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Abstract. Infrastructure development must take into account the needs and safety of the people
living around the area where the infrastructure will be built. Kediri is one of the cities in East Java
that has experienced rapid development in the last ten years. The government is the main actor
because the policy on the management of public space is in government agencies. This study aims
to determine the shift in the function of public space and how the interests that exist in it. Using
descriptive qualitative methods with three data collection techniques, namely interviews,
observations and documentation to informants consisting of the Department of Industry and Trade,
the Department of Transportation, Street Vendors, and the general public. The result is a pattern of
shifting the function of public space in the City of Kediri, consisting of three, namely the shift of the
function of the sidewalk to a trading area, the shift of the function of the road to a parking area, the
shift of the function of convenience to fulfillment of needs. In addition, there are three types of
stakeholders that have been identified, namely key, primary and secondary.

Keywords: public space, stakeholders, privatization
JEL Classification: R32, R53, R58
INTRODUCTION

The administration of public space is indeed the responsibility of the government, the goal is
that the function of the public space can reach the recipient, namely the public (the wider
community) (Ningtyas, 2019). The existence of infrastructure development and all the impacts it
causes, seems to increasingly shift the function of the public space itself. This is where the
government does not realize that the implementation and maintenance of public space according to
its function will make the interests of the public more realized. Kohn (2004) defines a public space
as a state-owned site, open to everyone, and which encourages social interaction between its users.
Carr et al. (1992) also defines public space as a place that is open and accessible to the public that
facilitates vital activities for community development. So that the public space itself is an important
part in efforts to build a society, both physically and non-physically.

Infrastructure development must consider the needs and safety of the people living around the
area where the infrastructure will be built, so that the development of friendly and sustainable
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settlements can be realized. Kediri is one of the cities in East Java that has experienced rapid
development in the last ten years. Investment is an important part in increasing economic
development in an area, as well as in the City of Kediri. The growth in investment and in the
economy, which can be seen from the rapid development of infrastructure, especially for the public,
is a proud achievement.

The governance of this area becomes a serious concern when the community is increasingly
accommodated or not accommodated for its interests and needs in the city. Therefore, the
government needs to strive so that public space remains in accordance with its function without
disturbing the growth and development of the city area itself.

In a period of 5 years, from 2016 to 2020, it was found that there was a significant increase in
the number of trading facilities in Kediri City. This indicates the various possibilities and impacts
caused by an increase in trading facilities. The economic impact is one of the most visible of the
development of these trading facilities. In addition, there are problems that arise, namely there are
still street vendors whose existence is in public spaces, the existing street vendors have not been
organized (Barenlitbang, 2018).

The government is the main actor because the policy on the management of public space is in
government agencies. Apart from that, the government and all elements including the community
also have a responsibility to ensure that urban development is in accordance with the needs of the
community. As regulated in Law no. 26 of 2007 concerning Spatial Planning Article 1, in which it
states that each region has the authority to compile and regulate the implementation of spatial
planning. This proves that all elements are an important part in the development of spatial planning
in the region.

According to Jacinta Francis at all (2012) explained that public space is basically indispensable
by the community to create a sense of togetherness and indeed public space exists because it is
interrelated. In addition, there must be a guarantee of the quality of the public space which is
realized through government policies. Finally, public space is provided by the government as a
forum for the community's need for public space itself. The second article is from Dini Tri
Hariyanti (Master Thesis, 2008), which describes the pattern of utilization of public open space to
serve as the basis for the plan to develop a public space area in Semarang City. Subsequent research
entitled The role of stakeholders in the implementation of the conservation village model in Mount
Rinjani National Park by Andi et al (2017) which describes collaboration to develop a conservation
park in which the national park as public space is studied.

The explanation describes the focus of the problem of this research, namely the privatization of
public space by analyzing using the stakeholder analysis method in the City of Kediri. With this
research, it can be seen how public space in the city of Kediri is, its use, shifts in the function of
public space, and how the interests that exist in it.

LITERATURE REVIEW

Kay and Thompson (1975) state that privatization is a limitation of changing conditions in the
relationship between the government/public sector and the private sector. This change can be seen
through changes in ownership and deregulation of the rules regarding the position of managing
facilities for the public. This can be possible in the form of a monopoly or franchise in activities to
serve the public. In addition, privatization can also be referred to as a form of effort to reduce the
role of the government, so that the private sector can play a more active role in running public
facilities (Savas, 1987). In line with the above limitations, it concludes that privatization is one of
the public policy instruments that can be used to encourage free competition so that it is considered
to reduce the impact of market failure caused by government intervention (Mardjana, 1993).
Santoso (2006) also explains that the privatization of public space can make social problems more
complicated, one of which is about security issues, the existence of exclusive groups. The limited
public space that can be freely accessed by the public makes the public unable to channel their
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positive activities and the aggressiveness of youth which continues to grow, thus creating social
pressure in the midst of the development of privatization of public space.

Carmona (2014) and Kohn (2004) assert that the privatization of public space has a negative
connotation of “political discourse” and promotes social isolation. According to Higgins (2009),
defines privatization as the involvement of the private sector in the provision of services or facilities
which are mostly considered the responsibility of the public sector. Privatization can be in the form
of divestment, but is not limited to diversification of state airlines, trains and telephone services, as
well as other public facilities such as health, education, housing, and public spaces in the form of
shopping centers and paid playgrounds (Kressel, 1998 cited in Nasution and Zahra). , 2011,
McDonald and Ruiters, 2006). Additionally, McDonald and Ruiters, (2006), recognize Public Pivat
Partnership as another means of privatization that is usually adopted by most cities.

According to Huat (1992), there are two types of public space according to its location, namely
out door public space and indoor public space. Outdoor public space means public space that is
located outside the building, such as a field, bicycle path, pedestrian path, open green park. The
second is indoor public space, which is a public space where it is located in a building, such as
shopping centers, office buildings. Tonnelat (2010) argues that the emergence of semi-public spaces
managed by private/public partnerships or entirely private includes the definition of public space, in
particular the definition given by Kohn (2004). Mierzejewska (2011) argues that public space is not
limited to areas captured under the local government umbrella in terms of management and control,
but includes other areas managed by other entities that improve the climate, aesthetics and
landscape of an area.

Moreover, public space from a social perspective refers to a physical place where people from
all walks of life meet and interact with one another (Houssay-Holzschuch, et al., 2009). Socially,
public space must accommodate the multiplicity of uses and countries. The term special quality of
this social public space as "public". In a sociological sense, the question of the design and
application of what public space is and how it is used is paramount (Neal, 2010). Politically, the
public sphere is understood as an abstract space for public debate and reflects the power of people's
political life (Houssay-Holzschuch, et al., 2009). Again, Houssay-Holzschuch, et al. (2009) show
that the strength of democracy, particularly through an inclusive society and citizenship is an
indication of a dynamic public sphere. Also, Neal (2010) and Sheller and Urry (2003) agree that the
public sphere from a political perspective is related to the role of the public sphere in democratic
dispensations, conceptually as a basis for discussion and physically as a place of exclusion or
empowerment.

From a juridical point of view, public space is defined as public land (public land). authorities)
such as roads, squares, parks, and gardens which are included in the domain of government control
(Houssay-Holzschuch, et al., 2009) Public space is a general term consisting of various types of
spaces, both indoors and outdoors in outdoor activities such as: libraries, parks, squares, streets,
playgrounds and community centers (Carr et al., 1992; Dines & Cattell, 2006 in Fredua, A. 2017;
Keller, 2009 cited in Huang, 2014) .

Stakeholders basically have the ability to control and influence the use of economic resources
by the organization. So that stakeholder ownership can determine the strength of stakeholders over
the organization (Ghozali and Chariri, 2007). The success of an organization depends on the
existing stakeholders, and how they carry out their roles. According to Kasali (1994) states that
stakeholders are any group that plays a role in an organization both within the organization or from
outside the organization. According to Ardianto (2008), internal stakeholders include managers,
employees, shareholders, etc., while external stakeholders include users, government, distributors,
media, etc.

According to Maryono (2005) in Handayani (2017) stakeholders consist of three groups,
namely primary, key stakeholders and secondary stakeholders. Primary stakeholders are
stakeholders who are directly affected by these activities. Key stakeholders are those who have
legal authority to regulate these activities, while secondary stakeholders are stakeholders who
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support the course of the activity or activity. Analyzing stakeholders there are two parts, namely
interests and influence. This section is analyzed through four sections, namely subjects, key players,
followers and supporters. Subject to stakeholders means having a high level of interest but has a
low influence. Key Players means that stakeholders have an equally high level of interest and
influence, while followers are stakeholders who have a low level of interest and influence. Finally,
there are supporters, namely stakeholders with a low level of interest but high influence (Reed et al,
2009).

PAPER OBJECTIVE

This article tries to explain the shift in the function of public space in the City of Kediri by
using the concept of the ideal function of public space from Carr et al (1992) and Houssay-
Holzschuch, et al. (2009) which shifted with the privatization according to the concept of Kay and
Thompson (1975), Carmona (2014) and Kohn (2004). In addition, the identified stakeholders in the
privatization process according to Maryono (2005) and Reed et al (2009). The theoretical discourse
is used to map a path in explaining the research focus in this article.

METHODOLOGY

Considering the problem and research focus, this research uses a qualitative method with a case
study approach. Qualitative research was chosen because in this study it cannot be answered using
statistical procedures (Straus, 1997). The purpose of this study is to describe the privatization of
public space in shifting the function of public space by using stakeholder analysis. In this study,
data collection was carried out by means of both structured and unstructured interviews with
managers of public spaces, business actors around public spaces and the government of Kediri City
for planning and urban planning development as well as income, especially in public spaces and
other stakeholders who later will be identified after research observations in the field. Observations
are carried out by collecting data through observing phenomena that occur and recording these
observations. (Usman, 1998). In this study, observations were made by observing activities in the
public space by identifying the shift in function from public to private. Our document research was
carried out at the Department of Industry and Trade, the Department of Transportation, and PD
Pasar Joyoboyo.

RESULT AND DISCUSSION

1. The Shifting Pattern of Public Space Functions in the City of Kediri

Privatization is a concept that is not foreign to the administration of government, because it is
one of the important developments in the management of government institutions. Kay and
Thompson (1975) in Dwijowijoto, et al (2008) state that privatization is a limitation on changing
conditions in the relationship between the government/public sector and the private sector. This
study provides an overview of how privatization functions in the public sphere so that its
implementation can be carried out by the private sector, in this case the majority of which are
traders. It is not a bad thing when the private sector is involved in the administration of government,
especially in utilizing public facilities for the welfare of the community. As stated by Savas (1987)
that is a form of effort to reduce the role of government so that the private sector can play a more
active role in running public facilities.

Privatization itself is a form of depiction of the involvement of the private sector related to how
to provide services to the community in accordance with their expectations (Higgins, 2009). These
services are formed through a pattern of productive relationships in the context of privatization such
as the one in the City of Kediri. This fact also illustrates that not only state airlines with
transportation services or other public facilities, but health, education, housing or children's
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playgrounds can be managed by the private sector and require costs to gain access (Kressel, 1998 in
Nasution). and Zahra, 2011; McDonald and Ruiters, 2012). In the city of Kediri, the concept of
privatization exists in the implementation of public services, one of which is the use of roads and
sidewalks for road users. Privatization itself highlights the role of the private sector in it so that it
has an impact on both road users and other communities. Many things can be obtained from the
privatization carried out in public spaces, from positive and negative impacts. There is a positive
impact on the management of the facility itself so that the quality of service can be provided with
the standards that exist in the private sector, of course also better than the public.

In addition to having a positive impact, the development of private sector involvement can also
cause its own problems in the public sphere. This is also expressed by Santoso (2006) also that the
privatization of public space can make social problems more complicated, one of which is about
security issues, the existence of exclusive groups. Privatization in public space provides a form of
understanding that is quite negative in society, especially from a political perspective because it
relates to individualism forms of social activity (Carmona, 2008; Kohn, 2004). The shift in the
function of public space is one of the problems that arise as a result of the inclusion of the private
sector in the management and utilization of public space itself. The following is a shift in the
function of public space in the City of Kediri.

a. The Turning of the Sidewalk Function into a Trading Area

Public space is a place where people carry out joint activities for a normal and sustainable life.
However, from time to time the function of public space has shifted. The first shift in function is the
shift in the function of the sidewalk to a trading area. Street vendors on the sidewalks and in various
areas in the City of Kediri have changed the function of the sidewalk for walking into a trading
area. The shift in the function of this public space from its use to a requirement of the public space
itself must be considered in carrying out its functions. McDonald and Ruiters (2012) also argue that
Public Private Partnership is another form of privatization that is applied by various regions. Their
opinion illustrates that privatization is carried out with the implementation of management functions
that are applied in government organizations. The city of Kediri has also been colored by the
concept of this Public Private Partnership, it can be seen from the number of road users who do not
pay attention to the main interests of other users. They sell, park and do other activities on the
sidewalks so that their functions are not as they should be. In the implementation of the Public
Private Partnership, management functions are also carried out which are realized by the existence
of a work contract between the public and private sectors so that they can manage public facilities
and services in accordance with private principles. This is also done by traders who are on the
sidewalk by making an agreement either by the association, the owner of the house or someone who
is considered authorized.

According to Carr (1992) it is stated that a public space must meet the conditions, one of which
is democratic, namely that all users can be protected from the fulfililment of their rights from
existing ownership. This is because people still have to live side by side with each other. The
fulfillment of their rights from existing ownership is a form of the concept of justice that is brought
in the public space, that anyone who uses the public space must pay attention to this concept of
justice, lest individuals who use public space put forward egocentricity so that they do not pay
attention to the use rights for others.

According to Chua, B. H., & Edwards, N. (1992), there are two types of public space according
to its location, namely out door public space and indoor public space. Outdoor public space means
public space that is located outside the building, such as a field, bicycle path, pedestrian path, open
green park. So that the pedestrian path or commonly referred to as the sidewalk is part of the public
space that must be used for the public interest. The main pedestrian users are pedestrians because
the function of the sidewalk itself is an area for walking. But when the sidewalk is used for other
people’s interests besides walking, this may be allowed as long as it doesn't interfere. But this is
contrary to what has been revealed in the research findings that the use of the sidewalk function for
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trading is very disturbing to other sidewalk users, especially pedestrians. So of course the
government and other stakeholders must be able to provide an open and comprehensive view
regarding the use of the sidewalk public space itself.

If this democratic principle is implemented, a middle path may be taken in the use of sidewalks,
for example regarding the division of time when it is used for trade and when for pedestrians. Of
course, this solution cannot be solely to avoid conflicts about the function of this public space.
However, a solution that should involve all stakeholders so that the principle of justice in the public
sphere emerges must be formulated and agreed upon together. However, this justice must be
obtained by all elements of society without exception, so that an open and effective form of
communication is needed with all stakeholders. Communication and negotiation are an important
part of building fairness in the use of public space.

b. The Switching of Road Functions to Parking Areas

The second shift is the shifting of the function of the road into a parking area. In addition to
causing traffic jams if there are crowds, illegal parking that arises from the presence of these traders
makes road users who drive also experience problems using the road. The illegal parking is not only
around the merchants but also in schools that are crowded with parking lots that take up the road.
So it is necessary to study schools that have the potential to cause congestion to find solutions so as
not to hinder and eliminate the principle of justice for all road users.

Tonnelat (2010) argues that the emergence of semi-public spaces managed by private/public
partnerships or entirely private includes the definition of public space, in particular the definition
given by Kohn (2004). For road users in the City of Kediri who often feel disturbed by the existence
of illegal parking, it can be illustrated that illegal parking, both managed by private institutions and
personally as part of the private sector, creates injustice in public spaces. How not, motorists who
should be able to use the road to their fullest share with people who are looking for income or profit
from it. The disadvantaged party is road users who become permissive with parking even though it
is very disturbing and detrimental. It can be concluded that justice in the use of public space has not
been fulfilled. Meanwhile, democracy in the public sphere, which means that all users can be
protected for the fulfillment of their rights from existing ownership, must remain focused because
the community still has to live side by side with one another (Carr, 1992). Road users in the city of
Kediri, both in market areas and in shopping areas with dense parking lots and schools with dense
parking spaces provide a form of illustration that many do not get justice in the use of the road
itself.

Basically road users use it as part of the means of transportation with indeed the main function
is for transportation but the need for land is increasing, while the existing land is getting thinner.
This makes illegal parking grow on the side of the road to eat up the road so that road users are
disturbed in transportation. Not infrequently this also causes conflicts between road users
themselves, so of course when there is a conflict, the principle of justice is not fulfilled in the public
sphere.

There is an increasing need for parking lots, making it a problem that must be immediately
resolved by the government, of course, and the parties involved. So that illegal parking does not
grow on many sides of the road which disturbs other users. It is necessary to pay more attention to
the construction of buildings and the permits for buildings that are used for the public who must pay
attention to how the parking system is. This is done to reduce the use of the road as parking because
it has been provided by the public place. One of them is a school or a shop, so when the government
issues an operating permit, it should consider the parking area so as not to cause problems about
parking in the future.

In principle, the shift in the function of the road as a parking lot is a serious problem that must
be immediately addressed by the government and in collaboration with relevant stakeholders. One
of the solutions offered in this research is to make regulations related to the operating licensing
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requirements of a public institution, one of which includes a parking area as a condition for the
permit. this is done to create a fair public space for all people in the city of Kediri.

c. The Switching of Convenience Functions to Fulfillment of Needs

Public space from a social perspective refers to a physical place where people from all walks of
life meet and interact with one another (Houssay-Holzschuch, et al., 2009). The third shift in
function is the function of convenience into meeting needs. Convenience which should be the main
thing in the use of public space functions has become a right that is not too concerned because it has
shifted to meeting needs. This need is for users, both sellers and buyers, or users of the sidewalk or
the road itself.

Carr (1992) states that the requirement for a good public space is to fulfill the responsive
element of users, which can be served according to what they need when using public space. This is
related to the needs of the community itself whether related to material or non-material satisfaction,
comfort or the achievement of the required activities. The requirement for public space regarding
this need creates its own paradox for the function of the public space itself. Must prioritize the
comfort of the community but must also pay attention to the needs and satisfaction of others.
Meanwhile, in the public space, comfort is identified with things that are clear, both physically and
in terms of meaning.

The comfort was built by the community with the concept of a clean, quiet public space, and in
accordance with what has been made normatively. Likewise in the City of Kediri, that most
respondents identify comfort as something that has been regulated and is ideal according to the
normative. But the need itself is something subjective, because the needs of society are certainly
different for each individual. When using roads and sidewalks to sell is a form of fulfillment for
traders, but buyers also enjoy buying and selling transactions on the roadside while interacting or
looking around the area. they don't care whether it's jammed or not, whether it's full of traders or
not, whether it's convenient or not. The findings of this study indicate that they enjoy the crowd,
even enjoy and accept each other and show satisfaction in establishing interactions.

In addition to the responsive element that must be fulfilled in the public space, there is also a
meaningful element in the public space, meaning that the public space itself can be a means to
strengthen human relations so that socio-cultural and historical conditions can create a good
relationship. This is a reinforcement that the form of meeting each other's needs is an interaction
that is indeed desired by both parties and has been agreed upon. In addition, it can make a public
space in the form of crowds on the sidewalks because many traders and their merchandise are
enjoyed by the community so that they are still growing and developing.

The explanation above illustrates that the shift in the function of public space in the City of
Kediri is not entirely bad. But there are parts that must be developed because they have great
potential to be desired and responded well by the people of the City of Kediri.

2. Involvement of Stakeholders in Shifting the Functions of Public Spaces in the City of
Kediri

Mierzejewska (2011) argues that public space is not limited to areas captured under the local
government umbrella in terms of management and control, but includes other areas managed by
other entities that improve the climate, aesthetics and landscape of an area. This manager is one of
the stakeholders in the public space. Stakeholders in the public sphere, of course, the most
important are the users themselves and managers. Stakeholders are stakeholders, in this study are
the government, traders, associations and the community. According to Maryono (2005) in
Handayani (2017) stakeholders consist of three groups, namely primary, key stakeholders and
secondary stakeholders. Primary stakeholders are stakeholders who are directly affected by these
activities. Key stakeholders are those who have legal authority to regulate these activities, while
secondary stakeholders are stakeholders who support the course of the activity or activity.
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In this research, stakeholders are identified according to their influence and importance. The
following is the identification of stakeholders in the shift in the function of public space in the City

of Kediri.

Institutions

Stakeholder Identification

Elements

1 Department of Government

Industry and
Commerce

2 Department of = Government

Transportation

3 Civil service
police Unit

4 Central
Market
Regional
Company

5 Street vendors

6 Market
Officer

7 Shop owner

8 Association

9 Road users

10 | Sidewalk
Users
11  Police

Government

Government

Private
Government

Private
Public

Public

Public

Government

Source: Own compilation

Influence

Registering street
vendors

Controlling street
vendors

Give a street vendor
permit

Making rules about the
operation  of  street
vendors

Discipline road users
Controlling street
vendors who  have
conflicts on the road
Making rules about
traffic

Controlling street
vendors

Give warnings about

rules and order to street
vendors

Making rules
market operations
Bringing order to traders
in the market
Manage
operations
capital
Advocacy

about

market

Criticize service
providers
Criticize
providers
Handling merchant
conflicts or the use of

public space

service

Interest Type
Duties of the
Organization

Duties of the
Organization

Duties of the
Organization

Duties of the
Organization

Economy
Duties of the
Organization
Economy
Trader
control
Public space
users

Public space
users

Duties of the
Organization

Table 1

Type
Key

Key

Key

Key

Primary
Secondary

Primary
Secondary

Primary
Primary

Secondary
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In the table above, it can be seen that there are three types of stakeholders that have been
identified, namely key, primary and secondary. Key stakeholders are those who have the authority
to make policies regarding shifts in the function of public space, namely Department of Industry
and Commerce, Department of Transportation, Civil service police Unit and Central Market
Regional Company. The stakeholders consist of government, private and community elements. The
involvement of the three stakeholders in the shift in the function of the public space can be seen
through the interests and influences that are part of the identification of stakeholders.

All stakeholders should be able to work together to solve the problem of shifting the function of
the public space. So that a form of sustainable cooperation can be carried out in the concept of good
governance. This is done, there are three main elements in good governance that are included in the
shifting stakeholder function of the public space. Of course, this can be a great opportunity to build
an effective city planning with the principles of good governance in the City of Kediri.

CONCLUSSION

1. The pattern of shifting the function of public space in the City of Kediri consists of three,
namely the shift of the function of the sidewalk to a trading area, the shift of the function of the road
to a parking area, the shift of the function of convenience to fulfillment of needs. These three shift
patterns make the main elements of public space to be considered in their use, namely responsive,
democratic and meaningfull.

2. There are three types of stakeholders that have been identified, namely key, primary and
secondary. Key stakeholders are those who have the authority to make policies regarding shifts in
the function of public space, namely Department of Industry and Commerce, Department of
Transportation, Civil service police Unit and Central Market Regional Company. The stakeholders
consist of government, private and community elements. The involvement of the three stakeholders
in the shift in the function of the public space can be seen through the interests and influences that
are part of the identification of stakeholders
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NPUBATHU3ALISA TPOMA/ICEKOI'O IIPOCTOPY: AHAJII3 3AIIIKABJIEHMX CTOPIH
Y 3MIHI ®YHKLIi TPOMAJICHKOT'O MPOCTOPY HA MPUKJIAII MICTA
KEJIMPI, IHAOHE3IS

Trimurti Ningtyas Siti Amanah
Institut Agama Islam Negeri Kediri, East Institut Agama Islam Negeri Kediri, East
Java, Indonesia Java, Indonesia

IIpu po3BUTKY 1H(GPACTPYKTYpH HEOOXITHO BPAaxOBYBaTH NOTpeOM Ta Oe3meKky JrojeH, sKi
MEIIKAITh HABKOJIO pailioHy, ne Oyne moOyaoBaHa iHppacTpykTypa. Kenipi - ogne 3 mict CxigHol
SBu, ke nepexuBae OypXJMBUN PO3BUTOK B OCTAaHHI JIECATH POKIB. YPSJI € TOJIOBHOIO JI1HOBOIO
0c00010, OCKUIBKHM TOJIITUKA YIPABIiHHSA TPOMAJCBKUM MPOCTOPOM IepedyBae y JepKaBHUX
ycTaHoBax. Mera [JaHOTO JOCHIJKEHHS — BU3HAYUTH, K 3MIHWIAcAd (QYHKIIS CYCIIJIBHOTO
MPOCTOPY Ta SIK 3MIHWJINCS IHTEPECH, 110 ICHYIOTh Y HbOMY.

BukopucTtoBytoun OMHCOBUHM SIKICHUM METOJ 13 TphOMa METOJaMu 300py JaHHUX, a caMe
IHTEpB'I0, CIIOCTEPEXKEHHS Ta JOKYMEHTYBaHHs 1H(OpPMaHTIB, IO CKJIAAa0Thes 3 JlemapramMeHTy
IIPOMUCJIOBOCTI Ta TOpPriBii, JlemapraMeHTy TpaHCHOPTY, BYJMYHMX TOPIOBLIB Ta IIMPOKOTO
3araiy.

B pesynbrari Oyno BUSBIEHO MOJAENb 3MIIIEHHS (DYHKLIA IpOMaJChbKOro MPOCTOPY B MICTI
Kenipi, mo ckimamaeTbes 3 TpbOX, a came: 3cyB (PYHKIIT TpOTyapy Ha TOProBY 30HY, 3CyB (DyHKIIT
JIOPOTH Ha MapKyBaHHS, 3CyB (PYHKIII 3pydyHOCTI Ha 3ajoBojieHHS mnoTtped. Kpim Ttoro, Oymno
BUJIUJIEHO TPU THIM 3aI[iKaBJICHUX CTOPiH, a cCaMe KJII0YOBi, IEPBUHHI Ta BTOPUHHI.

Kuro4oBi ciioBa: rpomMaachKuil mpocTip, CTEUKXOIAEPH, TIPUBATH3ALIISA
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IMPUBATU3AIUA OBIHECTBEHHOTI'O ITPOCTPAHCTBA: AHAJIN3
3AUHTEPECOBAHHBIX CTOPOH B UBMEHEHUU ®YHKIIUU OBINECTBEHHOT' O
ITPOCTPAHCTBA HA ITPUMEPE I'OPOJA KEJUPU, MTHIOHE3UA

Trimurti Ningtyas Siti Amanah
Institut Agama Islam Negeri Kediri, East Institut Agama Islam Negeri Kediri, East
Java, Indonesia Java, Indonesia

IIpu pa3BuTMH HHPPACTPYKTYPHl HEOOXOIUMO YUUTHIBATh MOTPEOHOCTH U OE30I1aCHOCTh
JIOCH, KUBYIIMX BOKpPYr paiioHa, rae Oyzaer moctpoeHa MH(pacTpykrypa. Kemwpu - oaumH u3
roposoB Boctounoil SIBbI, KOTOpBIM nepexkuBaeT OypHOE pa3BUTHUE B IOCIEIHHE IECSTh JET.
[IpaBUTENBCTBO SABISAETCA IVIABHBIM JEHCTBYIOIIMM JIMIIOM, IOCKOJIBKY ITOJIMTHKA YIIPaBICHUS
OOIIIECTBEHHBIM IPOCTPAHCTBOM HAaXOJIUTCS B IOCYNApCTBEHHBIX YyupekaeHusx. Llenb naHHOrO
UCCIICIOBAHMSI - ONPEICNIUTh, KaK HM3MEHWIACh (DYHKIUS OOIIECTBEHHOTO MPOCTPAHCTBA M Kak
MU3MEHUIINCh UHTEPECHI, CYILECTBYIOUIME B HEM. MCnob3ys onucaTeabHblii Ka4Y€CTBEHHBIN METO €
TpeMs Merogamu cOopa IaHHBIX, a MMEHHO HWHTEPBBIO, HAONIONEHUS M JOKYMEHTHPOBAHHE
MH(GOPMAHTOB, COCTOSIIMX M3 JlemapTameHTa HPOMBIIIJIEHHOCTH W TOProBiu, JlemaprameHTa
TPaAHCIOPTA, YJIWYHBIX TOPIOBLEB M IIMPOKOW 0OILIECTBEHHOCTU. B pe3ynbrare Oblia BbISBIECHA
MoOJIeJIb CMelleHHsT (PyHKIMI 001ecTBEHHOro MpocTpaHcTBa B ropoae Keaupu, cocrosinas u3 Tpex,
a UMEHHO: CMeIIeHHe (YHKIUH TpOTyapa Ha TOPTOBYIO 30HY, CMENICHHWE (DYHKIMH JOPOTH Ha
MapKOBKY, cMelleHne (GyHKLUUU yI00CTBa Ha yJOBJIETBOpeHUe norpedHoctei. Kpome Toro, Obuiu
BBIJICJICHBI TPU THUIIA 3AaUHTEPECOBAHHBIX CTOPOH, @ UMEHHO KJIFOUYEBBIE, IEPBUYHBIE U BTOPUYHBIE.

KiaroueBble cioBa: O6H.[€CTBCHHO€ IpOoCTPaHCTBO, CTGfIKXOJ'I,I[@pLI, IIpUBaTHU3alUA
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Abstract. The strategy of organizational development of the enterprise provides on the basis
of the analysis of internal possibilities of the enterprise and an estimation of changes of the
international environment of formation of a trajectory of development which provides adaptation to
operating conditions; integration of divisions and business processes to achieve development
indicators, substantiation of effective organizational structure, choice of organizational and legal
form of business, optimization of business processes, interaction of the enterprise with components
of the international environment. The aim of the study is to improve the methodological approach to
the formation of organizational development strategy of the enterprise in the context of changes in
the international environment based on assessing the current state of the enterprise and strategic
guidelines for its development. Methodical tools are presented by methods of analysis and
synthesis, comparison, matrix method, and generalization. The study formed a procedure for
developing a strategy for organizational development of the enterprise, which consists of five
consecutive actions. Based on the comparison of organizational development strategies, alternative
strategic ways of development were formed. The matrix of choice of strategy of organizational
development of the enterprise in the context of changes of the international environment which
provides a choice of a direction of realization of the chosen trajectory of development was offered.
The scientific significance of the study is to improve the methodological approach to the formation
of organizational development strategy of the enterprise. Recommendations for developing an
organizational development strategy in the context of changes in the international environment are
of practical importance.

Key words: strategy, organizational development, international environment, forms of
business organization, strategy of organizational development of the enterprise.

JEL Classification F23, L1, L22, M16

INTRODUCTION

In an international environment, the enterprise operates in more unpredictable and complex
conditions. Effective activities are provided by constructively developed and implemented

organizational development strategies that take into account potential development opportunities,
determining the benchmarks. Insufficient justification of the choice of organizational development

20
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strategy contributes to unprofitable activities, unforeseen losses, which slows down sustainable
development. That is why the methodological approach to developing a strategy for organizational
development of the enterprise in the context of changes in the international environment requires
significant attention. The development and implementation of an effective organizational
development strategy requires a methodology that would provide an opportunity to conduct a
strategic analysis of the enterprise in order to determine the effectiveness of the existing strategy
and identify problems with the functioning of the enterprise; to form possible strategic alternatives;
justify the choice of the optimal organizational strategy and directions of its implementation;
evaluate the results obtained according to the agreed criteria in terms of competitiveness, customer
loyalty, profitability, ease of doing business, etc.

LITERATURE REVIEW

Issues of strategic planning, namely the development and implementation of strategies are
quite common among foreign and domestic researchers. Scientists who have studied the problems
of formation and justification of enterprise development strategies are Agyapong and Acquaah
(2021), Ahmadi et al. (2020), Amatori and Colli (2007), Choi and Kim (2020), Contractor and
Kundu (1998), Da Silva Lopes et al. (2019), Kun (2021), Latysheva et al. (2021), Oncioiu et al.
(2021), Pan et al. (2016), Parkhomenko (2020), Romelaer and Beddi (2015), Shirodkar and Shete
(2022) and others. The study proves that there is no single approach to monitoring the evaluation
criteria or the list of indicators that are the basis for choosing an organizational strategy for
enterprise development. It is determined that the result of choosing a certain organizational strategy
of enterprise development is based on the use of a set of methods, namely expert evaluation of
certain indicators of enterprise activity, SWOT and PESTLE analysis, matrix methods of choosing
strategies according to certain evaluation criteria. The basis for choosing an organizational strategy
is a comprehensive study of the effectiveness of the enterprise in production, technological and
property, personnel, social, financial, material, supply, marketing, foreign trade indicators, which
assess the potential of the enterprise, its competitiveness, investment attractiveness,
competitiveness, market opportunities, adaptability, product quality, financial stability, profitability
etc. In addition, the assessment of the international environment allows to determine the
attractiveness of the market, the capabilities of suppliers and consumers, the behavior of
competitors in the market and so on. Therefore, the urgent issue is the formation of methodological
support for the development of organizational strategy of the enterprise, which would ensure the
process of finding rational directions of operation and new opportunities for the enterprise in the
international environment.

