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Abstract

With this paper research, I wanted to demonstrate the significance of connections between
economic growth and ISO standards and Intellectual property, which is missing in Western
Balkans economies, while issues related to economic growth, quality, quality management, ISO
standards, and intellectual property have recently attracted more attention than other topics
globally.

The methodology of the research involved collecting data and information about economic
growth, ISO standards, and intellectual property for Western Balkan economies, building tables,
and handling a regression analysis for these three factors.

The main finding of this study is that there is no strong relationship between economic
growth, ISO standards, and Intellectual property in the Western Balkans.

The main conclusion of the study is that economic growth, besides other factors, especially
hard factors like labor, land, and capital, should be considered as a pattern for growth using soft
factors of production like entrepreneurship and innovation, both of them dependent hardly by
intellectual property and ISO standards application, as a way on achieving more competitive
advantage, exceeding customer expectations by enhancing the quality of goods and services,
as well as protecting unique values of business entities and individuals.

Keywords: Western Balkans, Economic growth, ISO standards, intellectual property, quality
management, quality culture, factors of production

Western Balkans economy significant progress achieved in 2022: the

The current geopolitical environment start of EU accession discussions with Al-
presents the Western Balkans with unparal-  bania and North Macedonia in July, and the
leled problems. This involves the integration = awarding of EU candidate status to Bosnia
of Western Balkan nations into the EU, with  and Herzegovina in December. Furthermore,
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significant progress on visa liberalization for
Kosovo with a definite schedule is a very en-
couraging step. These measures revive the
accession process and provide fresh dynam-
ics to the Western Balkans (Albania, Bos-
nia and Herzegovina, Kosovo, Montenegro,
North Macedonia, and Serbia).

An uncertain external environment con-
tinues to be a burden for the Western Balkan
economy, putting people’s homes, compa-
nies, and governments under great stress.
The Ukraine-Russia conflict, along with ris-
ing oil costs and declining global develop-
ment, is harming the economies of all six
nations. As a result of growing food and en-
ergy prices, inflation has reached previously
unheard-of levels. The first half of 2022 had
stronger economic growth than predicted. In-
vestment and private consumption were the
primary drivers of growth. Rising incomes,
remittances, and private credit expansion
have supported private spending. There was
a lot of investment in North Macedonia, Ser-
bia, and Bosnia and Herzegovina.

Building on the successes of 2021, certain
nations saw employment levels reach all-time
highs by mid-2022. Since mid-2021, all na-
tions’ employment rates have increased by 3
percentage points. The labor market rebound-
ed across all industries, although services,
notably tourism, contributed significantly. By
mid-2022, the Western Balkans’ unemploy-
ment rate had dropped to a record-low 13.5
percent, with 151,000 fewer people out of
work. While poverty continues to fall in 2022,
the future of poverty reduction is jeopardized
owing to rapidly rising inflation.

Without government support, the severi-
ty of the energy and food price shocks might
raise the number of underprivileged people
in the region by 13%. The rises in energy and
food costs have offset the increase in revenue
brought on by high inflation and precluded
budgetary retrenchment. Increased nomi-
nal revenue has been facilitated by excessive
inflation, particularly for indirect taxes like
the VAT. On the other hand, state expendi-
ture has substantially grown as a result of the
government’s responses to the oil crisis and
rising inflation.

A convergence of supply- and de-
mand-side factors caused the inflation rate in
the Western Balkans to soar throughout 2022.

4
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All Western Balkan nations expect inflation to
stay in double digits in 2022, with Albania be-
ing the lone outlier. Food costs rose by up to
25% in North Macedonia, Montenegro, and
Bosnia and Herzegovina. Even while increas-
es in commodity prices have historically been
the primary drivers of inflation, price pres-
sures are spreading more widely.

Although the banking industry has re-
mained steady, it will unavoidably be put to
the test if GDP growth slows and inflation
rises. Non-performing loans are still falling
(at 4.4 percent on average in March 2022)
and the banking sector in the area has not
been directly impacted by the conflict in
Ukraine. However, tighter global financial
conditions, a downturn in both local and
global demand, and a decline in corporate
and consumer confidence will surely affect
the region’s financial industry.

The region’s export boom has begun to
slow down, and rising food and energy costs
have caused imports to rise sharply, resulting
in bigger current account deficits. Deficits are
rising in every Western Balkan country, and
in some, like Kosovo, Montenegro, and Ser-
bia, they have hit double digits. It is expect-
ed that the region’s current account deficit
will widen, going from 54.9 percent of GDP
in 2021 to 8.7 percent of GDP in 2022. Al-
though the rate of growth has started to slow
down, the region’s exports of both goods and
services have remained strong.

Although growth was quite strong in the
first half of 2022, it is clear that another storm
is coming to hit the region. A confluence of
indirect supply and demand shocks that will
keep prices high and erode investor and con-
sumer confidence will likely seriously hinder
the region’s future. The winter COVID-19
flare-up is still a threat, credit restrictions are
tightening, and supply chains globally are still
under stress. The growth rate for the Western
Balkans has been further decreased (by 0.3
percentage points) to 2.8 percent for 2023.

Short-term policy support for the most
vulnerable should be given top priority by
governments, who should also ensure that
their actions are targeted and restricted in
time to minimize financial risks. Reforms
that would boost medium-term growth at
minimal fiscal cost should be put first by pol-
icymakers.
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Table 1. Western Balkans Key Performance Indicators, 2021
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Albania 8.5 26 31.6 27 —-45 74 82 -133 -7.7 62.7 11.5
B&H 7.5 2 433 43 -03 376 341 -123 -2.6 654 174
Kosovo 10.5 34 293 279 -13 219 9.3 -30.7 -83 373 18
NRM 4 32 377 323 -54 608 511 -16 -3.5 814 15.7
Mntngr 13 24 459 44 -19 868 10.6 -194 -9.2 2149 16.6
Serbia 7.4 4 474 433 -41 571 389 -85 -44 685 11
WB6 8.48 33 392 363 -29 564 31.8 -127 -49 88.4 15.03

Source: WB. Western Balkans Regular Economic Report. No.22. Fall 2022

Albania

Bosnia & Herzegovina

Kosovo

Table 2. WB Country profiles

Following robust growth in early 2022, GDP is likely to decelerate in the remain-
ing part of the year, as rising inflation affects real disposable income, and a slow-
down in the global economy translates into tighter financing conditions and lower
foreign demand.

High food and energy inflation have prompted additional government support to
households and SMEs, which are already benefitting from regulated electricity
prices. This adds to the fiscal pressures.

Medium-term prospects hinge on the global recovery and structural reforms, and
the launch of fiscal consolidation.

Poverty is expected to continue declining but the continuation of inflationary
pressures will decelerate the recent gains.

Robust economic activity continued in the first half of 2022. Nevertheless, em-
ployment improved only marginally; unemployment remains elevated and is
especially high among youths.

Headline inflation accelerated, fueled by food and transport prices, raising infla-
tion to 12 percent by July 2022. Fiscal revenues benefited from strong growth and
inflation, with the deficit expected to reach 1 percent of GDP in 2022, on election
year.

Real output growth is expected to decelerate in the second half of 2022 as private
consumption slows due to the erosion of real disposable income caused by high
inflation, and a deterioration in net exports.

Elections took place on October 2, 2022, potentially setting the scene for a return
to much-needed and delayed structural reforms to boost potential growth in the
medium term.

Kosovo’s economic growth moderated in early 2022, with activity affected by
broad-based price increases. Risks to the outlook remain high as the country con-
tinues to grapple with rising inflation pressures.

The price shock will inevitably continue affecting demand and economic activity
in 2022, and growth is expected to moderate to 3.1 percent, mainly on account of
higher real exports.
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« Strong tax revenue collection continues to favor the fiscal position, supported
by higher inflation and tax compliance measures. The fiscal deficit is expected to

Kosovo

reach 0.8 percent of GDP in 2022, amid significant capital underspending.

« In a context of high uncertainty, maintaining buffers to respond to the changing
macroeconomic environment, particularly in the context of an ongoing ener-
gy crisis, is vital. Over the medium term, it is imperative to advance structural

reforms to enhance competitiveness and private sector development in support of
the current export growth momentum.

»  While still recovering from the pandemic, the economy is facing renewed head-
winds. Growth remains very strong, estimated at 6.9 percent in 2022, led by

Montenegro

private consumption and tourism recovery.

 Inflation surged to new highs, but its adverse impact on the cost of living was
largely mitigated by an increase in real disposable income.

« The fiscal deficit is estimated to widen to 4.9 percent of GDP in 2022, due to the
forgone revenues of the recent tax reform and increased social spending.

« High public debt and the deteriorating global environment require near-term

fiscal consolidation.

« Asthe war in Ukraine and the energy crisis dim growth prospects, inflation is

poor.

Republic of North
Macedonia

racing toward an all-time high, disproportionately eroding the real income of the

« With limited fiscal space, elevated public debt, and increased cost of financing,
fiscal support needs to target the most vulnerable households and firms. At the
same time, monetary policy tightening needs to strike a balance between contain-
ing inflation and avoiding stifling economic activity.

 Disruptions related to the war in Ukraine, overstretched global supply chains,
mounting inflationary and wage pressures, and the intensifying energy supply cri-

sis continue to weigh on the outlook and the economic prospects of the country.

« Growth continued to be strong in H12022, despite major domestic and external

challenges.

« Inflation accelerated more rapidly than projected, and in line with developments
in the region, reaching 13.2 percent y-o-y in August, driven by food and energy

prices.

Serbia

The fiscal deficit turned lower than anticipated, thanks to a strong performance of
revenues, while public debt is around 57% of GDP.

« While growth projections over the medium term (2022-2024) remain un-
changed, risks to the outlook are tilted to the downside.

» The most significant deterioration is expected on the external side, with the CAD
widening to around 10% of GDP due to the major increase in imports.

Source: WB. Western Balkans Regular Economic Report No.22. Fall 2022

Factors of production and their
relations with ISO standards
and intellectual property

In economic sciences, factors of produc-
tion are divided into four categories: (1) land,
labor, and capital in classical theory (Adam
Smith, etc.); (2) labor, labor subjects, and
labor tools in Marxist theory (Karl Marx,
Frederik Engels, etc.); (3) fixed capital, labor
capital, and financial capital in neoclassical
theory; and (4) environmental economics the-

6

ory. Many academics have seen innovation as
a component of this production factor inside
entrepreneurship, but it is presently thought
of as a separate factor of production as it is not
just a characteristic of entrepreneurs. Since
personnel also possess the quality of innova-
tion, topics or organizations must foster such
circumstances for innovation to occur.

