 (89,5%) 

Existence of chronical 

diseases: 

   

Yes 9 (36%) 4 (44,4%) 5 (55,6%) 

No 16 (64%) 2 (13%) 14 (87%) 

Evaluation of health 

quality: 

   

Perfect 1 (4%) 0  1 (100%) 

Good 16 (64%) 2 (13%) 14 (87%) 

Medium 8 (32%) 4 (50%) 4 (50%) 

Bad 0 0 0 

A type of a medical 

organization, which is 

visited more 

frequently: 

   

Public  11 (44%) 2 (18,8%)  9 (81,2%) 

Private 14 (56%) 4 (28,6%) 10 (71,4%) 

Awareness:    

Yes 23 (92%) 5 (21,7%) 18 (78,3%) 

No 2 (8%) 1 (50%) 1 (50%) 

A desire to have VHI:    

Yes 17 (68%) 6 (35,3%) 11 (64,7%) 

No 8 (32%) 0 8 (100%) 

Insurer:    

Rosgosstrakh 3 (50%)  

Gaide 3 (50%)   

VHI scheme:  One respondent cannot name a 

scheme (in Rosgosstrakh insurance 
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company),  

 Two respondents have extended 

schemes with a diverse selection of 

clinics (in Rosgosstrakh and Gaide 

insurance companies) 

 Two respondents have chosen a 

classical scheme (in Rosgosstrakh 

and Gaide insurance companies) 

 One respondent has chosen an 

economical scheme (in Gaide 

insurance company) 

The number of visits 

to medical 

organizations under 

VHI beginning from 

its acquisition: 

  

No 1 (16,7%)  

1- 3 times 3 (50%)  

3-6 times 2 (33,3%)  

More than 6 times 0  

Proposals to improve 

VHI: 

To add premium clinics in VHI package  

To enlarge a number of clinics available 

under VHI  

 

Which clinics are not 

in VHI lists?  

The most frequent answer: Medical 

center; mainly, the respondents had 

difficulties answering this question and 

skipped it  

 

Selection of an insurer 

for 2020-2021: 

One respondent refused to prolong VHI 

insurance for 2020-2021, the rest 5 

respondents chose the same insurer  

 

Selection of a VHI 

scheme for 2020-2021: 

One respondent refused to prolong VHI 

insurance for 2020-2021, the rest 5 

respondents chose the same VHI scheme  

 

The reasons of refusal  VHI contract included a narrow  
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of VHI, if once there 

was an insurance 

policy: 

range of dentist services.  

 Many services had to be paid for 

additionally. 

 VHI insurance issued by SPbU is 

too expensive. SPbU compensates 

only a negligible part of it. 

 A narrow range of medical 

organizations available under VHI. 

 The cost of VHI insurance 

increased. 

 A low degree of usefulness of the 

insurance: I failed to get doctor’s 

appointment in case of necessity to 

obtain a rather urgent counseling 

in a reasonable period.  

 The list of provided services and 

medical organizations changed not 

for better. 

 There is no need, rare applying for 

medical aid. 

 Not satisfied with the service 

quality. 

 A very narrow range of clinics 

available under VHI insurance, a 

low level of medical service. 

 
Based on the obtained data for identifying significant facts for the demand for corporate VHI 
there has been build a model of logical regression. 

The analysis of the received coefficients allows drawing the following conclusions. It was 
found out that men are less prone to purchase a corporate medical insurance policy. Moreover, 
the age influences the purchase of a corporate medical insurance under VHI. The older a person 
is, the more a likelihood of buying a corporate VHI is. It is an interesting fact that married people 
are less prone to buy VHI. People with higher education are less prone to buy VHI. This fact is 
because they are less persuaded.  

With an income growth a possibility of purchasing corporate VHI reduces. Presence of 
chronical diseases has a positive effect on bying VHI. People preferences towards a type of 
medical organization also influence bying VHI. Employees who prefer being treated in private 
clinics are more likely to buy corporate VHI. 
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Awareness of providing VHI in the organization is also a significant factor even for such a small 
sampling.  It demonstrates a very important moment. Employees know that SPbU provides VHI 
but they refuse to buy it. One can make the conclusion that the conditions of issuing a policy do 
not meet their requirements. 
 
Recommendations  
Based on the analysis of international experience, primary and secondary information there have 
been formulated the following recommendations for stakeholders. 
 
3.1. For authorities at the regional level. 
Inclusion of representatives of medical insurance organizations of VHI into the processes of 
development of regulatory acts, in particular, programs on development of health care in St. 
Petersburg.  
 
3.2. For insurers 

1. Development of telemedicine. 
2. Personalization of VHI schemes with a help of technologies of in-depth client 

analysis.  
3. Active use of portable technologies such as fitness bracelets, smart watch and 

smartphones, which control physical activity of a user.  
4. Using blockchain, artificial and machine intelligence for account and processing of 

data, evaluation of insurance cases, work with claims and identification of fraud.  
5. Development and use of chat bots, voice assistants.  
6. Using blockchain for unifying information and exchanging precise data between 

insurers, doctors, medical organizations, fiscal bodies and other authorities.  
7. Active involvement of international companies in issuing corporate VHI. 
8. Development of schemes for small business.  

 
3.3. For employers 

9. Inclusion of telemedicine in VHI packages for employees. 
10. Constant monitoring of employee feedback concerning provided VHI schemes.  

 
Conclusion 
The main barriers for VHI development include:  
• reduction of real incomes of the population; 
• increase of costs of medical services; 
• reduction of a budget allocated by companies to the social package, which includes VHI; 
• tough competition on the VHI market;   
• reduction of service packages under VHI; 
• discontent of the system of VHI; 
Based on the analysis of international experience, the situation on the market of VHI, the results 
of the in-depth interview, surveys of employees there have been formulated recommendations, 
which introduction can influence development of the corporate segment of VHI. 
This research is the pilot one, it includes development of the methods of survey of respondents 
and analysis of obtained results. 
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Abstract:  
The paper investigates the best way for the establishment and operation of water 
aerodromes in Greece. Building upon a comparative analysis of the laws adopted in the 
recent years (2013 – 2020), the paper aims to present the role of law in efficiently and 
effectively developing this particular infrastructure project, in particular whether such a 
project could be considered as a (People – First) PPP and the possible ways for its 
implementation under Greek legislation (being an administrative authorization, a 
concession (PPP), a lease agreement, the right to use land, etc), taking into account the 
relevant CJEU case-law. The paper presents case-studies in order to assess whether the 
various legislative provisions have been successful. L. 4663/2020 aims at the revival of 
water aerodromes in Greece and the paper could be of use for the implementation of such a 
project, as well as for improvement of the current legal framework.  
 
Keywords: Concession, People First PPP, Administrative Authorization, Water aerodrome  
 
Introduction 
1.1 (People First) PPPs 
PPPs satisfy the need for balance between economy, efficiency and effectiveness in delivering a 
project (Value for Money) [1]. Nowadays, PPPs are evaluated according to a new set of criteria 
to be perceived as “quality infrastructure investments”. The concept of people-first PPPs is born 
[2]: they focus on improving the quality of life of the communities, by creating local and 
sustainable jobs, by promoting well-being and equality, access to water, energy, transport, and 
education for all; out of all stakeholders, ‘people’ matter the most [3], therefore more people 
should have access to better services at affordable prices.  

1.2 Water aerodromes as a PPP  
Public administration (such as municipal Port Funds), has a legitimate interest to initiate the 
(establishment and) operation of water aerodromes, which contribute substantially to the 
development of local economy and to the welfare of people: to name a few of their multiple 
benefits, increase of tourism and of general commercial traffic, access to (better) transport 
services at affordable prices, facilitation of transport of patients and goods (especially for islands 
and isolated areas of the mainland), contribution in the overall development of the region and 
stimulation of local economy. In addition, an environmentally – friendly infrastructure is 
delivered, generating additional income for municipal funds. Not requiring high construction and 
operating costs, while requiring a small piece of land and water area for their operation, they 
seem the perfect solution for small islands.  

It is estimated that the construction of a regional water aerodrome requires an investment 
of 150,000 - 200,000 €, to be considerably reduced by using existing infrastructure. Greece, 
having a coastline of 16.000 km, 220 inhabited islands and a number of lakes, has the capacity 
for the operation of 100 water aerodromes approx. (50 under process of licensing) and intends to 
develop a network, in order to cover the needs of residents and to enhance tourism. Water 
aerodromes appear to be both a necessity and a fruitful investment.  
 
1.3 The key element of success 
Inherent in the success of such a project is the development of a network of water aerodromes: a 
“concerted” initiative by a number of local authorities seems the most efficient way. In addition, 
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it is crucial to secure the operation of the water aerodrome, that is, to secure the duty, of the 
private party, to perform. 
 
2. Administrative authorization and concession (PPP) in the EU  
Administrative authorizations are administrative acts, issued by the competent authorities, which 
must be obtained by the service providers, in order to be able to exercise a certain economic 
activity [4]. They do not impose, upon the economic operator, a duty to provide the economic 
activity: the economic operator remains free to withdraw from its provision [5].  

In a concession the right to deliver and operate a particular work / service is transferred 
by the contracting authority to the concessionaire, the latter enjoying, in the framework of the 
contract concluded, a certain economic freedom to determine the conditions under which that 
right is exercised and, in addition, is, to a large extent, exposed to the risks of operating the 
service [6]. The public entity entrusts the exercise of an activity to the concessionaire, requiring 
the concessionaire to provide the specific service [7], under specific requirements laid down by 
the contracting authority, while the concessionaire is not at liberty to withdraw from the 
obligation to provide, but has a duty to perform. 

Whenever the agreement obliges the private party to engage in the transferred activity, it 
is a concession [8]; in absence of such obligation, the agreement is an administrative 
authorization; it is a matter of interpretation ad hoc [9].  

In both cases, the obligation of transparency applies [10]: such contracts must be 
advertised adequately because their object and effect is to award the pursuit of an economic 
activity to one or more economic operators in particular, otherwise the principle of equal 
treatment would be disregarded. Transparency is a mandatory prior condition of the right of a 
State to award the exclusive right to carry on an economic activity, irrespective of the method of 
selecting the operator(s) [11]. The source of the monopoly (administrative license or concession) 
does not remove the risk of partiality which transparency aims to prevent. 

Administrative authorizations and concessions are not necessarily in a mutually exclusive 
relation, but can coexist harmoniously. A concession can be combined with a lease agreement: a 
contract between a contracting authority and an economic operator for the provision of services 
is a concession, since the concessionaire (a) would supply the services on the basis of private law 
contracts concluded in its own name and on its own account, and it would receive payment from 
the end users and (b) would calculate at its own discretion the payment due; the nature of the 
concession was not altered by the fact that the technical installations used for the provision of 
services were to be leased by the concessionaire [12]. 