PAPER OBJECTIVE

The main purpose of the study is to improve the methodological approach to the formation of
organizational development strategy in the context of changes in the international environment
based on assessing the current state of the enterprise and strategic guidelines for its development.
The objectives of the study are to improve the methodological approach to the formation of
organizational development strategy, comparison of organizational development strategies,
development of a matrix of choice of organizational development strategy of the enterprise in the
context of changes in the international environment.

METHODOLOGY
Procedural and situational approaches were used in the research process. In forming a

methodological approach to the formation of organizational development strategy and determining
the development procedure used methods of analysis and synthesis, to determine the features of
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organizational development strategies of the enterprise is the method of comparison, to choose the
strategy of organizational development in the context of international environment is matrix
method, to form a general conclusion about the prospects of enterprise development in the
international environment is method of generalization.

RESULT AND DISCUSSION

A well-founded and detailed strategy of enterprise development allows to increase the
performance of its operation, ensure reliability and solvency, ability to adapt and flexibly adapt to
changes in the international environment, create and maintain competitive advantages in foreign
markets. Thus, the formation of the procedure for developing a strategy of organizational
development will conceptually substantiate the strategic model of enterprise development and
ensure its adaptation to changes in the international environment. The choice of tools for the
development and implementation of organizational development strategy will ensure the dynamic
functioning of the enterprise and the planned results. The formation of the strategy of organizational
development of the enterprise in the context of changes in the international environment is a process
of finding the most rational directions of operation, finding new opportunities to ensure competitive
advantage and the desired position in the market. Methodological support for the formation of
organizational development strategy in the context of changes in the international environment are
presented in table 1.

Table 1
Methodical approach to the formation of the strategy of organizational development of the
enterprise in the context of changes in the international environment

Task Methods, tools and Result
approaches
Strategic analysis of | Express-analysis, expert | Identification of strategic
enterprise development assessments, assessments | opportunities for enterprise
of causal chains of | development in the context of
enterprise  development, | changes in  the international
SPACE-analysis, SWOT- | environment, the effectiveness of
analysis, etc. strategy, resource adequacy;

determination of indicators of stable
development of the enterprise

Formation of alternative Matrix methods, etc. Formation of a set of typical

strategies of organizational alternative strategies for

development organizational development of the
enterprise

Choice of organizational = Method of analysis of

hierarchies,

Rationale for choosing the strategy

development strategy

Determining the areas of
implementation of
organizational development

strategy
Evaluating the effectiveness
of organizational

development strategy in the

context of changes in the

international environment
Source: own study

expert
methods, ranking, scenario
forecasting, etc.
Internal development,
external development,
partnership, etc.

Criteria approach to the
chosen strategy, methods
of financial and economic
analysis, etc.

of organizational development of the
enterprise in the context of changes
in the international environment
Creating a business model of
sustainable development of the
enterprise in the context of changes
in the international environment
Adjustment and adaptation of the
strategy of organizational
development of the enterprise in case
of changes in the international
environment.
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Thus, the methodological approach to the formation of organizational development strategy in
the context of changes in international support takes into account the analysis of both internal
capabilities of the enterprise and changes in the international environment, which ensures its faster
adaptation to operating conditions and changes; integration of structures, divisions and business
processes to achieve the planned development indicators. Strategies of organizational development
of the enterprise are mainly focused on the formation of an effective organizational structure, the
choice of organizational and legal form of business, optimization of business processes, the use of
effective ways of interaction with the international environment and more. In the table 2 in order to
form alternative strategies of organizational development provides a comparison of the main
strategies of organizational development.

Thus, in the case of a stable international environment and sustainable development of the
enterprise, the overall strategy of organizational development is a strategy of stabilization or
without change; in the case of constant changes in the international environment, innovative
development of the enterprise, taking into account national and global trends, the growth strategy
and its varieties are effective for application; in a situation of negative trends in the development of
both enterprises and the international environment, a reduction strategy will be favorable.

We will form a matrix for choosing the type of organizational development strategy, which
will take into account the overall development strategy, the current state of the enterprise, the
presence of changes in the international environment, determining the necessary organizational
changes that are appropriate in its implementation. Thus, the current state of the enterprise can be
characterized by three types of starting positions for development: low level of efficiency is
defensive position; intermediate level is offensive position; high level is neutral position. The
choice of strategic alternatives for enterprise development is made by correlating the positions of
the current state and general strategies for the development of business systems (Fig. 1).

The current state of the enterprise
Absolutely stable Normal (active Unstable Crisis (passive- Critical
(neutral position) offensive position) (offensive offensive, (defensive
position) defensive position)
position)
Strategy for creating a | Strategy for creating Integrated Strategy of -
s strategic alliance network structures | growth strategy | holding positions
§ g % (full market and diversification (market
8O3 expansion) (selective market protection,
17 expansion) capacity support)
= Diversification External growth Concentrated Integration -
g 5 strategies strategies growth strategy strategies
SR = (consolidation of (entering new scales (activity reform,
> %‘ £ leadership status, of activity, integration
T E = entering the global reorganization and processes)
2 m market) development of
= cooperation)
§ Outsourcing strategy Internal growth Reduction Reduction Curtailment
S S > | (risk minimization) strategy (capacity strategy strategy (search strategy
EB I building) (quality for new (business
P B S improvement, opportunities) | liquidation)
r < efficiency
increase)

Fig. 1. Matrix of choice of strategy of organizational development of the enterprise in the

condition and the general strategies of development

Source: own study

context of changes of the international environment on the basis of a ratio of positions of a current



https://doi.org/10.26661/2522-1566/2022-1/19-02

MANAGEMENT AND ENTREPRENEURSHIP: TRENDS OF DEVELOPMENT
ISSUE 1 (19), 2022

Table 2

Comparative characteristics of organizational development strategies of enterprises

Strategy name

Stabilization
or "'no change"

Internal
growth

External

growth

Strategic
alliance

Network

structures

Outsourcing

Reduction

Special features of the
strategy

The strategy does not
envisage changes in the
organizational structure,
directions of
development and
business processes of
the enterprise

The strategy provides
for the expansion of the
enterprise

The strategy is
implemented  through
acquisitions,  mergers,
integration and

diversification

The strategy involves
interaction between
partners to  achieve

goals, but partners retain
their independence.

The strategy provides

for international
cooperation between
enterprises that have
common economic
interests

The strategy of
attracting external
contractors by
outsourcing the

execution of part or all

of the business
processes

The strategy is based on
downsizing,
reorganization and
bankruptcy

Advantages of
applying the strategy

Insignificant
dependence of the
enterprise on changes
in the international
environment

Concentration of
business,
development of the
internal market,
renewal

Merger of several
enterprises connected
by one or different
spheres of activity

Adaptation in the
external
environment,
changes, high level
of innovation, desire

for cooperation

Ensuring
international
competitiveness,
minimizing resource
costs, adapting to
change

Increasing
international
competitiveness

Crisis situations,
economic downturns,
significant  changes
in the international
environment

Disadvantages
of applying the
strategy

The

inexpediency of
long-term  use
due to the loss
of positions in
the competition

Focus on
international
markets
Availability  of
resources

Communication
problems,
processes of
integration and
disintegration,
resistance to
reorganization
Reluctance to
mutual
coordination

Loss of control
over the actions

of the
outsourcer

Loss of
company

Examples of
companies that
have used the
appropriate strategy
Aircraft production,
educational
institutions,

care,
government

health
self-

Roshen, Shabo
LLC, insurance
companies, banks

Nestle, British
American Tobacco,
Coca-Cola, Berlin-

Chemie, Daimler-
Benz, Chrysler,
Xiaomi, J&Johnson
IBM, Thompson,

Toshiba, Siemens

Sony, Canon,
Michelin, Netfix

IT sector, Ford,
British Petroleum,
Procter & Gambler,
Dell, Exel

Shell Chevron
Ukraine BV, Exxon
Mobil and
Production Ukraine
BV, Wizz Air
Ukraine as closure
of divisions in
Ukraine, Eastman
Kodak

Source: compiled by the author after (Amatori and Colli, 2007; Choi and Kim, 2020;

Parkhomenko, 2020; Romelaer and Beddi, 2015)
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Thus, taking into account the overall strategy of enterprise development and the current state
of development, we can identify 15 quadrants on possible strategic alternatives to organizational
development. It is advisable to determine the current state of the enterprise on the basis of
calculations of an integrated indicator that takes into account not only financial performance, but
also property status, level of innovative development, human resources, market opportunities and
more. The overall development strategy depends on the priority areas of activity formed by the
company's management in the context of changes in the international environment.

Absolutely stable state of the enterprise allows the management either to increase
opportunities at favorable changes of the international environment, or to minimize risks,
considering negative changes. The normal state of development of the enterprise allows to conduct
an active offensive strategy, diversifying areas and areas of activity, creating network structures
with partners, and in case of adverse changes in the international environment, focusing on
domestic growth. Unstable state of the enterprise at favorable changes allows to adhere to strategies
of growth, at unfavorable changes allows to be guided by corresponding reductions. The crisis state
of the enterprise determines the passive-offensive or defensive development strategy, related to the
retention of existing positions, possible integration to strengthen positions or reductions. The
critical state of enterprise development is about errors in the strategic management of enterprise
development, in which case the strategy will be aimed at reducing and if it is impossible to
eliminate the negative changes, aimed at curtailing activities.

CONCLUSION

Thus, improving the methodological approach to the formation of organizational development
strategy allowed to form a procedure for developing organizational development strategy, which
consists of five consecutive actions, namely strategic analysis of enterprise development, formation
of alternative organizational development strategies, choice of organizational development strategy,
organizational development strategies, evaluating the effectiveness of organizational development
strategies in the context of changes in the international environment. The basis for the formation of
strategic alternatives for organizational development of the enterprise was a comparison of
organizational development strategies, which identified features, advantages and disadvantages of
each strategy, as well as to present the successful implementation of these strategies by leading
companies. The choice of strategy is proposed to be carried out on the basis of the formed matrix of
choice of strategy of organizational development of the enterprise in the context of changes of the
international environment which provides definition of a direction of realization of the chosen
trajectory of development.
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®OPMYBAHHS CTPATETTI OPT AHIBAIIIMHOT O PO3BUTKY IIJIPUEMCTBA B
KOHTEKCTI 3MIH MI’KHAPOJHOI'O CEPEJJOBHIIIA

ITapxomenko Harania OsexcanapiBHa
Xapxkiscokuil HayioHanbHuil ekoHomiynuil yHieepcumem imeni Cemena Kysneys,
Xapkie, Ykpaina

Crpareris oprasizalifHOro po3BUTKY MiJNPUEMCTBA Iepefdadae Ha OCHOBI aHaJi3y
BHYTPILIHIX MOXJIMBOCTEH MIANPUEMCTBA Ta OLIHIOBAaHHS 3MIH MDKHApOJHOIO CEpeJOBHINA
(dbopMyBaHHS TpAa€EKTOpii PO3BUTKY, siKa 3a0e3nedye MPUCTOCYBaHHS /10 YMOB (DYHKIIIOHYBaHHS,
IHTETpalio CTPYKTYp, HIAPO3IUIB Ta Oi3HEC-NPOIECIB A JOCATHEHHS MOKa3HHKIB PO3BUTKY,
OOIpyHTYBaHHS [I€BOi OpraHi3aliiHOi CTPYKTYpH, BHOOpY oOpraHizauiiHO-IpaBoBoi (opmu
Oi3Hecy, onTumiszailii Oi3HEC-TPOIeCiB, B3a€MOJIl MIAMPHEMCTBA 13 CKJIAJIOBUMHU MIXKHAPOIHOTO
cepeioBUIAa. MeToro JOCHIKEHHSI € YIOCKOHAJIEHHS METOIMYHOrO MigXoay A0 (opMyBaHHs
CTpaTerii opraHizauiifHoOro po3BUTKY MIANPUEMCTBA B KOHTEKCTI 3MIH MIKHAPOJAHOTO CEPEeIOBHINA
Ha OCHOBI OI[IHIOBaHHS IIOTOYHOT'O CTaHy IMiJIPUEMCTBA Ta CTPATEriuHUX OPIEHTUPIB HOro
po3BUTKY. MeTonnyHuil 1HCTpyMEHTapiil MpeAcTaBIeHUI METOJaMH aHajizy Ta CHHTE3Y,
MOPIBHSHHS, MAaTPUYHUH METOJOM, y3aralbHEHHsAM. B pe3ynbrati nocnimpkeHHS chopMoBaHO
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MPOIIeAYPY PO3POOKH CTpaTerii opraHizamiitHOro po3BUTKY MIANPHEMCTBA, sIKA CKIATAETHCS 3 11 ATH
MOCHiOBHUX dii. Ha OCHOBI TOpPIBHSHHS CTpaTerii OpraHizamiiHOTO PO3BHUTKY C(OPMOBAHO
AbTEPHATHBHI CTPATETiYHI [UIAXH PO3BHUTKY. 3alpoOIOHOBAHO MATPHII0 BHOOPY cTparterii
OpraHizaliifHOrO PO3BUTKY MiJIPUEMCTBA B KOHTEKCTI 3MiH MDKHAPOJHOIO CEPEOBHIIA, SKa
3a0e3nedye BUOIp HampsMmy peaiizailii oOpaHoi Tpaektopii. HaykoBa 3HauymIicTh TOCIHIIKEHHS
MOJISiTa€ B YAOCKOHAJICHHI METOJMYHOTO MiAXoau A0 (opMyBaHHS cTparerii opraHizamiifHOro
PO3BHUTKY TianpueMcTBa. [IpakTHuHe 3HAYEHHS MAlOTh PEKOMEHMAIlli MO0 PO3pOOKU CTpaTerii
OpraHizaliifHOro pO3BUTKY B KOHTEKCTI 3MiH MI>XKHAPOJIHOTO CEPEOBHIIA.

KurouoBi cioBa: crparerisi, opraHizaliiHiii PO3BHTOK, MIKHApOJIHE cepenoBHIle, GpopMu
opranizariii 6i3Hecy, cTpaTerisi OpraHi3aiiHOTO PO3BUTKY MiAIPHEMCTBA.

®OPMHUPOBAHUE CTPATEI'HA OPTAHU3AIITMOHHOTI'O PA3BUTHAA
MNPEANNPUATUA B KOHTEKCTE UBMEHEHUU MEKAYHAPOJHOU CPE/IbI

ITapxomenko Hatajbsi AjlekcaHapoBHa,
Xapvroeckuii Hayuonanvuslid Skonomuueckuil ynugepcumem umerna Cemena Kysuneya,
Xapvkos, Yrkpauna

Crparerusi OpraHu3allMOHHOTO Pa3BUTHUSl MNPEANPUATUS IPEANOJaraeT Ha OCHOBE aHallM3a
BHYTPEHHUX BO3MOXHOCTEH MpEANPUATUS M OLECHKM HW3MEHEHUN MEXIYHApOJHOW Cpelbl
(bopMHpOBATh TPACKTOPHIO Pa3BUTHs, OOECICUMBAIONIYI0 MPHUCIOCOOICHNE K  YCIOBHSIM
(YHKIIMOHUPOBAHUS; OCYLIECTBIATh MHTETPALUIO CTPYKTYP, NOAPa3/IeIeHui 1 OM3HEC-IPOLIECCOB
UL JOCTIDKEHHSI TOKa3zaTellell  pa3BHTHS, OOOCHOBBIBATh HCTOJBb30BaHHE 3¢ (HEKTUBHON
OpPraHU3alMOHHOM  CTPYKTYpbl, BbIOMpaTh OpraHU3alMOHHO-IIPaBOBbIE  (opMbl  OH3Heca,
ONTUMHU3UPOBATh  OM3HEC-TIPOIECCHl M B3aUMOCWCTBUE TPEANPHATHS C  DIEMEHTaMHU
MEeXIyHapoAHOH cpenbl. Llenbro mccnenoBaHus sABISAETCS YCOBEPLICHCTBOBAHME METOAMYECKOIO
MoJX0Aa K (POPMHPOBAHUIO CTPATETUH OPTaHU3ALMOHHOTO PAa3BUTHSA IMPEINPUATHS B KOHTEKCTE
U3MEHEHUN MEXIyHapOAHOM CpeIbl Ha OCHOBE OLIEHKU TEKYIIErO COCTOSHUA MPEINpUATUS U
CTPATETUYECKUX OPHUEHTHPOB €ro pa3BUTHA. MeToIn4Yecknii HMHCTPYMEHTapuil NpeICTaBIICH
METOJAaMU aHalMu3a M CUHTE3a, CPAaBHEHMs, MAaTPUYHBIM METOAOM, oOoOmieHuem. B pesynbrare
UcclenoBaHus copMHUpOBaHa Mpoleaypa pa3pabOTKHU CTPATErMM OPraHU3alMOHHOIO Pa3BUTHUS
NPEANPUATHS, KOTOpas COCTOMT M3 IIATH IIOCJIENOBAaTENbHBIX d3TanoB. Ha ocHOBe cpaBHeHUs
CTpaTeruii OpraHMU3alMOHHOIO Pa3BUTHS C(HOPMHUPOBAHBI AIbTEPHATUBHBIE CTPATETUUYECKUE MYTH
pasBuTHsl. [Ipeanoxkena mMaTpuia BpIOOpa CTpaTeruy OPraHU3alMOHHOTO PAa3BUTHUS MPEIIPUATHS B
KOHTEKCTE W3MEHEHHH MEXIYHapOJHOW cpeibl, KoTopas oOecrneuyuBaeT BHIOOpD HaIpaBlICHUS
peanu3anuu  BbIOpaHHOW TpaekTopuu. HaydHas 3HAuMMOCTh MCCJIEJOBAHUS COCTOUT B
YCOBEpIIEHCTBOBAHUN METOJUYECKOr0 MOoJX0Ja K (POPMUPOBAHUIO CTPATETHH OPraHU3alMOHHOIO
pa3BuTHs npennpuatus. [IpakTuueckoe 3HadYeHHE UMEIOT PEKOMEHAALUH 110 pa3paboTKe cTpaTeruu
OpPraHU3alMOHHOIO Pa3BUTHUS B KOHTEKCTE W3MEHEHNH NHTEPHAIIMOHAIBHOMN CpEe/bl.

KuroueBble ciioBa: cTpaterus, OpraHH3alOHHOE Pa3BUTHE, MEXIYHApOIHAs cpesia, GOopMbI
OpraHM3aly OM3HEeCa, CTPATETUsl OPraHU3AIMOHHOTO PAa3BUTHS PEATIPUSTHS.
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Abstract. Every organization operates in dynamic and volatile environment and for this reason
organizations should adopt the approaches to managing change. This conceptual study presents the
tools for managing changes in the organization. The findings of this study offer a number of
practical implications. It is expected to increase our understanding about the change management
process in organizational context and this study will be of value to the academic researchers and
practitioners. The study may be equally useful to the entrepreneurs who are engaged in initiating
their new businesses.

Key words: change management, organization, literature review
JEL Classification: D21, M10, M19, 033
INTRODUCTION

In an increasingly complex and dynamic business environment, organizations are continually
striving to change and adapt their operations to circumstances as they evolve (Burnes, 2011; Al-
Haddad & Kotnour, 2015). Changes in an organization may be considered as any alteration in
activities. It promotes employee cooperation and organizational efficiency. In any organization,
organizational change enhances leadership branding which increase security and the desired
outcomes of change (Shulga, 2021). According to Kakabadse (1984) change is about renegotiating
certain dominant values and attitudes in the organization in order to introduce new systems.
Doronina (2018) argued that change management boosts employee values. Laughlin (1991)
mentioned that organizational change only occurs when something or someone sparks the change
process by creating some form of ‘disturbance’. The purpose of change is to review and renew
organisation structures and processes (Waterman, 1988). Hayes (2002) also felt that organisations
attempt to make themselves more adoptable by changing their structures, processes and cultures.
Organizations are, therefore, required to make significant investments for implementing various
changes to adapt to the changing context (Errida & Lotfi, 2021). Management specialists define
change management approaches in different ways. However, managing change is a complex
process and risky endeavor (Jacobs et al., 2013). The present study deploys an earnest effort to
revisit the literatures related with change management within organization.
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OBJECTIVE OF THE STUDY

The objective of this paper is to archive change management techniques in organizational
context based on the findings presented in various published research papers on the areas and
propositions presented in various theories related to change management. More specifically, the
present study attempts to define change management approaches and point out the factors
responsible for changes within organization.

METHODOLOGY

This conceptual study is based on various secondary sources of data and applies a desk
review fashion of scholarly pursuit of knowledge. It skimmed relevant literature and explored
theories from published works. It also created references so that it would be beneficial for the
potential researchers in the area of change management.

THE RESEARCH QUESTIONS

The study will seek answers of the following research questions:
In what ways have change management implemented in the organizations? Specifically,
a) How has the organizations adopted changes within the organizations?
b) In what ways is change management linked to the organizational actions?
c) How has change management contributed to amicable solutions within the organizations?

CHANGE MANAGEMENT- NOTEABLE PERSPECTIVES

There is a large body of literature from several disciplines about change management and what
makes it succeed (Teczke et al., 2017). Change management is defined as the process of continually
renewing an organization's direction, structure, and capabilities to serve the ever-changing needs of
external and internal customers (Moran and Brightman, 2001). Harrison and Pitt (1984) argued that
change encompasses both structure and power. However, changing does not depend on size and age
but occurs thoroughly in all businesses (Hussain et al., 2018). Therefore, change is a broader
concept and the key points of change are (Stewart, 1996):

a) Change is a natural phenomenon.

b) Change is continuous and ongoing.

c) The purpose of change is to aid survival and growth.

d) Survival and growth are dependent upon adaptation to a changing environment.

e) The environment can be and is influenced and shaped by the decisions and actions of the
organisation.

f) Learning from experience is essential for successful adaption and change.

g) Individuals and organisations change in both common and unique directions.

According to Lewin (1952), all behavior in an organization is a product of two forces: those
striving to maintain the status quo and those pushing for change. To change, one can reduce the
forces to maintain the status quo or increase the forces pushing for change. Lewin (1952) showed a
change model (Figure 1) that passes through three steps: unfreezing, changing and refreezing. This
three-step model was for many years the dominant framework (Todnem By, 2005).
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Organizational Employee Involvement in ,| Knowledge
Change Unfreezin Change Changing Sharing
Changing
Refreezing

Implementation of Change Leadership

) Changing

Figure 1: Lewin's three steps organizational change model
Source: adapted from Hussain et al., 2018

Unfreezing means reducing those forces that maintain the organization’s behavior at the
status quo. Successful organizational change may be planned and this requires the system to be
unfreezed (Hussain et al., 2018). Moving to the new behavior (changing) is a step in which new
ideas and practices are learnt. This process involves helping an employee think reason and perform
in a variety of new ways (Teczke et al., 2017). At this stage new behavior, values and attitudes are
developed through changes in organizational structures and processes. Refreezing tends the
organization to a new state of equilibrium and this is done by the supporting mechanisms that
reinforce the new organizational state, such as organizational culture, norms, policies and structures.

Kanter et al. (1992) claimed that every organisation operates in a same dynamic and volatile
environment and for this reason all organisation should adopt the same approach to managing
change. On the other hand, Dunphy and Stace (1993) opposed this view. They argued that every
organisation faces different challenges and operates in a different direction and they suggested a
situational or contingency approach to change. Wood (1979) defines the main theme of the
contingency approach is that there is no one best way of organizing; it is possible to identify the
most appropriate organisational form to fit in the context in which a business has to operate.

Therefore, change management becomes an everyday accomplishment for all actors, in the
sense that all are living with and managing change continuously (Beeson and Davis, 2000). Wiggins
(2008) cites flawed maps of change, complex problems, superficial solutions, misunderstanding
resistance, and misuse of knowledge about change management process as the main challenges in
the change management process. In change process two factors play important role, the employee's
resistance (Stanley et al., 2005) and the openness to change (Wanberg & Banas, 2000). Resistance
to change probably effects the change process which will lead to the negative outcomes (Bordia,
Hunt, Paulsen, Tourish, & DiFonzo, 2004) while the openness of change of employees have to be
focused during change process.

MANAGING CHANGE- CONSIDERABLE FACTORS

Léngstedt and Manninen (2021) examines how the values of work units relate to changes that
make work more dynamic or more structured. Drawing on a mixed-methods design, the authors
argued that values and conflict with change objectives relate to challenges when implementing the
changes. Anyieni et al. (2013) further argues that change management means to plan, initiate,
realize, control and stabilize change processes on both corporate and personal levels. Dawson
(1994) claimed that a range of external and internal factors demand change in an organisation.
External forces for change include factors such as governmental laws and regulations, technology,
social and economic change, and changes in international agreements on tariffs and trade. Internal
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factors comprise implementation of organization’s technology, revision of administrative structures
and modifying other aspects, such as lines of communication and reward system. He mentioned that
these internal and external forces to change are often interdependent. He argued that changing the
human aspect of an organisation is a popular change strategy and it involves modifying attitudes,
beliefs, values, technical skills and behaviors. These changes may bring about unintended and/or
undesirable reaction from the workforce. Nickolas (2006) argues that the task of managing change
includes its impact on people, and many managers find this difficult.

Another key element is to have the suitable and updated technology, from the start of
implementation, through monitoring during the process, and in the final evaluation (Senge et al.,
1999). Kotter (1996) argued that economic and social forces driving the need for major changes in
organisations are technological change, international economic integration, maturation of markets in
developed countries and fall of communist and socialist regimes. Kotter and Schlesinger (1979)
mentioned that managers must deal with new governmental regulations, new products, growth,
increased competition, technological developments, and a changing workforce. These events forced
organisations towards change. They felt that most companies or divisions of major corporations
must undertake moderate organisational change once a year and major changes every four or five.

Kanter et al. (1992) argue that the first step to implementing change is building coalitions of
stakeholders, including employees and sponsors, such as local authorities whose support is
essential. Kast and Rosenzweig (1985) also argued that the development of a process of change is
an integral part of the managerial system and the drive for organisational change originates from
many sources in the environmental supra-system as well as from organisational subsystems such as,
goals and values, structural, psychological and managerial. They mentioned that organisational
change is occurred by its environment and they pointed out that the general environment for any
organisation in society incorporates technological, economic, legal, political, demographic,
ecological and cultural factors. Modifications of goals and values of the organisation can also be
considered as impetus for organisational change. New method for processing materials and/or
information that is the changes in technical systems also stimulate the organisation to change. They
added that adjustments in organisational structures are also considered as another source of change.
They claimed that structural changes are used in large organisation to reduce operating unit size and
offset bureaucratic tendencies. They further observed that changes in morale and motivation of
individuals and/or groups have a significant impact on organisational change. These types of factors
are psychological. Finally, they pointed out that managerial role is vital for change and in the
managerial process managers are faced with accelerating change in both the external environmental
supra-system and other internal organisational subsystem.

FINDINGS AND DISCUSSION

There are concrete reasons for accelerated growth in the change management industry.
Products, technology, or ideas that used to take years to design, develop, test, and deploy are now
being squeezed down to months or even weeks (Teczke et al., 2017). Some thinkers argued that
change prior to 1960s was mainly incremental and infrequent but in the last three decades there has
been traumatic organisational change (Kotter, 1996). Others felt that radical or discontinuous
change is not new and were occurred between 1900 to 1950 (Kilcourse, 1995). Therefore, in the
first classification change may be incremental and discontinuous. In incremental change there is a
shift in the change process perhaps associated with implementing productivity changes (Randall,
2004). Dessler (1995) mentioned that incremental changes only affect selected organisational
components such as changing the organization’s structure, introducing a new production technology
or developing employees to reduce the interdepartmental conflict. This type of changes is made
within the context or frame of the current set of organisational strategies and components (Nadler
and Tushman, 1993). Weick and Quinn (2004) observed that discontinuous change occurs during
period of divergence when organisations are moving away from their equilibrium condition. They
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added that it is the result of a growing misalignment between an inertial deep structure and
perceived environmental demands. Therefore, it is evident that change management is linked to
organizational activities.

Nadler and Tushman (1995) differentiated between incremental and discontinuous change by
incorporating another dimension: reactive or anticipatory changes. A reactive change is the direct
response to an external environment and it is the present requirement for change. On the contrary,
an anticipatory change is not the direct response to an immediately pressing event and this change is
initiated to gain competitive advantage or to prepare for a destabilizing event that may anticipate in
the future. Combining these two dimensions of change — incremental versus discontinuous and
reactive versus anticipatory they (ibid) developed another four categories: tuning, adaptation,
reorientation, and re-creations. Nadler and Tushman (1995) considered incremental and anticipatory
change as tuning. It is the simplest type of change to implement. This type of change requires
adjustment or modification between organisation and the environment. It seeks ways to increase
efficiency but does not occur in response to any immediate problem. Improving policies, methods,
procedures, introducing new technologies, redesigning processes, developing people are considered
as tuning. When incremental change is initiated reactively, it can be considered as adaptation. These
types of changes are made in response to external events. Change in the availability of key
resources, or response to a successful marketing strategy adopted by a competitor are considered as
adaptation. Nadler and Tushman’s change model is presented in Figure 2 below.

Incremental Discontinuous
Anticipatory Tuning Re-orientation
Reactive Adaptation Re-creation

Figure 2: Type of Organisational Changes
Source: Nadler and Tushman, 1995, p. 24

Strategic changes initiated in anticipation of future events are considered as reorientations. It is
a major modification of the organisation. Finally, when strategic change is initiated reactively, it is
referred to as re-creation. This type of changes is prompted by immediate crises and it involves
transforming the organisation through the simultaneous change of all its basic elements. Here,
adoptability of change management within the organization is identified. This approach may be
useful to the entrepreneurs those who has stated their new businesses.

Leigh and Walters (1998) mentioned another two types of organisational change: one is
strategic and the other is operational. They argued that the first is highly distinctive and relates to
the future direction of the organisation affecting one or more of the goals. Strategic change deals
with large scale strategic alternatives and it is a major shift in one or more of the main elements of
any organisation. The elements are technical system, political system and cultural system. They
mentioned operational change as day-to-day change or opportunity change which happens
constantly. Mainly this type of change is about making improvements, in the short or sometimes
long term, based on rapid response and adaptation.

Weick and Quinn (2004) indicated the changes as episodic and continuous. They used the term
‘episodic change’ to group together organisational changes that tend to be infrequent, discontinuous
and intentional. This type of change tends to occur in distinct periods. On the other hand, the phrase
‘continuous change’ is used to group together organisational changes that tend to be ongoing,
evolving, and cumulative. In continuous changes small continuous adjustments created
simultaneously across units. Another classification of changes is minor or major. Minor changes are
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the changes in procedures and operations. On the other hand, major changes may be
transformational changes which can originate from major restructuring (Kanter, 1991). It can be
concluded that change management contributes amicable solutions to the organization.

Dahrendorf (1959) pointed out that there is a continuous change in every social system. He
argued that this change occurs not only in organisational elements but also in structural form too.
He argued that change in the organisational element is the first order change and change in
organisational structural form is the second order change. In the change management literature first-
order change is considered as incremental or continuous change and second-order change is
transformational, revolutionary and discontinuous change. Newman (2000) mentioned that first-
order change may involve adjustments in systems, processes or structures and it does not involve
any fundamental change in strategy, core values or corporate identity. Second-order change is
transformational and radical change and it alters the organisation at its core.

Smith (1982) defined the changes as ‘morphogenesis’ and ‘morphostasis’. He borrowed the
terms from biology and used it in the organisation theory. According to him: Morphogenesis... is of
a form that penetrates so deeply into the genetic code that all future generations acquire and reflect
those changes. In morphogenesis, the change has occurred in the very essence, the core, and nothing
special needs to be done to keep the change changed. (Smith, 1982, p. 318)

According to this definition, second - order change in the organisation “core” and is
irreversible (Levy and Merry, 1986). Levy and Merry (1986) also mentioned that second order
change as a multidimensional, multi-level, qualitative, discontinuous, radical organisational change
which involves a paradigmatic shift. Smith (1982) defined first order changes as morphostasis and
mentioned: Morphostasis encompasses two types of changes. First there are those that enable things
to look different while remaining basically as they have always been.....the second kind of morpho
static change occurs as a natural expression of the developmental sequence.... the natural
maturation processes.

Levy and Merry (1986) described these types of changes as first-order change and mentioned
that first order change is the change within the unit of a system but the systems remain unchanged
and it is a minor improvements and adjustments. Levy and Merry (1986) compiled the different
views of the various authors about first and second-order change. Those views are summarized in
Table 1.

Table 1

Characteristics of First and Second Order Change

First Order Change Second Order Change

A change in one or a few dimensions, Multidimensional, multicomponent, and

components and aspects multispectral

A change in one or a few levels (individual and Multilevel change (individuals, groups, the

group levels) whole organization)

Change in one or two behavioral aspects Changes in all the behavioral aspects (attitudes,

(attitudes, values) norms, values, perceptions, beliefs, world view,
behaviors)

A quantitative change A qualitative change

A change in content A change in context

Continuity, improvements, and development in  Discontinuity, taking a new direction
the same direction

Incremental changes Revolutionary jumps

Logical and rational Seemingly irrational, based on different logic

Does not change the world view, the paradigm  Results in new world view, new paradigm

Within the old state of being (thinking and Results in a new state of being (thinking and
acting) acting)

Source: Levy and Merry, 1986, p. 9
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Laughlin (1991) mentioned that Habermass’ three-part model of social development could
be used to describe organisational change. Laughlin (1991) mentioned that organisation is an
amalgam of ‘interpretive schemes’, ‘design archetypes’ and ‘sub systems’ (Habermas’ mentioned
societal structure as ‘lifeworld’, ‘steering media’ and ‘systems’). Laughlin observed interpretive
schemes as a shared values and beliefs which are held by organisational members. Design
archetypes are the organisation structure, decision processes and communication systems.
Subsystems are the tangible organisational elements. Drawing from the work of Smith (1982),
Laughlin mentioned that the change can be typified as either morpho static (first-order change) or
morphogenetic (second-order change). Morpho static change will track through an organisation
without affecting the interpretive schemes. It can be explained here that change management is
linked with the organizational actions.