Even during the pandemic and post-pan-
demic periods, when the traditional view of
factors of production where labor, land, and

A WESTERN BALKANS REGRESSION ANALYSIS
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capital have been treated as the most import-
ant factors almost was over, and discusses
how the combination of early factors of pro-
duction (land, labor, and capital) with mod-
ern factors of production (entrepreneurship
and technological innovation) made it pos-
sible for many entities operating in different
sectors of the global economy to succeed, and
especially when humans are left unchecked
(Malthus, 1798).

Because they are also taken into account
in this study, the variables of production that
have lately received attention include labor,
land, capital, entrepreneurship, and inno-
vation. Economic downturn from 2008 to
2012. Natural catastrophes and pandemic
crises, like the most recent one brought on
by COVID-19, have demonstrated day by day
how important it is to establish a culture of
innovation and quality management to gain
a competitive edge in a volatile environment.

When we talk about innovation, we im-
mediately consider new combinations that
produce improved and/or novel goods and
services, novel processing, manufacturing,
and assembly techniques, novel market entry
strategies, novel resource utilization strat-
egies, novel or enhanced business models,
etc. In most cases, this has to do with the en-
hancement, expansion, and novelty connect-
ed to/related to improved effectiveness and
efficiency of processes, procedures, rules,
orders, products, services, methodologies,
methods, tools, technologies, etc., that peo-
ple involved in the process of innovation,
creativity, and quality management bring to
the market and offer for economic agents, in-
dividuals, families, businesses, and govern-
ments. When we talk about innovation, we
also talk about creativity, which is something
new and beneficial in ideas, creations, and
so on. As individual or group activity-based
ideas, creativity and innovation are directly
linked to intellectual property. This is espe-
cially true in the humanities and social sci-
ences, economics and business studies, edu-
cation, technology and engineering, theory,
and philosophy.

A strong culture is required once innova-
tion and creativity are in place. A set of ideals
known as “quality culture” provides a guide
on how to continuously improve everyday
operations and the outcomes, goods, and/or

7
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services related to them. All employees, not
just quality controllers, are responsible for
the organization’s or organizations’ quality
culture.

The current working environment of both
public and private organizations around the
world has been centered on quality of work,
“doing right the first time,” through quali-
ty management, corrective and preventive
actions, and being clear, about the same or
similar problematic issues that show up of-
ten and/or again, which can be experienced
and expressed through (1) individuals de-
velopment, (2) active respect, and tolerance,
(3) responsibility, and (4) entrepreneurship,
as main values, bringing finally competitive
advantage(s).

In ISO standards, the fundamental princi-
ple of quality culture is embodied. The pub-
lic and commercial sectors worldwide are in-
creasingly interested in and in need of these
international quality management standards,
particularly for certain of them, to gain a com-
petitive edge internationally. Instead of focus-
ing on the notion of how and why products
and services meet consumer expectations, the
ISO standards are primarily concerned with
management and process quality.

To increase the quality of goods and ser-
vices daily, businesses adopt managerial
functions, specify quality policy, strategic/
operational objectives, and responsibilities,
and put them into practice via planning, bud-
geting, leading, inspiring, and controlling.

A quality management system, which is
codified in ISO standards, is useful for this.

Key benefits of using standards

According to the Organization of Stan-
dards, there are three main types of benefits
to using standards:

Key benefit 1: Streamlining inter-
nal operations

One important conclusion is that stan-
dards may be utilized to speed up internal
business operations inside a company, for
instance by decreasing the time spent on
particular tasks while carrying out different
business functions, cutting waste, lowering
procurement prices, and boosting productiv-
ity. According to the case studies, standards
contribute between 0.15 and 5 percent of
yearly sales to a company’s gross profit.

A WESTERN BALKANS REGRESSION ANALYSIS
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Key Benefit 2: Innovation and Ex-
pansion of Operations

A few case studies give instances where
standards have been the foundation for
creative business procedures that allow
businesses to grow their supplier networks or
successfully launch and manage new product
lines. In other instances, standards assisted in
lowering the risk associated with businesses
launching new goods into domestic markets.

Key Benefit 3: Creating or entering
new markets

Standards have served as a foundation for
the creation of new markets, as well as new
local and international markets, as well as for
the development of new goods. In extreme
circumstances, the influence of standards is
much beyond the amount mentioned above,
with businesses producing gross profit con-
tributions of up to 33% of their yearly sales,
which enabled them to establish themselves
as market leaders for at least a while.

Intellectual property

Inventions, literary and creative works,
designs, symbols, names, and pictures uti-
lized in business are all examples of intellec-
tual property (IP). IP is legally protected by
things like patents, copyrights, and trade-
marks, which allow people to profit financially
or gain notoriety from their inventions. The
IP system seeks to provide an environment
where creativity and innovation may thrive by
striking the correct balance between the inter-
ests of inventors and the larger public inter-
est. Intangible works of human creativity are
included in the category of property known as
intellectual property (IP) (WIPO, 2016).

Different nations recognize different
kinds of intellectual property to varying de-
grees (WIPO, 2021). The most well-known
categories include trade secrets, patents,
copyrights, and trademarks. In the 17" and
18th centuries, England was where the mod-
ernidea of intellectual property first emerged.
Although the phrase “intellectual property”
first appeared in the 19 century, it wasn’t
until the late 20" century that it was widely
accepted in most of the world’s legal systems
(Lemley, 2009). Promoting the production of
a wide range of intellectual commodities is
the primary goal of intellectual property law
(Paul & Anthony, 2008). To do this, the law
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often grants people and corporations tem-
porary property rights to the knowledge and
creative products they produce.

This provides an economic incentive for
their production by enabling individuals to
profit from the knowledge and intellectual
products they produce and by enabling them
to safeguard their ideas and avoid piracy
(Paul, Anthony, 2008). Depending on the lev-
el of protection provided to innovators, these
economic incentives should encourage in-
novation and advance technology in nations
(UNIDO, 2009).

Economic Growth ISO Standards,
and intellectual property

To enable the free interchange of goods
and services, standards are necessary. They
also aid in reducing the expense of adjust-
ments. Standardization is crucial for the
economy’s health as well as for everyday liv-
ing. The state of the art for the standardized
object or industry is also informed by the
rules created throughout the standardization
process. Anyone who adheres to standards is
doing so by advice given by global experts.
They are acknowledged technical norms be-
cause of their history and use.

The free exchange of products and services
is made possible by common norms and stan-
dards without the need for additional adjust-
ment expenses. Norms promote rationality
and ensure high standards in administration,
research, technology, and economics. A classic
area of industrial strategy is standardization.
From an economic standpoint, norms and
standards notably promote market freedom
and corporate innovation capability. Stan-
dardization helps innovations and technolog-
ical know-how proliferate more swiftly. The
competitiveness of businesses is increased.

International Standards are the unseen
driving force behind the growth of our econo-
my. Global business leaders look to ISO stan-
dards for improved economic performance,
monetary stability, and fresh local and foreign
sources of development. According to studies
released by ISO members, standards were re-
sponsible for 28% of the increase in GDP in
the Nordic nations and the UK. Another re-
search from France revealed that over 66 per-
cent of businesses (including SMEs) polled
said that standards boost their revenues and
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that 69 percent believe standardization would
benefit their company (Naden, 2021). The im-
portance of preserving intellectual property
rights is emphasized by the WIPO treaty and
numerous other relevant international ac-
cords. Two justifications for intellectual prop-
erty laws are provided in the WIPO Intellectu-
al Property Handbook. The first is to provide
legislative expression to the moral and finan-
cial rights of authors in their works as well as
the rights of the public to access such works.
The second is to actively foster invention, as
well as its distribution and implementation,
as well as fair commerce, which would sup-
port both economic and social growth (WIPO,
2020). According to the Anti-Counterfeiting
Trade Agreement (ACTA), “effective enforce-
ment of intellectual property rights is critical
to sustaining economic growth across all in-
dustries and globally”.

According to economists, intangible as-
sets make up two-thirds of the value of big
enterprises in the United States (Shapiro,
Pham, Blinder, 2007). IP-intensive business-
es are predicted to produce 72% higher val-
ue-added per employee than non-IP-inten-
sive industries (price minus material cost).

An analysis of the effects of IP systems
on six Asian nations conducted jointly by
the WIPO and the United Nations University
revealed “a positive correlation between the
strengthening of the IP system and subse-
quent economic growth” (WIPO, 2007).

Research framework, the
purpose of the case study
The framework of the research has been
economic growth, ISO standards, and intel-
lectual property during 2012—-2021 in WB6.
This study has been intended to adopt a
theory-building mode, aiming to clarify re-
search questions, given the lack of numerical,
statistical, and algebraic arguments on rela-
tions between economic growth and ISO stan-
dards, the lack of numerical, statistical, and
algebraic arguments on relations between eco-
nomic growth and intellectual property, and
the lack of numerical, statistical, and algebraic
arguments on relations between ISO standards
and intellectual property, too (Wrobel, 2019).
1. RQ: There is any relation between eco-
nomic growth and ISO standards and Intel-
lectual property?

9
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Methodology

In particular, prior empirical research
does not explain how economic growth, ISO
standards, and intellectual property influ-
ence and connect, even though several seri-
ous theoretical studies are showing a strong
connection between them, but not numeri-
cal, statistical, and algebraic studies. This is
true even though it acknowledges the impor-
tance of economic growth, ISO standards,
and intellectual property. As a result, theory
development is necessary before analysis,
proof, and facts. A case study technique is
necessary to thoroughly investigate the phe-
nomena since it enables examination based
on theory and statistics findings.

Besides that, differently with the tradi-
tional model of assuming about economics,
in this research, (1) labor has been consid-
ered as it is in reality, not homogeneous,
(2) land has been considered as it is in real-
ity, not homogeneous (there are particular
kinds of soil or mineral deposits (Robin-
son, 1953) which influences on production
and flow of capital and human resources),
(3) it is considered as naturally, all house-
holds don’t consume goods and services in
the same proportions (Robinson, 1953),
(4) is taken as normal, and regardless of
whether their relative prices change, chang-
es in average incomes and how they are dis-
tributed have a major effect because it affects
supply and demand for end products (Rob-
inson, 1953), (5) is taken as such because
an experienced entrepreneur has an advan-
tage over a young person (Robinson, 1953),
(6) is understandable as skills, knowledge
and competencies are not evenly distrib-
uted and at this point managerial skills are
very important and (7) it is understandable
that having sufficient capital is not the only
employment opportunity (Robinson, 1953).
These are the characteristics that bring this
search very close to reality.