 
3. Regulation in Greece 

Though the laws adopted successively in the recent years (Law 4146/2013, Law 4568/2018 & 
Law 4663/2020) aimed at motivating the establishment and operation of water aerodromes, they 
lack clear vision of how to achieve the goal.  
Under all three laws, a number of administrative authorizations (licenses) is required for 
conducting such an economic activity. They also included provisions indicating a PPP (explicitly 
stated in art. 35 L. 4146/2013 and art. 5 L. 4568/2018, or by reference (L. 4663/2020) to L. 
4413/2016, on concessions) or the right of the Water aerodrome Operation Body to determine 
the fees for the services (art. 47 L. 4146/2013, art. 21 L. 4568/2018, art. 18 L. 4663/2020). 

L. 4146/2013: public and private entities could obtain the single establishment and operation 
license (art. 39 para 7 L. 4146/2013), only conditionally all necessary arrangements were met, 
including infrastructure facilities, equipment and personnel. The following issues arise: 

i/ if the license is granted by the State to a private party submitting an application and 
fulfilling the legal requirements in terms of eligibility and documentation, the principle of 
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transparency seems disregarded, unless the public entity launches a PPP / concession 
procedure. Otherwise, any tendering procedure would be strictly limited to the conclusion 
of a lease agreement of the required port infrastructure, with one participant, the 
anticipated holder of the license.  

ii/ if a public entity holds the license, due to limited financial resources, an open 
procedure for a PPP / concession is required for the construction and equipment of the 
facilities and recruitment of personnel. In addition, from the provisions of the L. 
4146/2013, it is not clear whether the State or the Municipal Authority has the 
competence to launch such procedure. 

iii/ if a private party holds the license, there is no duty to perform; L. 4146/2013 had no 
specific provisions securing the performance of the economic activity. 

L. 4658/2018 provided for two separate licenses, one for the establishment (to be held only by 
public law legal entities) and one for the operation and exploitation of a water aerodrome, 
conditionally there is a valid establishment license and the infrastructure facilities, equipment 
and personnel requirements were met.  

L. 4663/2020: both, private and public entities are eligible for an establishment license, while 
there is the option to obtain a single license. The following issues arise:  

i/ in case a single license is obtained, the same issues arise, as described in relation to L. 
4146/2013 

ii/ in case separate licenses are obtained, the principle of transparency has to be observed. 

iii/ the “duty to perform”, if not a concession, is secured by the Water aerodrome 
Contract, concluded between the holder of the establishment license and the holder of the 
operation license.         

4. Case-studies  

Under L. 4146/2013, municipal Port Funds undertook a widespread initiative for the 
establishment and operation of Water aerodromes; procurement was launched:  

(a) the declaration [13] advertised the award of a contract for the provision of services of 
“Licensing of water aerodromes…”. The contractor would assume “official responsibility” for 
the provision of all specialized services required by the law regarding the licensing of Water 
aerodromes (obtaining the approval of the Technical Folder). Participants should already 
employ the specialized personnel required for obtaining the license and should submit a solemn 
declaration that in case of award of the contract, they would assume the designated positions for 
the execution of the contract. The procurement aimed not at the licensing procedure but rather at 
the provision of the services for the (establishment and) operation of the water aerodrome.  

(b) the declaration [14] advertised the award of a contract for the construction, licensing and 
operation of 2 water aerodromes, for 15 years. The contractor was expected to make all 
necessary arrangements to obtain the license, including installation of the equipment and 
recruitment of the required personnel. The terms of the tender indicate, again, a concession, 
though not explicitly defined as such. 
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(c) the “tender” concerned [15] granting a special right of use of the Port’s land zone, to be used 
for the construction, operation and exploitation of a water aerodrome, by the concessionaire [16], 
at no cost for the municipal Port. The “tender” had been conducted under the provisions of 
Municipal Legislation, by an oral bidding auction, with only one participant, the interested party 
for the establishment and operation of the water aerodrome. The award decision implies the 
conduct of a separate tender for the award of the concession for the construction, operation and 
exploitation of the water airport.     

(d) a lease agreement had been concluded [17] with a private law entity to be established [18], 
for a land area of 150 sq.m. in each Port, for the establishment and operation of respective water 
aerodromes, including the infrastructure the Port Authority would construct and the licenses it 
would obtain. It is not clear under which procedure and how (i.e. via a transparent procedure or 
not) the provider of services had / would acquire such right (be it a PPP contract, a concession, 
an administrative authorization).  

(e) the municipal Port Fund [19] intended to conduct a tender for the concession of a water 
aerodrome, which would include completion of infrastructure, installation of equipment, 
recruitment of personnel and operation of the water aerodrome, for a period of 5 years, combined 
with the lease of the required land area and building. The Concessionaire would be paid directly 
by the end users and would bear the business risk; he would pay the Port Fund a rent (partly a 
fixed sum and partly a percentage of the monthly turnover). The Concessionaire had to submit a 
specific proposal of the advertising actions he would carry out during concession, (including 
installation of advertising banners of archeological sites and monuments of the town) aiming at 
the increase of the passenger and commercial traffic [20] and an investment plan, regarding the 
development of the infrastructure, flight management, ongoing staff training, as well as a 
program for planting and landscaping the surrounding area.  

5. Assessment 

All three laws seem to lack of a systematic approach, clarity and precision, though L. 4663/2020 
makes a genuine effort to provide a coherent framework, to simplify procedures and to mitigate 
bureaucracy, in order to encourage the development of water aerodromes, making their 
establishment more flexible, as well as attractive to public entities: the latter may obtain the 
license for the establishment of a water aerodrome without having to invest (public) funds, often 
already scarce, while private law entities may obtain the operation license. From the case studies 
presented, it is clear that even though they pursued a common aim, the (establishment and) 
operation of water aerodromes at no cost for the municipal entity, their subject matter was 
inconsistent: the tenders advertised a different contract, than what they actually aimed at [21]. 
In cases a tender was launched for granting a special right of use of the land zone or a lease 
agreement, no indication whatsoever existed on any ongoing or future open procedure for the 
award of the contract (concession or other) or of granting an (exclusive) administrative 
authorization. The presentation confirmed that the unclear nature of national provisions makes 
the choice between traditional procurement and PPP, as well as the operation of concessions, 
difficult, ineffective and unpredictable [22]. 

 

6. Conclusions 

A network of Water aerodromes could be considered a (People First) PPP: public entities deliver 
a public service despite financial constraints; a network of water aerodromes is created; local 
communities benefit from added value provisions; additional income is generated for the public 
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entity; and all that, following a genuinely transparent and competitive procedure that promotes 
competition and encourages economic efficiency.  
The crucial element for the success of the project, is to secure the creation of a network and its 
(continuous) operation. This is self-evident regarding public entities; in cases the establishment 
/ operation license is obtained by a private party, its underlying duty to perform is a 
sinequanon requirement; the project cannot be the outcome of a (series of) administrative 
authorization(s) conferring a private party the right to engage in this particular financial activity.  

Though it could be argued that the “duty to perform” could be secured through the Water 
aerodrome Contract, concluded between the holders of the establishment license and of the 
operation license, introduced by L. 4663/2020, a PPP seems the most suitable tool for the 
implementation of the project, since, additionally, it conforms to the principle of transparency; 
its observance is required as the license to establish and / or operate a water aerodrome may not 
be exclusive de lege, however it is exclusive de facto. The analysis of the legal framework and 
case-studies showed that implementation of such a project as a series of administrative licenses 
unilateraly granted, poses issues of conformity to the principle of transparency, of distortion of 
competition due to agreements on market allocation and creation of monopolies and of arbitrary 
selection of the services provider.  

 
Footnotes 

1. Pongsiri, N., 2002; CCPPP, 2001 
2. https://www.uneceppp-icoe.org/people-first-ppps/what-are-people-first-ppps/ 
3. People – First PPPs should increase access and promote equity, improve environmental 

sustainability and project economic effectiveness, be replicable and engage all 
stakeholders (UNECE). 

4. C-458/14 Promoimpresa Srl & C-67/15 Mario Melis etc. 
5. Directive 2014/23/EU, recital 14 
6. C-458/14 Promoimpresa Srl & C-67/15 Mario Melis etc., C-300/07 Hans & 

Christophorus Oymanns, C-221/12 Belgacom. 
7. C-203/08 and C-64/08 
8. Directive 2014/23/EU, rec. 15: “certain agreements … whereby … a contracting 

authority or … entity establishes only general conditions for their use, without 
procuring specific works or services, should not qualify as concessions … This is 
normally the case with … land lease contracts which generally contain terms concerning 
… the use to which the property is to be put, the obligations of the landlord and tenant 
…, the duration of the lease …, the rent and the incidental charges to be paid by the 
tenant”. 

9. Opinions of AG Szpunar, 25.2.2016; of AG La Pergola in C-360/96; of AG Alber in C-
108/98. 

10. C-234/03 Contse and Others; C-382/05 Commission v Italy; 
C-437/07 Commission v Italy 

11. Opinion of AG Yves Bot, 17.12.2009, Joint cases C-203/08 Sporting Exchange Ltd & C-
258/08 Ladbrokes Betting & Gaming Ltd; C-347/06 ASM Brescia and the case-law cited; 
C-91/08 Wall. 

12. C-206/08 Eurawasser, C-451/08 Helmut Muller GmbH, C-206/08 WAZV Gotha  
13. Region of the South Aegean 
14. Alexandroupoli & Samothraki 
15. Municipal Port Fund of Tinos – Andros (in the Cyclades) 
16. on harmonization of Greek legislation to Directive 2014/23/EU on concessions  
17. Corfu and Paxi 
18. by the Port Authority and a private company   
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19. Not launched yet 
20. A proportionate and relevant requirement, since the variable rent was calculated upon the 

monthly turnover 
21. the tenders concerned a contract for handling the licensing procedure, while the specific 

terms indicated a contract for the provision of services for the (establishment and) 
operation of the water aerodrome. 

22. Ginter C., N. Parrest, M.A. Simovart, 2012 
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Abstract: 
This paper focuses on practical application of the ideas of prospect theory in order to 
propose a new methodology for mutual funds ranking. Method used in the research is 
regression analysis of purchases and sales of investment units of large Russian mutual 
funds. Analyzing these indicators authors designed econometric model and assessed the 
loss aversion coefficient inherent to Russian investors. Henceforth, this allowed to 
concretize Kahneman-Tversky utility function and apply it to portfolio assessment. 
Verification of the model displayed that behavior of investors is comparable to the 
postulates of prospect theory. 
Based on the findings, new ranking principle was suggested, which is fundamentally 
distinct from the traditional ones (Sharpe-ratio, Morningstar Risk-Adjusted Return 
Approach). Thus, the research results may be valuable for fund governance as new ratings 
expand investment strategies that are admissible to unqualified investors. 
 
Keywords: Prospect Theory, Loss Aversion, Portfolio Assessment, Ratings For Funds 
 
 
1. Introduction 

Generally accepted economic models and classical financial theories are based on the 
assumption of investors being rational. The definition of rationality includes two principles: 
firstly, financial market participants exploit all available information in the market; secondly, 
they make choices in terms of the criterion of maximizing expected utility (Hammond, 1997). 
The normative model of rational choice under risk conditions is introduced by the theory of 
expected utility. Pursuant to this theory, the individual utility function depends only on wealth 
and is strictly concave for all risk-averse people. 