At the extreme situation morpho static changes may involve shifts in the sub-system
elements and changes in design archetype. On the other hand, morphogenetic changes will track
through all elements of an organisation. Then Laughlin (1991) developed the ‘skeletal’ model of
change where he identified four possible pathways (‘rebuttal’, reorientation’, colonization, and
‘evolution’) an environmental disturbance can take through an organisation. These pathways are
related to the first order and second order change. First order change initially at the level of design
archetype, but will not affect the interpretive schemes. On the other hand, second order changes will
result in changes not only in those elements altered by first order changes but also in the interpretive
schemes. Laughlin’s typology is summarized in Table 2.

Table 2
Laughlin’s typologies of organisational change

Typologies Pathways
No Change Inertia
First order change (Morphostatic) Rebuttal

Reorientation
Second order change (Morphogenetic change) Colonization

Evolution

Source: Gray et al., 1995, p. 216

According to Laughlin, ‘Inertia’ is the desired natural state of an organisation where no
disturbances need to be faced. Change of a ‘Rebuttal’ nature may involve some changes which are
primarily absorbed in the design archetype. Unlike ‘rebuttal’ type changes, ‘reorientation’ changes,
sparked by an environmental disturbance, are assumed to affect not only the design archetype but
the sub-systems as well. This is because the disturbance cannot be rebutted, but has to be accepted
and internalized into the workings of the organization, but in such a way that the real heart of the
organization (the interpretive schemes) is basically unaffected by the disturbance (Laughlin, 1991).
‘Colonization’ is a second order change. Initially this type of disturbance changes design archetype
and then to both the sub systems elements and the layers of the interpretive schemes. The final
change pathway is ‘evolution’. It is a second order change which involves major shifts in the
interpretive scheme. Change through evolution is desired and accepted by all the organisational
participants freely and without coercion.

Giddens (1990, p. 303) claimed that there can be no universal theory of change since all social
practices are irremediably contextual (Giddens, 1990, p. 301), and outcomes erratic (ibid, p. 303).
For analysis purposes, he provided four types of social change. These are system reproduction,
system contradiction, reflexive appropriation and resource access.

a) system reproduction - change which occurs through the inherent indeterminacy of social
reproduction;
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b) system contradiction - change which results from clashes or struggles generated at the ‘fault
lines’ of social systems;

c) reflexive appropriation - change which derives from the reflexive understanding of
conditions of system reproduction, particularly as mobilized by organisations and social
movements;

d) resource access - change which comes from differential control of desired resources,
whether or not such change is reflexively mobilized. (Giddens, 1990, p. 304).

Change processes can also be classified as ‘Planned Change’ and ‘Managed Change’. ‘Planned
Change’ is how experts, inside or outside the organisation, can help the organisation to cope with
the difficulties, and to plan and implement desired changes. On the other hand, ‘Managed Change’
refers to how managers can plan and implement (Levy and Merry, 1986). They mentioned the
characteristics of planned change, distinguishing it from other forms of organisational change:

a) Planned change involves a deliberate, purposeful, and explicit decision to engage in a
program of change.

b) Planned change reflects a process of change.

c¢) Planned change involves external or internal expertise.

d) Planned change generally involves a strategy of collaboration and power sharing (power
derived from knowledge, skills, and competencies) between the expert and the client system.

Planned change is to do with the implementation of a specific decision in order to overcome a
‘felt’ need or problem (Stewart, 1996). Planned change concerns how change is created,
implemented, evaluated and maintained (Bennis et al., 1979). Jick (1993) also mentioned that
change is a planned or unplanned response to pressures and forces and further mentioned that
change program intended to improve productivity, increase quality, speed up product development,
and so on.

Nadler (1997) has developed a management framework of twelve action steps which is helpful
for managers and executives to apply at every level of hierarchy during the change process. This is
immensely helpful for leading and managing change at every corner of the organization. The twelve
action steps are as follows:
get the support of key power groups,
get leaders to model change behavior,
use symbols and language,
define areas of stability,
surface dissatisfaction with the present conditions,
promote participation in change,
reward behaviors that support change,
disengage from the old,
develop and clearly communicate an image of the future,
use multiple leverage points,

. develop transition management arrangements,
. create feedback.

Kanter et al. (1992) have done a wonderful research on organization change and proposed Ten
Commandments on how to plan a change process, which are:
analyze the need for change,
create a shared vision,
separate from past,
create a sense of urgency,
support a strong leadership role,
line up political sponsorship,
craft an implementation plan,
develop enabling structures,
communicate and involve people,
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J. reinforce and institutionalize change.

Ghoshal and Barlett (1996) argue for the importance of sequencing and implementation of
activities in a change process in three phases: rationalization, revitalization, regeneration. They
claim that while change is often presented as difficult and messy, there is nothing mystical about the
process of achieving change with effective strategies following the rationalization, revitalization
and regeneration sequential process (Aswathappa & Reddy, 2009). Pendlebury et al. (1998) have
presented the Ten Key Factors Model which can be adapted to any particular change situation,
namely, define the vision, mobilize, catalyze, steer, deliver, obtain participation, handle emotions,
handle power, train and coach, and actively communicate. Huy (2001) categorizes change into four
ideal types: commanding, engineering, teaching and socializing. Each ideal type has its limitations.
The commanding approach may lead to resentment and rarely produces lasting behavioral change.
The teaching approach is very individualistic and may not be aligned with corporate strategic
objectives. Hussey (2000) proposed a change management model (EASIER model) consisting six
elements mostly appropriate for high-tech enterprises. The elements of EAS (creation of vision,
activation, support) are more behavioral, and the rest, IER (implementation, provision, recognition)
are related to issues of the system and processes (Hussey, 2000). Another model (ADKAR) is a
practically oriented model of change, consisting of five consecutive steps (Hiatt, 2006):

a) Awareness of the need for change: The reasons for the change are described at this stage.

b) Desire and willingness to change: At the stage, a decision is made to support these or other
changes, which are achieved only if they are understood as necessary.

c) Knowledge of how to change: At this stage, knowledge is formed about how exactly it is
necessary and should be changed, and also contains the knowledge and skills necessary for changes.

d) Ability to implement change: The stage involves the demonstration of the applicability and
attractiveness of changes, as well as the identification of barriers that may prevent change.

e) Providing support for change: Here, special attention is paid to efforts to support change.
Their stabilization and adoption are achieved through feedback, reward, performance evaluation
and corrective action.

Lawson and Shen (1998) also pointed out that organisational change focuses on changing the
organisation and this change comes in two basic types, one is unplanned change and the other is
planned change. Unplanned change comes from an event that are external to the organisation
whereas planned change originates from the decision to improve or develop an organisation. They
also reviewed a four-facet model of planned organisational change. The first facet involves either
organisational development or organisational transformation. They mentioned that organisational
development was popular in the 1960s and 1970s and mainly dealt with the increasing size and
complexity of organisation. On the other hand, organisational transformation is increasingly popular
in the 1980s and today. They viewed that organisational transformation includes significantly
increasing demands from customers or clients and the competitiveness of the global marketplace. It
usually involves changes in both an organization’s basic businesS Strategy and organisational
culture. They conclude that organisational development focuses on incremental change, whereas
organisational transformation focuses on quantum change. The second facet includes organisational
vision and work setting. These are social interaction patterns and physical environment. The third
facets include cognitive and behavioral changes in individual members which, in turn, contribute to
the improved organisational performance and enhanced individual development. Finally, they
presented reengineering as a strong and concrete organisational strategy. It is a recently developed
approach to organisational change that focuses on reengineering business processes.

Costello (1994) described three types of change that may occur in an organisation:
Developmental, Transitional and Transformational. Developmental change is related to
improvement of the organisation, for example, introduction of new technology, expansion of
market, or team building. Transitional change is related to the introduction of new techniques,
method, products or services. Transformational change is related to the implementation of new
structure or changes in strategy and vision. Ackerman (1986) also categorized changes in
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organisations as developmental, transitional and transformational. He argued that developmental
changes are the improvement of a skill, method or condition. Transitional change introduces to have
an organisation evolve slowly. These types of change involve many transition steps and are
replaced by something new- for example, reorganizations, mergers, introducing new services etc.
Transformational change is a radical reconceptualization of the organization’s mission, culture,
critical success factors, form, leadership etc.

Developmental Change or Organizational Development (OD) is a change intervention
technique. There is no single underlying theory which unifies this approach and it is informed by a
variety of different perspectives (Palmer et al., 2006). Richard Beckhard, 1969 (quoted in Palmer et
al., 2006, pp. 179-180) mentioned the following characteristics of OD approach:

a) It is planned and involves a systematic diagnosis of the whole organisational system, a plan
for its improvement, and provision of adequate resources.

b) The top of the organisation is committed to the change process.

c) It aims at improving the effectiveness of the organisation in order to help it achieve its
mission.

d) Itis long- term, typically taking two or three years to achieve effective change.

e) Itis action-oriented.

f) Changing attitudes and behavior is a focus of the change effort.

g) Experiential-based learning is important as it helps to identify current behaviors and
modifications that are needed.

h) Groups and teams form the key focus for change.

Harvey and Brown (1992) considered OD as a continuing process of organisational
improvement. They argued that OD works on the idea that organisation change involves improving
the way people work in teams and the way team activities are integrated with organisational goals.
Dawson (1994) mentioned that OD approach is planned and it includes all the members of the
organisation. The main objective of this type of change is to improve working conditions and
organization’s effectiveness. There are six major steps in an organisational development program.
These are identifying a need for change, selecting an intervention technique, gaining top
management support, planning the change process, overcoming resistance to change, and evaluating
the change process (Aldag and Stearns, 1991). Blake et al. (1989) mentioned that OD originates in
many shapes and forms and it is difficult to point out the common features. They further mentioned
that whatever the approach is, the objectives of organizational development are to improve human
effectiveness in organized form.

Transitional change is an analytical, rational and pragmatic strategy and the main focus of this
strategy is to analyze and evaluate the impact of the future state on the present state, and deducing
what action steps need to be taken (Levy and Merry, 1986). Beckhard and Harris developed
transitional approach in the mid-1970s. Other consultants and managers further developed and used
it (Levy and Merry, 1986). Beckhard and Harris (1987) identified three distinct stages that are
involved in a complex change effort. These are present state, transition state and future state. Using
this idea, Beckhard and Harris (1987) developed a model that consists of a sequence of six
distinguishable stages (quoted in Levy and Merry, 1986):

1. Assess the present condition, including the need for change

2. Define the new state or condition after the change

3. Define the transition state between the present and the future

4. Develop strategies and action plans for managing this transition

5. Evaluate the change effort

6. Stabilize the new condition and establish a balance between stability and flexibility.

Another type of change is transformational. Fletcher (1990, p. 9) defined transformational
change as the fundamental shift in perceptions, values and consciousness. By this type of change
new meaning for the organisation is established and it completely alters the ways of responding to
its environment. Transformational change or Organisational Transformations (OT) can occur due to
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changes in environment or technology (Waddell et al., 2000). By definition this type of change is a
second order change (Bartunek and Louis, 1988). Hawley (1983) mentioned that:

OT recognizes the dynamics of a paradigm shift, the building up of pressure to replace old
theories, and the sudden shift from the old to the new. OT is discovering the natural base
structures in our organisation world while recognizing those structures are always evolving.

OT helps make conscious what lies largely at the unconscious level in organisation (Hawley,
1983, pp. 7-8).

Flamholtz and Randle (1998) identified three types of transformational change as summarized

in Table 3 below:

Table 3

Types of Transformational Change

Type 1: Type 2: Revitalization Type 3:
Entrepreneurial to Business Vision
Professional
Management
Organizational Growth in markets Major change in May or may not involve
environment and competition environment environmental change
Business concept | No transformation No transformation Major transformation
Building blocks of | Changing culture, Change needed in Changes in markets,
organisational management, and markets, services, services, resources,
success operational systems | resources, operational  operational and
and measurement measurement systems
systems, and culture and culture
Organisational size | Associated with Usually change, May involve size
rapid growth including downsizing  change

Source: Flamholz and Randle, 1998, p. 39

Type 1 transformation occurs when an organization moves from an entrepreneurial to a
professional management structure. Type 2 transformation is the revitalization of the established
companies. In this transformation organization exists in the same market but rebuild itself to operate
more effectively. In Type 3 transformation, the business fundamentally changes its vision.

CONCLUSION

A change management model serves as a compass that can facilitate or lead change efforts
(Rothwell & Sullivan, 2005) by determining the specific processes and steps to follow, by
illustrating the various factors influencing change, or by determining the levers used to succeed in
the change management process (Parry et al., 2013; Stouten et al., 2018). Several change
management models have been developed over the years using various theories and principles from
different disciplines (Galli, 2018). It should be noticed that none of the approaches and models for a
change management is the ideal one. The choice of a particular approach should be based on
consideration of real conditions, as well as when integrating several models (Teczke et al., 2017).
This study identifies factors driving change management in organizations and different successful
change management typologies.

Despite many models, there is still a need to identify contextual factors comprehensively and to
bridge the gaps in understanding how to succeed in organizational change management (Burnes,
2011; Jones et al., 2018). Indeed, existing models do not fully explore or display all factors that
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influence the success of organizational change (Jones et al., 2018). Some models place emphasis on
specific factors that are not major success factors as demonstrated in other models, while some
models incorporate factors not included in others. Therefore, the use of a single model or few
models is not sufficient to cover various change situations (Burnes & Jackson, 2011). This study
aptly identified different models to provide a comprehensive view on change management literature
which will guide the change management team to develop their own tailored model.

It has been observed that organizations are continuously facing turbulent situations. As a
consequence, the organizations need to implement various change initiatives. For the correct
implementation of changes, it is necessary, first of all, to assess the specific situation and desired
results, as well as learn how to correctly manage changes based on the approaches and models
considered (Teczke et al., 2017). This study argues that there is no single model which is applicable
in every situation, rather it necessitates a detailed study before choosing a particular change
management model for smooth and successful delivery of changes. Understanding the
organizational context, actors of change management process, consequences of change,
involvement and support of top-level management and infrastructural requirements need to
scrutinized before implementing change management. The present study points out the probable
alternatives for changes proposed by prominent management specialists in this regard. Hence, it
will contribute our understanding of managing change through various management technologies.
Here, it is argued that change typology has been adopted in this study because it incorporates
functional and behavioral all the elements of change management systems. In this study it is evident
that organizations adopt change management strategies for their survival. It is directly linked with
organizational actions and it positively contributes by providing amicable solution when necessary.
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Abstract. The purpose of this study is to examine the features of the acquisition of value-
based competencies for effective management of training of specialists. Higher education
institutions are tasked with implementing educational programs that allow to achieve the set goals
and form the necessary competencies to provide quality training of specialists. An analysis of recent
research and publications has shown that the use of the competency approach in higher education
institutions has become possible owing to the new standards approved by the Ministry of Education
and Science. Methodology: General scientific and special methods of system-structural analysis
and synthesis, frequency analysis, quantitative distribution, grouping were used in the research
process. Competencies which the applicants for higher education are supposed to acquire after
mastering the educational and professional programs were analyzed in each specialty. The research
findings show that the main components of professional education are 11 core competencies, which
account for 35% of all competencies studied and form 68% of universal skills in all specialties,
while 22 competencies are unique to educational and professional programs and provide performing
professional functions by type of activity. It has been found that in the specialties of natural
sciences, engineering and information technologies, the main emphasis is placed on the acquisition
of purely professional competencies, while in humanities, economic, managerial and law
specialties, professional competencies are supplemented with intercultural and social competencies.
The grouping of competencies according to the opportunity to obtain learning outcomes has been
given, the understanding of the grouping allows to provide effective management of quality training
of specialists.

Keywords: effective management, competency approach, competency, higher education
standard, value-based competencies, educational programs.
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INTRODUCTION

Today’s realities of functioning of any business entity require the availability of specialists
who have formed such basic competencies as the ability for abstract and analytical thinking,
understanding of professional activities, communication skills, teamwork, exercising their rights
and responsibilities as members of society, preservation and enhancing of moral, cultural and
scientific values.

It is the higher education institutions that are entrusted with such an important task as the
implementation of educational programs that allow to achieve the set goals and form the necessary
competencies for effective management of quality training of specialists. High efficiency of
professional activity depends on both general and professional competencies acquired in higher
education institutions. A feature of the current development of society is the relationship between
professional activity of specialists and continuous education and self-improvement, which is based
on career planning, continuous professional development and acquisition of the necessary value-
based competencies.

LITERATURE REVIEW

The issues of defining "competency” and the comparison of this concept with the term
"competence™ were addressed in the work by L.S. Gavryliak (2019). In their turn, R. Hurevych,
H. Hordiichuk and N. Opushko (2019), R. Moiseienko (2018), I. Snovydovych (2020) focused on
the issues of modern competency approach and underlined that in higher education the indicator of
quality and effective learning is the competencies that the learner will acquire in the learning
process, and the competency approach in education is an opportunity to properly educate learners to
achieve a qualitative result - the integration of knowledge, skills, values, culture into a shaped
personality of the graduate student, who will be successful and in demand, whichever unforeseen
changes will occur in the labor market. Special attention has to be paid to the requirements of
stakeholders, who need employees with the desirable pre-formed competencies that are the
indicators that determine the graduate's readiness for their future professional activity, development
and life position. T.M. Smahina (2020) proposed the use of a "competency potential map" as a
system of nodal points (descriptors) connected by lines that affect the end result of the formation of
competencies after mastering the educational program.

The use of the competency approach in higher education institutions became possible due to
the new standards approved by the Ministry of Education and Science (Table 1).

Having studied the works of A. Hrebenyk (2021), S. Stebliuk (2019), we came to the
conclusion that the generally accepted definition of professional competency can be as follows: the
ability to cope with professional challenges and solve typical professional problems that arise in real
situations of professional activity, using knowledge, professional and life experience, values and
abilities. It is believed that professional competency is not limited to individual personality traits,
their sum or individual skills, as it reflects not only the potential of a person, but also the ability to
use it, which would generate new phenomena, quality of life and activity. This allows a person to be
successful and competitive. From the point to A.A. Zahorodnia (2018, 2019) professional education
involves acquiring qualifications in the relevant field, and according it should be based on current
trends in science and the requirements of market economy.

O.P. Sazhiienko (2018) studied the formation of professional competency of bachelors and
noted that this is a purposeful process aimed at future professionals’ mastering a set of knowledge,
skills, and experience that contribute to the development of their creative potential and professional
self-development in a particular field.

We agree with S.0. Bader (2019) that value-based competencies are related to the values of
the learners, and their ability to understand and see the world around them, navigate it, to be able to
choose semantic and target settings for their deeds and actions, and make decisions.
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Table 1

Characteristics of new competency standards

New competency standards
Are based on a competency approach to the
education of graduates

Avre result-oriented to provide a successful
completion of a bachelor’s studies

Comply with the specialties in accordance
with the National Qualifications Framework

Require monitoring and periodic review of
educational programs

Require annual assessment of the performance
of students and teachers at higher education
institutions and regular publication of the
assessment results

Introduce an effective system for the
prevention and detection of academic
plagiarism in the scientific works of teachers
and students

Effectiveness of implementation of new competency standards
Acquisition and practical application of core competencies
(integrated, general and professional) by students as early as in
the course of studying
To ensure successful learning outcomes and well-mastered
theoretical and practical knowledge, the curriculum and the
teaching process itself need to be of high quality, flexible, with an
individual approach and taking into account the needs of
employers
Shaping the educational program in accordance with the
standards of higher education, based on the qualification levels
standardized in the National Qualifications Framework (NQF)
and the competency approach, with taking into account an
effective communication between the education institutions and
labor market
In order to improve teaching and the quality of education in
accordance with the requirements and challenges of the time, it is
necessary to constantly review and improve curricula in order to
enhance learning outcomes
Effective and proper monitoring of the performance of all
participants in the educational process will help improve the
quality of education, implement innovations and take into
account the needs of all stakeholders
Compliance with academic integrity and academic culture by all
participants in the educational process will contribute to the
development of national education and build trust and recognition
in the global environment

Require examinations (scientific and
methodological examination — by the Institute
of Higher Education of the National Academy
of Pedagogical Sciences of Ukraine,
professional examination — by experts from
specialized institutions, a separate professional
examination — by stakeholders of the
educational process)

Providing consultations and scientific-expert recommendations
and support to a higher education institution and a guarantee

Source: Supplemented by the authors according to (Snovydovych, 2020)

Swanson, E. (2020) examined leadership from a competency perspective, which allowed an

insight into different dimensions of leader’s qualities and abilities. The author proposes a model that
covers the concepts of leader’s competence, knowledge sharing, as well as employee job
performance and employee loyalty in the context of expatriate general managers. From this
perspective, leader competencies are crucial for promoting knowledge sharing and increasing
employee job performance.

Wahab, A. and Tyasari, I. (2020) investigated the impact of managerial competence and
learning orientation on the university leaders' job performance. Chen, S.-L. (2020) focused on the
impact of practical training on student learning outcomes and their competency enhancing.
Oberlander, M. (2020) offered a holistic view and broadened the scope of the concept of digital
competencies, focusing on applications at work. Schreck, C.M. (2020) argues that some students
lack skills and competencies at the beginning of their careers. This may be related to passive
learning settings with limited or no exposure to practical experiences during training. To gain the
required competencies, students need to be exposed to active learning processes.

Despite the rather large number of publications, the issue of acquiring value-based
competencies to ensure quality training of specialists remains insufficiently resolved.
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PAPER OBJECTIVE

The purpose of this study is to examine the features of the acquisition of value-based
competencies for effective management of training of specialists. The main objectives of this study
are to identify the specifics of the relationship between the acquisition of value-based competencies
and the provision of effective management of quality training of specialists.

METHODOLOGY

In the process of research, general scientific and special methods were used: system-structural
analysis and synthesis to identify patterns of distribution of competencies depending on their
availability in the syllabus; frequency analysis of the use of competencies into educational
programs; quantitative distribution of competencies in educational programs for specialties;
grouping competencies according to the opportunity to obtain the outcome from learning.

The value-based competencies have been analyzed for each specialty, which are supposed to
be acquired by graduates after mastering educational and professional programs. The formation of
professional and personal qualities, knowledge and skills of future employees is based on a total of
33 competencies as defined in relevant higher education standards.

RESULTS AND DISCUSSION

Distribution of all competencies that ensure quality training, labor efficiency and
competitiveness of future employees in the specialties under study, in percentage terms, depending
on the availability in a particular curriculum is shown in Figure 1.

The fundamental basis for training a today’s specialist in any field is provided by two
competencies:

- ability to preserve and enhance moral, cultural, scientific values and achievements of society
based on understanding the history and patterns of development of the subject area, its place in the
general system of knowledge about nature and society and in the development of the society and
technology, ability to use different types and forms of physical activity for active recreation and a
healthy lifestyle;

- ability to exercise their rights and responsibilities as members of society; awareness of the
value of civil (free democratic) society and the need for its sustainable development, the rule of law,
human and civil rights and freedoms in Ukraine.

A detailed study of higher education standards revealed that 95.2% of educational programs
provide communication in a foreign language, 83.3% - in the state language. Also, general
competencies include the ability for abstract thinking, analysis and synthesis (76.2%), teamwork
(73.8%), ability to apply knowledge in practical situations (69%), use information and
communication technologies (61.9 %), seek, process and analyze information from various sources
(57.1%), and learn and master advanced knowledge (57.1%).

The other competencies belong to the professional ones, as they correlate with the subject area
of study and are important for future professional activities.

Figure 2 shows the frequency of including the competencies into educational programs.

The main components of training of specialists are 11 core competencies, which account for
35% of all competencies studied and form 68% of universal skills in all specialties, while 22
competencies are unique to educational and professional programs and provide performing
professional functions by type of activity. The composition and content of the value-based
competencies is largely determined by the specifics of a field of work, but the ability to
communicate in state and foreign languages, the ability for abstract thinking, teamwork, application
of knowledge in practical situations, use of information and communication technologies, learning
and mastering advanced knowledge and understanding of the subject area and professional activity
determine the qualification level of the future specialist within the frames of any curriculum.
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Ability to motivate people and move towards a common goal |7|
Definiteness and perseverance in tasks and responsibilities 4.8%
Ability to develop and manage projects 7.1%
Ability to be proactive and enterprising 7.1%
Awareness of equal opportunities and gender issues 7.1%
Ability to generate new ideas (creativity) 14.3%
Ability to make informed decisions 14.3%
Appreciation and respect for diversity and multiculturalism 14.3%
Ability to work in an international context 14.3%
Ability to evaluate and ensure the quality of work performed 14.3%
Ability to plan and manage time 16.7%
Ability to adapt and act in a new situation 16.7%
Ability to act on the basis of ethical considerations (motives) 19.0%
Ability to conduct research at an appropriate level 21.4%
Ability for interpersonal interaction 21.4%
Ability to communicate with representatives of other professional groups of different levels (with 21.4%
experts from other fields of knowledge / types of economic activity)
Ability to work safely 23.8%
Ability to act socially, responsibly and consciously 23.8%
Ability to identify, pose and solve problems 26.2%
Ability to work autonomously 31.0%
Commitment to preserve the environment 31.0%
Ability to be critical and self-critical 33.0%
Knowledge and understanding of the subject area and understanding of the field of work 50.0%
Ability to learn and master up-to-date knowledge 57.1%
Ability to seek, process and analyze information from various sources 57.1%
Ability to use information and communication technologies | 61.9% |
Ability to apply knowledge in practical situations | 69.0% |
Ability to work in a team 73.8%
Ability for abstract thinking, analysis and synthesis 76.2%
Ability to communicate in the state language both orally and in writing | 83.3% |
Ability to communicate in a foreign language | 95.2%
Ability to exercise one's rights and responsibilities as a member of society; awareness of the value 100%

of civil (free democratic) society and the need for its sustainable development, awareness of the
rule of law, human and civil rights and freedoms in Ukraine

Ability to preserve and enhance moral, cultural, scientific values and achievements of society 100%
based on understanding the history and patterns of development of the subject area, its place in the
general system of knowledge about nature and society and in the development of society and
technologies, ability to use different types and forms of physical activity for active recreation and a
healthy lifestyle.

Figure 1. Distribution of all competencies in percentage depending on their availability in educational programs
Source: Own compilation
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Ability to preserve and
enhance moral, cultural,
scientific values and
achievements of society
based on understanding the
history and patterns of
development of the subject
area, its place in the general
system of knowledge about
nature and society; 8%

Ability to exercise one's rights and
responsibilities as a member of
society; awareness of the value of
civil (free democratic) society and
the need for its sustainable

development, awareness of the Ability to communicate in a
rule of law, human and civil rights foreign language; 7,87%
and freedoms; 8%

Other; 31,89%

Ability to communicate in the
state language both orally and in
writing; 6,89%

Knowledge and understanding of
the subject area and understanding
of the field of work; 4,13%

Ability for abstract thinking, Ability
analysis and synthesis; 6,30% to work

t(lagni' Ability to study and master the up-

’ - . 0
6,10% to-date knowledge; 4,72%
- . - ) . Ability to seek, to process
Ability to apply knowledge in Ability to use information and analyze information
practical situations; 5,71% and communication from various sources:

technologies; 5,12% 4.72%

Figure 2. Frequency of including competencies into educational programs
Source: Own compilation
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The above eleven competencies reflect the basic general requirements to professional and
personal behavior in future jobs, which emphasizes a thorough approach to ensuring the quality of
today’s education.

It is certainly impossible to make a single list of competencies for an ideal specialist, because
the desirable competencies will differ according to a field of work, working position, working
conditions, and features of a workplace.

Table 2 shows the quantitative distribution of competencies in educational and professional
programs for various specialties.

It has been revealed that the average number of competencies per specialty in the groups of
Engineering, Machinery and Technology, Civil Security; Natural Sciences; Information Technology
is lower than in the groups of Humanities, Education, Pedagogy and Law; Economics, Management
and Administration, International Relations, Tourism. In our opinion, this is due to the fact that the
specialties of natural, engineering, information technologies mainly focus on acquiring purely
professional competencies, while in the specialties of the groups "Economics, Management and
Administration, International Relations, Tourism™ and "Humanities, Education, Pedagogy and
Law”, the professional competencies are supplemented with intercultural and social competencies
that are related to communication, social responsibility, human and civil rights and freedoms in
Ukraine, the values of a civil (free democratic) society and the need for its sustainable development,
etc. The latter groups of specialties have a wider range of opportunities and responsibilities for the
development of society and improvement of personalities in it.

Table 3 shows the grouping of competencies according to the opportunity of obtaining
learning outcomes.

It has been revealed that the average number of competencies per specialty in the groups of
Engineering, Machinery and Technology, Civil Security; Natural Sciences; Information Technology
is lower than in the groups of Humanities, Education, Pedagogy and Law; Economics, Management
and Administration, International Relations, Tourism. In our opinion, this is due to the fact that the
specialties of natural, engineering, information technologies mainly focus on acquiring purely
professional competencies, while in the specialties of the groups "Economics, Management and
Administration, International Relations, Tourism™ and "Humanities, Education, Pedagogy and
Law”, the professional competencies are supplemented with intercultural and social competencies
that are related to communication, social responsibility, human and civil rights and freedoms in
Ukraine, the values of a civil (free democratic) society and the need for its sustainable development,
etc. The latter groups of specialties have a wider range of opportunities and responsibilities for the
development of society and improvement of personalities in it.

Table 3 shows the grouping of competencies according to the opportunity of obtaining
learning outcomes.

While acquiring the necessary competencies according to their specialty, future specialists are
in the role of the subject of professional culture and implement its creative component. In
professional activities, a necessary component of creating a positive image of companies and in
particular employees is their commitment to preservation and enhancement of moral, cultural,
scientific values and achievements of society. Under these conditions, the formation of a specialist
and the formation of professional norms and rules, acquisition of necessary knowledge and skills
occur on the basis of understanding of history and patterns of development of the subject area, its
place in the general system of knowledge about the nature and society and in the development of
society and technologies. Professional relations that facilitate the development of professional
culture and values should be based on appreciating and respecting diversity and multiculturalism.

In today's globalized world, more and more specialists are faced with the need to organize
work in an international environment, where the competence referring to the ability to work in an
international context is indispensable.
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Table 2
Quantitative distribution of competencies in educational and professional programs of specialties
Groups of specialties Number Number of Average number of

of competencies competencies per
specialties group specialty

Humanities, Education, Pedagogy and Law 6 82 13.67
015 Professional Education 1 11

032 History and Archeology 1 11

033 Philosophy 1 14

034 Cultural studies 1 12

035 Philology 1 14

052 Political science 1 6

081 Law 1 14

Economics, Management and Administration, International 9 138 15.33
Relations, Tourism

051 Economics 1 13

071 Accounting and Taxation 1 15

072 Finance, Banking and Insurance 1 14

073 Management 1 17

075 Marketing 1 14

076 Entrepreneurship, trade and stock-exchange 1 11

281 Public administration 1 13

291 International Relations, Public Communication and 1 13

Regional Studies

292 International Economic Relations 1 13

242 Tourism 1 15

Natural Sciences 3 36 12
091 Biology 1 10

101 Ecology 1 13

103 Earth Science 1 13

Information Technology 6 70 11.67
121 Software Engineering 1 12

122 Computer Science 1 14

123 Computer Engineering 1 10

124 System Analysis 1 16

125 Cybersecurity 1 8

126 Information Systems and Technologies 1 10

Engineering, Machinery and Technology, Civil Security 15 182 12.13
131 Applied Mechanics 1 14

132 Materials Science 1 14

133 Sector Mechanical Engineering 1 12

141 Electro Energetics and Electrical Engineering 1 10

151 Automation and Computer-Integrated Technologies 1 10

152 Metrology and Information-Measuring Technology 1 12

161 Chemical Technology and Engineering 1 8

172 Telecommunications and Radio Engineering 1 13

183 Environmental Protection Technologies 1 8

184 Mining 1 11

185 Oil and Gas Engineering and Technology 1 10

192 Construction and Civil Engineering 1 10

193 Geodesy and Land Management 1 12

274 Road Transport 1 14

275 Transport Technologies 1 14

263 Civil Security 1 10

Source: Compiled by the authors
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Table 3
Grouping of competencies according to the opportunity to obtain learning outcomes

Learning outcomes Competencies

Take into account the culture and
values in the future job

Organize the work in an
international environment
Manage the time and career as
components of responsibility and
autonomy

Use information and be able to
communicate in the future job

Critically think and develop the
creative potential as a person

Form a creative personality in the
future job
Justify and make decisions

Comply with ethical standards and
be responsible in the future job
Develop a professional career

Develop social responsibility in the
today’s world
Do research

Work towards greening and
sustainable development of society

Plan and control projects
Form and develop project teams

Appreciation and respect for diversity and multiculturalism

Ability to preserve and multiply moral, cultural, scientific values and
achievements of society based on understanding the history and patterns of
development of the subject area and its place in the general system of
knowledge about nature and society and in the development of society and
technology; ability to use different types and forms of physical activity for
active recreation and a healthy lifestyle

Ability to work in an international context

Ability to plan and manage time

Ability to work autonomously

Ability to seek, process and analyze information from various sources
Ability to communicate in the state language both orally and in writing
Ability to communicate in a foreign language

Ability to use information and communication technologies

Ability to communicate with representatives of other professional groups of
different levels (with experts from other fields of knowledge / types of
economic activity)

The ability to be critical and self-critical

Ability to adapt and act in a new situation

Ability to be proactive and enterprising

Ability to apply knowledge in practical situations

Ability to generate new ideas (creativity)

Ability to identify, pose and solve problems

Ability to make informed decisions

Ability for abstract thinking, analysis and synthesis

Ability to act on the basis of ethical considerations (motives)

Knowledge and understanding of the subject area and understanding of the
field of work

Definiteness and perseverance in terms of tasks and responsibilities

Ability to act socially, responsibly and consciously

Awareness of equal opportunities and gender issues

Ability to conduct research at an appropriate level

Ability to learn and master up-to-date knowledge

Ability to carry out safe activities

Ability to evaluate and ensure the quality of work performed

Commitment to preserving the environment

Ability to exercise one's rights and responsibilities as a member of society;
awareness of the value of civil (free democratic) society and the need for its
sustainable development, awareness of the rule of law, human and civil rights
and freedoms in Ukraine

Ability to develop and manage projects

Ability to work in a team

Ability for interpersonal interaction

Ability to motivate people and move towards a common goal

Source: Compiled by the authors

Today’s professional activity is characterized by rapid developments, therefore, in order not
to lose opportunities, employees need valuable qualities such as the ability to manage time and
career, which is a necessary component of responsibility and autonomy.