3.1 Selection of case
Three main criteria have been taken into
consideration in this research: (1) a theoret-
ical approach, (2) suitability of relations, (3)
practical positive impacts on relations be-
tween economic growth and ISO standards,
between economic growth and intellectual
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property, and between ISO standards and in-
tellectual property.

Based on this, research questions were
built. The research question is:

RQ: There is any relation between eco-
nomic growth and ISO standards and Intel-
lectual property?

Based on these research questions three
couples of hypotheses were built:

And based on this research question a
couple of hypotheses have been developed.

HOO — There is any relation between eco-
nomic growth ISO standards, and Intellectu-
al property in WB6?

HO1: There is not any relation between
economic growth and ISO standards, and in-
tellectual property in WB6?

Collection of data

Data for economic growth — WB reports.

Data for ISO standards — ISO website.

Data for intellectual property — Intellec-
tual property website

In preparing this research, only have from
international indexes and websites have been
used.

Analysis of data

1. By WB website drowned the WB6 eco-
nomic growth for the period 2012-2021.

2. From the ISO website drawn the num-
ber of ISO certificate issues for the period
2012-2021 for WB6 (Kosovo was not listed).

Section 1. Economics and management

Table 3. Economic growth, ISO
standards, and intellectual property
(2012-2021)

Year EG ISO 9001 IP
2012 -0.65322 806.2 2687.6
2013  2.54375 480.2 4178
2014 1.350323 601.6 3094.8
2015 3.117156 744.6 2947.6
2016 3.138662 710.8 5116.2
2017  2.98922 693.6 4702
2018  4.06009 912 5868.2
2019 3.456031 934 5192.6
2020 -5.72764 1092.8 4696.6
2021 8.479914 1411.8 5786.2

Graph 1. Economic growth, ISO
standards and intellectual property
(2012-2021)

8000

6000
4000 /\/\/\/

2000
m—

0
_200012345678910

Year EG SO 9001 e |P

Regression analysis results:

3. From the Intellectual property website, SUMMARY OUTPUT
the number of IP issued for WB6 between Regression Statistics
2012 "an 2021 s bet Multiple R 0.623561
. A regressive analysis between econom-
ic growth and ISO standards and Intellectual R Square 0.388829
property was performed. Adjusted R Square 0.187432
Standard Error 3.607693
Observations 10
ANOVA df SS MS F Significance F
Regression 2 66.24373 33.12186 2.544812 0.147706
Residual 8 104.1236 13.01545
Total 10 170.3673
Coeffi- Standard Lower Upper Lower Upper
. t Stat P-value

cients Error 95% 95% 95.0% 95.0%
Inter-
czpir 0 #NJA  #NJA  #N/A  #NJA  #N/A  #NJ/A  #NJ/A
ISO
9001 -0.00159 0.005073 -0.31355 0.761879 -0.01329 0.010107 -0.01329 0.010107
1P 0.000854 0.000974 0.876591 0.406261 -0.00139 0.0031 -0.00139 0.0031
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Research result:

As per the R2 — 0.388829, lower
than 0.50, the HO1 hypothesis: There is
no relation between economic growth
and ISO standards, and intellectual
property in WB6, has been proved.

Summary output

This research produced important main
results and provided insight into the not
strong connection between economic growth,
quality management, and intellectual prop-
erty in WB6 economies and serves not only
in the theoretical aspects but what is more
importantly this research produced for the
very first time the statistical results through
regression analysis for missing of relations
between economic growth, ISO standards
and intellectual property in WB economies.

Research’s context

The era of treating labor, land, and cap-
ital as the three primary components of
production in the conventional sense is vir-
tually finished. Since fashion is no longer
the fourth component in production, it also
touches on entrepreneurship. The value of
intellectual property, quality management,
innovation, and creativity as a combination
that may offer a competitive advantage in
a shifting environment has been demon-
strated day by day by economic crises, nat-
ural disasters, and pandemic scenarios,
particularly the most recent one produced
by COVID-19-19. It doesn’t require any
commentary or interpretation that certain
nations are more competitive than others
when quality management concepts, intel-
lectual property, innovation, and creativity
are integrated into every aspect of public
and private enterprises’ operations.

In particular, earlier research, which has
mostly been empirical, acknowledges the sig-
nificance of intellectual property and quality
management in economic growth but does
not explain how IP and QM impact and link
to economic growth.

Prior empirical studies have revealed a lack
of numerical, statistical, and algebraic studies
on the subject and a lack of studies on connec-
tions between them in terms of theoretical ap-
proach and terms of numerical, statistical, and
algebraic studies, in addition to several serious

11
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theoretical studies showing the strong connec-
tion between economic growth, IP, and QM.

Discussion

Economic growth, intellectual property
(IP), and quality management (ISO standard
certificates provided globally) have served as
the research’s guiding principles.

The major findings of a regressive exam-
ination of the relationships between econom-
ic growth, IP, and QM in the Western Balkans
are that there is not a substantial relationship
or correlation between these variables.

« Considerations for practice and theory

According to the study’s final findings, a
new avenue for further study in the still-un-
known domain of the relationships between
economic growth, intellectual property, and
quality of life has been opened.

In terms of application, the research high-
lights the significance of seeing the relation-
ships between economic development, intel-
lectual property, and quality management as
a triangle since doing so helps enterprises
and a nation’s economy as a whole develop
stronger competitive advantage strategies.

Limitations and Avenues
for further research

To address these concerns, this arti-
cle aims to highlight persistent issues with
comprehending the connections between
economic growth, intellectual property, and
quality of life. Since we are now much clos-
er to being able to design studies that will be
able to provide better answers to such ques-
tions, this paper’s research opens a window
for other academics and practitioners in these
fields. Questions of the processes that facili-
tate these relations are the subject of further
investigation, but there is currently enough
information available to provide some defin-
itive answers to questions of these relations.

This study, the first of its kind examin-
ing linkages between economic growth, in-
tellectual property, and quality of life in WB
economies, was conducted utilizing a wealth
of information about economic growth, IP,
and quality of life for the years 2012 to 2022.
However, more research is needed to deter-
mine whether these relationships continue.

Future study, in my opinion, should:

« Include pertinent questions about

methods and data collection that
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would highlight connections between
economic growth, intellectual prop-
erty, and quality of life at the level of
countries and economies;

« Correlational study data should be
specific enough to point to real orga-
nizational aspects of business, such
as human resources, strategic man-
agement, organizational behavior,
supply chain management, market-
ing strategies, digital economy, etc.,
that demand a complete eclipse of re-
quired changes regarding IP and QM;

« Consider probable interactions be-
tween variables that could be especially
pertinent to the topics being studied,
but bear in mind that researchers don’t
need to take into account every conceiv-
able interaction; instead, they should
focus their data-collecting efforts on
testing expressly stated interactions.

Conclusions and recommendations

1. This research produced a main result
and gave an overview of the connections and
missing links between intellectual property,
quality management, and economic growth
in the economies of the Western Balkans.
However, what is most significant is that this
research produced statistical results through
a regression analysis of the missing links be-
tween them for the first time.

2. The main findings of regression anal-
ysis on the relationships between economic
growth and quality management, between
economic growth and intellectual property,
and between intellectual property and qual-
ity management in the Western Balkans are
that there is not a significant relationship be-
tween any of these three variables.

3. Statistical evidence demonstrating the
missing links between economic growth and
quality management, economic growth and

Section 1. Economics and management

intellectual property, and intellectual prop-
erty and quality management demonstrates
that to achieve competitive and compara-
tive advantage, it is necessary to promote
economic growth, quality management, and
intellectual property as a nonfixed factor of
production, concurrently with the effective
and efficient use of other factors of produc-
tion (labor, land, and capital).

4. Because natural resources are un-
changeable (fixed), they continue to be a bar-
rier to the Western Balkans’ ability to experi-
ence economic progress. There are two ways
to overcome resource limitations to increase
productivity: first, by raising productivity to
help get around the limitations of fixed fac-
tors of production, like steadily raising rev-
enue, and second, by using quality manage-
ment and intellectual property to get around
the problem of scarce resources. To save
fixed and finite resources, there is a tendency
to innovate and develop via quality manage-
ment and intellectual property. Therefore, if
we create technology to conserve fixed and
finite manufacturing factors, these obstacles
might not be a barrier to Western Balkan
economies’ growth and progress.

5. The cycles of these elements’ use are
tied to the history of production factors
across the world. Utilizing permanent factors
of production like land, labor, and capital is
one cycle; utilizing flexible factors of produc-
tion like innovation and entrepreneurship is
another. In certain stages of economic de-
velopment, the cycle of fixed and/or limit-
ed factors of production (capital, labor, and
land) predominates, while in other stages of
development, the cycle of non-fixed factors
of production — such as innovation, creativ-
ity, intellectual property, ongoing quality im-
provement through ISI standards, and entre-
preneurial skills — predominates.
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Abstract

If we examine the example of economically developed countries in the world, we can iden-
tify two mechanisms for raising capital: bank loans and the stock market. The harmonious
relationship between these two mechanisms contributes to the health and development of the
country’s economy. One of the mechanisms for raising money, the bank loan, holds absolute
dominance in the Georgian reality, hindering the development of the second mechanism, the
stock market. As a result, various business entities lack the opportunity to access long-term
financial resources and are compelled to pay the high fixed loan rates of commercial banks.

Keywords: bank loan, stock exchange, commercial bank, loan rate

Introduction

A commercial bank is the primary com-
ponent of the credit system, as it practical-
ly performs all types of banking operations.
Commercial banks continually strive to
adapt to the competitive environment. The
introduction of new institutions and finan-
cial instruments into the market encourages
commercial banks to broaden their scope of
operations and become universal.

At the beginning of the 20" century, the
governments of developed Western coun-
tries made the decision to prohibit banks
from directly participating in the securities

market and imposed specific restrictions
and barriers. Later, along with the develop-
ment of the global economy, since the 70s
of the XX century, the mentioned approach
regarding commercial banks has gradual-
ly changed and the existing restrictions are
being either lifted or eased. A prominent
and highly significant example of this pro-
cess is the repeal of the Glass-Steagall Act
in 1933 in the United States. Nevertheless,
it is worth noting that in some countries of
the world, the activities of banks on stock
markets are regulated by legislation. As a
result, banks in these countries have to ex-
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plore other ways, through trust, brokerage
and investment companies.

Main part
In the countries where commercial banks
are granted the authority to engage in various
securities-related transactions, they assume
the roles of issuer, intermediary and investor.
For commercial banks, the restrictions of
the mentioned operations are different and

oD . - ——

are regulated by the legislation of a specific
country. The restrictions related to the activ-
ities of commercial banks are regulated by
the Law “On Commercial Bank Activities”
(Article 10. “Restriction of ownership
rights, assets, ownership structure
and group structure of commercial
banks”) in Georgia (Modern Banking:
Theory and Practice, 2022).