Prospect theory (Kahneman and Tversky, 1972) describes how people select between 
different options (prospects) and how they evaluate the perceived probability of each of these 
options. In this theory the utility function has the following form:  

𝑈(∆𝑋 )=
∆𝑋 ,   𝑖𝑓 ∆𝑋 ≥ 0 ,

−𝜆 ∙ |∆𝑋 | ,   𝑖𝑓 ∆𝑋 < 0.
 

where ∆𝑋  is profit or loss, 𝜆 – loss aversion coefficient, α – parameter. 
The value of the function is determined by the deviation from the reference point (∆𝑋 ); the 

function is concave for gains (∆𝑋 ≥ 0) and convex for losses (∆𝑋 < 0), reflecting risk aversion 
when experiencing gains and willingness to take risks in case of losses; and the function is 
steeper in the loss area, projecting the phenomenon of loss aversion (𝜆 > 1). According to 
experimental data from Kahneman and Tversky, the coefficient of loss aversion 𝜆 in standard 
model equals to 2,25.  

The existence of multiple anomalies in financial markets and a great number of empirical 
researches call into question the validity of the classical notion of rationality. Meanwhile, 
prospect theory reached a wide application in this field and models built on the theory's 
postulates outline reality to a greater extent in comparison with models built on the principle of 
rationality (Barberis, 2013).  
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Numerous studies assume that mutual fund shareholders act irrationally and prospect 
theory has become a key psychological concept in the investigation of their behavior. One of the 
evidences of irrational behavior of mutual fund investors is the study of the sales curve of Fund 
units. Allegedly to the model of Berk and Green [Berk and Green, 2004], the sales curve is 
defined as a function of the excess return of funds for the previous period. For losses for the 
previous period, the function is convex, which indicates the irrationality of investors. In 
particular, irrationality is manifested in insufficiently rapid withdrawal of capital from funds at 
losses, while with rational behavior of investors on the contrary a quick response to losses is 
expected (Abramov et al, 2015).  

In this paper, we analyzed the behavior of shareholders of Russian mutual funds so that to 
understand how their behavior is featured by the prospect theory. If they in fact have various 
attitudes to profits and losses, then a new basis for evaluating the "utility of the portfolio" can be 
announced. As a consequence, a renewed system for assessment of the effectiveness of funds – 
rating principle can be offered. This was the main goal of the work. 

Russian mutual funds were picked as the object of research for two reasons. Firstly, 
investors of mutual funds seem to be a homogenic group of people, generally acting intuitively. 
Thus, conclusions about their behavior will be more significant than inference about the behavior 
of qualified investors. Secondly, as funds disclosure information about purchases and sales of 
shares on a daily basis, it is technically easier to track moments when investors enter or leave 
funds and build a model of their behavior. 

 
2. Analysis of the behavior of mutual funds investors 

We examined monthly data on unit prices (𝑃 )  and net asset values (𝑁𝐴𝑉 ) for 22 Russian 
open-ended funds that invest primarily in company shares. These are large funds with a vast 
number of participants (more than 1000) that have been present on the market for more than 10 
years. For each Fund, we calculated the excess of the unit yield (𝑇𝑅 )  over the risk-free yield 
(𝑅𝐹 ):  

𝐸𝑅 = 𝑇𝑅 − 𝑅𝐹  , 
and Sales Balance: 

𝑆𝐵 = (𝑁 − 𝑁 ) ∙ 𝑃 𝑁𝐴𝑉⁄  , 
where 𝑁 = 𝑁𝐴𝑉 𝑃⁄  – number of funds units. 
To show the irrationality of investors decisions about units purchases and sales, we put 

forward the following research hypothesis: the patterns of investors behavior when experiencing 
losses and gains are different and should be described by different utility functions, in 
accordance with the prospect theory. 

Statistical tests demonstrated that the model with random effects characterizes the 
relationship under study in the best way. Thus the regression model for paned data of this 
analysis has the following form: 

𝑆𝐵 = 𝜇 + 𝛽 ∙ 𝐸𝑅 , + 𝛾 ∙ 𝐷 , + 𝛽 ∙ 𝐸𝑅 , ∙ 𝐷 , +  𝑣 + 𝜀 , 
where 𝜇 is constant, 𝐸𝑅 ,  – excess return, 𝐷 ,  – dummy variable (1 for ER < 0; 0 for 
ER ≥ 1), 𝛽 , 𝛽 , 𝛾 – estimating model parameters , 𝑣  – random error that is time-invariant 
for each fund, 𝜀  – model error, i (number of fund) =1…22, t (time period) =1…117. 
The model and all coefficients are statistically significant at the 5% level, therefore 

interpretations of obtained estimates of the parameters are credible.  
𝛽 = 1,56. There is a direct relationship between the sales balance and the excess return of 

the Fund for the previous period. As excess returns increase, individuals tend to invest in the 
Fund and vice versa. 

 𝛾 = 0,01. Since the binary variable is considerable, the patterns of investors behavior for 
positive excess returns and negative returns are different. The result confirms that investors tend 
to experience loss aversion because a positive assessment of the parameter indicates that people 
do not immediately seek to sell the fund's shares, even if its performance is poor.  



 

387 
 

 𝛽 = −0,67. The coefficient of this variable is larger (in absolute value) than the 
coefficient in front of the binary variable. This means that when making decisions, investors are 
guided not only by the sign of excess yield, but also by its value.  

The research hypothesis is formulated as follows: 
𝐻 : 𝛽 = 0 𝑎𝑛𝑑 𝛾 = 0 

𝐻 : 𝛽 ≠ 0 𝑜𝑟 ≠ 0 
𝐻  hypothesis was rejected and 𝐻  hypothesis was accepted. Thereby, the assumption put 

forward in the research has been confirmed. The obtained result proves that the behavior of 
shareholders indeed corresponds to the principles of irrational behavior described in the 
provisions of the prospect theory. Designed model enables to estimate loss aversion coefficient, 
which is  

𝜆 =  𝛽 (𝛽 + 𝛽 )⁄ = 1,75. 
The resulting value can be considered an analog of the loss aversion coefficient, inasmuch 

as the coefficient represent how many times individuals are more focused on the fund's profits, 
and not on losses. This shows that even with losses of funds, investors are hesitating to sell 
shares, as they are overly optimistic, hoping for an increase in profitability, and do not want to 
fix their loss. 

 
3. The application of the results of the analysis to the evaluation of portfolios 

Conventionally, the Sharpe ratio is recognized as a standard for assessment of investment 
portfolios. It relies on the rationality principle and represents the ratio of excess portfolio returns 
to its volatility (Sharpe, 1994). The higher the Sharpe ratio, the more effective the portfolio. 
Using this concept, the majority of informational agencies rank funds by the Sharpe ratio. But if 
the Sharpe ratio of a portfolio is negative, then from the perspective of a rational investor, 
investing in this portfolio does not make sense, since investments in risk-free assets would bring 
more expected income. However, in practice, we observe that in many funds displaying negative 
values of the Sharpe coefficient, there are seen investors buying shares which results in positive 
sales balance, whereas in theory in such case it should be negative. 

The most well-known assessments of Funds (Morningstar ratings) are based on specific 
risk-adjusted return (Morningstar, 2016). Morningstar gives more weight to the downward 
deviation of return, and it is a significant advantage of the method. This methodology, likewise 
the Sharpe method, reposes on the assumption that the investor utility function is strictly concave 
(investors are rational and risk-averse).  
 For the new ranking rule we took the Morningstar method as a basis and calculated the 
indifference curves "excess yield vs yield volatility" under the assumption that investors' 
behavior is described by the prospect theory utility function, and their loss aversion coefficient is 
λ=1.75. The new principle made it possible to asses funds in a ground breaking approach. Now 
even a Fund with a negative expected return can have a high rating, because from the point of 
view of investors' irrationality, if such Fund has a sufficiently high volatility, it is attractive to the 
investor. Check of the validity of the compiled ratings indicated that such ratings based on the 
irrationality of investors indeed reflect the preferences of shareholders.  
 
 
4. Conclusion 

Our research on purchases and sales of investment Fund units has shown that the decisions of 
unskilled Russian investors can be described within the framework of the theory of prospects. 
This makes it possible to create a new rating system for investment funds that takes into account 
investors' intuitive ideas about the acceptable ratio of return and risk.  
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Abstract: 
The aim of this research is to propose the quantitative model for evaluating the company's 
strategy in promoting an innovative product. A key feature of the innovation is the 
emergence of a market for new complementary goods used with innovative product. Both 
the product and complementary goods are protected by patents and can be manufactured 
only under license. The model exclusively considers dynamic relationships between the 
demand for an innovative product and the demand for complements. Then the value of 
strategy is calculated as the present value of company's cash flows. This model makes it 
possible to determine the conditions in which one of the strategies becomes the most 
appropriate and to identify the factors that may influence the choice of the strategy. As an 
application of the model the strategies for promoting e-readers by Amazon and Sony are 
analyzed. 
 
Keywords: Value of Strategy, Innovative Product, Complementary Goods, E-reader 
 
Introduction 
There are different definitions of “business strategy" in management literature, but most authors 
interpret strategy as a long-term plan of actions to achieve competitive advantage (Chandler, 
2003). There are several approaches that allow company to evaluate and choose the optimal 
strategy for a given market. For example, a SWOT analysis suggests looking at strategy choices 
based on an analysis of internal and external factors that affect the company (Humphrey, 2005). 
Another popular approach, PESTEL analysis, is based solely on the analysis of the company's 
external environment (Aguilar, 1967). However, the practical application of such approaches 
implies the use of subjective assessments of factors of different nature and a multi-criteria choice 
based on a comparison of fuzzy (non-monetary) indicators. 

In this article, we consider strategy as a principle of behavior, adherence to a certain 
chosen model (Mintzberg, 2005; Thompson, Strickland, Gamble 2006) and analyze several 
possible models of company behavior when promoting an innovative product. The aim of the 
article is to mathematically formulate models that would allow comparing different strategies 
based on numerical estimates. The criterion for comparing strategies is the present value of the 
company's cash flows 

The peculiarity of this work is to consider strategies for promoting an innovative product. 
An innovative product is a product developed using the latest technologies, creating consumer 
and economic value, protected by patents, and stimulating the emergence and development of a 
market for complementary goods (Bower, Christensen, 1995). We believe that it is the last two 
properties that are key in assessing the value of a strategy. Therefore, considering the promotion 
of an innovative product, it is necessary to take into account the dynamics of the interconnected 
development of demand for both the innovative product itself and its complements. 

As a practical application, we have performed numerical evaluations of possible 
strategies for Sony and Amazon in promoting an innovative device for reading books (e-reader). 
 
