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Enterprise management system analytical tools

Abstract. High-quality information and analytical content can be used as a basis for making optimal and
informed management decisions by analysing the impact of factors on business efficiency, which will allow us to explore
the weaknesses of an enterprise and plan the directions of its strategic development. The study aims to provide a scientific
synthesis of theoretical aspects and outline practice-oriented approaches to organising analytical support for the management
system at an enterprise. The following methods were used: theoretical aspects were analysed using the generalisation,
systematisation and grouping methods; the use of statistical analysis and business process modelling methods for the needs
of enterprise management was analysed; the components of Data Science analysis were considered; the main material was
presented using the descriptive method. Analytical tools of the enterprise management system were analysed. The emphasis
is placed on the procedures of statistical analysis and modelling of business processes, application of Data Science tools
and visualisation methods. The external and internal sources of information for the needs of enterprise management are
allocated. Varieties of analytical tools that contribute to understanding the essence of problematic issues and determine
the search for optimal and reasonable management decisions are presented. The SWOT-analysis matrix as an instrument
for optimal combination of information modelling methods, analytical procedures and visualisation of the analysis results
is presented. The need to use IT tools to improve the quality of the results of analytical procedures is emphasised. The
expediency of developing analytical tools for the needs of optimising the enterprise management system using Data Science
technology is substantiated. The advantages of using Big Data for making management decisions are determined. The
components of Data Science analysis in the enterprise management system are allocated. The possibility of solving business
problems or determining the enterprise development strategy by structuring and visualising a large array of data to identify
patterns of enterprise development is emphasised. The tools of analytical support for the needs of organising the system of
economic security of enterprise are generalised. The practical value of the work lies in the fact that an algorithm of actions
for organising analytical support of the management system at an enterprise is proposed
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INTRODUCTION

An effective management system at an enterprise should be
built on the use of optimal tools. One of the ways to optimise
the management system of a business entity is to apply an-
alytical procedures that will help to obtain high-quality and
timely information content to prevent risks in the internal
business environment. Analytical tools allow for the identi-
fication of problematic aspects of the enterprise’s activities,
assess the impact of factors, and develop directions for elim-
inating the negative impact of factors with further develop-
ment of a development strategy. Interpretation of the results
of the performance analysis helps to improve the efficiency
of the management system at the enterprise. Scientists pay
attention to research on the use of IT technologies in man-
agement decision-making. Analytical IT tools should be ap-
plied to a sufficient amount of qualitative and operational in-
formation, which will allow to effectively integrate research
results into the management process at the enterprise.

I. Khvalchyk & L. Voloshchuk (2020) emphasise the
importance of an adequate response of a business entity to
market requirements, changing business environment, and
customer requests. According to the scientists, such a reac-
tion is possible in the presence of high-quality information
content and its reasonable analysis. S. Skochylias (2019)
emphasises that information content serves as the basis for
further analytical procedures to study trends, the impact of
factors, the interconnection of these factors and their im-
pact on the cost structure of a business entity. The expert
also notes the need for constant, prompt, and systematic
analysis of information on the activities of the enterprise,
which will allow timely response to negative trends and
support positive changes in business processes.

Zh. Kononenko et al. (2020) agree that high-quality
information and analytical content should be the basis of
the management process at the enterprise, starting with
the development and planning of management actions.
P. Putsenteilo & O. Humeniuk (2019) note that external
and internal information should become the basis for the
management system of an enterprise and be integrated into
the management process as a whole.

Scientists consider Big Data analytics to be an effec-
tive tool for the management decision-making system at
an enterprise. For instance, V. Lysak (2020) considers the
structure of the decision-making system by levels of en-
terprise management, describes the impact of factors on
management actions and identifies areas for improving the
efficiency of the decision-making module as part of an in-
tegrated enterprise management system. In particular, the
scientist summarises and describes the main stages of the
management process, where each of the presented stages
can be performed using IT tools.

According to O. Halan et al. (2022), the sustainable de-
velopment of a business entity can be ensured by high-qual-
ity analytical tools. In particular, the authors assessed the
advantages and identified threats in integrating Big Data
tools into the management system of an enterprise, in par-
ticular in terms of applying an innovative approach to the

formation of the required level of economic security of an
enterprise.

O. Balabanov (2019) investigated the fundamental
provisions of analytics of a significant data set. The author
summarised the aspects of integrating analytical proce-
dures into the digitalised management system of a business
entity by applying the proposed sequence of analytical ac-
tions and also announced further research on the review of
analytical procedures in the field of Big Data.

O. Chubukova et al. (2020) noted current trends in the
development of machine learning as a component of Data
Science. In their research, the scientists analysed the pecu-
liarities of the dissemination of Data Science technologies
employing specific digital tools that allow obtaining the
necessary amount of operational information and conduct-
ing its in-depth analysis available for optimising the man-
agement decision-making process. Scientists emphasise
that the use of a set of Data Science algorithms (in the ex-
ample of the banking sector) can ensure an increase in the
efficiency of risk modelling by employing specific digital
tools and relevant IT products (specialised programming
languages such as Python and R, quantitative machine
learning methods, neural networks).

I. Radionova & Ya. Fareniuk (2021) define Data Sci-
ence tools as the most relevant for analysing the economy
of uncertainty. Using specific examples, the authors sum-
marised the capabilities of Data Science in the manage-
ment decision-making process. In particular, the research-
ers concluded that the use of Data Science tools allows
for assessing the impact of factors on processes and phe-
nomena, uncontrollable chaos of events, and unexpected
combinations of tools. Similar conclusions were reached by
L. Chagovets et al. (2020), who assessed the development of
Ukrainian regions using the above tools.

The external business environment creates both oppor-
tunities and threats that need to be considered. The study
aimed to analyse an effective management system and the
required level of economic security for the formation of a
business entity’s development strategy.

MATERIALS AND METHODS
The informational basis of the study includes scientific ar-
ticles of Ukrainian and world experts on the issues of an-
alytical support of the management system at enterprises,
fundamental research of individual specialists, as well as
the authors’ achievements in the course of scientific and
professional activities. The study was conducted in the con-
text of a systematic approach, which allowed the analysis
of theoretical aspects and outline of practice-oriented ap-
proaches to organising analytical support of the manage-
ment system at an enterprise. In particular, the theoretical
developments of scientists on the management process at
an enterprise were systematised. In general, the works of
Ukrainian specialists were chosen as the basis for generali-
sation. The method of grouping allowed the formulation of
the basic requirements for the process of making optimal

Economics, Entrepreneurship, Management, Vol. 10, No. 2 ﬂ
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and reasonable management decisions. The works of inter-
national experts contributed to the experience of entrepre-
neurs response to the challenges of the modern business
environment. The authors’ opinions were presented as re-
search results using the descriptive method. In particular,
the sources of information for optimising the management
process were identified, the tools of statistical analysis for
management needs were presented, and the methodology
for information modelling of business processes was speci-
fied. The article summarises the opinions of scientists on the
advantages and components of Data Science analysis. The
method of logical and consequential connection provided
an opportunity to develop practice-oriented approaches to
building high-quality analytical support for the process of
making optimal management decisions.

The analysis of the studies also contributed to outlin-
ing the directions of integration of the world experience of
business management into the current realities of Ukraini-
an business entities. In particular, developments of Ukrain-
ian scientists were used to identify the main principles of
optimisation of analytical support of the process of making
managerial decisions at an enterprise. The study was based
on the scientific works of Ukrainian scientists to develop
proposals on the specifics of entrepreneurial activity in the
context of modern business requirements and regulatory
policy in the country. These information sources in the
field of regulatory and legal support for business entities
registered in Ukraine will allow them to act effectively
within the framework of legislation even when conducting
international activities.

The study deals with interrelated scientific areas, in
particular, the problems of information and accounting

support of business entities, business analytics of economic
processes, aspects of the management process at the enter-
prise, as well as computer data processing. The knowledge
and skills in the field of financial and statistical accounting,
basics of enterprise reporting, statistics and analysis of eco-
nomic activity, enterprise management, information tech-
nology, and research methodology were used. This research
area provided a basis for the expediency of broad applica-
tion of Data Science technology to develop optimal man-
agement solutions for the needs of the strategic and tactical
development plan of a business entity. To visualise the re-
sults of the study, tabular and graphical methods were used.

RESULTS AND DISCUSSION
Information sources for management needs can be distin-
guished according to external and internal factors (Fig. 1).
O. Sytnichenko (2021) notes that the protection of infor-
mation content should be the object of attention of state
authorities in the context of regulatory and legal regulation.
The management system of a business entity should be
built on the current regulations on the regulation of busi-
ness processes, and the formation of accounting content as
a reliable source of information for the needs of making
optimal and timely management decisions. Modern scien-
tific research will help specialists integrate innovative tools
into the management process of a business entity. Consult-
ing organisations, including audit firms, can provide expert
assistance in developing and arguing for the optimal tools
of the business management system. Prompt and accurate
information will make it possible to build an effective busi-
ness development strategy and ensure the required level of
economic security for a business entity.

[ Sources of information for enterprise management needs ]
[ External ] [ Internal ]
Laws of Ukraine, Resolutions of the Cabinet Accounting system at the enterprise - financial

of Ministers of Ukraine, official statistics,
data from international sources, research
data, data from consulting organisations

statements, statistical reports, tax reports, auditor's
report, enterprise development strategy plans, orders
and instructions of the head

N

/

YT

[ Information support of the enterprise management system ]

Figure 1. Sources of information for enterprise management needs

Source: developed by the authors

As noted by I. Yaremko (2022), the basis for manag-
ing business processes is accounting and analytical data.
This opinion is also shared by O. Polishchuk & V. Melnyk
(2022), noting that the effectiveness of information and

analytical support depends on accounting information that
affects the financial and economic security of an enterprise.
I. Khvalchyk & L. Voloshchuk (2020) note that the provision
of operational analytical information can ensure informed

Economics, Entrepreneurship, Management, Vol. 10, No. 2



O. Chernetska & D. Chernetskyi

management decisions. Zh. Kononenko et al. (2023) note the
need to have IT skills to fully use accounting information
for its analysis, which will allow to establish management
actions and monitor their effective implementation. The au-
thors of this article agree with the conclusions reached by
the following scholars. O. Mykoliuk & V. Bobrovnyk (2021)
note that nowadays any business is closely related to the de-
velopment of digital processes. This opinion is also shared by
P. Putsenteilo & O. Humeniuk (2019), noting that without
IT solutions, it is impossible to process available information
resources quickly and efficiently. Software products available
in the modern IT environment allow for improving the qual-
ity of the results of analytical procedures.

The quality of the information content of a business
entity depends on the construction of the accounting sys-
tem. All accounting data are summarised in the financial,
tax and statistical reports of the business entity, which are
the basis for applying analytical procedures to develop op-
timal management decisions. The statistical reporting of an
individual business entity becomes a component of the sta-
tistical data set of a region, industry, country, or the world.
It is this array that is also of interest to management sys-
tem specialists, but at the same time requires an innovative
approach, modern digital tools, and skills. N. Khorunzhak
et al. (2019) emphasise that even the automated accounting
process does not fully implement the function of control
and analysis, which limits the capabilities of managers in
information modelling of business processes.

V. Nekhai & V. Nekhai (2020) formulated the concept of
high-quality information support of the management sys-
tem at an enterprise as a set of methodological techniques
for systematising data, analysing them, and effectively and
comprehensively interpreting the results of the analysis un-
der the influence of factors that will ensure optimisation
of management decisions and their effective implementa-
tion. A large number of scientists are expanding the tools
for analytical support of the economic security system of
an enterprise in the strategic and tactical aspects. In par-
ticular, experts distinguish the tools for analytical support
of the enterprise management system in terms of tactical
and strategic planning, the tactical tools include “relevant

analysis, operational analysis, margin analysis, CVP
analysis, operational pricing”. At the same time, the stra-
tegic plan, according to scholars, should be based on such
tools as “investment analysis, strategic analysis, strategic
pricing, life cycle analysis, business process mapping, ABC
analysis, SWOT analysis” (Putsenteilo & Humeniuk, 2019).

According to T. Suhak (2018), accounting information
is an important resource, but it is necessary to consider
modern processing methods to diagnose the state of finan-
cial and economic security of the enterprise, and to iden-
tify and eliminate external threats in the process of mak-
ing management decisions. However, the authors of this
study share the opinion that analytical procedures should
be carefully planned to prevent unnecessary actions and
irrelevant information (Skochylias, 2019). I. Belousova &
T. Suhak (2019) emphasise the expediency of using mod-
ern methods of information protection for the needs of
economic security of an enterprise. This opinion is shared
by S. Lehenchuk et al. (2021), noting that credentials are
confidential information, the loss of which in the context
of the development of information technology can lead to
reputational threats and financial losses. Thus, optimising
the process of information content formation and its subse-
quent in-depth analysis is currently an important challenge
for an enterprise in the context of ensuring the required
level of economic security.

Information modelling plays an important role in the
enterprise management system. Visualisation methods in-
crease the understanding of the problematic issues and fa-
cilitate the search for optimal and reasonable management
decisions. Such a tool as SWOT analysis combines the fea-
tures of information modelling, analytical procedures, and
visualisation of the analysis results. The analysis of an in-
formation resource is necessary to identify possible threats
to management decision-making to counteract the nega-
tive impact of factors (Voroniuk, 2021). Scientists suggest
visualising the results of such an analysis in the form of a
SWOT analysis matrix (Tyurina et al., 2022). The matrix of
SWOT analysis of building information and analytical con-
tent to ensure the required level of economic security of the
enterprise through the author’s view is presented in Table 1.

Table 1. Matrix of SWOT-analysis of building information and analytical content to ensure the required level of
economic security of the enterprise

Possibilities Threats

Investment attractiveness increases;
Business activity increase;
Company solvency improvement;
Business expansion in the process of European integration.

Instability in the macroeconomic environment;
Increased competition;
Unauthorised information access;
Analytical data representativeness errors.

Advantages

Disadvantages

Informed management decision-making;
Information support digitalisation;
High-quality analytical tools.

Insufficient enterprise financial stability;
Low level of state support;
Lack of analyst positions at enterprises;
Lack of economic security services at enterprises.

Source: developed by the authors
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The SWOT analysis results of the analytical support or-
ganisation enable the development of measures to use busi-
ness development opportunities, prevent the negative im-
pact of threats, and combine the strengths and weaknesses
of the enterprise to increase the level of economic security
of the business entity.

It is worth noting that the process of management at an
enterprise is characterised by the uncertainty of the operat-
ing conditions, which are influenced by external and inter-
nal factors, so the combination of external and internal data
for its analysis is of particular relevance. Scientists empha-
sise the need to use special tools for analytical support of
the management decision-making process. I. Radionova &
Ya. Fareniuk (2021) suggest using Data Science tools for
analytical support of the management decision-making
process in an uncertain economy. In their opinion, the
Data Science tool helps to implement a relevant analysis of

business processes in an uncertain business environment
by identifying non-obvious relationships. At the same time,
world experts have conducted fundamental research on an-
alytical thinking, and principles of collecting and analysing
valuable data for business needs (Provost & Fawcett, 2020).

L. Samoylenko (2018) suggests that with the develop-
ment of the digitalisation of business processes, the num-
ber of IT tools offered is growing, which allows obtain-
ing a variety of data for making management decisions
through the analysis of a large amount of data (Big Data).
Regarding the complexities and benefits of using Big Data,
O. Chubukova et al. (2020) note that the high quality of
predictive models is associated with a high cost of time and
resources, complexity of calculation, and the need to use
modern IT solutions. However, most scientists identify the
following advantages of using Big Data in enterprise man-
agement (Fig. 2).

Benefits of using Big Data to make management

decisions

Increased decision-making efficiency (the function of collecting
data resources in real-time is implemented, which makes it
| | possible to obtain key information by quickly processing and
analysing a significant amount of data, which enables the business
entity to meet its operational needs)

)

Vs

-

Promotion of various decision-making tools

~N

-

\

Enhanced reasoning and quality of decisions due to the
consideration of a large statistical base of the initial information
| | content, which significantly increases the level of optimality and
validity of the management decision-making process

/

Vs

and strategic decisions
N

Big Data tools are also becoming the basis for developing tactical

~N

Figure 2. Benefits of using Big Data to make management decisions
Source: compiled by the authors based on O. Halan et al. (2022)

The Data Science tool analyses information using a
foundation from various scientific fields of economic and
mathematical direction, so it is difficult to overestimate its
value in the face of uncertainty in business processes, as
mathematical methods allow identifying significant factors
and calculating quantitative and qualitative indicators of
their impact (Radionova & Fareniuk, 2021). International
experience shows a wide range of applications of this tool.
In particular, I. Carmichael & J.S. Marron (2018) empha-
sise the continuous development of statistical methods in
the context of business analysis. The authors emphasise the

combination of analysis methods with search analysis, ma-
chine learning technology, and game theory. C. Weihs &
K. Ickstadt (2018) emphasise the need to apply a set of ac-
tions related to statistical methods, information technology,
management, and communication principles. This implies
that the combination of interrelated but self-sufficient tools
in the management process will allow for a synergistic effect.
The implementation of Data Science technology in the
field of management decision-making involves optimising
the management system at an enterprise and includes the
following components of Data Science analysis (Fig. 3).
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Identification of the impact on processes

and phenomena of factors from other
related areas that change expectations

Detection of nonlinear conversion
(transmission) of pulses, which has
its optima, or periods of best values

Components
of Data Science analysis

’

Identification of unexpected combinations
of factors and instruments that provide a

negative or positive synergistic effect

Detection of unpredictable
distribution of events in
temporal chaos

Optimisation of the management system through the use of Data Science tools

employing more informed forecasting, planning of management actions, development

of tactical measures, and establishment of interaction between all specialists of the

economic security service of the business entity

Figure 3. Components of Data Science analysis in the management system of a business entity
Source: compiled by the authors based on I. Radionova & Ya. Fareniuk (2021)

As such, the conducted literature analysis of scientific
works demonstrates the relevance and feasibility of using
analytical tools, including Data Science technologies, in
the field of management decision-making. Data Science
tools are gaining relevance in the development of optimal
and sound management decisions. These advantages make
it possible to assert the effectiveness of using this toolkit
to formulate an enterprise development strategy based on
tactical decisions through the collection, analysis, visualis-
ation, and interpretation of a large array of data. A Data Sci-
ence specialist can collect, analyse, visualise, and interpret
large amounts of data using various tools to identify pat-
terns that can be used to solve business problems or deter-
mine the company’s development strategy. In particular, the

practical use of economic and mathematical tools will allow
us to identify weaknesses in the company’s activities, assess
the risks of production and sales activities, and make fore-
casts of performance through the structuring and visualis-
ation of a large data set. This will ensure the development of
measures to use opportunities, prevent the negative impact
of threats, and combine the strengths and weaknesses of the
enterprise to make optimal management decisions.

The analytical tools for the needs of management and
the formation of the required level of economic security
of a business entity should include elements of statistical
analysis, information and economic-mathematical model-
ling of business processes and Data Science tools, as sum-
marised in Figure 4.

{ Tools for analytical support of the enterprise economic security system ]

AP[ Observation methods, summarising and grouping information

» Time series analysis, index analysis, logical analysis

J\

» Economic and mathematical modelling, information modelling

J\

A 4

Data Science tools application

J\

A 4

Analysis results visualization methods: graphical method, tabular method

AN

Figure 4. Tools for analytical support of the economic security system of a business entity

Source: developed by the authors
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It is necessary to develop an appropriate algorithm of
actions for building information and analytical content for
the needs of management and forming the required level of

economic security of an enterprise. The following sequence
of actions is advisable (Fig. 5).

1

The sequence of actions to build information and analytical content for the needs of
management and the formation of the required level of economic security of an enterprise

Selection of software to create an information environment for management needs

N

\

Selection of analytical tools for forming the required level of economic security of an enterprise

J

Visualisation of the analysis results for the need to ensure the economic security of the enterprise

J\

of an enterprise

I

Development of optimal and justified management decisions on the organisation of information
and analytical support of management and formation of the required level of economic security

<

J

Figure 5. Algorithm of actions for building information and analytical content for the needs of management
and formation of the required level of economic security of an enterprise

Source: developed by the authors

Optimisation of optimal and sound management de-
cisions requires managers to be aware of and possess the
necessary skills to apply specialised digital tools for analysis
needs, the ability to apply scientific methods and tech-
niques, as well as a modern and creative approach to in-
terpreting analysis results, responding quickly to the chal-
lenges of the modern business environment and adjusting
decisions to meet the urgent needs of the business.