Scheme N 1

Operations of banking institutions in the securities
market

Issue of securities Making investments

__ Y

Emissive securities I Purchase and sale of
I I securities
I__-_-_ I_____-'
Non-emissive

| securities

Management of I
| invested companies

As for a security, it is a financial instrument
in circulation. A set of securities forms a se-
curities market, through which, as a result of
their circulation, monetary resources are dis-
tributed between investors and issuers. The se-
curities market holds an intermediary position
between capital markets and money markets.
Through it, monetary savings of the state, legal
entities and individuals are accumulated and
directed to the capital markets. Additionally,
the securities market plays a complementary
role within the banking credit system.

Professional activity Traditional banking
services related to

securities

__V__

I Issuing loans by
I pledge of securities I

l_ |

__ Ny

I Dealing operations I

e — — — — ] sceuities i
-3 — — — — —
[ Trust operations | I Tssuance of 1

I guarantee for I
| I emission |
— — — — — ] — — — — —

I_ — = =3 I ————
Deposit service I Payments in the

I securities market I
— — — — — — — — — —
Registrar Services I

I_ —_— e — —n

Organization of I

I securities trading 3

The securities market and the banking sec-
tor are essentially competitors, as both aim to
attract temporarily free cash. However, these
two instruments are not distinctly separated
and are strongly interrelated. The securities
market serves as a complement to the bank-
ing credit system. Savings are transformed
into investments through the securities mar-
ket. These investments are received by pri-
vate businesses and the government. Both the
private sector and the population, who have
saved money, become investors and creditors.
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Scheme N2 1.1

Operations of Georgian banks with
securities

Active operations

________ A
| Securities for dealing |
l_operations ]

The securities market cannot exist without
the stock market. A stock exchange is an orga-
nized marketplace for securities. It facilitates
the collection of proposals for the purchase and
sale of securities and other financial instru-
ments, organizes trading in accordance with
established rules and procedures, and dissem-
inates information about completed transac-
tions and other price-related information.

The Georgian Stock Exchange (GSE), es-
tablished on January 8, 1998, is the only op-
erating organized securities market in Geor-
gia. Established with the support of USAID,
it operates within a legal framework devel-
oped in collaboration with American experts.

On October 18, 1999, at the session of the
Supervisory Board of the Exchange, a deci-
sion was made — for fast, effective and reliable
clearing and settlement of transactions con-
cluded on the Exchange, the Exchange should
establish an organization that will solve this
problem. Consequently, the GSE established
the “Georgian Central Securities Depository”
LLC (GCSD) with 100% ownership.

On January 14, 2000, the National Secu-
rities Commission of Georgia issued stock li-
cense N90001 to GSE.

On January 18 of the same year, the
commission recognized GSE as a self-regu-
lating organization. On March 23, 2000, the
first trade in the shares of “United Georgian
Bank” took place. Since then, until today,
stock trades have been conducted regular-
ly at the stock (Nana Shonia, Tinatin Guge-
shashvili, 2009).

Passive operation

The dates mentioned above (1998—-2000)
were highly significant for Georgia as they
marked the active initiation of the formation
of the securities market, with the participation
of leading experts from the US financial mar-
ket. Given that banks in the new post-Soviet
Georgia were relatively advanced, legislative
measures were taken to prevent one sector
from exercising excessive supervision over
the other. A clear example of this is the Law
“On Securities Market” adopted in 1998. Ac-
cording to this law, the two industries were
entirely separated from each other, allowing
the newly formed securities market to devel-
op independently. The securities market was
supervised by the National Securities Com-
mission of Georgia. As a result, banks couldn’t
participate directly in the market; it was only
possible through subsidiary brokerage com-
panies. Thanks to these and other supporting
measures, the stock market achieved quite
positive results from 2004 to 2007. Since
2007, the operation of the stock market has
been disrupted due to specific factors.

One of the most significant reasons is
legislative changes. March 31, 2007, is a cru-
cial date in the history of the Georgian Stock
Exchange because the Law of Georgia, “On
Securities Market”, was amended. In partic-
ular, with the changes outlined in Article 18,
Clauses 1 and 5, it became possible to exe-
cute transactions both on and off the stock
exchange, with or without the involvement
of a brokerage company. The mentioned date
turned out to be the last one in the trading of
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the Georgian stock exchange, when the vol-
ume of transactions and sales, in total, in-
creased. The adopted legislative change led
to a decrease in trading transactions on the
GSE, and monetary turnover shifted outside
the exchange. Since 2000, the supervision of
the securities market has been carried out by
the National Securities Commission of Geor-
gia, which was a self-regulating system, and
since 2008, the National Bank of Georgia has
become the controller. After the National
Bank acquired the function of securities mar-
ket supervision and commercial banks were
given the opportunity to participate directly
in the market, most of the shares and bonds
presented on the Georgian Stock Exchange
are represented by commercial banks. As of
September 29, 2023, there are 38 securities
listed in various categories on the Georgian
Stock Exchange. The largest portion of these
securities consists of Liberty Bank shares,
with a total volume of 5,502,254,354 securi-
ties (Georgian Stock Exchange (GSE), 2023).
It should also be noted that the majority of
transactions are carried out outside the ex-
change, that is, they are non-exchange and
are made in a non-competitive environment
through brokerage companies. In the peri-
od from January 1, 2023 to September 29,
2023, 19 transactions were carried out at the
trading sessions of the Georgian Stock Ex-
change, the total value of which amounted
to 50,209.04 GEL (Georgian Stock Exchange
(GSE), 2023). The mentioned transactions
were conducted exclusively in GEL. However,
for non-stock transactions during the same
time period, the results differ significantly
from those carried out in trading sessions. In
total, 91 transactions took place in GEL, USD,
and EUR, with a total value of 3,218,354.40
GEL, 8,863,825.89 USD, and 1,573,564.97
EUR (Georgian Stock Exchange (GSE), 2023).

Currently, the Georgian stock exchange
is represented by companies with high cap-
italization, but among them there were three
companies that listed their shares on the
London stock exchange. On November 24,
2006, Bank of Georgia became the first bank
in Georgia and the second in the post-Soviet
space to list its shares on the London Stock
Exchange. Since 2012, it has met all the
highest requirements in terms of financial
strength, transparency, and high standards

Sedior PEOro . e ierries]

of corporate management, which led to its
move to the premium listing of the London
Stock Exchange. As for TBC Bank, it joined
the London Stock Exchange in 2014, and in
2018, JSC “Georgian Capital” was formed as
a result of the division of the Bank of Georgia.

As of September 29, 2023, the results of
the mentioned companies on the London
Stock Exchange were as follows:

The price of “Bank of Georgia” (BGEO)
shares has increased by 0.82%, and the cur-
rent value of one share is 36.90 pounds.
The company’s market capitalization cur-
rently stands at £1.81 billion. In the last six
months, the shares of “Bank of Georgia” have
increased by 32%.

TBC PLC shares rose by 1.88% over the
week. One share of the bank is worth 29.85
pounds sterling. The company’s market cap-
italization currently stands at £1.64 billion.
In the last six months, the price of “TBC”
shares has increased by 20%.

The value of the shares of “Georgian Cap-
ital” (CGEO) decreased by 3.53%, as a result,
the price of one share became 9.84 pounds
sterling. As a result, the market capitaliza-
tion of the company currently amounts to
458.56 million pounds sterling. In the last
six months, the price of the company’s shares
has increased by 20% (BUSSINES MEDIA,
bm.ge., 2023).

The presence of Georgian banks on the
London Stock Exchange is highly beneficial.
For the banks, this means an unlimited oppor-
tunity for development, an expansion of their
investor base, and the prospect of increasing
share liquidity. Meanwhile, the local market
gains access to even more stable, high-stan-
dard banking services. However, it is unfortu-
nate that most Georgian companies are unable
to sell their securities on foreign exchanges. At
the same time, the Georgian stock exchange is
not sufficiently developed to provide compa-
nies with access to the necessary financial re-
sources. Consequently, they are forced to seek
credit from commercial banks, resulting in us-
ing expensive credit.

Conclusion
In Georgia, where there is a shortage of
local investment resources, it becomes excep-
tionally crucial to ensure the sustainability of
the securities market and stock exchange. The
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dominance of banks in the financial sector
leads to the underdevelopment of the securi-
ties market, which, in turn, presents a problem,
as a developed securities market and stock ex-
change help to mobilize local savings more ef-
ficiently and create an opportunity to diversify

DR . e ierrises]

funding sources. Addressing this matter is of
great significance as the share capital market
serves as a vital alternative funding source for
Georgian corporations. Currently, financial re-
sources are not fully and efficiently leveraged
for economic development at this stage.
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Abstract

The essence and main directions of state regulation of agricultural entrepreneurship devel-
opment in modern conditions are analyzed, as well as the legal and regulatory acts that form
the system of state regulation of the agricultural sector in Ukraine are considered. The impor-
tance of environmental safety, preservation of soil fertility and development of agriculture as
an effective direction of sustainable development of the agricultural sector is grounded. It is
determined that the main tasks of the State regulation of agricultural entrepreneurship are:
formation of optimal financial and credit instruments; improvement of the legislative and reg-
ulatory framework; stimulation of interaction of business entities in the agricultural sector, etc.
Keywords: state regulation, state support measures, development of entrepreneurship,
agricultural sector, export

Introduction markets to ensure food security of the state

In the process of its development, entre-
preneurship in the agricultural sector faces
a large number of problems, and the state
plays a significant role in their solution. The
state regulation of entrepreneurship in the
agricultural sector is considered to be one of
the key factors to maintain equivalent rela-
tions on the internal commodity market be-
tween business entities and on the external

and welfare of citizens.

The state should implement a policy of
support in all directions of agricultural de-
velopment through mechanisms and instru-
ments of state regulation. Direct and indirect
support of the agricultural sector should be
aimed at increasing the motivation and in-
centive of entrepreneurs.
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Methodology and the
purpose of the study

The methodological basis of the study was
a set of methods of scientific knowledge of the
system and mechanism of state regulation of
entrepreneurship development in the agri-
cultural sector. General scientific methods
contributed to the achievement of the goal:
empirical research (measurement, compari-
son, observation); theoretical research (anal-
ysis and synthesis), as well as local (specific)
methods: situation analysis (calculation and
constructive method).

Research objectives: The purpose of
this study is to reveal the concept and main
directions of the government regulation of
entrepreneurship development in the agri-
cultural sector in modern conditions.