Model 
When promoting an innovative product, a company protects itself from competition from both 
manufacturers who can copy the product itself, and from companies producing complementary 
goods so that they cannot use innovation uncontrollably. However, a company may decide to sell 
licenses to third-party companies to manufacture and sell an innovative product, or use the 
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innovation to produce complementary products. In this case, the company will receive payments 
(royalties) from third-party manufacturers. 

Choosing a model of its behavior in the market, a company that has created an innovative 
product must make a decision on four issues: 

– which price to set for an innovative product, 
– sell or prohibit the transfer of licenses for the production of an innovative product, 
– sell licenses or give them free of charge to anyone who wants to produce 

complementary goods, 
– the amount of royalties from third parties. 

Depending on which decisions the company makes, we identify three possible strategies 
for promoting an innovative product. 

 
2.1. Monopoly strategy 

Following this strategy involves setting a high price for an innovative product, 
independent production of an innovative product and, at the same time, free transfer of 
technology to manufacturers of complementary goods. The company maximizes profit in each 
period, and in this case the actual market share of the product 𝑓 ,  can be written: 

𝑓 , = 𝑓 , ∙ 𝑒 ∙ , 
where 𝑓 ,  – potential share of devices on the market, 𝑝 and 𝑐 – the price of the product and the 
cost of its production, 𝛼 – the coefficient of price elasticity of demand.  
 The company's profit from the sale of an innovative product and the value of a monopoly 
strategy are 

𝜋 = (𝑝 − 𝑐) ∙ 𝑁 ∙ 𝑓 ,  ;    𝑉 = 𝜋 ∙ 𝑒 ∙ ,  

where 𝑁  – the entire demand for such product, including substitute goods, 𝑟 – the discount rate, 
𝑇 – the length of life cycle of an innovative product.  

We believe that complementary product manufacturers are responding to an emergence 
of a new product and their supply will drive potential demand for this product. Demand 
dynamics is described by the equation 

𝑓 , = 𝑓 , + 𝑓 ,
∗ ∙ 1 − 𝑓 , , 

where 𝑓 ,
∗  – the market share of devices at a monopoly high price. 

As part of this strategy, the company that has offered an innovative product is skimming 
the cream off the market by positioning its devices in the premium class and allowing 
competitors to produce cheaper analog devices that satisfy the needs of other people. 

 
2.2. “Licensing” strategy 

The licensing strategy is implemented by the company through independent production of 
an innovative product, sales of a license for its production to third-party companies and free 
transfer of technology for the production of complements. If the royalty is ℎ = 𝑞 ∙ 𝑐, then the 
company will gain profit from the sale of licenses 𝜋 , = 𝑞 ∙ 𝑐 ∙ 𝑓 , ∙ 𝑁 ∙ 1 − 𝑓 , . 

The value of the “licensing” strategy: 

𝑉 = 𝜋 + 𝜋 , ∙ 𝑒 ∙ .  
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 However, the profit from sales of innovative product (𝝅𝒕) will be lower than with a 
monopoly strategy, since the company competes with other manufacturers of an innovative 
product. 
 
2.3. “Content” strategy 

The distinguishing features of this strategy are the setting of a price for an innovative 
product equal to its cost, independent production of an innovative product and the sale of 
licenses to third-party companies for the production of complementary goods. In this case, the 
growth in sales of an innovative product stimulates manufacturers of complementary products to 
create new content. The company makes a profit in the form of royalties from the revenue of 
content producers 

𝜋 , = 𝑞 ∙ 𝑝 ∙ 𝑛 ∙ 𝑓 , ∙ 𝑁  , 
where 𝑝  – the price of the complementary goods, 𝑛  – the volume of content consumed by the 
buyer of the innovative product, and 𝑞 – the royalty rate. 

This stream of royalties will fully determine the value of the content strategy. 
 

Evaluation of Sony’s and Amazon’s strategies  
The compact device for reading books (e-reader) based on the new E-Ink technology was 
launched at the end of 2006. Complementary goods for this device are e-books / magazines / 
newspapers that the e-reader owner must purchase to use the device. The main manufacturers 
and competitors in promoting this product were Sony and Amazon. 

It was for these companies that we used the above model for assessing the value of 
strategies. As the initial data, we used prices and sales volumes, the cost of manufacturing 
devices, estimates of potential and total demand, deductions from content providers. We 
assumed that the lifespan of a given innovation T = 4 years and calculated the value of each 
possible strategy (see Table). 
 
Table. Evaluation results. 
 
Company (brand name) Monopoly strategy “Licensing” strategy “Content” strategy 
Sony (Reader) $229,4 m $239,8 m $217,9 m 
Amazon (Kindle) $1116,5 m $838,2 m $1475,1 m 

 
Sony was the first to offer its product to consumers and, as a pioneer, actually chose a 

monopoly strategy by setting a high price of its Reader. However, it should be noted that Sony 
initially could not choose the content strategy due to  the small volume of content provided and 
the relative difficulty for Reader’s buyers to access the content. Subsequently, the company 
gained an access to half a million books from Google and cut the price of its Reader, but it was 
too late, Amazon's Kindle took over the market. Calculations show that all strategies were 
approximately equal for Sony, but the “licensing” one would still be somewhat preferable. 

In fact, Amazon adhered to a “content” strategy from the very beginning; the company had 
good reasons for this choice: a large library of content and an easy way to download it (Gapper, 
2008). Our calculations confirm that it really was the best choice - the value of the “content” 
strategy was much higher. 

 
Conclusion 
The presented model allows companies to evaluate different strategies for promoting innovation 
in conditions when it is difficult to make a choice, since there are no analogies for the 
innovation. We tested the model on a well-known case and made sure that the choice of a 
strategy based on calculations corresponds to real one. This gives hope that the model will work 
for other innovations as well. 
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Target Costing Mechanism for a High-tech Industrial Enterprise in Emerging 

Market 
 

Sergei Grishunin, HSE University, Russia (sgrishunin@hse.ru), Alexander Karminsky, HSE 
University, Russia  
 
Abstract: 
The goal of this study is the development of the target costing mechanism for a high-tech 
industrial enterprise based on system-synergistic approach (SSA). The relevance of the 
study is underpinned by increasing uncertainty of business environment. The 
“conventional” cost management systems based on functional, process, project or system-
based approaches have become inefficient due to their low flexibility and adaptability to 
the external changes. Application of approach ensures the continuous interaction to the 
environment, accounting for risks and adaptation of costing system to the external changes. 
The mechanism is aimed for implementation in the company’s R&D processes. It provides 
monitoring and assessment of impact of uncertainties on the cost drivers and on the cash 
flow return on investment (CFROI) during the product lifecycle. The results include the 
mechanism’s concept, its block diagram, and tools. The mechanism provides holistic 
approach to SSA applications and ensures integration and coordination of target costing 
activities. 
 
Keywords: System-Synergistic Approach, Risk-based Cost Budgeting, Risk Controlling 
 
Introduction 
The high-tech industrial complex (THE) is the foundation of the modern manufacturing industry 
in the emerging markets in the era of Industry 4.0. One of the factors that affect its efficiency are 
costs of production. However, “conventional” cost management approaches poorly address 
changes in the external environment. This problem multiplies in emerging markets of elevated 
volatility. There is a need for developing the cost management mechanisms which consider HTE 
as a complex, open system being in constant interaction with environment (Khesal et. al, 2019). 
We address this gap in literature and develop the cost management mechanism based on SSA 
approach It considers the enterprise as: 1) an integrated management system (system approach); 
2) an open system (synergistic approach). 
 
SSA in cost management. A literature review 
A literature review of cost management in HTE has shown that most studies recommend 
"conventional" approaches to cost management. These include process, project, and system 
approaches, as well as their combinations (Suloeva and Sviridenko, 2012; Yurieva, 2018). The 
main drawback of all above-mentioned approaches to cost management of HTE is that they do 
not take into account the risks associated with the specifics of its activities and do not allow to 
assess the interaction of the enterprise with the external environment (Galeeva, 2008).  
We propose to integrate SSA approach to cost management (Budarov, 2019). Its key concept is 
"self-organization" or the ability of a system to change its structure and functions in response to 
external influences (Frolov et.al, 2018). We suggest using risk controlling mechanism as self-
organization agent. Such mechanism considers the non-linearity, irreversibility and non-
equilibrium of dynamically developing economic processes; interacts with the environment for 
searching threats and opportunities; monitoring the development of threats and timely inform 
managers about them (Shmanev and Shmaneva, 2011). However, there are only few examples of 
such mechanism in the literature.  
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Development of SSA-based mechanism for target costing system in R&D 
The mechanism, that we suggested (Fig. 1), is intended for target costing system of R&D process 
of HTE. This costing system is aimed at determining product’s life-cycle cost which is sufficient 
to deliver specified functionally and quality of the innovative product while ensuring the target 
profitability (TP) (Ibusuki and Kaminsky, 2007). The mechanism assessing the influence of 
uncertainties at the key cost drivers (KCDs) and on TP, and estimating the variances of 
anticipated profitability from TP. If variances, at the given confidence level, exceed the firm’s 
risk appetite, then cost engineering steps are performed to reduce the costs or the decision is 
made to abandon the product.  

 
Figure 1. The block diagram of the mechanism 
 
For TP we used CFROI metric (Fabozzi and Grant, 2000) which measures cost over the life 
cycle, considers time factor and addresses the cost of capital.  

𝐶𝐹𝑅𝑂𝐼 =

∑
(𝐶𝑀𝐶 − 𝐸𝐷 )
(1 + 𝑊𝐴𝐶𝐶)

∑
𝐼

(1 + 𝑊𝐴𝐶𝐶)

                                        (1) 

𝐸𝐷 =
𝑊𝐴𝐶𝐶

(1 + 𝑊𝐴𝐶𝐶) − 1
∗ (𝑇𝐴 − 𝑁𝐷𝐴 )                 (2) 
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where 
СМСt – cash marginal profit,  
It – investments in product’s R&D,  
EDt – economic depreciation, 
TAt – average cost of depreciating assets,  
NDAt  – average cost of non-depreciating assets, 
t – time period, 
T – the full lifecycle 
 
The input of the mechanism are the TP (target CFROI), the risk appetite and tolerance level for 
TP (rCFROI and tCFROI) and the target price. At the first step, the target cost of production and 
its key cost drivers (KCD) are identified (Suloeva and Gultseva, 2017). At the second step, the 
external and internal environment is analyzed to identify risks that affect the KCD and determine 
the risk factors. At the third step, the sources of risks are determined with the application of 
"bow tie" diagram (Ferdous et. al., 2011). At fourth step, the Monte-Carlo simulation of CFROI 
is performed (Funston and Wagner, 2010). It includes aggregating stochastic models across risks, 
performing the simulation, analyzing the results, comparing them with risk appetite and making 
decision of product launch. The decision is based on the analysis of graphs of CFROI’s life cycle 
and a graph of strategic well-being (Fig. 2). They track the development in the accumulated 
CFROI across the periods and allow determining the critical decision-making points.  