CONCLUSIONS
As such, the decision-making efficiency depends on the tools
of a business entity’s management system. Analytical proce-
dures can become the basis for obtaining a high-quality and
timely information resource to eliminate the negative impact
of business environment risks. Sources of information can
be identified according to external and internal factors. The
quality of information will ensure the development of an ef-
fective development strategy in the context of the financial
and economic security of a business entity. The source of
internal information is the accounting content concentrated
in the financial, tax and statistical reporting of the business
entity, based on which it is advisable to build the analytical

The quality requirements for an information resource
create new challenges for a business entity in the context
of ensuring the required level of economic security, since
data processing (both internal and external) requires
special skills in various fields, including specialised IT
solutions. Analytical tools are effective when combining
elements of statistical analysis, information, and economic
and mathematical modelling of business processes, as well
as Data Science tools, which will provide a synergistic ef-
fect in the formation of a strategic and tactical plan for
the development of the enterprise. The integration of the
above approaches into the enterprise management system
increases the requirements for economic security spe-
cialists, in particular, the availability of skills in the use
of specialised digital tools, the use of modern approaches
to interpreting the results of analysis with the ability to
quickly respond to external challenges and adjust deci-
sions following the needs of the business environment.
The widespread use of Data Science technology to devel-
op optimal management decisions for a business entity is
a prospect for further research.

component of the management system. The source of exter- ACKNOWLEDGEMENTS
nal information, in addition to information from regulations ~ None.
and data from consulting companies, is a statistical array of
data of a region, industry, country, and the world, formed as a CONFLICT OF INTEREST
set of statistical reporting data of individual business entities. = None.
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opraHisanii aHaTI TMYHOTO 3a6e3IIeYeHH A CUCTeMM yIIpaB/IiHHA Ha i prueMcTsi. ITig yac gocmifxeHH: 6y/10 BUKOPUCTAHO
HACTYIIHI METOJM: TEOPETUYHI aCIeKT) IIPOaHa/lTi30BaHO 3a [OIIOMOIOI METOJIB y3ara/JbHEHHS, CUCTeMaTU3aLlil Ta
IPYIyBaHH:A; IIPOAHATi30BAHO BUKOPUCTAHHA METOJiB CTaTMCTMYHOTO aHAIi3y Ta MOJeNTOBaHHA OisHec-mpoliecis
W1 morped yHpaBIiHHA Ha IIAIPMEMCTBI, posrIaHyTo cKaafoBi Data Science-aHamidy; BMKIaJ OCHOBHOTO
MaTepialy HaBefleHO 3a JIOIIOMOIOI0 OMMCOBOTO METOJAy. Y CTaTTi NpOaHaNTi30BaHO AHAMITUYHUII iHCTpyMeHTapii
CUCTeMM YNPaBIiHHA Ha MifIpUMEMCTBi. AKIIEHTOBaHO Ha HpolieflypaX CTaTMCTUYHOTO aHaji3y Ta MOJENTIOBAHHA
6i3Hec-mporieciB, 3acTocyBaHHi iHcTpyMmeHTapilo Data Science Ta Meropni Bisyasnisawii. BuokpemieHo 30BHIIHI i
BHYTpilnHi pxepena iHdopMmanii i norpebd ympaniHHA Ha mignpueMcrsi. HaBemeHO pisHOBUAM aHAQTITMYHOrO
iHcTpyMeHTapilo, IO COPUAITh PO3YMIHHIO CYTHOCTI IPOOJIEMHUX IUTaHb Ta OOYMOBIIIOIOTH IOLIYK ONTMMAJIbHUX
Ta OOIPYHTOBAaHUX YIpPaBIiHCbKMX pimeHb. HaBepgeno marpuio SWOT-aHamisy AK IHCTPyMEHTY ONTMMA/IbHOTO
[IO€IHAHHA METOMIB iH(pOpMaLilfHOrO MOJENIOBAaHHS, aHAIITMYHUX IPOLEAyp Ta Bisyasisawil pesynbraTiB aHaimisy.
Haronomreno na HeobxigHOCTi BukopucraHHA IT-IHCTpyMeHTIB [If IIZBMINEHHA AKOCTi pe3y/IbTaTiB aHATITUYHKX
npouenyp. OOIpyHTOBaHO JOLUIBHICTD pO3pOOKY aHAIITUYHOrO IHCTPYMEHTapilo i IOoTpeb omTuMisauii cucremu
MeHeKMEHTY IANPHEMCTBA 3a HOIOMOroi TexHosorii Data Science. BusHaueHO IepeBarm 3acTOCYBaHHS BEIMKIX
TAaHVX JUI IPUIHATTA YIpPaBIiHCbKMX pimeHb. Buoxpemneno cxmamosi Data Science-aHamisy B cucremi ynpasiiHHA
nignpueMcrBoM. HaronomeHo Ha MOXIMBOCTI BupillleHHA Oi3Hec-po6ieM ab0 BU3HA4YeHHS cTparerii posBUTKY
MiJIPUEMCTBA 32 JJOIIOMOTOI0 CTPYKTypM3aljil Ta Bidyaslisalil BE/IMKOrO MacUBY JJAHUX /IS BUAB/IEHHS 3aKOHOMiPHOCTEN
PO3BUTKY IifNIPMEMCTBA. ¥Y3araJbHeHO iHCTpyMeHTapill aHaTiTMYHOTo 3a0e3NedeHHA /1A OoTpeb opranizalil cucreMu
eKOHOMIuHOI 6e3rexy mignpuemcrsa. [IpakTyyHa HiHHICTD pOOOTHU MOJIATAE B TOMY, IO 3aIIPOIIOHOBAHO aJITOPUTM Jiil
OO opraHisauii aHa/IiTMYHOTO 3a06e3IeYeHHA CUCTeMM YIIPaB/IiHHA Ha IiAIIpUEMCTBI

KnioyoBi cnosa: iHdopManiliHO-aHAJTITUYHUII KOHTEHT; IpOLleC YIpPAaBIiHHA; ONTUMi3allid aHaJIiTUYHOrO
3abe3nevenHs; iHpopmariiliHe MofenoBaHHs 6i3Hec-IpolieciB; TexHosoris Data Science
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Abstract. In modern competitive conditions, product quality is becoming one of the main indicators that users pay attention
to when choosing a product. Thus, it is relevant to analyse the process of forming a high-quality production strategy. The
purpose of this study is to analyse the methods of forming a strategy for improving product quality based on examples of
individual companies. The main research methods used in the study were: analysis, forecasting, historical, etc. The paper
examines certain methods of product quality management, namely: Lean Management, Six Sigma, Theory of Constraints,
and Total Quality Management. Their features, purpose of use, and implementation stages were outlined. In particular, it
was shown that the main goal of Lean Management is to reduce time and costs to ensure high quality standards, while
Total Quality Management is more focused on investigating customer preferences and optimising the internal motivations of
company employees. Thus, it was concluded that each of the methods can be used by different companies at different times
and lead to different performance indicators. This indicates the relevance and necessity of conducting separate research by
the company’s managers to choose the approach that will be most effective for them. In addition, the implementation of
these methods in individual enterprises was evaluated, and the problems and advantages that were obtained from them were
described. The conducted research brings new knowledge to the theory of marketing, and its conclusions can be used by
companies in practice, for example, during the process of creating their own competitive strategy in the market

Keywords: entrepreneurship; marketing; economy of Ukraine; competition; sales

INTRODUCTION

In modern conditions, competition between enterprises is
growing at a significant pace. This is conditioned by both
rapid changes in technologies (the need for companies to
be able to adapt to them quickly) and high attention to the
quality of products and services (due to increased cus-
tomer demand). Another crucial factor has been globalisa-
tion, as businesses are trying to enter the global market and
compete in it, which requires even more effort. Therefore,
companies are forced to apply various strategies to improve
their own competitive positions.

One of these strategies is to improve the quality of prod-
ucts. As noted above, especially in developed countries, it is
not the price that plays an increasingly important role, but
the usefulness of products, the possibility of their long-term

use, etc. Thus, if earlier the main goal of enterprises was to
get the opportunity to reduce the price of their products
as much as possible, now they have many options for their
own development. This also results in market segmenta-
tion. However, product quality improvement strategies vary
and may vary depending on the industry and individual
enterprise. Therefore, it remains relevant to evaluate exist-
ing methods and to study real-world use cases for various
strategies. This is especially relevant for Ukraine, which is
at war, and therefore requires special efforts on the part of
enterprises to be able to function in the current conditions.

A significant number of researchers were engaged
in assessing the current features of the development of
Ukraine and its enterprises. L. Pronko & K. Tokar (2022)
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studied the establishment of marketing strategy in the de-
velopment of competitiveness of enterprises in Ukraine.
Nevertheless, their research was quite theoretical, without
any real examples of the use of certain methods by com-
panies. I. Kotelnikova (2022) paid more attention to the
innovative component of enterprises in the context of in-
creasing their competitiveness. The researcher described in
sufficient detail the digital products that can be used for
these purposes, but also did not give any practical exam-
ples. T. Omelchenko (2022) investigated the possibilities of
developing Ukrainian companies in wartime conditions.
However, the researcher examined a very small amount
of statistical data to form final conclusions in this context.
Now the study of the problems of further functioning of
Ukrainian companies in such conditions is still relevant.

The role of the quality management system in ensur-
ing the competitiveness of industrial enterprise products
was investigated by I. Vlasenko (2021), who described in
sufficient detail the reasons for the importance of using
quality management techniques in enterprises, and also
noted the interpretation of the concept of quality by other
researchers. However, his paper also lacks practical context.
A similar problem is present in the study by T. Lepeyko &
A. Shcherbak (2018), where the authors proposed using
scenario planning technology. I. Kryvonohova (2021)
identified three main approaches to the process of devel-
oping a strategy for innovation and investment activity of
a food enterprise, and also proposed her own approach to
developing such a strategy. However, her research did not
develop a methodology for rational organisation of inno-
vation and investment activity. Thus, it is still important to
investigate the practical component of the development of
quality management in Ukrainian companies.

The purpose of this study was to provide recommen-
dations on the future improvement of product quality im-
provement strategies in Ukraine and to describe quality
management methods. By giving examples of their use in
the world, the efficiency of local companies will increase.

MATERIALS AND METHODS

As part of the study, tools for improving product quality
were analysed through a systematic review. The evalu-
ation of methods for improving product quality can be
approached from different angles, since different types
of their classification can be carried out. This study men-
tioned individual methodologies such as Lean Manufac-
turing (LM), Six Sigma (SS), Lean Six Sigma (L6S), The-
ory of Constraints (TOC), and Total Quality Management
(TQM). Moreover, using the example of individual com-
panies, such as Toyota, AT&T, Bank of America and some
others, the practical possibilities of using these models (in
particular, SS and TQM) were shown. All calculations were
made in Microsoft Excel.

Other scientific methods were also used during the
study. For example, the historical method allowed evalu-
ating past data that characterised the development features
of individual companies (used as examples to demonstrate

the functioning of selected methodologies), and these sys-
tems in general. In turn, the abstraction method made it
possible to disregard the impact of individual factors on
the process of improving product quality at enterprises if
they were not significant enough. The forecasting method
helped to make estimates of how a given industry can
develop in the future based on known current and his-
torical data. The analysis allowed conducting a qualitative
and quantitative assessment of existing information that
characterised the most common methods of improving
product quality in the world. Using the modelling, a model
of the functioning of the TQM system was constructed, and
its image was performed using the graphical method. The
method of deduction was also used, which identified the
main problems in the context of improving the quality of
products in Ukraine based on available information about
the country’s development. In addition, it was used to eval-
uate the general features of approaches to product quality
management and describe how they were actually used in
enterprises. The comparison was used to evaluate individual
approaches to improving product quality to form an under-
standing of their strengths and weaknesses in comparison
with each other. It also allowed assessing the differences in
the implementation of approaches to improving product
quality at different enterprises.

However, this scientific study had a certain number of
limitations. Thus, the paper briefly presented LM, SS, TOC,
and TQM, but no other methodologies were described. In
addition, the assessment of these systems was based on in-
ternational experience, and only this data was used to for-
mulate advice for Ukrainian enterprises, but without using
a significant amount of information on the implementation
of these methods in Ukraine (including due to the lack of
publicly available information). Analysis of the use of ap-
proaches based on data from foreign enterprises was also
limited since they also do not provide complete and open
results of their implementation.

RESULTS AND DISCUSSION

Methods for achieving the desired product quality can be
divided into three groups: technical, organisational, and
economic and social. Technical measures include the use
of scientific and technological achievements in product
design, compliance with technological discipline, prod-
uct certification, and improvement of individual quality
indicators. Organisational measures provide for the mod-
ernisation of production and management methods, the
implementation of self-control, and the development of
direct business ties. Economic and social measures cover
forecasting, pricing, personnel motivation, and adaptation
of personnel policy to market conditions. All this, espe-
cially in symbiosis, leads to improved product quality and
increased profits, mainly due to higher prices for improved
products. Although its prime cost may increase in such
conditions, however, an increase in the price of products
and demand for them in such conditions allows increasing
the company’s revenues.
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In general, there are quite a significant number of
methodologies that allow improving the quality of manu-
factured products. One of them is LM, which is based on
reducing the time from placing a customer to receiving a
payment to reduce costs. The method identifies seven ar-
eas of loss, including excessive movement, frequent and
unnecessary transportation, excessive inventory, waiting,
unnecessary processing, excessive production, and defects.
Manufacturing companies often face problems such as inef-
ficient organisation of work, resource waste, and improper
management of employee teams, which aims to solve LM
by increasing team efliciency and improving the process of
achieving goals. To implement LM, companies begin by or-
ganising employee training on the 5S concept, covering such
stages as selecting unnecessary items, better organisation
of work and systematic activities, maintaining cleanliness
and cleaning, cleanliness of the workplace and the habit of
self-discipline of employees. All of these 5 components are
designed to increase efficiency, maintain order, and create
healthy habits at work (Tissir et al., 2022; Rathi et al., 2023).

Another methodology is SS. It aims to achieve a high
level of quality corresponding to Six Sigma, where the
number of defective products per million is extremely low.
The stages of the methodology include: formulation of pro-
ject goals and quality improvement plans through the use
of individual tools such as “Voice of the Customer”, Qual-
ity Function Deployment (QFD) and comparative analysis;
implementation of a business process measurement system
(using tools such as sequence graph and flow chart data
analysis); conducting business process analysis to identify
methods to bridge the gap between the current sigma level
and the target value (using tools such as cause-and-effect
diagrams, brainstorming and detailed process mapping);
optimising business processes to reduce costs and mini-
mising errors (using project management tools, kinship
diagrams, and tree diagrams); monitoring business pro-
cesses after implementing improvements (using reporting
systems). Thus, this methodology includes a fairly impres-
sive list of tools that can be used by companies to improve
their own competitiveness. Both methodologies can be
used simultaneously, in which case the L6S methodology
is created, which allows performing the functions of both
approaches simultaneously even more effectively.

Theory of Constraints, or TOC, developed by Dr. Elia
Goldratt in the 1980s is also a widely used concept in

[ Customer Focus ]

organisational management. The concept focuses on iden-
tifying and managing a key constraint in the organisational
system that determines the overall effectiveness of the or-
ganisation. The main key points of it are: increasing the im-
pact (emphasis on achieving the greatest effect by increas-
ing the impact on a small number of factors of the system,
and not on solving several problem areas at the same time)
and limiting (not only factors that limit the development
of the system, but also serve to raise the system to a new
level, provided that it is effectively controlled). In general,
the author of this theory noted several types of restrictions.
One of them is the power limit, that is, the lack of resources
needed to create an additional product per unit of time. The
other was highlighted as limiting the volume of the market,
namely, not using market opportunities. The latter limita-
tion is related to time, i.e., the inability to respond quickly
to market needs, which leads to problems with execution
and increasing business capacity. Thus, the company’s goal
in this case is to find system restrictions and then make a
decision about their solution.

The latest concept considered in this study is TQM, a
management approach aimed at achieving long-term suc-
cess through customer satisfaction. Under this model, all
company members should participate in improving pro-
cesses, products, services, and organisational culture. The
main components of this concept are: customer orienta-
tion (the product created by the company should be such
that the client would like first of all, and it is the customer
who evaluates its quality); full involvement of employees
(all employees should actively participate in the work on
achieving common goals); process orientation (emphasis
on process thinking, where processes are defined, con-
trolled and constantly improved to transform input data
into the desired results); system integration (the need for
interconnectedness of horizontal processes in the organi-
sation); strategic and systematic approach to the develop-
ment of the company; continuous improvement of internal
processes; decision-making based only on facts effective
communication both during meetings and in everyday
life. This system aims to ensure the long-term success of
the company’s development by improving its main internal
processes, in particular, in the field of production, and im-
proving the principles of corporate culture. The essence of
the TQM system can be described in Figure 1, which shows
the basic principles of this model.

[ Planning ]

e

Process

\
[ Process Management ]\,[ TQM Model
/

Improvement

[ Total Participation ]

Figure 1. TQM principles

Source: compiled by the author
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The TQM model will be incomplete without the com-
ponents shown in Figure 1, because they are the focus of
managers attention when implementing it in a company.
In fact, they have already been described above: attention
should be paid to customers to assess the quality of prod-
ucts; special attention should be paid to the planning of the
company’s work and the process of its functioning; in ad-
dition, it is important to ensure full return from employees
for the project, especially from the management team.

It is also worth giving examples of the use of these sys-
tems in individual companies. Thus, one of the examples of
using TQM is the Toyota case study. As already noted, the
basis for the functioning of TQM in the company is that
the company’s management is committed to it at all lev-
els, for which work is being done to promote the growth of
workers’ motivations, expand their business opportunities,
etc. In this regard, the company expanded the responsi-
bility of management for the efficiency of doing business,
analysed how consumers used its products for continuous
improvement, focused on minimising the negative impact
of bureaucratisation of internal procedures on the func-
tioning of the company. Toyota constantly checks the qual-
ity of products, equipment, tools and resources that ensure
the production process. A decentralised decision-making
system is also widespread. The existing job management
system prioritises customer satisfaction through loyal and
efficient product delivery at a reasonable price. The com-
pany’s goal is to achieve such indicators as quality, speed,
flexibility, reliability and cost, which is now quite effective
for the company, including due to many years of experience
in this business.

However, the introduction of TQM in Toyota was not
without problems. Managers and quality managers face
difficulties, including a lack of certain types of resources,
in particular, financial and human resources, since the use
of such a system requires not only qualified personnel, but
also significant funds. In Toyota’s case, problems with TQM
implementation also include difficulties in developing new
products, reliability issues, a mysterious culture, a dysfunc-
tional organisational structure that hinders communica-
tion, and potential gaps in the production system due to
inadequate training of internal personnel and interaction
with individual partners, particularly suppliers. Lack of
leadership at the top management level also sometimes
creates problems in the implementation of TQM: the devel-
opment of organisational structures and systems that affect
quality requires responsibility from senior management
and managers (Implementation of Total..., 2023).