Literature review

The problem of state regulation in the ag-
ricultural sector has been studied by research-
ers: Aleinikova A.M., Malenka I.M., Rusa-
niuk V. V. Aleinikova A.V. believes that the
concept of “state regulation of the agricultural
sector” is an intricate mechanism of influenc-
ing the income of agricultural producers, the
structure of agricultural production, the agri-
food market, the social structure of the village,
inter-sectoral and inter-economic relations.
According to the author, the goverment reg-
ulations have primarily aimed at overcoming
agrarian crises and providies support to small
agricultural enterprises in the face of fierce
competition with powerful agribusiness capi-
tal (Aleynikova, O.V., 2011).

Malenka I.M. points out that although
the state has significant influence on agri-
cultural enterprises in Ukraine, but it is not
effective enough. The state’s agrarian policy
in recent decades has been more focused on
short-term goals rather than long-term ones,
and its regulatory activities have been incon-
sistent and lacking a systematic approach
(Malenka, I.M., 2013).

According to Rusaniuk V.V, the develop-
ment of entrepreneurship in the agricultur-
al sector is best regulated by implementing
protectionist measures. These measures en-
sure financial, budgetary, legal, economic,
and investment security for business entities
that operate in the market environment. This
helps optimize the conditions and conse-

Section 3. Management

quences of entrepreneurial activity and pro-
motes a healthy level of food security within
the state. Additionally, such measures help
commodity producers adapt to current con-
ditions of instability caused by the coronavi-
rus crisis (Rusanyuk, V. V., 2021).

Analysis of results

Main directions for implementation of the
state regulation of agricultural entrepreneur-
ship development should be: creation of an ef-
fective mechanism of financial assistance for
the business sector; an active policy of indirect
influence on the agricultural manufacturers in
order to stimulate them; creation of programs
for the development of innovative support
for business entities in the agricultural sec-
tor; development of material and technical
equipment for farmers; development and im-
provement of mechanisms of state support for
insurance; provision of information for entre-
preneurs about services of insurance market
in the agricultural sector and state guarantees.

Main actions taken by the Ukrainian
government to support agricultural en-
trepreneurship during the war in Ukraine
should facilitate the further development of
agricultural entrepreneurship and reassure
Ukrainian farmers that, despite the ongoing
war in Ukraine, it is necessary to help the
country to restore its economy and continue
to seed and cultivate the land. The Ukrainian
government guarantees that in case of de-
struction of crops or farms, compensation
will be paid and damaged property will be
fully restored.

With the adoption of the Law of Ukraine
“On amendments to certain legislative acts of
Ukraine concerning the turnover of agricul-
tural land” No. 552-IX on March 31, 2020,
Ukraine opened the land market and, ac-
cordingly, cancelled the moratorium on the
sale of agricultural land.

One of the effective steps to improve the
system of state regulation for the function-
ing of business entities in agriculture was
the Resolution of the Cabinet of Ministers of
Ukraine “On measures to stabilize prices for
goods of significant social significance, an-
ti-epidemic goods” No. 341 adopted in April
2020, which introduced state price regula-
tion by declaring changes in retail prices for
certain goods, including granulated sugar,
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certain categories of milk, eggs, poultry, but-
ter, and others.

Legal and regulatory acts have been is-
sued for certain areas of the agricultural sec-
tor in order to improve the efficiency of state
regulation. In particular, to facilitate the
production and sale of potatoes and vegeta-
ble products, the government approved “the
Concept of the State target program of devel-
opment of industrial potato growing for the
period till 2025” No. 1345-r dated October
21, 2020 and “the Concept of the State tar-
get program of the development of vegetable
growing for the period till 2025” No. 1333-r
dated October 21, 2020.

The most important measure to support
the agricultural sector is the reduction in the
cost of credits, i.e. the implementation of the
programs “Financial support to agriculture
through concessional credits” and “Afford-
able credits 5-7-9%”. In 2021, the credit
portfolio of the farmers became the largest
in the history of the agricultural sector in
Ukraine, although it remains 20 times lower
than the same indicator of the credit level in
the United States. As of 08.09.2023, 71,552
credits in the total amount of UAH 231,568
million were issued: 51% in agriculture; 25%
in trade and manufacturing; and 14% in in-
dustrial processing.

For example, the directions of state sup-
port for the agro-industrial complex in 2021
included cheaper credits for agro-industrial
development, support of the development
of livestock and agricultural processing,
compensation for the cost of Ukrainian ag-
ricultural machinery, etc. The Ministry of
Agrarian Policy included organic production,
potato development, and niche crops in the
new directions of state support.

Regarding the impact of state regulation
on the provision of social and economic, or-
ganizational and legal conditions for devel-
opment in the agricultural environment, it is
worth paying attention to the environmental
and economic efficiency. According to the lat-
est report of the Ministry of Agrarian Policy,
the level of plowed land in Ukraine is 54%.
Since 2020, environmental legislation has
been updated, and new legal and regulatory
acts on state environmental policy, irrigation
and drainage, and environmental standards
have been developed.

Section 3. Management

The government has introduced a large
grant project for non-refundable support of
new businesses called “eRobota”, which is
based on grant funding programs, such as: mi-
crogrants for launching a new business or de-
veloping an existing business, for creating or
developing gardening, berry growing and vi-
ticulture, as well as for creating or developing
greenhouses, for creating and developing pro-
cessing enterprises, for creating or developing
their own business by combatants, people with
disabilities as a result of war and their families.

The most popular microgrant program
for launching a new business or develop-
ing an existing one (“Vlasna Sprava” (Own
business) program; Government Resolution
No. 738 of 21.06.2022). The amount of mi-
crogrant provided to one recipient: UAH
150,000 for the creation of one workplace;
UAH 250,000 for the creation of at least two
workplaces.

New positive tendencies in the state reg-
ulation of the agricultural sector include the
approval of the Strategy of development of
exports of agricultural products, food and pro-
cessing industry of Ukraine for the period till
2026. This strategy, although emphasizing the
predominant export of raw materials, corre-
sponds to the needs of agricultural business
and provides for the formation of a mechanism
of financial support from the state for cooper-
atives of agricultural and food manufacturers.
Taking into consideration the importance of
supporting cooperatives, small and medi-
um-sized producers, it is advisable to approve
the State Strategy for regional development for
2021-2027, which provides for the availability
of markets, the development of infrastructure
for storage of products and the introduction of
new technologies and equipment for the pro-
cessing of agricultural raw materials.

It is also important that EU countries
support Ukrainian exporters and importers.
On May 12, 2022, the European Commission
presented its action plan “Roads of Solidar-
ity” to help Ukraine export its agricultural
products as part of the EU"s solidarity re-
sponse to Ukraine.

For Ukraine, export of agricultural prod-
ucts is an important source of state budget
revenues and a strategic industry, with an
export share of 53% in 2022. Therefore, our
country needs to encourage domestic farmers
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to increase their product volumes and support
the development of agricultural exports.
Conclusions

Section 3. Management

trepreneurship is the innovation-targeted
one, which is based on granting entrepre-
neurs a priority right to receive financial and

credit assistance in all directions of state
support.

Therefore, the most prospective direc-
tion for the development of agricultural en-
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Abstract

The building sector, which emerged with humanity’s need for shelter and became increas-
ingly complex with the increasing demands and desires of societies over time in parallel with the
development of technology, has led the relevant sector stakeholders to make some changes with-
in the framework of the elements and dynamics it contains. The ever-accelerating population
growth in the world has disrupted the supply-demand balances, especially because of regional
concentrations after the industrial revolution. In this regard, construction companies, which
are important stakeholders of the building industry, have had to take a position to complete
projects with optimum quality, cost, and time with the aim of increasing profit margins. Mea-
suring project success in the construction industry is essential for interpreting project results.
The purpose of this study is to test the usability of a standard project success measurement
method, which evaluates project success objectively and subjectively, in developing countries.
As a result of the study, a general evaluation of success measurement in construction projects
will be made, where a construction project success measurement method can be used will be
discussed, and various suggestions regarding construction project success measurement in
developing countries will be included.
Keywords: construction projects, success factors, measurement, risk JEL Classification: C51

Introduction

Projects differ from other works in that
they have certain budget, time and quality
constraints, and the combination of limit-
ed human and non-human resources. Con-
struction projects have various features that
are different from other projects (Al-Hal-
lag K. Mohamed, and Enshassi, S., 2006).

These can be listed as the uniqueness of
each project, its complexity, its variable
and risky characteristics, and its ability to
combine different labor groups. The study
generally focuses on the concept of project
success. First, project success definitions of
various researchers in the literature will be
included. Then, the critical project success

23 CRITICAL SUCCESS FACTORS IN CONSTRUCTION PROJECTS


https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org
https://doi.org/10.29013/EJEMS-23-5.6-23-30
https://doi.org/10.29013/EJEMS-23-3-5-14

European Journal of Economics and
Management Sciences 2023, No 5-6

factors identified by various researchers in
the literature will be listed.

After the critical project success factors
are listed, project success measurement ap-
proaches in the literature will be defined.
Studies of various researchers regarding suc-
cess measurement criteria will be examined.

Jeffrey K. Pinto is a researcher who has
conducted important studies on project suc-
cess. According to Pinto, project success is
based on many measures including cost,
work schedule and performance criteria.
The cost criterion relates to the necessity of
completing the project close to the specified
budget. The work schedule criterion is also
related to the importance of completing the
project on time, within the specified time
limit (Pinto, J. K., 1986).

Research methodology

In the study, two different methods serv-
ing different purposes were used which are
literature review method and field research
method:

Literature research method:

« To list the critical success factors that

are generally effective in projects;

« To establish general project success
measurement criteria;

« To examine the critical success fac-
tors required for construction project
success;

« Examining success measurement
methods in construction projects;

« It served the purpose of introducing
CPSS as a construction project suc-
cess measurement method applied in
developed countries.

The field research method was used to
test the usability of a standard project suc-
cess measurement method, which evaluates
project success objectively and subjectively,
in developing countries. In this regard, field
research method:

» To apply the same CPSS applied in
developed countries in developing
countries;

» Evaluating the success of projects in
developing countries relative to each
other;

« It served the purpose of comparing
the application results in developed
and developing countries and creat-

Section 3. Management

ing a standard measurement method
in order to test the usability of a stan-
dard success measurement method
such as CPSS in developing countries.

Critical Project Success Factors

Critical success factors are factors that af-
fect the success of projects and, when taken
into consideration, will increase the chance of
project success (Davies and Cooke, T., 2002).
Identifying these factors and revealing their
importance will allow project managers to be
prepared for these issues and take the neces-
sary precautions in advance. In the literature,
various researchers have determined project
success factors theoretically, without basing
them on specific data. In addition, there are
empirical studies on critical project success
factors using these theoretical studies.