  
Figure 2. CFROI S and U-curves 

The histogram (Fig 3) evaluates the variances of anticipated CFROI from TP with a confidence 
level γ. If the lower bound of the γ -confidence interval of CFROI is higher than the level of 
tCFROI, then no management actions are required. If the lower bound of this interval is between 
the rCFROI and tCFROI, then risk reduction measures are taken. If the lower bound of the 
interval is lower than rCFROI, the project should be abandoned or sent for rework. 
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Figure 3. The histogram of CFROI distribution 
 
To ensure that this self-regulatory link really works on the whole life cycle of innovation project, 
the mechanism should be repeatedly run either periodically or in certain control points. 
 
Conclusions 
We developed the mechanism of the target costing system for R&D process in HTE. Its 
implementation creates a feedback loop in the cost management system that allows proactive 
management response to changes in the external environment to maintain the TP of the product. 
Additionally, the mechanism integrates and coordinate risk management activities in in the cost 
management system. It allows timely identification of risks, facilitating robust and transparent 
evaluation of risks and uncertainties; focusing management time and efforts on key risks; and 
performing remediation of risks earlier in the product lifecycle. We can conclude that the 
mechanism should have a significant practical use in performing R&D projects in HTE in 
emerging markets. 
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Improving the Financial Policy of Oil and Gas Companies  
(on the Example of PJSC "Surgutneftegas") 

 
Marina Shevchenko, Tomsk State University, Russia (marshef@mail.ru) 
 
Abstract: 
The paper deals with the problem of imperfection of the financial policy of companies in 
the oil and gas industry. At the same time, the ineffectiveness of the financial policies of 
these companies may adversely affect the state of the Russian economy. Purpose of the 
work: analysis of the features of financial policy in an oil and gas company and the 
formation of proposals for its possible improvement. As a theoretical and methodological 
basis for the study of the topic, we used legislative acts of the Russian Federation (codes, 
federal laws, regulations), textbooks and study guides, articles from scientific journals, 
internal documents of PJSC “Surgutneftegas” (regulations on dividend policy, annual 
reports, financial statements), as well as the official website of the company, news 
publications were also used. Results of the research: the basic concepts of financial policy 
and financial planning were studied, measures were proposed to improve the financial 
policy in the company, the analysis of the financial situation of PJSC “Surgutneftegas” 
was carried out and its financial policy was analyzed. Also, based on the results of the 
study, it was concluded that the PJSC "Surgutneftegas" company is extremely financially 
stable, but all areas of its financial policy require improvement. 
 
Keywords: PJSC “Surgutneftegas”, Financial Policy, Oil and Gas Companies 
 
Improving the financial policy of PJSC "Surgutneftegas" 
1.1 Dividend Policy 

According to the regulation on dividend policy [8], all payments are based on the balance of 
both the interests of the company and the interests of shareholders. The company also 
undertakes to respect all the rights of shareholders in accordance with the regulations of the 
Russian Federation. 
Surgutneftegas undertakes to pay the declared dividends on shares, the company also has the 
right to make a decision on non-payment of dividends in this period. The source of payment of 
dividends is net profit. 
Also, the Regulation on Dividend Policy has a section with recommendations to the Board of 
Directors of the company on determining the amount of dividends. So, the amount of dividends 
depends on the following factors: 

1) the financial results of the company in the reporting year; 
2) the presence of factors that could adversely affect the activities of the company; 
3) the company has signs of bankruptcy; 
4) the interests of management and shareholders regarding the development of the 

company. 
Let's note the features of the company's dividend policy: 

1. Part of the net profit is used to pay dividends, and part is invested in its own 
development. 

2. Striving to pay dividends in cash, although they have the right to make payments in non- 
cash form [1, Article 42]. Thus, a company can pay dividends in the form of property. 

3. The prevalence of payment of annual dividends, rather than interim. 
4. The dividend policy is formed according to the needs of the majority shareholders. 

Based on the previous points, we can make the following directions for improving the dividend 
policy of “Surgutneftegas”. First of all, this is the specification of the provisions of the 
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documents that govern the dividend policy of the organization. The company needs to indicate 
all conditions that affect the amount of future dividends so that the company's shareholders can 
predict the amount of future dividends. Also, the company should indicate in the Regulations 
the conditions under which dividends will not be paid. 
The next area of improving the dividend policy of “Surgutneftegas” is the introduction of the 
practice of paying interim dividends. Another area of improving the dividend policy is the 
development of strategic goals for the dividend policy with their subsequent promulgation. It 
can help investors understand the intentions and plans of the issuer and assess in advance the 
possible investment attractiveness of its shares. 
 
1.2 Investment policy 

Investment policy is a set of mandatory for compliance with general provisions, principles and 
methodological approaches in the field of investment management and consists in the search, 
selection and further implementation of the most effective types of real and financial 
investments in order to ensure the development and growth of the market value of the 
corporation [11]. 
 
In 2018, the company had a 14.8% share in the total volume of oil and gas production in the 
country, being second only to PJSC NK Rosneft (34.9% share) [9]. The investment policy is 
divided into three areas: oil production, oil refining, sales. Similar figures for the production, 
processing and sale of gas were not disclosed. Table 1 shows these indicators [2, 3, 4, 5]. 
 
Table 1. Investments of PJSC “Surgutneftegas” in the main directions 
 

Investments, billion rubles 2016 2017 2018 
Total 227,41 223,09 211,23 
Oil production 209,1 199,2 203,1 
Refining 17,6 23,7 7,5 
Sales 0,7114 0,19 0,6257 

 
According to table 1, it can be noted that after 2016 there is a general decrease in the 

total volume of investments. However, the volume of investments in oil production is gradually 
increasing, while investments in oil refining fell sharply in 2018. Thus, investments in 
production amounted to 96.2% of the total investment in 2018. 

Surgutneftegas conducts its oil and gas production activities in the following regions: 
Western Siberia, Eastern Siberia, Timano-Pechera. It should be noted that many oil and gas 
fields in Western Siberia have been developed for a long time. And the company tries to 
maintain production volumes at an acceptable level and contain the rate of production decline. 
The volume of production drilling also increased compared to 2017: 4,846 thousand meters (an 
increase of 3.4%). Also, 2,164 new wells were commissioned, of which 1,437 are oil production 
wells. This indicator also shows an increase of 15% compared to 2017. At the end of 2018, the 
operating well stock was 24,457 units of oil production wells. 

In 2018, the company allocated 203.1 billion rubles for oil refining. Thanks to the 
invested funds, commissioning of the complex for the production of high-quality gasoline 
components was carried out [9]. Also, at this plant, work is regularly carried out to maintain 
and optimize the existing production. 

In 2018, Surgutneftegas sold more than 1.2 million tons of oil products, including 851 
thousand tons through retail intermediaries. Sales revenue amounted to RUB 2,595 million, 
which is RUB 5 million more than in 2017. The Company sells its products through 292 
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operating petrol stations and 11 oil depots. 
Thus, we can say that the current investment policy of Surgutneftegas is effective and 

cost effective. In 2018, one ruble of investments accounted for 25 rubles 2 kopecks of profit. 
Thanks to this investment policy, the company ensures production efficiency and has 
significant competitive advantages in the long term. 
In general, to increase the efficiency of the investment policy of the corporation, the following 
measures can be proposed: 

1. analysis of the possible effectiveness of potential investment projects in the formation 
of the company's investment program. 

2. diversification of funds within the investment portfolio. 
3. control over the spending of funds for the investment activities of the company, precise 

determination of the limits of financing. 
4. gradual automation of the process of forming the company's investment policy. 
5. tightening control and monitoring over the implementation of the company's 

investment policy. 
 

1.3 Accounts Receivable Management Policy 
Accounts receivable (AR) is a certain amount of debt that belongs to the company and speaks 
of the withdrawal of these funds from its circulation debtors - those individuals or legal entities 
that have such a debt to this company. 

Analysis the accounts receivable of the company Surgutneftegas (table 2). According to 
Table 2, we can say that the total value of accounts receivable in 2019 decreased by 5.9% 
compared to 2018 data. This was largely influenced by a decrease in indicators for settlements 
with suppliers and customers (by 24.7% in long-term and by 12.1% in short-term periods) and a 
decrease in other short-term debt (by 15.9%). The largest share in 2019 was occupied by other 
long-term debt and short-term settlements with buyers and suppliers (99.6% and 49.3%, 
respectively). It can also be seen that in 2018 the indicators of accounts receivable increased by 
10.5% compared to 2017. This was influenced by an increase in indicators for short-term 
accounts receivable (by 16.1%) and an increase in long-term debt on settlements with suppliers 
and buyers (by 10.2%). 

 
Table 2. Structure of accounts receivable (million rubles) 
 

 
Indicator 

2018 2019 Growth rate, % 
Million 
rubles 

% Million 
rubles 

% 2018/17 2019/18 

Long-term AR, including: 84 773 100 94 660 100 -2,08 11,66 
settlements with suppliers 
and customers 

470 0,55 354 0,37 10,22 -24,71 

advances issued 1,8 0,002 1,9 0,002 -99,84 5,56 
other 84 300 99,44 94 304 99,62 -0,87 11,87 
Short-term AR, including: 226 498 100 198 339 100 16,08 -12,43 
settlements with suppliers 
and customers 

111 148 49,07 97 690 49,25 22,03 -12,11 

advances issued 7 174 3,17 9 623 4,85 11,69 34,14 
settlements with founders 0 – 0 – 0,00 – 
other 108 175 47,76 91 024 45,89 10,87 -15,85 
Total 311 271 – 292 999 – 10,5 -5,87 
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An important condition for ensuring the financial stability of the company is the excess of the 
amount of receivables over the amount of payables, which we see in the balance sheet of 
Surgutneftegas. It is also that the value of the receivables indicator should not exceed 30% 
relative to the total value of the company's assets [8]. 

According to the balance sheet data, over the entire period from 2016 to 2018, AR 
increases, and in 2019 it decreased; at the same time, accounts receivable always exceeds 
accounts payable by more than two times in all periods. This has a positive effect on the 
turnover of capital invested in current assets. 

Thus, it is possible to propose the following measures to optimize accounts receivable at 
Surgutneftegas. 

1. Creation of a clear system of conditions according to which a commercial loan and a 
deferred payment are granted. 

2. Determination of customer reliability criteria, calculation of the probability of payment 
and indication of guarantees when issuing a commercial loan. 

3. Organization of automatic accounting and collection of accounts receivable. 
4. The system of motivating employees to reduce the volume of accounts receivable. 

 
1.4 Accounts payable management policy 

Accounts payable (AC) management involves the correct choice of the type of debt for the 
subsequent minimization of interest payments and the cost of acquiring tangible assets [9]. To 
manage accounts payable, you can either try to optimize it, or strive to minimize it. 
Let us analyze the investment attractiveness of Surgutneftegas. All data for this are summarized 
in Table 3. 
 