Timeliness and completeness of awareness of developments in the internal and especially
external environment is the basis for sustainable professional development, so the ability to use
information comes to the fore, which requires competencies such as the ability for seeking,
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processing and analyzing information from various sources and the ability to use information and
communication technologies. Communication in the job is a prerequisite for conducting activities in
a market environment, therefore, to increase the efficiency of communications, a specialist needs
the ability to communicate in the state language, both orally and in writing; communicate in a
foreign language; communicate with representatives of other professional groups of different levels
(with experts from other fields of knowledge / types of economic activity).

The connecting link between the perception of information and its use is its critical
comprehension. In addition to external information, the information about internal processes related
to the field of work is important, so the ability to be critical and self-critical is necessary for a
specialist. Moreover, the development of the creative potential of an employee as a person is based
on the ability to adapt to and act in a new situation and be proactive and enterprising.

Based on the development of the creative potential of a specialist, his / her creative
personality is formed, so the ability to generate new ideas (creativity) and apply knowledge in
practical situations will be indispensable.

Professional activity requires continuous problem solving. Accordingly, based on the
information at their disposal, a specialist needs to justify and make decisions, for which he / she
needs to develop the ability for abstract thinking, analysis and synthesis, the ability to identify, pose
and solve problems, and make informed decisions.

Responsibility in the future job requires the ability to act on the basis of ethical considerations
(motives).

The formation of a professional career is based on deep knowledge, professional skills and
high qualifications that require knowledge and understanding of the subject area and understanding
of the field of work, as well as definiteness and perseverance in the tasks and responsibilities taken.

Any professional activity in the long run requires the development of social responsibility;
this is why the ability to act responsibly and consciously as well as awareness of equal opportunities
and gender issues are the necessary competencies required of a specialist.

Since competitive advantages in today’s world are connected with innovation, the feature of a
specialist is the ability to carry out scientific research at a relevant level, to study and master up-to-
date knowledge.

The environment in the era of global warming and other problems of world ecosystems, as
well as the market environment in the era of severe competition require from an employee to work
towards greening and sustainable development of society, which necessitates the ability to work
safely; to assess and ensure the quality of work performed, the commitment to preserve the
environment; the ability to exercise one’s rights and responsibilities as a member of society;
awareness of the values of civil (free democratic) society and the need for its sustainable
development, awareness of the rule of law, human and civil rights and freedoms in Ukraine.

Professional activity involves a number of projects to implement, which requires effective
management, planning and monitoring projects, as well as the ability to develop and introduce
them.

In carrying out projects, it is important to form and develop a project team, which is why a
specialist needs such competencies as the ability to work in a team, the ability to interact with
people, the ability to motivate people and move towards a common goal.

This study was devoted to determining the specifics of the relationship between the
acquisition of value-based competencies and providing the professional training, therefore it was
limited to 42 educational programs of the first (bachelor's) level of higher education, introduced in
the educational process at Dnipro University of Technology (Perelik osvitn'o-profesiinykh
prohram). However, similar research can be conducted on other educational programs, including
those intended for the second (master's) level.
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CONCLUSIONS

The author's vision is that the formation of professional and personal qualities, knowledge and
skills of future specialists is based on a total of 33 competencies defined in relevant standards of
higher education, which is the basis for effective management of quality training of applicants for
higher education. The fundamental basis for training a today’s specialists in any field is provided by
two competencies: the ability to preserve and enhance moral, cultural and scientific values and the
ability to exercise one’s rights and responsibilities as a member of society. A detailed study of
higher education standards has revealed that the main components of training are 11 core
competencies, which account for 35% of all competencies studied, and form 68% of universal skills
in all specialties, while 22 competencies are unique to the educational programs and provide
performing professional functions by type of activity. It has been found that in the specialties of
natural, engineering, information technologies the main emphasis is placed on the acquisition of
purely professional competencies, while in humanities, economics, management and law
specialties, professional competencies are supplemented with intercultural and social ones. The
grouping of competencies according to the opportunity to obtain learning outcomes has been given,
the understanding of the grouping allows to provide effective management of quality training of
specialists. The direction of further research may be the clarification of the specifics of the
relationship between the acquisition of value-based competencies and the provision of quality
training of applicants for the second and third levels of higher education.
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Mertopooris: B IpoIieci TOCTIKeHHs OyJii BUKOPUCTaHI 3aralbHOHAYKOBI Ta CIICIiaJIbHI METOIN
CHCTEMHO-CTPYKTYPHOTO aHali3y 1 CHHTE3y, 4YacCTOTHOTO aHali3y, KIJIbKICHOTO pPO3MOJLTY,
rpynyBaHHs. byio mpoaHami3oBaHO KOMIIETEHTHOCTI 332 KOXKHOKO CIEHIANIbHICTIO, sK1 3100yBadi
BUIIOI OCBITM TMOBWHHI HAOYTH IICJIS OMAaHYyBaHHA OCBITHBO-TpodeciitHuX mporpaM. Pesynbrartn
JOCIIJDKEHHST TIOKa3ylOTh, III0 OCHOBHMMHM CKJIQJJOBUMH IMATOTOBKM (axiBiiB € 11 KIouoBUX
KOMIIETEHTHOCTEH, sSIKi CKIIaiatoTh 35 % BCIX JOCHIPKEHUX KOMIIETEHTHOCTEH Ta GpopmyroTs 68 %
yHIBepCaJbHUX YMiHb 3a BCIMa CHEI[iaJbHOCTSAMH, a 22 KOMIIETEHTHOCTI € YHIKaJIbHUMHU ISt
OCBITHBO-TIPO(ECIHUX Tporpam i 3a0e3neuyioTh BUKOHAaHHS NHpodeciiHux (QyHKIiH 3a BuaaMu
TisTbHOCTI. BH3HA4eHO, M0 Ha CHEMIaIbHOCTAX MNPUPOJHUYMX, IH)KEHEPHUX, 1H(POPMAIIHHUX
TEXHOJIOTIi OCHOBHHH aKIEHT pOOMTHhCS Ha HAOYTTI CyTo (PaxoBHX KOMIETEHTHOCTEH, a Ha
I'yMaHITapHO-€KOHOMIYHUX, YIPaBIIHCBKMX Ta IMPaBOBUX, KpiM (axoBUX, JTOJAIOTHCS
KOMIIETEHTHOCTI MDKKYJIBTYpPHI Ta 3arajlbHOCYCHIbHI. HaBeeHo rpynyBaHHs KOMIIETEHTHOCTEH 3a
MOJJIMBICTIO OTPUMATH pPE3yJIbTaTH BiJ HAaBUAHHS, PO3YMIHHS SIKOTO JO3BOJSE 3a0€3MEUUTH
edeKTUBHE yIPaBIiHHS SKICHOIO MiATOTOBKOIO (PaxiBIIiB.

KiouoBi ciaoBa: edexTHBHE YNpaBIiHHA, KOMIETEHTHICHMWA IMiJIXiJ, KOMIIETEHTHICTb,
CTaHJapT BHINOI OCBITH, I[IHHICHI KOMIIETEHTHOCTI, OCBITHI IPOTpaMu

INPUOBPETEHUE HEHHOCTHBIX KOMHETEHTHOCTEﬁ JJIA D9PPEKTUBHOI'O
YHPABJIEHUSA NIOATI'OTOBKOU CIIENUAJINCTOB

HNBanosa Mapuna MiabuHu4YHA HIBen Bacunauii SIkoBaeBuy
Hayuonanvnuti mexnuueckuii ynusepcumem Hayuonanvnuti mexnuueckuii ynusepcumem
«/[nenposeckas norumexnuxay, «/[Henpoeckas noiumexHura,
/nenp, Ykpauna /nenp, Ykpauna
Bapsanuyenko Enena BaagumupoBHa CannukoBa Cseriana ®e10poBHa
Hayuonanvnuii mexnuueckuil ynugepcumem Hayuonanvnuii mexnuueckuil ynusepcumem
«/[nenposeckas nonumexnuxay, «/[nenposckas nonumexnuxay,
Inenp, Ykpauna Ilnenp, Ykpauna

llenpto fmaHHOTO HCCIEAOBAaHUS SBISETCS M3ydyeHUE OCOOEHHOCTEW MpHOOpEeTeHus
LIEHHOCTHBIX KOMIIETEHTHOCTEH /Ui 3()(hEeKTUBHOIO yNpaBieHUs MOJArOTOBKOM crnenuanuctoB. Ha
YUpEXKJIEHHUS BBICIIET0 0Opa30oBaHMs BO3JIOXKEHA 3aJadya BHEIPEHHs] 00pa30BaTeNIbHBIX MPOTrpamM,
YTO MO3BOJISIET JOCTUraTh MOCTaBJIEHHBIX IeNiel U chopMupoBaTh HEOOXOAMMbIE KOMIIETEHTHOCTH
Ui o0ecrieyeHrs KayeCTBEHHON MOATOTOBKH CIIEUANINCTOB. AHAIN3 MOCIEIHUX UCCIIEOBAHUN U
nyOoJMKauui ToKaszald, YTO HCMOJb30BaHME KOMIETEHTHOCTHOro mnoaxona B YBO crano
BO3MOXXHBIM Ojaroaapsi yrBepxkaeHHBIM MOH HoBbIM cTanmaptam. MeTojonorus: B mIpolecce
UCCIIeIOBaHUsI ObUIM  MCIIOJIb30BaHbl OOILEHAyYyHble M CIELUANbHbIE METO/bl CHUCTEMHO-
CTPYKTYpHOTO aHallu3a W CHHTE3a, YacTOTHOI'O aHaliMu3a, KOJMWYECTBEHHOI'O paclpeaeieHus,
IpyNIUpoBaHus. bpln npoaHaIM3UpOBaHbl KOMIIETEHTHOCTH IO Ka)KJIOM CIIEUAIbHOCTH, KOTOPbIE
COMCKATeIN BBICIIETO OOpa30BaHUs JIOJDKHBI NPHOOPECTH TOCe OBIACHUS 00pa3oBaTEIbHO-
npoeCCHOHATLHBIMU MIPOrpaMMaMu. Pe3ynbTaThl HCCIIEIOBAHUS IMOKAa3bIBAIOT, YTO OCHOBHBIMU
COCTaBJISIOUIMMH MOATOTOBKU CHEIMAIUCTOB SABISIOTCS 11 KII0YEBBIX KOMIETEHTHOCTEH, KOTOpbIE
cocTaBIsIIOT 35% BceX HCCIENOBaHHBIX KOMIETEHTHOCTEH M (opMHUpYyIOT 68% YyHUBEpCAIbHBIX
YMEHUU TI0 BCEM CHEIUATBHOCTIM, a 22 KOMIIETEHTHOCTH YHHMKAJIbHBI I 0Opa3oBaTeIbHO-
npoeCCHOHATBHBIX MPOrpaMM U OOECIIEYMBAIOT BBHIMOJIHEHUE NMPO(ECCHOHANBHBIX (YHKUUN 110
BUJAM JesTeNbHOCTH. OnpeneneHo, 4YTo Ha CHEIUAIbHOCTSIX €CTECTBEHHBIX, WHKEHEPHBIX,
MH(POPMAIIMOHHBIX TEXHOJOTMH OCHOBHOW aKLEHT JieJlaeTcs Ha MNPUOOPETEeHUH YHUCTO
npodeccnoHalbHBIX KOMIIETEHTHOCTEH, a Ha T'yMaHUTapHO-d3KOHOMMYECKHX, YIPABICHUECKUX U
IIPAaBOBBIX, KpOME€ MNpO(EeCCHOHAIBHBIX, J00aBISAIOTCS MEXKYJIbTYpHbIE U  OOILECTBEHHBIE


https://management-journal.org.ua/index.php/journal

Ivanova, M., Shvets, V., Varianychenko, O. & Sannikova, S. (2022), “Acquisition of value-based competencies
for effective management of training of specialists”, Management and entrepreneurship: trends of development, 1(19),
pp.44-57. Available at: https://doi.org/10.26661/2522-1566/2022-1/19-04

KOMITETEHTHOCTU. [IpHBEIEHO TpyNnmupoBaHHE KOMIIETEHTHOCTEH MO BO3MOXKHOCTH IIOJyYHTh
pe3yabTaThl 00yueHUs], MOHUMaHHEe KOTOPOTrO MO3BOJISIET 00ecrednTh 3(PPEKTUBHOE YIpaBICHUE
Ka4eCTBEHHOH IOATOTOBKOH CIIEIIHAJIICTOB.

KiloueBble  ciaoBa:  eddekTuBHOE — ympaBieHHE,  KOMIIETEHTHOCTHBIM  IMOAXOJ,

KOMIIETEHTHOCTh, ~ CTaHAApPT  BbICHIET0  OOpa3oBaHUS,  IEHHOCTHBIE  KOMIIETCHTHOCTH,
o0Opa3oBaTenbHbIE MPOrPAMMBI
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Abstract. PT. Telkom Digital and Next Business Department is a supporting institution in PT
Telkom Indonesia, one of the State-Owned Enterprises (BUMN) engaged in the
telecommunications and information industry. Since the world has experienced broad cultural,
social, and economic changes based on increasing digital technology, reliable resources are needed
regarding employee performance. This study aims to analyze the influence of digital leadership,
digital culture, organizational learning, innovation on employee performance at PT. Telkom Digital
Next Business Department. This study uses a quantitative approach with the Partial Least Square
(PLS) technique with one of the alternative methods of Structural Equation Modeling (SEM). The
research sample is the employees of PT. Telkom Digital and Next Business Department, totaling
160 employees with a population of 306 employees located in Jakarta and Bandung. Empirically the
research results show that digital leadership does not directly affect employee performance, digital
culture does not directly affect employee performance, organizational learning does not directly
affect employee performance, and innovation has a direct positive effect on employee performance.
Furthermore, Digital Leadership has a direct positive effect on Innovation, then Digital Culture does
not directly affect Innovation, Organizational learning has a direct positive effect on innovation.
The final result of this research is to obtain Managerial Implications and Recommendations for PT.
Telkom Digital Next Business Department is very necessary for the development of aspects of
Digital Leadership, Digital Culture, Organizational Learning, and Employee Performance in
improving Innovation that affects Employee Performance PT. Telkom Digital Next Business
Department.

Keywords: managerial implications, digital leadership, digital culture, organizational learning,
innovation, employee performance

JEL Classification: M1, M21, M2.
INTRODUCTION

Corporate organizations are currently facing new challenges in entering the era of
globalization in the world of digitalization at both national and international levels. Every

58


https://management-journal.org.ua/index.php/journal
https://doi.org/10.26661/2522-1566/2022-1/19-05
https://orcid.org/0000-0002-5648-074X
https://orcid.org/0000-0002-5648-074X
https://orcid.org/0000-0003-3660-8870
https://orcid.org/0000-0003-3660-8870
https://orcid.org/0000-0001-9366-5674
https://orcid.org/0000-0001-9366-5674
mailto:Dsn.Niroh@gmail.com

Muniroh, Hamidah and Abdullah, T. (2022), “Managerial implications on the relation of digital leadership,
digital culture, organizational learning, and innovation of the employee performance (case study of pt. telkom digital
and next business department)”, Management and entrepreneurship: trends of development, 1(19), pp. 58-75. Available
at: https://doi.org/10.26661/2522-1566/2022-1/19-05

organization needs to improve the expertise of its human resources and must prepare to form an
organization to achieve certain goals. The purpose of an organization is something that is expected
to be achieved and carried out properly, in improving organizational and company performance.

In the current digital era with the increasing demand for market needs in the field of goods or
services, companies must be able to improve quality and quantity and have high competitiveness in
preparing reliable resources in their respective fields, organizing both individually and in groups
can determine goals. from the results of the achievement of work performance in the organization
expressed as performance or work results that have been achieved are a series of organizational
activities in managing human resources through the process of work activities that are passed to
create good and planned performance achievements, therefore a management process is needed in
every activity.

Company PT. Telkom Indonesia (Persero) is a State-Owned Enterprise (BUMN) that is
engaged in information and communication technology services and telecommunications networks
in Indonesia. PT. Telkom Digital and Next Business Department play a very important role as a
digital locomotive and at the same time acts as a digital product factory to realize product
digitization and process digitization in the Telkom group. Product digitization is a process to
produce digital products through ideal development, while process digitization is an effort to
transform from a manual process into an automatic or digital process developed through various
research, design development, insurance, and finally ready to be delivered to customers.

According to research by Afnan et al (2018) that the performance of PT Telkom Indonesia
employees is included in the good category with a percentage score of 75%, it shows that the
process has been carried out well by employees but in increasing the exchange of information or
knowledge between divisions and partners which has been declared good according to responses
respondents so that in the future they can be included in the very good category, for example by
holding knowledge sharing meetings from their respective divisions to improve employee
performance (Afnan et al., 2018). Managers and employees need a variety of skills to help them
function in different quadrants at different points in time.

A person's skills are very influential to make it easier to carry out daily work activities with a
strong desire and motivate oneself and are encouraged by a leader who provides opportunities so
that human resources have special skills in supporting their work, to improve various activities both
in a unit or organization, then a group is formed to achieve the goals of an organization by
providing adequate facilities so that the organization runs well in supporting the activities of a job,
with reliable resources, has leaders who encourage various activities and adequate facilities and a
team that compact so that with various changes that occur both internal and external problems will
not make an organization that is not easily shaken.

Several things related to Organizational Performance are aspects of the variables: (1) Digital
Leadership Aspects, (2) Digital Culture Aspects, (3) Organizational Learning Aspects, and (4)
Innovation Aspects. The four main aspects are aspects that have a very significant effect on
employee performance at PT. Telkom Digital Next Business Department.

First Aspect, Digital Leadership. Leaders are the main key factor in the development of
digital culture, because they need to create good relationships with many people and other
stakeholders, focus on collaborative processes in complex regulatory issues with attention to ethics
that are sometimes very urgent in every change activity (Cortellazzo et al, 2019). Jyoti & Rani
(2017) Stating that the work system greatly influences organizational performance in managing a
good and leading work system management must be able to improve HR capabilities, by providing
computerized-based training, and employees must be rewarded both materially and non-materially
so that they can be motivated in improving performance even higher, and management instills a
culture of knowledge to improve employee abilities. For now, the millennial generation of the
company instills the concept of the modern era with flexible and unfettered time arrangements with
comfortable spatial layouts that are not partitioned.
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Second Aspect, Digital Culture. Digital Culture is a digital-based work culture regarding
responsibility for an organizational rule that is in the work environment in telecommunication
service businesses, retail department stores, due to communication between units within the
organization, the collaboration between employees in each organizational unit, responsibilities that
produce goals from work results. , and employee performance measurement carried out within the
organization, as well as employee promotions following the employee's competencies. Digital
culture with various obstacles faced such as poor Information and Communication Technology
(ICT) infrastructure, scarcity of IT policies, lack of awareness of government officials, unacceptable
system, lack of coordination, low literacy rate, lack of IT training, high costs, lower internet
obligations, access, lack of funds, poor salary structure, wrong assignments and blocked posts,
widespread corruption, lack of attention in complaint centers, law and order situation, complexity in
getting required services and lack of information, (Hussain, 2015). Employee engagement and
retention with greater transparency and work pressure to have a positive and productive digital
culture, every organization recognizes that 87% of the culture and involvement of the people around
them in creating and supporting a vision in digital transformation by creating a supportive
workplace and people who help the organization to the next level, (Jennifer Buchanan, 2016).

Third Aspect, Organizational Learning. Continuous organizational learning is very
important for individuals in the current digitalization era. The survey results stated that 90% of
individuals need to update their skills annually to work effectively in the digital world and 44%
stated that individuals need to continuously update their skills both effectively and efficiently. and
efficient and as many as 59% of respondents from companies that are developing well digitally are
satisfied with companies that have prepared for the change that works in a digital environment
(Kane et al, 2018). Organizational learning is related to the accumulation of individual knowledge
as well as the structure of communication to the external and internal environment of the
organization as a means of learning to face difficulties in communicating knowledge related to
problem-solving in increasing innovation in the Volatility, Uncertainty, Complexity and Ambiguity
(VUCA) environment. new business activities within the organization to develop and improve
knowledge externally to the organization (Cousins, 2018).

Fourth Aspect, Innovation. Innovation related to change often causes disruption in innovation
including business model innovation, market model innovation, by following an approach that can
potentially increase opportunities to advance in maintaining market power (Zentner, 2014).
Innovation is still considered a very important problem for a country or company that is just
developing at this time, they think that innovation is only owned by companies that have high
technology because for now innovation is related to increasing company productivity, (Fagerberg et
al., 2010)

Concerning aspects of Digital Leadership, Digital Culture, Organizational Learning, and
Innovation on Employee Performance at PT. Telkom Digital Next Business Department, then as for
the problem currently faced is the level of employee performance at PT. Telkom Digital and Next
Business Department which is felt to be very less than optimal. This statement is supported by a
summary of the data recapitulation of employee assessments of PT. Telkom Digital Division and
Next Business Department during 2016-2018. From the results of the recapitulation of the
performance of employees of PT. Telkom Digital Division and Next Business Department, it
appears that employee performance has decreased. The number of employees with special criteria in
2016 was 1 person, very good criteria were 19 people, and good criteria were 10 people, while in
2017 there were no special criteria, 13 people were very good criteria, and 11 people were good
criteria, while in 2018 very special criteria 1 person, very good criteria as many as 11 people, and
good criteria as many as 18 people.

This study aims to find answers to how the managerial implications and recommendations for
influencing factors between Digital Leadership, Digital Culture, Organizational Learning, and
Employee Performance through aspects of Innovation at PT. Telkom Digital and Next Business
Department. It is very necessary to determine how the best policy can be taken by the Management
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of PT. Telkom and Next Business Department to improve the performance of its personnel. This
research is expected to provide contributions and input, can provide benefits to all interested parties
related to Human Capital Resources Management, as well as support the development of
organizations or companies, and can be useful for encouraging personnel to continuously innovate
in improving performance.

MATERIALS AND METHODS

2.1. Employee Performance

Performance is the result of work and work behavior that has been achieved in completing the
tasks and responsibilities given in a certain period. While the dimensions in the assessment of work
performance include (1). Quality, (2). Quantity, (3). Time. (4). Cost Emphasis. (5). Supervision. (6).
Relations between employees. Meanwhile, Colquitt (2018) says that performance is "The value of
the set of employee behaviors that contribute, either positively or negatively, to organizational
quality accomplishments”. In a statement, Colquitt (2018) explains that a set of employee behaviors
contribute, either positively or negatively to the fulfillment of organizational goals.

According to Masram (2017), individual performance is the level of achievement or results of a
person's work from targets that must be achieved and carried out within a certain period.
Performance can increase employee motivation and productivity. Success creates satisfaction,
especially if individuals can prove to themselves that they are using their abilities to the fullest.
According to Rafiki (2019) Performance is a judgment (a decision or assessment) based on
something else as a comparison. Performance is the result of work in quality and quantity achieved
by an employee in carrying out his duties following the responsibilities given to him. Performance
is an employee's work plan in all elements of written and recorded performance, by setting the
expected performance. The plan should include all critical and non-critical elements and their
performance standards.

Shahzad (2014) states that performance is the ability of employees to achieve goals, both
personal and organizational interests, by using resources efficiently and effectively. The same
opinion according to Pradhan and Jena (2017), The Triarchy Model of Employee Performance,
there is an employee performance model as shown in the figure below which explains that
employee performance can be influenced by Task performance, Contextual performance, and
Adaptive performance.

Figure 1. Model of Employee Performance

Source: Pradhan dan Jena, 2017.
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According to Pradhan & Jena (2017), The Triarchy Model of Employee Performance is
relationship-centered on several factors that affect performance, including:

a. Personal Factor, addressed by the level of skill, competence possessed motivation, and
individual commitment.

b. Leadership Factor, determined by the quality of encouragement, guidance, and support by
managers and team leaders.

c. Team Factors, indicated by the quality of support provided by colleagues.

d. System Factors, indicated by the work system and facilities provided by the organization.

e. Contextual/situational factors, indicated by the high level of pressure and changes in the
internal and external environment.

2.2. Digital Leadership

Westerman et al (2014) stated that a leader must be responsive to changes in globalization and
changes in the organizational environment so as not to be left behind by the changes that occur.
With indicators: a) Creating a Digital vision, 2) Involving the organization, 3) Managing
transformation, 4) Building Technology Leadership Capability. Digital leadership is an
amalgamation of several aspects of leadership, including:

a. Visionary Leadership

Skills to formulate a digital Vision — Mission and Goals, by communicating to all employees so
that all employees in the organization have the same urgency. Digital transformation starts from the
formulation of a vision that directs the organization's goals to be targeted through a clear vision and
with uncertain disruptive changes.

b. Transformational Leadership

Skills to manage, control and monitor change so that the digital transformation that is carried
out will reap business success and produce financial performance. Digital transformation always
causes changes that bring uncertainty because the change process must be managed properly so that
employees remain solid and move in one direction to make the transformation successful. Digital
leadership is an important issue that involves differences in leadership style, substance, ability to
cross-cultural differences in digital leadership which is an important subject in the world of
globalization. In digital transformation leadership, there are 5 interrelated perspectives and trends
including:

1). Strategic trend.

Concerning disruptive changes in the business climate, it is inevitable for community
networks and financial markets to change and engage in major transformations.

2). Social and ethical tendencies.

Current relationships in society will be different as they evolve and adapt to IT

developments — changing future behavioral norms,
3). Organizational trends.

The structure of companies, groups, and communities before shifting into their

structures, processes, and standards towards a more fluid organizational form.
4). Technology trends.

As information artifacts have become commonplace in the digital and physical spheres,
the rapid development in IT technology and innovation has become an important element to
consider

5). Regulatory trends.

When new standards and regulations emerge; Adequate preparation is needed to ensure
that a transition to a new regulatory structure is established. A change leader is to leverage
various practices to build and drive digital transformation by building a digital vision and
using publicity to highlight digital transformation priorities

According to Sawy & California (2016), digital leadership is doing the right thing for a
successful digitalization strategy for the company and its business ecosystem. According to Zhong
(2017) that digital leadership as vision, professional development, infrastructure support,
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evaluation, and communication. There are 6 characteristics of digitization including (1) Linkage, (2)
Reducing time delays and information abundance, (3) Increasing transparency and complexity, (4)
Elimination and dissolution of the hierarchy of personal barriers, (5) Empowering decision-making
and increasing integrity, and (6) Human effect.

Thus it can be synthesized that digital leadership is someone who can utilize technology and
information and has a vision for the future in achieving organizational goals, has new attitudes and
skills, and can communicate and influence others, can bring an environmental atmosphere in a
digital transformation change with indicators, Influence people others, have a vision for the future,
can communicate both internally and externally, build technology leadership skills.

2.3. Digital Culture

Organizational culture is a system shared by all members that distinguish one organization
from another. According to Ivancevich et al (2013) digital culture is a very important concept for
understanding individuals and groups and can be seen with symbols, language, ideology, rituals,
and myths that come from the personal founder of the organization or leader. Digital Culture is A
pattern of basic assumptions—invented, discovered, or developed by a given group as it learns to
cope with the problems of external adaptation and internal integration—that has worked well
enough to be considered valid and, therefore, to be taught to new members as the correct way to
perceive, think, and feel concerning those problems". This shows that culture involves assumptions,
adaptation, perceptual performance, and learning. Values are conscious, affective desires or desires.
At layer three are the basic assumptions people make that guide their behavior. Included in this
layer are assumptions that tell individuals how to understand, think, and feel about work,
performance goals, human relationships, and colleague performance.

There are elements of organizational culture including (1) Ways of thinking, acting, and living,
(2) As part of a group or group member, (3) Older members are passed on by new members, (4)
Culture forms values. assumptions, perceptions and conscious behavior of each group and
members, (5) provides the group with a systemic guideline on how they should carry out their
thoughts, actions, rituals, towards their efforts. Everyone has a strong desire to have clear goals and
have aspirations with new goals but it can only happen when we live our culture and if we introduce
and teach our culture.

Shaughnessy (2018) states that for leaders to guide their companies through the transition to
digital culture, a major change for established businesses, they must be able to understand and
explain culture in the context of the values and workflows that make companies digital age. Social
media, networking capabilities, and digital communication technologies are changing the nature of
work for individuals in digital technology programs have provided new resources to help
individuals socialize in the workplace and develop new skills to meet the challenges of the
information age that will also impact how they find work, and then doing work, organizational
behavior, and remote work, providing a theoretical framework to identify key points in the
transition experienced by individuals through the use of social media, digital technology, and
changing work culture through remote work (Bowen & Pennaforte, 2017)

The definition of Digital Culture is the shared, fundamental, and rooted basic assumptions,
values, beliefs, and norms that characterize how organizations encourage and support the use of
technology to get work done most effectively, Shaughnessy (2018). For leaders to guide their
companies through the transition to digital culture, a major change for established businesses, they
must be able to understand and explain culture in the context of the values and workflows that make
digital age companies successful. To facilitate the cultural and technical changes that are the
hallmark of successful digital transformation, several leading companies have adopted the
principles of network systems implemented by Agile teams.

2.4. Organizational Learning

Learning Organizations are organizations that have developed a continuous capacity to adapt
and change. “All organizations learn, whether they consciously choose or not, it is a fundamental
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requirement for their continued existence, Sowath et al (2016). According to Lin & Lee (2017), The
definition of organizational learning is a continuous action process that views learning as the most
fundamental value for an organization. It also allows sharing the vision of future development with
members within the organization, encouraging members to do creative thinking outside the rules,
increasing mutual understanding to realize a common vision through learning and knowledge
sharing in various departments within the organization.

According to ZA Russell et al (2018), the definition of a learning organization is "A learning
organization is a place where people continually expand their capacity to create the results they
truly desire, where new and expansive patterns of thinking are nurtured, where collective aspiration
is set free, and where people are continually learning to see the whole together”. The actions of
learning organizations according to Luthans (2011) "Functional and divisional walls that inhibited
cooperation, resource sharing, and internal debate were leveled to promote forward-thinking, the
learning of new managerial competencies, and the adoption of risk-taking behaviors. Most
importantly, a rejuvenated senior management team began cultivating a new culture that
emphasized knowledge sharing, open communications, team-building, and breakthrough thinking
throughout the firm".

Bratianu's (2018) Definition of the learning organization is a process that occurs across the
individual, group, and organizational levels through intuition, interpretation, integration, and
institutionalization. Another opinion from Yu-Lin Wang (2011), Organizational learning in
generating organizational knowledge not only maintains competitive advantage but also leads to
new markets. Organizational learning is a company's effort to utilize individual and social capital
information to realize the company's potential for innovation. According to him, there are four (4)
components in organizational learning including (1) Acquiring knowledge, (2) Knowledge
distribution, (3) Joint interpretation, and (4) Development of organizational memory.

From several statements regarding organizational learning, it can be synthesized that
organizational learning is a "process of increasing learning, knowledge, complementing and
complementing each other in improving the abilities of each member, with indicators Developing
abilities and skills, Learning to see the whole together, Developing sustainable capacity".