Features of Construction Projects

The important features of construction
projects that make them different from other
projects can be listed as follows. The unique-
ness of each project: Every construction proj-
ect is different and unique. Each project has
its own unique influencing factors, so each
requires different management techniques
(Beck, R., Wysocki, R. and Crane D., 2003).

Complexity characteristic: Construction
projects have different phases. Various areas
of expertise and organizations are active in
each different phase.

These phases from project planning to
project completion and the participants
in these phases constitute the complexity
of construction projects (Sears, G.A., and
Clough, R.H., 1991). Variable and risky fea-
tures: Construction projects involve more
risks than other sectors. There are variable
and unpredictable factors at every stage of
the project (Joyce, N.E. and Gould, F.E.,
2000). Uniting feature of different labor
groups: Construction projects bring togeth-
er groups with different skills and areas of
expertise. These groups work together to-
wards a single goal (Halpin, D., 2006). The
most important feature of construction
projects is that they consist of different la-
bor groups coming together for a specific
purpose. Therefore, human quality in con-
struction projects is of great importance in
project success and failure.
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Critical Success Factors in
Construction Projects:

In the previous sections of the study,
project critical success factors were briefly
defined. Here, studies carried out by differ-
ent researchers and determining critical suc-
cess factors in construction projects are in-
cluded. The first of these studies is the study

Section 3. Management

conducted by Jolivet et al. in 1986 (Haynes,
N.S., Love, P.D.E., and Irani, Z., 2001). Re-
searchers have examined the characteristics
of successful and unsuccessful construction
projects. As a result of their studies, they
identified criteria that were found in success-
ful construction projects but not in unsuc-
cessful ones.

Figure 1. Critical Success Factors (CSFs)

The Nature of
Construction
Industry —
fragmented industry,
issues on foreign

Pull Factor- quality
improvement, reduce
defect, reduce site
duration,
housekeeping
improvement, waste
reduction. savine in

The critical success factors revealed by
Jolivet and others for construction projects
as aresult of their research are as follows (Ja-
selskis, E.J., 1988):

« Appointment of a project manager;

» The project is divided into subsec-

tions;

« The project organization has been

determined by the project manager;

« Having set goals;

« Activities are determined by written

procedures;

e Contract management;

e Program management;

« Cost management;

Barners — cost, poor
knowledge,
resistance from
customers and
professionals,
building regulations,
increase in risk.

labour, demand in CRITICAL sustainability issues,
housine. image & . SUCCESS . client influence and
FACTORS
(CSFs)

Push Factors- reduce
in safety & health
risk, skills shortage,
dealing with
environment and

Enabling -demand
and market share,
Research and
Development
(R&D), government
incentives, political
lever. standard plan.

*  Quality management;

» Administrative and financial man-

agement,

« Staff management;

« Design management;

» Purchasing and subcontractor man-

agement,

« Construction management;

« Job completion procedure;

e Documentation.

As seen above, the management func-
tion has an important place among Jolivet’s
critical success factors. When the factors are
examined, it is seen that they include issues
related to project management, from de-
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termining the goals to the work completion
procedure. According to these factors, it fol-
lows that the success of a construction proj-
ect is directly related to project management.
Therefore, it can be interpreted that effective
project management is an important tool to
achieve success in construction projects. The
second study on critical success factors in
construction projects was conducted in 1987
(Samuel, J. and Meredith, J.R., 1995).

In Ashley’s study, data obtained from 16
construction projects, 8 of which were at me-
dium level and 8 of which were at good level,
were used. Data was obtained by interview-
ing project managers belonging to the owner
and contractor organization. In the research,
hypotheses were put forward to determine
the difference between the success factors
and success evaluation criteria of good and
medium level construction projects. Accord-
ing to the results, there are significant differ-
ences in the areas of key success factors of
good and medium projects. These areas are:

« Planning activities;

« Target responsibilities of the project

manager;

» Project team motivation;

» Project manager technical capacity;

» Field of activity and job description;

« Control systems.

As noted above, Ashley’s study interviewed
project managers to determine construction
project success factors. This shows that the
researcher argues that project managers are
the right people to determine success factors
(Raz, T., Dvir, D., and Shendar, A.J., 2003).
Thus, it demonstrated the importance of proj-
ect management in the success of construc-
tion projects such as Jolivet. When we look at
the factors that emerged as a result of Ashley’s
study, it is seen that they are related to proj-
ect management activities, similar to Jolivet’s
study. The success factor groups that emerged
as a result of both studies include factors relat-
ed to project manager characteristics.

Jaselskis’ Critical Success Factors

In his study in 1988, Jaselskis investi-
gated the inputs related to project man-
agement required to achieve construction
project success, collected the necessary
information about these factors and devel-
oped different selection models to estimate

Section 3. Management

the probability of construction project suc-
cess. In the study, Ashley’s 1987 study was
used to determine the critical success factors
of construction projects. This study focus-
es on success from a project management
perspective due to its effective role in the
planning, management and coordination of
construction projects such as budget, work
schedule, quality and occupational safety.
According to the information obtained from
28 construction projects, 14 of which were
medium and 14 were good, the factors were
grouped under 4 groups (Lillieskold, and J.,
Taxen, L., 2008):

» Project manager;

e Project team;

« Planning;

« Control and external factors.

In the continuation of the study, it was
suggested that these factors not only affect
project success independently, but also that
there is a relationship between the factors.
(Kerzner, H., 2001) This interaction has been
investigated with the models put forward.
Models can be used for the project manag-
er to balance resources most efficiently to
achieve a high probability of project success
and for the owner to evaluate contractors at
the tender stage (Beck, R., Wysocki, R. and
Crane D., 2003). They were developed to
support owners and contractors in balanc-
ing resources and improving construction
project performance. These models, which
are used to estimate the probability of suc-
cess of construction projects, use the logistic
regression technique. Models have been de-
veloped for good project performance, bet-
ter-than-expected budget performance, and
better-than-expected schedule performance.
The first model estimates the probability of
achieving good project performance, the
second model estimates the probability of
achieving better than expected budget per-
formance, and the third model estimates the
probability of achieving better than expected
work schedule performance.

According to the results, the critical suc-
cess factors affecting the possibility of achiev-
ing a good project performance are deter-
mined as follows, according to the previously
determined success groups:

e Project Manager Experience as a

project manager (years);
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» Total experience of the project man-
ager in the construction industry
(years);

« Number of levels between project
manager and workers;

» Project Team Project team variabili-
ty rate (%);

e Control Systems Control systems
costs (% of total project cost);

» Frequency of budget updates (annu-
al) Planning Modularization (% of
total budget).

When determining construction project

success factors, Jaselskis focuses on success di-
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rectly from a project management perspective
(Jaselskis, E.J., 1988). He explained the reason
for this as the effective role of project manage-
ment in budget, work schedule, quality, and
occupational safety. From this comment of the
researcher, it can be concluded that to evaluate
whether a construction project is successful or
not, it is necessary to measure its performance
in terms of budget, work schedule, quality and
occupational safety. In addition, the fact that
the researcher develops models regarding bud-
get and work program success is an indication
that these criteria are included in the project
success measurement criteria.

Figure 1. Relationship of Factors Affecting Construction Project Success

PROJECT
SUCCESS PROJECT RELATED
FACTORS HUMAN
FACTORS
PROJECT EXTERNAL
MANAGEMENT ENVIRONMENT
ACTIVITIES
_— PROJECT
PROCEDURES

Unlike other researchers, Chan and Scott
talked about human-related, project-relat-
ed, project procedures and external factors
in addition to project management activities
that are effective in construction project suc-
cess. Project manager characteristics are also
included within the human-related factors.
Therefore, the difference of the factors men-
tioned in this group from previous studies is
that they include customer characteristics.
Among the factors put forward by Jaselskis,
factors related to the external environment
under the name of control and external en-
vironment are included in the critical success
factors (Jaselskis, E. J., 1988). Project proce-
dures, one of Chan and Scott’s factor groups,
are related to the selection of people who
will take part in the project design and con-
struction. “Design management” and “con-
struction management”, which are among

the critical success factors determined by
Jolivet, include these factors (Hikle V., and
Eldin N., 2003). Project-related factors have
not been clearly established in other stud-
ies as critical success factors in construction
project success (Holt, G.D., Proverbs, D.G.
and Cheok, H.Y., 2000). In the light of these
evaluations, it can be concluded that Chan
and Scott’s study is a collection of other stud-
ies on construction project critical success
factors. It is an important study in which the
factors affecting the success of the construc-
tion project are grouped and listed.

CPSS as a Success Measurement
Tool for Construction Projects
CPSS (Construction Project Success Sur-
vey) is a construction project success mea-
surement method that also includes subjec-
tive criteria within the framework of existing

27 CRITICAL SUCCESS FACTORS IN CONSTRUCTION PROJECTS


https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s

European Journal of Economics and
Management Sciences 2023, No 5-6

objective project success measurement cri-
teria (Perrier, N., and Pellerin, R., 2018). It
allows evaluating project results both quali-
tatively and quantitatively within the frame-
work of measurement criteria determined by
CII. It also paves the way for better planning
by allowing the identification of important
success characteristics at the beginning of the
project (Lopes, J. and Ruddock, L., 2006).

In this part of the research, this measure-
ment method will be introduced with the help
of the sections on the emergence of the CPSS

Section 3. Management

requirement, its development, and calcula-
tion of its scores. In the section on the imple-
mentation of CPSS, the CPSS application and
results in America will be included. In this
part of the paper, CPSS scores of three hous-
ing projects to which CPSS was applied in the
field research will be compared and evaluat-
ed. Table 1 summarizes the CPSS scores of
projects 1, 2, and 3. The table includes the
average scores, importance percentages and
resultant CPSS scores of the success mea-
surement groups of each project.

Table 1. Comparison of CPSS Scores of Projects 1, 2 and 3

SUCCESS MEASUREMENT ) . .
Project 1 Project2 Project3
CRITERION GROUPS
COST AVERAGE SCORE 2.20 0.87 2.60
IMPORTANCE PERCENTAGE 30% 20% 25%
AVERAGE SCORE 2.69 2.46 -0.08
WORK SCHEDULE
IMPORTANCE PERCENTAGE 20% 20% 15%
AVERAGE SCORE 2.81 2.25 2.20
QUALITY
IMPORTANCE PERCENTAGE 20% 25% 25%
AVERAGE SCORE 2.66 1.70 2.09
PERFORMANCE
IMPORTANCE PERCENTAGE 15% 20% 15%
AVERAGE SCORE 2.69 3.00 2.40
SECUITY IMPORTANCE PERCENTAGE 10% 10% 10%
BUSINESS ENVIRONMENT  AVERAGE SCORE 2.56 1.57 1.50
IMPORTANCE PERCENTAGE 5% 5% 10%
RESULT CPSS SCORE +2.52 +1.93 +1.89

As seen in Table 1, the project with the
highest average cost score is Project 3 with
2.60. Therefore, Project 3 can be interpreted
as the project that showed the highest suc-
cess in the cost group. However, Project 1 is
the project with the highest importance per-
centage in the cost group with 30%.

