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ARTICLE INFO ABSTRACT
Received 15 July 2020 Extraordinary changes caused by COVID-19 have enforced companies
Accepted 27 August 2020 around the globe to accelerate transition to digital business processes. Human
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JEL Classification: The paper discusses the challenges HRM is facing due to the current crisis in

M1, M5, M10. terms of remote working, and identifies the implications the pandemic has on

human resources. The expert interviews conducted in Georgia indicate that
HRM should consider ways to develop new policies for hybrid working
models as a response to the current pandemic crisis.
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permitted, provided the original author(s) or licensor are credited and that the original publication in this journal
is cited, in accordance with accepted academic practice. No use, distribution or reproduction is permitted which
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Introduction. The recent changes brought by the worldwide pandemic (Covid-19) have
imposed organizations to accelerate transition to digital operations. This shift has compelled the
human resource management (HRM) to navigate employees in this extraordinary situation. Human
Resource Management has an important role to play on the one hand to help employees in using
digital platforms to access to their jobs, and on the other hand to support organizations in their efforts
to continue business processes.

In the digital ecosystem, employees need to upgrade their knowledge, or obtain new skills.

This research is determined by the influence of the recent unexpected crisis on companies and
business continuity. The aim of this research is to identify the changes occurred in the companies in
Georgia as a response to the crisis. The qualitative research method was used to understand
how companies respond to the pandemic lockdown, how digitalization and employee wellbeing have
been managed during the crisis, and how HRM processes were interrupted by the Covid-19. For this
reason, expert interview method was employed. In order to investigate the transition to the remote,
acceleration of digitalization especially in the Georgian companies, and their impact on work-life
balance of employees, the research questions were designed in an open-minded way.

For this research, existing theoretical foundation in the literature gave direction to the research
questions. The primary data collection implemented by semi-structured face-to-face video interviews,
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and analytical procedure was determined by theoretical framework as well as the qualitative
characteristic of the gathered data.

Research questions for this manuscript are as follows.

RQ1: Why and how did the Covid-19 pandemic affect the Human Resource Management
generally, and in particular in the Georgian companies?

RQ2: Why remote working can be the adequate respond to the pandemic crisis and how HRM
can help companies in digital transformation?

RQ3: How did HRM respond to the crisis in Georgia and how they create conditions for
adaptability of employees to the new reality?

The research results have a significant impact on managers and organizations in terms of crisis
management from the HRM perspective. Overall, the manuscript contributes to scholarship by
emphasizing that digitalization is the future of the business, yet remote working has an effect on work-
life balance of employees, as shared spaces for work and private live can be a major source of stress.

The remainder of this manuscript is organized as follows. First, literature and theory are
reviewed on digitalization, work-life balance, Covid-19 implications, as well as crisis consequences in
Georgia. Then, the primary data collection methods are presented, followed by the research findings
and discussions. Finally, conclusions and future research areas are suggested.

Literature Review

The role of HRM in digital transformation

The current crisis of the new coronavirus pandemic initiated dramatic changes around the
world. In this context, both companies and customers switched instantly to digital models. The Covid-
19 has intensified digital transformation for companies, and many workers around the world need to
have necessary skills to use technologies (Sheppard, 2020) in order to perform their jobs remotely.
The digital technologies enable virtual work as well as to automate tasks and make decisions (Parry &
Battista, 2019). The pandemic has made it visible that the most demanded skills for the employees are
digital, but also collaborative (Sheppard, 2020).

Any problems happening in the interconnected world encourage organizations of any size to
respond and adapt to the change, as well as manage their employees accordingly (Carnevale & Hatak,
2020). Recently, the Covid-19 pandemic has shaped extraordinary demanding conditions for human
resource management. HR managers have to help their employees to handle with the rapid changes in
both the workplace and the society (Carnevale & Hatak, 2020).

Moreover, Covid-19 will impact profoundly on the employment, and can cause career shock
for people (Akkermans, Richardson, & Kraimer, 2020). HRM needs now to deal with the increasing
stress of their workforce caused by remote working when work and family boundaries have blurred
(Giurge & Bohns, 2020).

Previous reports anticipated that the trends towards online workers and platform workforces
increase, which presents reskilling needs from employers and workers (World Economic Forum,
2018). According to the Sheppard (2020), businesses should prepare to changes and turbulence in the
future by introducing and adopting platform-based technologies, and develop business models
accordingly (Sheppard, 2020).

The studies from previous years confirmed that emerging technologies including digital
platforms, Artificial Intelligence, robotics, augmented reality, and blockchain — would change the
functions HR professionals perform (Parry & Battista, 2019).

To adapt to the digital work, employees should learn new skills that increases their
employability (Sheppard, 2020). Based on the study, Parry and Battista (2019) demonstrated that human
resource management should help employees to use the advanced technologies in organization. Since
employees alone cannot cope all the challenges the recent pandemic crisis brought, HR professionals
should help them to upgrade their digital skills, and to arrange their wellbeing (Parry & Battista, 2019).
In this respect, leaders acknowledge the importance of lifelong learning and developing talents;
consequently, they are planning training sessions online (Narayandas, Hebbar, & Liangliang, 2020). The
recent survey of Chinese companies showed that they invest resources rather than preserve funds, in
strengthening their competitive ability (Narayandas, Hebbar, & Liangliang, 2020).

It is also noteworthy that business continuity, employee wellbeing, and customer orientation
are considered to be the main challenges (Singer-Velush, Sherman, & Anderson, 2020).
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Moreover, as new technologies increase flexibility and allow the workforce to work remotely,
HR management needs to create appropriate policies and performance systems to ensure that
employees meet standards, but at the same time eliminate the negative effects of digital working in
particular with regard the social interactions (Parry & Battista, 2019).

The large-scale research of 869 teams and 11,011 workers in 9 European countries confirms
that remote working is not beneficial for all employees; especially team performance is reduced and
sharing knowledge suffers when coworkers are working from home (Van der Lippe & Lippényi,
2019). However, job characteristics, satisfaction, and commitment are the factors that influence
individual performance, while team performance declines when members work from home more than
8 hours per week (Van der Lippe & Lippényi, 2019). Agile teams, earlier confirmed to be effective
with remote working, can be inefficient when working fully remotely (Comella-Dorda, Garg, Tharej,
& Vasquez-McCall, 2020). These findings suggest that HR function should address those issues and
accordingly organize flexible work.

While workplace stressors intrude into personal life disturbing mental health, the reverse
dynamics are also noticed. The studies found that remote workplaces reduce boundaries between work
and personal life causing personal stress to spread to work, and ultimately resulting in burnout
(Peasley, Hochstein, Britton, Srivastava, & Stewart, 2020). Peasley and colleagues (2020) indicate that
although remote work has many advantages, employees experience "mix of business and home life",
which causes troubles for both managers and workers in terms of long-term wellbeing (Peasley,
Hochstein, Britton, Srivastava, & Stewart, 2020). It is worth noting that wellbeing has impact on
motivation and performance outcomes of employees.

The pandemic has centered the physiological and mental health of people in the organization
as priorities (Spence, 2020). Since many employees will be happier to return to their offices while
others prefer continue working remotely, companies reframing the workplaces should take into
consideration these differences (Spence, 2020).

The research based on Workplace Analytics at Microsoft revealed that workdays prolonged as
the employees working from home signed into work earlier and signed off later as they assigned time
in the meantime for personal issues (Singer-Velush, Sherman, & Anderson, 2020). Although time of
meetings online has reduced to 30 minutes, managers had to help employees to prioritize work and
lessen potential negative effects caused by the shared space of work and home (Singer-Velush,
Sherman, & Anderson, 2020). However, jobs performed at night and weekends increased, which
indicates the disruption of work-life balance (Singer-Velush, Sherman, & Anderson, 2020).

Furthermore, social isolation has a negative impact on employees. Therefore, HR practitioners
need to maintain social interaction among employees who are working remotely. Small-group
meetings, networking, virtual connections should be arranged to conquer isolation as work
relationships are source of motivation (Singer-Velush, Sherman, & Anderson, 2020).

There is also shift towards keeping video meetings and virtual events, and many HR leaders are
trying to maintain the flexibility and collaboration by redesigning jobs, duties, and work processes
(Narayandas, Hebbar, & Liangliang, 2020). For example, for PwC flexibility means to encourage
employees to work in a different way in compliance with their lifestyles, and they believe flexibility
"results in a happier, healthier, and more productive workforce" (Donovan, 2019). The survey of Chinese
companies reported that communication was more personal during the pandemic lockdown as employees
have used audio apps more frequently than emails (Narayandas, Hebbar, & Liangliang, 2020).

For evaluate workload and performance of human resources, managers have used digital data
and online dashboards with the intention of assessing for example number of sales, tickets closed, calls
made, hours logged on, or number of customers served (Narayandas, Hebbar, & Liangliang, 2020).

Thus, HRM should help companies to transform their business processes into the digital space
by upgrading employee skills, create organization culture for adaptability to digitalization, and
keeping work-life balance to maintain employee health, motivation, and efficiency.

Tendencies during the Covid-19 crisis in Georgia

According to the survey of PricewaterhouseCoopers (PwC) Georgia, disruption in the supply
chain and decrease in demand among Georgian companies resulted in revenue decrease (PwC
Georgia, 2020). 53% of companies report that sales have declined (GCCI, 2020), and 63% of surveyed
organizations confirm that their incomes reduced by more that 50% to compare with the same session
of the last year (PwC Georgia, 2020). Under these circumstances, about 50% of Georgian companies
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have reduced personnel, while 40% of companies in Tourism industry dismissed all their staff on
grounds of redundancy (PwC Georgia, 2020).

The survey of the Georgian Chamber of Commerce and Industry shows that 53% of the
surveyed companies intend to maintain their employees for the next 6 months, but 43% of the
employers have reduced the salaries (GCCI, 2020).

Interestingly, the way out of the situation from the point of view of the Georgian companies is
in financial aid from the government as well as in long-term/ soft loan (GCCI, 2020).

As for shifting to remote working, 17% of surveyed companies want to move online, but
admit to not having the necessary skills, while 7% of them plan to transfer to online working systems
in the near future (GCCI, 2020). Remarkably, the interest of Georgian companies in working online
increased from 0.33% to 17% in the last 3 months (GCCI, 2020).

In this vein, how organizations should maintain employee wellbeing and work-life-balance
during working remotely from the perspectives of the human resource experts. By the same token, HR
managers being at the forefront of development organizational culture as well as human resource
policies created deliberately for remote working should pave ways for the digital transition and work-
life balance simultaneously.

Data Collection Methodology

As the aim of this research is to understand the impact of the Covid-19 pandemic crisis on the
Human Resource Management, digitalization, and work-life balance, qualitative research approach
was used. The semi-structured open interview with experts provides the space to reveal opinions,
thoughts, and reflections of an expert, and hence, it was considered to be appropriate for this study.
The following procedures were applied to collect primary data from the experts. After selecting a
research topic, and preparation and planning phase, conduction series of interviews begun followed by
transcriptions of the recorded interviews, then data were analyzed and interpreted, and finally
conclusions and recommendations based of the results was made.

Data collection Instrument: Expert Interview Method

To collect the primary data for this study, expert interview method was used. Expert
interviews conducted in April and May 2020. The selection of the experts was based on the purposive
sampling method; interview participants were chosen based on their characteristics.

Corbin and Strauss (2008) state that research question dictates the methodology employed to
carry out a research. Besides, qualitative research enables to "discover rather than test variables"”
(Corbin & Strauss, 2008).

Expert interviews is a legitimate method for some research, especially in the exploratory phase
it presents an efficient and concentrated way to collect data, and quickly gain good results (Bogner,
Littig, & Menz, Interviewing Experts, 2009).

An expert is defined a person who possess technical as well as interpretative and process
knowledge in a specific competences field (Bogner, Littig, & Menz, Introduction: Expert interviews -
An introduction to a new methodological debate, 2009). Experts have not only systematic and
organized knowledge, but also experience (Mergel, Edelmann, & Haug, 2019). An expert has relevant
knowledge about processes, decisions, behaviors, as well as access to information, and they have an
ability to solve problems in their field of expertise (Meuser & Nagel, 2002). Researchers highlight the
following criteria for assessment of the competences of the expert: education and skills, position, work
experience in the field of research topic, the level of public recognition (Libakova & Sertakova, 2015)

Based on the abovementioned principles, the following criteria were elaborated to invite
experts for the interview: An expert should (1) have theoretical knowledge and expertise in the field of
human resource management, (2) have work experience with organizations on human resource
management issues, (3) be engaged in research at an university, in consulting or training business and
therefore, have direct contacts with HR managers in Georgian organizations (Figure 1).

Thus, the experts invited to participate in this research are in close connection with the various
organizations in Georgia, have frequent and immediate relations with HR managers in the course of
their day-to-day work, so that they see present conditions imposed by the pandemic.
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Fig. 1. Criteria for Selecting Experts for the Intervnew

Sampling

The number of interviewees is defined by both the research question and accessibility to
experts (Baker & Edwards, 2012). The researchers suggest ten interviews with experts in order to
analyze properly (Glaser & Strauss, 1967). According to Guest, Bunce & Johnson (2006), the size of
purposive sampling as the widely applied method of nonprobability sampling depends on the
saturation concept (Guest, Bunce, & Johnson, 2006). As soon as saturation has been reached, data
collection should stop (Glaser & Strauss, 1967). Sampling in expert interviews should be kept as long
as the knowledge of the issue is increasing, and stop when there are no new insights gained (Cooper &
Schindler, 2014).

In total, 33 experts were invited to the interview for this research, and 10 of them were
actually interviewed. Experts were recruited through the professional contacts of the researcher.
Initially, we contacted them via Email explaining the purpose of the research and sending general
interview questions.

The experience and insight of the experts allow gathering primary data from various
background and experience in order to study the impact of the crisis.

They are experts of the field of HRM, and the information they provided is true reflection of
current state in this area. They come from diverse organization ranging from consulting companies to
training centers to universities. Their working experience in HRM consulting, training, and research
field ranges between 9 and 25 years (Figure 2).

~

< Traningand

[ consulting
PN N=6 ) T
/ DY 8 N
/ . e [ Consulting
[ Expertiencein ‘ N=1
9-25 years \/
| Experts | e

b/ \\

[ university
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\

N‘3 Female
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Fig. 2. Expert characteristics

Interview guideline
The face-to-face expert interviews were carried out using online video platform Zoom.
Interviews were conducted in the Georgian language. After each session, transcripts of the interview
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were made, and later translated into English by the researcher. The depth interview with an individual
expert took between 23 and 46 minutes. The interview was prescheduled. The experts were asked to
allow video-recording in Zoom in order to transcript it later. They were ensured that their personal
data will be protected, thus their identities remained confidential as well as will not be available for
any third parties.

The semi-structured interview followed similar outline that allowed to compare data, and to
keep the interview within the topic boundaries; all questions were open. At the end of the interview,
the last question was about their additional comments or viewpoints they thought it could be important
to the research.

The questions were based on the current literature, and relied on the expert answers to pose
additional questions. The questions were open-ended and comprehensive answers were expected.
Overall, the interview guideline consisted of 9 questions covering the 6 main themes (Table 1).

Table 1. Main Interview Themes
Part | Theme

I General question about the expert experience and exact field of expertise

Il Questions about Covid-19 effect on organizations and challenges HRM have faced

I11 | Questions about changes caused by the crisis (e.g. Work-life balance, Digital
transformation)

IV | Questions about the company response to the pandemic crisis from HRM perspective

V Expert opinions regarding the future of HRM, and their recommendations to HR managers

VI | Additional thoughts/ views if applicable

In the framework of this manuscript, questions in the part 3 and 4 are analyzed.

The experts were asked what they think about the major alterations in organizations and with
HR management, which took place due to the pandemic, what exactly was the company's response to
the sudden changes, and whether any opportunities are considered for Georgian companies.

Data Analysis

At the stage of the analysis, the collected data through the expert interview were interpreted
and analyzed with the approach of qualitative content analysis.

The systematic analysis includes concepts, themes, and categories derived from the data, which
are discussed (Silverman, 2000). The thematic parts and passages with similar elements need to be
noticed (Bogner, Litting & Menz, 2009). Additionally, the data were grouped and labeled by category;
relevant themes to the research questions were determined to make connections (Flick, 2014).

Thus, themes, issues, categories were identified, patterns were discovered in the content, and
were labeled appropriately. Then, data were sorted according to similar themes and subthemes as well
as conflicting points of view. Thematically similar passages from different expert interviews were put
together as described by Bogner, Litting and Menz (2009) to further conceptualize and reveal the
commonly shared expert opinions.

Findings and Discussion

Remote Working as a Response to the Pandemic Crisis

The pandemic lockdown imposed many challenges to the organizations, human resource
management, and employees. The interviewed experts indicate that the main difficulties companies have
to deal includes suspended operations or business closure as well as financial problems. In addition,
systemic deficiencies and unpreparedness have been reported in many cases in terms of business
continuity. Instead of quickly adapting to new reality and beginning operations under the pandemic
circumstances, the companies were forced to shut down, so they started waiting for the pandemic to pass.

“I do not see that companies have any organized approach to learn living and operating with
the virus” (R3, my translation).
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Besides, corporate brand and organizational culture are under question, while the management
have less experience in crisis management. Further, they need to consider flexibility and digitalization
when employees begun working remotely.

As stated by the experts one of the biggest problems was the vague and inconsistent
regulations in line with the lack of communication with the governmental agencies.

“When regulations change frequently and there is no direct contact with the regulators, the risks of
imposing fines on companies increase if a company does not meet every aspect of the legislation
requirements because of its ambiguity and possibility of various interpretations” (R4, my translation).

With regard to employees, the experts claim that their stress, fear and anxiety increased. They
now need to adapt to the new reality with digital processes and remote working, and therefore upgrade
their skills in online tools. Moreover, the workforce has to handle with unemployment or salary
reductions due to the recessions caused by the pandemic.

The respondents believe that HRM carries out an unequivocal commitment to companies’
success and employees’ wellbeing. According to the experts, main challenges HR managers have
faced during the pandemic are lack of knowledge in new technologies as well as in crisis management.
Besides, they needed to manage people online while monitoring employees’ job performance. At the
same time, HRM has dealt with dismissals, turnover, and managing panic within the organization.
Additionally, new safety regulations must be interpreted for company and employee standpoints. The
experts noted that some Georgian companies have already introduced a labor safety consultant to help
organization and its workforce to obey the safety regulations.

Furthermore, work-life balance must be also addressed as the most employees were working
from home where the space between work and personal life may not exist causing increasing stress.

When it comes to remote work the experts mention that some companies have already had a
flexible working schedule especially those in IT industry or consulting business. Consequently, their
employees have adapted easily and relatively painlessly to work from home. Moreover, many
employees want to be allowed to continue working online after the post- pandemic period.

As stated by experts in the interview sessions, Georgian organizations and HR systems were
not ready to work remotely neither technologically nor mentally. Besides, the management of many
companies has lacked experience in managing stress and in change management.

Another key challenge the experts highlighted is the ability of HR professionals to manage
autonomously, result-oriented, and remotely. Previously, many processes and works have been done
on paper, and Management was interpreted as control and monitoring of employees. During the
remote working conditions those old approaches have been questioned, and requirements towards new
procedures emerged. Yet neither HRM nor HR professionals nor employees are ready for developing
and introducing novel management systems.

"We live in an age of artificial intelligence and how to exist without technology. This pushes a
person towards self-development™ (R2, my translation).

Tackling Covid-19 Crisis from viewpoint of HRM: Digital Transformation

In the course of the pandemic crisis, HRM has taken up leadership and more responsibility at
many organizations concentrating their resources on solving problems. The respondents expressed
their views how Georgian companies have dealt with the pandemic crisis from HRM perspective.

Digitalization was seen as a tool to make business activities possible during the pandemic.
Moreover, the importance of digitalization has increased during the crisis period. Consequently,
remote management of companies has been allowed, and potential of e-commerce has expanded. The
pandemic accelerated digitalization of business processes also in Georgian companies. It is no more
unimaginable for managers to work from home. Nevertheless, digitalization in Georgia is not in
mainstream as after reopening many companies returned to the traditional offline way of operations.

While some Georgian companies see the online platforms merely as a transition bridge to get
back to their usual reality, others used the whole potential of online technologies during the crisis to
retain relationship with workers through online team meetings, and even to integrate new employees
more quickly.

HRM should help companies to make decisions whether some positions will be moved partly
or entirely remotely, whereas other positions need to be identified which are unable to be performed
from home.
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In the opinion of the experts, despite the negative impact in terms of stress, unemployment,
business closures, some companies have been affected still positively as they have become more
effective by using digital channels, and take care of development. The experts emphasize that the
pandemic situation and safety regulations accelerate the process of working remotely coupled with
transformation using digital channels in Georgian companies.

Jobs will be significantly transformed. Therefore, both the companies and the workforce need
to obtain more technological knowledge and experience, develop digital skills, as well as be flexible,
more adaptable to changes, and prepare for future uncertainties.

Effect of Remote Working on Work-life Balance from the Perspective of HRM

During the pandemic lockdown, the remote working issues were observed by the experts. The
employees being at work are concentrated on their jobs for about 7-8 hours, while working from home
involves major distractions such as child care, household chores, and hence, employees have to
perform the assigned tasks at night. Many Georgian employees have complained that they did not
understand when they started and when they finished the job i.e. where was the line between work and
home. “The area where they rested, the house, is mixed with the work relationships” (R6, my
translation). At the same time, if other members of the family also worked remotely and the study has
been done online as well, there has been a lot of psychological pressure and tension.

Therefore, HRM should help the workforce to arrange the space and schedules for working
remotely taking into consideration the individual differences or conditions to maintain work-life balance.

Although working online can be profitable for companies, its biggest disadvantage is a lack of
socialization. The respondents noted that there should be a room left when switching to the remote mode
with the purpose of organizing meetings in offices occasionally. This will lead to more comfortable state
of mind and mental health resulting in improved motivation and productivity of the staff.

In the opinion of the experts, even if some positions remain fully remotely there should still be
arranged face-to-face meetings occasionally to conquer isolation and facilitate social relations for
employees.

Figure 3 summarizes the main results of the research and provides answers of the research
questions.

Digital transformation Remote Working
*Digital Platforms *Collaboration skills
* Artificial Intelligence *Technological skills
*Robotics —| +Communication
* Augmented Reality *Socialization
*Motivation
«Efficiency
\L Impact on Georgian Companies
Challenges *Business closure
*Business continuity *Decreased revenue
*Customer orientation +Comply with regulations
*Employee wellbeing —>| *Lack of knowledge in Crisis Management
«Job characteristics/ job satisfaction *Lack of remote working experience
«Digital skills *Lack of technologies and skills
«Isolation *Lack of flexibility, adaptability
v
HRM Function
*New HRM systems

*Upgrade emplyees' skills

*Online Performance Management
*Work-life balance

+Facilitate digitalization

Fig. 3. Impact of the pandemic crisis on HRM
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Conclusions. In this paper, the focus was on the influence of Covid-19 crisis on HRM as well
as digitalization and its accompanying work-life balance issues.

Qualitative expert interview method was applied for this research as a first direction to better
shape the difficulties caused by the current pandemic crisis. The aim of the research was to reveal the
organizational decisions and to learn about the role of HRM during the crisis.

The experts’ judgments were founded on their knowledge and personal experience. During the
analysis, comparisons were made followed by data interpretations, discussions of findings, and
conclusions.

The researchers have theorized the similar trends experienced during the crisis situation
regarding human resource management and impact on employee wellbeing. The interviewed experts
also noticed that job requirements filled the private space that has been previously reserved for
personal life. Many employees in Georgia performed their jobs at night. They have been straggling to
unplug from work and relax. Therefore, eliminate online meetings on certain days will solve this issue.

As remote working has risen during the lockdown, it is needed to adapt the new working life.
In order to adapt quickly to changes, enhancing communication is of primary importance.

The HR managers do not need to monitor closely the employees work activities during remote
working as they can perform tasks independently with responsibility. The workforce has increased
requirement to safeguard health, and employees’ health and safety is also decisive for companies to
create organizational values and long-term brand. Thus, taking into account employees work-life
balance during digitalization process is crucial.

Given that some employees prefer to keep working from home while others strive to return to
offices, the new HR policy should allow the workforce to choose the work mode. HR managers are
therefore encouraged to develop strategies accordingly. Moreover, the policy regarding travel,
business trips, and corporate events need also to be transformed.

Today, the main goals companies set in association with HR management are to organize
hybrid model to allow the workforce to continue working remotely, to revise organizational culture
correspondingly, to hire remote employees, and create digital office spaces.

Future Research: Founding on the results of expert interviews, the questionnaire will be
designed for the future quantitative survey of HR managers to study thoroughly the impact of Covid-
19 pandemic crisis on the companies, employees, teams, and on the HRM system in Georgia. Besides,
it would be interesting to gain data about the influence of digitalization and remote work on employee
behavior, on employees’ family members, and on the society at large.
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ABSTRACT

The technological phenomenon of artificial intelligence transforms B2B
marketing and approaches to the formation of product value, sales and
service. The case study allowed the author to examine and summarize the
experience of large companies in integrating artificial intelligence into the
sales management system, marketing and service. The article identified three
problems of B2B companies’ sales system: incomplete, unreliable data, lack
of interaction between marketing and sales systems, dynamic growth of
personal data volume. The study proves economic efficiency of the
integration of artificial intelligence, which solves these problems. The future
of marketing was identified based on the latest trends in the B2B segment. In
the future, industrial marketing will be determined by the accuracy, reliability
of customer information, a high level of accuracy of demand forecasts, a

shortened cycle of trade agreements, increasing level of effectiveness of
cooperation between marketing and sales departments. The integration of
artificial intelligence into sales management will finally complete the era of
digital marketing in the B2B segment and will be the beginning of the era of
“human” marketing. The latter will mean that in the context of a regulated
digital private B2B data market, marketing will be focused on human needs
with an accurate predictable understanding of customer needs.
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Introduction (Problem Statement). Sales management in the B2B segment is complicated
by increasing pressure on the sales management system to ensure a sustainable income and at the same
time a shortage of hard skills specialists. The latest trend determines the need for consistent training of
salesmen (trainings, seminars, training videos), and is exacerbated by the difficulty of maintaining the
required level of competence of professionals in terms of staff turnover. These problems are addressed
through business digitization and the integration of artificial intelligence, which supports a sales
management system to ensure a stable income.

In the glass industry, sales management problems are exacerbated by the continuous
production cycle, seasonal demand for products that require long-term planning, low level of culture
of consumption of glass products and knowledge of end consumers about the properties of glass. With
a high turnover of sales professionals, these problems require technological solutions to automate sales
processes. The integration of artificial intelligence into sales management can solve a number of
problems in this area, including shifting the focus from the functional responsibilities of salesmen to
optimizing interaction with the customer when concluding a transaction.
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Review of recent research and publications. The use of data in industrial marketing is not a
new phenomenon, but issue of digitalization of business models has recently studied more often [13].
The following works deal with B2B marketing: Brennan, R., Canning, L., & McDowell, R. (2020),
Cortez, R. M., & Johnston, W.J. (2017), Gilmore, A., Gallagher,D., & Henry, S. (2007),
Hall, S. (2017), Harker, M. J., & Egan, J. (2006), Lindgreen, A., Di Benedetto, C.A., Geersbro, J., &
Ritter, T. (2018), Noori, B. and Hossein Salimi, M. (2005), Pandey, N., Nayal, P., & Rathore, A. S.
(2020), Paschen, J., Kietzmann, J. and Kietzmann, T.C. (2019), Ritter, T., & Pedersen, C. L. (2020),
Sharma, A. (2002), White T. (2019), Wise, R., & Morrison, D. (2000), Wright, L. T., Robin, R.,
Stone, M. & Aravopoulou, E. (2019).

Ritter, T., & Pedersen, C.L. [13] created the concept of “digitization capability” of B2B
companies, and determined the development of the interaction of this ability of the company to ensure
data-enabled growth. Technology and data have changed the value proposition of companies’ products
and the way they are sold. The use of applications based on technology and data, artificial intelligence
began in 1935, and in 1956 the first conference on artificial intelligence was held in Dartmouth, USA.
Thus, the research has dealt with the issue of “big data” and artificial intelligence in B2B marketing
since the early 1950’s of last century [13]. However, today, there is much more data than ever before
thanks to access to powerful big data processing equipment that provides a high analytical ability to
study consumer information.