An example of using L6S is AT&T, a major global tel-
ecommunications company. With a huge customer base
and global presence, AT&T is a leading provider of broad-
band, long-distance, and local voice services. The company
uses various components included in the SS methodology,
including training programmes, online and oftline webi-
nars (Parkhi, 2019). Another example is Bank of Ameri-
ca. In banks, many processes are prone to inefficiency,
from outdated software that causes delays, to complex

documentation procedures that lead to errors and loss of
time. Even seemingly routine tasks like sending checks,
coordinating managers, opening accounts, and collecting
debts involve complex processes that can be improved. The
adoption of SS by Bank of America in 2001 demonstrated
its commitment to comprehensive improvement of organ-
isational processes. The initiative has produced significant
results, including a USD 1.3 million reduction in the cost
of moving new recruits, a USD 3.6 million improvement
in credit card sales, USD 6.6 million in savings from re-
duced identity theft, nearly USD 1 million in more efficient
federal tax returns, and a 70% reduction in bank robberies.
Barbara Desoer, appointed chief executive of global tech-
nology from 2014 to 2019, emphasised that the company
listens to customer feedback, based on which they try to
improve the efficiency of doing business in accordance with
their expectations. The bank’s IT staff under her leadership
focused on improving the efficiency of technologies, sim-
plifying the opening of online accounts, optimising the
acquisition processes of other financial institutions, and
implementing the banking business of the 21* century with
the principles of L6S (Making Bank: How..., 2018; Mousavi
Isfahani et al., 2019).

The L6S methodology was also used by Starbucks to
increase the company’s revenue and customer satisfaction.
Its implementation included preliminary testing of the
methodology, development of an implementation strat-
egy, interaction with management and employees, data
collection and analysis, work on solving problems that
have arisen, and long work on achieving customer satis-
faction. Starbucks, introduced in the early 2000s, was in-
itially criticised for changes such as the introduction of a
new espresso machine and steaming milk, which replaced
manual frying. Despite initial difficulties and falling sales,
the lean introduction of SS eventually led to significant
success: in 40 years, Starbucks has grown from a separate
store in Seattle to the largest coffee chain in the world. This
has led the company to become a “trendsetter” in the coffee
industry, using innovative strategies to attract customers
and using sustainable business practices (Starbucks success
story..., 2023). Separate strategy methods were also used in
Coca-Cola (Sadraoui et al., 2010). In particular, the com-
pany has reduced its electricity consumption and improved
its own production lines within SS, which has significantly
improved the quality of internal processes.

Based on the above information, some recommenda-
tions can be made for Ukrainian companies in terms of
implementing strategies to improve product quality. Thus,
they should implement one of the several most common
methods of improving product quality, namely LM, SS, L6S,
TQM, or TOC, considering the experience of foreign com-
panies that have been able to achieve significant success in
improving the efficiency of enterprises, namely, increasing
sales, optimising costs, or changing the paradigm of the
company’s employees. However, before implementing it,
managers should do a thorough research on which meth-
odology will be optimal for their company at the moment,
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considering the different situations, problems, and needs of
their companies.

The study of product quality improvement policy in
the context of the new technological revolution was car-
ried out by F. Psarommatis et al. (2020). They noted that
the implementation of a quality management system
based on various philosophies allows achieving significant
advantages over competitors. Among them, it is worth
highlighting the reduction of production time, reduction
of its prime cost, etc. In addition, the study showed the
importance of having a quality higher education to better
understand the functioning of such tools. This indicates
the need to form a standardised education in the field of
quality management. The study also described the impor-
tance of using various tools related to improving product
quality. This is especially important in Ukraine, which is at
war. Local enterprises are quite weakened in the interna-
tional arena, which indicates the urgency of implementing
such methods by local companies.

Research on the strategy for improving product quality
in the supply chain was conducted by H. Wang (2020). The
researcher emphasised the importance of the manufactur-
er’s price-to-cost ratio as a key parameter in the strategy
for improving the quality of the two-channel supply chain.
It was emphasised that this ratio plays a crucial role in in-
fluencing quality improvement parameters. This effect is
especially evident if the enterprise has a decentralised deci-
sion-making process. Models for improving product qual-
ity, considering quality investments in processing policies
and distribution of supply chain profits, were investigated
by A. Sofiana et al. (2019). The researchers described two
quality improvement policies for the production process
with inspection and processing, considering the distribu-
tion of profits in the supply chain. The first policy provided
for recycling at the same manufacturing facility, while the
second policy provided for additional processing equip-
ment. Researchers stressed the importance of improving
quality in the context of supply chains at the enterprise,
in particular, in the context of interaction with suppliers.
A system was also proposed in which part of the profits
should be given to suppliers, who, in turn, should be re-
quired to contribute to improving the quality of service
delivery on their part. The methods of improving product
quality described by H. Wang (2020) and A. Sofiana et al.
(2019), were not evaluated in this paper, since the stud-
ies conducted by these researchers are rather limited, as
they propose the introduction of quality parameters only
for certain indicators or situations. Using holistic product
quality improvement strategies should bring benefits at a
larger level. However, the author of this study agrees that
using both approaches is justified and necessary for enter-
prises if managers see their implementation as an opportu-
nity to get a net present value.

TQM in small and medium-sized enterprises was
investigated by C.F Obunike & A.A. Udu (2018) and
O.N. Anifowose et al. (2022). The latter noted that TQM
has a positive impact on both the speed of innovation and

the operational performance of small and medium-sized
companies. Accelerated innovation, especially in process-
es and products, is emphasised as a key factor for improv-
ing operational efficiency. The researchers recommend that
manufacturing companies actively integrate TQM practices,
ensuring continuous improvement, employee empower-
ment, and a culture that also contributes to product quality.
They also emphasise the importance of reengineering busi-
ness processes to maintain competitiveness. This article also
examined the impact of TQM on enterprises, not on small
or medium-sized ones, but on the Toyota Corporation.
Therefore, it is fair to assume that such a judgment is true for
both small and medium-sized companies and market giants.
Features of the implementation of this system were also in-
vestigated by A. Permana et al. (2021). The researchers em-
phasised that TQM is widely used around the world due to
its focus on increasing customer satisfaction, improving the
quality of products and services, and overall organisational
excellence. Leadership commitment and employee engage-
ment stand out as important factors for successful imple-
mentation, and the simplicity and ease of implementation
make it a solid concept. However, the definition of standard
measurement methods for quantifying the implementation
of TQM for sustainable development remains relevant. As
noted above, TQM is indeed very popular among compa-
nies in the world, as evidenced once again by the use of this
technique by corporations such as Toyota.

The detailed essence of the SS approach was described
by E Tsung & K. Wang (2023). The authors have shown
how the use of this system has led to a significant num-
ber of positive results, allowing for more efficient customer
service and better internal work in terms of employee and
management interaction. The role of the SS approach for
cost management was investigated by Y. Ramakrishna &
H.M. Alzoubi (2022). Researchers have shown the impact
of this approach on the cost and quality of manufactured
products, which is especially important for companies in
the financial sector, given the increase in their costs due to
the economic situation in the world. In this paper, it was
noted that this method is one of the most popular among
those that are used specifically to improve the quality of
products, and therefore it is used in many companies, in-
cluding AT&T, Bank of America, and others.

The effect of LM on healthcare professionals was stud-
ied by Z. Mahmoud et al. (2021). The researchers have
shown that there is a positive relationship between the use
of LM principles and the performance of healthcare pro-
fessionals. In particular, this led to improved teamwork,
communication, and job satisfaction, and identifying nega-
tive processes such as increased stress levels, workload, and
dehumanisation. However, the researchers insist on a more
critical attitude to the LM principles and their effectiveness,
calling for new research on this topic. J.C. Prado-Prado
et al. (2020) evaluated opportunities to improve compet-
itiveness by implementing LM in healthcare systems. The
study showed a significant improvement in the efficiency
and effectiveness of working with patients due to the use
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of this methodology. The researchers also emphasised the
importance of focusing on processes, identifying waste in
relationships between processes, and involving staff in task
rescheduling. Setting key performance indicators to sup-
port compliance with LM principles also plays an impor-
tant role. The importance of creating an internal climate of
trust, simplifying processes and forming permanent teams
at different stages of work was emphasised. Although the
research conducted by the author did not provide examples
of the functioning of the LM strategy, more attention was
focused on L6S, which is a symbiosis of the two respective
approaches. The use of L6S has also led to positive results,
which may indicate that its use in the healthcare sector will
also be effective.

CONCLUSIONS

The study evaluated various methodologies to achieve the
desired product quality and improve the overall efficiency
of the organisation. The following systems were considered:
LM, SS, TOC, and TQM. A brief description of each of them
is also provided: LM aims to reduce time and costs by iden-
tifying areas of loss; SS aims at high quality standards; TOC
focuses on managing key constraints in organisational sys-
tems to improve overall efficiency; TQM, emphasising long-
term success through customer satisfaction, implies active
participation of all members in process improvement and a
strategic systematic approach to development. In addition,
individual examples of the use of these systems by companies
were shown, namely AT&T, Bank of America and Starbucks

(for SS), which showed successful results in reducing costs,
improving sales and increasing customer satisfaction, and
Toyota (for TQM), which significantly improved the effi-
ciency of management processes in the company.

In general, the study makes it clear that there is a con-
siderable variety of models for improving the efficiency of
enterprise functioning and product quality. All of them have
their own characteristics, and therefore, affect the work of
the company in different ways. Thus, management repre-
sentatives should conduct a qualitative assessment of their
own enterprise and the environment to be able to choose
the most effective methodology for them. In Ukraine, there
are still few examples of using such systems. This suggests
that there are still opportunities in the country to improve
the efficiency of enterprises. Local managers should learn
from the successful experience of global companies and ac-
tively use it on their own experience to achieve efficient and
better results in the operation of enterprises. It is important
for further research to find other methods of improving the
efficiency of Ukrainian enterprises. In addition, it is im-
portant to continue to investigate the experience of foreign
companies in this context to be able to get recommenda-
tions on the development of Ukrainian enterprises.
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dopMyBaHHS cTpaTerii NigBULLEHHS AKOCTI NpoAayKLUii

AHoTauifa. B cyyacHMX KOHKYpPEHTHMX YMOBaX SKiCTb NPOAYKLil CTa€ OFHMUM i3 OCHOBHMX iHAMKATOPiB, Ha SKUI
3BEpPTAIOTh yBary KOpUCTyBadi Ipyu BuOopi ToBapy. Takyum 4YMHOM, aKTyaJbHMUM 3aIMILIAETHCSA aHATI3yBaTy IpoOLiec
¢dbopmyBaHHA cTpaTeril fAKICHOrO BUPOOHMITBA. MeTOI0 IIPOBEEHHA MAHOTO JOCIPKEHHA € aHali3 MeTOHiB
¢dbopMyBaHHA cTpareril mifBUIeHHA AKOCTI NpORYKLil Ha 6asi mpuK/IafiB okpeMux KoMmaHit. OCHOBHMMMU MeTOfaMM
HDOCTiKEeHHs, 1o OyIM BUKOPUCTaHi B poOOTi, cTamu: aHasis, IPOrHO3YBaHH:A, icTropuyHmii Ta iHmi. B pamkax
TOCTiKeHH OyIM po3I/LAHYTI OKpeMi MeTORM yIIpaBIiHHA AKICTIO MPOAYKLil, a came: Lean Management, Six Sigma,
Theory of Constraints i Total Quality Management. Byno ommcano ixai 0co61mBOCTi, MeTa BUKOPUCTAHHS, a TAaKOX
eTaIy BIPOBa/PKeHHA. 30KpeMa 0Y/I0 I0Ka3aHo, 1[0 OCHOBHOIO LIilmio Lean Management € CKOpOYeHHS 4acy Ta BUTpaT
11 3abe3ledeH s BUCOKMX CTaHAapTiB AKocTi, Toai Ak Total Quality Management 6inblire HalliieHi1 Ha JOCIiKEHHA
BIIOZOOAHD KJII€HTIB Ta ONTMUMIi3alil0 BHYTPIilIHIX MOTMBaLill NpaliBHUKIB koMmaHii. TakumM unHOM, 6yI0 3p0o6IeHO
BJCHOBKI IIPO Te, 1[0 KOXEH 13 MeToiB Mo)ke Oy TV BUKOPYCTaHMII Pi3HMMM KOMIIAHiAMY B Pi3HMII Yac Ta IPUHOCUTY
pisHi mokasHyky edekTuBHOCTI. Ile TOBOPUTH PO aKTya/JbHICTh Ta HEOOXiNHICTb IPOBENEHHA OKPeMUX JOCII/PKeHb
MeHe>KepaMyl KOMIaHil i1 BUOOpY miaxony, wo 6yme Haitbinbir edexTuBHUM 1 HUX. KpiM Toro, 6yno mposezeHo
OLI{HKY BIIPOBaJKEHH IaHMX METOJiB Ha OKpeMUX MiIIPUEMCTBAX, @ TAKOXX OIMCaHi Ipo6IeMM Ta IepeBari, 1o 6ymm
oTpuMaHi Bifi HuX. IIpoBefieHe HOCTiI>)KeHHA TPMHOCUTD HOBi 3HaHHA B T€OPil0 MAPKETHUHTY, a JI0r0 BUCHOBKM MOXXYThb
Oy T BUKOPUCTaHI KOMIIAaHiAMM Ha IIPaKTUL}i, HAIPUKIAL IIiJ] 9ac IpoLeCy CTBOPEHH: BJIACHOI KOHKYPEHTHOI cTparerii
Ha PUHKY

KnouoBi cnoBa: MiAIPUEMHUITBO; MAPKETMHT; €KOHOMiKa YKpaiHM; KOHKYPeHIIif; TpofaxKi
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Determinant of Shopee Xpress consumer satisfaction
in Jakarta Greater Area

Abstract. Logistics plays an important role in facilitating corporate trade by providing the necessary services to deliver
goods from producers to consumers. Therefore, it is important to consider consumer attitudes and behaviours related
to consumer satisfaction with the services provided by logistics companies. The research aims to analyse the effect of
service quality, price perception, and promotion on consumer satisfaction of Shopee Xpress consumers and to determine
which variables are the most dominant. The analysis method used in this research was partial least square. The test stages
conducted were convergent validity test discriminant validity, composite reliability, Cronbach’ alpha, R-square, F-square,
predictive relevance, goodness of fit, and path coefficient. The data used in this research were obtained from questionnaire
instruments and valid data of 120 respondents were collected. The sampling method in this research is nonprobability
sampling with the technique of purposive sampling. The results showed that the variables of service quality and promotion
influenced consumer satisfaction, but the variable of price perception did not influence consumer satisfaction and the most
dominant variable on consumer satisfaction is the promotion variable. The variables of service quality, price perception,
and promotion affected Shopee Xpress consumers around the Jakarta Greater Area simultaneously. The research results
prove that the three variables studied determine consumer satisfaction with users of the Shopee Xpress delivery service in
the Greater Jakarta area. This research is focused on companies where more people will choose to use the services provided,
supported by promotions and the perception of adequate prices, and the results provide practical recommendations for
improving the quality of service of these same companies in the future

Keywords: logistic services; promotion; marketing; service quality

INTRODUCTION

As of 2023, there are many services based on applications,
one of which is freight forwarding or delivery services.
The large number of people shopping for goods deter-
mines freight forwarding or goods delivery as increasingly

necessary for today’s society, especially for people who
undertake the buying and selling process remotely using
online media. This causes more freight forwarding ser-
vices to appear in Indonesia. One of the competing freight
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forwarding service companies is Shopee Xpress in the do-
mestic region of Indonesia.

S. Ahmed et al. (2023) noted that both perceived service
quality and fairness in pricing exert a direct and substantial
impact on consumer contentment. Their research reveals a
significant correlation between how pricing fairness is per-
ceived and both consumer delight and loyalty. S.L. Ng et al.
(2022) determined that the quality of systems and e-service
positively contributes to the satisfaction derived from using
retail apps, and this satisfaction, in turn, has both direct
and indirect positive effects on the intention to continue
using these apps. The level of pricing, conversely, nega-
tively influences user satisfaction with retail apps. While
the pricing level does not directly affect the intention to
continue using retail apps, it does have an indirect influ-
ence through user satisfaction. C. Jannah & L. Alhazami
(2022) examined the effect of service quality, price per-
ception and product variety on consumer satisfaction. The
research object was a CV. Sumber Garuda Mas. A sample
of one hundred respondents was used in this research. The
respondent-survey method used was a questionnaire. The
data analysis method was employed on multiple linear re-
gression analysis, coefficient of determination, classical as-
sumption test (F test), and partial test (T-test). The results
showed that there was a significant relationship between
studying factors. A.H. Prasetiyo et al. (2022) conducted a
multiple linear regression to analyse the effect of service
quality, price perception, and communication ability on
consumer satisfaction. According to the research findings,
service, price, and communication have a significant effect
both simultaneously and partially on consumer purchasing
decisions. The variable that has a dominant effect on con-
sumer satisfaction is the communication variable.

N. Bimaria et al. (2020) investigated the impact of
service quality, price perception, and product quality on
consumer satisfaction at Sendy’s Swalayan Palangka Raya.
They collected data using questionnaires from one hundred
respondents. The research results determined that service
quality, price perception, and product quality individually
exert a significant and partial influence on consumer satis-
faction. S.-Y. Tzeng et al. (2021) discovered that information
quality, product quality, and savings contribute positively
to consumer satisfaction during online shopping holidays,
while product returns have a negative impact. Enhancing
after-sale services can facilitate the product return process,
leading to an improvement in consumer satisfaction.

There is still a research gap that encourages this re-
search to be carried out again. The purpose of this study
was to analyse consumer behaviour related to services de-
livered by logistics company Shopee Xpress and at the same
time analyse what factors influence what the company has
provided. The benefits and contributions of this research
are to enrich research models that analyse consumer sat-
isfaction with the performance of logistics companies and
provide recommendations for companies regarding what
factors still need to be considered to satisfy consumers.

LITERATURE REVIEW

Various theories related to the variables in this research
have been presented by many scientists. According to
B. Alma (2016), promotion serves as a means of communi-
cation aimed at conveying information to prospective con-
sumers regarding a product’s ability to fulfil their needs and
desires. This, in turn, encourages these potential consum-
ers to make purchases or avail themselves of the product or
service. Hence, promotion holds immense significance for
a company when it comes to marketing the products or ser-
vices it offers. The concept of marketing mix, as highlighted
by R. Hurriyati (2018), can be understood as comprising
internal elements of utmost importance in shaping a com-
pany’s marketing strategy.

As outlined by P. Kotler & G. Armstrong (2019), the
components of marketing include the following: (1) Prod-
uct management involves planning and developing the ap-
propriate products or services for marketing, which may
include modifying existing offerings through additions and
other actions that impact various products or services; (2)
Price entails the company’s management system for de-
termining the initial pricing of products or services and
formulating strategies related to discounts, shipping costs,
and various other variables; (3) Place involves the selection
and management of distribution channels used to deliver
products or services, as well as serving the target market.
It also encompasses the development of distribution sys-
tems for physically transporting products to customers and
businesses; (4) Promotion refers to the efforts employed to
inform the consumers about the company’s new products
or services through means such as advertising, personal
selling, sales promotion, and publicity.

The issues of consumer satisfaction and loyalty con-
tinually attract the attention of researchers. In a study
conducted by S. Santi & A. Putra (2021), an investigation
was carried out to assess the impact of price perception,
promotion, service quality, and the ambience of a café on
consumer satisfaction. The research focused on Cafe Bumi
customers during the period from October to December
2020, with a total population of 2,250 consumers. The study
obtained a sample size of 96 individuals. The research re-
sults demonstrated that price perception, promotion, ser-
vice quality, and the café’s atmosphere all jointly exerted a
positive and statistically significant influence on consumer
satisfaction.

In their study, conducted at UD. Wipra Print Karan-
gasem, N. Yanti & I. Puja (2021) investigated the impact
of service quality, pricing, and promotional activities on
consumer satisfaction. The research sample comprised one
hundred respondents. The findings can be summarized as
follows: service quality, price, and promotion all demon-
strated a positive and statistically significant influence on
consumer satisfaction. This implies that as consumers per-
ceive higher levels of quality in service, more favourable
pricing, and effective promotional efforts, their satisfaction
with Percetakan UD. Wipra Print Karangasem increases
accordingly.
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L. Diputra & N. Yasa (2021) determined that consumer
loyalty significantly affects client dependability. They led an
assessment of the impact of item quality, brand picture, and
brand trust on both consumer loyalty and client faithfulness.
The examination included 185 respondents from Denpasar
City, who bought and utilized Samsung cell phones. Their
study employed a purposive sampling method for member
choice. The survey information was exposed to explicitly
Structural Equation Modelling (SEM). The results of this
study demonstrate that item quality has a positive and huge
effect on brand picture, brand trust, and consumer loyalty.
Moreover, brand picture and brand trust likewise exhibit a
positive and tremendous impact on consumer satisfaction.