2.5. Employee Innovation

Globalization in developing countries is increasingly felt both in the private sector and in the
government sector, this pressure makes companies increasingly improve in various changes called
innovation, all fields of Research and Development, software, design, educational engineering,
marketing, and management are increasingly taking an important role in the production of goods.
and services. In addition, the development of international standards dominates international trade
and global value chains. Therefore, the competitiveness of companies and countries depends on the
company's ability to innovate and be oriented towards technology and information.

The definition of innovation is "the process whereby new and improved products, processes,
materials, and services are developed and transferred to a plant and/or market where they are
appropriate”. By managing innovation and developing creativity is very important for innovation,
by encouraging each individual to think ahead, providing an overview of development in the
organizational environment by describing the characteristics of companies that manage the
innovation process well-characterized by:

Separate funds for innovation,

Studying developments outside the company.

Can provide clear direction and appropriate follow-up in the innovation process.
Provide learning opportunities from outside the organization to increase knowledge.
Real results.

f. A supportive environment and facilities to exploit a wide variety of resources with
appropriate resources for maintenance and service.

According to Rogers (2016), Innovation is the process by which new ideas are developed,
tested, and brought to market by businesses. A very different approach to innovation, which is
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based on continuous learning through rapid experimentation because digital technology makes it
easier and faster than ever and can enhance organizational learning. While Chen et al, (2018)
Innovation is the creation of value by using relevant knowledge and resources to convert ideas into
new products, processes, or practices, to improve existing products, processes, or practices. An
innovation strategy is an organization's relative emphasis on different types of innovation and
related resource allocation patterns, in line with its strategy at the enterprise and business unit
levels. Strategic innovation is the creation of value by using relevant knowledge and resources for
the conversion of ideas into new products, processes, or practices.

Meanwhile, according to Mazzaoui (2012), the definition of innovation is as an operation that
progresses from time to time, from new ideas, and finally to tangible results. Therefore, when
innovation is understood as a process the result. Concerning innovation, some processes must be
passed, including those relating to:

a. Market linkage. This refers to the purchase of 'embodied' technology and knowledge in
various forms, such as the purchase of machinery, Information, and Communication Technology
(ICT) equipment or software, or licenses.

b. Externalities and knowledge spillovers. Unlike the market link, there is no contract or formal
compensation for the knowledge acquired.

c. Compared to market links, networks are more durable and interactive relationships between
certain partners in the innovation process. It is a dynamic collective learning process, in which a
given technology or piece of knowledge is not only exchanged but collectively further developed
and each adds to the knowledge base.

d. Informal links between companies and other types of organizations, such as those in
industrial and high-tech areas, public or private research institutions, for example. Such
relationships are primarily based on trust, a shared understanding of general rules and norms of
behavior. Including social capital.

2.6. Related Research

After searching for several sources of research results, previous studies that are relevant to the
title of this study have been found as reference material for building a theoretical model of research
and research hypotheses, including:

a. Singh & Atwal, (2019), Digital Culture A Hurdle or A Catalyst in Employee
Engagement.

The concept of research is carried out with literature related to digital culture and employee
involvement by collecting information using secondary data, including books, articles, research
papers, and survey reports based on a survey according to the Capgemini digital transformation
institute which was carried out in March-April 2017, by conducting a digital culture survey. as
many as 1,000 employees in Ireland, across 5 generations with an age range of 25 to 44 years that
digital culture is promoted in an organization to support the use of technology in completing their
work most effectively and efficiently it is seen that digital culture can increase productivity by 21%,
Innovation 39 %, and 47%. The results show that culture plays a very important role in involving
employees in the digital era, both in providing opportunities for organizations to adapt to a changing
environment and employee involvement as facilitators for new ideas and innovations with the help
of the latest technology in the digital era.

b. Ross Gagno, Kimberly Kurata, (2017), The High-Performance Digital Culture:
Empowerment, Trust, and The New Equilibrium Between The Employee And IT.

The survey was conducted by Forbes/VVMware with as many as 2,000 users worldwide and
looks at the changes that drive a digital culture, to create an environment that can improve
employee performance in innovating and growing in the digital world of work. Judging from the
results of the performance survey and the items in the work presented including editing in various
files by 88%, virtual meetings 87%, Project Management 85%, cost management 78%, employee
benefits management (retirement, vacation, etc.) 78%, time and billing allocation 78%, content and
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knowledge management system 76%, Social network 69%, Contractor Management 69%. from the
percentage of use of employee applications that distinguish them from others in the environment
that has implemented digital technology that has been used by employees. The results of the study
state that Digital Transformation is not only about software and hardware, it must be accompanied
by a change in culture by trusting the workers by empowering them with technology because of the
changing balance between workers and management. Digital culture creates an environment for
employees to innovate and thrive in the digital workspace.

c¢. Rani, (2017), The Impact of Organizational Learning on Work Performance.

This research uses descriptive statistics. The research sample was 70 randomly selected from IT
companies, from 70 questionnaires only 56 samples were appropriate in terms of age, gender,
experience, and using a 5-point Likert scale. The results showed that organizational learning has a
definite influence on employee performance with the final result can improve overall organizational
performance.

d. Wang, (2018), Effects of Organizational Learning Environment on Employees
Motivation to Use Performance-Oriented e-Learning. E-Learning in the Workplace.

The study used an online survey by analyzing the perceptions of both students and employees
on performance-oriented E-Learning applications with a total of 222 responses from various
organizations, the model measurement technique used SEM Lisrel 8.7. From the analysis results, it
was found that social learning (PU-SL) (y23 = 0.27, t value = 2.51, p <0.05) was related to
employee perceptions so that both were significant (11 = 0.75, p <0.001; 12 = 0.34, p<0.001). The
results showed that managerial support had a significant impact on the usefulness of E-learning
outcomes for individual learning, and organizational support had a significant effect and perceived
job support found a moderating effect on the relationship between employee usefulness.

e. Aragon Barba, (2014), Training and performance: The mediating role of
organizational learning. BRQ Business Research Quarterly.

The research results from the European Union used samples from the SABI (Liberian Financial
Report Analysis System) by covering Spanish companies with more than fifteen employees by
looking at the financial database for 520,000 population companies taken from a total study of
1,600 companies using a questionnaire. From all these data, 836 questionnaires were obtained so
that the response rate was 52.25% by comparing the respondent companies with non-respondents.
The results showed that the main tool in developing organizational learning abilities was seen from
the three levels of analysis, individuals and groups within the organization. Companies must realize
that training efforts will not lead to better performance directly but training must be oriented
towards organizational learning abilities, which means companies adopt learning-oriented training

g. Osman, Shariff, & Lajin, (2016), Does Innovation Contribute to Employee
Performance? Procedia - Social and Behavioral Sciences.

This study uses a sample of 320 samples with a distributed sample of 294 respondents, with a
response of 84%. This study looks at innovation on employee performance at Tenaga Nasional
Berhad (TNB), a company in Malaysia through factor analysis tests by looking at four types of
innovations seen from product innovation, process, technology, and organization. The results
showed that innovation affects employee performance.

2.7. Research Methods

The research design is a blueprint for carrying out further research. This research refers to
testing a certain theory that is within the scope of science by having theoretical significance and
practical significance which aims to test a theory or hypothesis in strengthening or rejecting
hypothetical theories from research results that have been carried out. previously. This study
examines the causal relationship between the variables of Digital Leadership, Digital Culture,
Organizational Learning, Innovation, and Personnel Performance.

Structural Equation Modeling (SEM) analysis is used to analyze the relationship between
variables and measure the effect of one variable on another variable. There are two types of SEM,
namely Convariance Base SEM (CB-SEM) and Variance Base SEM (VB-SEM). CB-SEM s used
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to confirm or reject a theory, through explanation of theoretical models through explanatory
research, while VB-SEM focuses on variants of the dependent variable when explaining the model
(Hair et al, 2014). Based on what was conveyed by Hair et al, (2014) related to the Rule of Thumb,
the CB-SEM or Partial Least Square SEM method will be used in the next analysis stage. The
purpose of CB-SEM or Partial Least Square (PLS) is for prediction, therefore it focuses more on
data with limited estimation procedures. PLS-SEM consists of two sub-models, namely the Outer
model/measurement model and the Inner Model or Structural Model (Hair et al, 2014).

RESULT AND DISCUSSION
3.1. Model of Research

The constellation model in this study can be seen in Figure 2. The Constellation Model
Between Research Variables, with the following explanations:

Figure 2. Constellation Model between Main Research Variables

Constellation between Main Variables:

a. The Digital Leadership variable consists of four indicators which include: Being able to
influence others (X1.1), Creating a vision for the future (X1.2), Being able to communicate both
internally and externally (X1.3), and Building technological leadership skills (X1.4).

b. The Digital Culture variable consists of three indicators which include: Understanding
individuals and groups (X2.1), being Skilled in creating market opportunities (X2.2), Directing
individuals to act appropriately (X2.3).

C. Organizational Learning variables consist of three indicators which include: Developing
abilities and skills (X3.1), Learning as a whole together (X3.2), and Developing continuous training
to adapt to change (X3.3).

e L
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d. The Innovation Variable consists of three indicators, namely Value creation using relevant
knowledge and resources (X4.1), Company adaptive value search being carried out by the agile
team (X4.2), and Developing national and international networks (X4.3).
e. Employee Performance variables consist of three indicators, namely, creativity achieved
following their responsibilities (Y1.1), Proving their full responsibility (Y1.2), and Effectiveness of
working nature (Y1.3)
3.2.  Validity Test

One of the validation tests used in this study is to use the Discriminant validity test, namely, by
evaluating the Average Variant Extracted (AVE) for each indicator, it is required that the value
must be > 0.5 for a good model.

Table 1
Validity Test: Average Variant Extracted (AVE)

Average Variance

Variable Extracted (AVE)
Digital Culture 0.704
Innovation 0.719
Digital Leadership 0.726
Employee Performance 0.748
Organizational Learning 0.768

Based on Table 1. it can be seen that the AVE value of the variable arranged with the lowest
value in the first order is 0.704 digital culture, the second is 0.719 innovation, the third is 0.726
digital leadership, fourth is 0.748 on employee performance and fifth is 0.768 organizational
learning. That all research variables > 0.6 this result shows that each variable has met composite
reliability so that it can be concluded that all variables have a high level of reliability.

The correlation between constructs is measured by looking at the path coefficients and their
level of significance which is then compared with the research hypothesis. Furthermore, Table 2
shows the results of the correlation between constructs, as follows:

Table 2
Correlation Results between Constructs
Digital Innovation Digital Employee Organizational
Culture Leadership Performance Learning
Digital Culture 0.839
Innovation 0.815 0.848
Digital Leadership 0.829 0.900 0.852
Employee Performance  0.757 0.858 0.793 0.865
Organizational Learning  0.870 0.893 0.888 0.836 0.876

3.3.  Path Coefficient

The path coefficient of the Structural Equation can be known through the T-count and P-value.
Table 3. Shows the Path Coefficient Value, which means that the three paths that have a positive
and significant influence have a T-count value > of 1.96 and a P-value <0.05, namely (a) The Effect
of Innovation on Performance, (b) Digital Leadership towards Innovation and (c) Organizational
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Learning towards innovation. The original sample value (0) shows a positive value, meaning that
the effect that occurs is directly proportional/positive. The effect of innovation on performance has
an original sample value of 0.575 and the influence of digital leadership on innovation, the original
sample is 0.496, which is included in the Moderate category. While Organizational Learning on
Innovation has an original sample value of 0.414 including a strong influence.

Furthermore, there are 4 paths of insignificant influence, namely (a) the influence of digital
leadership on employee performance, (b) digital culture on employee performance, (c)
organizational learning on employee performance, and (d) digital culture on innovation. This
insignificant effect is indicated by the T-count <1.96 and P value>0.05.

Table 3
Value of Path Coefficient
Original Sample Standard T Statistics P
. Sample Mean (M) Deviation (/O/STDEV|)  Values
Variable ) (STDEV)

Digital Leadership - Employee -0.065 -0.043 0.122 0.532 0.595
Performance

Digital Culture - Employee 0.048 0.036 0.107 0.446 0.656
Performance

Organizational Learning > Employee  0.339 0.359 0.232 1.458 0.145
Performance

Innovation = Employee 0.575 0.545 0.211 2.720 0.007
Performance

Digital Leadership = Innovation 0.496 0.489 0.091 5.453 0.000
Digital Culture = Innovation 0.043 0.051 0.080 0.545 0.586
Organizational Learning 2> 0.414 0.413 0.108 3.827 0.000
Innovation

The indirect effect of exogenous variables on endogenous variables of employee performance
can be seen in Table 4. The effect of exogenous digital leadership variables on employee
performance variables through the innovation mediation variable is significant, where the T-count
is 2.451 < 1.96 and the P-value is 0.015 > 0.05. The influence of Digital Culture on employee
performance through innovation in Table 4, shows a significant relationship, where the T-count
value is 0.474 > 1.96 and the P-value is 0.636 < 0.05. Original Sample value shows no effect. The
original sample value of the Digital Culture variable on employee performance through innovation
of 0.025 shows a relationship that is directly proportional to the strength of the relationship,
including the Moderate category. The effect of organizational learning on employee performance
through innovation in Table 4. shows a significant relationship where the T-count value is 0.007 >
1.96 and the P-value is 2.719 < 0.05. The Original Sample value shows the strength of the
influence and the nature of the relationship between exogenous variables and endogenous
variables. The value of the original sample variable Organizational Learning on employee
performance through innovation of 0.238 shows a relationship that is directly proportional to the
strength of the relationship, including the moderate category. The following is Table 4. Indirect
Effect of the Overall Sample.
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Table 4
Indirect Effect of Overall Sample
Original Sample Standard T Statistics P
. Sample (O) Mean (M) Deviation (JO/STDEV|) Values
Variabel (STDEV)

Kepemimpinan Digital -> Inovasi -> 0.285 0.267 0.116 2.451 0.015
Kinerja Karyawan
Budaya Digital_-> Inovasi -> 0.025 0.039 0.053 0.474 0.636
Kinerja Karyawan
Pembelajaran Organisasi -> Inovasi - 0.238 0.213 0.088 2.719 0.007

> Kinerja Karyawan

3.4. Test Results Analysis
Based on the deepening of the calculations on the model, the results of the H-1 to H-2
analysis tests are obtained, which are significant as follows:

a. H-1, The analysis test results show that the digital leadership variable has no significant
effect on employee performance, meaning that Digital Leadership has not been characterized as
visionary leadership, good at speaking, unable to convince and give confidence to others, and less
motivating employees in achieving employee performance goals.

b. H-2, The results of the analysis test show that the Digital Culture variable has no significant
effect on employee performance, which means that Digital Culture Transformation requires the
cultivation of a supportive culture related to changes in activities carried out by employees, as well
as changes in individual behavior by the way they interact with other people both inside and outside
the organization.

c. H-3, The results of the analysis test show that the organizational learning variable does not
affect employee performance, which means that the suitability of providing learning and training
provided to employees must be oriented towards organizational and individual needs to support
employee creativity.

d. H-4, The analysis test results show that the innovation variable has a direct effect on
employee performance. This means that the better the increase in innovation, the higher the
performance generated by developing to the international level

e. H-5, The analysis test results show that the Digital Leadership variable has a direct effect on
Innovation, which means that the role of digital leadership is very important in trying new
technologies by being flexible and adaptable, facilitating employee innovation needs in improving
employee performance.

f. H-6, The results of the analysis test show that the Digital Culture variable does not affect
innovation, which means that when dealing with agents of change in human nature that make them
uncomfortable, old beliefs, habits, and assumptions inhibit openness concerning new ideas.

g. H-7, The analysis test results show that the Organizational Learning variable affects
Innovation, which means that organizational creativity creates products and services as a result of
the collaboration process between individuals and groups producing product outputs as creative
ideas and accepted by market share.

h. H-8, The analysis test results show that the Digital Leadership variable on employee
performance through innovation has a positive effect, which means that Leaders who have a vision
for the future by involving and inspiring employees to carry out their visions become reality.

i. H-9, The analysis test results show that the Digital Culture variable on Employee
Performance through innovation has no effect, which means that the main obstacle in digital
transformation is the lack of support from superiors by changing their style from top-down
decision-makers to coaches having a strong vision of opportunities and experience by increasing
credibility in the eyes of employees. Lack of interaction and collaboration by creating an organized
cross-functional team in carrying out the project from start to finish.
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j. H-10, The results of the analysis test show that the variable Organizational Learning on
Employee Performance through innovation has a positive effect, which means that companies that
are committed try to continue to learn deeply about the company's environment which consists of
customers, competitors, and technology by adopting a new idea, following the climate change,
positive learning is very valuable for companies to outperform the competition with the innovation
process. Therefore managers must create and promote a desire to learn among employees so that
they can develop new skills with existing knowledge.

3.5. Managerial Implications and Recommendations

Some of the Managerial Implications and Recommendations that can be given according to the
results of this study are as follows:

a. On the Aspect of Employee Performance

On the employee performance variable with the indicator Proving Ability has the lowest value,
this needs to be considered by the company that employees must further improve their knowledge
from various aspects related to experience, knowledge, and the ability of employees to carry out
work tasks that are their responsibility.

b. On the Aspect of Digital Leadership

The digital leadership variable with the indicator Having a Vision for the Future has the lowest
value, this needs to be considered by the company. An effective leader can relate to the vision and
strategic action not only stating the hopes, dreams, and goals of change but must be accompanied by
clear concrete actions.

c. On the Aspect Digital Culture

The digital culture variable with the Available Application indicator has the lowest value, this
needs to be considered by the company so that the preparation time and facilities needed in
managing a program must comply with existing standards so that the results obtained are of higher
quality in the market.

d. On the Aspect of Organizational Learning.

In the Organizational Learning variable with the indicator Developing ability having the lowest
value, this needs to be considered by employees that it is necessary to optimize all of their abilities
in achieving good and superior performance by knowing their strengths and weaknesses and
introspecting what has been achieved as an advantage and disadvantage, while for the company
provide motivation, encouragement, and input for employees who are less than optimal in carrying
out their duties.

e. On the Aspect of Innovation

In the innovation variable with the indicator of Relevant Resource Value Creation having the
lowest value, the company must pay attention to that the existing resources must have supporting
skills related to Logistics Management, including processes related to receiving, storing, and
distributing inputs internally, relating to also with the operation of transformational activities that
convert inputs into outputs that will be sold to customers. Innovations in logistics management are
related to customer services such as collection, storage, and distribution systems related to
marketing and sales.

CONCLUSION

Based on the research results that have been found, the managerial implications at the
theoretical and practical levels can be stated as follows:

a. Employee performance

On the employee performance variable with the largest number of indicators, the Creativity
indicator achieved has the highest value, this can be maintained to increase creativity in employees

b. Digital Leadership
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The digital leadership variable with the largest number of indicators is the Communication
indicator both externally and internally, and this must be maintained in supporting collaboration
from parties outside the company.

c. Digital Culture

The digital culture variable with the largest number indicator is the Speed indicator at work,
this is following the company culture which must always be maintained properly.

d. Organizational Learning

The Organizational Learning variable with the largest number indicator is Learning to see the
whole together, this is following the work culture of the company jointly involving people who
have expertise and talent in their respective fields and must always be maintained.

e. Innovation

The innovation variable with the largest number of indicators is Developing international
networks, this must be maintained in establishing work in various fields.

ACKNOWLEDGMENT

The authors greatly acknowledge the support from the Universitas Negeri Jakarta, UNJ
Jakarta Indonesia for providing the necessary resources to carry out this research work. The
authors are also grateful to the anonymous reviewers and journal editorial board for their many
insightful comments, which have significantly improved this article.

REFERENCES

Afnan, E. and Silvianita, A., 2018. Pengaruh Knowledge Management Process Terhadap Kinerja Karyawan
(studi Pada Divisi Big Data Pt Telkom Indonesia). eProceedings of Management, 5(3). Available at:
https://core.ac.uk/download/pdf/299925323.pdf

Aragon, ML.LB., Jiménez, D.J. and Valle, R.S., 2014. Training and performance: The mediating role of
organizational learning. BRQ business research quarterly, 17(3), pp.161-173. Available at:
https://doi.org/10.1016/j.cede.2013.05.003

Bowen, T. and Pennaforte, A., 2017. The impact of digital communication technologies and new remote-
working cultures on the socialization and work-readiness of individuals in WIL programs. In Work-
integrated learning in the 21st century. Emerald Publishing Limited.

Bratianu, C., 2015. Organizational learning and the learning organization. Orga nizational Knowledge
Dynamics: Managing Knowledge Creation, Acquisition, Sharing, and Transformation, pp.286-312.
Chen, C.L., Lin, Y.C., Chen, W.H. and Heng, X.S., 2018. Determinants of cluster leadership and
identification on cluster innovation model. Leadership & Organization Development Journal. Available

at: https://www.emerald.com/insight/content/doi/10.1108/LODJ-10-2017-0305/full/html

Cortellazzo, L., Bruni, E. and Zampieri, R., 2019. The role of leadership in a digitalized world: A
review. Avalaible at: Frontiers in psychology, 10, p.1938.
https://www.frontiersin.org/articles/10.3389/fpsyg.2019.01938/full

Cousins, B., 2018. Design thinking: Organizational learning in VUCA environments. Academy of Strategic
Management Journal, 17(2), pp.1-18. Avalaible at:
https://www.proquest.com/openview/d1c4bf232a535fd48953fe54fh4e90b2/17pq-
origsite=gscholar&chl=38745

El Sawy, O. A., Kremmergaard, P., Amsinck, H., & Vinther, A. L. 2016. How LEGO built the foundations
and enterprise capabilities for digital leadership. MIS quarterly executive, 15(2).

Fagerberg, J., Srholec, M., & Verspagen, B. 2010. The role of innovation in development. Review of
economics and institutions, 1(2). Available at: http://www.rei.unipg.it/rei/article/view/15

Hair, J. F., Ringle, C. M., & Sarstedt, M. 2011. Journal of Marketing Theory and Practice PLS-SEM: Indeed
a silver bullet. Journal of Marketing Theory and Practice, 19(2), 139-152. Available at:
https://www.tandfonline.com/doi/abs/10.2753/MTP1069-6679190202

Hussain, R. 2015. The emerging digital culture of Bangladesh: Problems and prospects. Journal of
Philosophy, Culture, and Religion, 6, 18-25.

72


https://management-journal.org.ua/index.php/journal
https://core.ac.uk/download/pdf/299925323.pdf
https://doi.org/10.1016/j.cede.2013.05.003
https://www.emerald.com/insight/content/doi/10.1108/LODJ-10-2017-0305/full/html
https://www.frontiersin.org/articles/10.3389/fpsyg.2019.01938/full
https://www.proquest.com/openview/d1c4bf232a535fd48953fe54fb4e90b2/1?pq-origsite=gscholar&cbl=38745
https://www.proquest.com/openview/d1c4bf232a535fd48953fe54fb4e90b2/1?pq-origsite=gscholar&cbl=38745
http://www.rei.unipg.it/rei/article/view/15
https://www.tandfonline.com/doi/abs/10.2753/MTP1069-6679190202

Muniroh, Hamidah and Abdullah, T. (2022), “Managerial implications on the relation of digital leadership,
digital culture, organizational learning, and innovation of the employee performance (case study of pt. telkom digital
and next business department)”, Management and entrepreneurship: trends of development, 1(19), pp. 58-75. Available
at: https://doi.org/10.26661/2522-1566/2022-1/19-05

Ivancevich, J. M., Matteson, M. T., & Konopaske, R. 1990. Organizational behavior and management.

Shaughnessy, H. 2018. Creating digital transformation: strategies and steps. Strategy & Leadership.
Available at: https://www.emerald.com/insight/content/doi/10.1108/SL-12-2017-0126/full/html

Jyoti, J., & Rani, A. 2017. High-performance work system and organizational performance: Role of
knowledge management. Personnel Review.

Kane, G. C., Palmer, D., Phillips, A. N., Kiron, D., & Buckley, N. 2018. Coming of age digitally. MIT Sloan
Management Review and Deloitte Insights, 59(5), 1-10.

Lin, H. C,, & Lee, Y. D. 2017. A study of the influence of organizational learning on employees’ innovative
behavior and work engagement by a cross-level examination. Eurasia Journal of Mathematics, Science
and Technology Education, 13(7), 3463-3478. Available at: https://www.ejmste.com/article/a-study-of-
the-influence-of-organizational-learning-on-employees-innovative-behavior-and-work-4837

Luthans, F., 2021. Organizational Behavior _ An Evidence-Based Approach.

Mazzaoui, M. F. 1981. The Italian cotton industry in the later Middle Ages, 1100-1600. Cambridge
University Press.

Osman, S., Shariff, S. H., & Lajin, M. N. A. 2016. Does innovation contribute to employee
performance?. Procedia-Social and  Behavioral  Sciences, 219, 571-579.  Available at:
https://doi.org/10.1016/j.sbspro.2016.05.036

Pradhan, R. K., & Jena, L. K. 2017. Employee performance at the workplace: Conceptual model and
empirical validation. Business Perspectives and Research, 5(1), 69-85.

Shahzad, F. (2014). Impact of organizational culture on employees’ job performance: An empirical study of
software houses in Pakistan. International Journal of Commerce and Management.

Rana, S., Ardichvili, A., & Polesello, D. 2016. Promoting self-directed learning in a learning organization:
tools and practices. European Journal of Training and Development. Available at:
https://www.emerald.com/insight/content/doi/10.1108/EJTD-10-2015-0076/full/html

Rogers, D. (2016). The digital transformation playbook. Columbia University Press.

Russell, Z. A., Steffensen, D. S., Ellen Ill, B. P., Zhang, L., Bishoff, J. D., & Ferris, G. R. 2018. High-
performance work practice implementation and employee impressions of line manager leadership.
Human Resource Management Review, 28(3), 258-270. Available at:
https://doi.org/10.1016/j.hrmr.2018.02.003

Singh, Y., & Atwal, H. 2019. Digital culture—a hurdle or a catalyst in employee engagement. Int’l. J. of
Management Studies, 6(1/8), 54-60. Available at: http://dx.doi.org/10.18843/ijms/v6i1(8)/08

Westerman, G., Bonnet, D., & McAfee, A. 2014. Leading digital: Turning technology into business
transformation. Harvard Business Press.

Zhong, L. 2017. Indicators of digital leadership in the context of K-12 education. Journal of Educational
Technology Development and Exchange (JETDE), 10(2), 3. Available at:
https://aquila.usm.edu/jetde/vol10/iss1/3/

YIOPABJITHCBHKI HACJIIJKHA B3A€MO3B'SI3KY HIU®POBOI'O JIIJEPCTBA,
MU P®POBOI KYJbTYPU, OPTAHIBAIIIMHOI'O HABYAHHS TA IHHOBAIIIN ¥
POBOTI CHIBPOBITHUKIB (HA PUKJIAJI BUILTY HU®POBOI'O TA HOBOI'O
BI3HECY KOMITAHII PT. TELKOM)

Muniroh Hamidah Thamrin Abdullah
Universitas Negeri Jakarta, UNJ  Universitas Negeri Jakarta, UNJ  Universitas Negeri Jakarta,
Jakarta Indonesia Jakarta Indonesia UNJ Jakarta Indonesia

PT. Telkom Digital and Next Business Department € nornomiknoro ycranosoto B PT Telkom
Indonesia, onnomy 3 gepxaBuHux mianpuemcts (BUMN), 3ailHATHX y TeleKOMyHIKaIiliHINA Ta
iHpopManiiHii iHaycTpii. OCKUIBKM CBIT NMEpEKUBAE 3HAYHI KYJIbTYpPHI, COLiaJIbHI Ta €KOHOMIYHI
3MiHH, IO TPYHTYIOTHCS Ha 3pPOCTAIOUMX IU(PPOBUX TEXHOJIOTISAX, HEOOX1/IHI HaAlHI pecypcH, 1110
CTOCYIOThCSI €(PEKTUBHOCTI pOOOTH MpaIriBHUKIB. MeTO0 AaHOTO AOCTIIKEHHS € aHaji3 BIUTUBY
uudpoBoro Jigepcrsa, LU(POBOI KyAbTYypH, OpraHi3aliiHOrO HaBYaHHS, 1HHOBallli Ha
epexTuBHicTh poboTu mpaniBHukiB y IIT. Telkom Digital Next Business Department. ¥ npomy
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JOCITIDKEHHI BUKOPHUCTOBYETHCS KITBKICHMH MMAXIA 13 3aCTOCYBaHHSM METOAY YaCTKOBHUX
HalimeHmmx kBajpariB (PLS) 3 ogamM i3 anbTEepHATUBHUX METOJIB MOJCIIOBAHHS CTPYKTYPHUX
piBasHb (SEM). Bubip mocmimkenns - crmiBpobitHuku PT. Telkom Digital and Next Business
Department, 3aranpHo0 yucenbHICTIO 160 0cib 3a cykynHicTio 306 criBpoOITHUKIB, PO3TAIIOBAHUX
y Jbxakapti Ta bangynry. EmmipudHO pe3ynbTaTH IOCTIDKEHHS TOKa3ylOTh, IO HU(pOBe
JIepCTBO HE MPSMO BIUIMBA€E Ha €(PEKTHBHICTH POOOTH CIIBPOOITHHKIB, LU(ppOBa KyIbTypa HE
MpsIMO  BITUBAaE€ Ha €()EKTUBHICTh POOOTH CIIBpOOITHUKIB, OpraHi3aliifHe HaBYaHHS HE MPIMO
BIUIMBA€ HA €(EKTUBHICTH pOOOTH CHiBPOOITHUKIB, a IHHOBAMIl MAalOTh MPSIMHIA TTO3UTHBHUN BILJIUB
Ha eQeKTHBHICTb POOOTH CHiBpoOiTHUKIB. KpiM Toro, mudpoBe IiAEpCTBO YMHHUTH MPSIMHMA
MO3UTHBHUHI BIUIMB Ha IHHOBaMii, MOTIM HU(pPOBa KyJIbTypa HE YMHHUTH NPSMOrO BIUIMBY Ha
1HHOBAIlli, OpraHi3alliifHe HaBYaHHS HAJa€ NPSMUN MO3WTUBHHWKM BIUIMB Ha iHHOBamii. KiHmeBum
pe3yabTaTOM IBOTO JOCIHIPKEHHS € OTPUMAaHHs YIPaBIIHCHKUAX HACHIAKIB Ta pEKOMEHIAIH 1Jis
PT. Telkom Digital Next Business Department gy»xe motpiOHi JJ1si pO3BUTKY acHeKTiB [UGPOBOTO
JigepcTBa, MUPPOBOI KyIbTYypH, OPraHi3aliifHOr0 HaBYaHHS Ta MPOJAYKTUBHOCTI CIIBPOOITHUKIB Y
MOKpaIeHH1 1HHOBAIlIN, K1 BIUIMBAIOTh HAa MPOAyKTHUBHICTH cniBpoOiTHHKIB PT. Telkom Digital
Next Business Department.

KiarouoBi cjoBa: ynpaBiiHCBKI Hacmigkw, mU(pPOBe iAepcTBO, MmH(pPOBA KYIBTYpA,
oprasizarjiiiHe HaBYaHHs, IHHOBAIlii, €(PEKTUBHICTh pOOOTH IPaIliBHUKIB.