Table 1. Stages of research of digitalization of B2B companies’ business

Stage 1 Stage 2 Stage 3 Stage 4
Period Before 1990 1990-2000 2000-2010 After 2010
Phenomenon Digital data Digital platforms and Increasing the Digital as a
communications efficiency of “new norm”
digitalization
The  main Experimental “Release” from Operation Integration
focus intermediaries
The  main Digital Digital ~ technologies Digital technologies Digital
activities of technologies are = provide communication optimize business | technologies are
companies used as a new with consumers through flows to increase the = widespread and
way of business = platforms or digital efficiency of existing accepted as a
development channels business processes fact in business

Source: Ritter, T., & Pedersen, C. L. (2020) [13].

Research considers digitalization as a digitalization capability of B2B companies or as a
digital way of value formation, value creation of a product (value propositions). In our article, we
integrate these concepts and consider digitalization as an opportunity to provide a competitive
advantage of the B2B companies to shape product value, product consumption culture, and facilitate
the interaction of sales management system with the customer.

difital potential

+data (generation, transmission, storage, access)
*adoption (legislation, agreements. society)
+analytics (analysis, visualization, reporting)

stability of income growth integration of digital capability

«staff (sales system, marketing,
service)

+leadership

scustomers

+digital capability support
»digital competence support
sconsumer loyalty support

value formation

*consumption culture
»interaction with the client

Fig. 1. Conceptual model of digital business model formation.
Source: supplemented by the author based on [13].
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The article intends to forecast trends in B2B marketing in terms of integrating artificial
intelligence into sales management.

The main objectives of the article are the following:

1. Studying the experience of international companies in sales management, integration of
artificial intelligence and CRM, ERP systems.

2. Analysis of economic and financial effects of integration of CRM, ERP systems.

3. Study of the features of the transformation of B2B marketing under the influence of the
integration of artificial intelligence, personal data about customers and artificial intelligence in sales
management.

Research methods. In this article, we rely on the concepts of content and digital marketing,
digital capability and value creation, integrated marketing, customer focus, and customer
relationships(Harker, M. J.,, & Egan,J., 2006 [5]),and a local approach to B2B marketing
(Globalization local model, Glocal model), covered in the research by Hall, S. (2017) [4],
Cortez, R. M., &Johnston, W.J. (2017) [2]. The local approach of future B2B marketing means
focusing on a narrow circle of end users and detailed segmentation of customers, business partners,
providing the consumer with detailed information about the product, which allows forming a culture
of consumption. In industrial marketing, segmentation takes into account the customer behaviour,
industry and size of the client company.

The study is based on a qualitative methodology, which includes the study of trends in B2B
marketing, the integration of artificial intelligence in sales management of multinational companies. The
technological phenomenon of artificial intelligence (Paschen, J., Kietzmann, J. and Kietzmann, T.C.,
2019 [12]) is a central concept in our study that influences the future of industrial marketing.

The article uses the case study methodology of two companies that have integrated revenue
analysis systems into sales management based on artificial intelligence. Next, we consider the case of
integration of CRM and ERP systems in the Russian glass industry company (ABC company, the
name is confidential). The effects of artificial intelligence integration are considered based on the
analysis of the integration of CRM (Customer Relationship Management) and ERP (Enterprise
Resource Planning System) in companies.

Results. Recent studies indicate the active transformation of marketing in the B2B segment and
the subsequent change in approaches to sales in the future [2]. The era of integration of technological
applications (“digital or application age”) [4], in particular CRM, ERP, began in the 2000’s.

Hall, S. (2017) [4] identifies the following marketing trends in the B2B segment:

1. Growth of customer-centricity. In the glass industry, such a trend will be due to the formation of
a culture of consumption, informing consumers about the properties of glass, changing trends in
consumption through changing tastes of consumers in related industries (approaches to architecture and
design). The culture of consumption is directly related to the competence of sellers in selling the product.

2. The growing role of content and digital marketing. This trend is directly related to the
formation of culture. The right content influences sales, digital sales channels are also a way to place
content about the product and influence consumer decisions.

3. Multi-channel marketing. Digital marketing allows expanding the number of sales channels,
but in the glass industry, the main sales channels are viral marketing, “buzz marketing”, thought
leaders, the Internet, blogging, TV repair programs.

4. Increasing pressure on optimization of marketing performance, including sales plans. In the
glass industry, the glass manufacturer consistently provides sales of 20% to customers and 80% of
products. The pressure increases due to seasonality: in winter, the implementation of plans is
complicated by the decline in demand.

In this article, we identify two more trends — the first is the formation of a digital private
market of personal data, which in particular allow predicting consumer behaviour, can be integrated
into sales management. Large companies are the owners of information as a factor of production,
which has recently become increasingly important due to “destructive” innovations. Another trend is
the integration of artificial intelligence to manage personal customer data. In this case, the first trend is
a consequence of control over the confidentiality of personal data, protection and unauthorized access
in the context of business digitalization. The second is a response to the complex challenge of
managing a growing volume of customer data in the context of integrating technology solutions into
sales management. These trends are interrelated — the growing data volume necessitates the use of a
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local approach to doing business and data protection, as well as automating data management to
ensure accuracy, reliability, completeness, and predictability.

With the growing role of customer orientation, in particular the orientation of companies in the
B2B segment to the needs of end users of their own customers, the integration of personal data into
marketing is a way to understand the customer, the ability to form a culture of consumption in
“customer language”. The integration of personal customer data also solves the problem of ineffective
communication between seller and buyer, as well as incorrect communication of product information
by the seller. In addition, the integration of personal data and customer experience solves the problem
of incompetence of sellers in terms of staff rotation.

Technological solutions in response to the outlined problems in sales management cause other
challenges for organizations. The integration of CRM and ERP improved the accuracy of demand
forecasts based on customer activity information. In turn, new problems and challenges arise that
require new solutions.

International companies in the B2B segment in sales management face the following problems:
incomplete customer data, lack of cooperation between marketing, sales, service, outdated data.
Companies are under increasing pressure to achieve revenue growth and sales organization. Ensuring
speed and efficiency of sales slows down due to loss of time for customer data management, tracking of
customer and seller activities, manual determination of agreements. This means reducing the time to
form and deliver the value of the product to the end customer in the constant operation of sales
departments with large data sets. In this case, only 20% of the activity is usually recorded in CRM.

Another problem is that the filling of customer data in CRM systems is incomplete, a certain
volume of customer information is missing due to the human factor. Artificial intelligence solves this
problem of lack of knowledge about the client. The integration of artificial intelligence into the CRM
system is a tool for collecting information, which is the basis for automatic analysis of all contact data
and activities from the group that works with customers and forms a single source of customer
information. Large companies use such artificial intelligence-based analysis systems to address the
lack of complete, outdated customer information. At the same time, this allows the sales department to
focus on delivering the value of the product to customers.

The sales management system based on artificial intelligence solves three main problems:

1) Incomplete data. Prior to the integration of artificial intelligence into sales management, the
analytical dataiskept in the sales, marketing and service departments, which were responsible for
entering all contacts, customer interaction data in the CRM system. The integration provided
automatic collection of contact and action data from groups working with customers, filling CRM with
the right capabilities and accounts. This eliminates manual data entry and ensures CRM accuracy.

2) The collected data is sent to marketing, sales or customer departments. Lack of cooperation
between marketing and sales means that the company does not receive data about the customer. The
sales management system provides data collection by function and combines in a single platform.
Reliable data is a source of information for all employees of the company to make decisions.

3) Outdated data. The database in the average company usually doubles in 12-18 months, and
is quickly transformed. Stuff rotation and lack of frequent updating of information in the CRM-system
lead to inaccurate information. The revenue analysis system automatically finds and updates contacts,
customer data. Thus, artificial intelligence is responsible for automatically updating data, which
ensures the credibility of information in the CRM system.

Thus, the sales management system based on artificial intelligence (Revenue Intelligence
System) is a technological solution that automates the collection of data on contacts and customer
activities, dynamically updates the CRM system and provides sales, marketing, service departments
with real intelligent data for sales management. As a result, it provides a comprehensive
implementation of a customer-oriented approach in the development of digital marketing.

Examples of the use of such systems are a new stage in the marketing of the B2B segment.
Table 2 provides basic information based on the case studies of two companies in the B2B sector.

Gainsight Inc. integrated an artificial intelligence-based sales management system to address
the accuracy and efficiency of the Sales Department in forecasting and closing trade transactions. An
additional goal is to increase the level of cooperation between Marketing and Sales Departments. The
main challenge for the company is the lack of clear data on the activities of individual sellers,
problems in concluding agreements with customers, unreliable forecasting [7].
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Gainsight’s Sales Department needed access to key data on the dynamics of transactions,
problems that arise during the conclusion of the transaction, ways to improve sales performance and
sales forecasting. The lack of clarity of this data in the company is due to the lack of resources for
real-time data collection in order to understand the level of productivity of the Sales Department.
Another need of the company is the need of the Marketing Department in the exact understanding of
sales. The integration of the sales management system based on artificial intelligence provided [7]:

1) Display of the procedure for conducting trade activities, which ensures the speed and
efficiency of closing transactions.

2) Understanding ways to increase win rates.

3) Elimination of the key problems of closing trade agreements.

4) Determination of factors of the transaction cycle reduction.

5) Identification of trends in the activity of potential customers, which are generated by the
marketing department. Greater efficiency of sales service is ensured, key information is provided to
ensure effective salesmen training and to check the effectiveness of closing transactions.

Table 2. Case study of integrating artificial intelligence into sales management: New Relic,
Gainsight

Company
characteristics
Industry

Number of
customers

Annual income

Number of
employees

Subsystems of
integration of

artificial intelligence

Key results, effects

New Relic

Software in the B2B segment

17,000, including 50% of Fortune 100
customers

$ 600 million

More than 2,000 people

Sales: automation of activity data

collection, integration of data-based
sales training.

Marketing: automation of contact
creation, CRM optimization.

Customer SUCCESS: identifying
customer information, monitoring

customer coverage.

Solution launch the within 14 days.
100,000 contacts are automatically
downloaded from sales team
mailboxes during the first six months
of operation of the solution

The accuracy of the CRM system and
data has improved by 80%.

300% increase in the activity of high-
value data (for example, display of
customer behaviour data in CRM).

Gainsight

Software in the B2B segment

More than 360 companies in the

B2B segment (Adobe, Box,
DocuSign, HP, Marketo, Nutanix
and Workday)

$ 50 million

More than 700 people

Sales Analysis: provides analysis
of data on 360 customers to
whom Gainsight ensures revenue
growth.

People.ai SmartMatch technology
detects 15,000 contacts from trade
group mailboxes in 9 months
Gainsight has achieved 90%
accuracy in sales forecasting
Productivity of sales
representatives increased by 15%

Source: based on [7; 9].

Another case study is New Relic, which integrated an artificial intelligence-based system into
sales management to access sales metrics, data reliability, develop a sales cycle for revenue growth,
and conduct training to improve sales productivity [7].

New Relic offers customers technological solutions (cloud software) and innovations based on
software for introducing innovation, business transformation. In a rapidly growing environment, New
Relic’s Sales and Marketing Departments needed a way to reconcile contact collection and activity
data to retain and expand customers. The lack of customer data, including sales, required accuracy to
increase the productivity of Sales and Marketing Departments. The sales management system based on
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artificial intelligence was launched within 14 days and provided: sales and marketing development,
optimization of customer service [9].

Platforms based on artificial intelligence automatically collect sales activity in real time and
provide useful information to increase the productivity of sales, marketing, service (Table 3). All sales
activity is recorded on the platform, activity is synchronized with CRM. This reduces data collection
time and increases sales time by 20% [9]. Pre-built dashboards give managers a real-time view of
trading, trends, forecasts and red flags.

Table 3. Differences in sales management before and after the integration of the artificial
intelligence platform

Element of the

sales Before the integration of artificial After the integration of artificial
management intelligence intelligence
system
Manual data  collection and Automated collection, registration and
registration, data analysis. Errors in = analysis of data.
data collection. Insufficient Segmentation of demand formation and
segmentation of demand and marketing campaigns based on accurate
Marketing consumer behaviour. customer data. Tracking the impact of
marketing on sales. More personalized
strategies for concluding agreements,
tracking the status of the agreement,
determining procedures for accelerating
agreements.
Lack of clear data on the activities More personalized strategies  for
of individual sellers, problems in concluding agreements, tracking the
concluding agreements with = status of the agreement, determining
customers, unreliable forecasting. = procedures for accelerating agreements.
Sales The need for training and coaching Improving sales methodology.
Department of salesmen. Lack of understanding Increasing productivity.
of clear actions in concluding Personalized customer analysis.
agreements. Reducing the time of concluding an
agreement and determining the priority
of agreements.
Inaccurate, incomplete, outdated Increasing data accuracy and reliability
customer data, customer activity by 80%. The volume and quality of data
data. in the system has increased. Automatic
system update. Increase in the
percentage of system capacity from 50%
CRM system to 90%.
Automatic analysis of all contact and
activity data from the group that works
with customers and forms a single
source of customer information.
Track of salesmen performance.
ERP system Inaccurate forecasts of product Increasing forecasting accuracy.

demand, unreliable forecasting.
Source: author’s research.

In general, the integration of artificial intelligence in sales management provides accuracy,
completeness, reliability of data, accurate demand forecasts. Distance learning systems integrated into
the CRM system increase the productivity of sales and marketing departments by establishing
cooperation and eliminating the functions associated with the collection and updating of customer data.

In Russia, it is highly likely to have no similar experience in the integration of artificial intelligence
due to lack of information and adaptation. At the same time, we can observe the trend of integration of
CRM with ERP system, a system of statistical planning, which provides high accuracy of product demand
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forecasts. Forecasting in the glass industry company! is based on product article, sales channels, dates and
other product characteristics. There is no experience in integrating e-learning systems. In the B2B segment,
companies form a personnel development department (coach), or hire a salesmen competence development
manager. The E-Commerce component in the CRM-system also plays a significant role. The company
processes requests manually, but there is a transition to electronic document management, automation of
request processing through E-commerce component of the integrated CRM-system (Sales Force). Direct
and indirect customers are segmented, and Customer Journey roles and typical scenarios are described. At
each point of contact between the seller and the customer, the expectations, needs of the customer and the
seller’s actions are determined to minimize manual sales management.

The Harvard Business Review Analytic Services — Pulse Survey, involving more than 320
respondents, surveyed future trends in the transformation of marketing through the integration of
artificial intelligence into business [6]. Companies that have already integrated artificial intelligence
also took part in the survey. The main findings of the study indicate the following future
trends (Figure 2) [6]:

1) 51% of large companies expect automation of manual processes using artificial intelligence
over the next three years;

2) 82% of large companies believe that artificial intelligence will significantly improve the
consistency of work between the sales system and marketing through the introduction of reporting;

3) 43% of large companies believe that data-based coaching is the biggest advantage of
artificial intelligence.

439% of large companies
believe that data-based
coaching is an advantage

82% of large companies of artificial intelligence

believe in the potential

of artificial intelligence

in optimizing the

relationship between

51%of large sales and marketing

companies expect the
integration of
artificial intelligence

Fig. 2. Future trends in the integration of artificial intelligence in sales management. Source: [6].

The growth rate of salesmen productivity due to artificial intelligence at the same time
provides an increase in customer satisfaction. The problem of competence is also solved — artificial
intelligence is a “coach” who instructs the seller to enter into a transaction, eliminating routine work,
lack of knowledge about the next stage of the transaction, providing effective support and customer
service. About 85% of large companies believe that artificial intelligence will improve the quality of
customer service. About half of companies plan to use artificial intelligence to detect growing
customer dissatisfaction. About 47% believe that artificial intelligence technologies will provide a
higher level of customer personalization. According to Wise, R., & Morrison, D. (2000), traditional
marketing skills will become relatively less important, while the ability to understand the customer
and customer behaviour will determine the success of B2B companies. The company’s digital capacity
will be replaced by the ability to understand the buyer, which will determine digital transformation.

Thus, the study of marketing in the B2B segment in the context of analysing the experience of
integrating artificial intelligence into sales management indicates the influence of technological,
informational factors on the formation of demand. These factors will depend on socio-economic
development and political, legal readiness for the integration of artificial intelligence. These
technologies are “destructive”, because they completely transform the approaches to marketing and

IABC company, the confidentiality of inside information is the reason for the conditional name
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doing business. This requires the government and society to consciously accept these trends, as well as
develop new legal regulations governing the emerging digital data market.

Conclusions. B2B marketing is influenced by “destructive” innovations, forming critical
trends in the integration of artificial intelligence in business management. The considered trends of
B2B marketing are supplemented by formation of the digital data market which will become the
accelerator of digital changes. The case studies of large companies indicate three main problems that
are solved by integrating artificial intelligence: incomplete, outdated, inaccurate data; lack of
cooperation of subsystems of sales, marketing, service; accumulation of big data, which complicates
their processing in terms of the need for rapid decision-making. Due to the integration of artificial
intelligence, the functions of salesmen and marketers are shifting from filling data to optimizing the
sales process, forming product value and consumption culture, improving customer interaction,
increasing customer satisfaction. In the future, industrial marketing will be determined by the
accuracy, reliability of customer information, a high level of accuracy of demand forecasts, a
shortened cycle of trade agreements, increasing the level of effectiveness of cooperation between
marketing and sales departments. The integration of artificial intelligence into sales management will
finally complete the era of digital marketing in the B2B segment and will be the beginning of the era
of “human” marketing. The latter will mean that in a regulated digital B2B data market, marketing will
be focused on human needs with an accurate predictable understanding of customer needs.
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1. Theoretical mechanism.

1.1. Concept of regional economic cooperation.

Regional economics is one of the most rapidly developing new applied economics disciplines
in the field of economics. Regional economics is a branch of economics which includes spatial
dimension into market analysis. Through logical program, laws and models include space to achieve
prices, demand, production capacity, output and development levels, growth rates and income
distribution under unequal regional resource endowments. In addition, when the local growth model
regards space as an economic resource and an independent factor of production, regional economics
becomes the main focus of analysis from space to territory, which provides both static and dynamic
advantages. For example, it is critical to determine the competitiveness of local production systems.

The theory of regional growth was first developed in the middle of last century. Geographic
space is divided into areas, namely the limited natural geographical area (mainly matched
administrative units), within the area are unified, thus can be synthesized with social, economic,
demographic nature of the overall characteristics of the carrier: international trade terms, but different
from country, is characterized by movement of factors of production has obvious external openness.
Table 1 summarizes the two main ‘mega-trends’ that, in our view, largely characterize the theoretical
developments over the last two decades in regional economics, and that are common to urban
economics and to many other disciplines: the need for more realism, and the move towards dynamic
rather than static approaches. These theoretical perspectives are presented in Table 1 for both regional
growth and regional development theories, the former aiming at explaining the aggregate growth rate
of income and employment in a formalized and quantitative way, the latter oriented towards the
identification of all tangible and intangible qualitative elements of the growth process of regions.
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Tablel.1. Major trends in regional economic theory

Theories

Tendencies
in theories

Regional growth theories

Regional development theories

More realism in
theoretical
approaches

Endogenous growth determinants

Reasons for success and failure
of clusters of SMEs, local
districts, milieux.

A role in growth models for the
complex non-linear and interactive
behaviour and processes that take
place in space

Non-material
sources of
competitiveness

resources  as
regional

Imperfect market conditions in

growth models

An active role in knowledge
creation

Growth as a
competitiveness issue

long-term

Technological  progress as
endogenous factor of growth

an

Dynamic rather
than static approaches

Evolutionary trajectories of non-
linear interdependencies of complex
systems

Dynamic rather than static

agglomeration

economies

Sources: Roberta Capello, Regional growth and development theories revisited, Department of
Management, Economics and Industrial Engineering, Politecnico di Milano, Italy, 2008 year

The first tendency which has accompanied the theoretical development in the field is the need
for more realism in sometimes rather abstract conceptual approaches, by relaxing most of the glaringly
unrealistic assumptions of the basic theoretical models. This tendency is justified by the need to
broaden the interpretative capacity of the theoretical toolbox in this research field by searching for
theories that are better able to reflect issues and policy strategies for the real world.

1.2. Regional Division Theory.

Regional division of labor theory is divided into classical division of labor theory and modern
division of labor theory. Classical division of labor theory is represented by Smith and Ricardo, etc. It
mainly explains the division of labor theory from the perspective of advantages and factors, but it
requires many assumptions. Modern division of labor theory is represented by product life cycle
theory, diamond theory, and endogenous comparative advantage theory. Modern theories of division
of labor have continuously revised predecessor assumptions and theories, adding more influential
factors. Modern theory of division of labor studies inter-industry trade and intra-industry trade, which
is manifested in horizontal and vertical division of labor, but is not mature.

1.2.1 Absolute Advantage Theory.

The economist Adam Smith (1976) put forward the theory of absolute advantage, thinking that
has basis of international trade lies in the absolute difference of labor productivity between countries.
His theory based on the every country has absolutely favorable conditions for the production of certain
specific products, and that it is in the interest of all exchange countries to specialize in the production
and exchange with each other. The theory of absolute advantage also applies to the division of labor
between the domestic regions, because he believes that domestic trade is free, and under the premise
of free trade, regional division of labor can be realized naturally.

1.2.2. Comparative Advantage Theory.

Based on the theory of absolute advantage, David Ricardo (1817) proposed the theory of
comparative advantage. Compared with absolute advantage theory, comparative advantage theory is
more universal. According to the theory of comparative advantage, the basis for regional division of
labor and interregional trade is not limited to absolute differences in production technology. As long as
there is a relative difference in production technology between regions, there will be a relative
difference in production costs and product prices. Different products have comparative advantages in
production, making regional division of labor and inter-regional trade possible, and thus obtaining
comparative benefits.
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1.2.3. Product Life Cycle Theory.

Product life cycle theory was proposed by Raymond Vernon in 1966. Product life cycle is the
market life of a product, that is, the whole process of a new product from entering the market to being
eliminated by the market. In his theory, product life refers to the marketing life in the market, which
has to go through the stages of formation, growth, maturity, and decline. However, the time and
process of this cycle in countries with different technical levels are different. There is a large gap and
time difference during this period. It is this time difference, which is expressed as the gap in
technology between different countries, which reflects difference in the competitive position of the
same product in different national markets determines the changes in international trade and
international investment. Vernon divided the countries into innovative countries, general developed
countries, and developing countries according to such differences.

1.2.4. Diamond Theory.

The diamond theory of the American economist Michael Porter was put forward in 1990 to
analyze why a certain industry in a country is more competitive internationally. Porter's theory, there
are four factors that determine a country's industrial competitiveness: production factors (including
human resources, natural resources, knowledge resources, capital resources, infrastructure); demand
conditions (mainly the demand of the domestic market); Performance of related industries and
supporting industries; corporate strategy, structure, performance of competitors. Porter believes that
these four elements have a two-way effect to form a diamond system. In addition to the four elements,
there are two variables—government and opportunity. Opportunity cannot be controlled, and the
influence of government decisions cannot be ignored.

1.3. Regional Economic Integration.

Regional economic integration has become an important means for countries around the world to
maintain their own economic and trade interests. Regional economic integration is proposed relative to
economic globalization. Conceptually, it refers to two or more countries or regions that are relatively
close in geographical area. In order to maintain common economic and political interests, the
government comes forward Within a specific integration framework, a regional economic organization
formed by coordinating the conclusion of a treaty or agreement, implementing unified policies or
measures, and benefiting each other in order to achieve economic union. Regional integration can bring
considerable economic benefits. Regional integration enables countries to improve market efficiency,
share the cost of public goods or large-scale infrastructure projects, cooperate to decide policies, and
have a foundation for global integration based on reforms and obtain other non-economic benefits such
as peace and security. However, the risks of regional integration need to be identified and managed.
Countries may have different preferences in the priority of regional integration, depending on their
connectivity gaps, economic geographic environment or preferences of specific regional sovereignty.
The impact of regional integration on trade and investment flows, economic activity distribution, growth,
and income distribution is often difficult to assess. Lack of appropriate supplementary policies and
systems may lead to invalid results. For example, policy barriers at the border may offset the benefits of
transportation infrastructure cooperation. Regional integration has created winners and losers, especially
within countries. Policies and institutions are needed to ensure that regionalism is inclusive and manages
society, environment, and governance risks.

1.4. Regional Economic Integration and Mongolia.

Since middle of the last century, regional economic alliances have begun to emerge, and today
there are more than 60. Regionalism and regional integration are rapidly becoming key determinants of
political and economic realities today and in the future. For Mongolia, integrating economy, trade and
investment into a larger regional cooperation structure may be the only way to accelerate its economic
growth and reduce poverty on a long-term and sustainable basis. Mongolia caused the first wave of
globalization. In the 13-14™ century, most known worlds were under the protection of Mongolian rulers,
with a single currency, open borders, and free exchange of goods across Eurasia and people. The degree
of openness, religious tolerance and cultural diversity at that time were unprecedented, and they can still
serve as a shining example for present and future generations. Today, Mongolia is the country with the
most free trade and currency exchange system and has faithfully fulfilled its international obligations and
obligations. Foreign policy focuses on creating the best external environment for its domestic growth and
prosperity. It poses a threat to no one, and no one threatens our borders or independent survival, because
Mongolia has good neighborly relations with its huge neighbors Russia and China.
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Mongolia used to be a communist country that emphasized Marxism-Leninism, but since the
transition to multiparty democracy and market economy in 1991, Mongolia has undoubtedly achieved
socioeconomic development. Mongolia, like other communist countries at the time, experienced a sharp
economic contraction after the collapse of the Soviet Union. However, the GDP of Mongolia increased
from 2.6 billion USD in 1990 to 13.67 billion USD in 2018, and the per capita GDP increased from 1172
USD to 4,121 USD in 2018. At the same time, the average life expectancy increased from 60.3 years old
in 1990 69.5 years old by 2018. In addition, Mongolia is rich in mineral resources and is one of the world
largest exporters of copper, gold and coking coal deposits. These achievements are only one aspect of
Mongolian development story. After the disintegration of the Russia Mongolia economic and trade
dependence were transferred from Russia to China, only between its two neighboring countries.
Mongolia has become a country that depends on exporting minerals to China.

Since the early 1990s, the relationship between foreign trade and diversification has been a
priority for Mongolia. So far, Mongolia has remained relatively isolated from the international
community. Although Mongolia is a member of the World Trade Organization, it did not participate in
the regional free trade initiative and signed a bilateral free trade agreement. Landlocked countries face
more difficulties than countries that have direct access to seaports, such as higher transportation costs,
heavy customs procedures, and lack of proper infrastructure connectivity, which are essential for
integration into regional production networks promoted higher economic development.

2. China Mongolia Regional Economic Cooperation.

Since the establishment of diplomatic relations between China and Mongolia, the cooperation
between the two countries has experienced many twists and turns. At the beginning of the establishment
of diplomatic relations, Chinese Premier Zhou En Lai and Mongolian Prime Minister Yu. Tsedenbal
started China Mongolian friendship after their first mutual visits. In 1956, China and Mongolia
established a true cooperative relationship. Since then, China Mongolia economic and trade cooperation
has been constantly advancing through twists and turns. Since the 1980s, the bilateral relations have
gradually recovered, and economic and trade cooperation has also deepened. Especially since the 21st
century, the cooperation between China and Mongolia has been fully launched, which has become a
bright spot in the development of relations between Mongolia and neighboring countries. In the 70 years
of cooperative development, good neighborly and friendly relations have always been the mainstream,
but the development of China Mongolia regional economic cooperation has been relatively slow and the
level of cooperation is low. China Mongolian relations have undergone three important upgrades in the
early 21st century. In 2014, they were upgraded to a comprehensive strategic partnership. The
relationship between the two countries entered the best period in history.

At that time, bilateral relations were on the rise, and the legal basis for the relationship
between the two countries was signed, such as “Trade Cooperation Contract” in 1951, “Bilateral
Trade, Economic and Cultural Cooperation Agreement” and “About Bilateral Trade Payment and
Settlement protocol” in 1952, “Agreement on China workers to participate in the construction of the
Mongolia” in 1955, “Friendship and Mutual Assistance Contract” in 1960, “Trade Negotiations™ in
1961, “Transit Agreement”, “China Mongolia Border Railway Agreement”, “Radio Mail Parcel
Exchange Agreement”, “Air Freight Agreement” , “China assistance to Mongolia agreement” in 1962
etc. In addition, on the basis of the agreement on economic, trade and cultural cooperation between
China and Mongolia, the two governments established the agreement on supply and payment of
products in 1953, which was the first agreement between China and Mongolia. Since then, official
visits between China and Mongolia have expanded, and bilateral relations have grown steadily,
developing in the context of economy, foreign trade, culture and education.