Y. Suhardi et al. (2020) selected product diversity
as one of the variables in their research. Their study un-
veiled the impact of product diversity, price perceptions,
and service quality on consumers’ purchasing decisions.
R.S.D. Saputri (2019) established that both service quality
and price affect customer loyalty. A.D. Lestari & I. Hidayat
(2019) also investigated the impact of service quality, price,
and trust on consumer satisfaction. Their examination ana-
lysed clients of PT. Worldwide Fly Express (J&T) at the Jagir
Wonokromo branch in Surabaya who had made buys and
utilized cargo and reported conveyance benefits over multi-
ple times. The discoveries uncovered that quality and trust
meaningfully affected consumer loyalty. S. Subaebasni et al.
(2019) investigated the effect of brand image, service qual-
ity, and price on consumer loyalty. The sample comprised
171 respondents, and structural equation models were em-
ployed for data analysis. The results of the analysis indicated
that individually, brand image, service quality, and price all
had a positive and significant impact on customer loyalty.
Moreover, when thought about together, every one of the
free factors displayed a positive and huge effect.

MATERIALS AND METHODS

The subjects in this research are consumers who have used
and still use freight forwarding services through Shopee
Xpress, are at least 17 years old and domiciled in the Jakarta
Greater area. The type of data used in this research was pri-
mary information using a quantitative approach, obtained
through the distribution of online questionnaires using
Google Forms through social media such as WhatsApp
and Instagram. The questionnaire clearly states that the
data and information submitted are used for research pur-
poses only and are confidential. In this research, due to the
unknown population size, the sampling formula used was
Cochran, according to A. Sugiyono (2018) with the follow-
ing formula:

ZZ
n==1, (1)
_(1.96)%(0.5)(0.5) _
=0 - 96.04, (2)

where n - number of samples required; Z - the confidence
level is 95%, then the Z-value is 1.96; p — correct chance 50%;
q - 50% chance of being wrong; e - Sampling error 10%.

So, based on the formula, a sample of 96.04 people
was obtained. The instruments in the questionnaire were
prepared in the form of statements using the Likert scale
method with 5 alternative answers related to the 4 varia-
bles being researched. With a scale of Likert, the variables
measured are translated into variable indicators. Based on
the explanation above, the Likert scale can be seen as fol-
lows, Strongly Agree (Score 5), Agree (Score 4), Neutral
(Score 3), Disagree (Score 2), Strongly Disagree (Score 1).
In this research, respondents must choose one of the five
alternative answers available, then the values obtained will
be summed and the amount becomes the total value. The
data obtained would be calculated and processed using the
SmartPLS 4.0 data processing application using the Boot-
strapping method which presents a value of P-value.

A partial least squares (PLS) processing method was
employed. PLS carried out model measurements together
with validity and reliability checks, and structural model
testing (hypothesis testing with predictive models) was uti-
lized for causality checks. The relationship between each
block of items and its latent variable is shown by the outer
model, also known as the outer relation or measurement
model. A model’s validity and reliability tests are measured
using an outer model. Convergent validity, according to
I. Ghozali (2016), gauges the strength of the association be-
tween constructs and latent variables. The loading factor
for each construct indicator reveals the convergent validity
test. An optimum loading factor value allows the indicator
to accurately measure the constructed value, which is >0.7.
However, for empirical study, a loading factor value of >0.5
to 0.6 is regarded as adequate.

The measuring scale for each variable was determined
by the operational definition of variables. Service quality
(X1), price perception (X2), promotion (X3), and con-
sumer satisfaction (Y) were the four variables considered in
this study. To determine the bottom bound of the construct
dependability value, Cronbach’s alpha was applied. If both
the composite reliability and Cronbach’s alpha values are
more than 0.7, a variable is considered reliable. To deter-
mine the relevance of the dependent construct in the struc-
tural model, the R-square, path coeflicient values, or T-val-
ues for each path were used to evaluate the structural model.

Each endogenous latent variable’s R-square (R*) value
served as a measure of the structural model’s capacity for
prediction. The influence of some external latent variables
on endogenous latent variables that have a significant im-
pact can be explained by changes in the value of R-square.
The values of R?0.75, 0.50, and 0.25 in research on market-
ing issues, according to M. Sarstedt & J.-H. Cheah (2019),
suggest respectively, high, moderate, and weak measures of
influence. The better the prediction model of the research
model under study, the higher the value of R%. According
to the F-square (F?) evaluation, each independent variable
must be deemed significant to the dependent variable to
be valued for inclusion in the model. If the F> value of 0.02
is weak, the value of F* 0.15 indicates that it has a medium
model and the value of F2 0.35 can be said to have a strong
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model. The combination of validation and fitting functions
with forecasts of manifest variables and estimation of con-
struct parameters was represented by predictive relevance
(Q?). The results (Q?) are 0.02 for the weak fit model, 0.25
for the moderate fit model, and 0.35 for the strong fit model
in terms of predictive relevance validity. When Q? is more
than 0, the model is predictively relevant; when Q? is less
than 0, it is not.

RESULTS AND DISCUSSION

Respondents who were consumers of Shopee Xpress deliv-
ery service in the Jakarta Greater Area were 69 men, which
comprised 57.5%, and 51 women, comprising 42.5%. Re-
spondents who were consumers of Shopee Xpress delivery
service in the Jakarta Greater Area aged 17-25 years were
97 people with a percentage of 80.8%, respondents aged 26-
35 years were 21 people with a percentage of 17.5%, and re-
spondents aged >35 years were 2 people with a percentage
of 1.7%. Hence, it can be concluded that most respondents
who use Shopee Xpress delivery services are aged 17-25
years. Respondents domiciled in Jakarta were 81 people
with a percentage of 67.5%, respondents domiciled in Bo-
gor were 11 people with a percentage of 9.2%, respondents
domiciled in Depok were 19 people with a percentage of
15.8%, respondents domiciled in Tangerang were 4 people
with a percentage of 3.3%, and respondents domiciled in
Bekasi were 5 people with a percentage of 4.2%.

The data comprises respondents who utilize Shopee
Xpress delivery services in the Jabodetabek area, categorized
by their occupations: students (70 individuals, accounting
for 58.3% of the total); civil servants (1 person, constituting
0.8% of the respondents); private employees (34 individ-
uals, representing 28.3% of the sample); entrepreneurs (3
individuals, making up 2.5% of the group); housewives (4
individuals, comprising 3.3% of the respondents); others (8
individuals, with a percentage of 6.7%). This can be con-
cluded that most of the respondents who use Shopee Xpress
delivery services are students because Shopee Xpress freight
forwarding services have many promotions and discounts

such as free shipping that are preferred by students with the
capacity of budget so students often use freight forwarding
services through Shopee Xpress.

Respondents who are consumers of Shopee Xpress de-
livery services in the Greater Jakarta area with income/al-
lowance of under Rp 500,000 per month are 15 people with
a percentage of 12.5%, respondents with income/allowance
of Rp 500,001 - Rp 1,000,000 per month are 20 people with
a percentage of 16.7%, respondents with income/allowance
of Rp 1,000,001 - Rp 1,500,001 per month are 16 people
with a percentage of 13.3%, respondents with income/al-
lowance of Rp 1,500,001 - Rp 2,000,000 per month are 9
people with a percentage of 7.5%, respondents with in-
come/allowance of Rp 2,000,001 - Rp 5,000,000 per month
are 37 people with a percentage of 30.8%, and respondents
with income/allowance of over Rp 5,000,000 per month are
23 people with a percentage of 19.2%.

The respondents” usage of Shopee Xpress can be cate-
gorized as follows:

* less than 3 months - 31 individuals, accounting for
25.8%;

* 3-7 months - 25 individuals, representing 20.8%.

* 8-12 months - 14 individuals, making up 11.7%.

» more than 12 months - 50 individuals, with a per-
centage of 41.7%.

Respondents with the use intensity of 1-3 times a month
were 68 people with a percentage of 56.7%, respondents
with the use intensity of 4-5 times a month were 36 people
with a percentage of 30%, respondents with the use inten-
sity of more than five times a month were 16 people with
a percentage of 13.3%. This can be concluded that most re-
spondents use a lot of Shopee Xpress delivery services with
an intensity of use as much as 1-3 times a month because the
majority of respondents have an income of Rp 2,000,001 -
Rp 5,000,000 per month where the money is divided for daily
living needs and also other needs for their interests. Table
1 presents the results of data tests of service quality, price
perception, promotion, and consumer satisfaction with the
convergent validity value (outer loading) obtained.

Table 1. Convergent validity value (outer loading)

Variable Indicator Outer loading Description

X1.2 « X1 0.796 Valid

. . X1.3 ¢ X1 0.768 Valid
Service quality -

X1.4 < X1 0.808 Valid

X1.5«¢X1 0.795 Valid

X2.1<¢X2 0.830 Valid

) ) X22 ¢ X2 0.879 Valid
Price perception .

X23 ¢ X2 0.802 Valid

X2.4 <« X2 0.837 Valid

X3.1<¢X3 0.749 Valid

X3.2¢X3 0.717 Valid

Promotion X33¢X3 0.717 Valid

X3.4« X3 0.827 Valid

X3.5«X3 0.817 Valid
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Table 1. Continued

Variable Indicator Outer loading Description
Yl<¢Y 0.823 Valid
Y2¢Y 0.818 Valid
Y3<¢Y 0.814 Valid
Consumer satisfaction Y4<¢Y 0.842 Valid
Y5¢Y 0.848 Valid
Yo<Y 0.704 Valid
Y7<¢Y 0.775 Valid

Source: authors” development

The conclusion can be drawn that all the indicators of
the research variables, including service quality, price per-
ception, promotion, and consumer satisfaction, are deemed
valid, as they exhibit outer loading values exceeding 0.70.

The results of the data tests for service quality, price per-
ception, promotion, and consumer satisfaction, along with
their discriminant validity values (cross loading), can be
referred in Table 2 for further examination.

Table 2. Discriminant validity values (cross loading)

Service

Variable .
quality

Price perception

Average Variance

Consumer satisfaction Extracted (AVE)

Promotion

Service quality

X1.1 0.668 0.470 0.520 0.579
X1.2 0.796 0.678 0.586 0.585
X1.3 0.768 0.630 0.570 0.643 0391
X1.4 0.808 0.606 0.563 0.604
X1.5 0.795 0.583 0.546 0.562
Price perception
X2.1 0.691 0.830 0.620 0.629
X2.2 0.703 0.879 0.702 0.696 0.701
X2.3 0.616 0.802 0.674 0.628
X2.4 0.584 0.837 0.620 0.631
Promotion
X3.1 0.528 0.536 0.749 0.659
X3.2 0.494 0.605 0.717 0.610
X3.3 0.562 0.578 0.717 0.646 0.588
X3.4 0.543 0.606 0.827 0.703
X3.5 0.655 0.672 0.817 0.688
Consumer satisfaction
Y1 0.729 0.633 0.679 0.823 0.648
Y2 0.589 0.636 0.698 0.818
Y3 0.554 0.601 0.663 0.814
Y.4 0.643 0.630 0.719 0.842
Y.5 0.605 0.636 0.731 0.848
Y.6 0.615 0.611 0.641 0.704
Y7 0.630 0.602 0.725 0.775

Source: authors” development

It can be deduced that all variables within this study
exhibit adequate discriminant validity, as they surpass the
threshold of >0.70. Moreover, if the cross-loading value sur-
passes >0.60, it is considered satisfactory. Additionally, all
variables in this research boast an AVE (Average Variance

Extracted) value exceeding 0.50. For a research variable to
be considered reliable, both the composite reliability and
Cronbach’s alpha should exceed >0.70. The values of com-
posite reliability and Cronbach’s alpha are available in Ta-
ble 3. The results of the R-square test are provided in Table 4.

Economics, Entrepreneurship, Management, Vol. 10, No. 2



Determinant of Shopee Xpress consumer satisfaction in Jakarta Greater Area

Table 3. Value of composite reliability and Cronbach’s alpha

Variable Composite reliability Cronbach’s alpha Description
Service quality 0.878 0.825 Reliable
Price perception 0.904 0.858 Reliable
Promotion 0.877 0.823 Reliable
Consumer satisfaction 0.928 0.909 Reliable

Source: authors’ development

Table 4. R-square value (R?)

Variable
Customer satisfaction

R-square

R-square adjusted

0.796 0.791

Source: authors’ development

It can be concluded that both the R-square value
and the adjusted R-square value exhibit a robust influ-
ence, with values of 0.796 and 0.791, respectively. This
strength is evident as the R-square value of 0.75 signi-
fies a substantial impact. The assessment of the impor-
tance of each independent variable about the dependent
variable was determined using the F-square value. The

inclusion of an independent variable into the model was
contingent upon its level of significance. A weak model
is indicated by an F-square value of 0.02, while a medi-
um model is characterized by an F-square value of 0.15.
Conversely, an F-square value of 0.35 suggests a strong
model. Detailed results of the F-square value test are
available in Table 5.

Table 5. F-square value (F?)

Indicator F-square Description
Service quality > Consumer satisfaction 0.158 Medium
Price perception > Consumer satisfaction 0.017 Weak
Promotion > Consumer satisfaction 0.590 Strong

Source: authors’ development

Table 5 shows that the value of F-square in the service
quality variable on consumer satisfaction is 0.158. With
such a value, it can be stated to have a moderate mod-
el because the value of the substant level is greater than
0.15. The price perception variable on consumer satis-
faction is 0.017. It can be stated to have a weak model be-
cause the value of the substant level is smaller than 0.02,
also in the promotion variable on consumer satisfaction

is 0.590. It can be stated to have a strong model because
the value of the substant level is greater than 0.35. It can
be concluded that the service quality variable of 0.158 is
stated to have a moderate model, the price perception
variable of 0.017 is stated to have a weak model, and the
promotion variable of 0.590 is stated to have a strong
model. The test results of predictive relevance (Q?) can
be seen in Table 6.

Table 6. Predictive value relevance (Q?)

Variable

Consumer satisfaction 0.787

Q? predict

RMSE
0.483

MAE
0.367

Source: authors’ development

Table 6 shows that the result of the value of predictive
relevance (Q?) is 0.787, which means that the value of pre-
dictive relevance (Q?) is greater than 0, which means that it
has predictive relevance, and the value has a strong model
predictive relevance validity greater than 0.35. Thus, it can
be concluded that the model in this research had a relevant
predictive value and a strong predictive relevance validity
of fit, where the research model could explain the existing
information.

The goodness of fit test in this research was used to
determine the compatibility in the data distribution of a
research model and the test can be seen with the SRMR
(Standardized Root Mean Squared Residual) value. The
value of goodness of fit with an SRMR value of 0.066 means

that the fit model is good, as the SRMR value below 0.08
indicates that the fit model is categorized as such. The value
of goodness of fit with an NFI (Normed Fit Index) value of
0.783 categorizes the fit model as strong due to a base value
of NFI being 0.36, which is interpreted as a good model
and is categorized as large or strong. It can be concluded
that the value of goodness of fit with SRMR and NFI values
are respectively categorized as good and strong. A struc-
tural model can be prepared consisting of several exoge-
nous variables, namely service quality, price perception,
and promotion of endogenous variables, namely consumer
satisfaction (Fig. 1).

Hypothesis testing in this research used PLS analysis
by looking at the path coeflicient contained in Table 7.
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Figure 1. Statistical T-values and P-values structural model of the effect
of exogenous variables on endogenous variables
Source: authors’ development

Table 7. Path coefficient value

Standard deviation

Variable Path coefficients

T-statistics  P-values

Description

(STDEV)

Service quality » Consumer satisfaction 0.269 0.088 3.066 0.002 Significant
Price perception > Consumer satisfaction 0.107 0.101 1.063 0.288 Insignificant
Promotion > Consumer satisfaction 0.584 0.078 7.475 0.000 Significant

Source: authors” development

Service quality on consumer satisfaction. The path co-
efficient results reveal a T-statistical value of 3.066, which is
greater than 1.96, at a significance level of 8=0.05. Addition-
ally, the P-value is 0.002, which is less than 0.05. These find-
ings indicate that service quality has a direct and significant
effect on consumer satisfaction. Moreover, the positive path
coefficient value of 0.269 signifies a positive relationship be-
tween the service quality variable and consumer satisfaction.

Price perception on consumer satisfaction. The path
coeflicient results indicate a T-statistical value of 1.063,
which is less than 1.96, at a significance level of 8=0.05.
Furthermore, the P-value is 0.288, which is greater than
0.05. These results suggest that price perception does not
have a direct effect on consumer satisfaction. However, the
positive path coefficient value of 0.107 implies a positive
direction in the relationship between the price perception
variable and consumer satisfaction.

Promotion on consumer satisfaction. The path coeffi-
cient findings show a T-statistic value of 7.475, which ex-
ceeds 1.96, at a significance level of £$=0.05. Additionally,
the P-value is 0.000, which is less than 0.05. These results
indicate that promotion has a direct and significant impact
on consumer satisfaction. Furthermore, the positive path
coeflicient value of 0.584 signifies a positive relationship
between the promotion variable and consumer satisfaction.

The measurement results for the goodness of fit model,
specifically the SRMR and NFI values, are indicative of a
strong and satisfactory fit. Referring to Table 7, it's evident
that the path coefficient values are significant (p<0.05). Con-
sequently, it can be concluded that the independent variables
(exogenous variables) in this study, which encompass service
quality, price perception, and promotion, collectively influ-
ence the dependent variable, namely consumer satisfaction.
This determines that the variations observed in the consum-
er satisfaction variable can be elucidated by these three inde-
pendent variables. The coefficient of determination, denoted
as R-square and detailed in Table 5 with a value of 0.796, falls
within the category of strong influence. This implies that
approximately 79.6% of the variations in consumer satis-
faction can be attributed to the three independent variables,
namely service quality, price perception, and promotion. The
remaining 20.4% of variability is explained by other inde-
pendent variables that fall outside the scope of this research.

In light of the consequences of the exploration di-
rected, Table 7 shows that help quality factors to some ex-
tent affect customer fulfilment. The service quality varia-
ble has a path coeflicient value of 0.269 with a T-statistic
value of 3.066>1.96 and a probability value of P-values of
0.002<0.05 (p<0.05). This shows that the help quality var-
iable affects buyer fulfilment. This implies that the nature
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of administration has an impact on expanding purchaser
fulfilment. This condition follows the aftereffects of the pre-
vious studies by C. Jannah & L. Alhazami (2022), which an-
alysed comparable factors in this exploration, in particular
the assistance quality to customer loyalty. This shows that
the service quality variable has a positive and significant
effect on consumer satisfaction and Shopee Xpress con-
sumers in the Jakarta Greater Area are satisfied with the
service quality provided by Shopee Xpress freight forward-
ing services. This outcome additionally upheld the hypoth-
esis that help quality is the most elevated level of command
over that level expected and customer loyalty (Tjiptono,
2012). Fulfilment will likewise rely upon item and admin-
istration quality. P. Kotler & K. Keller (2016) provided a
definition from the American Culture for Quality, which
states: “Quality is the entirety of highlights and attributes of
an item or administration that bear on its capacity to fulfil
expressed or suggested needs”. Besides, they have reasoned
that the nature of items and administrations, customer loyal-
ty, and company benefit are unpredictably interconnected. In
particular, they declare that a more significant level of value
brings about a more significant level of consumer satisfac-
tion. This highlights the meaning of conveying great items
and administrations to accomplish positive client encounters
and eventually upgrade an organization’s productivity.