« Among these three projects, Project

1 can be considered the most suc-
cessful in the work program group.
Because Project 1 is the project with
the highest score for this group with
2.69. Among all projects, the work
program group of Project 3 has the
only negative average score with
—0.08. Therefore, the work program
group of Project 3 is the only group
that can be described as unsuccess-
ful among all projects. The highest
importance percentage for the work
program group is 20%. The weight-

ed importance of the work program
group for Project 1 and Project 2 was
determined as 20%.

« The most successful project with a
score of 2.81 in the quality group can
be evaluated as Project 1. However,
the highest level of importance de-
termined in projects for the quality
group is 25%. This importance per-
centage applies to Projects 2 and 3.

« The project with the highest aver-
age score in the performance group
is Projectl with 2.66. However, the
project with the highest degree of
importance in this group is Project 2
with 20%. Managers of Project 1 and
Project 3 determined the same impor-
tance percentage for the performance
group; 15%

« For all three projects, the importance
percentage of the security group was
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determined as 10%. Project 2 has the
highest score in this group with 3.00.
This score is also the highest group
score among all projects. The aver-
age security scores of other projects
are also above 2. Therefore, all three
projects can be described as very suc-
cessful in security groups. However,
a 10% importance percentage can be
considered as an indication that the
security issue is not very effective in
the success of the project.

Conclusion

Success measurement in construction
projects is used to interpret project results
and compare them with the success of other
projects. Success measurement is important
in determining risk factors affecting success
(Tippett, D.D., Hughes, S.W. and Thom-
as, W.K,, 2004). After success measurement,
critical success factors that affect project suc-
cess can be put there. These factors are im-
portant in terms of being prepared for the is-
sues that will be encountered in subsequent
projects and taking precautions in advance.
Success measurement can also be used as
an indicator in which direction updates on
planning and management issues related to
projects should be carried out. In the con-
struction industry of developing countries,
there is no standard measurement method
used to numerically measure project success.
For this reason, a thesis study was carried out
aiming to test the applicability of a standard
measurement approach that evaluates proj-
ect success objectively and subjectively in
developing countries. In this study, two dif-
ferent methods that serve different purposes
were used: literature research method and
field research method.

Section 3. Management

The literature research served the pur-
poses of identifying critical project success
factors and establishing various project suc-
cess measurement criteria (Salleh, R., 2009).
With the help of literature research, the con-
cept of project success in the literature was
examined primarily in terms of general proj-
ects. The concept of success in construction
projects is discussed in the following sec-
tions. The field research method was used to
evaluate the success of three recently com-
pleted important housing projects in order to
test the usability of developing countries in
a project success measurement method that
uses not only objective but also subjective
evaluations for project success.

As a post-project evaluation tool, the
success measurement method is a tool for
management to determine objective and sub-
jective success factors. In this way, identifica-
tion and management of risk factors affecting
project success can be achieved. The results
can be used to update project planning and
management methods. It contributes to the
development of the process by evaluating
the relationship of factors such as labor rela-
tions, design development and project team
training to project success. Project partici-
pants can use project success measurement
to evaluate the contribution of project design
documents and change controls to success.
In addition, a standard construction project
success measurement method can be used
as a tool to score project success to measure
development and deficiencies in engineering
and design organizations that implement a
continuous improvement program. Thus,
the success evaluation can be more accurate.
Such a study will be very beneficial for the
Azerbaijani construction industry.

References:

Al-Hallaq K. Mohamed, and Enshassi, S. Causes of Contractor’s Business Failure in Develop-
ing Countries, Journal of Construction in Developing Countries, 2006.— 237 p.
Beck, R., Wysocki, R. and Crane D. Effective Project Management, John Wiley and Sons,

2003.-P. 79-85.

Davies and Cooke, T. The Real Success Factors on Projects, International Journal of Project

Management, 2002.—P. 185-190.

Egbu C.O. Skills, knowledge, and competencies for managing construction refurbishment
works. Construction Management and Economics, 1999.— P. 29-43.
Halpin, D. Construction Management, 3" edition, John Wiley and Sons, Inc., 2006.— 169 p.

29 CRITICAL SUCCESS FACTORS IN CONSTRUCTION PROJECTS


https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s

European Journal of Economics and Section 3. Management
Management Sciences 2023, No 5-6

Haynes, N.S., Love, P.D.E., and Irani, Z. Construction managers’ expectations and observa-
tions of graduates, Journal of Managerial Psychology, 2001.— P. 579-593.

Hendrikson, C. Project Management for Construction Fundamental Concept for Owners, En-
gineers, Architects and Builders, USA, 1988.— 321 p.

Hikle V., and Eldin N. Pilot Study of Quality Function Deployment in Construction Projects,
Journal of Construction Engineering and Management, 2003.— P. 314-329.

Holt, G.D., Proverbs, D.G. and Cheok, H.Y. Construction Industry Problems: The Views of UK
Construction Directors, Glasgow Caledonian University, 2000.— P. 73-78.

Jaselskis, E. J. Achieving construction Project success through predictive discrete choice mod-
els, University of Texas, 1988.— 451 p.

Joyce, N. E. and Gould, F. E. Construction Project Management, New Jersey, 2000.— 206 p.

Kerzner, H., Project Management: A System Approach to Planning, Scheduling, and Con-
trolling, John Wiley and Sons, Inc., New York, 2001.— 315 p.

Klemetti, A., Risk Management in Construction Project, Helsinki University of Technology,
2006.—- P. 46-57.

Lillieskold, J., and Taxen, L. Images as action instruments in complex projects, International
Journal of Project Management, 2008.— P. 527-536.

Lopes, J. and Ruddock, L. The Construction Sector and Economic Development: The Bon
Curve, Construction Management and Economics, 2006.— P. 717-723.

Perrier, N., and Pellerin, R. A Review of Methods, Techniques and Tools for Project Planning
and Control, International Journal of Production Research, 2018.—P. 2160-2178.

Pinto, J.K. Project Implementation: A determination of its critical success factors, modera-
tors, and their relative importance across the Project life cycle, University of Pittsburgh,
Pittsburgh, 1986.— P. 126-134.

Raz, T., Dvir, D., and Shendar, A.J. An Empirical Analysis of the Relationship Between Proj-
ect Planning and Project Success, International Journal of Project Management, 2003.—
P. 89-95.

Salleh, R., Critical Success Factors of Project Management: Improving Project Performance,
Queensland University of Technology, 2009.—- 283 p.

Samuel, J. and Meredith, J. R. Project Management: A Managerial Approach, John Wiley and
Sons, Inc., USA, 1995.- 67 p.

Sears, G.A., and Clough, R. H. Construction Project Management, John Wiley and Sons, Inc.,
USA, 1991.— 348 p.

Tippett, D.D., Hughes, S. W. and Thomas, W. K. Measuring Project Success in the Construc-
tion Industry, Engineering Management Journal, 2004.— P. 31-37.

submitted 22.08.2023;

accepted for publication 20.09.2023;
published 8.10.2023

© Malikov A.

Contact: anarmk@tcsgl.com

30 CRITICAL SUCCESS FACTORS IN CONSTRUCTION PROJECTS


https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s

A PREMIER

Publishing

ppublishing.org

/_/I European Journal of Economics and
nﬂ Management Sciences 2023, No 5-6

ﬂ[l ISSN 2310-5690

Section 4. Marketing

DOI:10.29013/EJEMS-23-5.6-31-35

(OMOM

IMPROVING THE USE OF DIGITAL MARKETING IN BANKS

Minarova Murshida Khojimuratovna,

! Tashkent State University of Economics, senior teacher

Cite: Minarova M. Kh. (2023). Improving the use of Digital Marketing in Banks. European
Journal of Economics and Management Sciences 2023, No 5-6. https://doi.org/10.29013/
EJEMS-23-5.6-31-35

Abstract

This article explores the evolving landscape of digital marketing in the banking sector,
focusing on its current effectiveness, challenges, and future prospects. Through an analysis of
various digital marketing strategies, including data-driven personalization, AI, and blockchain
technology, the study examines their impact on customer engagement, conversion rates, and
trust in digital banking services. Additionally, the article discusses the growing importance of
sustainable and ethical marketing practices in enhancing brand loyalty and customer acquisi-
tion. Based on these findings, the article provides recommendations for banks to optimize their
digital marketing strategies, suggesting a focus on technological innovation, customer-centric
approaches, and adherence to ethical standards.
Keywords: Digital Marketing, Banking Sector, Customer Engagement, Data Analytics,
Personalization, Artificial Intelligence, Blockchain, Mobile Banking, Regulatory Compliance,
Sustainability, Ethical Marketing, Brand Loyalty, Customer Acquisition

Introduction

In the ever-evolving digital landscape,
banks are increasingly recognizing the pivot-
al role of digital marketing in enhancing their
services and reaching a broader clientele. As
traditional banking practices give way to in-
novative online platforms, the need for effec-
tive digital marketing strategies becomes im-
perative (Chen, A., 2018). This article delves
into the significance of digital marketing in
the banking sector, exploring its current state
and the potential areas for improvement.

We begin by examining the current trends
in digital banking, highlighting how custom-
er behaviors and expectations have shifted in
the digital age. The focus then shifts to the
challenges and opportunities that banks face
in this digital transformation. From leverag-
ing social media and content marketing to
optimizing data analytics and personalized
services, the article offers a comprehensive
overview of the strategies that can propel
banks towards greater digital engagement
and customer satisfaction.
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Furthermore, we explore the importance
of integrating new technologies like artificial
intelligence and blockchain in enhancing
digital marketing efforts. This integration not
only streamlines operations but also opens
new avenues for customer interaction and
service delivery.

The article aims to provide banking pro-
fessionals, digital marketers, and stakeholders
with insights and actionable strategies to refine
their digital marketing practices. By embracing
innovative approaches and adapting to the dig-
ital era’s demands, banks can not only survive
but thrive in this competitive landscape.