Through the development of China Mongolian friendly relations, the trade volume between
the two countries reached 24.6 million rubles (1 million rubles equivalent to 2 million USD) in 1961,
nearly 67 times the total trade in 1951 (1 million rubles equivalent to 1.5 million USD) and achieved
unprecedented good results. When the trade volume between China and Mongolia was converted into
USD, it increased from 750,000 USD to 49.94 million USD, of which China exports were 41 billion
USD. In terms of trade structure, primary products and consumer goods are the main products. The
products imported from China are mainly food, silk and fabric, tobacco, construction materials, trucks,
industrial equipment and pharmaceuticals. The products exported to China are mainly for livestock
products, cashmere products, animal and plant medicines and wood.
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Table 2.1. China Mongolia trade volume from 1952 to 1961. Unit: (million Russian ruble)
Year 1952 1953 1954 1956 1957 1959 1961
Total trade 0.5 1.7 3.6 9.5 20.5 22.9 24.6
Sources: L.Begzjav, Mongolia China Relations 1949-1999, Ulaanbaatar, 1999: 36

In 1952, delegations from China, Mongolia and Russia signed the railway contract in Moscow.
In 1956, the railway linking Moscow, Ulaanbaatar and Beijing was established, which was very
important for expanding cooperation between China, Mongolia, Russia and the communist countries
of eastern Europe. At that time, the Russia and Mongolia exported to China by railway, and Mongolia
received transit payments. Through the trade negotiations between China and Mongolia, China paid 3
million, 6 million, 11 million, 17 million and 18.8 million rubles for railway transportation to
Mongolia in 1956, 1957, 1958, 1959 and 1960. The scale of trade between the two countries
increased, in 1959, China accounted for more than 15% of Mongolian foreign trade.

After the world second war, national liberation movements took place in Asian and European
countries, democratic countries emerged and socialist system was established. At that time, the trend of
world development was determined by the Russia. China Mongolian relations deteriorated through
Russia China relations, which stopped Chinese investment and aid. In addition, the Russia was able to
fill China's gap in Mongolia and strengthen its position. From 1966 to 1971, Mongolia continued to
make efforts to normalize its relations with China. In the future, Mongolia will seek friendly cooperation
and good-neighborly relations with China. Since the 1960s, the deterioration of China Russia relations
had a profound impact on China Mongolian relations, and economic and trade relations have declined
sharply. In 1962, China provided Mongolia with us 26.85 million USD, but in 1963, it dropped to us 7.9
million USD, and in 1967, the trade volume between the two countries dropped to 350000 USD. Since
1969, the between China and Mongolia trade volume has gradually increased. From 1973 to 1975, it
fluctuated by 4-5 million us USD, and from 1982, it exceeded 4.5 million USD.

With the improvement of China Russia relations, China Mongolian relations have improved, and
great progress has been made since 1982. From 1982 to 1983, cooperation in the railway and trade fields
was resumed. In September 1984, the Chinese and Mongolian delegations exchanged views on
improving bilateral relations at the 39th UN General Conference in New York. This was the first
meeting in more than 20 years. Since 1985, the Russia began to reduce assistance and cooperation to the
Mongolian economy, which has brought a heavy blow to the economic situation of Mongolia. But
opportunities have emerged to increase cooperation with China to a higher level. The performance of this
situation is that in 1986, the mutual border inspection and border trade settlement agreements were
reestablished under the 1964 border protocol. The visit of the Chinese and Mongolian Foreign Ministers
in 1989 was important for the restoration of bilateral relations. In order to further expand the level of
cooperation, the two sides signed the “Establishment of China Mongolian Economic and Technical
Cooperation Agreement”, which achieved a comprehensive and formal restoration of China Mongolian
economic and trade cooperation. Since then, China Mongolia economic and trade cooperation has
entered a new stage, and the total trade volume has gradually increased slowly, as shown in Table 2.2.

Table 2.2. 1980-1990 China Mongolia trade volume table. (Unit: Million USD)
Year 1980 1984 1985 1986 1987 | 1988 1989 1990
Trade volume 11.64 19.6 26.0 24.9 26.7 | 2179 | 17.97 41.02
Annual growth rate 1.68 1.32 -4.2 7.2 -18.3 -17.5 28.3

Source: L. Begzjav, Mongolla China Relations 1949-1999, Ulaanbaatar, 1999:48

In the early 1990s, Mongolian mission was to build a democratic society and human rights and
freedoms, and major countries such as the United States and Japan were key factors in Mongolian
foreign policy. The expansion of cooperation between the United States and Japan under the “Third
Country” policy has led to changes in the volume of trade with China. During this period, the Economic,
Trade and Technical Cooperation Committee was established, a reciprocal travel agreement was signed,
and efforts were made to restore the Mongolian council in Hohhot. Therefore, it is very important to
develop relations with Inner Mongolia, expand cross border trade, and establish trade and direct relations
with the southern province of Mongolia and Inner Mongolia. Relations between the two countries have
returned to normal and economic, trade cooperation has begun to expand.
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Since the end of 1990, the trend of economic globalization and regional economic integration
has been increasingly expanded, and the relations between countries have been deepened, resulting in
a new world economy pattern of interdependence, mutual integration and high integration. Mongolia
has established a democratic system, and its society has undergone profound changes. In June 1992,
the eight ports of Zamyn Ude-Erlian, Takeshkan-Bulgan, Havirga-Arkhashaat, Bichigt-Zuunkhatavch,
Master Temple-Burgastai, Beitag-Uilastai, Hong Shan Zui-Dayan, Gashuun suhait-Gantsmod opened
the door for the people of the two countries to travel, trade and expand friendly relations in the border
area. Chinese President Jiang Ze Min, President Hu Jin Tao, Premier Wen Jia Bao, Chairman of the
Standing Committee of the National People’s Congress Wu Bang and others visited Mongolia in 1999,
2003, 2010, and 2013 respectively. At the same time, the chairman of Mongolian National Khural
R. Gonchigdorj, Prime Minister N. Enkhbayar, Prime Minister, G. Enkhbold, President N. Bagabandi,
and the President Ts. Elbegdorj, Prime Minister S. Batbold and others visited China in 2000, 2002,
2004, 2005, 2006, 2010 and 2011 respectively. Through these visits, the two countries reached
consensus on deepening mutually beneficial economic and trade cooperation, and negotiated and
established a cooperation strategy in the field of resource development and infrastructure construction;
further cooperation in various fields including infrastructure, customs cooperation, energy
development, cultural exchanges, and education with a consensus, good-neighborliness, mutual trust
and partnership have taken a step forward. During the period of cooperation and development between
the two countries, they signed the “Joint Declaration of the People's Republic of China and Mongolia
on the Establishment and Development of a Comprehensive Strategic Partnership” and reached
consensus on a series of issues such as major project cooperation and development cooperation in the
field of minerals, thus achieving a China Mongolia strategy partnership has been upgraded to a
comprehensive strategic partnership. The establishment of a comprehensive strategic partnership has
pointed out the direction and laid the foundation for China Mongolia economic and trade cooperation.

With the rapid development of China economy and the acceleration of the geo-economic
cooperation with neighboring countries, high level visits have continued, and the results have been
remarkable, entering the best development period in the history. Since 1989, China and Mongolia
trade volume has increased, from 33.6 million USD in 1990 to 285.9 million USD in 1999, exports
from 11.3 million USD to 208.2 million USD, imports from 22.3 million USD to 77.6 million USD. In
other words, between 1990-1999 years, China Mongolia trade volume increased by 8.5 times, and
imports and exports increased by 3.5 times and 18.4 times. The share of China Mongolia trade in
Mongolian foreign trade has increased, and in 1999 it was 32.8%. With the continuous improvement
of China opening to the outside world, investment in Mongolia has continued to rise, especially since
1998, direct investment in Mongolia has entered a new stage.

Table 2.3. China Mongolia trade volume in 1990-1999. (Unit: Million USD)

Year 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999
Mongolia's total | 150, 7 | 7089 | 806.7 | 761.6 | 625.9 | 888.6 | 875.2 | 919.8 | 848.4 | 871.1
foreign trade
China Mongolia
trade volume

Mongolian
exports to China
China's imports to

Mongolia

Position in the

Mongolia's 5 2 2 2 2 2 2 2 2 1
foreign trade
Source: Data compiled by the Mongolian National Statistical Office’s Bureau from 1990 to 1999

336 69.1 | 1270 | 186.1 | 97.1 | 122.3 | 147.0 | 1649 | 176.7 | 285.9

11.3 528 | 694 | 1202 | 732 | 77.8 | 81.0 | 101.6 | 110.1 | 208.2

22.3 163 | 576 | 659 | 239 | 445 | 66.0 | 633 | 666 | 77.6

At the beginning of the 21st century, the share of China Mongolia trade in Mongolian foreign
trade increased sharply. From 2000 to 2008, Mongolia’s exports to China increased. However, data
show that the total trade volume between China and Mongolia reached USD 6.46 billion and USD
5.93 billion from 2011 to 2012, a decrease of 8.2%. The trade situation between China and Mongolia
during this period is shown in Figure 2.1.
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Fig. 2.1. 2000-2012 China Mongolia trade volume growth (100 million USD)
Source: Data collected by the Mongolian National Statistical Office’s Bureau 2000-2012.

As can be seen from Figure 2.1, from 2000 to 2012, the growth of China Mongolia trade
volume has declined due to the impact of the world financial crisis in 2009, but Mongolian economic
situation has improved through mining industry development and investment environment since 2010
after the reforms were resumed, China Mongolian trade has resumed since 2011.

Since Mongolian transition from a centrally planned economy to a market economy in 1993,
the “Foreign Investment Law” was revised in 2008, laying the foundation for attracting foreign
investors. According to the Ministry of Foreign Investment, direct investment in Mongolia from 1980
to 2004 was 1.2 billion USD, from 2005 to 2009 it was 2.7 billion USD, and in 2009 alone it reached
800 million USD. This shows how fast investment flowing into Mongolia is growing. In addition,
since 1990, mining alone has accounted for more than 60% of total foreign direct investment. Due to
large scale mining projects, the inflow of foreign direct investment is expected to increase in the
future. With the deepening of China Mongolia economic cooperation, the investment fields of the two
countries have expanded year by year, and the total investment has also slowly increased. Since 1998,
China has been the largest investor in Mongolia. In recent years, enterprises in 79 countries and
regions such as China, Russia, Japan, United States, and Luxemburg have made direct investments in
Mongolia, and investment projects have continued to expand.

Table 2.4. Statistics of China's direct investment in Mongolia. (Unit: Million USD

Year Total China's Growth Total China’s Growth Number
investment | investment in rate investment | investment rate of
Mongolia projects projects in registered
Mongolia companies
1998 459 22.5 49.1 276 108 39.1 98
2000 90.3 32.9 36.4 291 115 39.5 118
2001 125.5 47.3 37.9 350 131 374 132
2002 172.5 135.3 78.4 390 161 41.3 161
2003 205.3 46.9 22.8 635 323 50.9 343
2004 237.1 112.6 475 805 438 54.4 349
2005 311.7 235.8 75.6 988 568 57.5 532
2006 280.3 227.9 81.3 1021 671 65.7 827
2007 215.6 172.0 79.8 1079 702 65.1 876
2008 431.5 339.6 78.7 1181 829 70.2 859
2009 604.9 497.8 82.3 1205 901 74.8 299
2010 630.4 521.3 82.7 1326 922 69.5 376

Source: Data collected by the Mongolian Foreign Investment Bureau from 1998 to 2010

From Table 2.4, China’s investment in Mongolia has been increasing slowly. According to
Mongolia’s foreign trade statistics, the growth rate of investment from 2000 to 2010 has been slow.
This is the share of foreign investment in Mongolian total investment. The proportion of the total is
increasing; at the same time, the number of investment projects increased from 108 in 1998 to 922 in
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2010, this proportion rose from 39.1% to 69.5%, which has a positive impact on improving local
employment conditions and promoting local wage growth.

With the development of China Mongolia politics and economic and trade relations, China
Mongolia regional economic cooperation has developed steadily and entered a new historical period.
During President Xi Jin Ping visit to Mongolia in August 2014, the two sides announced the
establishment of an all-round strategic partnership in China and Mongolia, and set a goal of increasing
trade to 10 billion USD by 2020. In November 2015, Mongolian President Ts. Elbegdorj visit to China.
The two sides signed 11 cooperation documents and published the “Concerning the Deepening of the
Comprehensive Strategic Partnership between Mongolia and the People’s Republic of China”. At the
same time, China's “Belt and Road” initiative and Mongolian “Steppe Silk Road” initiative have opened
up many new opportunities for cooperation in various aspects. In 2016, Chinese Premier Li Ke Qiang
visit to Mongolia during the Asia Europe Meeting and signed more than ten documents on trade,
economy, technology, energy, infrastructure development, banking and financial cooperation, and a
comprehensive strategic partnership take a step forward. Mongolia is an important part of the historic
Silk Road. One of the countries along the “Belt and Road” is a mutually beneficial and continuously
developing economy. In May 2017, Mongolian Prime Minister J.Erdenebat signed a “Memorandum of
Understanding” when attending the “Belt and Road” International Cooperation summit in order to reach
the possibility of reaching a free trade agreement between the two countries. The two sides exchanged
views on raising the regional economic cooperation between the two countries to a new level. Through
this multilateral visit, the Mongolia-China-Russia summit mechanism was established and the economic
corridor between the two countries was established. This is an unprecedented opportunity to promote
regional economic cooperation between China and Mongolia.

At the beginning of the new century, Mongolian economy recovered and China's share of
foreign trade increased dramatically. Although the trade volume between the two countries declined
due to the financial crisis in 2009, Mongolia has resumed its economy through reforms such as the
improvement of the mining and investment environment since 2010, and trade between China and
Mongolia has increased since 2011. Due to the decline in mineral prices in the world market,
Mongolian foreign trade and China Mongolian trade declined in 2012 and 2013. Through actively
promoting and docking the “Belt and Road” and “Steppe Silk Road” initiatives, China Mongolia trade
volume has reached a new level. In 2018, Mongolian total trade with 159 countries and regions in the
world was 12.9 billion USD, an increase of 22.3% over the previous year, of which, exports totaled 7
billion USD and imports totaled 5.9 billion USD, an increase of 13.1% and 35.4 %.
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Fig. 2.2. 2010-2018 China-Mongolia total trade situation
Source: Data compiled by the Mongolian National Statistical Official Bureau 2010-2018

Since 2010, the share of China Mongolia trade in Mongolian foreign trade has increased by more
than 50% on average. Due to the fluctuations in Mongolian foreign trade, the trade volume between China
and Mongolia accounted for 47.8%, 52%, 62.1%, 64% and 65.77% of Mongolian foreign trade in 2012,
2013, 2014, 2017 and 2018, respectively. This shows that the combination of the “Belt and Road”
initiative and the “Steppe silk road” has created conditions for the sustainable growth of bilateral trade.
China mainly exports value-added products to Mongolia, such as gasoline, garments, textiles, industrial
and mining machinery, equipment, household appliances, building materials and consumer goods.

28 4(31), September 2020 RS Global



International Journal of Innovative Technologies in Economy ISSN 2412-8368

Mongolia exports more than 20 products to China, such as herbal medicine, leather, wood, scrap metal, as
well as coal and iron ore. As China economy grows, demand for energy resources such as wood, coal and
oil are growing, and China domestic supply cannot meet demand. But Mongolia is rich in minerals and
raw materials. As a result, China will be able to supply energy and minerals. Foreign direct investment
flowing into Mongolia in the past decade has been volatile and unstable. From 2000 to 2010, due to the
rapid growth of the mining industry, Mongolian foreign direct investment increased substantially.
However, since 2012, due to the decline in international commodity prices and insufficient investor
confidence, foreign direct investment inflows have declined sharply. The combination of FDI
concentration has a major impact; First, China and Canada, which account for more than half of
Mongolian FDI, have made Mongolia overly dependent on its economy and increased investment
instability. Second, from an industry perspective, FDI is highly centrated in a single unit, with mining and
quarrying accounting for 71% of FDI inflows. In 2011, foreign investment rose sharply to USD 4.99
billion, and investment in Mongolia reached 110 million USD.

3. Analysis of Influencing Factors of China Mongolia Regional Economic Cooperation

3.1. Influence of the factors of the world economic crisis

Since 2008, the world economic crisis has affected Mongolian mineral, cashmere, petroleum
and other commodities in the world market. In 2009, Mongolia signed the “Oyutolgoi Investment
Agreement”, which brought about the development of mining, but made it clear that Mongolian
economy depends on minerals and mining. This means that Mongolia is directly dependent on foreign
markets, especially China. In financial crisis, demand will drop sharply, commodity prices will fall,
investment will slow down, companies and factories will close, and unemployment will rise. When the
crisis occurred, the price of Mongolian state owned oil rose to per barrel 140 USD, while the price of
minerals fell sharply, and China’s GDP also fell in many areas. In addition, the foreign trade deficit,
currency reserves fell by 2 times, loan balances increased by 20%, non-performing loans increased by
2.8%, the development of Bank of Mongolia and financial institutions fell into crisis due to the halt.
For Mongolian GDP, the growth rate was -8.7% in 1991 and 2.1% in 1994, the first positive growth
after the economic transformation. In 1995 it reached 6.4%, but in 2000 it fell to 1.1%, in 2009 it fell
to 1.269%, and in 2011 it was 17.7%, which can be regarded as the peak growth rate in Mongolian
economic history. Since then, economic growth has not been very high, but unstable.

Table 3.1. Mongolian GDP growth (Unit: %)

Year Growth Year Growth Year Growth Year Growth rate
rate rate rate

2000 1.1 2005 7.3 2010 6.4 2015 2.4

2001 3.0 2006 8.6 2011 17.3 2016 1.2

2002 47 2007 10.2 2012 12.3 2017 5.3

2003 7.0 2008 8.9 2013 11.6 2018 7.2

2004 10.6 2009 -1.269 2014 7.9 - -

Source: www.data.worldbank.org

During the economic crisis, the inflation rate fell sharply in 2009, and the Central Bank of
Mongolia lowered the official interest rate. As energy prices rise, the inflation rate rises slightly. At
that time, the influence of the fiscal and monetary policies implemented by the Mongolian government
caused the government income and expenditure to become more and more unbalanced, and its debts

increased, resulting in a high inflation rate.

Table 3.2. Inflation rate table of Mongolia. (Unit: %)

Year Growth Year Growth Year Growth Year Growth
rate rate rate rate
2000 8.1 2005 9.5 2010 13.0 2015 1.9
2001 8.0 2006 6.2 2011 8.9 2016 1.3
2002 1.6 2007 17.8 2012 14.0 2017 6.4
2003 4.7 2008 22.1 2013 12.5 2018 8.1
2004 11.0 2009 4.2 2014 10.4 - -

Source: www.data.worldbank.org
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3.2. Influencing factors of the strategy of developed countries.

The international financial crisis that began in the United States in 2007 became a global
financial crisis. Since then, the world political and economic system has changed. The economic
development of Japan, United States, Europe countries and other developed countries has gradually
declined. Weak economic and investment deficits, production and technology stagnation, high
unemployment and high government debt have led to a slowdown in global economic growth and
economic growth. The economic crisis has reached its lowest point and has stabilized. But Asia Asian
countries are overcoming the crisis relatively steadily. Due to continued currency expansion and
strong fiscal expansion, the Chinese economy grew by 7.9% in the first quarter of 2009. External
economic shocks led to a decline in the current account balance, but in the second half of 2009, due to
the development of the Chinese economy, Mongolia’s balance of payments situation has improved.
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Fig. 3.1. Proportion of GDP of the United States, Japan, China and Mongolia in the total world GDP (%)
Source: www.data.worldbank.org

During the world financial crisis, it brought about major changes in the world economic system.
Practice has proved that developed economies, led by the United States and Japan, are severely impacted
and affected by factors such as the lack of investment opportunities, the stagnation of the evolution of the
industrial technology system, the high unemployment rate and high government debt. The leading role in
economic growth has been shaken, and the rate of economic growth has continued to decline. However,
due to the combination of their national conditions, developing economies actively promote reform and
opening up measures, strengthen the guiding role of the government, encourage industrial technological
innovation, and continuously deepen the correct selection and implementation of development strategies
such as regional economic cooperation with neighboring countries, making these economies It has
always maintained a relatively high growth rate, continuously optimized its industrial structure,
gradually improved its industrial technology system, greatly contributed to the growth of the world
economy, and has become an important engine for the rapid growth of the world economy.

3.3. Influencing factors of poor regional economic integration conditions.

The economics of China and Mongolia have developed rapidly, but the conditions for regional
economic integration between the two countries are still very poor. Regional economic development in
the border regions and border cities of the two countries is relatively slow. At present, the total
population of Mongolia is insufficient, and the living standard and population growth rate are relatively
slow. In addition, most private industries and populations are gradually shifting from inner cities to the
capital Ulaanbaatar, making the border area a "hollowing out" of population and industries. Therefore,
there is a small population in the border area between Mongolia and China, and most of the current
population is not residents, but passes through the border. In terms of infrastructure, the facilities in the
border area of Mongolia are not perfect, the conditions for attracting domestic and foreign investment at
the ports are inadequate, the transportation infrastructure and logistics infrastructure construction funds
are insufficient, and the maintenance and protection capabilities are weak.

3.4. Influence of cultural factors.

Although economic development is important in any region, it is important not to forget
culture. If the traditional culture cannot be developed, the country’s economy cannot be further
developed. The real foundation of development is the use of manpower and material resources.
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Therefore, the purpose of development must be found in the culture. Although China and Mongolia
have different cultures, and cultural customs are difficult to change. Russian culture and tradition play
an important role in Mongolian cultural education. After Mongolia declared independence, it
established diplomatic relations with the Russia, so most of us in the age of parents had Russian
culture and education. In addition, Mongolia uses scripts from Russia, which means that some of
Mongolian traditions have changed. Since the beginning of the 21st century, the strategies of countries
such as China, South Korea, Japan, the United States and European countries have a certain impact on
the cultural heritage of Mongolia. Therefore, the influence of Chinese culture is showing a declining
trend. Similarly, it can be gradually introduced into Mongolia from the potential of Chinese cultural
development. I think that some cultures have become localized in Mongolia.

3.5. Influence of lack of the human resource.

The main reason for Mongolian slowdown in development not only in the economy but also is
under population and uneven population distribution. Mongolian population reached 3.23 million (as
of 2018), about 50% of the population is working age, but the unemployment rate is relatively high.
Animal husbandry is an important part of Mongolian industrial structure, and most of the population
living in rural areas engaged in animal husbandry. Study abroad and work conditions are very
common. The most important issue is to rapidly increase the population in a relatively short period of
time, rather than being able to train businessmen with economic talent, talent and social
responsiveness. Therefore, the government needs to expand the coverage of population growth
policies. Within the framework of the Mongolian government's population growth policy, the more
births, the more subsidies are provided, and each child is given money every month. On the contrary,
China has a large population, a large market, advanced technology, and a world leading level of
industrialization.

Table 3.3. Employment Structure and Unemployment Rate of Mongolian Population from
2000 to 2018 (Unit: Thousand person, %)

Year | Employed Proportion of Proportion of Proportion of Unemployment
population agricultural industrial service industry rate
employees employees employees
2000 | 808.99 48.64 14.14 37.22 6.07
2001 832.3 48.35 13.66 37.99 5.97
2002 870.8 44.94 14.32 40.74 6.20
2003 926.5 46.69 11.92 41.38 6.80
2004 950.5 40.16 16.14 43.70 7.28
2005 968.3 39.88 16.81 43.30 7.60
2006 | 1009.9 28.76 17.34 43.89 7.03
2007 | 1024.0 41.58 13.68 44.74 7.20
2008 1041.7 40.59 15.22 44,18 5.57
2009 | 1006.3 40.01 14.94 45.05 5.86
2010 | 1033.7 33.53 16.24 50.24 6.55
2011 | 1037.7 33.03 17.34 49.63 4.77
2012 | 1056.4 35.02 18.17 46.81 3.91
2013 | 1103.6 29.81 20.42 49.76 4.23
2014 | 1110.7 27.97 20.72 51.30 4.80
2015 | 1151.2 28.45 20.29 51.26 4.86
2016 | 11478 30.36 18.99 50.65 7.23
2017 | 1238.3 28.72 19.22 51.99 6.36
2018 | 1253.0 28.61 19.08 52.20 6.32

Source: www.data.worldbank.org

As can be seen from Table 3.3, most people in Mongolia are employed in the service industry,
while Mongolian industrialization level is low, and the annual unemployment rate is more than 4.0%.
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3.6. Influence of urbanization factors.

Urbanization affects regional development and regional economic cooperation. Urbanization is
likely to represent the population of a country or region. In 1996, the urban population's share of the
Mongolian population was 52%, increased to 57.13% in 2000, and increased to 67.8 in 2018. About 48%
of the population lives in Ulaanbaatar, only 3% of the country’s territory, and it is expected to grow to
54.7% by 2030. Large companies are centrated in cities. Factors that affect population entry into cities
include government, social and service centers and support for active economic activities, social welfare
services, good infrastructure development, high-quality job opportunities, and rapid health care.
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Fig. 3.2. Situation map of urbanization rate in China and Mongolia (%)
Source: www.data.worldbank.org

Mongolia is increasingly emigrating, but the government has been implementing policies for
rural areas, including west, east, gobi, central and khangai regional centers. In recent, Increasing
population of Ulaanbaatar, Darkhan and Orkhon city. China urbanization is characterized by a high
centration of economic activities in cities that are closely related to the international market and rapid
growth. Most of the population is concentrated in Beijing and Shanghai.

3.7. Influence of economic factors.

In last 40 years of China reform and opening up, the economy has kept the economic rate at
9.5%, and the economy is not short of crisis. The Organization for Economic Cooperation and
Development (OECD) pointed out that the Chinese economy is becoming balanced. Through the
development of the “Belt and Road” initiative, provinces in western China are open to the door, and
these provinces are likely to become new drivers of the Chinese economy. From 2000 to 2017, China
has reached 35% of the world total output. At present, China has become the largest export market of
33 countries and the largest importer of 65 countries.
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Fig. 3.3. China GDP and growth rate (million USD, %)
Source of information: www.data.worldbank.com

32 4(31), September 2020 RS Global



International Journal of Innovative Technologies in Economy ISSN 2412-8368

In recent, China economic growth has slowed, but the growth rate has maintained leading
position in the world. With the growth of major economic indicators, economic growth shows signs
of moderate and high growth. National income has grown steadily. Income is the source of people's
livelihood and consumption. In some years, China national income growth rate has exceeded GDP
growth.
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Fig. 3.4. China per capita national income growth (million USD)
Source: www.data.worldbank.com

Since the democratic revolution in 1990, Mongolia has transformed into a new political
system, entered the stock market and gradually resumed its economic growth. In 1996, the level of
economic growth reached 2.1%, which was the first positive growth after the transformation of the
new political system. Economic growth is unstable, and in some years is below GDP growth. After the
world economic crisis, China's manufacturing output will reverse, and there will be a trend to create
favorable conditions for my country. However, at that time Mongolian trade deficit narrowed and
imports contracted faster than exports. The main reason for the decline in exports is changes in prices.
At present, large-scale foreign direct investment in the mining industry is expected to continue to
grow, and the Mongolian economy is expected to grow by an average of 7-8% by 2020-2021.
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Fig. 3.5. Situation of Mongolia’s GDP and GDP growth rate (million USD, %)
Source: Mongolian Statistical Yearbook (2000-2018)

At that time, Mongolian economy was revived, but the income was low and the standard of
living was low.

RS Global 4(31), September 2020 33



International Journal of Innovative Technologies in Economy ISSN 2412-8368

Mongolian per capita income

0,500

0,400

0,300

0,200
0,100 ‘M

0,000

2000200120022003200420052006200720082009201020112012201320142015201620172018

Fig. 3.6. Mongolian per capita income growth trend (USD)
Source: Compiled by the Mongolian Statistical Yearbook (2000-2018)

3.8. Influence of structural complementarity factors.

The development of regional economic integration in East Asia and the development of China
and Mongolia regional economy, the economic structure of China and Mongolia also been
continuously improved. In terms of commaodity trade structure, most of the imported commodities to
Mongolia are mainly low value-added grain, oil, food, chemical products, textiles, sugar, machinery
and transportation equipment, capital and technical products. The Mongolian exports to China mainly
primary products, and more than 90% of mineral products are exported to China.