The variable of price perception does not exhibit a par-
tial impact on consumer satisfaction. This is indicated by
the path coefficient value of 0.107, with a T-statistic value of
1.063, which is less than 1.96, and a P-value of 0.288, which
is greater than 0.05 (p>0.05). These findings suggest that,
while there is a positive relationship between the price per-
ception variable and consumer satisfaction, it lacks statisti-
cal significance. In essence, price perception does not have
a significant influence on enhancing consumer satisfaction.
This outcome diverges from the findings of prior research
conducted by S. Santi & A. Putra (2021), which explored
similar variables, specifically the impact of price perception
on consumer satisfaction. In their research, they reported
that price perception had a positive and significant effect
on consumer satisfaction. However, the results of this study
align with the conclusions of previous research conducted
by A.D. Lestari & I. Hidayat (2019), which suggested that
price had no significant influence on consumer satisfaction.
These findings indicate that, based on the data obtained,
not all respondents in the Jakarta Greater Area agreed with
the pricing structure offered by Shopee Xpress.

Based on the results of data processing, it can be seen
that the promotion variable has a partial effect on consum-
er satisfaction. The promotion variable has a path coeffi-
cient value of 0.584 with a T-statistic value of 7.475>1.96
and a probability value of P-values of 0.000<0.05 (p<0.05).
This shows that the promotion variable has a positive and
significant effect on consumer satisfaction. This means that
promotion has the effect of increasing consumer satisfac-
tion. This condition correlates with the results of previous
research conducted by N. Sukarsih & G. Suputra (2021),
stating that promotion affects consumer satisfaction. This

shows that Shopee Xpress consumers in the Greater Jakarta
area agree that promotions carried out by Shopee Xpress in
the form of advertisements in various mass media or social
media and certain events, make it easier for consumers to
get information about the shipping features/services.

The dominant variable is carried out to determine
which independent variable has the most effect on the
dependent variable (endogenous variable) by comparing
other independent variables. Based on the results of the
research conducted, Table 7 states that the most dominant
and influential variable in this research is the promotion
variable with the highest path coefficient value 0.584. This
shows that the promotions carried out by Shopee Xpress are
in the form of advertisements in various mass media or so-
cial media and at certain events, making it easier for con-
sumers to get information about the shipping features/ser-
vices owned by Shopee Xpress.

CONCLUSIONS

It was observed that Service quality has a significant im-
pact on Shopee Xpress consumer satisfaction in the Jakarta
Greater Area. On the other hand, price perception was
found to have no direct influence on Shopee Xpress con-
sumer satisfaction in the Jakarta Greater Area. The promo-
tion was found to exert a notable impact on Shopee Xpress
consumer satisfaction in the Jakarta Greater Area. When
considered together, service quality, price perception, and
promotion collectively affect Shopee Xpress consumer sat-
isfaction in the Jakarta Greater Area. Among these varia-
bles, promotion emerged as the most dominant and influ-
ential factor affecting Shopee Xpress consumer satisfaction
in the Jakarta Greater Area. The results of this research
proved that service quality, price perception, and promo-
tion were variables that determine consumer satisfaction in
Shopee Xpress delivery service in the Jakarta Greater Area.
The research implications are as follows: Shopee Xpress in
the Jakarta Greater Area has good service quality, and the
promotions offered and provided by Shopee Xpress make
people, especially in the Jakarta Greater Area, interested
because of promos such as vouchers or discounts and free
shipping so that consumers feel more satisfied. However,
the price perception on Shopee Xpress has no effect on
consumer satisfaction, due to the price of shipping options
when there is no promotion or event offered by Shopee
Xpress has an unaffordable price and is more expensive
compared to other goods delivery services, so consumers
feel less satisfied with the price perception given. In this
research, it is expected that Shopee Xpress freight forward-
ing service companies located in the Jakarta Greater area to
be able to maintain and improve the marketing strategies
that have been implemented, such as improving the service
quality, especially in physical evidence, empathy, responsive-
ness, reliability and assurance, so that it can further increase
the value of consumer satisfaction and ultimately become a
service that is still demanded by consumers. It is hoped that
further research can add other variables such as brand image
to make the research better and more complete.
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Bu3Ha4vanbHUi paKTop 3a40BOSIEHOCTI crno)kuBadiB Shopee Xpress
y Benukin JyxakaprTi

AHoTauiq. Jlorictuka Bifirpae BaX<IMBy poNb Y CIPUAHHI KOPHIOPATVMBHIN TOPriB/Ii NUIAXOM HaJaHHSA HeoOXimHMX
IIOCITYT UL JOCTaBKM TOBapiB Bifj BUPOOHUKIB J10 croKuBaviB. ToMy BaX/IBO BPaxOBYBAaT) CTAaBJIEHHS Ta NOBEHiHKY
CTIO>XMBaYiB, IOB>SI3aHY i3 3a[JOBOJIEHICTIO MOCITYTaMUy, 1IJ0 HAZLAI0THCA TOTiCTUYHMMY KOMIaHiAMI. MeTOoo JOCTiKeHHA
€ aHaJIi3 BIUIMBY AKOCTI IOC/IYT, CIPUIHATTA LiHU Ta IPOCYBAaHHA Ha CIIOXKNUBYY 3a[0BOJICHICTb CcIIO>XMBaviB Shopee
Xpress Ta BM3Ha4eHHA TOT0, AKi 3MiHH] € Hait0i/1b11 foMiHyI0YMMH. MeToy| aHaIi3y, BUKOPUCTAHWUIT y LIbOMY BOCTiI>KEeHH], -
YaCTKOBMII MeTOJ| HalIMeHIIMX KBafpaTiB. Bylu npoBeneHi HACTYIHI eTaly TeCTYBaHHA: TeCT Ha 30DKHY BaslifgHICTD,
IOVMCKPUMIHAHTHY BaJIiIHICTb, KOMIUIEKCHY HapiiiHicTp, ambda Kponbaxa, R-xBapgpar, F-kBampar, IpOrHOCTUYHY
Pe/leBaHTHICTD, IPUAATHICTD KO eKCIUTyaranii Ta koedinieHT nuraxis. JaHi, BUKOpUCTaHi B IbOMY JOCIiPKeHHI, 6yIn
OTpMMaHi 3a JOIIOMOrOI0 aHKeTYBaHHA, i 6yno 3i6pano BaminHi gani 120 pecrnioHpmeHTiB. MeTon BuOipkn B LIbOMY
TOCTiKeHH] — HeiMOBipHicHa Bu6ipKa 3 TeXHIKOIO Ili/IecIpsAMOBaHOrO Bifi6opy. PesynbraTy moxasany, mo 3MiHHi SKOCTi
00CITyrOBYBaHHA Ta IPOCYBaHH: BIUIMBAIOTDh Ha 3a[JOBOJIEHICTD CIIOXKVBAYiB, a/le 3MiHHA CIIPUITHATTS LIiHN He BIUIVBA€E
Ha 3aJJ0BOJICHICTD CIIOXKVBAYiB, @ HAJIOI/IbII JOMIiHYI0YOI0 3MiHHOIO Ha 3a/JOBOJIEHICTD CIIOXKMBAYiB € 3MiHHA IIPOCYBaHHA.
3MiHHI fAKOCTI OOC/ITYroByBaHHS, CIPUIHATTA LIHU Ta IPOCYBaHHA OJHOYACHO BIUIMBAMVM Ha CIOXWUBagiB Shopee
Xpress y Benukiit [I)xakapTi. Pesynbraty ocimiikeHHA JOBOJATD, IO TP OCII/I)KyBaHi 3MiHHI BM3HAYalOTh CIIOKUBYY
3aJJ0BOJICHICTb KOpPMUCTYBauiB cmyx6m pocraBku Shopee Xpress y Bemukiit [xakapri. Ile gocmimkenHsa cdoxycoBane
Ha KOMIIaHiAX, fe Oi/nbllle jrofieil BMUpIlIaTh CKOPUCTATMCSA HOCAYraMy, LIO HaJaloTbCs, MifKPIIUIeHi peKIaMHVMMU
aKILiAMM Ta CIPUIHATTAM aJeKBATHUX IIiH, a pe3y/JbTaTu JAITh IPAKTUYHI PEKOMEHJALI 00 IMOKPALIeHHA AKOCTI
00CITyrOBYBaHHA IMX CaMUX KOMIIaHiil y Mali0y THbOMY
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Abstract. Analytical reviews at the international level highlight the issue of the quality of public reporting information
on the performance of companies and their economic potential. The component and subject of these discussions is the
use of alternative methods in the accounting system - “comparison of income and expenses” and the “balance sheet
approach’, which significantly affect the results of the calculated indicators. The purpose of this study is to formulate
proposals for solving existing problems and analyse the best practices of accountants in Eastern Galicia in the second half
of the 19th and mid-20th centuries to identify successful ideas for their use in modern research. The study uses a system
of general scientific methods and specific techniques to clarify the role and significance of accounting information in the
architectonics of the modern economy. The scientific results substantiate the author’s opinion that the information presented
based on the approach of coordinating (comparing) income and expenses objectively reveals the level of performance of
modern companies, and therefore, more meets the real needs for management processes and the functioning of the market
mechanism. The paper substantiates that the methodology of “coordination of income and expenses” should be given
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in the system of market analytics criteria. The balance sheet approach with its fair value principles in the accounting
system is considered necessary, but its application should be considered as an additional tool for providing information
to investors and counterparties of the market process. On its basis, companies provide the capital and investment markets
with information in their public financial statements about the state and structure of their actual financial and economic
potential. The scientific results also include the methodological developments identified and evaluated in past studies,
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INTRODUCTION

In a modern globalised economy with an expanded net-
work of capital and investment markets, discussions about
the objectivity of publicly presented information about
the real performance of company’s activities are becoming
more relevant. Criteria for disclosure of the effective func-
tioning of an economic entity operate in a wide range, but
most often use such indicators of the accounting and re-
porting system as sales volumes, profit (loss), and chang-
es in the cost of equity. From the standpoint of the market
mechanism (market economic assessment), the position is
that accounting relevant and transparent public informa-
tion allows assessing the current and predictive character-
istics of the value of shares (equity) of companies on a more
reasoned basis. However, in many theoretical presentations
and practical reviews in relevant scientific publications,
quite convincing arguments are given that the information
formed based on modern accounting standardisation does
not objectively reveal the results of operational activities
and the cost expression of the productive power of the es-
timated financial and economic resources, does not reflect
the real economic nature of the relationship between profit
and capital.

At the international level, there was a debate about the
use of one of two alternative accounting methodological
approaches in the accounting and reporting system - “bal-
ance sheet” (“active — passive”) and “based on the coordi-
nation of income and expenses”. The methodological tools
included in them significantly change the calculated total
result of the company’s activities. The first one is recom-
mended by international accounting and reporting stand-
ards and focuses on reporting assets measured at fair (pres-
ent) value. The second one, when calculating the financial
result, focuses accounting procedures on the use of past
historical expenses (accounting and writing off assets at the
purchase price).

C.R. Baker (2019) makes convincing arguments that
neither the balance sheet nor the income-expenditure ap-
proaches can be fully implemented in practice. With the
current dominance of the balance sheet approach, informa-
tion obtained using the accounting methodology for com-
paring operating income and expenses is still considered
as a basic basis for the process of balancing the total re-
sults of the company’s functioning. Ukrainian researchers
A. Oriekhova & V. Tolstosheeva (2021) also note that market
relations require revision and improvement of accounting
for financial results, which are simultaneously affected by
the method of reflecting income and expenses, and assets
and liabilities. I. Chernikova & A. Poluliakh (2020) from
the same standpoint, characterise the existing dualism in
accounting methodology, noting that financial result as
an accounting category is calculated either with the domi-
nance of the methodology based on the difference between
income and expenses, or is established considering changes
in the amount of capital. L. Baruch (2018) makes a compel-
ling argument that “as a result of excessive emphasis on the
fair value of assets while neglecting the matching of income

and expenses, the traditional emphasis on profit disclosure
in reporting, which continues to be an essential element for
investors, has disappeared”.

In the study of E. Braun (2022), a substantive com-
parison of accounting methods of comparing income and
expenses with the balance sheet approach is based on the
analysis of the impact of accounting and reporting infor-
mation on market conditions and equilibrium. This pa-
per concludes that the introduction of fair value into the
accounting system destroys the very basis of the market
pricing process. Similar is the opinion of Ukrainian re-
searchers K. Shevchuk & V. Bondar (2019), who noted that
since the final results of an enterprise’s activity affect not
only its economic situation, but also the level of social pro-
duction and consumption, it is necessary to take a more
thorough and qualified approach to the development of its
components — income and expenses, studying in detail and
analysing the factors under the influence of which the fi-
nancial result is formed. From the same macroeconomic
standpoint, I. Pushkar & H. Nikolaeva (2021) consider ar-
eas of improvement of accounting and analytical support
for the development of financial results, substantiating that
they lie in the plane of detailing information on income re-
ceived. Supporting such a development of the accounting
and reporting system, H. Nazarova et al. (2020) note that
the financial result, which is determined by comparing in-
come and expenses, more objectively provides information
to internal users for making managerial decisions.

The purpose of the study was to summarise modern
discussions on the existing problem of using a more ap-
propriate methodology for generating information about
income and expenses in the accounting and reporting sys-
tem of modern enterprises. The overall goal also includes
conducting a retrospective analysis of past developments
to identify successful ideas on the topic under study. The
general methodological foundations of this study are based
on the main function of the accounting system - reflecting
the efficiency of activities (income, expenses and financial
results) and the resource potential of the business entity.
The research was carried out using general scientific meth-
ods and specific techniques in the field of accounting, man-
agement, and economics. When analysing and evaluating
past developments, the methods of historical and logical
analysis were used, which provided an objective review of
the theoretical foundations and practices of reflecting the
company’s performance in accounting and public report-
ing. The conceptual and methodological foundations of
the study are built based on the author’s chosen content, a
combination of the results of modern research and analysis
of the solution of this problem in the past. The elements of
scientific originality include the results of establishing sep-
arate accounting approaches to accounting for income and
expenses that are relevant for modern research, formulated
in papers published on the territory of Eastern Galicia in
the period from the second half of the 19" century to the
middle of the 20" century.

Economics, Entrepreneurship, Management, Vol. 10, No. 2



O. Lemishovska

INTEGRATION OF ACCOUNTING AND
MANAGEMENT ANALYTICS: FROM PUBLIC
FINANCIAL STATEMENTS TO MARKET VALUE
AND SUSTAINABILITY MODELS

The role of public financial reporting indicators in the
company’s management system and in market analytics
models in the field of accounting and management is dis-
cussed in various contexts. At the methodological level of
the accounting field of knowledge, the paper analyses the
compliance of the use of the “operating income and ex-
penses comparison” or “balance sheet method” approach
in accounting with the current economic conditions. The
debate on this issue raises questions about the impact of
each of them on the value of the calculated financial result
and the publicly presented value of financial and economic
potential. In the literature, the current focus of accounting
and reporting on the balance sheet model is generally char-
acterised as quite rational and appropriate for the needs of
the modern architecture of a market economy.

For a long period of time, questions have been dis-
cussed about the choice of the base and tools for verification
of the company’s performance (efficiency) in the account-
ing system. This line of research is aimed at comparing the
accounting profit indicator with the market value criteri-
on (Hax, 2003), that is the debate lies in the coordinates of
historical and just value discussions. Some of the authors
support accounting for fair value and indicate the errone-
ous application of present value in the modern economy,
however, arguing for the need to develop an alternative con-
ceptual framework (Rayman, 2007). Other authors, such as
C. Laux & C. Leuz (2009), prove the existing obvious signs
of crises of use in fair value accounting. In discussions on the
research area, R. Barker & S. Schulte (2017) set the following
question: if the introduction of the “fair value” of a certain
tangible or intangible asset into the accounting system was
fully confirmed, then the market mechanism (market ana-
lytics) would not be so in dire need of “useful information” as
public financial statements are considered. That is, this refers
to the fact that the fair value of a particular asset available to
the company in the accounting system is recorded based on
(with the help of) information from the market. Based on
this state of affairs, A. Oriekhova & V. Tolstosheeva (2021) ar-
gue that market relations require revision and improvement
of the system for providing information in the statement of
financial results (statement of comprehensive income). Re-
garding Ukrainian practice, I. Chernikova & A. Poluliakh
(2020) note that “the current regulatory framework for the
organisation of accounting for income, expenses, and finan-
cial results does not allow fully meeting the needs of internal
and external users of accounting information, since there is
not enough detailed information about financial results and
their ratio to the company’s income and expenses”.

To understand the depth of the problem, researchers
focused on a well-known paradox in financial accounting,
noted by L. Moore (2011). The problem lies in the difficulty
of simultaneously achieving high-quality profit indicators
for the reporting period and providing information on the

value of assets and liabilities at fair (present, market) value.
The reflection of the real value of assets requires their re-
valuation at present value, that is, accounting procedures,
which, in turn, distort the objectivity of the calculated fi-
nancial results. Theoretical developments provide argu-
ments about the possibility of partially overcoming the
existing problem based on analysis of the basic methodo-
logical foundations formulated in the past. T. Berdnikova
(2011) considers that “synthesis of the best achievements
of well-known accounting schools and analysis of the best
practices of well-known researchers of the past can enrich
accounting thought and ensure progress in improving the
accounting of financial results of enterprises of the modern
economy”. A similar (related) view to Ukrainian scientists
is held by the well-known American researcher L. Baruch
(2018). Exploring the reasons for the deterioration in the
usefulness of financial statement information and formu-
lating the opinion on how to change this, the researcher
concludes: “if coordination of revenues and expenses is a
prerequisite for high-quality earnings information that is
the focus of investor attention, then the income statement
model developed in the past (the matching model) is not
a relic of the past, but should be the guiding principle for
building and improving modern accounting standards”

Modern publications in relevant scientific journals
on the topic of this study also rely on past developments.
In particular, this applies to the papers by representatives of
the Austrian school of economics and the German school of
accounting (Mises, 1920; Schmalenbach, 1931). In modern
developments, it is noted that they formulate a sufficiently
reasonable model for calculating the effectiveness of the cap-
ital cycle by comparing the costs incurred and the income
received. For example, E. Braun et al. (2016) used the ap-
proach of L. Mises to capital in order to show how the market
process can be explained based on the approach of the Aus-
trian school. The study by M. Olbrich et al. (2015) also relies
on business evaluation approaches based on the Austrian
School. In developments aimed at formulating the reporting
parameters of the relevant concepts of sustainable develop-
ment, an expanded view of capital is also used, considering
its cost form of social and environmental components.

PUBLIC FINANCIAL STATEMENTS AND
THE MARKET ENVIRONMENT: CONTENT
RELATIONSHIPS

To emphasise the role and importance of information of
the accounting system and indicators of public financial
statements in market processes, the paper analyses the gen-
eralised view of scientists on the disposition of reporting
indicators as instrumental components in the system of
market mechanism. R. Marshall & A. Lennard (2016) re-
vealed exactly how the choice of the basis for measuring
income and expenses in the accounting system and the in-
formation expressed in the reporting indicators affects the
assessment of various market processes. From the stand-
point of the functioning of the system and complex market
tools, researchers hold the view that accounting institutions
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are a “logical necessity of the market process, and the ac-
counting function in this context has a reinforcing impact
on the process of market balancing” (Braun, 2022). Mod-
ern advances in communication and information technol-
ogies have not significantly affected the format of financial
(accounting) reporting. Public financial statements, as in
previous periods, are intended to reveal the efficiency (ef-
fectiveness) of the company’s activities and the existing
economic potential. The standardised content and essential
parameter of public financial reporting indicators is con-
sidered from the standpoint of the non-equilibrium state of
the current market environment. When processing further
material, the author of this study adheres to the position
that the profit shown in public financial statements should
follow from transactions actually implemented (cash meth-
od of income recognition). The profit indicator calculated
on the basis of a comparison of income and expenses is
more realistic, and the information base of reporting in
this case becomes more reliable to ensure the operation
of the “invisible hand” in a market economy. This, to a
greater extent, theoretical conclusion is confirmed by the
results of surveys conducted at the practical level (Dichev
et al., 2013). They concerned the significance (weight) of
criteria for ensuring the quality of accounting information
about the financial results of companies. Systematic data
showed that “92% of chief financial officers surveyed con-
sider accounting policies to match income and expenses”.