Table 3. Analysis of investment attractiveness 
 

Indicator Value 
Economic profitability 8,236% 
Financial leverage effect (short-term) - 0,019% 
Financial leverage effect (long term) - 0,016% 

 
Economic profitability shows how much profit a company will receive per one ruble of its 
property. So, the company makes a profit of 8 rubles 24 kopecks from one ruble of property. 
Next, let's evaluate the effect of the company's financial leverage. Despite the fact that there are 
no borrowed funds, there are long-term and short-term liabilities. It is also assumed that the 
income tax rate is 20%. According to the data of the Bank of Russia [10], on average, interest 
rates on loans to legal entities are 8.917% (for loans up to one year) and 9.145% (for loans over 
three years). 
According to Table 4, the effect of financial leverage is a negative value, which indicates the 
inexpediency of attracting short-term and long-term credit funds. 
Thus, we can say that the firm is unattractive for attracting debt capital. However, due to the 
current situation in the world (the coronavirus pandemic), oil prices fell sharply, which is why 
the largest producers of oil and petroleum products agreed to reduce production by 15% [7]. 
Will Surgutneftegas be able to afford such a decrease in production and sales? In this case, the 
necessary data for analysis will take the following form (table 4): 
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Table 4. Data for analysis 
 

Indicator Value 
Gross margin ratio 0,93 
Threshold revenue 1 152 405 498 (thousand rubles) 
Financial safety margin 25,9% 

 
According to Table 4, a company can afford a 15% decrease in production and sales without 
incurring losses. Yes, we can say that profit figures for 2020 will be lower than for 2019. But 
what will happen if in 2021 the company wants to increase production volumes again; 
Moreover, to increase the indicators of 2019 by 10%? Will the company be able to do it using 
its own funds or will there be a need to raise additional borrowed capital? Let's try to calculate 
this. 
Since the calculation will be made for a year, and the company does not purchase additional 
equipment, the indicators of fixed costs and non-current assets will remain at the level of 2019. 
Let's calculate the need for additional working capital using the transformation ratio (table 5): 
 
Table 5. The need for additional working capital 
 

Indicator Value 
Transformation ratio 1,17 
Current assets (2019) 1 330 741 million rubles 
Current assets (2021) 1 463 815 million rubles 
The need for additional capital 133 074 million rubles 
Retained earnings (2019) 3 553 695 million rubles 

 
As can be seen from the data in Table 5, the company will be able to finance the increase in 
current assets from its own funds (retained earnings). 

But how will the effect of financial leverage manifest itself if the company attracts 
borrowed funds? Let's calculate this indicator if the company attracted a short-term loan at 
8.917%. The data for the calculation are presented in Table 6. 

 
Table 6. Data for calculating indicators for 2021 
 

Profit (loss) from sales 519 712 537 
Amount of assets 4 686 760 536 
The amount of borrowed funds 133 074 108 
Interest rate (short-term loan) 8,917% 
Interest rate (long-term loan) 9,145% 

 
Now we will make the necessary calculations and enter them in table 7: 

Table 7. Analysis of the company's capabilities 

Indicator Value 
Economic profitability 11,09% 
Financial leverage effect (short-term) 0,116% 
Financial leverage effect (long term) 0,083% 

 
As a result, the economic profitability of raising borrowed capital increases. Now the company 
receives 11 rubles 9 kopecks from one ruble of property. 



 

403 
 

As can be seen from table 11, when attracting borrowed funds, the effect of financial 
leverage becomes positive. This means that it is profitable for the company to attract borrowed 
funds. That is, when attracting borrowed funds, the company's own funds will be used more 
rationally. And this can positively affect the expected earnings per share. Therefore, one of the 
company's recommendations for managing accounts payable can be called raising debt capital. 

It is also a restructuring of accounts payable. In addition to the above, it is necessary to 
prescribe and strictly regulate the sequence of actions in case of overdue accounts payable. 

 
Conclusion 
The paper analyzed the financial policy of Surgutneftegas in the following areas: dividend 
policy, investment policy, and the policy of managing accounts receivable and payable. 
The company's dividend policy is characterized by the following points: 

1) Conservative dividend policy; 
2) the amount of dividends on preferred shares is not fixed; 
3) monetary form of dividend payment; 
4) there are no interim dividends; 
5) payment of dividends depends on the decision of the general meeting of shareholders 

and the board of directors of the company; 
6) the company does not disclose the structure of its share capital. 

In this regard, it is possible to offer recommendations for improving the dividend policy of 
Surgutneftegas. 

1) Specification of the clauses of the Regulation on Dividend Policy concerning the 
amount of dividends; 

2) A list of conditions affecting the amount of dividends and the conditions for non- 
payment of dividends; 

3) Introduction of the practice of payment of interim dividends; 
4) Formation of strategic goals of the company's dividend policy.  

Investment policy can be characterized by the following points: 
1) There are no investments in external projects, investments are made in their own 

development; 
2) An increase in investments in oil production and a decrease in refining; 
3) Effective and cost-effective investment policy.  

Measures to improve investment policy: 
1) analysis of possible profits and losses when developing an investment program; 
2) tracking and control of cash flows for investment projects; 
3) determination of funding limits and tracking any deviations;  

Next, let's look at the receivables management policy. 
1) There is a significant surplus of funds on the company's accounts; 
2) In the period from 2016 to 2019. there is an increase in accounts receivable; 
3) The ratio of assets and receivables does not exceed 10%. 

 Recommendations for improving the effectiveness of the receivables management policy: 
1) formation of conditions for granting a commercial loan or deferred payment; 
2) creation of a system for automatic accounting and collection of debts; 
3) formation of a system of motivating employees for reducing accounts receivable;  

Description of the policy for the management of accounts payable. 
1) There are no borrowed funds either in the long term or in the short term, but there are 

accounts payable; 
2) the company's funds are not enough to pay off all its creditors at once.  

The following measures can be proposed to optimize accounts payable: 
1) carrying out procedures for the restructuring of accounts payable; 
2) the formation of a policy for managing accounts payable and target indicators for its 
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value; 
3) an attempt to raise funds from outside. 
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Abstract: 
The goal of this study is to empirically assess the relationship between the board of 
directors working experience diversity and the performance of Russian non-public 
companies. The board working experience diversity is measured by the number of working 
experience types, categories and by the diversity index proposed by the authors. Methods 
used include factor analysis, ordinary least squares and binary probit model. Positive 
relationship between the companies’ return on sales and the board working experience 
diversity was found. Moreover, the level of the working experience diversity is higher for 
relatively more profitable companies. For this study the data from non-public companies 
were used, which differs from previous studies mainly on public companies. The analysis is 
based on data from a survey of managers of 635 industrial companies conducted in 2018. 

 
Keywords: Experience Diversity, Firm Performance, Corporate Governance, Board of 
Directors 
 
Introduction 
There are different approaches to the analysis of the activities of boards of directors (BoD): 
researchers look at the composition of the boards, their functions and areas of activity. Modern 
research shows the importance of human capital for the formation of company value, therefore, 
the assessment of the performance of councils is necessary to understand corporate governance 
and its impact on the efficiency of companies.  

In literature researchers distinguish two main areas of activity of the board of directors – 
monitoring the activities of top management and expert advice to the top management and 
owners. These roles are not mutually exclusive; moreover, in successful companies, boards 
should combine both roles, since the knowledge and expertise of directors not only allow them to 
perform a resource function, but also help to improve their understanding of available 
information and facilitate monitoring of top management’s actions. 

Quite naturally, the question arises about the different working experience of directors, 
whether it helps to perform a certain function, assistance or monitoring, or the board of directors 
can combine these tasks in its activities due to the presence of different experience. In addition, it 
is necessary to look at whether there are combinations of working experience that help directors 
in their actions in different directions, whether different skills complement each other or they 
interfere on the contrary. 
 
Literature review 
There is a large number of empirical studies of the influence of certain qualities and skills of 
directors on the effectiveness of companies, including those that take into account insider, 
industry, political, financial and other experience. However, these papers show contradictory 
results. 

Based on a number of studies, only one general conclusion can be drawn – the influence 
of working experience or certain skills of directors cannot be considered in isolation from other 
factors. The contradictions in the results can be explained by the mutual influence of factors – 
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the ability of one skill to influence the company’s performance depends on the presence of other 
qualities of the board members [Adams et al., 2018]. In the literature, there are two explanations 
for the mutual influence. On the one hand, having similar qualities and skills simplifies the 
interaction between directors, but they may lack an alternative approach and points of view to 
make effective decisions. On the other hand, having different experiences on boards allows 
companies to be more productive and identify better solutions to a problem, but too different 
experience can lead to misunderstandings and controversy. 

Since the skills of directors influence each other, some researchers propose to evaluate the 
multidirectional effects of characteristics of board members through a common indicator of 
diversity. The results of such studies are also highly controversial. A study by Anderson et al. 
shows both multidirectional effects. On the one hand, in American industrial companies with a 
complex organization a greater variety of directors’ qualities, skills and experience leads to 
better monitoring of the actions of top management and positively affects the assessment of 
companies by investors. On the other hand, an excessive variety of qualities of board members 
leads to conflicts and negatively affects the value of companies in companies with a simpler 
organization. Interestingly, a firm’s performance is more influenced by diversity of working 
experience and education than by age, ethnicity, or gender ratio within boards [Anderson et al., 
2011]. In an empirical study in 2013, Knyazeva et al. showed a negative impact of the diversity 
of qualities of directors on the value of companies, which was explained by the lack of focus on 
the boards [Knyazeva et al., 2013]. Adams et al. found a negative impact of diversity on 
company performance [Adams et al., 2018], while Bernile et al.  noted a significant positive 
effect of greater diversity in the qualities of directors and the absence of any influence of factors 
separately [Bernile et al., 2018]. 
 
Method 
The impact of different types of experience varies from significantly positive to significantly 
negative, depending on the specifics of the activities of public companies and external 
conditions. In this regard, it is assumed that the availability of different working experience will 
depend on the needs of the company and for non-public companies, which have hardly been 
studied before due to the complexity of obtaining data. The first hypothesis tested: 

H1: Since companies have different business specifics, in BoD there are no universal 
working experience and no universal working experience combinations. 

The purpose of this study is to empirically assess the relationship between the working 
experience diversity of board members and the performance of Russian companies. Zingales 
notes that in modern companies, all stakeholders have influence, not just the main shareholders. 
The main task of corporate governance is to prevent conflicts between influence groups, 
otherwise the company’s value is destroyed [Zingales, 2000]. Board members should take into 
account the interests of all stakeholders, seek a compromise between different solutions. In order 
to do this, directors need to have a variety of skills and experience. All other things being equal, 
in successful companies more stakeholders should lead to a higher working experience diversity 
of BoD. 
During the research two other hypotheses were tested: 

H2. The degree of relative diversity in BoD working experience is positively related to 
the company’s return on sales. 

H3. More successful companies are more demanding about the relative diversity of board 
working experience. 