4. An empirical analysis of the influencing factors of China Mongolia regional economic
cooperation.

4.1. Index system of influencing factors of China Mongolia regional economic cooperation

Table 4.1. Index system of influencing factors of China Mongolia regional economic

cooperation
Dimension Selection of indicators and measurement units

Take the total import and export trade of the two countries as the measurement
indicator, expressed by Tij, unit: million USD
Economic scale | Measure the economic scale in terms of GDP, expressed in G, unit: USD
The level of Measure the economic development level of the two countries in terms of GDP
economic per capita, denoted by D, unit: USD / person
development

Bilateral trade

The ratio of direct investment to its GDP is used to comprehensively reflect the
degree of openness to the outside world, denoted by K, unit: %
The population size is measured by the total population, denoted by P, unit:

Openness

Population size

person
Urbanization The urbanization level is measured by the proportion of urban population to the
level total of people in the country, which is denoted by U, unit: %

The export trade is measured by the total export trade of a country, expressed in
Export trade P

Eij, unit: million USD
Import trade The import trade is measured by the total import trade of a country, expressed by

lij, unit: million USD

4.2. Data source.

The data in this article is derived from the original data of the relevant statistical yearbooks
such as “China Statistical Yearbook” and “Mongolia Statistical Yearbook” (2000-2018), World Bank
database. Bilateral trade data, GDP of the two countries, GDP per capita, population of the two
countries, and direct investment are obtained from the World Bank database
(http://data.worldbank.org).

4.3. Pearson correlation analysis results.

According to the analysis, SPSS 25.0 statistical analysis software is used to perform
correlation analysis on panel data of relevant factors, and the results are shown in Table 4.2.
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Table 4.2. Correlation analysis results of influencing factors of China Mongolia regional
economic cooperation

Ti G D K P U lij Ej
Tij Pearson Correlation 1| 414" .297 .205| -5917| .818™ 694 | .905™
Sig. (2-tailed) .010 .070 217 .000 .000 .000 .000
N 38 38 38 38 38 38 38 38
G Pearson Correlation 414™ 1 277 -250| .812™| -.574" .193| -.658™
Sig. (2-tailed) .010 .092 .130 .000 .000 .246 .000
N 38 38 38 38 38 38 38 38
D Pearson Correlation 297 277 1 179 .354" .156 6727  -.007
Sig. (2-tailed) .070 .092 281 .029 .350 .000 .968
N 38 38 38 38 38 38 38 38
K Pearson Correlation 205 -.250 179 1 -.083 .285 .202 51
Sig. (2-tailed) 217 130 .281 .619 .083 .225 .366
N 38 38 38 38 38 38 38 38
P Pearson Correlation -591"| .812™ 354" -.083 1| -.807" 124 -.851™
Sig. (2-tailed) .000 .000 .029 .619 .000 .459 .000
N 38 38 38 38 38 38 38 38
U Pearson Correlation .818™| -574™ .156 .285| -.807" 1 3447 872"
Sig. (2-tailed) .000 .000 .350 .083 .000 .034 .000
N 38 38 38 38 38 38 38 38
lj Pearson Correlation .694™ 193] .672™ .202 124 3447 1] .322"
Sig. (2-tailed) .000 246 .000 .225 459 .034 .049
N 38 38 38 38 38 38 38 38
Eij  |Pearson Correlation .905™| -.658"| -.007 151 -851"| .872™ 322" 1
Sig. (2-tailed) .000 .000 .968 .366 .000 .000 .049
N 38 38 38 38 38 38 38 38
**_Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed).

The correlation analysis results shown in Table 4.2, the following conclusions:

1. From the empirical analysis results, there is a positive correlation between the scale of China
Mongolia economy and the scale of bilateral trade. At a significance level of 0.01%, the correlation
coefficient is 0.414**. The correlation coefficient has a significant effect on promoting trade between the
two countries. As the economies of both countries grow larger, the role of promoting China Mongolia
regional economic cooperation will increase. It can be said that for every percentage point increase in the
GDP of the two countries, the total bilateral trade flow increased by 0.414%.

2. There is a positive correlation between the economic development level of China Mongolia
and the scale of bilateral trade. This means that the level of economic development has a positive
effect on the scale of bilateral trade. For every percentage point increase in GDP per capita, the total
volume of bilateral trade increases by 0.297%. Judging from the actual situation, developed and
developing countries have a high level of economic development, relatively close trade exchanges,
very close regional economic cooperation. But, the low level of economic development among
developing countries is not large, so bilateral trade is inactive, regional economic cooperation is not
close, and it is always in the initial stage of regional economic cooperation.

3. There is a positive correlation between the degree of opening up of China and Mongolia and
the scale of bilateral trade, with a correlation coefficient is 0.205. This relationship number indicates
that the bilateral trade is not close enough to some extent, not only is the regional economic
cooperation between China and Mongolia not close enough. For China, although it has been
implementing the policy of opening to the outside world since its opening in 1978, compared with
other developed county, it has a lower degree of opening to the outside world and has a lower ability
to absorb foreign capital. For Mongolia, since the 1990’s democratic revolution open policies have
been adopted since then. The reason is that due to the instability of the political system and the
repetition of policies, the effects of the open policies of China and Mongolia have not fully reflected.

4. There is a negative correlation between the population of China and Mongolia and bilateral
trade at a significance level of 0.01. Because it is population growth that deepens the domestic division
of labor, the low per capita income levels of countries and regions with large populations are
significant, which reduces consumption capacity and leads to a reduction in import demand for foreign
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trading partners. On the other hand, a country with a large population obviously has a larger market
size than a sparsely populated country, so the corresponding market demand is greater. From this
situation, this effect may be significant for countries with small populations.

5. There is only a strong positive correlation between the level of urbanization and the scale of
bilateral trade at a significance level of 0.01. From the municipal analysis, there is a positive
correlation between the level of urbanization and total exports, and there is a correlation between the
rate of urbanization and total imports. Therefore, there is a strong correlation between the scale of
bilateral trade and the level of urbanization.

6. There is a significant positive correlation between the scale of bilateral trade and the volume
of imports and exports. As the economies of the two countries continue to expand, the volume of
imports and exports to the two countries continues to increase, while the scale of bilateral trade
expands. As Mongolia’s increased export diversification reflects the expansion of the economy,
potential import demand or potential consumer demand increase. Therefore, increasing export
diversification and the flexibility of China Mongolia economic and trade cooperation mechanism have
a certain role in promoting the expansion of bilateral trade.

Conclusions. Although China Mongolia regional economic cooperation always has been a
state of non-stability in the region, and the two countries have also faced stagnation in the process of
cooperation development, it is still necessary to see the benefits that such cooperation can bring to the
two countries. Because of this, the efforts of the two countries from top to bottom are needed. The
cooperation between China and Mongolia in various fields such as politics, economy, trade, culture,
education and environmental protection has also entered a stage of steady development. Through an
empirical analysis of the impact of China Mongolia regional economic cooperation, it can be seen that
the bilateral trade scale between the two countries and the China Mongolian economic scale are
positively correlated at a significance level of 0.01, the bilateral trade scale between the two countries
and the China Mongolia economic development level, there is a positive correlation between the
volume of imports and exports and the degree of opening to the outside world, and there is a negative
correlation between the scale of population and bilateral trade at a significance level of 0.01. There is a
strong positive correlation between the scale of bilateral trade between the two countries and the level
of urbanization at a significance level of 0.01. This result shows that some factors have played a
positive role in China Mongolia regional economic cooperation, and some have played a negative role.

As the second largest economy in the world, China has led the progress of bilateral
cooperation in the development of regional economic cooperation between China and Mongolia, and
played a key role in promoting China Mongolia cooperation. However, Mongolian lack of population,
policy repetitiveness and instability, technological system evolutionary stagnation, economic growth
instability, and vigilance against China have, to some extent, directly or indirectly restricted the
relationship between China and Mongolia Regional economic cooperation and development.
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1. Introduction.

Mongolia is one of the earliest countries to agree China's independence. The two countries
have never stopped cultural, economic and trade cooperation since ancient. As the trend of
globalization continues to deepen, China Mongolia political relation getting closer and the economic
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trade cooperation between the two countries has increasingly played an important role in the security
and economic prosperity of Mongolia's periphery. With the proposal of the “Belt and Road” initiative
and the continuous deepening of regional economic integration, the level of economic trade
cooperation between the two countries has been continuously improved, especially the construction of
the China Mongolia Russia economic corridor, which has ushered in greater development of China
Mongolia economic, trade cooperation. There are currently have 152 contracts, including the 2014
“Mongolia and China Medium Term Plan for the Development of Economic and Trade Cooperation”.
Its goal is to deepen the principle of equality and mutual benefit based on good neighborly friendship
and mutual trust between China and Mongolia, and to deepen bilateral and multilateral trade on the
basis of favorable conditions for cooperation. The plan will implement between 2014 and 2044 year,
and the set goal of reaching a trade volume of 10 billion USD between China and Mongolia by 2020 is
expected to be achieved as scheduled. In order to achieve this, Mongolia is trying to diversify its
economy, hoping to increase the import of agricultural products and exports of mineral products, so
that it tends to no longer rely on the needs of China related industries. Over the past 20 years, China
Mongolia trade volume has been on the rise. In 2019, China and Mongolia trade volume exceeded
8.85 bhillion USD, accounting for 64.3% of Mongolian foreign trade. In today's international
environment, the prospects for trade development between the two countries are very broad.

2. China Mongolia Economic and Trade Cooperation.

Mongolian foreign trade has become an important part of its social and economic development
and has expanded. China Mongolian cooperation without borders and political disputes is not always good,
but so far, cooperation has been maintained. Since the establishment of diplomatic relations between
China and Mongolia, the cooperation between the two countries has experienced many twists and turns.

At the beginning of the establishment of diplomatic relations, Chinese Prime Minister Zhou En
Lai and Mongolian Prime Minister Yu.Tsedenbal began the China Mongolian friendship after their first
mutual visit. Mongolia has been holding economic and trade cooperation with the Russia from 1930s to
1950s. After the World Second War, the political, economic, and trade situation on the international
stage changed, and Mongolia was able to establish relations with other countries. In 1956, established
economic and trade cooperation with European countries. Since 1960, has traded with Switzerland,
Japan, Britain, France, Australia and other countries. Although economic, trade cooperation has
improved in the early 1950s, due to the influence of Russia, relations between the two countries have
deteriorated, leading to a cold period for China Mongolia economic and trade cooperation.

In 1956, China and Mongolia established a truly cooperative relationship. Since then, China
Mongolia economic, trade cooperation has been advancing continuously through twists and turns, and
has now attracted the attention of the world. Through the development of China Mongolian friendly
relations, two countries trade volume reached 24.6 million rubles, between 1952 and 1961, nearly 67%
of the total trade in 1951. When the trade volume between China and Mongolia was converted into
USD, it increased from 750,000 USD to 49.94 million USD, of which China's exports were 41 billion
USD. In terms of trade structure, primary products and consumer goods are the main products. The
products imported from China are mainly food, silk and tobacco, construction materials, trucks,
industrial equipment and pharmaceuticals. The products exported to China are mainly for livestock
products, cashmere products, animal and plant medicines and wood. From 1966 to 1971, Mongolia
continued its efforts to normalize relations with China. In the future, Mongolia will seek friendly
cooperation and good neighbour relations with China. Since the 1960s, the deterioration of China
Russia relations has a profound impact on China Mongolian relations, and economic, trade relations
have declined sharply. In 1962, China provided 26.85 million USD to Mongolia, which dropped to 7.9
million USD in 1963, and the trade volume between the two countries dropped to 350,000 USD in
1967. The trade volume between China and Mongolia has gradually increased since 1969, fluctuating
4-5 million USD between 1973 and 1975, and surpassed 4.5 million USD since 1982. In the early
1990s, Mongolian mission was to build a democratic society and human rights and freedoms. Large
countries such as the United States and Japan were the key factors in Mongolian domestic and foreign
policy. The expansion of cooperation between the United States and Japan under the “Third Country”
policy has led to changes in the volume of trade with China.

At the beginning of the transition period, Mongolian foreign trade volume fell, and by 1991,
the trade volume reached 7 million USD, a steady increase compared with the mid 1990’s. The scale
of China Mongolian trade was only 1.414 billion USD in 2007, but since 2010, Mongolia has been
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committed to reforming its mining industry and improving the investment environment. With the
implementation of this policy, the economy has recovered and trade between China and Mongolia has
risen again. With the decline in the prices of mining products in the world market, from 2012 to 2013,
Mongolian total foreign trade and China Mongolia trade both declined. But, as China and Mongolia
actively promote and coordinate the integration of the “Belt and Road” and “Steppe Silk Road”
initiative, China Mongolia trade has reached a new level. In 2018, Mongolia traded with 159 countries
and regions, and the total trade volume reached 12.9 billion USD, an increase of 22.3% over the
previous year. Among them, total exports were 7 billion USD, and total imports were 5.9 billion USD,
an increase of 13.1% over the previous year. For exports, it increased from 267 million USD in 2000
to 6.51 billion USD in 2018, and imports increased from 610 million USD to 1.96 billion USD,
accounting for Mongolian foreign trade growth to 7% and 65.4%. In terms of trade structure, China
exports to Mongolia are mainly gasoline, clothing, textiles, industrial and mining equipment, electrical
appliances, construction materials and consumer goods. Mongolian exports to China are mainly more
than 20 products such as leather, animal and plant medicines, wood, scrap metal, coal and iron ore. As
China economy continues to develop, the demand for trees, coal, and energy is also growing, and it
can no longer meet the demand for domestic resource supply. However, Mongolia is rich in minerals
and raw materials, and the trade between China and Mongolia is very active. Therefore, Mongolia can
provide China with mineral resources. China and Mongolia have less overlap in export product
structure and market. This shows that the export trade competition between China and Mongolia is
weak, and the product structure has unparalleled complementary advantages.

Loans and grants are a means of cooperation between China and Mongolia. China Mongolia
economic and technical assistance negotiations were established in 1956. From 1956 to 1959, China
provided a grant of 160 million rubles to Mongolia and negotiated the construction of 18 buildings.
Chinese Premier Zhou En Lai visit to Mongolia in May 1960, signed the “Friendship and Mutual
Assistance contract” and decided to provide Mongolia with a loan of 200 million rubles. The loan is
used to construct buildings, roads, bridges, factories, enterprises and social and cultural places. China
has once again provided assistance and special loans to the development of Mongolia to strengthen its
friendly relations. In return, the Mongolian government sent 20,000 horses, 26,000 tons beef and
mutton, flour, wheat and other things to China. At the same time, China granted a loan of 100 million
rubles to Mongolia and negotiated the construction of six buildings from 1959 to 1964. At that time,
more than 10,000 Chinese were employed in Mongolia. Since the establishment of diplomatic
relations between China and Mongolia, the first ten years have served the interests of the peoples of
China and Mongolia and the peace and security of Asia and the world. In 1996, when the Mongolian
Prime Minister P. Jasrai was visited to China, the Chinese government provided 20 million yuan in
grants to Mongolia, and provided a total of 180 million yuan loan in interest free between 1991 and
1998. These are all aimed at overcoming Mongolian transitional challenges, restoring the economy,
and improving people’s living standards and construction.

As China's opening to the outside world continues to increase, direct investment in Mongolia
has continued to rise, especially since 1998, China’s investment in Mongolia has entered a new stage.
Since Mongolian transition from a centrally planned economy to a market economy in 1993, the
“Foreign Investment Law” was revised in 2008, laying the foundation for attracting foreign direct
investors. According to the Ministry of Foreign Investment, direct investment in Mongolia from 1980
to 2004 was 1.2 billion USD, from 2005 to 2009 was 1.572 billion USD, and in 2012 alone it reached
320 million USD. This shows how fast investment flowing into Mongolia is growing. In addition,
since 1990, mining alone has accounted for more than 60% of total foreign direct investment. Due to
large scale mining projects, the flow of foreign direct investment is expected to increase in the future.
With the deepening of China Mongolia economic cooperation, the investment fields of the two
countries have expanded year by year, and the total investment has also slowly increased. Since 1998,
China has been the largest investor in Mongolia. In recent, enterprises in 79 countries and regions such
as China, Russia, Japan, the United States, and Luxembourg have made direct investments in
Mongolia, and investment projects have also continued to expand.
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Table 1. Statistics of China's direct investment in Mongolia (Unit: Million USD)

Year Chinese Mongolia's Year Chinese Mongolia's
investment in investment in China investment in investment in
Mongolia Mongolia China
2001 47.3 12.0 2010 521.3 12.0
2002 135.3 18.0 2011 1100.0 0.0
2003 46.9 15.0 2012 3200.0 25.0
2004 112.6 134.0 2013 3500.0 207.0
2005 235.8 322.0 2014 800.0 322.0
2006 227.9 94.0 2015 2300.0 289.0
2007 172.0 141.0 2016 2400.0 218.0
2008 339.6 231.0 2017 4100.0 232.0
2009 497.8 325.0 2018 3900.0 115.0

Source: Data report of China Statistics Bureau and Mongolia Statistics Bureau from 2001 to 2018

It can be seen from Table 1 that China's investment in Mongolia decreased significantly in
2014 due to the revision of the Mongolian investment law, that is, the increase in the investment
threshold and the reduction in profit space. On the contrary, Mongolia’s relatively small investment in
China means that the gap between the economic level of China and Mongolia and Mongolia’s
investment capacity are weak.

3. Opportunities of “Belt and Road” Initiative to China Mongolia Trade Cooperation

The “Belt and Road” initiative proposed by Chinese President Xi Jin Ping in 2013 is an
ambitious concept in China’s historical development process, and a grand strategy for China opening
to the outside world under the new situation. Mongolia is an important participant in the northern part
of the “Belt and Road” and a good neighbor of China. Since the proposal of the “Belt and Road”
initiative, high level interaction between China and Mongolia has become more frequent, and
pragmatic cooperation between the two countries has been closer. President Xi Jin Ping and Prime
Minister Li Ke Qiang visited Mongolia, Mongolian leaders visited China and to attend important
international conferences. China and Mongolia have reached a series of important consensuses in the
economic, trade field, which has vigorously promoted the development of China Mongolia economic
and trade cooperation to a wider field and deeper levels. So far, 150 countries and international
organizations are have signed cooperation coordination, and the documents of important international
mechanisms such as the United Nations, the Group of 20, and Asia Pacific Economic Cooperation
have embodied the concept of cooperation. As the number of countries joining the initiative increases,
aspirations are being put into practice and ideas are being realized. According to preliminary estimates,
800 billion USD will be invested in 900 projects in 64 countries. Since 2016, the implementation
phase has begun, and infrastructure work is ongoing, reaching consensus with countries along the
route. In 2024, will be formed first step of integration, and countries along the route will establish a
high standard free trade zone network. The strategic route to the Baltic Sea, Mediterranean Sea and
Indian Ocean will be to enter safely. In 2049, a comprehensive alliance of interests, responsibilities
and fate were established, and the “five links” has been basically implemented. Through the “five
links” or policy communication, facility connectivity, trade application, capital, finance, and people's
hearts, created a new trend to be systematic, networked, and people-oriented.

China and Mongolia have reached an important consensus on the “Belt and Road” and
“Steppe Silk Road” initiatives, and 32 projects will be implemented in Mongolia. The “Belt and Road”
and the “Steppe Silk Road” initiative are consistent in concept, content and interests are converging.
After docking, the mutual trust between the two countries will be greatly enhanced, and bilateral
mutually beneficial cooperation will be deepened. The premise of stable development is also an
important measure to further promote the economic corridor. At the same time, the signing of the
“Qutline of China-Mongolia-Russia Economic Corridor Planning” also marked the official launch of
the first regional economic corridor under the “Belt and Road” initiative. The integration of the “Belt
and Road” and “Steppe Silk Road” initiatives have helped deepening China Mongolia economic, trade
cooperation. China is Mongolian largest trading partner. According to the statistics of Mongolia, from
2013 to 2018, total foreign trade was 61.82 billion USD, and China Mongolian total trade was 34
billion USD, accounting for 55.1%. This initiative promotes the implementation of major cooperation
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projects between China and Mongolia. As of 2018, China's direct investment in Mongolia exceeded
3.9 billion USD accounting for about 30% of Mongolian total foreign investment.

Wang Yi, Permanent Secretary of the State Council of China and Minister of Foreign
Affairs, visited Mongolia in 2018 to strengthen China Mongolia comprehensive strategic partnership,
deepen mutually beneficial cooperation, and advance cooperation agreements. According to
Minister Wang Yi’s speech at a press conference, “The further development of the Belt and Road
Initiative is to accelerate the infrastructure construction of Mongolia; second, to remove obstacles
that hinder the development of the country, improve living standards and everyone can benefit from
the initiative; third, cooperate with Mongolia to build the “Green Silk Road” in the field of
environmental protection; fourth, make full use of Mongolian resource advantages and help improve
the sustainable development of the supplying country”. With the continuous deepening of
cooperation within the framework of the “Belt and Road” initiative, the China Mongolia Cross
Border Economic Cooperation Zone, China Mongolia negotiations on free trade agreements have
been actively promoted, and Mongolia has become a member of APEC with the support of China.
China has completed a contracted engineering business of approximately 9 billion USD in Mongolia
and implemented projects such as bridges, roads, municipalities, factories and mines. Among them,
projects such as Tumurtei Zinc Mine, Cement Plant, Amgalan Thermal Power Plant, Baganuur
Power Plant have become successful models in the fields of mineral development and production
capacity cooperation. China actively supports the development of Oyutolgoi Copper Mine has
provided strong support in energy supply and project development. The two sides have cooperated
closely in the development of the Tavantolgoi Coal Deposit. Chinese companies have accumulated
direct investment and contracted project, it has created nearly 100,000 jobs for the local area and
paid nearly 2 billion USD in taxes and fees.

The “Belt and Road” initiative promotes the implemention of aid to Mongolia and loans. Since
the proposal of the “Belt and Road” initiative, China has increased its efforts to provide Mongolia’s
free assistance and preferential export buyer’s credit, implemented important projects that have
contributed to local social and economic development, and constructed the country’s first expressway,
the first cross-region high-voltage power transmission and transformation line, two overpasses
crossing railroad crossings, reinforced two concrete bridges across the Tuul River and multiple
interprovincial highways; help Mongolia build a backbone communications network and education
and electronic medical network covering Mongolia; Implemented projects such as schools, shantytown
housing renovation, disabled children development center, 1008 sets of housing and so on.

The “Belt and Road” initiative has helped China Mongolia financial cooperation achieve
major breakthroughs. In September 2017, Bank of China, Industrial and Commercial Bank of China
were successively setup representative offices in Mongolia to provide convenient financial platform
support for pragmatic cooperation between the two countries; the China Development Bank, the
Export Import Bank of China and major state owned commercial banks have accumulated loans in
Mongolia more than 10 billion yuan, which has effectively promoted enterprise development and
project construction; the scale of bilateral local currency swaps between China and Mongolian central
bank has expanded to 15 billion yuan become the main settlement currency of China and Mongolia;
the comprehensive use of financial means such as financing has established a funding bridge for
bilateral economic and trade cooperation.

The “Belt and Road” initiative has boosted China Mongolia humanitarian exchanges and
cooperation. From 2013 to 2018, China's human resources training for Mongolia increased. In 2016,
it completed the five year training target for 1,000 people in Mongolia announced by President Xi
Jin Ping during his visit to Mongolia in 2014. China supports Mongolian citizens to study, travel,
doing business and receive medical treatment. 250 journalists visited China and will translate 25
Chinese movies. In 2015, 382 people from 58 teams from Mongolia’s agriculture, hospitals, sports,
food safety, hydrology and meteorology, radio and television, information, trade, ecology, finance
and technology received vocational training in China. This has strengthened the understanding and
friendship between the two countries. Compared with developed countries such as Europe, the
implemention of the “Belt and Road” initiative is a development gap. As Asian countries are in the
process of economic transformation and transition, they are adapting to environmental changes and
ensuring sustainable economic development. China Mongolia cooperation faces the problems of
Mongolian infrastructure, constantly changing government members, unstable public policies, and
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poor investment conditions. China's “Belt and Road” and Mongolia's “Steppe Silk Road” initiative
benefit the people of both countries.

China and Mongolia are important neighbors. After years of development in friendly relations
and pragmatic cooperation, a solid foundation has been laid. The two countries have extensive
cooperation space in the fields of mineral resources development, infrastructure construction and
financial cooperation. The “Belt and Road” initiative strengthens political mutual trust, draws closer to
the bond of interests, deepens the connection with the “Steppe Silk Road”, gives full play to the role of
major projects in pragmatic cooperation between the two countries, and to construct new
breakthroughs have been made in the negotiation of trade agreements and the establishment of
operating by Mongolian financial institutions in Mongolia, which has continuously pushed China-
Mongolia economic and trade cooperation to a new level.

4. An Empirical Analysis of China Mongolian Economic and Trade Cooperation

1) Given data and interpretation

TRADE - Total trade flow between Mongolia and partner countries. The unit is millions USD.
The variable GDP- measures the scale of the economy in terms of gross domestic product and
represents the gross domestic product of Mongolia and its partners in millions USD. The variable
POP- represents the population of Mongolia and partner countries at the end of the year, in millions
person. The variable ULEVEL- indicates the level of urbanization in Mongolia and partner countries,
unit is %. The variable FDI- represents the amount of direct investment in Mongolia and partner
countries in millions USD. The variable INF- indicates the inflation level of Mongolia and partner
countries. The variable DIST- represents the distance from Ulaanbaatar to the capital of the trading
partner country in thousands of square kilometers. The variable DUMMY?2 is a dummy variable
indicating whether this trading partner country is a member of the World Trade Organization. If it is a
member state, the value is 1, not a member state, the value is 0. DUMMY1 is a dummy variable that
indicates whether Mongolia and partner countries are neighboring countries. If neighboring countries,
the value is 1, if they are not neighboring countries, the value is 0.

2) Data source

Relevant data of China and Mongolia are from “Statistical Data Report of the General
Administration of Taxation”, “Mongolian Statistical Yearbook™ and “China Statistical Yearbook”
(2000-2018), “Mongolia's Foreign Trade Blue Book” (2017), World Bank database. The original data
of relevant statistical yearbooks are selected. Data from other countries are selected from the World
Bank database. DIST related data was obtained from the website (http://timeanddate.com).

Data related to GDP, INF and FDI are obtained from the World Bank database
(http://data.worldbank.org).

Use the gravity model to write the equation for foreign trade total flow:

Ln(TRADEi,—t)=Bl+ Bg * Ln(GDPij) + [33* Ln (POPU—) + [34* Ln (ULEVELij) + [35* Ln (FD|ij) +
+Bs* Ln (INFj) +B7* Ln (DISTy) + Bs* (DUMMY1;) + Bo* Ln (DUMMY2;) +5; (1)

In the equation, TRADE;;: represents the total trade volume of countries i and j at time t, GDP;;
represents the GDP of countries i and j at time t, POPj; represents the total population of countries i
and j at time t, and ULEVEL;; represents the countries i and j at urbanization level at time t, FDI;;
represents the total direct investment of countries i and j at time t, INF;; represents the inflation level of
countries i and j at time t, DIST;; represents the distance between countries i and j, and DUMMY1;
and DUMMY 2;; represent countries i and j, respectively whether neighboring countries and member
countries of the International Trade Organization. t represents the time between 2000-2018 year, 1
represents the model constant, and &;j is the random error. Using Mongolia, China, Russia, North
Korea, Japan, the United States, Germany, Canada, Kazakhstan, Italy, France, Singapore and other 20
countries and regions, 2000-2018 relevant foreign trade 380 panel data, through the trade gravity
model, the calculation Factors in China Mongolian economic and trade cooperation. The standard
gravity model is as follows:
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Table 2. Standard Trade Gravity Model Structure

Source SS daf MS Number of obs = 380
F (3, 376) = 2375.45

Model 167.244593 3 55.7481978 Prob > F = 0.0000
Residual 8.82416138 376 .023468514 R-squared = 0.9499
Adj R-squared = 0.9495

Total 176.068755 379 .464561358 Root MSE = .15319
Trade Coef. Std. Err. t P>|t| [95% Conf. Interval]
Export .3997378 .0286596 13.95 0.000 .3433846 .4560909
Import .5828089 .0279034 20.89 0.000 .5279427 .6376752
Dist -.0068412 .0098738 -0.69 0.489 -.026256 .0125736
_cons .4133225 .0552081 7.49 0.000 .3047672 .5218778

Ln(TRADE) = 0.413 + 0.399 * In(EXPORT) + 0.582 * In(IMPORT) — 0.006 * In(DIST) (2)

The Stata 14 program was used to run the standard gravity model estimation. The results can
be explained as follows:
1. Mongolian exports are positively correlated with trade flows. For every percentage point
increase in exports, trade flows will increase by 0.399%.
2. The partner country's exports are positively related to Mongolia's trade flows. For every 1
percentage point increase in imports, trade flows will increase by 0.582%.
3. The distance between Mongolia and partner countries is inversely related to trade flows. If

the distance increases by 1 percentage point, the trade flow will increase by 0.006%.