Many modern analytical reviews point to a decline in
the usefulness of information in companies’ financial state-
ments. Empirical evidence is provided that the accounting
and reporting information generated according to stand-
ardised requirements not only does not objectively reflect
the company’s performance for the reporting period, but
also does not allow investors to predict future results and
explain the dynamics of share prices based on it. Investors,
chief executive officers and market analysts discuss the
relevance and usefulness of information in financial state-
ments. L. Baruch (2018) cites the results of surveys that in-
dicate both the general view and the reasons for the decline
in the information usefulness of public reporting of compa-
nies. They are primarily concerned with “the growing gap
between capital market performance and financial infor-
mation, especially in terms of reported earnings”. This and
similar theoretical conclusions are confirmed by the re-
sults obtained by Y. Biondi (2015) by conducting economic
analysis using mathematical and experimental modelling.
The study was aimed at identifying the level of influence of
public reporting information on the establishment of ex-
pected market prices of shares in the future.

Balance sheet items provide information on the cost
expression of the company’s available economic resources,
capital, and liabilities. In modern balance sheets, such val-
ues are a mixed set of historical, fair, and some questionable
valuation techniques. This group should also include the
reflection in the balance sheet of various types of reserve
and insurance sources to ensure unpredictable processes
of capital loss without their support by actually created

property values (fictitious capital). The above significantly
confuses and in many cases misleads external users about
the real potential of the company. It is worth noting that
at present, in fact, there is no alternative to financial state-
ments in the form of a formalised integrated information
system for the market mechanism.

The real existence of these and some other problems
leads to the need for additional disclosure of operational data
in various types of non-financial reporting. They provide al-
ternative accounting standardisation data on income and
expenses (one-time, random, etc.), which in one way or an-
other affect the perception of external users about the com-
pany’s profitability for the reporting period. Since this type
of adjustment is different in different companies, therefore,
such information should be considered to be of limited use
to external users (market analytics). Many of these specu-
lative accounting procedures are difficult to disclose to ex-
ternal users of public statements, especially when it comes
to deferred income and expenses or internally generated
goodwill. In financial statements, an important criterion for
external analytics is the ability to compare the correspond-
ence of income data with cash flows within a particular com-
pany. Despite this, it can be interpreted with confidence that
the profits in the accounting system determined by differ-
ent conceptual and methodological approaches, which are
used by different companies, to a certain extent, level the
basis for comparative analysis (evaluation) of the effective
activities of various market economy entities.

Modern approaches to the formation of reporting indi-
cators focus on the fair value of a company’s assets and liabil-
ities and its comprehensive income. This leads to the fact that
the market environment is actually provided with somewhat
conditional information, since on this basis it is declared that
companies actually own the value expressed in the finan-
cial statements. In fact, the values estimated in the financial
statements are based on the rather speculative assumption
that the modern market is absolutely liquid at face value of
long-term assets. In this context, T. Schildbach (2012) draws
attention to such a somewhat paradoxical point, which is
that it is the market that provides fair value information for
the accounting system and at the same time uses it as for-
malised by this system. This is especially true for the entire
group of intangible assets (the productive power of this type
of resource potential, and with it the cost and its write-off).
Many researchers hold the position that it is the problem of
intangible assets that is the main reason for the deterioration
of the usefulness of financial information for investors.

In recent years, there have been discussions about
the recognition of intangible assets in accounting and the
problems of accounting methodology to adequately reflect
these assets. The same applies to goodwill, most of the
elements of which are very vague (illusory), and there-
fore evaluated subjectively. There are also some arguments
about including items in the balance sheet that cannot be
clearly and unambiguously qualified as assets or liabilities
(deferred income and deferred expenses). From a method-
ological standpoint, this can be classified by the accounting
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technique “smoothing the reported income and its volun-
teerism”. From the standpoint of economic matter, infor-
mation about profit (retained earnings, uncovered loss) is
still very conditional, since the balance sheet asset does not
provide sufficiently reliable equivalents.

The purpose of the study was not only to consider the
current problems, but also to identify successful accounting
decisions in the past, in particular in theoretical develop-
ments formulated on the territory of Galicia or implemented
approaches to accounting for income and expenses. Such
content is also used in other modern research. For exam-
ple, Y. Biondi (2008) in his study uses the basic principles
of economic theory of the famous scientist Joseph Alois
Schumpeter through the prism of a dynamic accounting view
of the firm. J. Schumpeter started his scientific activity on the
territory of Austria-Hungary covered by the time frame of
this study. He believed that it is expedient to use a dynamic
accounting approach to present an economic entity in the
market environment. The accounting system in this context
has been characterised as a “sublime monument” in terms
of cost — profit calculus and a type of activity that “power-
fully drives the logic of the enterprise” (Schumpeter, 1987).
This definition reflects the current view (mostly declarative)
on the content of the relationship between public financial
statements and the market environment. It is also worth not-
ing the opinion of this researcher regarding the applied level
of disclosure of the generalised economic category “capital™
“how many confusing and absurd disputes could have been
avoided if economists had adhered to the accounting values
of this term and the expression of capital”

The above is intended to draw attention to the rather
speculative modern operation in the capital and invest-
ment markets of the intangible component of companies’
equity. The scientist argued that the concept of “capital” is
monetary in essence and means either real money, or the
right to money, or some goods that are valued in money.
This definition largely confirms the accounting principles
and criteria for capital recognition, which should also pre-
vail in modern accounting conventions. The approaches to
the category “capital” in accounting manuals and textbooks
were similar to this. For example, it was noted that “the ac-
count of financial results (gains and losses) in its economic
content is not only a result account, but directly a capital ac-
count, that is, an account of a proportionate (interrelated)
reflection of property and capital gains” (Ciompa, 1910).
In modern methods of estimating the value of companies,
approaches to determining the value of equity of market
entities are formulated on this basis.

COMPARISON OF THE METHODOLOGICAL
BASIS OF INCOME-EXPENDITURE AND
BALANCE SHEET APPROACHES AS A BASIS
FOR MEASURING PROFITABILITY IN THE
ACCOUNTING SYSTEM: A MODERN VIEW AND
HISTORICAL EXCURSION

The balance sheet model is based on the fact that income re-
flects changes in net assets (equity) between two reporting

periods. The income statement model considers the perfor-
mance of an enterprise by comparing recognised income
and expenses for the reporting period. In modern practice,
based on a certain combination of both approaches, an in-
formation basis is formed for analysing the efficiency (ef-
fectiveness) of an economic entity’s activities. In the first
model, profit refers specifically to expenses incurred and
income received by the business entity, and therefore, the
information generated on this basis is generally perceived
as more specific. The accounting system informs an in-
dividual firm about the effectiveness of the financial and
economic actions actually performed by it, which are infor-
mally close to the monetary profit received (Braun, 2022).

The reasons for the previously mentioned “deteri-
oration in the usefulness of financial information” in the
research are noted: “the neglect of organisations that set
accounting standards, the traditional model of the income
statement (the approach of comparing income with ex-
penses) and setting priorities in favour of the balance sheet
model (asset valuation)” (Baruch, 2018). It is considered
that the approach based on the correspondence of income
and expenses corresponds to the universal business model
of spending resources in the process of making a profit. In
analytical reviews on this topic, the real problem of the bal-
ance sheet model is seen not in its very conceptual basis,
but in the inability to adapt the rules for accounting rec-
ognition and valuation of assets in the context of dynamic
replacement of tangible assets with intangible ones. The
analytical publication by E. Braun (2022), comparing the
income and expense comparison method with the balance
sheet approach, notes that high-quality earnings should be
considered those that are stable and recurring, supported
by actual cash flows in the absence of significant impact of
one-oft items and long-term estimates.

Based on the purely methodological content of the ac-
counting system tools, a direct comparison of income-ex-
penditure and balance sheet approaches can be carried out
to a greater extent only at the abstract and logical level. At
the same time, based on a generalising (estimated) view,
the author of this study adheres to the position that the
modern accounting and reporting system is largely re-
moved from determining the total amount of profit based
on actual operations. It is also recognised as real that in the
methodology for comparing expenses and income, a sig-
nificant problem point is the reflection of non-expendable
assets and liabilities of a modern company. The principle of
reflecting historical expenses in the balance sheet for such
assets does not make much sense for the capital market.
N. Hax (2003) holds the position that this component of
the overall problem should be considered as one that can-
not be solved perfectly. At the beginning of the 20" century,
the basic principles of accounting and procedural method-
ology for comparing income and expenses for the report-
ing period were mainly formulated. They should be con-
sidered sufficiently suitable for determining net income,
provided that companies operate in an industrial-type
economy. In the current conditions, the focus was not on
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individual assets and liabilities and their value, but on the
results of the enterprise as a whole. Therefore, in practice,
the assumption was made that the capital invested in the
enterprise (own and borrowed) should be recovered from
operating income. This indicator can be used to determine
whether the company’s expenses made effective sense, tak-
ing into account the criterion for forming sources for pos-
sible dividends for shareholders.

In the conditions of a post-industrial (information-in-
tellectual) type of economy, this method of calculating
total net income still cannot be considered suitable even
if it is adapted. The conceptual basis of “dynamic account-
ing” (Schmalenbach, 1931) is formulated, which implies a
continuous change in the dynamic environment (a market
process outside equilibrium), and the balance sheet (“static
accounting”) is speculatively based on the stability of the
external environment, in which equilibrium conditions
prevail. The ideology of international standardisation of fi-
nancial statements is based on the concept of fair value. The
provisions of certain standards allow the use of prices for
assets that could be obtained from its sale or the measure-
ment of liabilities in a normal transaction between market
participants at the valuation date.

Profit or loss in modern recognition is total income
less expenses, excluding components of other comprehen-
sive income. Total comprehensive income - this is a change
in equity over the period and includes all components of
“profit or loss” and “other comprehensive income”, which,
in turn, contains items of income or expense not recog-
nised in profit or loss. The components of other compre-
hensive income are: changes in equity as a result of reval-
uation of property, gains and losses from investments in
equity instruments measured at fair value, reflecting this
result in other comprehensive income. In today’s market
environment, there is no guarantee that prices will remain
the same until the company decides to sell the asset. Here it
is obvious that information about fair value, and with it its
materiality, is transferred to an unspecified future period.

The income statement model (comparison of income
with expenses) was formulated in a generalised form as
early as the 1930s. It is presented in a more formalised form
in the monograph by W.A. Paton et al. (1940). In relation
to fair value, it states: “when accounting is deprived of
the anchor of real facts, it floats in a sea of psychological
(subjective) estimates ... accounting as such cannot express
them rationally”. It is emphasised that accounting is not a
process of evaluation by its very nature, but the distribu-
tion of historical expenses and income for the current and
subsequent financial periods. Public instruments in the re-
porting system are the income statement and balance sheet,
the first of which provides information on the attribution
of income and expenses for the current period. The balance
sheet shows the expenses incurred, which, according to the
accepted principle, relate to future accounting periods.

The value of the calculated performance indicator is
also affected by “expenses” of a non-financial nature, in par-
ticular, accrued depreciation on non-current assets (fixed

assets and intangible economic potential). The procedure
in the accounting system here actually concerns writing off
a part of the previously estimated fair value of an intan-
gible economic potential. The problems of accounting for
non-financial assets in the context of market prospects are
well disclosed in the study by R. Barker & S. Schulte (2017),
where the main problem situation is the uncertainty of the
future (the expected economic life span of non-expendable
assets) and, consequently, the establishment of a deprecia-
tion rate. Depreciation in the income and expense approach
is consistent with the general idea that they correspond to
accrued expenses and income (cash flows) that these assets
generate. For the balance sheet approach, the amortisation
method is the result of the difference between the fair value
of the firm’s assets at the beginning of the period and their
present value at the end of the period; value added to total
expenses will only be reflected if the fair value of the assets
or liabilities of the relevant company has changed. There is
no objection because intangible assets capitalised and re-
corded on the balance sheet should be subject to periodic
depreciation and amortisation. In modern approaches, this
applies to the depreciation of acquired intangible assets,
and functionally identical internally created intangible as-
sets are immediately written off as expenses. Consequently,
the financial performance of companies that use different
innovation strategies (internal creation or acquisition) can-
not be compared.

ACCOUNTING AND PROCEDURAL METHODS
IN PAST DEVELOPMENTS IN GALICIA

Various factors influenced the choice of the methodology for
accounting for income, expenses, and results of an enter-
prise in the studied territory of Austro-Hungarian Galicia.
Within the specified time frame, the accounting sphere
(theory, practice, training) of this state entity and all its
provinces was based on the principles of the German school
of accounting. The developments of the Austrian school of
economics and regional economic developments perma-
nently caused the predominance of certain approaches to
the reflection of the objects under study in the accounting
system. Due to the influence of many factors on individual
somewhat self-governing territorial entities of this monar-
chy, a rather special type of so-called “provincial account-
ing” was established (legislative definition and regulations
for the possibility of building accounting practices that are
adaptive for the specifics of a particular province).

The materials reviewed show that, both in theory and
in practice, accounting profit has been permanently asso-
ciated with the arithmetic value of the assets taken into
account (the cost of capital estimated according to a cer-
tain approach) for the reporting period or a comparison
of recognised operating income and expenses. First of all,
it is necessary to give a basic basis on which the region
relied when developing its own theoretical foundations
and practical organisation of the accounting system. The
most “authoritative” work for the organisation of practical
accounting and professional training of accountants was
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R. Reisch & K. Kreibig (1907). It clearly expressed the per-
sonalistic content of the effective account: “the profit and
loss account is an intermediary (link) between individual
analytical effective accounts and the capital account (net
profit is transferred to the capital account” In the Ency-
clopedia of accounting by R. Stern (1902), which, like the
previous paper, was used in accounting practice at Galician
enterprises, noted: “the profit and loss account, as well as
the income and expense accounts, are those that relate to
changes in property accounts. The net profit is the existing
property fund discovered through the balance sheet, ex-
ceeding the initial contribution”

The textbooks and manuals under study include some
of those prepared and published by university (academic)
educational institutions of the Ukrainian diaspora estab-
lished between the two world wars. The materials given
in them objectively made a significant contribution to
the development of the accounting sector in the western
Ukrainian lands, since they were used in close cooperation
by cultural and educational societies and professional or-
ganisations of the Galician region. The materials of some
of the reviewed accounting textbooks mainly begin with a
description of the concept of capital and disclosure of the
determinacy of its changes in determining the results of an
enterprise’s activities.

The presentation of the accounting methodology for
calculating the results of an enterprise’s activity, as in the
textbook by Ya. Moralevych (1924), was based on the capi-
tal of the enterprise and its changes previously recorded by
the accounting department. In this textbook, it is proved
that “the termination of accounting activities ends with the
main balance sheet account “capital account” with a certain
balance on it, which shows the amount of property growth
and capital growth and is called net profit”. The approach
to determining the performance of an enterprise, which
is carried out by comparing the sum of the balance sheets
at the end and beginning of the year, is also presented in
textbook by K. Bezkrovnyi (1932). The author’s justification
of this methodology was based on the economic postulate
formed at that time that profit is formed as a result of the
cycle of all capital involved by the enterprise. Based on this,
“the essence of accounting was determined, which consists
in recording the initial state of property and obligations
and the changes that occur in them”.

It is also necessary to cite some approaches to calculat-
ing the results described in textbooks prepared and pub-
lished directly in Galicia. Thus, for example, P. Ciompa
(1910) proceeded from the following point: “if the results
(profit, loss) are presented in the accounts as an increase
or decrease in property (share), then these results should
also cause an equivalent increase or decrease (reaction) in
capital accounts” In practice, the calculation of the result
activity of business entities was mainly carried out through
changes in the property status previously recorded in the
accounting system based on financial and economic oper-
ations actually performed by the enterprise. The approach
reflected in the accounting training manuals essentially

followed the principle of the well-known development of
E. Schmalenbach (1931), in particular, it was argued that
in order to determine (establish) the objective amount of
profit, one should focus on the movement of monetary ex-
penses and income.

In any past or modern accounting methodology, the
starting point is the issue of asset valuation. In the account-
ing environment of that time (theory and practice), as in
the modern scientific community, the problem of applying
prices for certain types of assets was discussed. For many
of the authors’ opinions, a significant role was played by
the formulated basis of valuation by R. Reisch & K. Kreibig
(1907), which promoted the idea that “values intended for
consumption should be calculated at use value, and those
included in the processes of sale — at exchange value”. Many
of the papers considered in this study reflect just such an
approach to valuation, according to which assets were reg-
istered at historical value with subsequent reflection on
the balance sheet of valuations linked to the current mar-
ket value. The basic provisions set out in monograph by
W.A. Paton et al. (1940), also used in the study by Y. Biondi
(2015), are presented as German-American relations in the
processes of formulating approaches to determining profit
in accounting. The studied regional accounting textbooks
published on the territory of Galicia contain references to
even earlier (1929) publications by A.C. Littleton, in par-
ticular, on the use of subjective managerial assessments in
the accounting system. Similar justifications are given in
the development of P. Ciompa (1910), which uses a polit-
ical and economic view of the processes of production and
exchange of goods: “the task of accounting is to calculate
exchange values based on their manifestations in the na-
tional economy (national economy)”. This also concerned
the methodology for separating market and random in-
come (profits) in the accounting system, for which it was
suggested that “the most appropriate way to keep separate
accounts in the general ledger is to account for accidental
gains and losses” (Bezkrovnyi, 1932).

The issue of creating reserve capital for writing off
losses received, which is relevant for modern practice, was
considered differently. The manual by K. Bezkrovnyi (1932)
provides the following: “sometimes it happens that losses,
despite the created collateral (capital reserve), exceed the
benefits and not only equity, but even the capital invested
in the business decreases, it is proposed to open an account
of “losses of previous years” to reflect the amount that over-
states the capital” When it is written off, the loss from the
balance sheet disappears, and the capital is reduced by the
same amount.

The issue of forming appropriate principles for al-
locating expenses incurred between reporting periods
was resolved, which is a particularly relevant subject in
modern case studies. These included amounts paid for
the firm (acquired goodwill), concessions, privileges, and
organisational funds for improvement (the organisation
of many enterprises sometimes requires quite significant
costs), experiments, advertising, etc. In order to avoid a
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“dubious” active balance sheet item or distortion of the cal-
culated financial result for the reporting period, the text-
book (Bezkrovnyi, 1932) suggests creating a “fund to cover
expected losses”, that is, an item that “shows that some part
of the property is intended to cover expenses or losses asso-
ciated with operations of the previous period”. To apply this
technique, it is proposed to open a subaccount called “ar-
rangement account”. With this method, expenses are cov-
ered (written off) for 10 years, and the uncovered amount
remains in the asset.

The amount of expenses and, accordingly, the calcu-
lated result of activities are directly influenced by the cho-
sen depreciation methods, the objectivity of which was a
debatable issue. The issues of achieving the highest level
of objectivity of the amount of accrued depreciation and
the amount of certain depreciation for various objects of
non-current assets were among the most controversial in ac-
counting science and practice. Regional developments were
influenced by the concept of balance sheet depreciation (bi-
lanzielle Absehreibung) and calculation depreciation (kalku-
latorische Abschreibung), developed within the framework
of the German accounting school. They considered account-
ing procedures for calculating depreciation through their
view of it as a purely expenditure category (part of the cost
price) with simultaneous accumulation of funds for the res-
toration of fixed capital. Balance sheet depreciation was in-
terpreted as a tool for adjusting the valuation of amortised
assets. Here it is necessary to cite some proposals formulated
by scientists of Galicia regarding the methods of “covering

the value or depreciation of property: 1 — through a direct
reduction in the value of property (entry on the credit of the
main property account); 2 — through the establishment of
capital to cover the value of property (entry on the credit of
the capital account)” (Bezkrovnyi, 1932).

For this study, the educational and scientific papers
developed on the territory of Galicia at that time were se-
lected. Econometric balance theory by P. Ciompa (1910)
was tested in elective classes with students and discussions
with the teaching staff of the Lviv University of Trade and
Economics. This scientific development is aimed at for-
mulating an adaptive balance sheet format as the main
form of public reporting to reveal the financial and eco-
nomic potential of an enterprise from the standpoint of
its functioning within the macroeconomic environment.
The accounting and reporting system is considered from
the standpoint of the usefulness of its information within
the national economy (in modern research, the context of
public reporting and the market valuation system). The cal-
culation of the effectiveness of an enterprise’s activity in this
theory is based on a combination of the balance sheet and
revenue-expenditure methods considered in the paper. A
profit and loss account that accumulates information about
the company’s performance is considered in the capital ac-
counts group. In the methodological basis of this theory,
the ascending (basic) point is recognised as the fact that
each property result gives, as a consequence, the same re-
sult of capital. Table 1 provides an excerpt from the general
list of content of those topics related to the research topic.