YIIPABJIEHYECKHUE ITOCJIEACTBUSA B3AUMOCBA3U HUP®POBOI'O JIMJEPCTBA,
[MA®POBOM KYJIbTYPBI, OPTAHU3AIIMOHHOT'O OBYYEHWS 1 UTHHOBAIIWI B
PABOTE COTPYJHHUKOB (HA ITPUMEPE OTAEJIA HU®POBOI'O 1 HOBOI'O
BU3HECA KOMITAHUMU PT. TELKOM)

Muniroh Hamidah Thamrin Abdullah
Universitas Negeri Jakarta, UNJ  Universitas Negeri Jakarta, UNJ  Universitas Negeri Jakarta,
Jakarta Indonesia Jakarta Indonesia UNJ Jakarta Indonesia

PT. Telkom Digital and Next Business Department sBnsieTcss BcroMoraTelbHbIM
yupexnaenuem B PT Telkom Indonesia, ogHoM u3 rocyaapctBeHHbIx npeanpustuii (BUMN),
3aHATBIX B TEJIEKOMMYHUKAIIMOHHOW ¥ wH(popMarmmonHod wuHAYycTpuH. [lockombky wmup
NepeXUBaeT 3HAYUTEIbHbIE KYJIbTYpHBIE, COLUAIbHBIE U SKOHOMUYECKHE U3MEHEHUs, OCHOBAHHBIE
Ha pacTymmx OUQPOBBIX TEXHOJOTHIX, HEOOXOIUMBI HAJEKHBIE PECypChl, Kacalouluecs
3¢ GEeKTUBHOCTH pabOThI COTPYAHUKOB. Llenbio 1aHHOTO UCCIeI0BaHMs SBISETCS aHAIU3 BIUSHUS
U(pPOBOTO JUIAEPCTBA, IU(PPOBON KYIBTYphl, OPTraHU3AIMOHHOTO OOYyYeHHUs, WHHOBAIlMH Ha
s dexTuBHOCTL paboThl coTpyaHukoB B PT. Telkom Digital Next Business Department. B nanHoM
WCCIIC/IOBAaHUH HCIIOJIB3YEeTCS KOJMYECTBEHHBIM MOIX0A C NPUMEHEHHEM MEeTOJa YaCTUYHBIX
HauMeHpIMX KkBaapatoB (PLS) ¢ oaHuM u3 anbTepHAaTHBHBIX METOJIOB MOJEIHMPOBAHUS
CTpYKTYpHBIX ypaBHeHul (SEM). BeiOopka uccnenoBanus - corpyauuku PT. Telkom Digital and
Next Business Department, oOmieii uncnenHHocTeio 160 uenoBek mnpu coBokymHocTH 306
COTPYIHUKOB, pacmojokeHHbix B Jxakapre wu bangyHare. DOMOUpUYecKH  pe3yabTaThl
UCCIIEIOBAaHMsI TOKA3bIBAIOT, YTO IM(PPOBOE JUAEPCTBO HE OKA3bIBACT MPSIMOrO BIMSHUSA Ha
3¢ (HeKTUBHOCTh pabOThl COTPYIHUKOB, IU(GPOBas KyJIbTypa HE OKa3bIBAE€T IPSIMOTO BIMSHHS Ha
3¢ PEeKTUBHOCTh PabOThl COTPYAHUKOB, OpPraHU3ALMOHHOE OOy4YeHHE HE OKAa3bIBAeT MPSIMOTO
BIMSIHUSA Ha J(PQPEKTUBHOCTh pabOTHI COTPYAHHWKOB, a WHHOBAIIMA OKAa3bIBAIOT IPSIMOE
MOJIOKUTENbHOE BIMsHUE Ha 3(deKTuBHOCTE paboThl coTpyAHHMKOB. Kpome Toro, mudposoe
JUIEPCTBO OKA3bIBAET MPSIMOE MOJIOKHUTEIHHOE BIMSHUE Ha MHHOBAIIMH, 3aTeM IIU(PpOBasi KyIbTypa
HE OKa3bIBaeT MPSMOTO BIUSHHS Ha WHHOBAIMH, OPraHU3allMOHHOE 00Yy4YEeHHE OKAa3bIBACT MPSMOE
MOJIOKUTETIbHOE BJIMSHAE HAa WHHOBAIMH. KOHEYHBIM pe3yabTaToM HJaHHOTO WCCIIEIOBAHUS
ABIISICTCA TOJy4eHHUe yIpaBlieHuecKux nocienctsuii u pekomengammii st PT. Telkom Digital
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Muniroh, Hamidah and Abdullah, T. (2022), “Managerial implications on the relation of digital leadership,
digital culture, organizational learning, and innovation of the employee performance (case study of pt. telkom digital
and next business department)”, Management and entrepreneurship: trends of development, 1(19), pp. 58-75. Available
at: https://doi.org/10.26661/2522-1566/2022-1/19-05

Next Business Department o4eHb HEOOXOAMMBI JIJIsi PA3BUTHs aCHEKTOB IHM(POBOrO JIUIEPCTBA,
M(pPOBOK KYyJIbTYPBI, OPraHU3ANMOHHOTO OOYYEHUS U TMPOW3BOJAUTEILHOCTH COTPYAHHKOB B
YIIYYIICHUW WHHOBAIIMH, KOTOPBIC BJIMSIOT Ha IMPOM3BOIUTENBHOCTh coTpyaHukoB PT. Telkom
Digital Next Business Department.

KitoueBble cioBa: ympaBieHUYECKHE TIOCIEICTBUSA, LU(POBOE IUAEPCTBO, LUppoBas
KyJIbTypa, OpraHu3allMOHHOE 00yYeHHEe, HHHOBAIMH, Y3(PPEKTUBHOCTh PaOOTHI COTPYIHHUKOB.
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Abstract. Women, particularly minority women, remain underrepresented in entrepreneurial
activities and continue establishing ventures in low-growth sectors. This qualitative research
explores ethnic minority female entrepreneurs' experiences by focusing on why women might
choose entrepreneurship as a career choice and their constraints. The study adopts a social
constructionist approach, specifically narrative design. Data were collected through in-depth
interviews with ten minority female entrepreneurs who founded ventures in Sri Lanka. Thematic
analysis was used, and the transcripts were reviewed and explored, codes created, emerging themes
identified, and interpretation with explanation building undertaken. Findings revealed that
perception of ethnic discrimination discourages some ethnic minority businesses from applying for
bank loans. As a result, female entrepreneurs perceive higher financial barriers to their business.
Moreover, the results highlight the importance of transnational family networks within all aspects of
the business and suggest that these links can sometimes provide a fertile source of new business
ideas and limit innovation and decisions shaped by cultural norms. The findings can support
facilitating and promoting entrepreneurship among ethnic minority female entrepreneurs. It could
be valuable to further our understanding of the role of ethnic minority females and their experiences
of combining entrepreneurship and business.

Keywords: ethnic minority entrepreneurs, female entrepreneurs, narratives, qualitative
JEL Clasification: C35, L26, L31.
INTRODUCTION

Significant efforts are being made in both developed and developing countries to promote
female entrepreneurship, given its impact on economic and social development in any country.
Female entrepreneurship is growing significantly worldwide and contributes to income generation,
employment opportunities, rural development, poverty alleviation and innovation (Brush, 1992;
Brush and Cooper, 2012; Welter, 2004; Henry et al., 2015). Hence, women entrepreneurs have
attracted increasing attention from public and private, national and international organisations, who
devote substantial resources for their economic empowerment. However, ethnic minority female
entrepreneurship is still under research area. Regardless of the number of women creating
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businesses, studies show gender-specific and cultural barriers, including ethnicity, that constrain the
growth and sustainability of women's entrepreneurship.

According to the scholars' ethnic minority entrepreneurs are playing a significant role in
economic development. Wirtschaft and Arbeit (2005) found that in Germany (1987 to 2003-time
period), foreign entrepreneurs are twin their businesses up to 286,000 firms, it provides 3% to 4 %
of total employment but also still lack ethnic minority participation for the entrepreneurial activities
lower than their Germans, at 10 per cent. Researchers highlight that minorities' involvement is
increased and have not fully utilised the expectations (Boden and Nucci, 2000; Carter et al., 1997;
Robb, 2000) and are more likely to fail their start-up businesses (Carter et al., 2001). Lack of
finance is the major challenge faced by ethnic minority businesses. Also, they enter into the low
profit-making markets, and through that, they cannot create good value addition. Because of that,
they struggled to survive the industry (Bates, 1997) Ram et al. (2017) and Ram and Smallbone
(2003) found unequal treatments within the industry in which they operate their markets, and fewer
amounts receive for imports, and monopolistic buyers in the global completion are the major threats
faced by the ethnic minority entrepreneurs. Female ethnic minority entrepreneurs are compressed
by their cultures and beliefs that females enter and run the ventures and do not receive the same
support from family members as male counterparts (Dhaliwal and Kangis, 2006). As per the
research findings worldwide, female entrepreneurs and ethnic minority participation in
entrepreneurial activities increase daily. However, their failure rate is high compared to male
counterparties because they face traditional issues in entrepreneurial activities. Regardless of the
change in time that has led to over 252 million women entrepreneurs worldwide, they are still
struggling to overcome their challenges regularly.

A significant finding from the literature was that ethnic minority women were usually
underrepresented in entrepreneurship. It is recognised that fewer ethnic women than men start
businesses (Jennings and Brush, 2013). Many reasons have been identified for this, including that,
on average ethnic minority women have historically lacked in social, financial and human capital
compared to men; they have faced discrimination in labour and financial markets, and that potential
business support institutions and programs are gender-biased. Since men also face difficulties in
becoming entrepreneurs, the question has been posed as to why ethnic minority women may
experience more severe constraints and why they choose entrepreneurship as a career option.

LITERATURE REVIEW

2.1. Female entrepreneurship

Research on female entrepreneurship developed rapidly since the second half of the 1980s by
focusing on this sector as a separate research area (Jennings and Brush, 2013). Most of this
research has focused on individual characteristics of women entrepreneurs, women's motivation to
start their businesses, their management style, and the constraints they face (Jennings and Brush,
2013). In addition, most initial studies concerned female entrepreneurs in developed countries, and
few studies were conducted in other contexts (Mekonnen and Castino, 2017).

The fewer participation in entrepreneurial activities is constantly highlighted in the literature,
and female entrepreneurs tend to perform less than their male counterparts (Jennings and Brush,
2013). Specifically, they tend to be less profitable, less resilient and less growth vigorously on
average (Surangi 2018). Furthermore, most patriarchal societies expect that womens' primary
responsibility is the domestic tasks and that men are the leading public representative and
breadwinners (McDade and Spring, 2005). Consequently, role conflict is a potentially significant
concern for employed and entrepreneurial women (Surangi, 2018). However, evidence shows that
most women in Asian countries are involved in business activities without any corresponding
decrease in domestic roles (Surangi, 2018). A few scholars (e.g. Jennings and McDougald, 2007;
Shelton, 2006) have argued that another, somewhat neglected reason for the relative
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underperformance of female-owned businesses could women experiencing more role conflict than
men.

The institutional theory explains the difference between men and women regarding their
entrepreneurial activities (Baughn, 2006). Females have the same rights as male counterparties
subject to distinction generated by social norms and expectations. In some countries, females get
less respect and face different challenges. These discouragements impact the business formation
and less involvement in entrepreneurial activities (Patton and Marlow, 2005). Unfortunately, there
are few arguments available in the literature. One of the famous arguments is that little evidence
exists regarding the start-up bias that countries are unseen in most developed nations.

In contrast, lack of government support negatively reduces the female entrepreneur's social
capital in developing countries (Welter, 2004). Limiting mobility, lack of network and market
interactions are the main problems female entrepreneurs face in the male-dominant society
(Hafizullah, 2012). In Pakistan, female entrepreneurs face many cultural issues compared to other
Asian countries (Palaniappan et al., 2012). Coleman and Robb, (2009) found that female
entrepreneurs' enterprises are smaller in size, profits, and very few survive within the industry. For
example, Biz2credit company (a leading online credit marketplace) revealed that female
entrepreneurs' revenue has increased by 12 per cent from the past year.

In comparison, men-owned businesses generated 60 per cent income in 2015, based on 35,000
loan applications from business owners (Bose, 2016). When considering social capital, female
entrepreneurs' network relationships are more effective than male counterparties. However, fale
entrepreneurs face unique challenges and barriers in accessing social and financial capital
(Loscocco, 2009).

2.2. Ethnic minority entrepreneurship

During the 1970 and 1980 period, small business and self-employment researchers highlighted
the research on ethnic minority entrepreneurship (Hiebert, 2002). A few studies stress the role of
ethnicity to explain disparities in the performance of different ethnic entrepreneurial firms (Aldrich
and Waldinger, 1990). Ethnic entrepreneurship became a popular subject of research and
policymaking in various nations and multi-cultural societies. A plethora of ethnic minority
businesses (EMBSs) is a part of the business landscape in most countries of the world (Engelen,
2001).

Aldrich and Waldinger (1990) have argued that the lack of open and equal careers blocked
ethnic minority entrepreneurs' opportunities in the labour market; most ethnic minorities start their
businesses due to the above reasons. The fewer participation of the entrepreneurial activities is
constantly highlighted in the literature. Evidence shows that the ethnicity of entrepreneurs
influences their performance. Thus their business performance means assuming that certain groups
of ethnic entrepreneurs, due to the unique constraints of their ethnicity, are more frequently limited
to business opportunities of lower quality and prone to more unsatisfactory business performance.
Consequently, the relationship between ethnic businesses and performance measures must be
reconsidered. However, the literature showed that ethnic minority groups continued to face
significant barriers to economic participation and needed exceptional support in their business
ventures (Victor and Associates, 1993).

According to the social network theory (Burt, 2004), belonging to a social network offers
individuals the advantage of social capital. Entrepreneurs are embedded in social networks, and
networks play a critical role in the entrepreneurial success (Aldrich and Waldinger, 1990). There are
few arguments available in the literature. One famous view is that social networks help
entrepreneurs gain access to different capital, including finance (Granovetter, 1985). However,
evidence shows ethnic minority groups in North London ( Bieler, 2000) limit their social capital as
they cannot expand their market beyond their ethnic enclaves. Therefore the social constraints of
the community could inhibit break-out. Previous studies (Du , 2013) provide insufficient evidence
on whether an entrepreneur's religious belief affects bank lending decisions. One strand of the
literature compares explicitly ethnic minority and non-minority access to finance and the


https://management-journal.org.ua/index.php/journal

Sahira, S. and Surngi, H.A.K.N.S. (2022), “A women's worth: exploring ethnic minority female entrepreneurs'
experiences in Sri Lanka”, Management and entrepreneurship: trends of development, 1(19), pp. 76-88. Available at:
https://doi.org/10.26661/2522-1566/2022-1/19-06

implications for business performance. Further, some findings show that disadvantaged minorities
face more financial severe constraints due to lending discrimination, resulting in lower business
performance (Coleman, 1988).

2.3. Ethnic minority female entrepreneurship

Research on ethnic minorities and female entrepreneurship represents a growing scholarly
work. The ethnicity of female entrepreneurs is under research area in entrepreneurship (Levent,
2003). Women entrepreneurs who belong to an ethnic minority group are subject to double jeopardy
in terms of being the subjects in academic research. They are disadvantaged because they are
women and are doubly disadvantaged if they also belong to an ethnic minority group.

The women fewer participation and failure of the entrepreneurial activities are consistently
highlighted in the literature. Evidence indicates that BAME (black, Asian and minority ethnic)
females perform well ethnic than white women (GEM, 2004). Gender roles are often conflicting
with entrepreneurial activities, and it is no longer possible to accurately estimate how many South
Asian female is in business (Dawe, 2005). For example, gender roles prevent admission to sources
desired to apprehend a venture, compounded via biased institutional frameworks that can constrain
their integration into the rising market economies (Allen et al, 2008). For example, some research
findings revealed that South Asian females had been disadvantaged in gaining access to business
aid and financial assistance (Dawe, 2005).

Several theories propose to clarify the entrepreneurial orientation of ethnic groups.
Scholars often used cultural, disadvantage,and mixed embeddedness theory (Azmat, 2010). The
cultural theory posits that aspects like social norms, beliefs, and family ties influence ethnic
entrepreneurs to  start businesses, the sort of business formed, and the outcome of
these businesses (Volery, 2007). Recent theories have advocated a more interactive framework
of 'mixed embeddedness' during which the internal ethnic resources and cultural milieu of the
ethnic entrepreneur interact with the external influences of the broader economic and
institutional environment (Kloosterman et al, 1999). The term break-out has traditionally been
used in the ethnic minority entrepreneurship literature to describe the ethnic entrepreneurs moving
from co-ethnic to mainstream markets serving the white majority (Waldinger, 1990).

Consequently, Co-ethnic markets tend to be associated with low value-added goods and an
inability to attract customers from outside the ethnic market is seen as a critical constraint on
growth (Barrett, 2002). (Kilby, 1983) revealed that both male and female entrepreneurs in
developing countries often entails overcoming inefficiencies in routine managerial functions such as
interruptions in production, variance in quality, slow rate of throughput, and leakages of raw
materials. Especially female ethnic minorities face more significant challenges and difficulties when
compared to the men and women in the major groups. (Gabaccia, 1991).

METHODOLOGY

This study adopts a qualitative approach to understand ethnic minority female entrepreneurs’
experiences. Scholars revealed that the qualitative approach is most suitable for understanding
peoples' ideas, experiences, and perceptions in a particular context (Gower and Silverman , 1985).
Therefore, the in-depth narrative interview and observation were used as a research tool. The
research site was the western province in Sri Lanka, with most ethnic minority females engaging in
business activities. The data were collected over the four months (September — December 2020)
after some initial pilot study in the same year. Study participants were chosen based on the
heterogeneity strategy such as age, marital status, business types, location and educational level.
Two interviews were held with each woman (10 total interviews) in the sample. This second
interview took place one or two months after the first interview. In between, it was possible to read
and re-read the interview transcript data from the first interview, which helped identify essential
issues, contradictions, inconsistencies and evasions before going on to the second interview as a
new session. The individual narrative interviews took place in their work settings, and the
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participants chose the venues, date and time. All the interviews were audio-recorded, and the
average length of the interviews was 1-2 hours. Thematic analysis was used to analyse the collected
material.

DISCUSSION AND FINDINGS

The purpose of this section is to propose the major themes emerging from the female
entrpeneurs’ stories based on the research questions. Each theme was explained with examples
drawn from participants' own words and the researcher's interpretations to show the essence of each
theme. Further, the researcher will use the relevant literature to contextualise the findings.

4.1.0. Why do ethnic minority female entrepreneurs choose entrepreneurship as their carrier
path?

This section describes themes related to why ethnic minority female entrepreneurs choose
entrepreneurship as their carrier path.

3.1.1. Family background

Ethnic minority female entrepreneurs mentioned that their family backgrounds played a
dominant role in improving their entrepreneurial perspective. Some reported that they started their
business because they have a business-oriented culture within the family. According to one of the
respondents,

I got inspired by my fathers' business. in my childhood, | went to my fathers' fancy & jewellery
shop and sat aside and observed the company's daily routines (Fareeha)

This family background directly impacts opportunity development processes, motivating the
female entrepreneur to pursue her desired objectives. Rahma comments show that she comes up
with business ideas through her parents' businesses. These findings comply with prior literature.
Cunningham and Lischeron (1991) revealed that the family is the most influential institution for an
entrepreneur to achieve objectives.

Family support also motivates ethnic minority female entrepreneurs to start their businesses.
One of the participants mentioned the role of her family as follows,

My father is living abroad. He is the person who gave the financial support, and my mother
and my brother support to packaging line of my clothing line (Sumeiha)

This statement shows that family support always influences her to keep her business going.
Especially research on entrepreneurial behaviour found that business-owned families, especially
fathers running their businesses, strongly influence female entrepreneurs to bring their ideas into
viable businesses (Cunningham and Lischeron, 1991).

3.1.2.  Worklife balance and flexibility

Work-life balance is an essential aspect of ethnic minority female entrepreneurs. As per their
culture, they are restricted to go for a job. Because they need to more care about the family needs as
a female. Due to that, most ethnic minority female entrepreneurs choose entrepreneurship as their
carrier path. One respondent said that she left her 9-5 job after her marriage because her husband
resisted doing a job. The husband is more concerned about caring for children and housework.

My husband resists doing a job, so it is hard for me because I'm a hard worker and have an
excellent educational background. Then I decided to start my clothing store. Now | can care for my
children and my business. It is less stressful, and | can work whatever time | need. (Nafreen)

Another respondent, Shifna said,

I, please stay home. Because it is convenient to stay home and care for children, I can make a
good income with a more convenient schedule.

As per the respondent, they start their business out of necessity to meet their family needs.
They highlight that if they are selecting doing businesses rather than going for a job, business is
more flexible because at the same time they can obtain both caring a business and caring for their
children, which means family needs. These fings are similar to previous findings. De Martino and
Barbato, (2003) revealed that females choose entrepreneurship as a flexible career choice.
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3.1.3.  Cultural lifestyle

Previous studies showed that culture is an important factor that can be used for explaining
entrepreneurship among different societies (Cornwall, 1998). Most of the Islamic culture is
influenced by the female labour force. According to one of the interview respondents' (Nafreen)
comments,

| used to work as a lecturer, but my husband did not allow me to do a job after my marriage.
So then | left my job, and | stopped my highest studies. After that, | started a business.

Her quotation shows that she starts business after letting her job. Because her cultural
principles negatively influence her to do a job. However, it favourably affects females to start their
businesses.

Another respondent comments,

I was a teacher in a private school, and I had 5 & : years of experience. When [ married, 1
had to relocate and gave up my job. A few years later, | started this business. (Nizra)

According to the above women experience, it can be clearly seen that culture directly
influences women business start-up, motivation engagement, morale, and, ultimately, productivity.
Further, entrepreneurial initiatives are embedded in a complex and multilayered cultural
environment. Thus, gender and culture dynamically interact, shaping gender role expectations and
identities and the economic and social environment in which women's entrepreneurship is
embedded (Dechant and Al-Lamky, 2005).

3.1.4.  Experiencing inequality in the job market and Glassceeling

According to the recent statistics, there is evidently increased employment among ethnic
women. However, they are experiencing discrimination and inequality in the job markets. The
following quotations show respondents experience on that.

I worked in the government sector. However, | was not ok with the position | got there because
| feel overqualified. (fareeha)

| worked in a private company for six years, and | worked hard and permed well. Nevertheless,
I did not get any promotion. | feel that my management has negative attitudes regarding Muslim
women's capacity. (Shifna)

In this setting, it can be seen that ethnic women find it more challenging to obtain a suitable job
and go on their career ladder. Rather than direct discrimination, this is mainly due to a greater
prevalence of risk factors such as gender, ethnicity and negative attitudes. Therefore, the perception
of ethnic discrimination discourages some ethnic minority women from applying for jobs. However,
it leads to an increase in the business start-up among ethnic women

Similar evidence was found in Nelufa's story,

I worked in an ethnic minority company and performed well in my position. However, | did not
get a promotion as being a Muslim woman. (Nelufa).

Women are in some way subject to gender-based and ethnic discrimination, and indeed, there
is a wealth of evidence to support this belief. For instance, the feminist literature highlights that the
day-to-day experiences of ethnic minority women can be drastically different from ethnic majority
women. However, both groups fare worse than men in most outcomes.

4.2.0. What are the issues and challenges faced by ethnic minority female
entrepreneurs?

In general, ethnic minority women face numerous challenges in business. However, while
many women have made significant strides in the business world, they still face seemingly
insurmountable obstacles as entrepreneurs. Here are some of the complex challenges that many, if
not most, women of ethnic minority entrepreneurs encounter.

4.2.1.  Strong Religious Rules & Principles

Contemporary Islamic finance is based on several prohibitions that are not always illegal in the
countries where Islamic financial institutions operate. For example, Islam considers lending with
interest payments an unfair practice favouring the lender at the borrower's expense. Participants in
the study confirmed this. As Shazwa and Fareeha relates,
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I would borrow finance according to the assistance of the Islamic financial method without
interest. Because our religion prohibited borrow interest loans. (Shazwa)

When | start my business, | found finance with the help of my husband, and I cannot get
finance base on interest because it is beyond Islamic principles. (Fareeha)

In this setting, this series of religious rules and principles should be applied in the managerial
processes of Islamic to achieve economic performance in respect to their religious principles,
directed at assisting the achievement of social justice, understood as the fair distribution of wealth
in the society, and safeguarding the interests.

Several studies have been conducted into the ethnic minority in Islamic Finance, which has
analysed the basic principles of the Islamic religion, the objectives, the determinants, and disclosure
to highlight the religious core of the concept and operating of a business. Therefore, religious rules
have been argued to affect entrepreneurship negatively as women limit their financial sources.
Researchers revealed that access to financial capital is critical during the business start-up
stage. Women under capitalisation during the enterprise formation and development lead to
underperformance of the business (Shaw et al., 2009).

4.2.2.  Cultural barriers

4.2.2.1. Societal pressure to accept as women being an entrepreneur

Many women of ethnic minority entrepreneurs will tell you that they have, and are still facing,
a double bias due to both their race and gender. This, in turn, creates difficulties in obtaining
funding, reaching out to potential partners, and even networking. In addition, some cultural
practices might negatively influence female entrepreneurs’ business than their male counterparts
(Dechant and Al-Lamky, 2005). Interview participants believe that social pressure and cultural
attitudes may affect females' mobility in conducting their businesses.

As Nizra said,

| am a teacher, but after my marriage, | left my job because my husband holds out against that.
So after that, I started my production clothing line still my husband doesn't like that because he
always wants to see me as a wife with the children and housework.

Ethnic women face challenges with social attitudes as modelled by males who are comfortable
with this cultural environment. Women are brought up in a male society, where we find
discrimination between genders in roles, behaviours, occupations, and jobs. The main obstacle for
women entrepreneurs in this study is that entrepreneurship was reserved for males, therefore
considered a male's career and women are considered homemakers.

I currently involved in a home-based business. My idea is to expand and relocate the business
as the current location is not near the main road. However, my husband and family members do
not allow me to do so (Shifna)

To be entrepreneurs, women will have to face adverse reactions and pressures from society:
and the family, including a spouse. Several people, including spouses and family members, do not
accept running a business differently as they believe that women are more responsible for domestic
tasks than entrepreneurial activities.

4.2.2.2. Experiencing difficulties in expanding markets beyond the ethnic enclave

As per the previous study results, most ethnic minority female entrepreneurs run their
businesses within their ethnic enclave (Danson and Davidsson, 1995). Some studies have
highlighted the resilience of these communities and described such enclaves as sources of mutual
support, collective political power and beneficial social relationships. However, other studies have
examined the negative influences on ethnic entrepreneurial activity within the enclave. Evidence
was found in this study, as Dilluxshin and Nizra relates,

I am focusing on wedding and function dressing for our ethnic group because I could not learn
the wedding dressing for other ethnic groups. (Diluxshini)

My clothing shop mainly focuses on females who are in our religion. | provide clothes related
to our religion because our ethnic garments are different from the other ethnic groups. (Nizra)
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The above quotations show that ethnic minority female entrepreneurs do their businesses
within their community and offer products and services related to their ethnic groups. However,
Choeni (1997) suggested that ethnic minority businesses are based on ethnic products, ethnic
markets and customers. Therefore, an enclave economy can offer only a limited number of business
opportunities. In addition, necessities in an enclave society are typically lower than what could be
earned in the larger community, where there is a more excellent range of alternative business
opportunities and market expansion (Danson and Davidsson, 1995).

4.2.3. Gender Discrimination

Gender inequality is one of the oldest and most pervasive forms of inequality globally. It
denies women their voices, devalues their work, and makes women's positions unequal to men's.
Despite some significant progress to change this in recent years, in no country do women have
economic equality with men, and women are. There is consensus among scholars that women can
play a key role in the entrepreneurial phenomenon. Gender inequality exists in terms of economic
development and the rates of entrepreneurial activity. There is a significant gender gap in the
entrepreneurial activity rate worldwide (Allen et al, 2008).

Respondents in the study explained that they were poorly treated and discriminated against as
being a woman. Fasna (one of the respondents) explained,

Sometimes, | was badly treated by my suppliers. They did not like to negotiate prices with me.
Sometimes they did not provide quality materials. So, | am disappointed. (Fasna)

Fasna faced several problems at the beginning of the business. First, the male suppliers'
problems were very noticeable, and their attitudes were irresponsible, defiant, and sometimes
hostile. She thinks that male interaction is a major constraint for the women doing business in Sri
Lanka, as the society has a tunnel vision and very conservative attitudes towards ethnic women.

4.2.4. Lack of finance and Institutional support

For minority women, the chances of getting traditional sources of funding such as loans can be
slim to none. This may be due in large part to both conscious and unconscious bias. Scholars
revealed that small business owners of ethnicity and gender are more likely to be denied credit than
other small business owners (Surangi, 2018). As a result, fewer women of ethnic entrepreneurs seek
to apply for loans. According to Dilakshini (Tamil lady) one of the interview respondents in the
study,

A few months back, | applied for a bank loan, but they rejected my application due to the
business registration. When | applied for a bank loan, I did not register my saloon. (Dilakshini)

Based on the above quotation, it is clear that female ethnic entrepreneurs often also suffer from
low credibility when dealing with the various stakeholders associated with their firms. The modern
institutional environment in Sri Lanka has an improving tinge of equality and sometimes even
discriminates positively favouring ethnic women. Still, the underlying power of tradition and the
vested interests of the patriarchal system work to maintain the status quo. Overall, the literature is
blurred as to whether discrimination is present in the formal banking system, as bankers use a more
objective approach to consider loan applications. However, these can still indirectly disadvantage
ethnic and female groups as they do not favour (Fraser, 2009) .

4.2.5. Lower Educational Level & Skill

Current literature in entrepreneurship found that entrepreneurial education stimulates women to
take up entrepreneurship as a career option. Getting appropriate education helps them locate sources
of innovative ideas and convert them into enterprises. However, most ethnic female entrepreneurs
in the study lack education and managerial skills. These females have less knowledge about market
conditions and lack basic business training. In Sri Lanka, both local and international efforts are
being made, but females are still facing this problem. This essence was found in Nilufa's story, as
she relates

When | run my business, sometimes, | get complaints from my customer. | need to care about
them and consider their requirements, but | have not the proper educational background to deal
with these problems. So, | need to depend on others support (Nilufa)
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Education about enterprise, mentoring before starting a venture, career guidance, marketing
information, working capital management, etc., are missing essentials. As a result, women find
themselves lost despite having a fair idea of things. The majority of women even start the business;
lack of experience pushes them out of the race in the middle of the journey (Surangi, 2018)

4.2.6. Language skills and shared cultural understanding

language skills and shared cultural understanding are other challenges identified in this study
and the literature (Sepulveda et al., 2008; Smallbone et al., 2005; Edwards et al., 2016). Ethnic
communication issues can be critical reasons for limiting business expansion and success, allowing
them to serve their communities where no language or communication issues exist. This essence
was found in Dilluxshini story,

| offer my hairdressing and saloon service for all communities. My business is located on
hospital road, so Sinaleese customers also come to my salon. sometimes, | couldn't get the exact
idea of what they said. (Diluxshini)

Evidence from the above quotation suggests that language skills are critical in understanding
customer needs and increasing the customer base as the wider population are equally important.

CONCLUSION AND IMPLICATIONS OF THE STUDY

Research has overlooked the double or even triple-disadvantage that some people face due to
combinations of factors they experience, which possibly also merits further focus. Therefore, this
study contributes to the current literature on ethnic minority and female entrepreneurship areas by
exploring the experience of ethnic minority female entrepreneurs in Sri Lanka. Furthermore, this
study demonstrates the reasons for choosing entrepreneurship as a career option and issues and
challenges faced by ethnic women.

The study found that ethnic female entrepreneurs face doubly disadvantaged situations due to
gender and ethnicity. However, women choose entrepreneurship as their career option due to
various reasons. The reasons include family background, work-life balance, cultural lifestyle and
experiencing inequality in the job market and Glassceeling. Further, findings revealed that when it
comes to start - up and business growth barriers, female entrepreneurs running their businesses in
an enclave with a relatively small ethnic minority population suffer from many of the same issues
found in previous studies where larger ethnic communities reside. However, this study revealed a
different context with some varying concentrations of these challenges and problems. These barriers
include religious solid values and principles, cultural barriers, gender discrimination, unable to
expand the market beyond ethnic enclave, access to finance from local banks, regulatory and lack of
business support, lack of education and language barriers. Many of these challenges are faced by
entrepreneurs in general rather than purely being the preserve of ethnic minorities. However, it was
also found that those ethnic female entrepreneurs suffer from local issues and problems due to their
ethnicity.