The data analyzed is cross-sectional; data was taken from the database of the survey of 
industrial enterprise managers conducted in 2018, supplemented by the financial and economic 
indicators of enterprises. Within the framework of the survey, out of 1716 enterprises, 635 
companies were noted to have BoD. In the survey, managers named groups of influence 
(stakeholders) that have a significant impact on the formation of the council, and also noted the 
directors’ working experience in different structures (see Table 1). 
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The survey data showed that directors with working experience in this enterprise 
predominate in the councils – it was noted by representatives of 504 enterprises out of 602 (33 
respondents found it difficult to answer). In second place is working experience at other 
enterprises in the same industry, in third place is working experience in one’s own group of 
companies. Regarding the number of types of work, more than half of the enterprises have 
directors with only one working experience (348 companies out of 602), another quarter have 
directors with two types of experience. At the same time, out of 155 companies who noted two 
types of working experience, about 40% noted working experience in this enterprise and in 
another enterprise in this industry, 27% noted working experience at this enterprise and in a 
group of companies, almost 15% noted working experience at this enterprise and in another 
industry. In other words, one can see a shift in working experience towards insider experience 
and a low level of diversity of working experience in the BoD of Russian industrial companies. 
The average board had 1.63 types of experience (median 1). 

The types of working experience can be grouped into 4 categories: 1. Insiders (experience 
at the enterprise and in the group of companies); 2. External industrial experience (at another 
enterprise in this industry and in another industry); 3. Experience in government authorities 
(federal, regional and municipal authorities, law enforcement agencies); 4. Organizational 
experience (managerial experience and experience in social, political, scientific and educational 
activities). 

Based on the survey data, three indicators of the diversity of working experience were 
calculated: the number of types of experience in the company’s board of directors, the number of 
experience categories and the diversity index based on the Herfindahl-Hirschman index, referred 
to the number of stakeholders. The diversity index is a more detailed indicator, it takes into 
account the “saturation” of each category, that is the share of the presented experience in this 
category. At the same time, by construction the diversity index takes into account the “bias” 
towards any category of working experience. 
 
Table 1. Collective working experience of board of directors of companies 
 

Working experience type 

Number of working experience type of BoD Total 
numbers of 
enterprises 
* 

1 2 3 4 5 6 7 8 9 

At the enterprise 280 134 72 15 1 1 0 0 1 504/ 83,7 
In the group of companies 22 50 38 11 1 1 0 0 1 124/ 20,6 
At another enterprise in the 
industry 

24 74 60 14 1 1 0 0 1 175/ 29,0 

In another industry 7 33 35 14 2 1 0 0 1 93/ 15,4 
In federal authorities 1 2 8 1 1 0 0 0 1 14/ 2,3 
In regional / municipal 
authorities 

4 1 7 0 1 0 0 0 1 14/ 2,3 

In the law enforcement 
agencies 

0 1 1 0 0 1 0 0 1 4/ 0,01 

In entrepreneurship or other 
business management 

10 12 16 5 2 1 0 0 1 47/ 7,8 

In social, political, scientific 
and educational activities 

0 3 3 0 1 0 0 0 1 8/ 1,3 

Total enterprises that noted 
the number of types of 
experience 

348 155 80 15 2 1 0 0 1 602 

* Note – the numerator is the number of answers, the denominator is the proportion of positive answers, 
% of the total number of certain answers. 
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To test hypothesis H1, a factor analysis of the types of working experience was used. Because 
the variables of working experience are dichotomic, a tetrachoric correlation matrix was used. 
Following the work of [Adams et al., 2018], the iterated principal axis method was used. 
To test hypotheses Н2 and Н3 three types of models were used: 
- linear OLS regression, assessing the relationship between the indicator of the diversity of 

working experience and the deviation of the profitability of sales of an enterprise relative to 
the average level of profitability in the industry. 

- a binary choice model (probit model), in which the dependent variable represented two 
groups: 1, if the profitability of the enterprise is above the industry average, 0 if it is below 
the average. 

- linear OLS regression, in which the dependent variable represented the deviation of the 
profitability of sales from the industry average for two groups of enterprises with values 
above or below the average profitability for the industry. 

As firm-level controls the following variables were used: size of the business (logarithm of the 
number of employees and an ordinal variable of the size of the enterprise), one out of nine 
manufacturing industries, age of the enterprise (quantitative and categorical variables), foreign 
ownership, the number of suppliers and buyers. 
 
Empirical results and conclusions 
The results of factor analysis show that factor loadings are relatively low, as well as cumulative 
explained variation of the data. The Kaiser_Meyer-Olkin (KMO) test is 61%, which indicates the 
applicability of factor analysis, however, the value is small and indicates a “mediocre” 
intercorrelation relationship. Thus, we cannot talk about the existence of unobservable factors 
that lead to the presence of any combination of director experience. Some boards have a large 
number of different types of work, while others, have a small variety of experience. Therefore, 
BoD of companies differ in the degree of diversity of their experience, which is in favor of H1. 
The partial results of the hypothesis H2 and H3 empirical analysis are shown in Table 2. The 
analysis of the OLS regression for the entire sample showed no statistically significant 
relationship between the diversity of working experience and the profitability of companies’ 
sales for all diversity indicators (model M1, only one specification out of three is presented). 
This result can be explained either by the absence of influence of the independent variable in the 
regression or by large standard errors which obscure the effect. 

Since a medium-sized sample is used, it was decided to test the relationship between 
relative indicators of experience diversity and the profitability using the probit model (M2-M4 
models). When analyzing the binary variable of the deviation of the profitability of sales from 
the average for the sector in 2017, the indicators of the diversity of working experience turned 
out to be significant at 1% and 5% levels, which allows us to confirm hypothesis H2. 

Next, we examined the relationship between relative diversity indicator and the deviation 
of return on sales from the industry average. In M5-M8 models working experience diversity 
coefficients were found to be significant at 1% and 10% levels, depending on specification. 
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Table 2. Results of assessing the relationship between working experience diversity indicators and sales 
profitability 
 
Variables OLS Probit models 

М1 М2 М3 М4 
Number of working experience 
types 

 N/I  +**  N/I  N/I 

Number of working experience 
categories 

-0,002  N/I  +***  N/I 

Diversity index  N/I  N/I  N/I  +** 
Foreign ownership -0,266  -*  -**  -* 
Number of suppliers -0,000  +  +  + 
Number of customers  0,000  -  -  - 
Size  0,066  +  +  + 
Industry  Yes**  Yes***  Yes***  Yes*** 
Firm’s age  Yes***  Yes  Yes  Yes 
Number of observations  379  379  379  379 
Log likelihood   -239  -236  -239 
R2 or pseudo-R2  0,049  0,368  0,374  0,366 
Significance  0,346    

Note: *** - p <0.01, ** - p <0.05 and * - p <0.1. The “+” sign means a positive relationship, the “-” sign 
means a negative one. The “N/I” designation indicates that the variable was not included in the 
specification. The constant term has been removed for brevity. 
 
Table 2. continued 
 
Variables OLS – profitability below the 

industry’s average 
OLS – 
profitabilit
y above the 
industry’s 
average 

М5 М6 М7 М8 
Number of working experience 
types 

 N/I -0,337*  N/I  N/I 

Number of working experience 
categories 

-0,667***  N/I -0,672***  N/I 

Diversity index  N/I  N/I  N/I  1,049* 
Foreign ownership  0,180 -0,180 -0,146 -0,517** 
Number of suppliers -0,004  N/I  N/I  N/I 
Number of customers  0,000  0,000  0,000  N/I 
Size -0,076  N/I  N/I  N/I 
Industry  Yes***  Yes***  Yes***  Yes*** 
Firm’s age  Yes  Yes  Yes  Yes 
Number of observations  157  164  164  301 
R2  0,375  0,340  0,357  0,300 
Significance  0,000  0,000  0,000  0,000 
Note: *** - p <0.01, ** - p <0.05 and * - p <0.1. The “+” sign means a positive relationship, the “-” sign 
means a negative one. The “N/I” designation indicates that the variable was not included in the 
specification. The constant term has been removed for brevity. 
 
When considering companies with below the sector average profitability of sales, the variables 
of the number of working experience categories (M5 and M7 models) and the number of 



 

410 
 

experience types (M6 model) turned out to be significant, and the diversity index was found to 
be insignificant in three specifications (not presented). In the latest specification, for a sample of 
companies with above the industry average profitability, on the other hand, the working 
experience diversity index is significant at the 10% level, while the alternative indicators are 
insignificant (not presented). 

Overall, the relationship between the indicator of working experience diversity and the 
profitability of companies is significant and positive for all specifications, which indicates the 
robustness of the results. However, depending on the model, only one or two indicators of 
working experience diversity are significant. For less profitable companies, the number of 
categories of working experience and the number of types of working experience are significant, 
the values of the coefficients are stable for specifications with different numbers of control 
variables. Perhaps this is due to the fact that for less efficient companies, any additional 
experience of directors has a positive effect on profitability. For more profitable companies, the 
index of diversity of working experience of the BoD turned out to be significant, the result is 
also stable when analyzed using different control variables. This may indicate a more demanding 
attitude towards the experience of directors in more efficient companies, that is in more 
profitable companies there is a higher diversity of the experience of directors per one 
stakeholder. This result confirms initial hypothesis H3, since the main task of the councils is to 
take into account the interests of all stakeholders and to find compromise solutions. The more 
different stakeholders a company has, the more tasks the board of directors can face and the 
more directors’ competencies are required. 

Nevertheless, the further investigation is needed due to potential reverse causality and 
endogeneity problems. It is possible that in more effective companies more attention is paid to 
the working experience of board of directors. Similarly, in less profitable companies the board of 
directors’ composition and experience diversity may not be a primary issue, therefore the level of 
diversity is not high. 

The presentation is supported by the 2020 Program for Fundamental Studies at HSE. 
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Abstract: 
This paper investigates the relationships between the CEO’s characteristics and his or her 
opportunistic behavior in the context of current situation with Corona Crisis. Definitely, 
the majority of the investigations are dedicated to the external control mechanisms as the 
main instrument of the corporate governance. But still internal psychological factors are 
not studied enough. Moreover, we have found that the term “opportunism” in the context 
of CEO’s behavior is identified differently by founders, stakeholders and researchers. It 
leads to some misunderstandings and management flops. As a result, we don’t have a 
unified or consolidated methodology of the corporate governance. To fill this gap, we 
propose to investigate this issue by using qualitative and quantitative methods of 
investigation. The results of the research will enrich both theory and practice by extending 
this issue. 

 
Keywords: Corporate Governance, CEO, Opportunistic Behavior, Long Term Orientation. 
 
Introduction 
Concerns about the future of the industrially developed economies manifested themselves 
following the economic crisis connected with the appearance of COVID-19 or Coronavirus all 
around the world. The potential for the emergence of economic instability, inflation, 
unemployment, closing many companies, including international, psychological condition of 
people caused a lot of debates around creating a new model of organizing businesses.  