In order to conduct in-depth research and determine the relationship between Mongolian
foreign trade and economic scale of partner countries, the linear fitting of 2000-2018 panel data of
Mongolia and 20 partner countries is mainly made through STATA 14 (see Figure 1). From the graph,
GDP is positively correlated with foreign trade flows.
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Fig.1. Scatterplot of the relationship between GDP and trade flow

Descriptive statistics of the main variables are shown in Table 3.
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Table 3. Descriptive statistics of main variables

Variable Obs Mean Std. Dev. Min Max
Country 380 10.5 5.773884 1 20
Trade 380 4.745418 .6815874 3.012 6.664
GDP 380 4.757052 .7838523 2.055 6.313
FDI 380 3.315242 .8815875 -3.4 5.46
Pop 380 49.87811 46.38027 2.39 145.9
Inf 380 4.069034 5.867183 -3.68 54.9
Dist 380 3.49245 .8373747 0 4.029
Ulevel 380 73.29321 16.19698 27.61 100
Dummy 1l 380 1 .3003955 0 1
Dummy?2 380 .921052¢6 .2700121 0 1
(3) Empirical analysis and results
Table 4. Model results
Source SS daf MS Number of obs = 380
F(8, 371) = 194.29
Model 142.14121 8 17.7676512 Prob > F = 0.0000
Residual 33.9275452 371 .091448909 R-squared = 0.8073
Adj R-sguared = 0.8031
Total 176.068755 379 .464561358 Root MSE = .30241
Trade Coef. std. Err. t P>t [95% Conf. Interval]
GDP .4497192 .0304991 14.75 0.000 .3897465 .5096919
FDI .0992504 .0195759 5.07 0.000 .0607569 .137744
Pop .0020063 .0006083 3.30 0.001 .0008101 .0032025
Inf -.0173374 .0029732 -5.83 0.000 -.0231838 -.011491
Dist -.0005929 .0215231 -0.03 0.978 -.0429155 .0417296
Ulevel .0063863 .0011441 5.58 0.000 .0041365 .0086361
Dummy 1l .9190977 .0756055 12.16 0.000 .7704287 1.067767
Dummy2 .2515566 .0672041 3.74 0.000 .1194079 .3837053
_cons 1.457908 .1393384 10.46 0.000 1.183916 1.7319

From the above view, the value of the determined coefficient of determination (R-squared) is
high. It can be said that the joint effect of the eight unrelated variables that affect the so-called
correlation coefficient on foreign trade flow is 80.7%. Only when the probability values of all
variables are less than 0.05, it shows that those variables have great influence. China Mongolian
foreign trade gravity model is China Mongolia gross domestic product (GDP), total population (POP),
direct investment (FDI), urbanization level (ULEVEL), whether it is a member of the World Trade
Organization (DUMMY2), whether it is a neighbor (DUMMY1) and other variables are positively
correlated. Inflation level (INF) is negatively correlated with the distance between two countries
(DIST). Using the gravity model formula to calculate the total trade volume between China and
Mongolia in 2020, the calculation process is as follows:

Ln(Trade) = 1.457 + 0.449 * Ln(GDP) + 0.099 * Ln(FDI) + 0.002 * Ln (POP) — 0.017 * Ln(INF) —

—0.0005 * Ln(DIST) + 0.006 * Ln(ULEVEL) +0.919 * DUMMY1 + 0.251 * DUMMY 2 3)
Table 5. China Mongolia trade status and forecast in 2020, 2030 and 2050
Index 2020 year 2030 year 2050 year

Ln(GDP) 21.25 21.59 21.92
Ln(FDI) 7.694 8.393 8.694
Ln(POP) 7.64 7.70 7.73
Ln(INF) 1.32 1.55 1.57

Ln (DIST) 7.06 7.06 7.06
Ln(ULEVEL) 4.13 4.27 4.33
DUMMY1 1 1 1
DUMMY?2 1 1 1

Source: China and Mongolia Statistics Bureau Yearbook Data Report, World Bank Report
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Using the gravity model formula to calculate the total trade volume between China and
Mongolia in 2020, the calculation process is as follows:

Ln(Tradecawm) = 1.457 + 0.449 * 21.25 + 0.099 * 7.694 + 0.002 * 7.64 - 0.017 * 1.32 -
—0.0005 *7.06 + 0.006 * 4.13+0.919* 1+ 0.252 * 1 = 12.9 4)

It is widely used in the field of using gravity model, and it is used in many research fields
abroad. However, many researches don’t mention the inflation and urbanization levels of Mongolia
and partner countries. Therefore, this research refers to the variables of inflation and urbanization in
Mongolia and partner countries. At the same time, the 19 year data of 20 countries and regions that
accounted for high and low in Mongolian foreign trade added 8 variables to the gravity model
equation. The gravity model proves that the GDP, population, urbanization level, inflation level,
distance between the two countries, and whether the two countries are adjacent to each other in the
partner country have a great influence on Mongolian foreign trade. 80.7% of the total trade flow is
determined by the factors listed above, and the rest is determined by other factors. In 2020, total trade
flow Ln(Trade)® = eLn(Trade) = 2.72'2°% = 400561 million USD, and the total trade flow between
China and Mongolia in 2030 and 2050 year may be 514,100 million USD and 573,790 million USD.

Conclusions. China Mongolia economic and trade cooperation faces many challenges, but
there are still many possibilities for development. The two countries have established a comprehensive
strategic partnership and expanded the scope of cooperation by strengthening the connection between
the “Belt and Road” and “Steppe Silk Road” initiative. Prevent risks of economic and trade
cooperation and make cooperation more successful. Therefore, the two countries must mobilize
opportunities according to world development trends and support each other's sustained and healthy
development of bilateral economic and trade cooperation. Both sides are increasing the frequency of
high level visits and actively promoting regional cooperation. At the same time, on the basis of the
“Joint Declaration on the Establishment of a Strategic Partnership between Mongolia and China”,
actively promote the “China Mongolian Economic and Trade Cooperation Medium Term
Development Plan” and establish an intergovernmental economic, trade and scientific cooperation
committee to develop minerals, energy, telecommunications and other mechanisms and infrastructure
construction are key directions for economic and trade cooperation. Strengthen regional cooperation,
develop cities along the “Belt and Road” initiative, establish economic development model cities
between the ports, and develop friendly relations between major cities in China and Mongolia to
deepen mutual understanding between citizens of the two countries, the strategic partnership will be
further developed. The investment and legal environment need to be improved, and infrastructure
needs to be accelerated. Under the comprehensive strategic framework, legislative cooperation needs
to be strengthened. Establish a mutually beneficial mechanism to mutually accept legal and policy
issues. In addition, bilateral economic and trade cooperation also supports the environmental
development system, ensuring reliable and high quality cooperation is a healthy development path for
government cooperation. In the past, investment in the mining and construction industry has also
increased, but necessary to increase investment in wool, cashmere, telecommunications and primary
processing. Judging from the international economic situation and Mongolian economic trends, China
Mongolia cooperation has complementary potential. Mongolia has huge mineral resources, while
China has scientific and technological advantages, but due to lack of resources per capita, the two
sides are cooperating in a complementary way.

This paper used 380 panel data from 20 countries and regions, including China, Mongolia,
Russia, North Korea, Japan, the United States, Germany, Canada, Kazakhstan, and Singapore. The
results of the research indicate that China Mongolia trade is positively related to GDP, total population,
urbanization level, inflation level, neighboring countries and other factors, and the distance between
the two countries is negatively related. At the same time, it is estimated that the total trade flow
between China and Mongolia in 2020, 2030 and 2050 will be 400,561 million USD, 514.1 million
USD and 573,790 million USD respectively.
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1. Introduction. In recent years, some scholars in Mongolia have begun to study the
international competitiveness of transportation service trade from different perspectives. Due to the
current status and challenges of transportation logistics in Mongolian transportation countries, and the fact
that transportation logistics is limited to railways and Zamyn Uud port, Mongolian economic scientists
S. Batkhurel, S. Munkhchimeg and T. Tuvshingerel (2012) was research policies and laws environment,
unified regulations, and the responsible for these issues have suggested that the solution to the problem is
a management issue, not a source of funds and capital. They also emphasized the need to work closely
with an international organization as a landlocked country. Mongolia Post Co., Ltd. explained in a
securities manual (2014) that the price of Mongolian consumer goods is relatively high and fluctuates
largely because of the development of the logistics industry. It also proposed the establishment of a
Mongolian transportation and logistics center in the Zamyn Uud Free Trade Zone. It is possible to provide
logistics services in the direction of Zamyn Uud-Ulaanbaatar, Zamyn Uud-Rural, and Ulaanbaatar-Rural.

The head of the Mongolian Logistics Association A. Munkhbold (2012) was research the
development level of the logistics industry in Mongolia, determined further measures and expected
results, and considered the factors that determine the logistics performance index.

Yo. Manlaibayar (2014), Director of the Railway and Maritime Transport Policy
Implementation and Coordination Bureau of the Ministry of Road and Transportation of Mongolia,
explained the transportation routes through two neighboring countries to Mongolia’s transit corridors
and ports, calculating that Mongolia is not only a railway between two large countries, the main transit
area for transportation, but also an important time-saving place for two neighboring countries.
Professor P.K. Mukherjee (2014) explained in detail the names, formulas, definitions and agreements
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related to transportation logistics between the Mongolian government and the People’s Republic of
China. He emphasized the need to develop strategies and countermeasures aimed to improving
Mongolia's status, proposed alternative options for entering the sea through China, and focused on
infrastructure development. He also emphasized the positive impact of maritime transportation and
marine insurance on the economy and made relevant recommendations.

Mongolian mid-term (2020-2025) sustainable development policy focuses on explaining the
potential of professional organizations responsible for implementing the national policy objectives of
the road sector in order to strengthen the implementation of the road development policy system,
establish an innovative research structure in the sector, and computerize the database. Continuous
operation, non-governmental organizations performing some government functions, establishing a
system for planning roads and road facilities construction that closely cooperates with the sustainable
development concept of Mongolia and population resettlement and industrialization policies.

Taking into account the quality of transportation infrastructure and the high cost of exports,
transportation may limit the development of certain sectors, such as agriculture and tourism. But it was
concluded that transportation is not a factor limiting economic growth. Recently, the road network has
been continuously improved, most of the main roads have been paved, and the economic sectors that
depend on transportation are also evolving. Transportation costs for mining operations may be high,
but it is not important to the country. However, proper transportation issues, such as railway
availability in the mining sector and remote areas, remain a challenge (2016). R. Dagva, Chairman of
the Citizens Representative of the Capital, and Koizumi Taiga (2018), a Mongolian national official of
JICA, discussed the possibility of developing a new city. Through the development of the city, it can
become a transportation and logistics center in Northeast Asia.

Liu Shan (2016) introduced the current status and problems of China's transportation trade in
terms of trade scale, structure, and main objectives. Huang Rong (2017) calculated and compared the
competitiveness indexes of transportation services trade between China and the United States, Japan
and other developed countries, combined with these competitiveness indexes and China's national
conditions, analyzed the causes of transportation services trade competitiveness, and proposed a
number of countermeasures and suggestions. Meng and Li Yuting (2018) found that some of the main
factors affecting China's transportation service exports include cargo trade, transportation capacity
structure, transportation and related production auxiliary industries, and the openness of the domestic
transportation market.

2. Analysis of the current situation of transportation service trade

Mongolia’s economic growth depends on the development of the transportation sector, and its
main business and people are largely dependent on the quality and accessibility of entering the country
and abroad. As a landlocked country, Mongolia relies on neighboring countries for international trade
by sea or rail. Trade facilitation is closely related to the development of transportation routes and the
laws, regulations and systems of trade. Although the need to expand the network in the transportation
sector is becoming more apparent, the ensuing demands for network management and sustainability
are more obvious than ever. As the political and economic dynamics of the 1990s changed, the
transition to political democracy and a market-based economic system put new pressure on the
country’s relatively small transportation network. Although the actual demand for transportation
infrastructure is still very low compared to other Asian countries, the Mongolian economy has
developed rapidly in recent years, mainly driven by mining and traditional animal husbandry.
Insufficient transport infrastructure and services continue to restrict the growth of economic activities
in remote areas such as the western and southern regions.

Driven by the scientific and technological revolution and economic globalization, service trade
has achieved rapid development, the export structure has been accelerated, the scale of commercial
presence is increasing, and the competition in various countries is becoming fiercer. The focus of
global competition is shifting from trade in goods to trade in services. The level of development with
service trade has become one of the important indicators of the country's competitiveness.
Transportation service trade is one of the important components of China's service trade. Since the
reform and opening up, China's transportation service trade has maintained a rapid development trend
for a long time. After China's accession to the WTO, foreign trade has developed rapidly, and China
has become the most important driving force for the development of world shipping. In recent years,
China's total transportation service trade has increased significantly compared with 19 years ago.
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Table 1. Statistics of the Mongolia's transportation service trade import and export from 2000
to 2018 (unit: 100 million USD, %)

Years Sum Growth rate  Export Growth rate  Import Growth rate
2000 0.80 - 0.13 - 0.67 -
2001 0.93 16.3 0.26 20.0 0.67 1.0
2002 0.97 4.3 0.25 -3.85 0.72 10.8
2003 1.08 11.3 0.21 -16.0 0.87 20.8
2004 0.45 -58.3 0.09 -57.1 0.36 -58.7
2005 1.63 38.1 0.47 22.2 1.16 22.3
2006 2.32 42.3 0.83 76.6 1.49 28.5
2007 2.61 12.5 0.14 -83.1 2.47 65.8
2008 1.84 -29.5 0.15 7.2 1.69 -31.8
2009 1.12 -39.1 0.17 13.3 0.95 -43.8
2010 0.45 66.6 0.17 1.0 0.28 -70.5
2011 0.75 45.3 0.19 11.76 0.56 20.0
2012 1.09 20.2 0.18 -5.26 0.91 62.5
2013 1.31 96.2 0.21 16.7 1.10 20.8
2014 6.50 -40.8 0.35 66.7 6.15 59.1
2015 3.85 -40.8 0.17 -51.5 3.68 -40.2
2016 5.06 314 0.70 11.8 4.36 18.5
2017 7.92 56.5 1.70 42.9 6.22 42.7
2018 11.44 44.7 2.48 57.6 8.96 44.1

Source: 2000-2018 Mongolian transportation service trade import and export statistics.

In the recent years, China's total transportation service trade has increased significantly
compared with 19 years ago. However, the ratio of its average growth rate to the total value of service
trade is gradually decreasing. China's total transportation import and export service industry increased
from 14.14 billion USD in 2000 to 150.059 billion USD in 2018. From the overall situation, the
growth rate is not stable, especially from 2010 to 2016 year by year. Since then, there has been a clear
recovery trend. As of the end of 2018, the growth rate of total imports and exports rebounded to
15.79%, entering a new stage. The export volume was 4.68 billion USD in 2000 to 42.3 billion USD
in 2018. In contrast, imports increased from 9.46 billion USD in 2000 to 108.29 billion USD in 2018,
an increase of 11.45% in 19 years.

Table 2. Statistics of China's import and export of transportation services in 2000-2018 (unit:
billion USD, %)

Years Sum Growth rate Export Growth rate Import Growth rate
2000 14.14 - 4.68 - 9.46 -

2001 16.00 13.15 5.17 10.47 10.83 14.48
2002 19.45 21.56 5.62 8.70 13.83 27.70
2003 26.22 34.80 13.79 45.7 12.43 -10.13
2004 36.72 40.05 15.32 11.09 21.40 72.16
2005 43.96 19.72 15.43 0.72 28.45 32.96
2006 55.40 26.02 22.48 45.69 34.26 20.42
2007 74.70 34.84 25.08 11.56 33.74 -1.52
2008 88.75 -18.81 38.42 53.19 50.33 49.17
2009 70.14 -20.96 23.57 -38.65 46.57 -7.46
2010 97.47 38.96 34.21 45.15 63.26 35.82
2011 116.02 19.03 35.57 3.97 80.45 27.17
2012 124.77 7.55 38.91 9.40 85.86 6.73
2013 131.97 5.77 37.65 -3.25 94.32 9.86
2014 134.38 1.83 38.24 1.59 96.16 1.94
2015 123.25 -7.77 38.59 0.92 85.34 -11.25
2016 114.53 -7.60 33.83 -12.35 80.58 -5.58
2017 130.05 13.55 37.10 9.66 92.95 15.34
2018 150.59 15.79 42.30 14.02 108.29 16.51

Source: Calculated from China's of transportation service trade import and export statistics.

RS Global 4(31), September 2020 49



International Journal of Innovative Technologies in Economy ISSN 2412-8368

3. Analysis of International competitiveness

3.1. RCA index (Revealed Comparative Advantages)

The explicit comparative advantage index was proposed by Balasa in 1965 to explain
international competitiveness, and then widely used in the field of international trade research. The
RCA index represents the ratio of a country’s product or service exports to the global export of that
product or service divided by the proportion of the country’s total exports of all services in the world’s
total exports of all services. In this article, if a specific product or service is a transportation service,
the value of the total export value of the product or service is the total export of the service trade.
Therefore, the calculation formula is as follows:

Xti
RCA = Ziztfu (1)
E?:lxsi
In this formula, RCA represents the comparative advantage index of the country's transportation
service trade. X; represents the country's exports of transportation services trade, ).1'_; X;; represents the
total exports of world transportation services trade. Xs represents the export volume of the country's
service trade, 2.I'_; Xs; represents total export volume of service trade in the world.
3.2. Measurement of RCA Index and Analysis of Revealed Competitiveness of Transport
Service Trade

Table 3. RCA Index of Transport Services Trade in six countries

Years China Mongolia Russia Japan Korea USA
2000 0.25 0.77 1.12 1.41 0.34 0.17
2001 0.26 0.13 0.72 0.68 0.35 0.19
2002 0.27 0.21 1.25 0.74 0.44 0.19
2003 0.15 0.38 1.27 0.70 0.47 0.14
2004 1.00 0.12 1.11 0.63 0.49 0.16
2005 0.90 0.54 0.59 0.62 0.49 0.12
2006 1.13 0.85 0.41 0.67 0.51 0.18
2007 0.91 0.19 0.49 0.67 0.48 0.18
2008 1.22 0.12 0.43 0.60 0.44 0.63
2009 0.97 0.20 0.29 0.54 0.59 0.63
2010 1.41 0.17 0.31 0.62 0.58 0.61
2011 0.91 0.55 0.59 0.63 0.67 0.63
2012 0.98 0.14 0.54 0.73 0.51 0.64
2013 0.95 0.16 0.57 0.67 0.56 0.64
2014 0.93 0.33 0.47 0.53 0.51 0.64
2015 1.00 0.14 0.72 0.53 0.65 0.64
2016 0.97 0.59 0.69 0.55 0.60 0.65
2017 0.99 0.42 0.79 0.51 0.69 0.64
2018 1.06 0.49 0.65 0.52 0.48 0.66
average 0.86 0.34 0.68 0.66 0.52 0.48

Source: www.worldbank.org calculated by the data author.

As shown in Table 3, China's RCA index is still at a relatively high level, and the average
value of RCA is higher than that of the other five countries. Similar to China, Russia and Japan have
high average trade in transportation services between 2000 and 2018, which shows that Russia and
Japan have a comparative advantage in transportation service trade. The RCA of the United States and
South Korea has been stable at around 0.4-0.6, which shows that although these countries have no
obvious comparative advantage in the transportation service trade, the overall level is relatively stable.
For Mongolia, from 2000 to 2018, the RCA value of the transportation service trade has always
remained below 0.5, which shows that Mongolia's comparative advantage is very weak.

50 4(31), September 2020 RS Global



International Journal of Innovative Technologies in Economy ISSN 2412-8368

3.3. Empirical Analysis of Impacts on China and Mongolian Transport Service Trade of
International Competitiveness
A. Variable selection

Table 4. Variable selection

Variable Selection of indicators and measurement units

Export volume of It is regarded as a quantitative indicator of the competitiveness of China's
transportation and Mongolia's transportation services trade. Expressed by Y, unit: 100
services million USD

Export volume of Take the export volume of goods from China and Mongolia as the demand
goods factor, expressed by Xy, unit: 100 million USD

Port cargo export Take the export volume of major ports in China and Mongolia as the main
volume factor, expressed by Xz, unit: ten thousand USD

Number of Take the staff of the transportation service industry of the two countries as
employees in the key factor of production, expressed by Xs, unit: thousand people
transportation

services

Openness of Take the ratio of the total import and export of China's and Mongolia's
transportation service | transportation services trade to its GDP as a comprehensive reflection of the
trade opening degree of transportation services trade, expressed by X4, unit: %

B. Data Sources
The data in this article was obtained from the original databases (http://data.worldbank.org) of the
relevant statistical yearbooks such as “China Statistical Yearbook” and “Mongolia Statistical
Yearbook” (between 2000 and 2018) and the World Bank database. The formula for the
competitiveness of China and Mongolia’s transportation services trade is:

InY= B1+ len(X1) + Bglﬂ(Xz) + [34In(X3) + len(X4) + e (2)
C. Regression analysis

Table 5.

Dependent Variable: Y
Method: Least Squares
Date: 06/22/20 Time: 21:24
Sample: 1 38

Included observations: 38

Variable Coefficient Std. Error t-Statistic Prob.

InX1 0.089146 0.057652 1.546288 0.0000

InX2 0.540169 0.072306 7.470622 0.1313

InX3 0.308467 0.048328 6.382831 0.0900

InX4 1.396781 0.509562 2.741142 0.2597
R-squared 0.992588 Mean dependent var 15.84474
Adjusted R-squared 0.991934 S.D. dependent var 2.964284
S.E. of regression 0.266230 Akaike info criterion 0.290389
Sum squared resid 2.409867 Schwarz criterion 0.462766
Log likelihood -1.517385 Hannan-Quinn criter. 0.351719
Durbin-Watson stat 1.312001
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It can be seen from the regression analysis table that the F statistic is significant, and R-
squared and Adjusted R-squared show good fit. Both X, and X; values are not important. Therefore, in
order to eliminate multicollinearity between explanatory variables, so first, needs to calculate the
correlation coefficient between each variable.

Table 6. Correlation coefficient

Variable In(X1) In(X2) IN(X5) In(Xa4)
In(Xy) 1.000 0.927 0.081 0.784
In(X2) 0.927 1.000 -0.183 0.940
In(Xs) 0.081 -0.183 1.000 -0.353
In(X4) 0.784 0.940 -0.353 1.000

According to the data in the table, there is a high correlation between In(Xs) and In(Xz), In(X1)
and In(X3), and In(X1) and In(X4), so stepwise regression is used to eliminate multicollinearity. Through
a separate regression, it can be seen that the export volume of China and Mongolia’s transportation
service trade is greatly affected by the export volume of merchandise trade, so a gradual regression has
been gradually made. The following table shows the results of the first stepwise regression.

Table 7.
Model In(X2) | In(X2) | In(X3) | In(Xs) | P R? Durbin Watson | T-
Statistic
Y=f(X4) 0.635 <0.05 | 0.848 | 0.59 -4.54
Y=f(Xy1, X3) 0.851 -0.443 <0.05 | 0.918 | 0.61 -1.004
Y=f(X2, X4) 0.798 1.232 | <0.05 | 0.975 | 0.61 8.899

The explanatory variables are introduced into the model to compare the fitting results and
select the best linear combination. It is verified that the related In(X1) and In(Xz), In(X1) and In(Xs),
In(X1) and In(Xa4), In(X2) and In(X,) are used to replace In( Xi). These regression effects are not as
good as the combination of In(Xz) and In(X4). Therefore, Y = f(InXz, InXy4) is the optimal linear
combination, and the fitting results are shown in the following table.

Table 8.
Dependent Variable: Y
Method: Least Squares
Date: 06/26/20 Time: 18:19
Sample: 1 38
Included observations: 38

Variable Coefficient Std. Error t-Statistic Prob.

InX2 0.798201 0.053010 15.05744 0.0000

InX4 1.232970 0.644945 -1.911744 0.0341

C 1.792096 0.759873 2.358416 0.0241

R-squared 0.977496 Mean dependent var 15.84474

Adjusted R-squared 0.976211 S.D. dependent var 2.964284

S.E. of regression 0.457206 Akaike info criterion 1.348290

Sum squared resid 7.316298 Schwarz criterion 1.477573

Log likelihood -22.61751 Hannan-Quinn criter. 1.394288

F-statistic 760.1566 Durbin-Watson stat 0.734372
Prob(F-statistic) 0.000000

InY=0.798X2+1.232InX4 +1.792 (3)

The empirical analysis results show that: Under other conditions unchanged, the port freight
export volume increased by 1%, and China and Mongolia's port freight export trade volume increased by
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0.798%. When the opening of the transportation service industry in China and Mongolia increased by
1%, the export value of the transportation service trade increased by 1.232%. Therefore, the port exports
of the two countries have a positive impact on the international competitiveness of the transportation
service trade and the opening degree of the transportation service industry in China and Mongolia.

Conclusions. China's international competitiveness in transportation services trade is stronger
than other countries, but its level is still less than 1. Mongolia’s international average competitiveness
in transportation services trade is particularly weak. The most influential factors for the national
competitiveness of the transportation service trade between China and Mongolia in this article are the
export volume of goods at the ports of China and Mongolia and the degree of openness of the
transportation services between the two countries. 0.8% and 1.232%. Therefore, the Chinese and
Mongolian governments may support the border trade between the two countries and improve the
border trade conditions and infrastructure.
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Introduction. One of the main tools in the implementation of economic and social policy of the
state, ensuring sustainable development is the availability of financial security, as well as ensuring the
systematic and efficient use of this funding. This source of funding is the state budget. The budget is a
historical economic category that reflects financial relations. The budget, as an economic category,
reflects monetary relations as an integral part of the financial system, as well as is the main source of
funding for the implementation of social policy, state regulation of the state through the creation and use
of centralized and decentralized monetary funds of the state, and organizes the distribution of gross
domestic product. It is clear that the budget has an exceptional role in the management of the state.
Therefore, the budget system inherent in the economic and state structure of all states has been formed.

Theoretical approaches.

As the central link in the country's financial system, the budget reflects all the qualitative
aspects of the financial category. Finance reflects the monetary relations associated with the creation
and use of monetary funds of the state and individual economic entities as a result of the distribution
and redistribution of gross domestic product, national income.

The state budget reflects the system of monetary relations related to the establishment and use
of the centralized monetary fund of the state, monetary relations related to the establishment,
distribution and use of the monetary fund included in the centralized disposal of the state in the
process of distribution and redistribution of GDP. In this process, financial relations are formed
between the state and enterprises, organizations, as well as between the state and the population. In
this process, both the state fund is created, and this monetary fund is used to cover the general
expenses of the state, many needs of society, defense, social, governance, etc. used to meet their
needs. [8] The use of the term "budget" in the economic literature is well known. However, in some
cases, the term "budget” is more appropriately defined as the formation of financial security for the
performance of functions belonging to public authorities. Such a characterization is more specific and
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expedient. Because both central and local governmental bodies serve the general needs of society. The
financial resources required for the implementation of the functions of public authorities represent the
formation and use of the state budget and all its links. [7]

It is necessary to clarify the fact that the "budget" includes both financial relations and the
form of creation and use of the centralized monetary fund of the state, as well as the notion that the
state is the main financial plan. The essence of each economic category, as we know, is expressed by
the functions it performs. The state budget, being an economic category, also performs certain
functions, and by opening the content of these functions, it is possible to clarify the socio-economic
content of the "budget” of the state budget. Many economists point out that the main criterion in
revealing the essence of an economic category is the functions it performs. The budget category also
includes all the functions related to finance, as it reflects a broad system of public relations. However,
the specifics of the budget can also be distinguished from general financial relations. [6] Thus, first of
all, we must look at the budget as an integral part of financial relations, secondly, the budget should be
characterized as a financial plan, and thirdly, the budget is a centralized monetary fund. Taking into
account such characteristics, it becomes clear to us that the budget category is characterized by certain
specific directions. These are: [3]

- creation of budget fund (formation of budget revenues)

- use of budget fund (financing of budget expenditures).

- control over the formation of budget revenues and expenditures.

It performs the first function with the generation of income, the receipt of taxes from
economic organizations (legal entities, individuals), the sale of bonds, state property are examples.
However, we must take into account that the main source of budget revenues are the funds of
economic entities created during the initial distribution of gross domestic product. These include:

- employees' salary fund

- profit earned as a result of entrepreneurial activity

- Salary fund of nonemployees

- rental income of landowners

- interest on loan fund (bank profit)

Such a general scheme of budget revenues, of course, is not permanent, but varies depending
on the specific economic and social conditions. It is known that the state acts as a general economic
entity in society. In this case, the general interests of producers are taken into account, and therefore
the budget effects the regulation of economic processes, taking into account the interests of the
development of the entire economic system of the country. Development of non-production and
service sectors, meeting the general needs of the population, economic development of various forms
of ownership, etc. in order to maintain macroeconomic proportions in all economic entities of the
country make it necessary to use the budget for the benefit of the country as a whole.