The government has promoted business support over the years to overcome such issues.
However, mainstream support services are not always appropriate for the needs of ethnic minority
businesses (Ram et al., 2006) and/or are not trusted (Ram et al., 2017). More recently, it has been
suggested by support agencies that support needs are similar for all businesses, and additional
barriers faced by ethnic minority firms are more likely to reflect sectoral or locational issues (Ram
et al., 2017)In addition, there may be a distrust of support services with a particular focus on a
specific ethnic group (Ram et al., 2012). Therefore, explicitly targeting supporting mechanisms may
be necessary for ethnic businesswomen who are starting their businesses. However, joining mixed-
ethnic networks also adds value to creating social capital. Codes of practice could be developed in
terms of explicit requirements and tacit attitudes and behaviour that are more female and ethnic-
friendly concerning how such women are treated when they interact with government institutions,
NGOs, and financial institutions.
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Ethnic women entrepreneurs do not operate in isolation. They work under the same macro,
regulatory and institutional framework as their male counterparts and Sinhalese majority in a free
market mechanism in Sri Lanka. Therefore, it is necessary to dig deeper to understand the gender
and ethnic biases embedded in society, limiting women's mobility, interactions, active economic
participation, and access to business development by the government and relevant authorities. It
would be valuable to conduct a longitudinal study to understand how values, challenges, and
barriers change as firms develop.
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HOIHHICTD KIHKHW: BUBYEHHSA JOCBIAY KIHOK-IIIAITPUEMIIB 3 YU CJIA
ETHIYHUX MEHIIINH Y IIPI-TAHIII

S.SAHIRA H.A.K.N.S. SURANGI
Department of Commerce and Financial Department of Commerce and Financial
Management, University of Kelaniya, Sri Lanka, Management, University of Kelaniya, Sri Lanka

XKinku, o0coOaMBO TNPEACTABHUKM MEHIIMH, SIK 1 paHille, HEIONPEJCTaBlIeHl B
HiANPUEMHUIBKINA AISUTBHOCTI 1 MPOJOBXKYIOTh CTBOPIOBATH MIANPHUEMCTBA B HU3BKO3POCTAIOUYMX
cekTopax. JlaHe sKICHe AOCHTIJKEHHS BMBYAE JOCBII JKIHOK-MIJIPUEMIIB 3-TIOMDK ETHIYHHX
MEHIIUH, (OKYCYIOUHCh HA MPHUYMHAX, 3 SKUX >KIHKM MOXYThb BHOpaTH MiJNPUEMHULTBO SK
Kap'epy, Ta iXx oOMexeHHS. Y JOCHII)KEHHI BUKOPUCTAHO MIJX1Jl COLIaJIbHOTO KOHCTPYKTUBI3MY,
30KpeMa, HapaTWBHUM nu3aiiH. Jlani Oynu 3i0paHi B XoJi TIMOMHHMX IHTEPB'I0 3 JecATbMa
KIHKaMU-TIANPUEMIISIMU  Cepell MEHIUWH, sKI 3acHyBaid mignpueMmctsa B lpi-Jlanmi.
BukopucToByBaBcsi TEeMaTUYHHMIA aHali3, y X0/l SKOro OyJ0 MEeperyisiHyTo Ta BUBYEHO CTEHOTPAaMH,
CTBOPEHO KOJM, BHU3HAYEHO BHUHMKAIOUl TEMH Ta TIPOBEICHO IHTEPIIPETAIlil0 3 MO0YI0BOIO
MosiCHEHb. BHCHOBKM MOKa3zaiM, IO CHPUMHATTS €THIYHOI IUCKPUMIHAII 3aBakae [EsIKUM
HiANPUEMCTBAM €THIYHMX MEHIIUH 3BepTaTHcs 3a OaHKIBCBKMMHU KpenuTamu. bijgbin Toro,
pe3yNIbTaTH HAroJIONIYIOTh Ha BAXKIMBOCTI TPAHCHALIIOHAIBHUX CIMEHHMX MEpEX y BCIX acleKTax
0i3Hecy Ta MPHITYCKAlOTh, IO I 3B'A3KM MOXXYTh 1HOJI CIYXHTH POJIOYUM JDKEPEIOM HOBHUX
Oi3Hec-ied Ta oOOMexyBaTH I1HHOBalii Ta pilleHHS, C(QOPMOBAaHI KYJIbTYPHHUMH HOPMAaMHU.
OTtpumani pe3yiabTaTH MOXYTb JOIIOMOITH y CIPUSHHI Ta PO3BUTKY MIJNPUEMHULITBA Cepe]l )KIHOK-
MIJIPUEMIIB 13 UKCIa €THIYHUX MeHIINH. [{e Moxke OyTy LIHHUM JJIs [TO/1ajIbIIOr0 PO3YMIHHS POl
KIHOK 3 YMCJa €THIYHUX MEHIIUH Ta IXHBOTO JOCBIy NO€AHAHHS MiIMIPUEMHHIITBA Ta O13HECY.

KirouoBi cioBa: mianmpueMmii 3-MOMiK €THIYHUX MEHIIMH, KIHKH-IANPUEMII, HApaTUBH,
SIKICHE JTOCIIIKEHHS.
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HEHHOCTD KEHIIUHDbI: U3YYEHUE OIBITA YKEHIIWH-
INPEANTPUHUMATEJIEN U3 YUCJIA OTHUYECKUX MEHBIIUHCTB B IIIPU-
JIAHKE

S.SAHIRA H.A.K.N.S. SURANGI
Department of Commerce and Financial Department of Commerce and Financial
Management, University of Kelaniya, Sri Lanka, Management, University of Kelaniya, Sri Lanka

XKenmunsl, 0cOOEHHO MPEICTABUTENN MEHBIIMHCTB, MO-TPEXKHEMY HEIONpPEICTABICHbl B
IIPEAIPUHUMATEIBCKOM IEATENbHOCTH U NMPOJOJDKAIOT CO3/1aBaTh MPEANPUATHS B HU3KOPACTYILHUX
cexropax. J[aHHOe KayeCTBEHHOE HCCIICIOBAHME W3Y4acT ONBIT JKCHINHUH-NPEAIPUHUMATEICH U3
qycaa 3THUYECKUX MEHBIIMHCTB, (DOKYCHUPYSCh Ha NPUYMHAX, 10 KOTOPHIM >KEHIIMHBI MOTYT
BBIOpaTh MPEeNNpPUHUMATEIBCTBO B KAauyeCTBE Kapbepbl, U HMX OTpaHMYCHUsX. B wuccienoBaHun
WCIOJIb30BAaH IOAXOJ COLMAIBHOIO KOHCTPYKTMBHM3Ma, B YACTHOCTH, HAppaTUBHBIM [IW3aiiH.
HNanuble Obuin  coOpaHbl B XOJ€ INIYOMHHBIX MHTEPBBIO C JIECATHIO JKEHIIMHAMU-
IPEANPUHUMATEISAMU U3 YHUCJIa MEHBIIMHCTB, KOTOpble OCHOBanu npeanpusatus B Ilpu-Jlanke.
Vcnonp30Bancst TeMaTHYeCKHH aHalW3, B XOAE€ KOTOPOrO OBUIM TPOCMOTPEHBI U H3y4YCHBI
CTCHOI'PAMMBI, CO3/1aHbl KOZbI, ONPEJCIICHbl BO3HUKAIOIINE TEMBI U NPOBEJIEHA MHTEPIpETALUs C
IIOCTPOCHUEM OOBSICHEHUH. BbBIBO/BI MOKa3aiu, 4TO BOCHPUATUE STHUUECKON IJUCKPUMHHALIUU
MEIIAeT HEKOTOPBIM MPEANPHUITUAM STHUYECKHMX MEHBUIMHCTB oOpamarbcs 3a OaHKOBCKUMHU
KpeautaMu. boisee TOro, pe3ysnbrarsl MOAYEPKUBAIOT BAaXKHOCTh TPAHCHALMOHAJIBHBIX CEMENMHBIX
ceTell BO BCeX AacrmeKkTax Ou3Heca M NPEANoiaratoT, 4TO 3TH CBSI3M MOTYT HMHOTJA CIY>KUTh
IUIOJJOPOJIHBIM HMCTOYHMKOM HOBBIX OHW3HEC-UJEW M OrpaHWYMBaThb HWHHOBALIMM U pEIICHUS,
cOpMHpOBaHHBIE KYJIbTYPHBIMM HOpMaMu. [losyueHHble pe3yabTaTbl MOTYT IIOMOYb B
COJCHCTBUM W Pa3BUTUHU IPEAIPUHUMATENIBCTBA CPEAM >KCHIUMH-IPEANPUHUMATEIEH M3 YuUClIa
STHUYECKHX MEHBIIUHCTB. ITO MOXKET ObITh LIEHHBIM Ul JJIbHEHIIEro NOHUMAaHMsl POJIH JKEHILNUH
13 YHUCJIa ’THUYECKHUX MEHBIIMHCTB U UX OIbITa COBMEIIECHHUS ITPEANPUHUMATEILCTBA U OU3HEca.

KarwueBble cioBa: NpeaAnpruHUMaTCIM U3 4YHUCIIa J3THUYCCKUX MCHBIIMHCTB, XCHIIWHBI-
npeaAlIpUHUMATEIIN, HApPATHUBbI, KAUCCTBCHHOC NCCJIICJOBAHUC.
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Abstract. The purpose of the article is to identify approaches to understanding transport
infrastructure and the level of human development, to determine the mechanisms of the impact of
transport infrastructure on human development, to determine the mechanisms of the impact of
human development on the state of transport infrastructure. The state of transport infrastructure of
Ukraine is considered in detail in the article. According to the results of the study, the directions of
the development of countries in terms of transport infrastructure and the level of welfare of the
population are determined. The relationship between transport infrastructure and human
development through the pricing mechanism has been studied. The study found out that the
relationship is characterized by micro- (“transport infrastructure - pricing - human development")
and macroeconomic ("pricing - transport infrastructure - human development™) effects, which
allowed to link this vector with the political sphere of society.

Methodology: The theoretical and methodological basis of the study is represented by the
scientific works of leading scientists in the field of human development, as well as the author's
concept of structural and infrastructural socio-economic development. The research used such
methods as analysis and synthesis, the method of historical and logical modeling. The method of
formalization, the method "from the abstract to the concrete”, as well as the historical method, the
method of economic interpretation are used as theoretical methods in the work. From a practical
point of view, the study also included the method of grouping statistical data, statistical and
econometric analysis. The results of the study can be used in the field of economic policy
adjustment, in the courses of economic policy, state regulation, as well as in practice for the
development of socio-economic and transport policy of the state.

Keywords: infrastructure, transport infrastructure, development, economy, economic growth.
JEL Classification: G1, L9.
INTRODUCTION

The relevance of the study is due to the fact that after 2008-2009, many countries to overcome
the crisis and further stimulate economic growth have resorted to new infrastructure projects and
modernization of the transport system and, in particular, transport infrastructure. However, the
problem of "insufficient” transport infrastructure is becoming more acute in many countries,
including Ukraine. The state of transport infrastructure can be one of the key factors hindering the
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development of the country's economy. However, the negative consequences of underinvestment
and backwardness of transport infrastructure are not limited to economic effects, but also negatively
affect the level of human development.

LITERATURE REVIEW

The impact of transport infrastructure on the country's economy and the well-being of citizens
is presented in the work of Say (2001). However, the assessment presented in the analyzed works is
not based on the features of the effect of the transport system as a whole and the transport
infrastructure. As a result, civil structures or transport network of canals are not the subject of study,
as an example of the implementation of the proposed principles of utility assessment, although the
authors do not define the term "infrastructure™.

Another approach is revealed in Tunen (1926) "Isolated State", exploring the role of spatial
indicators in economic activity (“concept of the zone of influence of the city"), considers in his
analysis of infrastructure, expressed in distance from the city and transport costs. Tunen (1926)
gave infrastructure a significant role in determining the economic behavior of a given locality,
while he did not focus on infrastructure and did not define it.

In this regard, it is important to note that determining the role of transport infrastructure in
economic processes is directly related to the concepts of structure and infrastructure. There is no
single concept of infrastructure in economics, which is due to the practical orientation of scientists
on this term and in its separate consideration from what is called structure.

In his work, the concept of infrastructure was explored by Rogenstein-Rodan (1957), who
treated infrastructure as part of social (public) non-productive capital and the required minimum
level of resources needed to operate as an individual company and the economy as a whole.
According to the author, social non-productive capital is characterized by "indirect” productivity,
which is achieved through a long period and includes basic industries (energy, transport,
communications), which should be based on these characteristics to precede faster and more
profitable investments focused on real products (real "productivity). The concept of infrastructure is
represented through social non-productive capital.

This concept of infrastructure was developed in the works of Tinbergen (1962), in particular,
in his work "The formation of the world economy. Proposals of international economic policy ".
The author clearly separated the infrastructure from the structure, in fact presenting the former as a
public good, but does not give a clear definition. Tinbergen (1962) is convinced that support at the
appropriate level and further development of infrastructure is a task at the state level, as the fee for
the use of state infrastructure innovations at the population level is not set. The factor of large
amounts of investment required for further infrastructure development - limits the actions of the
private sector in the possible participation in various public infrastructure projects. The structure,
which includes production, agricultural industry, mining, in the future may be implemented by the
private sector.

Rogenstein-Rodan (1957), Tinbergen (1962) tried to define the definition of infrastructure by
distinguishing the difference from another phenomenon or process occurring in the state economy.
In fact, it is a matter of finding the location of the infrastructure in relation to its structure. But
Tinbergen (1962) avoids the material base of infrastructure, considering the latter as a possible
indicator of the level of development of socio-economic relations.

Jochimsen, R., Ed. (1966) proposed the following interpretation of infrastructure as a set of
material, own and institutional resources, combined with information resources, which will increase
profits in the case of appropriate allocation of resources, namely the full integration and
maximization of economic activity. The author mainly allocates material infrastructure, limiting the
latter to such assets as: transportation, communication, energy supply, storage, activities of
educational and medical institutions.
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Buhr (2003) considered infrastructure from the standpoint of functional characteristics,
namely through material, institutional and personal components. Buhr (2003) pays special attention
to the conditions under which a company, society or individual works and develops, in particular.
The author tries to propose the definition of infrastructure in the context of socio-economic
development and highlight the role of infrastructure in the economic system.

Since the definition of infrastructure is considered by scientists in this way and given the
complexity of assessing social processes in the relationship that arises, the concept of infrastructure
has been further developed exclusively in the material direction and in different contexts. As a
result, the analysis of each type of infrastructure or the allocation of these types contributes to the
creation of new definitions of infrastructure. For example, Gadgieva (2010) understands social
infrastructure as projects that include "buildings and / or other infrastructure facilities needed to
provide socially significant services to the population - medical and educational institutions,
housing™; market infrastructure - "as institutions, centers that help the market to perform its
functions”; and economic infrastructure is called “projects that provide and manage the
infrastructure needed by a country or region to support economic growth” (Infrastructure
Definition).

The concept of infrastructure, on the one hand, is constantly expanding, due to the growing
interest of scientists in understanding the mechanisms of certain processes; on the other hand,
economic thought increasingly avoids understanding the essence of infrastructure, which is the
reason for the large number of definitions of this definition. The latter is largely due to the fact that
against the background of increasing the number of private definitions related to specific objects,
there is no general concept in economics that would reflect the economic understanding of
infrastructure.

PAPER OBJECTIVE

The purpose of the article is to identify approaches to understanding transport infrastructure
and the level of human development, to determine the mechanisms of the impact of transport
infrastructure on human development, to determine the mechanisms of the impact of human
development on the state of transport infrastructure.

METHODOLOGY

The theoretical and methodological basis of the study is represented by the scientific works of
leading scientists in the field of human development, as well as the author's concept of structural
and infrastructural socio-economic development.

The research used such methods as analysis and synthesis, the method of historical and
logical modeling. The method of formalization, the method "from the abstract to the concrete”, as
well as the historical method, the method of economic interpretation are used as theoretical methods
in the work. From a practical point of view, the study also included the method of grouping
statistical data, statistical and econometric analysis.

RESULT AND DISCUSSION

The following discussion positions can be identified that reflect the problems in
understanding the infrastructure at the stage of development of economic thought:

1. The proposed definition of infrastructure is static: the interaction of structure and
infrastructure is not considered, in particular, the process of transformation into one is almost
completely ignored.

2. Regarding the economy, the infrastructure and structure are not clearly defined.


https://doi.org/10.26661/2522-1566/2022-1/19-07
https://doi.org/10.26661/2522-1566/2022-1/19-07

MANAGEMENT AND ENTREPRENEURSHIP: TRENDS OF DEVELOPMENT
ISSUE 1 (19), 2022

Some authors equate the economic structure to the economic system, which is reflected in
educational materials. Buhr (2003), Gadgieva (2010) consider in their works the economic system
as "a set of interdependent economic elements that form a certain integrity, the economic structure
of society.” It can be seen that according to the proposed understanding of the economic system, it,
according to the authors, has all the necessary characteristics of the structure. Analyzing this
definition, it can be noted that the authors consider the economic system as a set of economic
structure and economic infrastructure. However, due to the uncertainty of the boundaries of the
analyzed structure, it is not clear what is its element: the subjects of economic activity, their
relationships (they put the author in the status of the element), means and forms of production and
distribution. Considering "elements" as separate structures combined into a more complex system, a
large number of criteria that characterize the elements, we can not ultimately compare them. The
reason for this phenomenon is that in this understanding of the economic system, the elements may
be unbalanced for the system, and there may be a one-way relationship between the elements. Then
the element may lose the "driving force" that actually determines the relationships that arise in the
structure. Thus, we can say that the elements of the structure in order to create a structure must be
comparable in nature to one degree or another; for it is this compatibility that determines the
relationship between the elements (for example, rivalries or cooperatives, buying or selling).

We can conclude that the problem of correlation of infrastructure - structure - and the system
is not solved. Moreover, in economics this problem is not realized and, as a consequence, is not
studied.

The issue of the impact of transport infrastructure and price as two separate factors on human
development in economics Khandker (2009), Stifel (2015) is considered at the present stage rather a
priori as a proven fact, and is studied indirectly. At the same time, this problem is considered by the
scientific community mainly in one direction. Thus, the positive effect of transport infrastructure on
human development is determined through increased mobility and availability of resources,
increased trade and, consequently, economic growth, which leads to higher living standards and
human development.

Considering the connection between the process of pricing and transport infrastructure as a set
of basic structures and systems that provide passenger and / or freight, many authors limit
themselves to analyzing the level of prices for transport services and / or transportation or
considering the transport component in the price of goods. stimulates lower prices in the economy
with economic growth and leads to an increase in real per capita income Dubrovskaya (2015).

The high complexity of the analysis of prices and their components only at the level of the
economy as a whole, due to the great differentiation of different products, is the main limitation of
empirical confirmation of macroeconomic impact of price, determined by the level of human
development in society. This problem is largely determined by the dominant microeconomic view
of price in the economy, as a result of which the macroeconomic effect of the latter is almost
completely ignored outside the analysis of command-and-control economics.

The question of the impact of the development of the transport system as such and the
transport infrastructure on the price of a product is the subject of many studies and discussions. For
example, Bougheas (1999) showed that the availability of infrastructure helps reduce transport costs
and, consequently, lower product prices, leading to increased trade.

Staal (2000) on the example of Kenya demonstrated the impact of the presence / absence of
paved roads, as well as their quality on the volume and price of milk sold. The author was able to
show that in hard-to-reach areas of Kenya from a transport point of view, the price per liter of milk
can be five or more times higher than in areas with a higher level of transport infrastructure. At the
same time, areas were identified where the terrible condition of the roads caused farmers to refuse
to supply and sell their products there.

The opposite effect - the development of transport infrastructure and the resulting reduction in
prices due to reduced company costs for logistics and transportation - is described in Scherbanin
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(2011). Thus, the presence of the vector of influence "transport infrastructure - price” is a
scientifically proven fact in economics.

The identified one-sided effect also occurs at the macroeconomic level. The impact of the
development of transport infrastructure and the reduction of transport costs in price is not limited to
any product or group of these products. Considering the transport system as a public good, the
positive effect of its development will spread to all spheres of society, including the economy.

Transport infrastructure, despite the unambiguous interpretation of this term, is characterized
by many different indicators, each of which is related to the activities of a particular mode of
transport. This fact significantly complicates the process of analysis and assessment of the level of
development of transport infrastructure.

Preysner (2016) uses several different indicators of transport infrastructure, including the
length of roads, their density per capita, investment in the development of transport infrastructure.
Popova (2017) in its study to assess the level of development of transport infrastructure takes the
following indicators: freight traffic, road length, road density (km per 100 sq. Km). Popova (2017)
in analyzing the relationship between transport infrastructure and economic growth in China refers
to the total density of the transport network per person (including the calculation of water, rail and
road modes of transport).

Popova (2017) in her work analyzed the transport infrastructure "in stages” - for each of the
analyzed characteristics, which include the number of public transport lines, the area of roads,
traffic jams, speed. An interesting option for determining the level of transport infrastructure is
presented by Ziadah (2018) in the process of analyzing the development of transport infrastructure
in Dubai. He suggested using a containerization rate for each mode of transport, explaining this not
only by the global trend towards "seamlessness™ by reducing downtime and reducing the effort
required to move cargo from one mode of transport to another, but also by saying that the use of
containers in freight about the high level of technological development of a particular mode of
transport.

In theoretical terms, the impact of transport infrastructure development on the level of human
development in the form of the human development index is determined by the following
mechanisms: 1) indirect impact achieved through economic growth, as transport infrastructure
development 2) increasing the mobility of capital and population, which has a positive impact on
citizens' access to education, medicine, jobs, cultural facilities, etc .; 3) pricing.

The direct impact of the positive effect of the development of transport infrastructure on
human development may be due to its impact on education and health of citizens. Road construction
leads to an increase in the number of children attending school. The positive impact of transport
infrastructure on citizens' health has been demonstrated by many authors, with the example of
Ethiopia showing that improving transport infrastructure, leading to increased market access, has a
positive effect on people's nutrition and, consequently, on their health.

These studies show that the development of transport infrastructure not only contributes to the
increasing availability of many resources (educational, medical, etc.) for the population, but also
determines the volume and intensity of trade and, consequently, production and employment.

The development of transport infrastructure contributes to the increase of mobility, expressed,
in particular, in the time spent transporting the product.

It can be assumed that in addition to the direct link between transport infrastructure and
mobility, there is also an indirect link, which is determined by the institutional environment or the
institutional system that develops in the territory. As a result, the construction of new railways is
expanding the institutional system, which has a positive impact on the efficiency of self-
development of territories (for example, in single-industry towns), the volume of investment,
employment growth in the economy of the country / region and more.

If the direct and indirect impact of transport infrastructure development on the human
development index: due to increased mobility of population and capital and economic growth, in
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general, of course, requires special consideration of the third mechanism of transport infrastructure
on the human development index - through pricing.

The last mechanism - the impact through pricing - is because the development of transport
infrastructure contributes to the reduction of the transport component in the price, which generally
stimulates the downward trend in prices with economic growth. In principle, we can say that the
first and last mechanism are continuously interconnected. Thus, the development of transport
infrastructure, by reducing the final price of goods, leads to an increase in transportation, more
efficient use of labor, to economic growth, which is expressed, inter alia, in the form of accelerated
growth of per capita income. The development of transport infrastructure also determines the speed
of transfer and dissemination of technology and innovation - a factor that determines the stability
and prospects of both business and social environment. In this way, we can present one of the
vectors of the impact of transport infrastructure on the human development index through pricing:
Transport infrastructure - Pricing - Economic Growth - Human Development Index.

The problem of pricing as a factor determining the effectiveness of both individual enterprises
and the industry as a whole is the subject of research by many scientists. At the same time, in
foreign practice, the concepts of pricing at the enterprise level (pricing) and pricing as a result of
economic, political and social processes at the market, industry and / or country (price formation)
level are clearly divided. There is no such terminological division in Russian practice. Due to the
predominance of market relations in many countries around the world, it is of great interest to study
pricing at the company level, which determined the direction of the previously described vector
(transport infrastructure - pricing - economic growth).

Despite the interest and practical value of pricing research at the company level, they not only
do not reflect the general state of the market, but also neglect the impact of macroeconomic factors
on pricing and, consequently, different categories of economic agents, including companies and
individuals. The macroeconomic approach to pricing analysis allows us to assess the impact of
many institutional factors on the process of price formation and, consequently, on living standards.

From the standpoint of pricing because of economic, political and social processes, many
scholars focus on analyzing the impact of individual processes and / or institutions on pricing. Thus,
the impact of pricing on the level of human development is due to the contribution of institutional
and macroeconomic factors operating within the existing social relations in the process of price
formation. As a result, we can say that the level and features of existing socio-economic relations,
determining the pricing process at the state level, determine the level and development of the human
factor in the country through the development (or inhibition) of transport, culture, science and more.

Then the second vector of the impact of transport infrastructure on the human development
index through pricing is as follows: Pricing - Transport infrastructure - Human Development Index.
This connection is the subject of many studies today. The reverse effect - the level of human
development on the state of transport infrastructure, can be represented by two main vectors: 1) the
human factor; and 2) economic growth. The idea of the ability of the individual to influence the
level of development of transport infrastructure is the position that any infrastructure is the result of
human activity.

The human factor suggests that further stimulation of intellectual activity contributes to
scientific and technological progress, which has a positive impact on the quality of infrastructure.
This impact is largely due to increased productivity and efficiency of human labor, the emergence
of creative and ideological capital, as well as increasing the level of culture and awareness of social
responsibility.

The most important aspect of the impact of the human factor on transport infrastructure is
participation in the creation of knowledge and, as a consequence, intellectual value, which
contributes to the development of technology. The second vector - economic impact - is also
determined by the growing relationship of economic growth and scientific and technological
progress with man and his development. In this way, human development determines the
transformation of "atoms" into "bits". Based on this understanding of the role of human
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development in the economy, many authors propose to define economic growth not only as a
process of gquantitative change, but also as qualitative and structural changes that have a positive
impact on the economy and living standards, thus laying the foundation for human development,
economic growth. Economic growth, in turn, affects the development of transport infrastructure in
accordance with macroeconomic policies, the amount of funding allocated by the state for the
construction / modernization of the existing transport system, for example, opening opportunities
for new infrastructure projects.

CONCLUSION

As a result, three main vectors of the impact of transport infrastructure on the level of human
development were identified: 1) through mobility; 2) through economic growth and 3) through
pricing. The reverse effect - the level of human development on the state of transport infrastructure
can be represented by two vectors: 1) the human factor; and 2) economic growth.

Based on the above analysis, we can say that each of these areas focuses on different areas of
society, but is not limited to it. Thus, the mobility factor and / or the human factor is more focused
on the social sphere with indirect impact on the economy. The vector of "economic growth™ is
mainly related to the economic sphere of society. The relationship between transport infrastructure
and human development through the pricing mechanism, as the study showed, is characterized by
micro- (“transport infrastructure - pricing - human development™) and macroeconomic (“pricing -
transport infrastructure-human development™) effects, which allows to connect this vector with the
political sphere of society.
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TPAHCIIOPTHA IHOPACTPYKTYPA: CYYACHHUI CTAH TA PO3BUTOK

Kpumraas IN'anuna OQuexkcanapiBHa
Mixcpezionanona akademis ynpasiiHHs nepcoHaioM,
Kuis, Ykpaina

Merta cTarTi nojsArae B BUABICHHI MiJXOIB 10 PO3YMIHHSI TPAHCIIOPTHOI IHPPACTPYKTypH Ta
piBHS PO3BHUTKY JIIOJICBKOTO IMOTEHIialy, BH3HAYEHHI MEXaHI3MIB BIUIUBY TPAHCIOPTHOI
iH(GPaCcTpyKTYypH Ha IIOJCHKHA PpO3BUTOK, BU3HAYCHHI MEXaHI3MIB BIUIMBY pIBHS PO3BUTKY
JIOACHKOTO TMOTEHIialy HA CTaH TPAaHCHOPTHOI 1HPPACTPYKTYpH. Y CTATTi JETAIBHO PO3TISHYTO
CTaH TpPAaHCHOPTHOI 1H@pacTpykTypu VYKkpaiHu. 3a pe3yibTaTaMH JOCIIKCHHS BH3HAYEHO
HANPSMKHA PO3BUTKY KpaiH IIOJ0 TPAHCHOPTHOI iH(pACTPYKTypHu Ta piBHS 100pOOYTY HacEICHHS.
JIOCII/DKEHO  B3a€MO3B'SI30K  TPAHCIOPTHOI 1HPPACTPYKTYpH Ta JIOACBKOIO PpO3BUTKY 3a
JIOTIOMOTOF0 MEXaHi3My I[IHOYTBOpPEHHS. Bpe3ysibTaTi IOCIIKCHHS BHSIBICHO, IO B35SEMO3BSI30K
XapaKTepU3yeThCsl MIKpO- («TpaHCIOpTHA 1HPPACTPYKTypa — I[IHOYTBOPEHHS — JIFOACHBKHUH
PO3BHUTOK») Ta MaKpOCKOHOMIYHMM («IIIHOYTBOPEHHSI — TPAHCIOPTHA iH(PAaCTPYKTypa-TOACHKHMA
PO3BUTOK») edeKkTamu, II0 JTO3BOJWIO NOB'A3aTH L€ BEKTOP 3 MOJIITUYHOI C(HEpor0 KUTTA
CYCIIJIbCTBA.

Teopernuna Ta MeromosioriyHa 0a3a JOCHIJDKEHHS IpeJCTaBlieHa HAYKOBHUMHU IpalsMu
MPOBIIHUX YYEHHX Y Tay3i BHBUEHHS JIOJCHKOTO PO3BHUTKY, @ TaKOXX aBTOPCHKOIO KOHIICTIIIIEO
CTPYKTYpPHO-1H(PACTPYKTYPHOI'O CYCHUIbBHO-€KOHOMIYHOTO PO3BUTKY. Y THpoIeci JOCHIKEHHS
BUKOPUCTOBYBAJIMCS Taki METOJAW, SK aHajl3 Ta CUHTE3, METOJ ICTOPUYHOIO Ta JIOTIYHOIO
MO/IEJIIOBAaHHS. SIK TEOpPETUYHI METOU B POOOTI 3aCTOCOBYIOTHCS METO (hopMaltizallii, MeTOH «BiJ
abCTPaKTHOTO /10 KOHKPETHOI'O», a TAKOX ICTOPUYHUNA METOJI, METOJl EKOHOMIUHOI 1HTeprpeTanii. 3
MPAaKTUYHOI TOYKH 30py B JOCIHIJKEHHI TakoX Oyiau 3aJisiHI METOJ YrpyHOBaHHS CTaTUCTUYHHUX
TaHWX, CTAaTUCTUYHMNA Ta EKOHOMETPUYHHMU aHami3. Pe3ynmpTath IOCTI/DKEHHS MOXYTh OyTH
BUKOPHCTaHI B YaCTHHI KOPUT'YBAaHHS €KOHOMIYHOI MOJITHKH, Y HaBYAJIbHUX KypcaX €KOHOMI4HOT
MOJIITUKH, AEPKABHOTO PETYJIIOBaHHS, a TAaKOX MPAKTUYHO JIJIs1 pO3pOOKU COLIaIbHO-€KOHOMIYHOT
Ta TPAHCIIOPTHOI NOJITUKH JIePKABH.

KurouoBi cioBa: iHppacTpykTypa, TpaHCHOPTHA 1H(QPACTPYKTYpa, PO3BUTOK, EKOHOMIKa,
€KOHOMIYHE 3POCTaHHS.
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TPAHCIIOPTHAS HH®PACTPYKTYPA: COBPEMEHHOE COCTOSHHUE U
PA3SBUTHUE

Kpuwmraas I'annna AjlekcanapoBHa
Mesicpecuonanvras akademus ynpasieHus nepcoHanlom,
Kues, Ykpauna

Ifenp craTbl COCTOMT B  BBIABICHMM IIOAXOJOB K IIOHMMAHUK TPAaHCIOPTHOMU
MHOQPACTPYKTYPbl U YPOBHIO PAa3BUTUS UYEIOBEYECKOTO IOTEHIMAa, ONPENEICHUN MEXaHHU3MOB
BIIMSIHUS TPAHCTIOPTHOM MH(PACTPYKTYPHI HA YEIOBEUYECKOE Pa3BUTHE, ONPENICIICHUN MEXaHU3MOB
BIUSHUS ypPOBHSA pPa3BUTHUA YEJIOBEYECKOINO IIOTEHLMANa HAa COCTOSHME TPAHCIOPTHOM
UHPACTPYKTYpHl. B cTarbe mogpoOHO PaccCMOTPEHO COCTOSHUE TPAHCIIOPTHOW MHQPPACTPYKTYPHI
Vkpaunsl. [lo pe3ynbraraMm HcciaenoBaHHs OINPEAEICHBbl HANpPAaBICHWS pPa3BUTUA CTpaH II0
TPaHCHOPTHON WHQPACTPYKTYpe H YPOBHIO OIarococtosHus HaceneHus. MccienoBana
B3aMMOCBSI3b  TPAHCIOPTHOW HHQPACTPYKTYpbl U  4YEJIOBEYECKOI'O PAa3BUTHUSA IOCPEICTBOM
MexaHM3Ma lleHooOpa3oBaHus. B pe3ynbrare ucciieqoBaHust BbISBIEHO, YTO CBSA3b XapaKTEPU3yeTCs
MHUKpPO- («TpaHCIOpTHAas HMHOPACTPYKTYpa — LIEHOOOpa30BaHME — YEJIOBEYECKOE DPa3BUTHE») U
MaKpOIKOHOMHUYECKUM  («II€HOOOpa3oBaHWE — TPAHCIOPTHAA HWHPPACTPYKTYpa-4eIOBEUECKOe
pa3BuTHe») 3(dexkraMmu, 4TO MO3BOJIMIIO CBSI3aTh 3TOT BEKTOP C HOJIMTUYECKOH chepoil Ku3HU
obmecTna.

Teopernueckas u MeTogo0ruyeckas 6a3a UCCIeJOBaHUS MIPEICTABICHA HAYYHBIMU TPYIaMHU
BEIYLIUX YYEHbIX B 00JACTH U3YyUYEHHS YEJIOBEUECKOIO Pa3BUTHS, a TAaKKE€ aBTOPCKON KOHILIENLIUU
CTPYKTYPHO-UH(PPACTPYKTYPHOIO  OOIIECTBEHHO-?KOHOMMYECKOIO  pa3BuUTHs. B mpouecce
HCCIIEA0BAHUS MCIOJIB30BAINCH TAaKME METOJbl KAK AHAINW3 M CHUHTE3, METOJ HCTOPHYECKOrO H
JIOTMYECKOT0 MOJIEIMPOBaHus. B KauecTBe TEOpeTHUYECKUX METOAOB B pab0Te MPUMEHSIOTCS METO/L
dbopmanuzanum, METo1 «O0T aOCTPAKTHOTO K KOHKPETHOMY», a TaK)Ke HCTOPUYECKUN METOJl, METO]
HSKOHOMHYECKOW mHTepnpeTauuu. C MpakTUYECKOH TOYKM 3peHHsI B MCCIEIOBAHUM TaKKe ObLIN
3aICUCTBOBaHbl  METOJ  TIPYIIIMPOBKM  CTaTUCTUYECKHUX  JAHHBIX, CTATUCTUYECKHUU U
HSKOHOMETpUUYECKU aHanu3. Pe3ynbraTbl HMcciaenoBaHMS MOTYT ObITh MCIIOJIB30BaHbl B YacTH
KOPPEKIIMM SKOHOMHMYECKOM TOJUTHKH, B YYEOHBIX Kypcax 5SKOHOMHYECKOW MOJIUTUKH,
TOCYJapCTBEHHOTO PETYJIMpPOBAaHMSA, a TaKKe TMPaKTHUYECKH Ui pa3pabOTKH COLHUAIbHO-
SKOHOMHUYECKOHN U TPAHCIIOPTHOM IMOJUTUKH rOCYJapCTBa.