Table 1. Extract of current topics from the content of the theoretical development of the book by P. Ciompa (1910)

Original language English language

ERSTER TEIL. Gruppierung des Vermogens und Kapitals

PART ONE. Grouping of property and capital

a) Gebrauchsvermogen

a) productive assets

b) Ideales Anlagevermdgen und Kapital

b) ideal (intangible) basic property and capital

ZWEITER TEIL. Die Erfolgsberechnung

PART TWO. Calculating performance

B) Preisgewinn mit Vorrat

B) Price profit, including inventory

D) Preisverlust mit Mengengewinn oder Mengenverlust und mit

Vorrat

D) Losses based on price changes, considering the increase or
loss of inventory quantity

III. Reine Erfolgskonten

III. Net performance accounts

C) Die Kapitalkonten

C) Capital accounts

a) Das Gewinn- und Verlustkonto

a) Profit and loss statement

b) Die Berechnung des Reingewinnes oder Verlustes in der Praxis

b) Calculation of net profit or loss in practice

Notes: I1I - the third chapter of part two. The extract is presented as it is presented in the book

Source: P. Ciompa (1910)

The calculation of net profit formulated by the author
on this basis (Die Berechnung des Reingewinnes oder Ver-
lustes in der Praxis) was also expressed in the construction
of the income statement (Das Gewinn- und Verlustkon-
to). The result of the company’s activity was calculated
based on the following principle: “profit of property value
is equal to the increase in property and capital”. To objec-
tively reflect this indicator, various forms of its appearance
are considered: price profit, considering its hidden form
in stocks (Preisgewinn mit Vorrat) and possible losses as-

sociated with price changes in the economy (Preisverlust
mit Mengengewinn oder Mengenverlust und mit Vorrat).
Based on a complex combination of using fake accounts,
an accounting methodology for building a “net” effective
account (Reine Erfolgskonten) was established.

In this development, sufficient attention is paid to the
accounting and reflection of intangible economic resources
in accounting statements. Traditionally, such values, both
in past and modern practice, are reflected in the accounting
system and are shown in the balance sheet only when they
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are purchased for a fee. The context of the author’s consid-
eration of this issue is quite similar to the views of some
modern researchers regarding the reflection of various
types of intangible assets in public reporting (Baruch, 2018;
Braun, 2022). The research development argues that “such
values can and should be valued when they actually exist
and have value without their direct purchase”. Considera-
tion of such an accounting object is presented through the
category “ideal (intangible) fixed assets and capital” (ide-
ales Anlagevermogen und Kapital) proposed by the author.
The necessity and reasoned principled approaches to the
introduction of the entire spectrum of intangible economic
resources in the accounting and reporting system are justi-
fied - “various kinds of intangible assets that are the values
of the main property and represent the actual value of the
enterprise’s capital”

In modern research, the main problematic issue is the
cost measurement of intangible assets. Against this back-
ground, it is worth noting the opinion of P. Ciompa (1910)
on the assessment of internally created economic resourc-
es of an intangible type: “in most cases, it is impossible to
achieve a real assessment, so the highest care should be
taken when calculating their book value”. It is argued that
“such intangible objects (values) should be attributed to the
main property (their productive energy is fixed capital)”,
and “the need for their depreciation to avoid encumbrance
of balance sheet items”.

Considerable attention is paid to the importance of
correctly reflecting in accounting and reporting informa-
tion about “reserve assets and reserve capital” (Reservev-
ermogen und Reservekapital) with the allocation of “real
reserve funds” (Wirkliche Reservefonds). It is noted that
“reserve funds very often have no value, and therefore they
cannot be considered a separate type of capital” (Ciompa,
1910). Regarding the accounting of reserve and regulatory
objects in the then period, this theory also considered the
main problems that are the basis of most issues of modern
accounting — the recognition issue, the valuation issue, and
the classification issue.

Textbook by A. Sciborski (1912) was intended for mas-
tering the skills of practical accounting and scenarios for
studying sectoral types of accounting and its organisation
in state, national, and municipal enterprises and private
farms. The introduction of new mandatory regulations re-
quired the allocation of a separate section in educational
and practical manuals, which “should carefully familiarise
administrative officials, accounting and fiscal services with
accounting methods for reflecting income, expenses, and
financial results”. Similar to the modern research discussed
above, the textbook provides appropriate approaches to the
establishment of accounting methodological tools for ob-
jectively determining the effective activity and existing po-
tential of the enterprise. Table 2 shows a list of topics related
to the area of research.

Table 2. Extract of topics from the book by A. Sciborski (1912) concerning the area of research

Original language English language

Rozdzial IV. Zmiany majatkowe, spowodowane
przychodami

Section I'V. Changes in property ownership caused by income

Dzial I. Rozdzial I. Rozpoznanie majatku

Chapter I. Section I. Property recognition

Oszacowanie majgtku

Assessment of property ownership

Dzial II. Rozdzial I. Zmiany majatkowe

Chapter II. Section I. Changes in ownership

L. Prsz potrzebach (rozchodach)

I. Due to needs (costs)

II. Przy pokryciach (przychoudach)

II. Through coverage (revenue)

O wynikach jakie z zamkniecia rachunkowego okazac
sie moga

Closing accounts that may affect the results:

A. Co do przychodéw

A. Which relate to income

B. Co do rozchoddéw

B. Related to expenses

Bilans majatkowy

Property balance

Sposdd sporzadzania bilansu majgtkowego

Method of drawing up a property balance sheet

Notes: the extract is presented as it is presented in the book
Source: A. Sciborski (1912)

The author emphasised the direct dependence (influ-
ence) of recognised income for the reporting period on the
property status of the enterprise (Zmiany majatkowe, spow-
odowane przychodami). Similarly to the current debate, the
problem of assessing the property status of an enterprise
(Oszacowanie majatku) was presented, considering the im-
pact on its changes of the total amount of operating income
and expenses (prsz potrzebach (rozchodach), przy pokryci-
ach (przychoudach)), including income of an opportunistic

nature, and the distribution of expenses between reporting
periods. In a variant and debatable way, the material on
methods of closing accounting accounts that may affect the
results is presented (O wynikach jakie z zamknigcia rachun-
kowego okazac si¢ moga). The author separately provided a
comparison of methods for reflecting income in the account-
ing system (Co do przychoddéw), and separately appropriate
for practice, cost calculation methods (Co do rozchoddéw).
The overall performance of the enterprise was still based on
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a comparison of income with expenses, and the method of
balance sheet generalisation (Sposod sporzadzania bilansu
majatkowego) was based on asset acquisition prices without
any corrective procedures (Sciborski, 1912).

The book by A. Juliusz (1899) was published at the
Dublyansk school as a textbook for higher field schools and
practical application by agricultural enterprises in coordi-
nation with the National Department of the Kingdom of
Galicia and Lodomeria. In this training manual, based on
the established basic principles and principles of agricul-

tural accounting, approaches to accounting organisation
adapted to regional conditions are added. In general, the
material of the manual is presented from the standpoint of
accounting functions in managing the economic parame-
ters of large farms. It proposes specific approaches to calcu-
lating the performance of extensive farms, where the final
result of the activity is crops that have no market equiva-
lents, as they are consumed on the farm itself. For a general
presentation of the manual, below is an excerpt of topics
related to the study (Table 3).

Table 3. Content and list of current topics in the book by A. Juliusz (1899)

Original language English language

IV. Inwentura

IV. Inventory

3. Szacowanie czyli oznaczenie wartoéci czesci sktadowych majatku

3. Evaluation or marking the value of property components

4. Poglad krytyczny na bledne sposoby szacowania

4. Critical view of incorrect evaluation methods

V. Wykaz przcwidywanych obrotéw gospodarskich
(speranda, budzet, preliminarz)

V. Description of expected turnover
(calculation, budget, estimate)

2. Preliminarz przychodu i rozchodu pieniedzy

2. estimation of monetary income and expenses

4. Preliminarz przychodu i rozchodu paszy

4. Assessment of other income and expenses

5. Preliminarze rozmaite

5. Different types of ratings

Notes: the extract is presented as it is presented in the book

Source: A. Juliusz (1899)

Given the significant differences in prices in different
provinces of the Austro-Hungarian monarchy, a significant
part of the material in the manual is devoted to discussing
the accounting valuation (value) of property components
(Szacowanie czyli oznaczenie wartosci czesci skladowych
majatku). The problem of the value expression of fixed as-
sets (mostly land funds) was similar to modern discussions
regarding the reflection of the fair value of long-term assets
of companies of different national economies in terms of
economic development. Just as the modern international
standardisation of accounting and reporting does not con-
sider the conditions of the subject’s activity in the prepa-
ration and public presentation of financial statements, so
at that time unified state mandatory instructions on the
valuation of assets in the accounting system were devel-
oped. The manual therefore gave a critical look at incorrect
evaluation methods (Poglad krytyczny na bledne sposoby
szacowania (Juliusz, 1899)).

In the manual, in the conventional practice of that
time, the result activity of an enterprise in accounting was
calculated by comparing operating income and expenses in-
curred, expressed in one way or another in monetary units.
Based on this information, a generalised description of the
expected turnover was established, calculations were made,
and the budget and estimate of the farm were calculated
(Wykaz przcwidywanych obrotéw gospodarskich (speranda,
budzet, preliminarz)). The overall result of the farm’s ac-
tivity was based on the result of monetary income and ex-
penses (Preliminarz przychodu i rozchodu pieniedzy). The
above method was similar in content to the well-known de-
velopments discussed in this paper (Juliusz, 1899).

In order to streamline the economy of their farms, land-
owners of western Ukrainian territories were forced to view
the high importance of introducing their own accounting
system to determine the results of management. In the pub-
lications of that time, arguments were given about the far-
fetched (artificial) nature of introducing a monetary meter
to the part of products that were used and consumed in
their economy. In many cases, practice has shown that the
use of speculative assessment methods significantly distorts
the profitability of certain types of crop production, ani-
mal husbandry or processing shops calculated on this basis.
Consideration of the objectivity (expediency) of applying
estimates obtained from the external environment in the
accounting system that existed at that time was similar to
the modern debate about the use of fair value. The man-
ual suggested different approaches and types of estimates
for other income and expenses (Preliminarz przychodu i
rozchodu paszy), which were still subjective in nature.

CONCLUSIONS

The public presentation by socially significant companies
of the objective result of their activities and the cost expres-
sion of their financial and economic potential of material
and especially non-material types is not only a methodo-
logical problem of the accounting sphere. The information
formalised in the financial statements about the effective-
ness and real resource potential of market economy en-
tities provides a more reasoned basis for establishing the
company’s market position, increases the efficiency of the
market mechanism. Thus, dominance in the accounting
system models based on the correspondence of income
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and expenses are proposed to be considered as a guideline
for improving modern standardisation of accounting. This
approach will strengthen arguments about the principles of
including items that cannot be unambiguously classified as
assets or liabilities in the balance sheet summary. Giving
priority to the methodology of matching income and ex-
penses will, to some extent, also help to resolve the issue of
capitalising intangible assets. Its use is limited by criteria
for clear recognition of this type of economic resources us-
ing accounting procedures for attributing to deferred ex-
penses those that cannot be identified. When accounting
for intangible assets in public statements, a criterion for es-
tablishing their productive energy as part of fixed capital is
proposed, and the need for their depreciation is argued to
avoid encumbrance of balance sheet items.

The practices of accountants in Eastern Galicia in the
second half of the 19" and mid-20" centuries, considered
in the study, can be used in the modern methodology of

may also be in demand in modern developments and good-
will, most of the elements of which in the modern econo-
my are uncertain (illusory), and therefore evaluated sub-
jectively. For the development of modern standardisation,
it is advisable to use the basic basis of past development, in
which it is argued that intangible assets should be valued
even without their direct purchase. This also applies to the
method of separating market and random income (profits)
in the accounting system.

An urgent issue for modern practice is the creation
of real reserve capital for writing off losses received, and
therefore, for the development of Ukrainian standardisa-
tion of accounting and reporting at a more in-depth level,
it is advisable to consider methodological developments re-
garding the reflection of information on reserve assets and
reserve capital, which are prospects for further research on
this topic.
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MeToanyuHuM iIHCTPYMeHTapil B npouecax obniky goxoais i BUTpaT:
cy4acHi guckycii i po3po6bku B FanmnumHi Ha py6exxi enox

AHoTauiq. B aHamiTMYHNX OI/IAKAaX Ha MDKHApOJHOMY PiBHI aKkTyasisyerbcs mpobieMaTrKa IMofo AKOCTi iHpopmanii
1y6/1i4HOl 3BITHOCTI ITPO pe3y/IbTaTUBHICTD Aif/NbHOCTI KOMIIaHIlN Ta IX eKOHOMiYHMII ToTeHIian. CKIafloBOIO i IpeMeToM
LIVIX 00rOBOPEHb BUCTYIIA€ BUKOPUCTAHHA B OyXTaATepChKiil CUCTeMi aTbTepHATBHIX METOMVUK — «3iCTaBIeHHSA HOXO/B i
BUTpAT» Ta «6a/1aHCOBOTO X0y », IKi CyTTEBO BIIMBAIOTH HA PE3Y/IbTATH 00641IC/IeHNX ITOKAa3HMKIB. MeToro 1€l pO60TI/I
€ popMyIIOBaHHA IMPOIIO3NULIIN I BUPIlIyBaHHA icHyI040l Ipo6IeMaTHKY, a TAKOXK aHa/Ii3 HaIlpallloBaHb OyXranaTepiB
Cxipnoi l'amrannan gpyroi monosuan XIX-ro — cepepyuy XX CT. 171 BUABJIEHHA B HVX BAAINX imel /I IX BUKOPUCTaHHSA
B CYYaCHMX JOCTIKEHHAX. Y TOCTIKeHH] BUKOPUCTAaHO CUCTEMY 3ara/IbHOHaYKOBUX METOJIB i criennivHuX npuiomis
WA 3°ACYBaHHA poi i sHaumMmocTi Oyxranrepcbkoi iHgopmanii B apXiTekToHili cydacHoi ekoHoMiku. HaykoBumnm
pe3y/IbTaTaMi CTaTTi € OOTPYHTyBaHHA aBTOPCHKOI NO3MILil po Te, mo iHdopMalis, mpefcTaBIeHa Ha OCHOBI Mifxomy
y3rofpkeHHs (IIOpiBHH:A) JOXOZIB 1 BUTpAT 00 €KTMBHIillle pO3KPUBA€E PiBeHDb Pe3y/IbTATUBHOCTI CYYaCHMX KOMIIAHIiL, a
TOMY Oi/IBIIIOI0 MipOIO BifIOBifla€ peaJbHUM IOTpedaM [JIA YIpPaBIiHCbKUX IpoLeciB Ta (PyHKIiOHYBaHHA PUHKOBOIO
MexaHi3My. OOIPYHTOBAHO IIO3MIIIO PO Te, III0 METOMNIII «Y3TOIXKEHHA JOXOMIB 1 BUTpaT» C/Iif HafiaTy OUIbIIOI BATOMOCTI
B OyXra/jTepcbKill Teopii i mpakTuLi, a OTpMMaHi Ha il OCHOBI pe3y/IbTaTyl IIOBYHI 3ailHATH O61/IbII BarOMy AMCIIO3ULIIO
B CUCTeMi KpuTepiiB pMHKOBOI aHamiTMKM. bamaHcoBuMII mifxin 3 Joro IpMHLMIIAMM CIpaBefiIMBOI BapTOCTi B
OyXranTepchbKiil cucTeMi BBaXKaeTbCA HEOOXITHMM, IIPOTe JIOrO 3aCTOCYBAaHHS [HOLIIBHO PO3IJIAAATH HONATKOBUM
iHCTpyMeHTa/IbHMM 3aco00M UL HaflaHHA iH(popManil iHBecTOpaM Ta KOHTpareHTaM pMHKOBOTro mpouecy. Ha jtoro
ocHOBi KomnaHil iH$popMarielo my6/1iuH01 piHaHCOBOI 3BITHOCTI 3a0€3Ie4yI0Th PMHKM KalliTa/IiB Ta iHBeCTHUIIIi ITPO CTaH
Ta CTPYKTYPY PeIbHO iCHYI04oro B HMX (iHaHCOBO-eKOHOMi4HOro morteHnjary. CKIafoBMMI HayKOBUX pe3y/IbTaTiB
€ TaKOXX BMABJIEHI Ta OLiHeHi B JOCI/PKEHNMX MUHYIMX po3poOKax METOAMYHI HallpallloBaHH:A, AKi apryMeHTOBaHO
BM3HAHO NPUJATHUMIU i [IJIA CydacHUX pearniii. JJocmipkeHHA LjiHHe TUM, IO BIPOBAJKEHHA Y MPAKTUKY HOCTiIPKEHUX
METOJMK Ha 3acajiaX IPOIIOHOBAHOTO iX IAPUTETHOIO BUKOPMUCTAHHA Ta JESAKMUX IOTO0XKEHb 3 MUHYIMX HaIllpallOBaHb
CTOCOBHO BUMIPY JOXOZIB i BUTpaT MO3UTUBHO BIUIMHE Ha iHPOPMATHUBHICTD i IPO30picTh Iy6/1iYHOI 3BITHOCTI CydacHMX
KOMIIaHil
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Managing social intelligence from the perspective of optimising
labour market pricing

Abstract. The objective assessment of their labour value by future employers is a pressing concern for all students
and graduates of higher education institutions. Young people frequently overestimate their salary expectations, leading
to substandard service provision, or conversely, accept low-paying jobs resulting in emotional burnout due to lack of
motivation. The purpose of this study was to identify how students with developed social intelligence assess their earnings
prospects during their studies, in the first years after graduation and in adulthood. For this, a survey of students was
conducted using the TROMSQ test and specially designed questions that helped to identify the respondents’ subjective
assessment of the value of their working time. The study found a statistically significant relationship between social
intelligence and labour market pricing. This dependence is particularly pronounced for wage expectations immediately
after the graduation (p<0.01**). However, no correlation was found between social intelligence or its components and
ambitions for the level of pay during study. It was found that students are willing to look for part-time work for any
financial motivation. As for the level of salary that would fully satisfy them in adulthood, the average salary is three
times higher than the minimum wage in Ukraine and equals USD 580. By understanding the level of a person’s social
intelligence, one can build an effective hiring system, gaining an additional tool for assessing possible salary ambitions.
This will help to optimise the work of the HR department and understand the range of financial incentives needed required
to stimulate a particular employee

Keywords: social competence; employment; career guidance; soft skills; HR marketing; labour force; salary

INTRODUCTION

Pricing in the labour market is an essential element of build-
ing mutually beneficial labour relations between employees
and employers. Traditionally, there has been a discrepan-
cy between the salary expectations of job seekers and the
approach of businesses towards financial motivation. It is

debatable what exactly influences the ambitions of future
employees. It is reasonable to assume that, apart from ex-
ternal circumstances, the social and economic background
in a country or the world, there must also be an internal,
personal factor that forms the basis of a person’s worldview.
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Social intelligence (SI), which is a prerequisite for sociali-
sation, is well suited to this role. It helps better navigate the
basic trends and norms of social life, which is a major help
in finding a job effectively.