Budget expenditures are based on certain conditions, such as its revenues. However, it is more
flexible to change the direction and structure of expenditures than revenues. When the economic and
political situation changes, budget expenditures also change in accordance with the interests of
military, social, economic and political goals. Thus the proportions of budget expenditures allocated
for military and social purposes may change dramatically in some cases. During economic crises and
military conflicts, budget expenditures change more to meet military needs.

Thus, the socio-economic content of the budget is determined by the composition and
structure of its revenues and expenditures. The control function of the budget is also carried out in
different directions depending on the current situation. However, it should be noted that the control
function of the budget is carried out both during the formation of revenues and the financing of its
expenditures. At the same time, the control function of the budget creates conditions for the proper
formation and targeted use of monetary funds by influencing economic processes. However, the
control function is carried out systematically both as general financial control and as a control function
of financial institutions. The control function of the budget is an integral part of the control function of
finance. The economic and social content of the budget is also determined by its role in large-scale
reproduction. The state uses the budget fund for the development of progressive economic sectors that
serve the common interests of the country. In order to develop the most important areas, the state
distributes and redistributes the gross domestic product through the budget in the interests of the
country's long-term economic development. The need for financial resources of non-manufacturing

RS Global 4(31), September 2020 55



International Journal of Innovative Technologies in Economy ISSN 2412-8368

sectors is met through budget funds. Through budget funds, the gross domestic product is distributed
and redistributed among the economic regions of the country. In some economic regions, the budget is
used as an economic tool for different purposes as the development of the economy, productive forces
and the development of infrastructure in the country, and so on.

The budget system, which is inherent in the economic and state structure of all states, has been
formed. The budget system inherent in the economic system of the Republic of Azerbaijan and its
state structure has been established.

The relationship between the establishment of the budget system and all its types is called the
budget structure.

The sum of separate independent budgets and state funds combined in the budget system forms
the state budget system. The budget system includes the sum of all types of budgets. [5] The basis for the
organization of the country's budget system is reflected in the Constitution and laws on the budget
system. The organization of the budget system is based on certain principles, which are also based on the
economic, political and social foundations of the country. The budget system is based on the operation of
the budgets included in this system on the basis of common principles and their independence.

External experience. In developed countries (unitary states), for example, in the United
Kingdom, France, etc., the budget system consists of the central budget of the state and the budgets of
local governments, local municipalities. The budget system of federal states consists of three rings, ie
the central federal budget, the budgets of the subjects included in the federation and the budgets of
local authorities.

For example, in the United States, Russia, the Federal Republic of Germany, etc., the budget
system consists of three rings. The federal budget in the United States consists of the budgets of the
states, in Russia of the republics, the budgets of the provinces, and the budgets of the central
federation. [11]

Budget system in Azerbaijan. Budget system of the Republic of Azerbaijan as stated in Article 3
of the Laws of the Republic of Azerbaijan “On Budget System” dated July 2, 2002 and “On State Budget”
dated May 18, 1999: "The budget system in the Republic of Azerbaijan consists of the state budget of the
Republic of Azerbaijan, the budget of the Nakhchivan Autonomous Republic and local budgets.” The
purpose of the state budget of the Republic of Azerbaijan is to ensure the collection and use of funds for
the solution of economic, social and other strategic programs and problems of the country, the
implementation of state functions in the manner prescribed by law. The budget system of Azerbaijan is
regulated by the Constitution and the Law of the Republic of Azerbaijan "On State Budget". [1, 3]

The budget structure of the Republic of Azerbaijan can be shown in the form of the following
scheme: [Law of the Republic of Azerbaijan “On State Budget 2016”’]

Budget system of the Republic of

Azerbaijan
State budget of the Re Budget of
Republic of Nakhchivan AR Local budgets
Azerbaijan
Budget of the
republican Regional budgets Municipal budgets
subordinated cities
Fig. 1.
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So, the budget system of the Republic of Azerbaijan consists of the state budget, ie the central
budget, the budget of the Nakhchivan Autonomous Republic and local budgets. Local budgets consist
of the budgets of the republican subordinated cities, regional budgets and municipal budgets.

The current situation in Azerbaijan. As a result of consistent and purposeful measures taken,
sustainable and continuous development has been achieved in our country. This development is
reflected in the dynamics of revenues and expenditures of the state budget. This can be seen more
clearly in the picture below.

1080 243983
174980 1651672
11403.0 73] (25,6
175045 =10
117659 ==17784.5
20552
2140,7

2005 2010 2015 2017 2018 2019

budget revenues budget expenditures

Fig. 2.

As can be seen, 2019 was characterized by an increase in economic activity, the continuation
of the tendency to expand the directions of aggregate supply. Socio-economic reforms in the country,
factors such as including measures taken to reduce the shadow economy, informal employment and
increase transparency, increase the minimum salary, including those of employees of state-funded
organizations, and the impact of other social reforms on consumption, control of import operations
played an important role in the formation of the country's revenues in 2019, had a positive impact on
the dynamic development of the non-oil sector, which is one of the main priorities of fiscal policy.

Revenues of the state budget in 2019 amounted to 24218.1 million manat, which Revenues of
the state budget in 2019 amounted to 24218.1 million manat, which is 1709.2 million manat or 7.6
percent more than in 2018, and about 12 times more than in 2005.

The share of state budget revenues in GDP in 2019 was 29.6 percent, which is 1.4 percentage
points more than in 2018. [10]

Table 1.

2005 2010 2015 2017 2018 2019
Expenditures - total 2140,681 | 117659 | 177845 | 175945 | 22731,6 | 24425,6
including:
Economy 444,7267 | 4889,9 6408,8 4394,3 7822,7 79615
Education 372,4962 | 1180,8 1605,1 17427 1966,6 2195,7
Health 115,2546 429,2 708,2 704,7 709,9 873,6
Social protection and security | 304,9256 1123 1857,2 2350,2 2150,7 2281
Activities in the field not 50,58912 168,4 272,4 253,3 299,5 335,8
related to culture, science,
art, information, physical
education and other
categories

28,8 92,8 1132 109,8 1178 1223
Judiciary, law enforcement | 206,3526 668,5 1105,7 1177,6 1316,4 1505
and the prosecutor's office
Expenditures on 123,9 303 430,9 552,2 627,4 774,5
maintenance of legislative
and executive power, local
self-government bodies

493,6 2910,3 5283 6309,7 7720,6 8376,2
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Priority areas of socio-economic development, which form the basis of long-term sustainable
and continuous development of the country in 2019, including the implementation of education,
health, social, cultural, sports and physical infrastructure projects, social protection of the poor
population, improving their living conditions, the solution of problem loans of individuals,
strengthening the national security and defense capacity of the state, stimulation of agriculture,
ensuring food security, payment of public debt and membership fees to international organizations and
financing of other necessary state measures were provided within the approved state budget.

Expenditures of the state budget in 2019 amounted to 24.5 billion manat, which is 1694.3
million manat or 7.5 percent more than in 2018. According to the structure, 55.4% of the 2019 state
budget expenditures were directed to current expenditures, 38.4% to capital expenditures, 6.2% to
public debt and liabilities related to servicing. Compared to 2018, the share of current expenditures in
the structure of state budget expenditures increased by 4.6 percentage points, the share of capital
expenditures decreased by 1.0 percentage points, and the share of public debt service decreased by 3.6
percentage points.

AZN 7342.8 million or 30.1% of the state budget expenditures for 2019 (283.5 million manat
or 4% more than in 2018) was directed to the acquisition of non-financial assets (purchase and
construction of fixed assets, state capital investment), AZN 4997.1 million or 20.5% to salary (AZN
584.7 million or 13.3% more than in 2018), AZN 3836.8 million or 15.7% to goods (works and
services) (AZN 299.6 million or 8.5% more than in 2018), AZN 2153.6 million or 8.8% to pensions
and social benefits, AZN 3086.8 million or 12.6% to other expenses (rent and hire services, housing,
overhaul of various facilities and roads, bank expenses, reserve funds) (AZN 1119.5 million or 56.9%
more than in 2018), AZN 1122,8 million or 4.6 % to financial transactions on liabilities, AZN 1421.4
million or 5.8 %to subsidies and current transfers (AZN 212.6 million or 17.6% more than in 2018),
AZN 401.5 million or 1.6 % to interest payments, AZN 62.5 million or 0.3% to grants and other costs,
and AZN 0.6 million to operations on financial assets (the amount of the difference arising on the
revaluation of foreign exchange positions in 2019). In 2019, the execution of extra-budgetary
expenditures of organizations financed from the state budget amounted to AZN 573.1 million (AZN
133.5 million or 30.4% more than in 2018).

AZN 19.8 million was allocated to finance a number of measures of national importance,
including the participation of the majority of the country's population, including the census, AZN 55.6
million for the conduct of municipal elections and related events.

Poverty eradication and support for other socially oriented issues, which are the main goals of
sustainable development, are also considered as one of the key items in the expenditure side of the
state budget. This can be seen more clearly in the chart below.

—*—  2019;

—_—— 2018 7761,3
+ r
2017; 7196,5

—— 2016;
6237

6690,7

Fig. 3. Dynamics of social expenditures allocated from the state budget, million manat [10]
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4997.1 million manat for labor costs (584.7 million manat or 13.3 percent more than in 2018),
2153.6 million manat for pensions and social benefits, 226.1 million manat for expenditures of
purchasing materials for medicines, dressings and for the (11.0 million manat or 5.1 percent more than
in 2018), 384.5 million manat for the purchase of food products (40.9 million manat or 11 compared to
2018, More than 9 percent) was allocated.

In order to strengthen the social protection of the population in 2019, in particular, to increase
the purchasing power and real incomes of the poor, the amount of social benefits paid to them,
including salaries, pensions, social benefits and pensions, has been increased.

Thus, in order to further strengthen the social protection of the country's population in 2019, a
number of important decisions were made to increase social benefits and pensions by an average of
92.0 percent, the minimum pension by 72.0 percent, the minimum salary by 92.0 percent.

In 2019, AZN 6561.0 million was directed to expenditures in the field not related to education,
health, social protection and social security, culture, art, information, physical education and other
categories (including funds from state capital investment). This is 394.4 million manat or 6.4 percent
more than in 2018. These expenditures accounted for 26.9% of the state budget expenditures.

In 2019, 0.5 percent of state budget expenditures or 122.3 million manat were directed to
science, which is 4.5 million manat and 3.8 percent more than in 2018. In 2019, the dynamic
implementation of expenditures in the education sector was ensured, including financing of the
implementation of state programs on education, regulation of labor costs and financing of other social
measures, rehabilitation and reconstruction of a number of educational infrastructures, the provision of
free textbooks to students of secondary schools, informatization of the education system, for the first
time the development of inclusive education for people with disabilities and funding for other
educational activities.

Taking into account the funds allocated from the state capital investment (294.1 million
manat), 10.2 percent of the state budget expenditures in 2019 (0.4 percentage points more than in
2018) or 2489.8 million manat funds were directed to education expenditures, which is 272.9 million
manat or 12.3 percent more than in 2018.

—— 2019;
—— 2018; 21957
1966,6

—+— 2016; —— 2017;

—+— 2015; 1754,4 1742,7
—— 2012; 1605,1

—— 2011; 1453,2

—— 2010;
’ 1268,5

1180,8

Fig. 4. Dynamics of expenditures from the state budget for education, million manat [10]

Taking into account the funds allocated from the state capital investment expenditures (74.6
million manat), 3.9 percent of the state budget expenditures (at the level of 2018) or 948.2 million
manat were directed to health expenditures in 2019, which is 71.9 million manat or 8.2 percent more
than in 2018.
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Fig. 5. Dynamics of health expenditures (in million manats) [10]

According to the functional classification (excluding funds allocated from the state capital
investment) in 2019, 2243.1 million manat or 98.3 percent of the funds used for social protection and
social security expenditures (123.5 million manat or 5.8 percent more than in 2018), 38.0 million
manat or 1.7 percent for social security (2018 6.8 million manat or 21.9 percent more than the
previous year) were allocated. 918.7 million manat was directed to capital repairs.

All these positive trends have also contributed to the increase in the human development index,
which is one of the criteria for sustainable development. Economic development includes income
growth, education and health, productivity, technological development and many other factors. The basis
of the fact of economic development is human development in parallel with the process of transition to
the information society. Human development is defined as the process of increasing people's choice
alternatives, and instead of endless choices, it focuses on only three of them: a long and healthy life,
access to information, and access to sufficient resources for a minimum standard of living. It should be
noted that in 2019, the human development index in our country reached 0.754, which increased by
0.002 points compared to the same period of last year. During the period under review, a dynamic
increase was achieved in the main components that determine the human development index. [9]

Conclusions. Thus, as can be seen from the figures of the state budget, budget expenditures
have a significant impact on the socio-economic development of the country. The budget policy
pursued in Azerbaijan is socially oriented and plays a key role in the development of various sectors of
the economy, which is one of the key links in sustainable development. The budget policy
implemented in Azerbaijan is based on the UN Sustainable Development Program. Taking into
account that the Human Development Index, which is the main criterion for sustainable development
so far, and the indicators of the individual indices that determine this index are developing at a
dynamic growth rate, we can say that budget expenditures are based on results-oriented principles.
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Introduction. In the conditions of globalization, the challenges faced by the economy of the
Republic of Moldova are becoming more and more pronounced. Solving these complex challenges
requires creating the foundations for implementing progressive structural changes in the economy,
capable of contributing to sustainable economic development.

The financial system's fundamental mission is to provide financial services, which must meet the
economy and society's requirements in increasing the level of investment and social stability. The degree
of development of the financial system is influenced, on the one hand, by international macro-financial
developments, and on the other hand, by the real economic possibilities of the Republic of Moldova.

If we refer to both the world economy and the world's states' national economies, the main
item in 2020 is the health crisis caused by COVID 19. The shock to the global economy at COVID-19
was much more significant, faster, and more severe than that caused by the global financial crisis of
2008 and even the Great Depression. In the case of the mentioned crises, the effect has accumulated in
about three years. The equally severe macroeconomic and financial consequences of the current crisis
have materialized in a few weeks. To overcome the pandemic, a large humber of countries in the
world have had to introduce a series of restrictions, most of which related to the closure or slowdown
of economic activities, as well as unprecedented measures regarding cross-border traffic. These
actions could not but affect the value chain of production, which in turn harmed global demand. Thus,
uncertain expectations about the near future of the global economy have intensified.

Purpose of the study: This publication aims to analyze the impact of the health crisis caused
by the COVID 19 pandemic on the national financial systems of developing countries on the example
of the Republic of Moldova.
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Literature review. Following the Western Balkans Regular Economic Report, the escalating
COVID-19 outbreak constitutes both a supply and a demand shock whose full magnitude, duration,
financial, fiscal, and social ramifications are still unclear. The rapid global spread of the virus has
reached pandemic proportions and prompted a flurry of emergency measures— rate cuts, liquidity
support, tax deferrals, travel bans, mandatory closure of businesses, limitations on gatherings—to contain
the spread, mitigate disruption to economic activity, and avert a dislocation in financial markets. [1]

According to Baret et all, with ongoing shocks to the supply and demand, there is potential for
further market disruption. [2]

The COVID-19 pandemic, Tobio, and Natalucci notes, has caused an unprecedented human
resource and health crisis. The measures needed to limit the spread of the virus have triggered an
economic recession, and at the same time, there is massive uncertainty about its depth and duration. In
some cases, volatility has risen to levels last seen during the global financial crisis amid uncertainty
about the pandemic's economic impact. [3]

Materials and Methods. The dramatic tightening of global financial conditions since the
onset of the COVID-19 outbreak — along with a fundamentally deteriorating economic outlook — has
led to a massive shift to the left in the statistical distribution of global growth projections for next year.
These situations indicate significant risks of deteriorating economic growth and financial stability. [3]
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Fig. 1. Economic growth in selected groups of countries
Source: [4]

If we briefly analyze the global economic situation, before the COVID 19 crisis, we can see
that the global economy's growth has moderated and amounted in 2019 to 2.9% (3.6% in 2018), in
2020 of up to 3.5%. But unfortunately, the COVID 19 pandemic brought its corrections. Thus, in June
2020, the IMF reviews the growth prospects of the world economy. According to the World Economic
Outlook Update, global economic growth is forecast at -4.9% in 2020, 1.9 percentage points below the
April 2020 World Economic Outlook (WEQ) forecast. The COVID-19 pandemic had a more negative
impact on business in the first half of 2020 than anticipated, and the recovery expected to be more
gradual than previously forecast. In 2021, global growth projected at 5.4%. Overall, this would leave
GDP for 2021 about 6.5% lower than in previous COVID-19 projections in January 2020. The
negative impact on low-income households is particularly acute, hindering significant progress in
extreme poverty reduction in the world, the 1990s. [4]

Regarding the impact of macro-financial developments on the Republic of Moldova's national
financial system, the most significant vulnerabilities are related to global uncertainties following the
COVID 19 pandemic. Currently, it is undeniable that the pandemic is not only a health crisis but also
an economy. The most significant risks in this regard are related to the possible incapacity of the non-
financial sector to pay, which can lead to the transformation of the health crisis into a financial crisis,
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which by its nature is contagious. At the same time, it should be noted that, unlike the financial crisis
of 2008, the international financial system has made a qualitative leap as a result of the new financial
regulations, and it remains to see how it will withstand the pressures caused by prolonged global
economic stress.

Results and discussion. The Republic of Moldova is a country with a small, open economy, a
continuous current account deficit, and a strong subordination face to international financial flows.
Our country's economy can be characterized by a series of structural features, which expose it a lot to
external developments. For these reasons, any imbalances in the global economy trigger more
pronounced external vulnerabilities in the Republic of Moldova.

One of the most prominent characteristics of our country is the dependence on remittances.
The Republic of Moldova is one of the top ten countries globally with the largest shares of
remittances in GDP, being also the first in Europe in this regard. Simultaneously, the graph shows
that the inverse relationship between the share of remittance in GDP and the value of GDP per
capita is well outlined.
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Fig. 2. Share of remittances in GDP, 2019
Source: [5]

Current developments in the world economy under the COVID 19 pandemic are spreading
risks to developing countries' financial systems. These risks can be transmitted in the economy of our
country through several channels. First, due to uncertain financial conditions in the international
economy, difficulties with international financing may arise. Secondly, the vulnerabilities in the
economies of the Republic of Moldova's trading partners will undoubtedly influence the slowdown in
exports of goods and services (according to official data in January-June 2020 / January-June 2019,
exports accounted for 86% and imports 85.2), developments that will therefore lead to a deterioration
of the external balance. This situation disadvantages the economy of our country, which is very
dependent on international financial flows. The primary source of financial flows for the Republic of
Moldova is the export of goods and products.

To analyze the evolution of exports and imports in the Republic of Moldova, we used the
CAGR indicator. CAGR is an indicator of the compound annual growth rate (Compound Annual
Growth Rate). Its value allows us to estimate the growth rate of any parameter, and most often, this
calculated indicator is used to work with objects whose behavior is expressed by complex
dependencies. The main advantage of CAGR is that it gives a simple estimate in the form of an
average percentage of growth, and, accordingly, can be used for a quick analysis of the past period and
obtaining the first predictive approximation.

If we analyze the evolution of exports and imports of the Republic of Moldova, through the
CAGR indicator, we can see that two periods are outlined in the last seven years. The first period
(2013-2015) of decrease of foreign trade, GACR constituting - 10% for imports and - 7% for exports,
and its second period of increase (2016-2019) where CAGR was 10% for imports and 8 % of exports.
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Based on the importance of export flows generated in the Republic of Moldova, it is necessary
to analyze the economic situation of the main trading partners of the country (Romania, Russian

Federation, Germany, Ukraine).

If there are distortions in foreign trade, the external balance of the Balance of Payments of the
Republic of Moldova will deteriorate, which will cause internal imbalances, which can be
demonstrated by previous episodes of the evolution of our country's economy. If we analyze figure 4,
we can see a period of declining inflows, accompanied by the decline in GDP. It follows that
imbalances in foreign trade can have a material effect on GDP growth. Therefore, the Moldovan
economy's current situation also creates risks for the Republic of Moldova's financial system.
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Conclusions. In the current context of the world economy, anticipating possible developments
in the international financial phenomenon is becoming an integral part of assessing national financial
systems' processes.

From the analysis carried out in the study, based on the current situation of the world
economy's evolution under the impact of the COVID19 pandemic, it can be mentioned that persistent
risks are not excluded. Therefore even worse results can be registered. If we refer to low- and middle-
income countries, then they are the most vulnerable. Thus, even after the 2008 financial crisis, they
needed a more extended period to recover due to external demand shocks fully. In this context, the
biggest problem in these groups of countries is the lack of domestic financial resources to stimulate the
economy. That is why the support provided by international financial institutions and countries with
advanced economies to developing countries, among which our country also has enormous importance
in mitigating the economic blow.

In the Republic of Moldova, as the disruption was highlighted, the financial flows have
consequences on the increase of production. Therefore, to take into account the existing risks and
understand the probability of negative results, it is appropriate to assess all external vulnerabilities.

Nevertheless, on the other hand, the pandemic crisis can also be an opportunity to implement
structural measures that position our country in a new paradigm of economic growth, more resilient,
innovative, and more elasticity to shocks.
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Beryn. B ymoBax cydacHOT €KOHOMIKH OJHUM 13 KIIFOYOBHX HANPSMKIB IPOTPECHBHOTO
PO3BUTKY MiANPUEMHHUIBKOT AiSUIBHOCTI NPUBATHOTO CEKTOPY € HAsABHICTD SKICHO MOOYIOBaHOI
cTpaterii ynpasiiHHS 0i3HecoM. B peanisix cbOroJieHHs OKpeMi oAMHULI Oi3Hecy aOCTparyroThes 10
BUKOPUCTAHHS CTpAaTerii SK CIOHTAHHOTO PO3B’S3aHHS IMUTaHb ab0 X OYJIYIOTh CTpATEerifo sk
IUTAHYBaHHS TISUIbHOCTI, 10 Yepe3 JASSKUH Yac MOXKEe CTBOPIOBATH HEraTHWBHI HACHIJIKU i Oi3HECy.
Henockonana crpareris poOuTh 0i3HEC HETHYYKHUM JO 3MiH, (POPMYIOTBCS «3aTPUMKH» Y PO3BUTKY,
SKI JIOKATBHO a00 TI00adhbHO OOMEXKYIOTh MisUTBHICTH CyO’€KTa TOCIIOIApIOBAHHS, HE JTO3BOJISIOUH
JIOCSTTH 0a)KaHOTO PIBHS MPUOYTKOBOCTI Ta MOCTaBicHUX HiicH. EQekTHBHA cTpaTeris ympaBiIiHHSI
0i3HECOM MOBHMHHA OpIEHTYBAaTHCS Ha NOCATHEHHs Micii Ta wmijeil Oi3Hecy i OymyBaTucsi Ha OCHOBI
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KOHKPETHHX KOPOTKO- Ta JOBrOTEPMIHOBHUX pillieHb ISl 3A1MCHEHHS MiJIPUEMHHUIBKOI isUTBHOCTI, a
TaKO)X Ma€ CIPHITH THYYKOCTI Oi3HECy 0 3MiH Ta OYTH KOPETyIOYOK y MPOCTOPi, IO JTO3BOJIUTH
JIOCSTTH TIOCTaBIIEHUX 3aBJaHb 1 MAaKCHMIi3yBaTH NOKAa3HUKW MisNIBHOCTI. BiATak, aKkTyaJlbHUM
3aJIMIIA€ThCSI MUTAHHS PO3YMIHHS TEOPETHKO-KOHIENTYalbHOI CYTHOCTI e(eKTHBHOI cTparterii Ta
CTPAaTeriyHOTO yIPaBIiHHS 013HECOM y KOHTEKCTI JMHAMIYHOTO PO3BUTKY €KOHOMIKH.

AHaJi3 ocTaHHiX [gociaimkedb Ta myOaikauiii. CporomHi Bce Oiblleé HAYKOBIIIB
NPUCBSYYIOTh CBOI Tpali po3B’s3aHHIO MpoOjeM Teopii Ta MpakTUkW (OPMyBaHHA CTpaTerii Ta
CTpaTerivHoro ympasiiHHsA. HaiiOinbin BaroMuM# 3a TEMAaTHKOKO HAIIOrO JOCTIPKEHHS € HAayKOBI
HaNpaIlOBaHHA TaKWx aBTOpiB sK: A. bamanoBud, P.bpyxancekwii, A.I'pymmna, O. JloBrams,
M. xoBanenko, JI. Kyctpiu, A. Jlepdi, P. Mapri, C. [1o6iryH, 1. PaiikoBcrka, B. Xapuenko, H. Smkina
tomo. OnHaK NPUBATHUI CEKTOP EKOHOMIKM DPO3BHUBAETHCSH [OCUTH TUHAMIYHO, IO 3YMOBIIOE
HEOOXiMHICTh 3MIACHEHHS HOBUX HAYKOBHX MOIIYKIB I MPOXYyKTHBHOTO PO3YMIHHS CTparterii Ta
CTpaTerigHoro ympasiiHHSA 0i3HEcOM. J[0 TOTO X KOXXEH HayKOBEIlb Ma€ IHAWBIMYaTbHHUHA MiIXiT 0
TPaKTyBaHHSI CYTHOCTI CTpaTerii Ta CTPATEri4HOrO YIPABIiHHS 1 IX poJii y po3BUTKY OizHecy. Ae He
3BaKAIOUW Ha 1€, AaHi MOHATTS 37eOUTBIIOr0 aHami3yIOThCsI 3 TOUYKU 30pY X OKPEMHX CTPYKTYPHHX
€JIEMEHTIB, a0CTParyrUYnch Bijl iX KOMIIEKCHOCTI Ta IPU3HAYECHHSI.

Mera pgociaimkennsi. MeTol0 HAyKOBOIO JOCHI[UKEHHS € BHBYCHHS TEOPETHUKO-
KOHIIENITYaJILHOI CYTHOCTI CTpAaTerii Ta CTpaTerivHoro yHpaBliHHS Y JisUILHOCTI IPUBATHOTO Oi3Hecy
Ta po3poOKa peKOMEHAAIIIH 010 1X aKTyalbHOTO TPAKTYBaHHS B yMOBaX Cy4acHOI €KOHOMIKH.

Marepianau i MmeToau aocaizKeHHs. MEeTOI0IOTiYHY OCHOBY POOOTH CTAHOBIISITh TEOPETHUHI
BUCHOBKM ¥ Yy3araJlbHEHHS CKOHOMIYHOI HAayKH Ta HAyKOBI Ipami 3 PO3BUTKY TEOPETHUKO-
KOHIENTYaIbHOT CYTHOCTI CTpaTerii Ta CTpPaTeTiYHOTO MEHEKMEHTY B MisUTHHOCTI MPHBATHOTO
OizHecy. Y poOoTi 3aCTOCOBAHO JIOTIYHUH, TOPIBHAIBHUHN Ta KOMIUIEKCHUH MiIXOAU, & TAKOXK METOIH
EMIIIPUYHOTO JOCIIIKEHHS, TOPiBHSIHHS Ta KOMIUIEKCHUN aHai3.

PesyabTraTtu gociaimkennsi. [IpoBememo aHani3 HalOiNbIl BaroMux, Ha Hamy OyMKY,
HAYKOBHX TOTJISIIIB HAa TOHATTS «cTpareris». Tak, taki nocmigauku sk O. ['opmienko, JI. JliqkoBchKa,
I. KoBryn, H. PosymoBuu, H. fmikina cTpaTeriro MOpiBHIOIOTH i3 TUIaHOM yrpasiiHas [1, c. 9; 2,
c. 27]. 3 myMKOIO BKa3aHHX aBTOPIB IMOTOKYEMOCS HE TIOBHICTIO, aJDKE TUIAH € €IEMEHTOM CTpaTeril i
MOKa3y€e CYKYITHICTh Ail Ha TEepioja 4acy Ta He JAa€ YITKOTO PO3YMIHHS TOTO, SKUM YHHOM CyO’€KT
TOCIIO/IapIOBaHHS CTBOPIOBATHME, HAIIPUKIIAI, KOHKYPEHTHY TIepeBary.