KuaroueBble ciaoBa: uH(QpacTpykTypa, TpaHCIOpTHas MHQPACTPyKTypa, pa3BUTHE,
9KOHOMHMKA, SJKOHOMHYECKHUH POCT.
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Abstract: The 2030 Vision for Saudi Arabia emphasizes an increase in SMESs' contributions to
the national economy from 20% to 35%, and a reduction in unemployment from 11.6% to 7%. This
requires banks to play a crucial role in supporting entrepreneurial projects, which the Kingdom
relies upon. Saudi Arabia's banks took advantage of this opportunity to gain more customers and
market share by being more innovative and proactive, and willing to take risks concerning e-
services. The purpose of this study includes evaluating banks' performance in KSA considering
entrepreneurship orientation drivers in E-banking. The methodology: For testing these hypotheses,
a questionnaire has been created and filled out by banks’ workers. The findings: Actually, E-
banking entrepreneurial orientation is strongly supported by human capital as evidenced by the
research results. On the other hand, the results show a significant positive impact of e-banking
entrepreneurial orientation on three dimensions of bank performance, namely, competitiveness,
financial performance, and customer services.

Key words: EO Key Success Factors, E-banking EO, Bank Performance.
JEL Classification: L25, L26, G20
INTRODUCTION

E-banking entrepreneurship orientation and related key success factors allowing achieving high
performance in the banking sector have been paid an increased attention to, especially after the
introduction of the ambitious Saudi vision 2030. This latest strives to increase the contribution of
SMEs in the national economy from 20% to 35% and reduce the unemployment rate from 11.6% to
7%. To achieve this, the Kingdom rely on the vital role of banks to support entrepreneurial projects
on the one hand, and to reinforce competitiveness, financial performance, and customer service on
the other hand. In order to survive and grow today in a competitive environment that is more
uncertain, banks can use entrepreneurial orientation to build three pillars on which a competitive
strategy should be built, namely innovation, pro-activeness, and developing risk taking ability (Al-
Omoush, 2020).

KSA banks are particularly focused on the importance of entrepreneurship-oriented products
and services. For example, Rajhi banks' five-year strategy is focused on establishing thriving
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financial systems while ensuring a sustainable performance in changing environment. As part of its
strategy, Rajhi bank seeks to become known as "The Bank of the Future™ by focusing on cost-
effective technological improvements. The Rajhi Banking Group is committed to being a globally
leading provider of digital services, focusing on digital transformation, digitizing the customer
journey, migrating the customer to self-service channels, and providing innovative payment
methods for its customers based on this strategy (Rajhi Annual Report, 2019).

Entrepreneurship-oriented banks are those which are focused on innovation in digital services
and products, along with proactive and risk-taking capabilities (Al-Omoush, 2020). In the same
context, banks’ performance relates to the banks’ ability to achieve high level of competitiveness
regarding the rivals, to maximize financial gains as well as satisfying customers and meet their
evolving needs and reinforce their loyalty towards the bank (Farrugia, 2002, Al-Omoush et al.,
2019).

As a result of the above discussion, the research question might be crystallized as follows:
What factors have enhanced E-Entrepreneurship Orientation in Saudi Arabia banking systems, and
how does this impact bank performance? Several theoretical frameworks have been developed to
formulate research hypotheses and the model to answer this research question. Secondly, the
research methodology was outlined. Thirdly, reliability and validity of data were examined, and
hypotheses testing was performed. Finally, the results discussion was provided.

Several practical implications are provided by this study, among which are the following:
primarily, it provides managers in Saudi Arabia with a clear understanding of the status quo of
banks devoted to leveraging e-entrepreneurship orientation. Additionally, the research highlights the
inherent problems in changing bank business models to embrace e-entrepreneurship, namely
innovativeness, pro-activity, and risk-taking. This paper concludes by presenting the first study
examining the relationship between maturity of performance and e-entrepreneurship orientation in
KSA banks.

THEORETICAL FRAMEWORK AND RESEARCH MODEL

1.1. Key Success Factors for E-Banking Entrepreneurship Orientation:

There is a presumption that businesses with an entrepreneurial orientation (EO) are different
from other types of businesses. EO has long been recognized as a necessary component of a
company's success in the dynamic and uncertain world (Niemand et al., 2017). According to
Mintzberg (1973), Kreizer et al. (2002), Entrepreneurial Organizations are more likely to take risks
and actively seek out new prospects than their competitors. In the same context, Miller and Friesen
(1983) stress the fact that entrepreneurial-oriented organizations' product-market strategies are
based on a high level of innovation. According to the findings of the literature research, the maturity
of entrepreneurial orientation is determined by each firm's level of display of the three sub-
dimensions previously discussed, namely, innovation, proactiveness, and risk-taking.

The drivers of entrepreneurial orientation, e-business, and performance continue to attract
scholars and professionals, as advances in technological solutions could provide a sustainable
competitive advantage to companies dealing with a rapidly changing environment and customers
who value innovative products and services (Zupic, 2014, Al-Omoush, 2020). Some researchers
(Al-Omoush, 2019), examined the impact of e-banking entrepreneurship on three dimensions of
performance of banks operating in Jordan (competitiveness, financial performance, and customer
service) through the mediating role of e-entrepreneurship orientation. Halberstadt et al. (2021)
investigated the impact of social entrepreneurship orientation on start-ups and established firms, and
analyzed the consequences of heterogeneity in firm characteristics using multi-group structural
equation models and fsSQCA as comparison methods. Other researchers (Bambang et al., 2021)
demonstrated the multiple applicability of entrepreneurial orientation in various fields, such as
spiritual marketing, to ensure sustainable competitive advantage. Nasution et al. (2021) investigated
the dimensions of entrepreneurial orientation (EO), knowledge management process (KMP) and
dynamic capability (DC) in relation to the adoption of e-commerce in SMESs.


https://doi.org/10.26661/2522-1566/2022-1/19-08

MANAGEMENT AND ENTREPRENEURSHIP: TRENDS OF DEVELOPMENT
ISSUE 1 (19), 2022

Many previous studies investigated the maturity level of corporate entrepreneurial orientation
practices, especially the maturity level of innovation, proactivity and risk taking (Miller and
Friesen, 1982; Scheepers et al., 2007; Reuber & Fischer, 2011; Al-swidi & Al-Hossam, 2012, Al-
Omoush et al., 2019, Al-Hariri, 2020). Actually, there is agreement on these three dimensions of
entrepreneurial orientation for e-business or traditional business. As for the first sub-dimension,
namely innovation, Shupmeter (1934) was the first researcher to argue that innovation is the
fundamental endeavor of entrepreneurial firms (Kreizer et al, 2002). Innovation refers to the ability
to develop and apply new ideas for products and services, processes and markets, and business
models (Kreizer et al., 2002, Scheepers et al. 2007, AlOmoush, 2019). For the banking sector, the
development and provision of new electronic services, as well as the use of the advancing IT
functions to manage transactions, represent the new strategic weapon to succeed in competition
(Nissen and von Rennenkampff, 2017). The second sub-dimension, namely proactivity, refers to the
firm's ability to behave proactively towards its competitors (Porter, 1980). For Knight (1997),
Lumpkin and Dess (2001), Stevenson and Jarillo (1990), Kreizer et al, (2002), proactivity has two
main characteristics: (1) aggressiveness in terms of behavior towards competitors and (2) pursuing
new business opportunities. For Lumpkin and Dess (2001) proactive firms are (1) opportunity-
oriented, (2) forward-looking as they introduce new products or services to competitors and are able
to anticipate future demand in order to shape the environment. For the banking sector, the
proactivity characteristic allows banks to devise aggressive strategies based on the forward-looking
view and the discovery of new opportunities in e-business and services to stay ahead of other banks
(Nissen and von Rennenkampff 2017). In the same context and similar to all other sectors, banks
could be more proactive than their competitors by being more willing to introduce new e-services
(Wang et al. 2015; Matejun 2016, Al-Omoush 2021). The third sub-dimension of entrepreneurial
orientation, namely risk-taking, refers to the willingness of firms to engage in estimated risky
ventures (Brockhaus, 1980, Scheepers et al. 2007, Kreizer et al, 2002). Risk appetite involves the
allocation of resources to support new innovative projects in an uncertain environment and with
ambiguous outcomes (Miller 1983; Kim et al. 2015). In the banking sector, risk appetite reflects the
ability of banks to develop new electronic products and services that may involve risks and failures
due to changing technological solutions and business processes (Al-Omoush 2021).

The literature review shows the importance of top management support (TPS) as the first key
factor for change management to successfully implement innovative projects and improvements
(Maditinos et al., 2014). Previous studies emphasized the crucial role of decision makers in the
successful implementation of IT solutions by allocating the necessary resources, i.e., financial,
human, and material resources, as well as delegating authority to the appropriate individuals to
ensure good management of the initiatives (Al-Omoush 2020). Top management influences a firm's
ability to innovate in two ways: (1) if the leaders and managers are innovators themselves, this will
lead them to be exploration-oriented and continuously seek new ideas (Wang & Dass, 2017). (2)
The second level of top management support could be recognizing the need for innovation as a
strategic tool for competitiveness and then provide the necessary resources and appropriate
environment to encourage the generation and implementation of ideas (Reuber and Fischer, 2011,
Niemand et al., 2017).

The second key success factor, the technological environment, refers to a firm's internal and
external technological resources and practices (Oliveira and Martins, 2011). The success of any
strategy based on either cost reduction or differentiation and innovation is closely linked to the
support provided by technological resources. These ensure the necessary capabilities to improve
communication, process integration, flexibility, information sharing and coordination among all
parties in the business network (Vankatraman, 1989, Laghouag, 2016). Technological resources
include IT infrastructure, practices, IT capabilities, security issues (Hanafizadeh and Zare Ravasan,
2018). Previous studies (Ratten, 2012; Hanafizadeh and Zare Ravasan, 2018) have shown that IT
has a great impact on e-banking products and services. Some studies (Martin-Rojas et al. 2011)
have highlighted the importance of IT competencies in exploiting technological opportunities for
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the development of corporate entrepreneurship. Hanafizadeh and Zare Ravasan (2018), Sikdar et al.
(2015) show that a company with successful IT experience has a better technical knowledge and a
deeper understanding of the entrepreneurial opportunities of new IT. Al-Omoush et al. (2019)
investigate the drivers of entrepreneurship in e-banking and the results show that technological
resources play an important role in the level of entrepreneurship in e-business. The results also
show a direct impact of e-banking entrepreneurship on achieving competitive advantage, financial
performance, and customer performance.

The third key success factor, namely, Human Capital, is a crucial and influential factor that
explains technological innovation nowadays (Ang et al., 2011; Danquah and Amankwah-Amoah,
2017, Khan et al., 2020, Hu, 2021). Human capital is a systemic combination of knowledge
application, know-how, human skills and experience, education and expertise (Hayton 2005). The
quantity and quality of human capital within a firm or country largely determine its ability to
develop and implement new ideas (Lucas Jr, 2009). In addition, human capital improves a firm's or
a country's absorptive capacity, i.e. the ability to recognize, gather, and process new information,
which increases productivity and innovation (Ali et al., 2016). Skilled, talented, capable, self-
directed people with a high level of readiness are considered as golden people who are a pillar of
human capital sharing their tacit and explicit knowledge with others and the organization and
shaping their behavior and agility (Gowthorpe 2009). Many researchers have used the term
entrepreneurial capital as a critical component or dimension of human capital. In other words,
entrepreneurial capital refers to the knowledge and skills of individuals and groups related to
entrepreneurial activities (Audretsch and Keilbach 2004; Albort-Morant and Rey-Marti 2015).
Previous studies have confirmed the importance of HC as a determinant of EO. Hu (2021)
concluded that improved and developed human capital is more likely to affect overall technological
innovation. Also, Al-Omoush et al. (2019) investigated the drivers of entrepreneurship in e-banking
and the results showed a significant role of human capital on the level of entrepreneurship in e-
business. In the same vein, Batjargal (2007) emphasized the critical role of human capital in the
innovative use of IT to strengthen business operations and processes. Other researchers (Charband
and Navimipour 2016), explored the ways in which HC can harness the potential of IT to absorb
and deploy new ideas and obtain new technological innovations. The results of Zhao & Wang's
(2006) study show that highly skilled and experienced human capital at both managerial and
operational levels promote entrepreneurial orientation in e-business.

Based on the above discussion, research hypotheses related to the first causal relationship could
be determined as follows:

Hal: Top Management Support greatly improves E-Banking Entrepreneurship Orientation.

Ha2: Technological Environment greatly improves E-Banking Entrepreneurship Orientation.

Ha3: Human Capital support strongly enhances E-Banking Entrepreneurship Orientation for
banks operating in KSA.

1.2. Impact of E-Banking Entrepreneurship Orientation on banks’ performance:

Previous studies investigated the relationship between entrepreneurship orientation and
organizational and firms’ performance. Some researchers found a positive impact such as Ali et al.
(2020), Ameer and Khan, (2020). Others didn’t find a significant direct impact of EO on
performance (Chow, 2006, Purnomo et al., 2019). Finally, some other researchers, such as Hughes
and Morgan (2007) found a negative impact of EO and business performance. These results
highlight that the contributions of EO on firm’s performance are unconclusive and are still the
subject of investigation. Some scholars have recognized the important role which entrepreneurial
orientation (EO) plays in driving firm performance. However, this relationship has not been well-
understood yet, and the studies have sought to examine various contingencies that might mediate or
moderate this relationship. The Entrepreneurship Orientation and performance causal relationship is
more complex than a simple main-effects-only relationship (Sok et al., 2016). Other studies
(Gonzalez-Benito et al., 2009, Jeong et al., 2019, Sabahi and Parast, 2020) investigate the impact of
EO — firm performance relationship. The results demonstrate that EO is positively related to firm
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performance. In the same line, Kreiser & Davis (2010) used a contingency theory to investigate the
differential relationship that exists between the three sub-dimensions of entrepreneurial orientation,
namely innovativeness, pro-activeness, risk-taking and firm performance and proposed appropriate
various configurations combining organizational structure, environmental characteristics and EO
dimensions to enhance performance. Kantur (2016) has given credence to Kreiser & Davis research
and developed an in-depth understanding about the multi-level character of entrepreneurship impact
and organizational performance. The results show strong influence of EO on both financial and
non-financial performance. Liao and Zhao (2020) found that entrepreneurship orientation
significantly allows companies to achieve competitive advantage through enhancing new product
innovation performance and then customer satisfaction. Moreover, innovation mediates the
relationship between market orientation and customer satisfaction and business performance
(Mahmoud et al., 2016).

The banking industry seem to be also involved to take advantages from EO, especially with the
current intense competition. According to Omoregie (2019) satisfaction, service quality and trust
are the results of OE that influence positively customers loyalty. In the same context, Abosede et
al. (2018) studied the effect EO on the international banks’ performance. The results demonstrate
that the three EO sub-dimensions have significant individual and combined impact on the
international performance. Tahmasebi et al. (2019) studied the impact of internal marketing and
organizational entrepreneurship on the three areas of banks performance, namely productivity,
financial, and staff development. The results highlight a significant positive correlation among the
dependent and independent variables. Moreover, Abdul-hameed and Al-Nemrawi (2019)
recognized that the adoption of EO is one of the building blocks that help most banks to reach the
excellence in the banking market and gain new and profitable customers. The results showed the
positive impact of EO on banks’ financial performance.

The literature review shows that E-banking entrepreneurship orientation issues require
particular attention regarding the growing advancement in new technologies related to bank
practices. Al-Omoush et al., (2019) discussed this issue and revealed a significant direct impact of
e-banking entrepreneurship on achieving a competitive advantage, financial performance, and
customer performance. After presenting all these studies’ results, it seems relevant to investigate the
way E-banking entrepreneurship orientation influences Saudi banks’ performance by formulating
the following hypotheses:

Hb1: E-Banking Entrepreneurship Orientation greatly improves banks’ competitiveness.

Hb2: E-Banking Entrepreneurship Orientation greatly improves banks’ financial performance.

Hb3: E-Banking Entrepreneurship Orientation greatly improves banks’ customer services.

Following the above hypotheses, this study examines the relationship between the key success
factors and the way they effect banks’ performance as shown in Figure 1 below:

Top Management
Support

Competitiveness

E-banking
Entrepreneurship
Orientation

Financial
Performance

Technological
Environment

Human Capital Customer Service

Figure 1: Research Model
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RESEARCH METHODOLOGY

1.3. Questionnaire Design:
The table listing each research variable, construct, and associated study used to create the items
for that variable is presented below.

Table 1
Questionnaire characteristics
Key Success Top Management 4 Likert 1-5 AIl-Omoush et al, (2019),
Factors Support items Al-Omoush et al, (2018)
Technological 4
Environment items
Intellectual Capital 4
items
E-EO Innovation 4 Al-Hariri (2020), Al-
items Omoush et al, (2019), Al-
Pro-activeness 4 Omoush et al, (2018),
items
Risk-taking 4
items
Bank Competitiveness 4 Abou-shawsaa and Chelif,
performance items (2011), Chona and Soudani
Financial performance 5 (2017), Maryono et al.,
items (2019), Al-Omoush et al,
Customer service 4 (2019)
items
Total of items 37

Source: Own compilation

1.4. Sampling & Data collection

According to the Saudi Central Bank report, there are up to 12 banks operating in Saudi
Arabia, with official reports from each bank indicating that the total number of people employed by
banks is roughly 46,184 (March 2021), which represents the study population. The researcher
utilized a stratified random sample because of the high sample size, which is appropriate for
situations when the number of people in banks varies. As indicated in Table 2, this method
necessitates first determining the required sample from the overall population, and then determining
the required size of each bank in proportion to the number of individuals in the bank. The sample
size that should take part in the survey is 380 minimum according to the equation proposed by Al-
Imam, (2008): There were 380 people taking part in the survey. For this research, 607 valid
responses were collected, proportional to the number of people working in each bank. Based on the
respondents’ profile, it is observed that many respondents are working in the private sector (about
70%). They are also well educated (about 90% are graduates and post-graduates) and have
relatively long work experience (5-10 years). The descriptive analysis also shows that most of the
respondents are working in administration department (about 82 %).

2. Data Analysis

At this point, the research hypotheses are tested using the Partial Least Square Structural
Equation Modeling (PLS-SEM) approach to predict and evaluate the measurement and structural
model (Henseler et al., 2015). This approach allows complex relationships between variables to be
modeled. Smart-PLS software was used for this study. The validation of the research hypotheses
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was be conducted in two steps: (1) the validation of the measurement model (Outer Model) and (2)
the validation of the structural model (Inner Model). The first one concerns the validation of the
latent variables (constructs), namely top management support, intellectual capital, technological
environment, e-entrepreneurship orientation, competitiveness, financial performance, and customer
service. The validation of the structural model concerns the relationships between the latent
variables (hypotheses).

2.1. Validity and Reliability Analysis

This section examines internal consistency, convergent validity, and discriminant validity. In
order to purify the research questionnaire, a loading analysis was conducted. The results show that
the loadings of all items for all constructs are greater than 0.50 (Figure 2), resulting in all items
being retained for the next step of the analysis. Alpha Cronbach coefficient, Rho A and Composite
Reliability (CR) were calculated to test the reliability of internal consistency. Table 2 below shows
high reliability for all constructs as the values are above the threshold value of 0.70. To test
convergent validity, the value AVE was also calculated. All the values are above 0.50 which means
that the construct explains more than 50% of the variance of the items.

Table 2
Reliability and Validity Analysis

Top Management Support 0.805 0.808 0.872 0.631
Technology 0.87 0.872 0.911 0.72
Human Capital 0.856 0.859 0.902 0.699
E-EO 0.939 0.941 0.947 0.6
Competitiveness 0.895 0.897 0.927 0.761
Financial Performance 0.88 0.881 0.912 0.675
Customer Service 0.871 0.873 0.912 0.721

Source: Own compilation

To assess discriminant validity and show that measures of the constructs are not highly
correlated, cross-load comparisons were made between the constructs. The results show that the
AVE of each latent variable (construct) is higher than the highest squared correlation of the
construct with another latent variable. Thus, discriminant validity is ensured.

Table 3

Discriminant Analysis

Comp. 0.872

Cust.S 0.747 0.849

E-EO 0.752 0.632 0.84

Fin. P 0.834 0.785 0.729 0.822

Hum.C 0.681 0.593 0.775 0.676 0.836

Tech. 0.575 0.501 0.713  0.585 0.731 0.848

TMS 0.547 0.558 0.669 0.598 0.667 0.738 0.794

Source: Own compilation
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2.2.

Hal

Ha2
Ha3
Hbl
Hb2
Hb3

Testing Hypotheses
After testing the measurement model (Outer Model), the second step is to test the structural
model (Inner Model). Figure 2 and Table 4 illustrate the path coefficient between all constructs.

Top Management Support -> E-

Technology -> E-EO
Human Capital -> E-EO
E-EO -> Competitiveness
E-EO -> Financial Performance
E-EO -> Customer Service

Source: Own compilation

EO

Hypotheses Testing Results

0.131

0.142
0.649
0.752
0.729
0.632

2.819

3.195
15.718
28.952
27.405
17.656

0.005

0.001
0

0
0
0

Table 4

Supported

Supported
Supported
Supported
Supported
Supported

Hypothesis testing is performed by analyzing two dimensions: (1) The analysis of the path
coefficient (B) reflects the degree of change in the dependent variable for each individual change in
the independent variable. (2) The second dimension is the t-value test. Regardless of the value of
(B), this coefficient is significant only when the t-value is > 2. The above Table 4 shows that all the
hypotheses are supported i.e. the results show that top management support significantly and
positively influences e-entrepreneurship orientation (Hal), technological environment significantly
and positively influences e-entrepreneurship orientation (Ha2), intellectual capital significantly and
positively influences e-entrepreneurship orientation (Hal). In addition, e-banking entrepreneurship
orientation significantly and positively influences the dimensions of bank performance, namely

competitiveness, financial performance and customer service (Hb1-Hb3).
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RESULTS DISCUSSIONS

The above findings reflect the considerable level of preparedness of banks in KSA with respect
to all the factors that influence the entrepreneurial orientation of e-banking or the factors that
improve sustainable performance. It is observed that all banks are striving to be leaders in digital
services to keep pace with the ambitious Vision 2030. The results show that top management
support has a significant impact on banks becoming more proactive, offering more innovative
services and products, and accepting some risk by engaging in new projects, products, and services.
The determinant coefficient in Table 5 reflects that about 73% of EO is explained by the three key
success factors. These results confirm the current findings reported by many researchers such as Al-
Omoush et al. (2019), Al-Omoush (2020), Martin-Rojas et al. (2011), Niemand et al. (2017). The
results also demonstrate the importance attached to investing in new technological resources, which
strongly supports the banks' entrepreneurial orientation towards leading e-banks. Based on the
theory of the resource-based view, technological resources can provide banks with the necessary
capabilities to develop outstanding electronic products and services, enabling them to develop a
sustainable competitive advantage. The results regarding the influence of technological
environment on e-entrepreneurship orientation are in line with the findings of Al-Omoush et al.
(2019), Zhu et al. (2006), Hanafizadeh and Ravasan (2018). In addition, Human Capital in the
studied banks seems to have the most positive influence on entrepreneurial orientation in e-banking,
reflecting the continuous efforts of banks in Saudi Arabia to benefit from this important resource
and improve their HR by implementing numerous development programs. The current findings
confirm previous studies that have addressed this issue (Al-Omoush et al., 2019, Petti and Zhang,
2011; Bahrami et al., 2016), which emphasized the role of intellectual capital in promoting
entrepreneurial attitude.

Table 5
Determinant coefficients

E-Entrepreneurship Orientation 0.734
Competitiveness 0.566
Financial Performance 0.532
Customer Service 0.4

The results of the present study indicate that entrepreneurship in e-banking is crucial source to
enhance advantage and achieve high level of differentiation of products and services compared to
the rivals. The findings also emphasize the importance of articulating any competitive strategy on
the digital capabilities. In addition, the research outcomes reveal that these entrepreneurially
oriented banks can achieve higher financial revenue associated with high level of operational
excellence compared to rivals, which gives a sustainable competitive advantage. The results
highlight the willingness of bank managers to e-banking entrepreneurship. The findings confirm
that e-banking entrepreneurship leads to higher customer satisfaction and loyalty since the sub-
dimensions of EO can provide customers with innovative products that facilitate customers’
financial practices. These findings confirm the existing results achieved by Al-Omoush et al.
(2019). Several practical implications are provided by this study, among which are the following:
first, it provides managers in Saudi Arabia with a clear understanding of the status quo of banks
devoted to leveraging e-entrepreneurship orientation. Additionally, the research highlights the
inherent problems in changing bank business models to embrace e-entrepreneurship, namely
innovativeness, pro-activity, and risk-taking. This paper concludes by presenting the first study
examining the relationship between maturity of performance and e-entrepreneurship orientation in
KSA banks.
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CONCLUSION

The main objective of this study is to examine the relationship between the key success factors
for e-banking entrepreneurial orientation and the way it positively affects the sustainable
performance which is a challenge for all organizations including banks today. This study is the first
of its kind in Saudi Arabia and aims to diagnose sustainable performance by exploring and
analyzing its roots, namely the entrepreneurial orientation of e-banking, and its key success factors.

The banking system in Saudi Arabia represents the building block for the success of Saudi
Vision 2030 by supporting the various sectors that KSA aims to develop, such as tourism,
healthcare, global supply chains, renewable energy, petrochemicals, etc. Banks consider the vision
as an unprecedented opportunity to consolidate their position in the market and ensure their
sustainable survival. The objective of this study is to examine the maturity level of banks in terms
of the presence of the necessary drivers to support their entrepreneurial orientation related to
electronic products and services. The second objective is to measure how sustainable banks operate
and how e-entrepreneurship orientation affects banks' practices and performance.

According to the research methodology, the research model and the questionnaire were
developed based on an in-depth literature review. Subsequently, data were collected on a
proportional basis alongside a significant sample comprising all banks operating in KSA. The
analysis shows that there is a particular focus on the availability of the required factors, namely top
management support, technological environment, and human capital development. The results also
show that bank managers are willing to recognize the importance of the entrepreneurial orientation
of e-banking and how it can improve the bank's performance dimensions, namely competitiveness,
financial performance, and customer service.

As for the practical implications of this study, firstly, it provides bank managers with a clear
understanding of the status quo of various measures to promote e-entrepreneurship in banks
operating in KSA. Moreover, the study reflects the shortcomings in adopting e-entrepreneurship
orientation in banks, namely innovativeness, proactiveness and risk-taking. Finally, the research
presents an initial study on the maturity of banking performance and its relationship with e-
entrepreneurship orientation in banks in the Kingdom of Saudi Arabia.
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OIIIHKA BILTUBY KJIIOUOBUX ®AKTOPIB YCIIXY OPIEHTAIIIl HA
EJIEKTPOHHE IMIAITPUEMHHUITBO HA JISAJIBHICTH BAHKIB

Abderrazak Ahmed Laghouag
Department of Business Administration,
College of Business, King Khalid University

bauenns 2030 poky st CayniBebkoi ApaBii Harosomye Ha 30uibieHHs Bkiaagy MCII y
HallloHAIbHY eKOHOMIKY 3 20% 10 35% Ta 3HmKeHHs piBHA Oe3pobirtsa 3 11,6% mo 7%. Lle
BUMarae, o0 6aHKU BiJIrpaBajdl BUPIMIAIBbHY POJIb y NIATPUMII HIANPUEMHHUIIBKUX MPOEKTIB, HA
aki cnupaetbest KopouniBeTBo. banku CayzaiBebkoi ApaBii cKOpUCTaIUCS IIEI0 MOXKIMBICTIO, 11100
OTpUMATH OUIbILIE KIIE€HTIB Ta YacTKy PUHKY, CTAaBUIM IHHOBAIL[IMHIIIMMH, MPOAKTUBHIIIMMH Ta
TOTOBUMHU HTH Ha PU3MK IIOJAO EJIEKTPOHHHX MOCIYr. MeTol IbOro IOCHIKEHHS € OIliHKa
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nisimeHOCTI 6ankiB y KCA 3 ypaxyBaHHSAM (aKTOPiB MiAMPUEMHHIILKOI OpIEHTAITIT B €JIEKTPOHHOMY
Oankinry. Merononoris: [l mepeBipku mux rinore3 Oylo CKIaJ€HO AaHKETY, SKy 3allOBHMIIM
MpaiiBHUKKA OaHKiB. BHCHOBKH: SIK MOKa3ylOTh pe3ynbTaTH MOCTIIKCHHS, IiANPHEMHHIIbKA
Opi€HTaIlisl B €IEKTPOHHOMY OAaHKIHTY 3HAYHOIO MIpOI0 MIATPUMYETHCS JIOJACHKHM KamiTajaoM. 3
1HIIOTO OOKY, pe3yJIbTaTH MOKa3ylTh 3HAYHUI MO3UTUBHUI BIUIMB MiANPUEMHHIIBKOI Opi€HTAIIi]
€JIEKTPOHHOT0 OAaHKIHTY Ha TPH aCHEeKTH IiSUIbHOCTI 0aHKy, a came: KOHKYPEHTOCHPOMOXKHICTB,
(hiHaHCOBI MOKA3HUKH Ta OOCITYTrOBYBaHHS KIIIE€HTIB.

KurouoBi cioBa: ximodoBi pakropu yemixy EO, mignpueMHUITbKA Opi€HTAIIIS €IEKTPOHHOTO
0aHKiHTY, €(peKTUBHICTh pOOOTH OaHKY.

OIEHKA BJ/IUSAHUSA KIIIOYEBBIX ®AKTOPOB YCIIEXA OPUEHTALIMU HA
IJIEKTPOHHOE NPEAIIPUHUMATEJIbBCTBO HA JEATEJIBHOCTb BAHKOB

Abderrazak Ahmed Laghouag
Department of Business Administration,
College of Business, King Khalid University

Bunenne 2030 roga nns CaynoBckod ApaBuu noauepkuBaer yBenumdeHue Bkiaga MCII B
HAI[MOHATBLHYIO0 3KOHOMUKY ¢ 20% 10 35% u cHmkenue ypoBHs 6e3padoruisl ¢ 11,6% mo 7%. Oto
TpeOyeT, YTOOBl OAHKU UTPali PEHIAlOIIYI0 POJib B MOAJEPKKE MPEeANPUHUMATEIBCKUX MPOCKTOB,
Ha kotopeie omnupaercs KoponeBctBo. banku CaynoBckoid ApaBuM BOCIOJIB30BAIUCH ITOU
BO3MOXXHOCTBIO, 4YTOOBI TONYyYUTh OOJNbIIE KIMEHTOB U JONI0 pbIHKA, CTaB Ooiee
WHHOBAIIMOHHBIMH, MIPOAKTUBHBIMHU U TOTOBBIMH UATH Ha PUCK B OTHOIICHUU JEKTPOHHBIX YCIIYT.
[lenbro JaHHOTO MCCIEA0BaHNUS SBIsETCS OLeHKa aesTesibHocTH 0aHKoB B KCA ¢ yuerom gakTopoB
MpeINPUHUMATEIHCKON OPUEHTALIMU B AJIIEKTPOHHOM OaHkuHTe. Metomomnorus: s mpoBepKu ITHX
rurnoTe3 ObUIa COCTAaBJICHA aHKETa, KOTOPYIO 3aloJIHWIM paboTHHMKH OaHkoB. BwiBogsl: Kak
MOKA3bIBAIOT PE3yNbTaThl HCCIEAOBAaHUS, MPEANPUHUMATENIbCKAs OPHEHTALUS B AIIEKTPOHHOM
OaHKUHTe B 3HAYUTEIHHOW CTEMEHW MOJIEPKUBACTCS ueToBeYeCKUM KamuTtanioM. C apyrou
CTOPOHBI, pe3ynbTaThl MOKa3bIBAIOT 3HAUYUTEIIbHOE MOJIOKUTETBHOE BIIUSIHUE
MPEANPUHUMATENILCKON OPHUEHTAIIMM AJIEKTPOHHOTO OaHKUHTa Ha TPH acleKkTa JAesiTeIbHOCTH
0aHKa, a UMEHHO: KOHKYPEHTOCIIOCOOHOCTh, (PMHAHCOBBIE TTOKA3aTeNH U 00CTYKUBAHUE KITHEHTOB.

KiarueBble ciaoBa: KiroueBble (akTopbl ycmexa, NpealpUHUMATENbCKas OpHUEHTalus
ANEKTPOHHOT0 OaHKUHTA, 3P(EKTUBHOCTH padOTHI OaHKa.
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