Nowadays, it is becoming more and more obvious that it is necessary to start rethinking 
the process of implementing R&D, systems of innovations, transformative changes (Schot and 
Steinmueller, 2018), not only for winning the race with competitors, but simply for surviving. 
The same idea was expressed by Hagemeister and Rodríguez-Castellanos, 2019; Kushwaha and 
Rao, 2017; Tsoukas and Mylonopoulos, 2004. It demands a new approach. After  the unexpected 
total stop of all business processes, companies have seen that many casual instruments of 
business do not work. And in some spheres we especially feel the necessity of exceptional 
approaches: Medical Health Care, Educational system, Telecommunicational, agricultural, 
defense, civil engineering works were in danger, but so necessary for all people. Of course, we 
have not mentioned many other areas which just show us the scale of the existing problem. 
Moreover, small business and family firms are in the situation of a deep crisis. In many countries 
such as Spain and Russia this issue is one of the most crucial. And after the lockdown it is 
becoming a real catastrophe.  

Taking into account that this problem is not new for businesses, we must remind that in 
1937 Coase opened ‘a black box’ in which went labor and capital, and out came products 
(Alchian and Woodward, 1988, p. 65) by introducing the idea of transaction costs which became 
one of the greatest challenges for companies. Nowadays, it is a well-known fact that transaction 
costs for companies signify product and goods return, compensation payments, repackaging, 
restocking, reselling, compliance reviewing, etc. Without any doubts, opportunistic behavior also 
needs to be comprehensively addressed (Casas-Arce et al., 2019). 

Literature review shows that very often scholars consider opportunistic behavior as an 
external factor of a company’s existence: it means that the problem of opportunistic behavior is 
normally studied from the perspective of business partners, buyers, customers, suppliers, etc., 
and much less attention is paid to the issues of the corporate governance in this context. Another 
important fact is that the majority of opportunistic behavior papers are qualitative research, thus 
empirical data support is needed.  
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What seems to us less studied is the issue of the managerial and CEOs’ opportunistic 
behavior. Managers and CEOs can try to get their annual bonus by all means, including by 
making opportunistic decisions (and this issue is becoming even more crucial now because the 
situation with the lockdown caused the retrenchments of such payments). For instance, some 
CEO’s and managers can prefer signing those contracts which can have positive consequences in 
the short-term perspective, but without having a positive influence on the companies’ 
performance. But we also know that not only payment can influence CEOs opportunism but 
values, personal characteristics, etc.  

Therefore, the purpose of the current investigation is to research the problem of 
managerial and CEO’s opportunism and propose the mechanisms of opportunistic behavior 
preventing in the case of implementing innovations. And we consider that in the times of the 
worldwide crises caused by COVID-19, discussing the issue of opportunistic costs which are 
normally put in transaction costs or agency costs separately is essential for the corporate 
governance, for KPIs, for a company’s value. 

 
Main body of the paper 

2.1. Opportunism as a managerial category 
One of the first authors who started speaking about opportunism was Williamson (1981). Most 
often opportunism is interconnected with incomplete information or its distortion, with the desire 
to achieve personal aims (Williamson, 1985, p. 47).  

In the companies’ practice scientists normally identify: 
1. Ex-ante opportunism which represents adverse selection. This type of opportunism 

occurs before the contract realization. In this case, the company faces with simulation, deception, 
falsification of the information in the process of the contract terms negotiation.  

2. Ex-post opportunism exists in the form of: 
- ‘moral hazard’ risk (Williamson, 1985, p.47). It appears when one of the agents can not control 
or observe directly the process of the contract realization. 
- ‘hold-up’ risk. Normally it appears if a company invests in specific assets.  

Simon and Williamson added to the issue of opportunism the idea of boundaries which 
limit our behavior – it is called ‘bounded rationality’ (Simon, 1961; Williamson, 1985): bounded 
rationality stresses individuals’ inability to process a lot of information and difficulty in 
assigning probability values to the occurrence of future events. It means that companies can 
imply that their managers and employees will try to make rational decisions but because of the 
imperfect cognitive abilities and imperfect information they will not realize it. Nevertheless, it 
does not mean that businesses have to accept this fact as it is. Vice versa, they have to find 
methods to work with it. Especially because in the situation of big quantity of rent or surplus the 
system of control over opportunistic behavior is not effective. And many of possible 
opportunistic situations or cases are not described in the contract (Grossman and Hart, 1986, p. 
695). 
Barney and Ouchi (1986, p. 439) studied the variety of forms which can be adopted by 
opportunism, and how it can be implemented by the organizational behavior. Anderson claimed 
that opportunism can appear because agents do not have perfect control over the behavior of 
participants of a contract (Anderson, 1988, p. 248). Then, a lot of investigations were dedicated 
to the aspect of contractual relationships (Kirsch, 1997; Eisenhardt, 1985; Ouchi 1980; Klein, 
Crawford, and Alchian, 1978). One of the most important was Alchian and Demsetz’  
investigation of the role of a firm in the process of mitigating opportunistic transaction costs. 
Then it was continued by Bengt Holmström (1979, 1991). In 1992 Klein proved that it is 
impossible to avoid opportunistic behavior. Ghoshal y Moran (1996, p.19) then explained 
opportunism as specific acts of self-interest seeking with guile. Moreover, Collis and 
Montgomery (1998, p. 110) claimed that the existence of agents opportunistic behavior leads to 
the market fail. That is why it will be one of the main factors determining the election of the 
governance structure. This idea was supported by Williamson (1998, p. 98) who said that 
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opportunistic behavior definitely plays the role in the process of choosing the managerial 
structure, and by this companies are able to mitigate effects caused by opportunism. McWilliams 
and Gray (1995) defined the necessity of the terms of the contract election in order to struggle 
with the consequences of opportunistic behavior.  

A lot of investigations of opportunistic behavior were done in particular aspects: such as 
opportunistic claiming (Khantimirov et al., 2020), opportunistic return behavior in online trading 
(Pei and Paswan, 2018), general return behavior (Petersen and Kumar, 2009; Yan, 2009; Min et 
al. 2006; Jiang and Rosenbloom, 2005), deviant behavior (Mellewigt et al. 2007; Das and Teng, 
1996), merchandise borrowing (Schmidt et al., 1999; King and Dennis, 2006), etc. Some 
scientists also express the idea of controlling ex-ante transaction costs, as a consequence of 
opportunism (Benaroch and Lichtenstein, 2016).  

In the studied literature we identified the following factors leading to the opportunistic 
behavior: 

 Internalization and complexity of this procedure (Ghoshal y Moran, 1996, p.18; 
Anderson, 1998, p.259) 

 Hostages (Alchian y Woodward, 1988, p.74) 
 Marketing environment (Collis and Montgomery, 1998, p. 110). 
 Innovation policy (contraction policy, perceived risk, complexity of procedure, 

transaction costs). (Menguzzato and Renau, 1995, p.12; Williamson, 1993, p. 100; 
Walker and Weber, 1984, p. 373; Klein, Cradword y Alchian, 1978, p. 304-305). 

 Incomplete contracts. It is one of the most influential factors which we should mention in 
the research. As it was stressed by Williamson (1975) and Hart (1988) inter-
organizational contracts are inherently incomplete. In this case opportunism appears 
when a partner finds a loophole in the contractual terms, and it allows “to fulfill the 
contractual obligations in a technical manner, but not in the way that was intended 
(following the letter but not the spirit of the contract)” (Casas-Arce et al., 2019, p. 842). It 
occurs because sometimes characteristics of a product or service or, in our case, 
innovation, are difficult and complex to assess (Susarla and Krishnan, 2015).  

 Team (social and cultural) surrounding (Bowen and Lawler, 1992). It includes 
participatory leadership and teamwork (Hackman and Wageman, 1995), listening and co-
operation (Randolph, 1995), the quality of information exchange, collaborative 
behaviour, and joint decision making (Lubatkin et al., 2006). Norrman (2008) stresses the 
role of cultural surrounding. He proposes the idea of implementing culture and trust as a 
part of company’s strategy which is not new for businesses now. The problem here is 
how to build such a type of corporate culture which will convey non-opportunistic 
behavior and trust. Of course, Managers’, employees’, partners’ characteristics here 
(level of morality, self-monitoring, initiative and imagination, perceived risk) are really 
crucial. 

 Incentives. According to Hornibrook (2007) incentives are able to manage the principal-
agents opportunism. He proposes social and financial incentives. But researchers and 
businesses should take into consideration that they will have different temporal returns:  
financial incentives will have short-term effects, and social incentives will have long-
term effects. Or, in another words, as Fayezi et al. (2012: p. 563) said, “when risk and 
reward appear to be equally balanced.” Or as Ciaran Driver and Maria Joao Coelho 
Guedes (2017) claimed: the higher inappropriate incentives are the more possible 
opportunistic behavior. 
Among theories influenced the development of ‘opportunism’, CEOs’ opportunistic 

behavior and corporate governance we would name those represented in the following picture 
(Figure 1).  
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Figure 1. Theories influenced the development of CEOs’ opportunism, opportunistic behavior and 
corporate governance. 
 
Multifaceted concept of CEO’s opportunism  
The issue of CEO’s opportunism is multi-faceted and sophisticated. And as we have already 
said, it is not new, but, it will never lose its importance and relevance for businesses. Analyzing 
existing investigation, we observe that there are several problems here. One of the most crucial 
issues here is the problem of terminology.  

As we will see in the Figure 2 researchers give different definitions to the term 
‘opportunism’ and it significantly complicates the process of the investigation and solving this 
problem. 

 

 
Figure 2. Multifaceted term ‘CEO’s opportunism. 
 

Because of the difference of opportunism understanding and identification we don’t see 
the whole picture of factors influencing it and we don’t have a unified or consolidated 
methodology of the corporate governance of opportunistic costs caused by CEOs. Nevertheless, 
there are several reasons explaining the necessity of investigating the CEOs behavior. Firstly, 
they have power, influence and a lot of privileges. Secondly, they make the majority of decisions 
interconnected with occurring agency costs. Thirdly, CEOs are normally highly visible, have lots 
of resources, information about all processes. Summing it up, we can say that there unique 
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position in a company obviously allow them to influence the corporate performance and the 
corporate brand. 

 
Conclusions 
We are digging into the problem of CEOs’ opportunism because of its undeniable and huge 
influence a company’s existence which is represented in the Figure 3. 

 
Figure 3. CEOs’ opportunism and its impact on businesses. 
 
Among factors leading to the CEO’s opportunistic behavior we should mention: 

 Self-regarding values. 
 Organizational identification. 
 Shorterism/Longterism. 
 Payment, including pay dispersion between CEO’s and TMT members. 
 CEO tenure. 
 CEO duality. 
 CEO’s collectivism. 
 CEO’s novelty. 
 CEO’s age and education. 
 CEO’s misalignment. 
 CEO’s self-enhancement. 
 Performance feedback.  
 Environmental uncertainty. 

Summing up, we would like to propose the investigation of factors influencing CEO’s 
opportunistic behavior, especially in the times of uncertainty and crises, and its impact on the 
process of the company’s existing and its development.  
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