A. I'pymnHa, sika TiJl CTPATETiEI0 PO3yMi€ «KOMIUIEKCHY MpOrpaMy IMpaBwil, OPIEHTHPIB i
pillieHb, sSKi KOPETryITh iSUIBHICTH OpraHi3allii 3 MeTOI0 IOCATHEHHS TOBTOCTPOKOBHX IIei» [3,
c. 81]. He Mo)xeMo0 MOBHICTIO MTOTOANUTHCS 3 aBTOPOM, aJKe MpaBHiIa HE € CTPATETIEI0 — e eJIEMEHT
CTpaTerii, 10 TOTO X CTpaTeris Mae BpaxOBYBaTH Pi3HY MEPiOJMYHICT YIPaBIiHHS.

I1. KniBeup mif cTpaTeri€lo po3ymie «y3arajbHEHY IMporpamy AisUIBHOCTI (MOJENb i),
CHPSIMOBaHY Ha JOCATHEHHS IiIPHEMCTBOM 0a)KaHOTO €TaIly, MeTH (CTaTycy Ha PHHKY, COLliaJIbHO-
€KOHOMIYHHMX TIOKa3HUKIB) 3aBISKH e()EeKTHBHOMY pO3MOJIiTY, KOOPIWHAII Ta BHUKOPHUCTAaHHIO
pecypciB» [4, c. 7]. ABTOp BAaio MiJKpECIIO€ IiHHICTh CTparerii, OJHAK 3BOIUThH ii MOHSITTS IO
BU3HAYEHOI Mozemi Iii. 3 inmoro 6oky, . IrHaTheBa cTpaTerito BU3Ha4ae SK CyKyIHICTh 3aXOiB, SIKi
HiAPHUEMCTBO MAa€ HaMip BUKOPUCTOBYBAaTH y MalOyTHbOMY IUIsl AOCSTHEHHS MPIOPUTETHHUX Liyeit
cBO€l misutbHOCTI [5, ¢. 220]. HaykoBels B. Mi3tok mig cTpaTeri€ro miampHeMCTBA PO3YyMIi€ KOMILICKC
MPHUHLMIIB HOro MisSUIBHOCTI Ta BIJHOCHH 13 30BHIIIHIM CEPEIOBHUINEM, INMEPCIIEKTUBHUX IUIeH 1
BIIMOBITHUX pillleHb 3 BUOOPY 1HCTPYMEHTIB MOCsArHeHHs wineit [6, . 10]. Sk 6aunmo, TBepKeHHS
3a3HaYCHUX aBTOPIB TAKOX PO3TIBIIAIOTH CTPATETIIO K JIOKAJIbHE MOHATTS 3 TOUYKH 30Dy ii eleMeHTIB.
Mu BBa)KaeMo, 1110 CTPATETII0 TOTPIOHO PO3MIISAIATH SIK KOMIUIEKCHE MOHSITTSL.

O. Tpuain cTpaTeriro po3yMie K criocid pearizallii miAMPUEMCTBOM CBOET METH, SIKa BU3HAYAE
HOro MOBENiHKY Yy MPOCTOPI Ta BHPIIIye NPOTHPIUYs, IO MOPOAXKYE B3aEMOJII0 BHYTPILIHIX
KOMITOHEHTIB MiANPUEMCTBA, K1 TIepeOyBalOTh Ha PI3HUX CTaJlisX CBOTO KHTTEBOTO UKy [7, c. 80].
He mnoBHicTIO moromkyemocsi i3 aBTOpOM, /K€ OaHE TBEPPKEHHS MIBH/IIE OIMHUCYE TOJITHKY
yIpaBJIiHHS, JIMIIE K €IEMEHT CTpAaTerii.

Binpmr nopeynnMm, Ha Hamy AymKy, € Bu3HadeHHs O. JloBramb, 1o crparteriss — Iie
«JJOBIOCTPOKOBE SIKICHE BH3HAYEHHS HANpPSIMKy PO3BUTKY HIiANPUEMCTBA, IO CHPHSE TOCATHEHHIO
nocraBieHux 1ijei» [8]. Ao, sk 3a3Hayae MiHICTEpCTBO €KOHOMIKM YKpaiHHU, «CTPATETIs € KapToko,
sIKa JIOTIOMAarae miJApUeEMCTBY 3p03yMITH, B SIKOMY HalpsIMKy BOHO pyXaeTbes» [9].

RS Global 4(31), September 2020 67



International Journal of Innovative Technologies in Economy ISSN 2412-8368

Ha namy nymky, HaykoBels A. banmaHoBWY cTparteriio MiANPHEMCTBA PO3IISLIAE HAHOUIBII
MIHpIIe — «IK cucTeMy (hOpMyBaHHS Ta BTUIEHHS JOBIOCTPOKOBUX M€ IMiJIPUEMCTBA CTOCOBHO
3a0e3meyeHHst Horo cTadlTbHOrO (YHKITIOHYBaHHS IIISIXOM e€()eKTHBHOTO 3ay4eHHs i BHKOPUCTAHHS
pPECYpCHOTO TMOTEHIialy MiANPUEMCTBA, KOPUTYBaHHS WOTO CTaHy HA OCHOBI BpaxyBaHHA 3MiH
¢akTopiB 30BHIIHKOrO 1 BHyTpimHbOrocepenosuma» [10, c. 40]. Ase aBrop aHamizye JHIIe
JIOBrOCTPOKOBE TIPU3HAYEHHS CTPATerii. A MU BBa)KAEMO, II[0 MAIOYHM B aKTHUBI JOCKOHAITy CTPATETii0
TPUBAJIOTO PO3BUTKY B 1i paMKaxX YiTKO MOYXHA BU3HAYMTH 1 JIOKaJIbHUN, 00 KOPOTKOTpUBAINH, HAOip
CTpaTeriil ynpasiiHHs Oi3HECOM.

Hocute BiayunuM € Takox TtBepmkeHHs C. KycTtpiy, mo «... crpareris — me sKicHa
MIOCHITOBHICT [Iif, IO 3IIMCHIOEThCA BUINMM MEHEIKMEHTOM JUIS peai3amlii CYKYyMHOCTI Ifiieit
MiANPUEMCTBAa Y MaiiOyTHbOMY 3a JONOMOIOI0 BPaxyBaHHs BIUIUBY MAapKETHHTOBHX i BUPOOHHYHMX
¢axTopiB y ceoronerHi» [11, c. 429]. OmHak He 30BCIM 3p0O3yMiJI0, YOMY y JaHOMY TPaKTyBaHHI aBTOp
aKIeHTy€e yBary caMe Ha BHIIOMY MEHEDKMEHTI K Y9acHUKY (hOpMYBaHHS 1 peaizallii crparerii, amke
BPaxOBYIOUH TEOPETHYHY 1 IPAKTHYHY CYTHICTh JAHOTO MOHATTS, BBAYKAEMO, L0 CTPATETisi OXOILTIOE BCi
JIaHKW YIPaBJiHHS Ta Jii mepcoHany. Takox aBTOpOM BJAJO MiAKPECICHO, 0 «CTPATETIs BiPI3HIETHCS
BiJ] IJTaHy THM, II0 BOHA PO3POONSETHCA B YMOBAaX HEBU3HAYEHOCTI 30BHINIHBOTO CEPEAOBUINA ...»,
NpOTE BUKIIUKAE 3allUTAHHS TMPOJOBXKEHHS i€l TE3W, IO «... KOJM TOJOBHA LTb MiANPUEMCTBA 3
JOCTaTHBOIO ISl TMPAKTUKH BHU3HAUYCHICTIO IMOKH 3IMIIAETHCS HE3 SICOBAHOK 1 TOMY HE J03BOJISIE
BUPOOWTH KOHKPETHE 3aBJaHHS JJIS TOTO UM IHIIOTO MiAPO3ALTY MiJIPHUEMCTBA HA TIepCIeKTuBy» [11,
c. 429], mo B miit yacTuHi MOTpedye TOAATKOBUX YTOYHEHD aBTOPA.

Omxe 6auuMo, IO OUTBIIICTh CYYaCHHX HAYKOBIB CTPATETil0 aHANI3YIOTh 3 TOYKH 30py il
CTPYKTYpHUX E€NEMEHTIB (TaKTWKa, TOJITHKA, MPOLEAypH, IpaBHia, IUTaH, Mporpama), OJAHAK He
MOBHICTIO PO3KPUBAIOTH 1 KOMIUIEKCHOI OCHOBHOI CYTHOCTI Ta mpu3HadeHHs. OmHaK, MU 3BEpHYIH
yBary Ha npamto A. Jledni ta P. MapTi «be3nporparina crpareris. Ik yHUKHYTH ITpoMaxiB y 6i3Heci»,
y SAKiif aBTOPU CTPATETil0 TPAKTYIOTh K «... BUOIp pillICHHA... IHTErpoBaHWI HaOip pillleHb, SKUN
3a0e3neuye yHIKallbHE MO3WIIIOHYBaHHA KoMIaHii B ii cdepi MisTBHOCTI JUIS CTBOPEHHS CTiHKOI
nepeBarn W HaA3BHYAWHOI IIIHHOCTI, $Ka Ja€ 3MOTy T[IePEBEPIIUTH KOHKYPEHTIB ... SIK
CKOOPJMHOBaHHUH KOMIUIEKCHUH Ha0ip I’ATH PillleHb CTOCOBHO BUOOPY TparHeHb J0 MEPEMOTH, MO
rpH, Coco0iB TOCSITHEHHS MIEPEMOTH, KIIFOUOBHUX KOMIETEHIIIN 1 cHCTeM opraHizattii mpami» [12, c. 8—
10]. BBaxxaemo, mo maHe TBEp/KEHHS HAMOIIBII TOYHO BiOOpaykae CYTHICTh TOHSTTS «CTPATETis».
Tako aBTOpPH BBaXalOTh, IO JJIS MOOYJOBU YCIIIIHOI CTpaTerii ynpaBiiHHS 0i3HECOM KEPiBHUKY
HeOoOXiIHO BiAMOBICTH HA IT’SITh IIOB’ I3aHUX MiX COOOK0 3aIIUTaHb:

1. SIke y Bac mparHeHHs 110 iepemoru? Meta BaIoi AisUTbHOCTI 1 Ballla MOTHBAILiS.

2. e Bu rpatumerte? [ToJe rpu, Ha SIKOMY B MOKETE BTUIMTH CBO€E TIPATHEHHS Y KHUTTSL.

3. SlxuM 4MHOM BH MOXKeTe 3700yTH niepeMory? Crocid JTOCATHEHHS EpEMOTH Ha 00paHOMY
TOJIi TPH.

4. SIxi koMIeTeHIliT MOXKyTh BaM 3Hago0uTucsa? Habip i cTpykTypa KOMITETeHIIii, sSKi TOTPiOHI
JUTSL TIEPEMOTH.

5. SIki cucTemu opraHizallii rmpari MOXyTbh BaM 3HatoOuTHCA? CHUCTEMH Ta 3aXO0/H, SKi Jal0Th
3MOTY BUKOPHCTATH KOMIETEHIII] i TOMOMOXKYTb YXBINTH MpaBUiIbHE piteHHs [12, c. 20].

OTmxe, T IparHeHHsIM JIO MEPEMOTH PO3yMieMO HaMip Oi3Hecy CTBOPHUTH iJiealibHI YMOBU
Horo QyHKIiOHyBaHHS y MaiiOyTHROMY. [IpUKIIaoM parHeHHs JI0 MIepeMOorH € JiIEPCTBO Ha PUHKY
NEBHOTO PErioHy, MOJIMIIEHHS PiBHS JKUTTS CIIOKMBA4iB 4epe3 BHUIYCK YHIKAIBHOTO IMPOAYKTY,
CTBOPEHHS OpPEH/Iy CBITOBOTO PiBHS TOIIIO.

[Tix monem rpu JOUIIBHO pO3yMiTH Habip pillleHh PO KOHKPETHI Jii Oi3Hecy oo peaizarii
NparHeHb, 30KpeMa e PpIlIeHHA Mpo Tady3b 1 HaNpsMKHA [JisUTbHOCTI, PMHKH 1 KaHamu 30YyTy,
KJIIEHTOOPIEHTOBAHICTh, CIIOXKUBUY IMOJITUKY Toilo. Hampukian, BUBEIEHHS «IPECTHKHODY MPOIYKLiT
Ha PUHOK, OPIEHTOBAHICTh HAa TEBHY JeMorpadidHy KaTeropiro CHOXXWBauiB, BHXiJI HA MIKHAPOIHI
PHHKH TOLIO.

[lix cocobamu NOCATHEHHS MEPEMOTU PO3yMieMo Habip CHOcoOiB IOCATHEHHsS YCHiXy Ha
noni rpu abo crocoOu BHKOPUCTAaHHS TepeBar Oi3Hecy y Jeskux chepax TisUIbHOCTI JUIS CTBOPEHHS
VHIKQJIBHOI I[IHHOCTI IS CIIOKMBAada BIPI3HAIOYMCH BiJ KOHKYPEHTIB Ta IS OTPHUMAaHHS
MaKCHUMaJbHOTrO NpuOyTKy. Hampuknaza, po3BUTOK HOBUX MPOAYKTIB, MO3WIIOHYBaHHS OpeHOy,
BIPOBAKCHHS aKIliif Ha TIPOAYKTH, 3MiHa PEKJIIAMHOI KaMITaHil Ta MaKyBaHHSI TOBAPIiB TOIIIO.
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[lig x1r040BMMH KOMIIETEHILISIMH PO3yMieMO IUiaH abo Hadip Oiii Ta cdepu AiIIBHOCTI
Oi3Hecy, o JO3BOJATH 3a0e3MeUYnTH SKICTh MUX Mii 1 OyTh ycmimHuMHu Ha noxi rpu. llpukmamom
KITFOYOBHX KOMIIETEHIII Moke OyTH, HANpPWKIAA, INIMOOKEe PO3yMiHHS CIIOKMBAYiB, IHHOBAIIHHICTB,
HAJIar0/KCHICTh KaHAIIB 30y Ty TOIIO.

[lig cucremoro opranizamii mpari Tpeba po3yMiTH YMOBH Ta MOPSAOK 3MIMCHEHHS TPYAOBUX
MIPOIIECiB, 30KpeMa B3a€MOIii yUaCHHKIB TPYIOBOI AISITFHOCTI MK c0000 Ta 13 3acobamu Tpari st
JOCSATHEeHHsI moctaBieHoi Metn. Cromu MOXXKHA BiJHECTH BHYTpIlIHIA Oi3Hec-KJIiMaT, THYYKiCTh
TUTaHyBaHHS POOOYOro Yacy, OCOOMCTICHME PO3BUTOK MEpCOHAy, MiAlip CHEmialicTiB BHCOKOTO
npodecioHaIizMy TOIIO.

Crparerisi TOBUHHA Opi€EHTYBAaTHUCS B MEPIIy Yepry Ha JOCSTHEHHS Micil Ta mijeil Oi3Hecy,
TOMY PO3TJIIHEMO TaKOXX CYTHICTb 11 CKJIaIOBHX €JI€MEHTIB.

Tak, micnmsi BH3Ha4eHHS Micii i Iiiel MisTbHOCTI Ta BHOOpPY Cy0’€KTOM TOCHOJAPIOBAHHS
3arajpHOl CTpaTerii ynpaBiiHHS Oi3HECOM Ta ii MiAMOPAIKOBAHUX PI3SHOBHIIB BiIOYBAaETHCS MEPEXif
0 eramy ii po3poOKM Ta peainizamii. AJpke Ha KOXHOMY piBHI CTpaTerii BH3HAYarOThCS Ta
BIIPOBA/DKYIOTBCSA i CKJIQJOBI €JIEMCHTU: IIOJIITUKA, TaKTUKa, NPOICIypH, IUIAHU, OFOJIKETH
YIpaBIiHHS TOIIO.

[lig momiTHKOI ympaBiiHHS OI3HECOM CIiI PO3YMITH KOMIUIEKCHUI HaOlp MpPUHIMINB, SKi
BUKOPHUCTOBYIOTBCS Y IPUUHSATTI YIIPABIIHCHKUX PillICHb ISl JOCATHEHHS MOCTABJICHUX IIiNICH.

[1ig TakTHKOIO yIPaBIiHAS PO3YyMi€EMO KOMIUIEKCHUAN Habip METOMIB Ta MPUHOMIB YIIPaBIiHHS,
0 BHKOPHCTOBYIOTBCS JUTSl peai3allii crpaTerii, ajanToBaHi 10 3MIiHHHX YMOB Ta € HaHOUIbII
«BHUTPAITHUMI» JUIS 3aCTOCYBaHHS B yMOBaX PO3BUTKY KOHKPETHUX TOMIM.

[lin npomemypamMu yIpaBiiHHS pPO3YMIEMO pI3HOBHUAM HA0OPIB aITOPUTMIB BUKOHAHHS
KOHKPETHHX YIPaBIiHCHKUX Omepalliii, To0To Momeni Oi3Hec-TpoIIeciB.

[lix nnanyBaHHAM Ta OIOKETYBAaHHSM CIiJ] PO3YMITH KOMIUIEKCHUH 1HCTPyMEHT OpMyBaHHS
TUTAHOBUX MMOKA3HUKIB JTisUTBHOCTI O13HECY Ta KOHTPOJIIO 32 1X BUKOHAHHSIM, BUSBJICHHSIM BiJIXUJICHb, 1110
€ OCHOBOIO JIJISl TIPUHHATTS YIIPABIHCHKHX PIIIEHb Ta TOCATHEHHS MTOCTABICHUX IILJIEH Oi3Hecy.

VY 3apyOixHiil mitepaTypi HaykoBusMu A Jledui ta P. MapTi HaBeeHO BIAIWI MPUKIIa, 110
«KEepIBHUKHM BH3HAYAIOTh CTPATETiIO0 SIK ONTHMI3aIlil0 iICHYIOUOTO CTaHy peyeid ... 6arato KepiBHHUKIB
HaMaraeThCsl ONTHMI3yBaTH Ti TNPOIECH, SIKi HHUHI BiIOYBalOTHCA B IXHIX KOMITaHiAX. AJie 1e He
cTpareris. A/pke KOMIIaHisi MOXKe ONTHMI3yBaTH HETIOTPIOHI pecypcH, IO B pe3yNbTaTi MpU3BEIe 110
BUCHAXXEHHSI PECypCiB Ta aKTHBIB i Mporpamry KOHKYpeHTaM, SIKi MUCISATh cTpareriuHo ... Jleski
KOMTIaHil BOAYaIOTh CTPATETi0, MOPIBHIOKYN CBOI PE3yNbTAaTH 3 pPe3yJbTaTaMd KOHKYpPEHTIB, BiATaK
HacTae e(eKTUBHE BHUKOHAHHS Iii, SKUX IOIEpXKyBaJucsl KOHKypeHTH. OIHaKoBiCTh — 1€ He
ctpareris. Ile mpsima mopora 10 mocepenHocTi. [IpyuuHO0 MOSBU 1UX HES()EKTUBHUX MiIXOMIIB €
HeMpaBUIIbHE PO3YMIHHS cTparterii Ta HeOakaHHs poOUTH CKiIaaHui BUOip»[12, c. 9—10].

[IpoananizyeMo TakoX OCHOBHI HAyKOBi MOIJIIAM CTOCOBHO PO3YMiHHsSI CYTHOCTI HOHSTTS
«crpareriyde ympasiiHHa». Tak, €. benuit ta 1. PomanoBa po3ymitoTh cTpaTeriuHe yHpaBiliHHS SIK
NPOTPaMHUIl CMOci0O MHCIIEHHsST W yNpaBiiHHs, 10 3a0e3ledye y3TOJUKEHHS METH, MOKIMBOCTEH
opranizanii # inTepeciB npaniBHukiB [13]. Iloromkxyemocs i3 aBTOpaMu y BH3HAU€HHI el
cTpaTeriuHoro ynpasiiHHs. OfHAK BUHUKAE 3alMTaHHS 1010 MOPiBHSAHHA CTPATET1YHOTO YIPaBIiHHS
3 «IPOrpaMHUM CIIOCOOOM MUCIICHH». AJDKE HE 3pO3yMiJI0 YM aBTOP Ma€ Ha yBa3i HaOip Hamepen
BU3HAYEHHX YIPABIIHCHKUX PIIlICHb Bifl SKUX HE MOXKHA BiJIXUJIMTHUCS, YA TPOTpaMHe 3a0e3redeHHs y
KOHTEKCTI IPUHHATTA YIPAaBIiHCHKHUX PillICHb.

Binpmr 3MicToBHIIIE TpakTye cTpaTteriune ynpasiiHHs T. [aBpuiieHKo, po3yMiloun HOTO SIK
npoIiec, MO CKIANAEThCs 3 BUOOPY chepu Ta xapakTepy Aii sl JOCSATHEHHS JIOBrOCTPOKOBHX IIiICH
opraHizamii mijJ BIUIMBOM BHYTPIIIHBOrO Ta 30BHiIIHBOrO cepenosumia [14, c. 8].0gnak, Ha Hamry
JOYMKY, BU3HAUEHHs aBTOpa HE MOBHICTIO PO3KPUBAE CYTHICTh «CTPATETiYHOrO YNPaBIiHHI», Y TOMY
YHUCJII B YaCTHHI MEPIOJIUIHOCTI JAHOTO MPOIIECY.

3 inmoro Ooky, l. PaiikoBchKka TpakTye cTpaTeriyHe YNpaBIiHHA SIK «... IPOLEC YIPaBIiHHA
HiAPUEMCTBOM, SKHH BpaxoBYE IIOACHKMHA MOTEHIIAN, 3alUTH CIIOXKWBAdiB 33yl 3IiHCHEHHS
THYYKOTO PEryJIIOBaHHS TOCIOIAPCHKOT IISUTBHOCTI Ta CBOEYACHOTO 1 MIBUJIKOTO PearyBaHHs Ha 3MIHU
30BHIIIHBOIO CEPEIOBUIIA 3 METOIO JOCSITHEHH! KOHKYPEHTHUX IIE€peBar, 110 B Pe3yJIbTaTi 3a0e3mneuye
ctalinbHe (QyHKIIOHYBaHHS 1 pO3BUTOK MiANPUEMCTBA B JOBIOCTPOKOBIH mepcnekTuBi» [15, c¢. 115].
ABTOp TakoX BUIUISE TIPOIECHUH, ITUIHOBHA Ta KOMIUICKCHHHM MIAXOAHM IO TPAaKTyBaHHS CYTHOCTI
«CTpaTeriyHoro ympasimiHas». Cxoxkoi mosmiii morpumyersest Takoxk C. ITobiryn [16, c. 105] dawi
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TBEP/DKECHHS € AOLIIFHUMHU, OIHAK BapTO JOAATH, IO CTpaTeriuHe ympaBiiHHA Ma€ BpaxOBYBaTH i
ynpaBiiHHS 013HECOM TaK0X B KOPOTKOCTPOKOBIH MEPCIIEKTHBI.

JI. Kyctpiu mig cTpaTerigHuM YIIPaBIiHHSAM PO3yMi€, IO e «...He MICis, a peanbHuil Habip
YIPaBIiHCHKUX il BUIIOTO MEHEIKMEHTY, TTOB’SI3aHMX 3 BILTUBOM Ha (DaKTOpH peani3oBaHHX PHHKOBHX
CTparTerii IUIIXOM PO3MOALTY pecypciB, afganTaiii i MoOLTI3aMil CIPaBKHBOTO MOTEHITIATY TiAPHEMCTBA
JUTSL PO3BUTKY HOTO B MailOyTHBOMY (IOCSTHEHHs Oakanux 1ied)» [11, ¢. 429]. B mpoMy TBepuKeHHI
aBTOp aKIEHTY€ yBary JIMIIE Ha Y4acTi TUIbKM BUILOTO KEPIBHUIITBA Y CTPATETiYHOMY YIpaBJiHHI, X0ua,
Ha Hally AyMKY, yYaCHHKaMH [bOTO MpOLECYy MaroTh OyTW BCi piBHI ynpaBmiHHs. Jl0 TOTO K BHHHUKA€e
TMUTAaHHS 91 HE TPO «ITa0JIOHHICTEY» TOBOPHUTHCSA ITiJ] TOHATTIM «PEaji30BaHUX PHHKOBHX CTpATETii,
a/pKe KOKEeH Cy0’€KT TOCIO/IapIOBaHHA MOBHWHEH ()OPMYBATH CTPATETIIO Ta 3IIMCHIOBATH CTPATETidHE
YIPaBIIiHHS 3aJ€KHO BiJl OCOOJUBOCTEH HOTO HANPSAMKIB JisSUTLHOCTI, OpPraHi3alliiiHol CTPYKTYypH TOIIIO.
BinnoBiHO TOBHICTIO OJHAKOBHX CTpATeriii i MpOIECiB CTPATEeTIYHOTO YIIPaBIiHHS amnpiopi OyTH He
Moxke. MOoXKyTb OyTH CXOXHMH Xi0a TiJXOIM, METOMOJIOriA, MPHUHIMNK 1oOymoBu mporeciB. Tomy
BBQ)KAEMO, IO JJaHe TBEPKEHHS MOTpeOye NOAATKOBUX YTOYHEHb.

Haii0inpm TouHMM, Ha Hally IyMKY, € TBepMKeHHs P. BpyxaHcbkoro, mo crpareriyHui
MEHE/DKMEHT OJHOYACHO € 1 SBHUIIEM, i TPOIECOM, OCKUIBKH Tiependadae sk GpopMyBaHHS CYTHOCTI
cTparerii MiANPUEMCTBA, Tak 1 I peamizaiito — mporec. ToOTO cTpaTeriyHuil MEHEIKMEHT €
pallioOHaIBHUM TiJXO0JIOM J0 YIPaBIIHHS MiAMPUEMCTBOM, SKUH BapTO PO3MNIAJIATH SK MOCTIHHUH
MIPOIIEC OIIHKKM 1 yNpaBIiHHA MisUIFHICTIO KOMIAaHii, raimy3i, B SIKiii BOHA MpaIoe, miJieil Ta cTparterii
ICHYIOUHX Ta TIOTEHIIIHHUX KOHKYPEHTIB, IO Iependadac HEOOXiAHICTh 3IIHCHEHHS PEeryJspHOTO
nepersity oOpaHuX CTparteriii Ta aHami3 ix peamizarnii [17, c. 164-165].

JloCHUTh JOWIIBHUM € TaKOX TBEPIUKEHHA 3. ['alyInku, Mo «cTpaTeriyHe ynpaBiIiHHS MOXKHA
BU3HAYUTH SIK JiSUTBHICTB, IO TPYHTYETHCA HA CTPATETiuHIN OpieHTalii SK KOMITOHEeHTi (imocodii
MiANPUEMHULITBA Ta MAa€ CIPSIMOBAHICTh HA JOCSTHEHHS LIJLOBUX OPIEHTUPIB Y MEPCIEKTHUBI,
3a0e3MeYeHHs] KOHKYPEHTOCTIPOMOXHOCTI, CTIHKOCTI KOHKYPEHTHHX MO3HIIH Ta IOBrOTPHBAJIOrO
yCHixXy mianpueMcTBay. OCOOIMBOCTSIME CTPATETiYHOTO YIIPABIiHHS aBTOP BU3HAYAE « ... BIICYTHICTh
HaJAMIpHOT JieTai3allii PO3MOPSIHUITBA, CHMOI03 IHTYIII 1 MHCTEITBA BHIIOTO KEPIBHUIITBA;
THYYKICTh TUIAHIB; BIJICYTHICTh YHIBEPCAIBHOCTI pillieHb; MOTpeda y BIAMOBIAHUX OpraHi3alliiHUX
migpos3ainax. Kpim toro, crparerivHoMy yIpaBIlliHHIO IPpUTAMaHHUN TiANPUEMHUIBKAN (320X0YCHHS
1HIIIaTUB, 3a0€3MeYeHHsT TBOPYOTO IMiIXOAY, 3aB3ATICTh), iHTErpaniiHuil (30alaHCOBaHUN PO3BUTOK
MOTEHITI Ty, KOMIIETEHIIi}) Ta iIHHOBaLiiHMIA (CTUMYJIFOBaHHSI HOBOBBE/IEHB, HOBATOPCHKOTO MiAXOY)
XapakTep». ABTOp TaKOX BJajO MIiJKPECIIOE, IO «YCIIIIHE JOCATHEHHS CTPATeTiYHUX IIiIeH
MiAIPUEMCTBA 3a0€3MEUYEThCS 32 YMOB YiTKOi KOOPAWHAII MisIIBHOCTI BCIX HOTO  CTPYKTYPHHX
MiIPO3MIUTIB Y CHUCTEMi CTpAaTErivHOro YIpaBiIiHHA Ta eQEKTUBHOTO BHUKOPUCTAHHS HOTO
MOxIHBOCTEI» [18, ¢. 23-24].