Previous research has shown a significant impact of
social intelligence on a number of aspects of life that are
beneficial to individuals and society, including political,
entrepreneurial and civic engagement, a sense of patriot-
ism, and a desire to volunteer (Liadskyi et al., 2022). In the
labour market, which is a vital component of socio-eco-
nomic relations, employees who offer their abilities as a
commodity (service) and employers who offer jobs for a
fee interact (Teryanik, 2015). Labour market pricing affects
the relationship between these parties and considers the
basic needs of the population. The determination of labour
prices is an indicator of national welfare, efficiency, and sta-
bility of social and economic policy. The price of the labour
product includes not only the salary paid by the employ-
er according to the current legislation as a reward for the
work performed, but various bonuses, surcharges and other
forms of material incentives for employees (Danylenko &
Diadyk, 2021). It may also include non-monetary compo-
nents provided by the employer, such as travel to and from
work, free housing, meals or cellular phone service, etc. La-
bour market pricing covers not only the external labour mar-
ket, but the internal labour market within the enterprise, and
it is important to consider trends in different segments of
these markets and each production factor. The mechanism
of price formation in the labour market is to determine its
size at different stages — from employment and the produc-
tion process, from the resource to the production stage.

A person’s financial well-being is linked to many factors.
One of them is social intelligence (Shrama, 2019). The na-
ture of this concept has not yet been fully explored by scien-
tists. It is believed that Edward Lee Thorndike first used the
term “social intelligence” in 1920 in his publication (Develi
et al., 2022). Due to the fact that it was published in the
non-scientific publication “Harper’ Journal”, some research-
ers attribute the role of the author of “social intelligence” to
the scientist Harry Barnes, whose monograph used the term
in 1926. The authorship is also attributed to John Dewey,
whose research interests covered SI as early as 1909, or Lull
Herbert Galen, who used the term “social intelligence” in his
1911 publication (Mateyuk & Sukhodolia, 2021).

The beginning of the 20" century is marked by an
increased interest of psychologists and educators in the
cognitive and behavioural characteristics of the individ-
ual (Hoseini & Ashrafi, 2020). Researchers are also try-
ing to create an effective system for testing social intelli-
gence. The tests of J. Washington (GWIST), J. Guilford and
M.O!Sullivan (Four Factor Test of Social Intelligence) and
others are actively used (Gupta et al., 2021). However, each
of them has disadvantages, including time-consuming, dif-
ficulty in use, and low correlation.

An effective way to assess the level of social intelli-
gence is the TROMSQ test developed by Norwegian sci-
entists D. Silvera et al. (2001). They worked out three basic

components of social intelligence, namely Social Informa-
tion Processing, Social Skills, and Social Awareness. This
test consists of 21 questions that reveal the level of social
intelligence of a person, without overloading the process
of answering and analysing them. The TROMS@ question-
naire, due to its convenience and ease of interpretation, is
the most appropriate for determining the impact of SIon a
persons socially useful qualities, as well as their ambitions
for a position, salary and career prospects.

From this perspective, one can assume that social in-
telligence is linked to other manifestations of human social
behaviour, including labour market pricing. This process is
not limited to the purchase and sale of labour. The wage
ceiling is set based on two boundaries: the lower bound-
ary is determined by the official minimum wage and the
level below which an employee will not agree to work. In
most cases, the upper limit is calculated based on marginal
labour productivity and an estimate provided by the com-
pany’s management. It is not profitable for the latter to pay
an employee more than he or she brings in. Therefore, the
combination of an employee’s ambitions and an under-
standing of their importance to the company from the em-
ployer’s standpoint forms an employment contract, which
is agreed to by both parties to the process. It is probable
that the level of development of a job seeker’s social intelli-
gence determines the upper limit of the salary he or she can
expect, as well as its lower limit, below which employment
will not take place. This assumption became the basis of the
study, which was to determine the extent to which students’
social competence and SI help them in career guidance and
objective assessment of their own competence, the material
equivalent of which can be considered a salary.

MATERIALS AND METHODS

The survey was conducted among students of the full-time
department of Poltava State Agrarian University. The total
number of respondents was 102. To determine the level of
social intelligence development, they were asked to an-
swer 21 questions of the TROMS® test. The authors of this
questionnaire indicate an acceptable internal reliability of
Social Information Processing=0.81, Social Skills=0.86,
Social Awareness =0.79 according to Cronbach’s coefficient
(Silvera et al., 2001). Notably, due to the equivalence of each
of the questions, there is no need to introduce additional co-
efficients when determining the level of social intelligence.

The study was conducted in compliance with ethical
standards for interviewing people. All survey participants
were fully informed of their anonymity and the purpose of
the study. Their personal data is not used in any way and
does not pose any possible risks. The study was approved
by the Educational Ombudsman of Poltava State Agrarian
University.

Since the respondents were students, it was necessary
to prepare the questionnaire in such a way as not to over-
burden them with the same type of questions, as well as to
minimise the probability that young people would try to in-
fluence the results of the study in any way. First, the survey
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was completely anonymous, so no one was concerned about
making a positive impression. Secondly, the questions were
presented in a scattered manner, rather than sequentially for
each block, so students could not perceive a certain logical
sequence of the questionnaire. Ten items in the TROMSQ®
questionnaire are worded in a positive context, and eleven in
a negative context, which requires coding. The score ranged
from 1 to 7. The first mark corresponds to the statement

“Does not describe me at all’; and the seventh mark corre-
sponds to the statement “Describes me completely”. Inter-
pretation of the survey results involved summing up the item
scores for each factor and dividing the sum by the number
of items to obtain a score. A high score indicates a person’s
ability to correctly assess social situations and phenomena,
and the presence of developed communication skills. The
questions are listed in Table 1.

Table 1. List of questions for the student survey

Block 1. Processing of social ~ Block 2. Social skills

Block 3. Social awareness

Additional questions regarding

information (SP) (SS)
4. “T often feel insecure
around new people I
do not know”.

1. “I can predict the behaviour
of other people”.

(SA) students’ opinions on the desired salary

2. “T often feel that it
is difficult for me to
understand other people’s

22. What salary would you be willing to
work for alongside your studies, given

. our real capabilities?
choices”. Y P

7. “I can easily adapt
to different social
situations”.

3. “I know how my actions
make other people feel”.

5. “Other people often
surprise me with their

23. What salary do you expect to receive
immediately after graduation, considering

actions”. your real capabilities?

10. “T can quickly
navigate new situations
and meet new people”.

6. “The feelings of other people

are clear to me”.

8. “People are angry with
me, but I do not know why”.

24. What salary would satisfy you,
considering your real capabilities?

12. “T find it difficult to
establish relationships
with other people”

9. “I understand the desires of
other people”

11. “People often get angry
or annoyed when I say what

I think”.

14. “T often understand what
other people’s aspirations are,
even when I do not ask them”.

15. “It takes me a long
time to understand
other people well”

13. “I think people are
unpredictable”

18. “T'am good at

17. “I can predict how others choosing the right
will react to my behaviour” words when talking to
new people”

16. “I often offend others
without realising it

19. “I can often understand
what other people really mean
by their facial expressions,
body language, and mimicry”.

20. “It is important
for me to find an
interesting topic for
conversation”

21. “T am often surprised
by the reaction of others to

what I do”.

Source: compiled by the authors of the study based on D.H. Silvera et al. (2001)

The survey was conducted online using a questionnaire
created in a Google form. Microsoft Excel was used to pro-
cessthe research results. To establish the relationship be-
tween the two variables, the Spearman’s Rank Correlation
Coefficient was used, according to the recommendations
of V.E. Bosniuk (2020), where X (independent variable) is
social intelligence and its components, and Y (dependent
variable) is the level of expected wages. The correlation in-
dices were interpreted according to the recommendations
of U. Turan (2020) using the Chaddock scale, which can de-
termine the strength of the relationship between two varia-
bles: 0.1-0.3 — weak; 0.3-0.5 — noticeable; 0.5-0.7 — moder-
ate; 0.7-0.9 - high; 0.9-1.0 - very high.

RESULTS

Since SI and EI have a common mental nature, it is logical
to assume that social intelligence also affects the amount of
salary and the employee’s ambitions regarding motivation
at work. Furthermore, SI is more related to planning, as it

focuses on the predictive property of the psyche, unlike EI,
which mainly helps in determining current scenarios.

The students of Poltava State Agrarian University,
among whom this study was conducted, showed an
above-average level of social intelligence. In general, its in-
dicator was at the level of 4.7 points. The range of possible
answers was from 1 to 7 points. 21 respondents demon-
strated a SI development level below 4 points. The answers
of 45 students who took part in the study were within 4-5
points. The level of social intelligence of 24 people was
rated from 5 to 6 points. A high overall SI level was found
in 12 respondents.

As for their income ambitions, 41.2% of respondents
chose to earn more than UAH 5,000 as a part-time job
while studying. A similar number of students believe they
can earn more than UAH 7,000. The third most popular an-
swer, but by a wide margin, was the result of UAH 3,000 to
4,000 - 8.8% of respondents agreed to pay this amount. The
range from 4,000 to 5,000 UAH was attractive for 2.9% of
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students. The lowest salary of up to UAH 1,000 was agreed
to by 5.9% of respondents.

The situation with salary expectations immediately
after graduation is different from the previous point. The
highest figure, 29.4% of respondents, expects an income
of at least UAH 12,000, 23.5% plan to earn between UAH
8,000 and 1,000, and 17.6% are focused on a systematic in-
come of more than UAH 15,000. Salary ambitions exceed-
ing UAH 25,000 are observed in 14.7% of respondents. An
income of UAH 6,000-7,000 is considered acceptable by
8.8% of students. The lowest salary ambitions are among
2.9% of respondents, who expect to earn UAH 5,300. The
same percentage, namely 2.9%, of young people expect to
start earning UAH 7,000-8,000.

When asked what salary respondents consider to be
completely acceptable given their chosen profession and the
socio-economic situation in Ukraine, their answers were
distributed as follows. The majority of respondents, namely
32.4%, agreed that adequate remuneration for their work
should be within UAH 15,000-20,000. Slightly fewer stu-
dents plan to earn between UAH 20,000 and 30,000 in their
adult lives, considering the inflation rate at the time of the
survey, as evidenced by the answers of 20.6% of respondents.

The most ambitious of the respondents strive for a stable
monthly income of over USD 1,000 (17.6%) and over USD
2,000 (5.9%) among the students who took part in the sur-
vey. A salary of UAH 12,000-15,000 was accepted by 11.8%
of future specialists, and UAH 10,000-12,000 — by 2.9% of
respondents. The lowest salary of UAH 7,000-10,000 is ex-
pected by 8.8% of students. This is quite consistent with the
distribution of answers about the level of social intelligence.
Low SI scores were reported by 20% of respondents.
A similar percentage of responses indicated a small salary.
Specifically, 17.6% of the students surveyed agreed to low
salaries during their studies, 14.6% predicted low income
after graduation, and 23.5% anticipated low salaries in their
future professional activities. The analysis of the relation-
ship between social intelligence and labour market pricing
showed a statistically significant (p<0.05*) positive rela-
tionship with the expectations of income after graduation
and in choosing the optimal salary (Table 2). In terms of
part-time work, no significant correlation was found with
the level of their social intelligence. Almost all respond-
ents, regardless of their SI level, expressed a desire to earn
as much as possible. However, they had a different view of
their income ambitions after graduation and in adulthood.

Table 2. The impact of social intelligence on labour market pricing

TROMSO test criterion/Labour
market pricing

Salary while
studying

Spearman’s correlation coefficient 0.218

Salary after
graduation

Optimal salary Average value

0.418 0.349 0.212

Strength of connection on the

Chaddock scale weak, positive

noticeable, positive

noticeable, positive weak, positive

Statistical significance of the trait

dependence p>0.05

p=<0.05* p=<0.05* p>0.05

Notes: p<0.05 - low statistical significance; p<0.01 — medium statistical significance; p<0.001 - high statistical significance
Source: compiled by the authors based on the studies conducted

People with high social intelligence scores (over 5 points)
showed a stable desire for high salaries. Those respondents
whose SI was not as high lowered the bar for potential in-
come, or rather their own ambitions for it, with each sub-
sequent question. Their average salary did not differ signifi-
cantly from their wishes for a part-time job while studying.
Of the three main components of social intelligence, only
SP, the criterion responsible for processing social informa-
tion, showed a correlation with the level of expected salary.
People with a developed ability to collect the necessary data,

TROMSO test criterion/Labour market

Table 3. The impact of social information processing on labour market pricing

Salary while

analyse it and extrapolate it to their own lives demonstrate
better ability to predict the consequences of their actions and
the actions of others. The respondents’ answers revealed a
significant moderate positive correlation between SP and ex-
pected earnings after graduation (p<0.01**) and a significant
positive impact of this indicator on salary ambitions in adult
life (p<0.05*), as presented in Table 3. Thus, the high level
of development of the ideological component of intellectual
activity leads to the desire for career growth and professional
success, which is reflected in the corresponding salary.

Salary after

Optimal salary Average value

pricing studying graduation
Spearman’s correlation coefficient 0.272 0.577 0.390 0.421
k) > i l > i 1 >
Strength of connection on the Chaddock scale wea mod.eliate notlc?gb ¢ notlc?gb ¢
positive positive positive positive
Statistical significance of the trait dependence p>0.05 p<0.01** p<0.05* p<0.05*

Notes: p<0.05 - low statistical significance; p<0.01 - medium statistical significance; p<0.001 - high statistical significance
Source: compiled by the authors based on the studies conducted
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The study of the possible connection between labour
market pricing and such components of social intelligence as
social skills and social awareness did not reveal a significant

correlation (Table 4; Table 5). It is assumed that these qual-
ities help in better understanding current scenarios, but do
not have a predictive effect in predicting future situations.

Table 4. The impact of social skills on labour market pricing

TROMSO test criterion/Labour market

pricing studying

Salary while

Salary after
graduation

Optimal salary

Average value

Spearman’s correlation coefficient 0.203

0.310 0.193 0.216

Strength of connection on the Chaddock scale

weak, positive

noticeable, positive  noticeable, positive  weak, positive

Statistical significance of the trait dependence p>0.05

p>0.05 p>0.05 p>0.05

Notes: p<0.05 - low statistical significance; p<0.01 — medium statistical significance; p<0.001 - high statistical significance
Source: compiled by the authors based on the studies conducted

Table 5. The impact of social awareness on labour market pricing

TROMSO test criterion/Labour market Salary while Salary after .
A . . Optimal salary Average value
pricing studying graduation
Spearman’s correlation coefficient 0.184 0.261 0.275 0.212
Strength of connection on the Chaddock scale ~ weak, positive  noticeable, positive  noticeable, positive weak, positive
Statistical significance of the trait dependence p>0.05 p>0.05 p>0.05 p>0.05

Notes: p<0.05 - low statistical significance; p<0.01 — medium statistical significance; p<0.001 - high statistical significance
Source: compiled by the authors based on the studies conducted

The interpretation of the respondents’ survey results
showed that social intelligence has a significant impact
on many socially important aspects of life. Apart from
the desire for self-development, political and civic aware-
ness, a tendency to volunteer and a sense of patriotism, SI
is significantly correlated with a person’s career guidance
behaviour, labour market pricing, and salary ambitions.
Since financial well-being is a vital component of life suc-
cess, raising the level of social intelligence of young people
is of great importance in the context of strengthening the
economic, political and social security of the country. Fur-
ther research on this psychological phenomenon will help
to better understand the nature of professional success and
effective socialisation.

DISCUSSION

The connection between social intelligence and a person’s
success in the labour market is a subject of thorough re-
search. In this context, it is relevant to note that SI is closely
related to another soft-skill, namely emotional intelligence
(EI), which is much better researched. A study of the im-
pact of emotional intelligence on wages among Americans
found that employees with higher levels of emotional intel-
ligence earn an average of USD 29 thousand more per year
than people with lower levels (Rybalka & Yakunin, 2018).
This was explained by an increase in labour productiv-
ity. Another study conducted on a sample of 785 people
showed that identifying the level of emotional intelligence
development can predict professional success, one of
the most important criteria of which is salary (Sanchez-
Gomez et al., 2021). Analogous conclusions were reached
by T. Momm et al. (2015), who compared emotional lit-
eracy and social influence on annual income. The study of

a sample of 142 employee-peer-manager triads found that
the ability to recognise emotions correlates with the level
of annual earnings. The authors interpreted these results as
the respondents’ communication skills. It is assumed that
developed emotional abilities allow people not only to pro-
cess information efficiently, but to use it for effective ori-
entation in the social environment of organisations, which
contributes to their success.

Pricing in the labour market demonstrates, among
other things, a person’s self-respect and assessment of their
own capabilities and professional abilities. As a rule, higher
salaries are planned by people who are inclined to self-de-
velopment and personal growth. The study by I. Liadskyi &
D. Diachkov (2022) clearly demonstrated the impact of
social intelligence on the interest in additional knowledge,
skills and abilities, which further explains its impact on la-
bour market pricing. No significant gender difference was
found between social intelligence and salary ambitions.
This is confirmed by other studies that also show approxi-
mately equal development of SI and professional or initial
academic performance (Bhat, 2016). This soft skill, along
with related emotional intelligence, is becoming an even
more important skill in today’s digital world, which is dra-
matically changing the labour market. Specifically, the digi-
tal trends of 2021-2022 were also driven by the COVID-19
pandemic, which has dramatically changed the face of the
labour market. Social intelligence has also had a certain
impact (Starynska & Spivak, 2021), defining innovative ap-
proaches to the formation of labour relations, in particular
in the search for remote work or part-time work.

It was proved that managers and employees with devel-
oped emotional intelligence are more efficient, creative and
make better decisions, which significantly optimises their
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work (Bonesso et al., 2019). H. Lyubochkina’s (2017) study
also points to the creativity of employees characterised by a
prominent level of social intelligence. Furthermore, the psy-
chologist points out that people have a better understand-
ing of themselves when their SI is well developed. In other
words, by understanding their own motives and goals, it is
easier for an employee to determine a decent level of remu-
neration and its adequacy to their efforts. These findings are
consistent with research conducted among students at the
Poltava State Agrarian University, which indicates greater
awareness and self-awareness about socially relevant issues,
including the importance of a salary in meeting basic and
essential needs. People with developed social intelligence
are better integrated into the labour relations system, tend
to work in a team and perform common tasks. This is evi-
denced by the results of a study by J. Freeman et al. (2020).
According to the specified study, these people can expect
better pay and loyalty from their team and management.
According to the results of the student survey, this impact
is exerted by social information processing, which allows
for effective analysis and use of social information, being
guided by the realities of the labour market.

In general, the topic of financial motivation is closely
related to the level of employees’ expectations regarding
remuneration and their sense of gratitude. The research
by L. Gulliford et al. (2019) shows that social intelligence
determines a person’s self-control and gratitude, which
harmoniously complements the results of the survey of
students at Poltava State Agrarian University. This aspect
further explains the need to analyse the SI of job applicants
to understand their ability to work in a team and to ap-
preciate motivation, including in financial terms. A prom-
inent level of social intelligence reduces conflict in the
team, minimises market pricing, and minimises destruc-
tive forms of demonstrating disagreement with managers
and employees (Rahim et al., 2018). Accordingly, this soft
skill helps to reduce tension among staff, including in the
area of labour market pricing. Other researchers, including
S.J. Obot (2021), who came to this conclusion based on the
responses of 305 respondents from secondary education
institutions, also advise developing the social intelligence

lives and perform their duties more effectively in commu-
nicating with other people.

Thus, these studies conclude that social intelligence af-
fects labour market pricing. People with a higher level of so-
cial intelligence have higher salaries and better opportunities
for development. They are also better equipped to adjust to
the digital world and operate more productively in teams.

CONCLUSIONS

This paper covered a statistically significant impact of so-
cial intelligence on the pricing of salaries. This dependence
is especially evident in the case of the social information
processing component, which demonstrated a moderate
positive relationship (p<0.01**) with immediate post-grad-
uation salary expectations. On average, respondents ex-
pressed a desire to receive UAH 12.6 thousand. However,
no correlation was found between social intelligence or its
components and ambitions for the level of pay during study.
Students demonstrated their willingness to work extra hard
for any financial motivation. As for the level of salary that
would fully satisfy them in adulthood, the average salary
level is about UAH 21,600 (USD 580). A significant posi-
tive correlation (p<0.05*) with this indicator was demon-
strated by such a component of social intelligence as social
information processing. The study revealed a tendency for
social intelligence to influence labour market pricing, but
further research on large samples of not only students but
also adults seeking employment is needed to confirm this.
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