JInst KOpEeKTHOro aHaji3y Ta BHPOOJEHHS TMPOMO3MILINA I0J0 KOHKYPEHTHOI MOJeli
CTpaTErivHOr0 YIpaBIiHHS MPOMOHYEMO 3a3UPHYTH «3a Kymicu» [19], TOOTO po3ristHeMO OCHOBHI
MiIXOJM IOJI0 PO3YMIHHSI CYTHOCTI CTpaTerii Ta CTpaTeriyHoOro ympasiiHHsA. HaykoBa miteparypa
BUALIA€ 10 OCHOBHHUX IIKIT:

kona nu3aiiHy — NPEACTAaBHUKH SKOI OTOTOXHIOIOTH CTpaTerito Ta cTpaTeriyHe
VIpaBIiHHSA i3 TpolecOM OcMHUcIieHHs. [JlaHui miaxix 3rogoM OyB B3SITHH 32 OCHOBY TOCTYJATIB
IHIIMX IIKiJ, @ OJHUM 13 BU3HAYAIBHUX JOCATHEHBb LILOTO HAmpsMKy ctano BBeaeHHs SWOT-anamisy,
SIKUIA YTBEPIIMBCS SIK OJIMH 13 METO/IIB aHAIITUYHOTO 3a0€3MeUeHHS CTPATETiYHOrO YIPABITIHHS Oi3HECOM.

[Ilkona mIaHyBaHHS — MPEJCTABHUKU SKOI OTOTOXKHIOIOTH CTpPATETil0 Ta CTpaTeridHe
yhOpaBiiHHSA 13 (opMaTbHUM MOPOLECOM. 3HAYHUM JAOCSITHEHHSM IIKONIH OyJno pPO3MeKyBaHHS
(BBeIEHHsI) CTpATEriyHOrO YIPAaBIiHHS Ha JOBrO-, CEpelIHBO- Ta KOPOTKOCTpoKoBe. [Ipore HammipHa
dbopMmaizaiiisi, aBTOMaTU3M MiIXO0/IB, OIOPOKPATH3M, BiIKHIAHHS BaroMOCTI NMPAaKTHYHOI CKJIa{0BOI
JisUTbHOCTI Oi3HECY BHECIH HETaTHBHY JICTITY B MIPAKTHYHE BU3HAHHS BUKOPUCTAHHS JAHOTO MIIXOY.

[Ikosa MO3MIIOHYBAaHHS — MPEICTABHUKHM SIKOI OTOTOXHIOIOTH CTPATETIiI0 Ta CTpaTeriyHe
VIOpaBIiHHSA 13 aHAIITHYHUM mporiecoM. I[llkonma BHecla BaroMy JIeNITY B PO3BUTOK HAayKH
CTpATETIYHOTO YTMPAaBIiHHS, HAJABIIA OJHY i3 KJIIOYOBHX pOJIEH B JAHOMY TPOIECI aHATITHIHOMY
3a0e3neueHHI0 Oi3Hecy iHpopMariiero. [IpoTte oOMexeHICTh (TeHETH3M) CTpaTerii, IMAa0IOHHICTh i
(hOpMaIbHICTh MPOIECIB CTPATETIYHOIO YIIPABIIIHHSA CTaM HETaTHBHOKO PUCOIO IIBOTO MiAXO0IY, TOMY
y YMCTOMY BHTJISI HOTO HEAOLIJIBHO BUKOPUCTOBYBATH B CYJaCHHUX peaisix.
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lkona miagNpUEMHUITBA — MPEICTABHUKHU SIKOI OTOTOXXHIOIOTH CTPATETIIO Ta CTpaTeriyHe
VIOpaBIiHHSA 13 TIpPOIlecOM TmepemdadeHHs. MoKHa CKa3aTH, IO JaHa ImKojla € (DaKTHIHO
OCHOBOIIOJIO)KHUKOM IIOYaTKy BUKOPHCTAHHSI MOHATTS THYYKOCTI Oi3HeCcy y cCTpaTeriyHOMY
ynpaBiiHHI. Benwka ponb TakoX BiABOAWIIACS IHTYITUBHOCTI CTpaTETiYHOTO YMpaBIiHHS Ta
CTUMYJIIOBAaHHIO imeiHocTi. [IpoTe HEraTnBHOIO CTOPOHOIO IFOTO MIAXOAY, Ha HAIIy OYMKY, €
MepeOUTbIIEHHST PO KepiBHUKA Y CTpPATeTiyHOMY YIPaBIiHHI, apKe MaHWN TMpoIec HE MOXKe
BUKJIFOUATH y4acTi TAKOXK IHIIMX JaHOK YHpaBIiHHS Ta Oe3MocepeHb0 MEPCOHaTY.

KornitTnBHa mKONa — TMPEACTABHUKH SKOI OTOTOXKHIOIOTH CTpPATETil0 Ta CTpaTerivyHe
VIIPaBIIHHAS 13 MEHTAILHAM TIPOIIECOM. BBOAWTHCS BUKOPUCTAHHS KapT, KOHIIEHIIH, CXeM Ta GppeiMiB
B ynpaBiiHHa 0i3HecoM. [IpoTe mpeacTaBHUMKM IIKOJIM iHIMIIOKTH BiIXiJ Bif aganrariii Oi3Hecy 10
3MiH 30BHILIIHBOTO CEPEAOBHILA, L0 HEraTHBHO BIUIMHYJIO HA IEPCIEKTUBHICTH MPAKTHYHOIO
PO3BUTKY LbOTO MiAXOMY.

[lkona HaBYaHHS — MPEICTaBHUKU SIKOi OTOTOXXHIOIOTH CTPATeril0 Ta CTpaTeridHe
YOpaBJIiHHSA 13 HpoumecoM pO3BUTKY. lIO3WTHBHMMHM XapaKkTEpUCTHKaMHU IIKOJIM € CTpaTeriyHa
IHIIIATUBHICT, Ta HASABHICTh PETPOCHEKTHBHOIO MUCICHHS. [IpoTe HEraTMBHUMH pHCAaMH ITHOTO
MiAXOAY CTaqd HaAMIpHHH TEOpPETH3M Ta BIAKHIAHHS MPAKTUYHOI CTOPOHW MAisUTBHOCTI Oi3Hecy.
BBaxanmocss HOpMOIO, 10 CTpaTeridyHe ympaBliHHA Oi3HecoM OyayBajiocs yNpaBliHISIMU-
TEOPETHUKAMHU, 3 YUM MH KaTErOPHYHO HE 3TiJIHi.

[kona Bnagy — NPEACTaBHUKH SKOI OTOTOXKHIOIOTH CTPATETiI0 Ta CTPATEriuHe YIpaBIiHHS
13 MpoIiecoM BeZICHHS TIeperoBopiB. [I03UTHBHOIO PUCOI0 JaHOTO MiAXOAY € HaJaHHS BETUKOI yBaru
MPAaKTUYHIA CTOPOHI BeNeHHs Oi3Hecy Ta HOro MaHeBpEHOCTi. 3 iHIIOI CTOPOHHW MpeICTaBHUKAMHU
IITKOJTM  HETOOIIHIOETLCS POJIb Oi3HEC-KYJIbTYPH Y CTpaTeTiuHOMY YIIpaBIiHHI, HasBHWHA BHCOKHI
piBEHb OIOPOKpATH3MY.

Ikona KyJabTypu — MPEICTABHUKU SIKOi OTOTOXXHIOIOTH CTPATeril0 Ta CTpaTeriyHe
VIIPaBIIHHSA 13 KOJEKTHBHHUM TIpoliecoM. Ha BiaMiHy Bix momepeaHboi MIKOIN, TaHUK IIIXiJ BEIHKY
yBary 3BepTa€ Ha KyJbTypy Oi3HECY, CTHJIb MUCJICHHS Ta aHaJli3y, a TAKOX 3HAYHE MICIIE BiJIBOJUTHCS
Teopii pecypcHOi 6a3u i cTpaTeriyHiii MaHeBpEHOCTi. J[0 HEraTMBHUX PHC IIKOJIM MOKHA BiJHECTH
HEY3IOJPKEHICTh TO0JI0KEHb, @ TAKOXK HAMIPHY «TOHUTBY» 3a 3MiHAMHU.

[IIkona 30BHINIHEOTO CEpPENIOBHINA — TMPEICTABHUKU SIKOi OTOTOKHIOIOTH CTpaTerilo Ta
CTpaTeriuHe YNpaBliHHS 13 PeakTUBHUM mpouecoM. lIpencTaBHUKM AaHOTO MiAXOAY 3HAYHE Micle
HAJAr0Th Teopii CUTyaliiHuX (PaKTOpIB y CTpaTeTiyHOMY yTpaBiiHHI. [[poTe HeraTUBHUMH prcaMHu
BOTO MiJXOAY € HaJaHHS KJIFOUYOBOI PONi y CTpaTeridyHOMY YIPaBJiHHI BIUIMBY 30BHIIIHIX 3MiH,
MacUBHA POJIb KEPIBHMIITBA B YIIPABJIiHHI 013HECOM Ta Jiesika 0€3aIbTePHATUBHICTD Y JisTIbHOCTI.

Ilkona xoH(iryparmii — MpeacTaBHUKHA SKOi OTOTOXHIOIOTH CTPATETil0 Ta CTpaTeriyHe
yIpaBIIiHHA i3 TpollecoM TpaHcopmarlii. JJaHuii MiIXig y cTpaTerivHOMY YIPaBIiHHI CITIUPAETHCS HA
KOHIICTILIIFO HUTTEBUX IUKIIIB OpraHizailii, To0To ()akTU4YHO Oi3HEC MOPIBHIOETHCS 13 KOH(Iryparli€ro
a00 13 meBHUM HAaOOPOM CKJIaJJOBUX YACTHH, SIKA XapaKTEPU3Y€EThCS LUKIAMU CTAOUIBHOTO PO3BUTKY
Ta TpaHchopMarliiii. Takok NMPeICTaBHUKU IIKOJM BITAlIOTh JCJICTYBaHHS NOBHOBAKCHb SK OIMH 13
NPOIIECIB CTPATETIYHOTO YIPaBNiHHA. HeraTMBHHMH prcamMH bOTO MiJAXOAy € TOPIBHSHO 3HAYyHA
¢dopmarizanist Oi3HEC-POLECiB, KOPCTKA BEPTUKAIBHICTD YIPABIiHHS, IEBHOIO MIpOIO irHOpYBaHHS
3aca] KOHKYPEHTOCIIPOMOXKHOCT] Ta KOHTEKCTHICTh IOHATH.

3rajaHi MiAXOMW JO 3IIMCHEHHS CTPATETIYHOTO YIPaBIiHHA MalOTh MICIe 1 Yy CydacHOMY
HiANPUEMHHULIEKOMY TpocTopi. IIpoTe GinbIIicTs 3 IMX MiAXOAIB € HAATO «HPAMOTIHIKHUMHY», TOOTO
30Cepe/KEHMH Ha BpaxyBaHHI y CTpaTeriYHOMY YIpPaBIiHHI KUIBKOX KIIIOYOBUX (HaKTOPiB,
ITHOPYIOYH KOMIUIEKCHICTh Ta JWHAMIYHICTh MIAIPUEMHMIBKOI JisibHOCTI. Cepen 3rajaHux
MiIXOJIB, HA HAIy JyMKY, HAiOLIBII BATOMUM € TMOJIOXKEHHS IKOJINM KOH(DIrypariii, siki 3a sSIKiCHOTO
JIOTIOBHEHHSI ITPOTAIMH MOXKHA IHTEPIIPETYBATH IO YMOB Cy4acHOT €eKOHOMIKH.

[IpoananizyeMo TakoX HAMOULIBII Baromi, Ha Hally AYMKY, MiJIXOAH HAYKOBIIB MOTOYHOTO
CTOpiuYs Ha cTpareriuHe ympapniHHA. Tak, Ha nyMmky l. PallkoBChKOi MiJXOMW IO CTpaTeriyHoro
YIpaBJIiHHSA MOXHA MOIUIATH Ha: MPOLECHUNA — KOJIM YIPABIiHHA 3iHCHIOETHCS 3 METOIO 3/11HCHEHHS
MICii miIMpPHEMCTBA 3a JONOMOTOI B3a€MOJIl HOro i3 30BHIIIHIM CEPEIOBHINEM; MITOBHI — HaOIp
pitieHb 3 (OPMYJIIOBaHHS 1 BUKOPUCTAaHHS e(QEKTHMBHHUX CTpaTerii, 3 METOH IOCSITHEHHS
JOBTOCTPOKOBHUX IIiJIEH MiANMPUEMCTBA; KOMIUICKCHUI — peai3allisi yIpaBIiHCbKHUX PillleHb Ha OCHOBI
BUKOPHUCTAHHS CTpAaTeTii MiAMPUEMCTBA 3 BpaxXyBaHHIM MOIJIMBOCTEH 11 TUHAMIYHOTO OHOBJIECHHS, IO
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3a0e3rneuye KOHKypeHTHi repesaru [15, ¢. 109]. 3 inmoi croponu, H. fimkiHa akTyalbHUMU B yMOBax
CHOTOJIEHHSI BBa)XKA€ TakKi MIAXOAW IO CTPATEridHOTO YIMPABIIHHSA: CHCTEMHHH — SK CYKYITHICTB
B3a€EMOIIOB’ SI3aHUX €JIEMEHTIB; IMPOIECHUN — K ITOCIIOBHICT pealtizallii Aiif mporiecy; cuTyariitHuit
— SIK BpaxyBaHHS CyKymHOCTi MoxnuBuX o0ctaBuH [20, c. 210]. JIONOBHIOIOTH L0 TYMKY TaKOX
npociimkennss M. Xapuernko [21, ¢. 158]. JlocmipkeHHS JaHUX aBTOPIB € JOCUTH JOLUIBHUMHU, JEII0
CXOXI J0 3araJbHUX IMIXOIIB YIPaBIMiHHSI Oi3HECOM, IIPOTE HE MOXKEMO IOTOIUTHCSA 3 THUM, IO y
TPaKTYBaHHI CYTHOCTI CTPATEriuHOrO YIMPaBIiHHSA POOUTHCSA AaKICHT JIUIIC HA JIOBIOCTPOKOBOCTI
CTpATETIYHOTO YIPaBMiHHS, iITHOPYIOUN HEOOXiIHICTh 3/1HCHIOBATH CTpATEeTiYHE YIPaBIiHH TaKOX B
CepeHbO- Ta KOPOTKOCTPOKOBHX IEPIOAAX.

Baromnmu € nampamoBanHs M. KoBaneHko, sSKuWid TIpoaHai3yBaB Ta CHCTEMAaTH3yBaB
MiAXOAW O CTPATETiuHOrO YIPAaBIiHHA, SIKi CPOPMYBATUCS HA TIOYATKy LBOTO CTOMTTA [22, c. 195-
196]. 3okpeMa, aBTOPOM BHAUICHO TakKi MITXOOW: IIMKOJA peaJbHUX BapiaHTIB — TOCIHIIHKEHHS
MMOEMHYIOTh HAyKOBI HaIpaIfOBaHHs IMKUI-TIOTICPETHUKIB, CIPSIMOBaHI Ha TOCTIHHI TONIyKH
VHIKQJIFHOTO CTPATEriuHOrO PIllICHHS, CTPATEerisl YTOTOXKHIOETHCS 13 mopTdoiio BapiaHTIB, MPOTEe HA
NPakTUIl ICHY€ CKIQAHICTh 3aCTOCYBaHHS IBOTO MIIXOAYy 4Yepe3 BHCOKY MaTeMaTH4YHy
MePEBaHTAXKCHICTD; MapaToKCaATBHUIN MiAXiT — CTpaTeris PO3TIIAIAETHCSA TK MHOKHHHICTh CXOXKHX Ta
MOBHICTIO MPOTHJICKHUX BapiaHTiB (pillieHb), CTpaTeriyHe YNpaBIiHHSA Oa3yeThCsl Ha JIOTIIIL,
TBOPYOCTi, CIIOHTAHHOCTi, PU3MKOBOCTI, PEQIIEKCUBHOCTi, CHHEPTii TOINO; PENSAMiHHUN maxig —
JIOTIOBHIOE TEOPII0 PECypCiB, OPIEHTYETHCA HAa CUTYAIIMHICTh, MOCIiKEHHS aKIeHTYIOTh yBary Ha
HEOOXITHOCTI y CTpaTerivyHOMY VIIpaBIiHHI TMOCTIHHOT B3aeMomii 3 IHIIMMH KOMITOHEHTaMH
VIOpaBIiHHS, MEPEKEBUH MIIXil — CXOXKHMH 10 PENALiHHOrO MiaXo[y, aje Mae Oiibll JIOKanbHE
3HAaYeHHS, AKICHTYEThCS yBara, IO iMeHTH(IKaIil0 BiTHOCHH (TOPH30HTAIBFHUX, BEPTUKAIHHIX)
IUKTY€E CTPYKTypa Mepeki TaKuX BiTHOCHH. [3 3a3HadyeHWX y MBbOMY a03alli IMIXOMiB JOCHUTH
XOpOIIOTO  pe3yibTaTy, Ha Hally JyMKy, MOXHa JOCSTHYTH 3acCTOCYBaBIIM CYKYIHICTb
MapagoKCaIbHOTO Ta PEJISIIIIHOTO MiIX0/IiB.

3arajgoM MIiAXOMW [0 CTPATETiYHOTO YIPABIiHHSA TPOMOHYEMO TPYIyBaTH 3a O3HAKOIO
KOMIUIEKCHOCTI Ta BpaxyBaHHS acIEKTiB JIsJIBHOCTI Cy0’€KTa roCIoapioBaHHs, 10 BiJ0oOpa3uMo Ta
0XapaKTepU3yeMO Ha PUCYHKY 1.

* XapakTepU3yIOThCS BIIKIIAHIM MPAKTHIHOT
o TISATRHOCTI GI3HECY, TEOPETH3MOM,
TouxoB1 mTxomm opMyIBHICTIO, MAGIOHHICTIO, OHOTACHO

PI3HOILTAHOBI 400 O€/IHYBaHi i
HETIOETHY BaHI MiK COGO0F0.

* [Ixomu: mTaHyBaHHS, TIO3HITIOHY BAaHHS,
KOTHITHBHA, HABYAHHS, 30BHIITHHOTO
cepeaoBHITa. MepekeBHil MIXII.

* [IparHyTh 0 KCKIFO3HBHOCTI HIIXO/IIB IPOTE
a00 He BPaXOBYHOTb OKPEMHX KIFOUOBHX
ITiTxomu BiTHOCHOCTI KPHTEpIiB CTPATeriyHOro YIPaBIiHHA abo0 XK €
HaATO (OPMAaTI30BAHHMHU.
* IlIxomu: au3aiiHy, mﬂnpueMHHuTBa BIIQ]TH,
Ky/I6Ty pH. CHCTEMHHI, LITbOBHIl, IIPOLIECHHUIT
miaxou. 11lkora peaTbHHX BapiaHTIB.

* AKIEHTYIOTb yBary Ha IHIHBIIYaIbHOCTI
Gi3Hecy, IPAKTHII BeJIeHHS Gi3Hecy, THyUKOCTI,
KOMILTEKCHOCTI, KPEaTHBHOCTI, TBepcHIKati,
IlamopaMHi MIXoaH TOmo. MaloTh HETOMKH, SKI MOKHA BHIIPABHTH.
* IlIxora kor¢irypamii. KommekcruiL,
CHTYaLifHHH, NIapaJOKCATbHUIT | peIsiiiHuil
HIX1]L.

Puc. 1 I'pynu nioxodie 0o cmpame2iunozo ynpaeiints OizHecom
Ioicepeno: pospobaeno asmopom
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VY [OTMOBHEHHS 10 CKa3aHOTO BapTO aKICHTYBAaTH yBary, IO YHiIBEpCaJbHOTO HAYKOBOT'O
«pemenTy» y BHUIJIAL ileabHOTO MiAXOAY IO CTPATETiYHOTO YIpPaBIiHHSA HE icCHye. MOXyTh OyTH
cthopmoBani 6a30Bi cTpaTeriyHi PIICHHS 1 IPOIIECH, SKi MOXKYTh OyTH B3ATi 32 OCHOBY CTPaTETidHOTO
yIpaBIiHHSA OyAb-SIKOr0 Cy0’€KTa TOCIOAAPIOBaHHS, ajleé BOHU 00OB’SI3KOBO MAIOTh JOIOBHIOBATHCS
IHAVBIAyalbHIMH ~eNIEeMEHTaMHd 3 YpaxXyBaHHSIM OCOONHMBOCTEH KOXXHOTO Oi3Hecy, 30KpemMa
MPaKTUYHUX AaCMEKTIB Ta KYJAbTYpH MIiSUIBHOCTI CyO’e€kTa TocmomaproBaHHs. JIOIMiIBHICTE
BUKOPUCTAaHHS TOTO YH IHIIOTO CTPaTEriYHOro HaOOpy pilleHb i MPOIECiB 3aEKHUTh TAKOX BiJ
BeNMWYMHU Oi3Hecy. SIKImo MM TOBOpHMO NP0 JOMOTOCHOJApPCTBA, IO 3IIHCHIOIOTH mpsiMe abo
OTIOCEPEIKOBaHE YIPABIiHHS MIANPHEMHHUIBKOIO MisUTBHICTIO, TO CYO’€KTH TOCIOIapIOBaHHSI
BEJIMKOTO Ta CEPEeIHBbOro Oi3HECY B OCHOBHOMY XapaKTEpU3YIOThCS MacIITa0OBaHMMH IIPOLECAMHU
CTpaTETiuHOTO yIpaBIiHHsI, aJKe Y iX apceHalli MacIITaboBaHi piBHI CTpaTerii ynpasiiHHs Oi3HECOM.
B cBoro uepry, cepenniit 6i3Hec 3a HEOOXiTHOCTI MOKE BUKOPHUCTOBYBATH ab0 CKIIaHI abo crpomieHi
MPOIIECH CTPATETiYHOTO YIpaBIiHHA. A MamoMy Ta MikpoOizHecy (POII, mam migmpreMcTBa,
camo3aiiHiTI ocoOu, mignpueMii ©Oe3 peecTpaiii TOMIO), OCKIIBKM BOHM HE XapaKTEPHU3YIOThCS
MacITabOBaHICTIO PiBHIB CTpaTETii, AOIIIFHO BUKOPUCTOBYBATH CIIPOLICHI CTPAaTEriuHi MPOIEeCH.

BucHoOBKH i mnepcneKTHMBM NOAANBIIMX AOCTIIKeHb. 3a pe3ylbTaTaMHd IPOBEAECHOTO
JOCHIDKEHHS TPOTIOHYEMO JIOTIOBHEHE aBTOPCHKE BU3HAUYCHHS MOHSTTS «cTpareris». [lix crparerieio
JOLITBHO PO3YMITH IHTETPOBaHMN KOMIUICKCHHN HaOip pillleHb, SIKi HA KOPOTKO- Ta JOBTOCTPOKOBY
MIEPCIIEKTUBRY: Bi0OpakaroTh MparHeHHs Oi3HECY 10 MEepeMOTH Ta CIIOCOOH ii TOCATHEHH:I, TI0Je TPH,
KITFOYOBI KOMIIETEHINI Ta CHCTEMYy OIUIaTH Tpall; 3a0e3meduyroTh IO3WI[IOHyBaHHS KOMIIaHIT Ha
PUHKaX; KOOPIUHYIOTh IMOBENIHKY Oi3HeCy y IMpOCTOpi; 30pi€HTOBaHI HAa CTBOPEHHs YHIKaJbHOI
IIHHOCTI 1 CTIWKOi IepeBard HaJ KOHKYPEHTaMH; MalOTh BPaXOBYBATH IPOTHO3HHN KOMITICKCHHMA
BIUTMB (aKTOPIB 30BHINIHROTO Ta BHYTPIIIHHOTO CEPEAOBHUIN;, MOXYTh Ta ITOBHHHI IEPiOJUIHO
neperisnatics (YTOYHIOBATUCS, 3MIHIOBATHCS), a iX TOJOBHUM IIPU3HAYCHHSIM € 3a0e3MedYeHHs
JIOCSITHEHHSI Micii Ta 1iJiei Oi3Hecy.

[lix crTparerivHUM yYTIPaBIiHHSAM TIPOMOHYEMO PO3YMITH KOMIUIEKCHHH TIPOIEC YIIPABIiHHS
0i3HECOM Yy KOPOTKO- Ta JIOBIOCTPOKOBIM MEpPCHEKTHBI MO0 IUIaHYBaHHs, OpraHisallii, peryioBaHHS,
KOHTPOITIO, IHHOBAI[ITHOTO Ta THYYKOTO PO3BHUTKY JISUTBHOCTI Cy0’€KTa TOCIIOJAPIOBAHHS, IO JIO3BOJISE
KOPEKTHO OyIyBaTH Ta KOMIIOHYBaTH HaOip pillieHp MO0 MparHeHHS 0 MEePeMOrH Ta CHOcoOiB ii
JIOCSITHEHHSI, TIONISl TP, KIIFOUOBMX KOMIIETEHINIM i CHCTEMH OIUIaTH Tpalli, rependavac iHTepBaIbHY
OIL[IHKY OTPHMaHUX pe3yJNbTaTiB Ta KOPUTYBAaHHS CTPATErivHOl TOBEIHKH Y MPOCTOPi, BUTIITHO
TIO3UITIOHYBATH Oi3HeC Ha PUHKY, e(PEeKTUBHO 33/1iATH y Oi3HEC-TIPOILIEC YCi PiBHI YIPaBIiHHSA (IisLTBHOCTI),
CTBOPUTH YHIKaJIbHY LiHHICTb Ta JOCSITH BHCOKOI KOHKYPEHTOCIPOMOXKHOCTI, BAJIO MO3WIIOHYBAaTH
0i3HEC Ha PUHKAX, 110 Y MiJICYMKY 3a0€3Me4nTh JOCSATHEHHS IIOCTABJICHUX IIiJIeH Ta 31CHEHHS MICI.

3BepTaeMo yBary, 0 y BU3HAYCHHI TIOHATH «CTPATETisH» Ta «CTpaTeriuHe ynpapiIiHHD)Y HAMH
aKLEHTOBAHO yBary Ha iX JOBIO-, CEPEAHBO- Ta KOPOTKOTEPMiHOBOCTI. Lle MOsiICHIOETBCS THUM, IO
0araTo HayKOBIIB Ta MPAKTHKYIOUWX KEPIBHUKIB BBAXKAIOTh, IO CTPATETIYHE YIPABIiHHI Ma€ MicCIle
JIMIIE y JOBFOCTPOKOBOMY ITUIAHI, @ MMOTOYHE yNPaBIiHHS 31HCHIOETHCS Xa0TUYHO, a00 K HaBIIAaKW —
110 CTpaTeriuHe YIpaBiIiHHSI MOXJIMBO 3aCTOCYBATH JIMIIE Y KOPOTKOTEPMiHOBIH nepcrekTusi. OqHak
e He Tak. Skmo Oi3Hec cTaBUTH Tiepe]] cOOOK TEeBHI I (MiCif0), TO CTpaTeris i 3MiHCHEHHS
CTpPATETIYHOTO YIPABIIHHS SK B KOPOTKO- TaK 1 B JOBrOTEPMIHOBIH IEpCHEKTHBI IMOBUHHI OyTH
CTIPSIMOBaHUMH Ha iX JIOCSATHEHHS. bi3Hec He MOBUHEH OYiKyBaTH MEBHOI Oi3HEC-TTOJIT ISt MPUHHATTS
pillieHb, a Mae PO3yMITH KypC CBOT'O PO3BUTKY Ta OyTH rOTOBHM €(eKTHBHO (B TOMY YHCJi 3aBYaCHO)
pearyBaTH Ha 3MIHU CEPEIOBHINA 1 IPUHAMATH SIKICHI PIIEHHS JIJIs1 3MIHCHEHHS JisTIbHOCTI.

3 METOI0 MOJAIBIIMX HAYKOBUX JOC/IIPKEHb CTOCOBHO CTpaTerii Ta 3MiHCHEHHSI CTPAaTEriuHOro
VIOpaBJIiHHSA JOLUJIBHO TAaKOX IPOBECTH aHali3 Ta akTyalbHY 1 JOLUIBHY B YMOBax Cyd4acHOl
E€KOHOMIKHM Kiacu(ikalilo piBHIB Ta Pi3HOBUIIB CTpaTerid, a TaKoX JOCHIJUTH Ta 3alpONOHYBaTH
0a30By MOJIENIb CTPATEITYHOTO YIPABIIHHS CydacCHUM Oi3HECOM.
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