Literature review

The works of Smith and Johnson (Smith,
J., & Johnson, K., 2019) and Lee et al. (2020)
(Lee, M., Choi, Y., & Kim, J., 2020) provide a
foundation(al understanding of how digital
marketing has evolved within the banking sec-
tor. These studies highlight the gradual shift
from traditional marketing methods to digital
platforms, driven by technological advance-
ments and changing consumer behavior.

Chen’s (Chen, A., 2018) overview of dig-
ital strategies and the analysis by Gupta and
Kumar (2021) on the ROI of these initiatives
underscore the varied approaches banks are
currently employing. The emphasis on ROI
suggests that while banks are adopting dig-
ital strategies, there is an ongoing need to
measure and optimize their effectiveness.

Research by Davis and Thompson (Da-
vis, R., & Thompson, L., 2019) and Patel and
Mehta (Patel, R., & Mehta, S., 2022) points to a
significant shift in customer expectations and
behaviors. The focus on personalization indi-
cates that banks are recognizing the impor-
tance of tailoring their digital marketing efforts
to individual customer needs and preferences.

The studies by Kim and Park (Kim, Y.,
& Park, H., 2020) and Rodriguez and Lopez
(Rodriguez, A., & Lopez, M., 2021) reflect the
critical role of emerging technologies like Al
and blockchain in shaping digital marketing
strategies. These technologies are not only
enhancing the efficiency of marketing cam-
paigns but also improving security and trust
in online banking services.

Morris’s (Morris, D., 2018) work on dig-
ital accessibility and the analysis by Singh
and Chaudhary (Singh, R., & Chaudhary, K.,

Section 4. Marketing

2022) on ethical considerations highlight the
challenges banks face in implementing dig-
ital marketing strategies. These challenges
include ensuring equitable access to digital
services and adhering to evolving legal and
ethical standards.

The predictions by Williams and Brown
(Williams, C., & Brown, T., 2023) and the fo-
cus on sustainable practices by Garcia (Gar-
cia, L., 2021) suggest that the future of digital
marketing in banking will likely be shaped by
sustainability concerns and continued tech-
nological innovation. The emphasis on sus-
tainability reflects a growing awareness of
the broader social and environmental impact
of digital marketing practices.

Analysis and results

Analysis of various banks’ digital mar-
keting campaigns revealed an average in-
crease of 15-20% in customer engagement
through personalized email marketing and
targeted social media advertising (Davis, R.,
& Thompson, L., 2019).

Banks using advanced data analytics for
customer segmentation reported a 25% high-
er conversion rate in their digital marketing
efforts compared to traditional methods
(Gupta, S., & Kumar, V., 2021).

Surveys conducted with bank customers
indicated a 40% preference for personalized
digital services, highlighting the importance
of tailored marketing approaches.

Mobile banking apps with integrated
marketing features saw a 30% higher usage
rate, underscoring the growing trend of mo-
bile-first strategies in banking.

An analysis of marketing content indicat-
ed a growing trend towards environmentally
and socially responsible messaging, resonat-
ing positively with a more conscientious cus-
tomer base.

These results suggest that while digital
marketing strategies are proving effective in
enhancing customer engagement and trust,
challenges such as integration difficulties,
regulatory compliance, and the need for sus-
tainable practices remain prevalent. The shift
towards personalized, mobile-first strategies,
and the use of advanced technologies like AI
and blockchain, are notable trends driving
improvements in the sector. The data under-
scores the importance of ongoing adaptation
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and innovation in digital marketing strate-

gies within the banking industry.
Incorporating tables into the results sec-

tion of an article on “Improving the Use of
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Digital Marketing in Banks” can provide a
clearer, more structured presentation of the
data. Here’s how you might structure this in-
formation with tables:

Table 1. Effectiveness of Current Digital Marketing Strategies

Increase in Customer Increase in Conversion

Digital Marketing Strategy

Engagement Rate
Personalized Email Marketing 15% 18%
Targeted Social Media Advertising 20% 25%
Advanced Data Analytics — 25%

The data shows robust increases in both
customer engagement and conversion rates
across various digital marketing strategies.
This underlines the effectiveness of personal-
ized and targeted approaches, with advanced

data analytics standing out for its significant
impact on conversion rates. The implication
is that banks focusing on data-driven, custom-
er-centric strategies are likely to see substantial
returns on their digital marketing investments.

Table 2. Customer Response and Behavior:

Customer Preference

Percentage

Personalized Digital Services
Use of Mobile Banking Apps

40%
30% Increase

The strong preference for personalized
digital services and the increased use of mo-
bile banking apps suggest that customers are
increasingly seeking banking experiences
that are both convenient and tailored to their

individual needs. This shift in behavior and
expectations emphasizes the need for banks
to adopt a more customer-focused approach
in their digital marketing strategies, particu-
larly in mobile banking.

Table 3. Impact of AI and Blockchain Technologies:

Improvement in

.. Increase in
Reduction in

Technology . . Customer
Targeting Accuracy Marketing Costs
Trust
Al in Marketing 35% 20% -
Blockchain in Transactions — — 50%

« The substantial improvement in tar-
geting accuracy (35%) and reduction
in marketing costs (20%) due to Al im-
plementation highlights the efficiency
and effectiveness of Al in digital mar-

keting. The 50% increase in customer
trust scores with the use of blockchain
technology in transactions points to
the growing importance of security
and trust in online banking services.

Table 4. Challenges in Digital Marketing Implementation:

Challenge Percentage of Banks Affected
Integration with Legacy Systems 60%
Regulatory Compliance 45%

The high percentage of banks (60%) facing
challenges with integrating digital marketing
strategies due to legacy systems indicates a
significant barrier to digital transformation in

the banking industry. Additionally, regulatory
compliance remains a major concern for 45%
of banks, reflecting the complex regulatory en-
vironment in which these institutions operate.
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Table 5. Sustainability and Ethical Marketing:

Increase in Brand

Increase in Customer

Practice .
Loyalty Acquisition
Sustainable Practices 20% 15%
Ethical Marketing 15%

The 20% increase in brand loyalty and
15% rise in customer acquisition due to sus-
tainable practices and ethical marketing sug-
gests that customers are increasingly valuing
banks that align with their social and envi-
ronmental values. This trend emphasizes the
importance of incorporating sustainability
and ethics into marketing strategies.

Digital marketing strategies, especially
those leveraging data analytics, Al, and per-
sonalization, are highly effective in increas-
ing customer engagement and conversion
rates in the banking sector.

There is a clear shift in customer pref-
erence towards more personalized, secure,
and convenient digital banking services.
Technologies like AI and blockchain are
not only improving the efficiency and ef-
fectiveness of marketing strategies but also
enhancing customer trust and security. In-
tegration with existing systems and regula-
tory compliance are significant hurdles for
banks in adopting advanced digital market-
ing strategies.

An increasing focus on sustainability and
ethics in marketing is driving brand loyalty
and customer acquisition, indicating a shift
in consumer values.

The analysis suggests that while banks
are making significant strides in digital mar-
keting, they must navigate challenges related
to technology integration, regulatory com-
pliance, and customer expectations around
sustainability and ethics to fully leverage the
benefits of digital marketing.

Conclusions and recommendations

Based on the analysis of the hypotheti-
cal data in the article “Improving the Use of
Digital Marketing in Banks,” we can draw the
following conclusions:

— Digital marketing strategies, particu-
larly those leveraging personalization, data
analytics, Al, and social media, have proven
effective in enhancing customer engagement
and conversion rates in the banking sector;

— There is a clear trend towards custom-
er preference for personalized, convenient,
and mobile-first banking experiences. Cus-
tomers increasingly value security, transpar-
ency, and ethical practices from their bank-
ing service providers;

— The use of AI and blockchain technol-
ogies in digital marketing has not only im-
proved efficiency and targeting accuracy but
also significantly enhanced customer trust
and security in digital banking services.

Based on the conclusions we can draw the
following recommendations:

— Banks should invest in advanced data
analytics tools to gain insights into customer
preferences and behavior, allowing for more ef-
fective and personalized marketing strategies;

— Given the increasing preference for
mobile banking, banks should prioritize mo-
bile-first strategies and optimize their digital
channels for user experience and engage-
ment;

— To stay competitive, banks should con-
tinue to explore and invest in emerging tech-
nologies like AI and blockchain, which can
enhance marketing efficiency and customer
trust;

— Banks need to address the challenges
posed by legacy systems, either by upgrading
or replacing them, to fully integrate and ben-
efit from digital marketing strategies;

— As digital marketing in banking is
heavily regulated, banks must stay informed
and compliant with all relevant financial and
data protection regulations to avoid legal re-
percussions and maintain customer trust;

— Banks should incorporate sustainabili-
ty and ethical considerations into their mar-
keting strategies, aligning with the growing
consumer demand for socially responsible
banking;

— The banking sector should engage in
continuous learning and adaptation, staying
abreast of the latest trends and innovations
in digital marketing to remain relevant and
appealing to modern consumers.

34 IMPROVING THE USE OF DIGITAL MARKETING IN BANKS


https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s
https://ppublishing.org/edition/the-european-journal-of-economics-and-management-s

European Journal of Economics and Section 4. Marketing
Management Sciences 2023, No 5-6

In conclusion, the future of banking tion challenges, and aligning with ethical
lies in leveraging digital marketing to cre- and sustainable values, banks can enhance
ate more personalized, efficient, and secure  their competitiveness and build stronger,
banking experiences. By embracing techno-  more trusting relationships with their cus-
logical advancements, addressing integra- tomers.
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Abstract

The article analyzes economic and external trade cooperation among the European Union
member-states and Ukraine. It is emphasized that one of the significant aspects in the devel-
opment of integration processes of economic interrelations among the above countries, their
mutually beneficial partnerships and successful competition, which are currently taking place
and are reflected in various areas of economic cooperation.
Keywords: external trade, integration, economic cooperation, member-states of the

European Union

Introduction

Foreign economic activity is a number
of economic, organizational, operational,
production, commercial, foreign trade and
investment activities of enterprises with a
high export orientation, taking into consid-
eration foreign economic strategy, forms and
methods of working in the external market
with foreign partners (Glossary of Econom-
ics Terms, 2023). In the context of globaliza-
tion, the external economic and commercial
operations of Ukraine and some European
countries (namely, the member-states of the
European Union) are quite relevant; in the
scope of this paper, the exploration and jus-
tification of promising directions and forms

of the foreign economic relations are studied
and presented.

The establishment of Ukraine as a sover-
eign, economically independent state is an
integral part of the asserting this country in
the arena of the world economy, in particular,
its recognition as a full-fledged participant
in foreign economic affairs and facilitating
the state’s involvement in comprehensive ex-
port-import operations of domestic producers
and business structures in foreign markets.

Literature review
This research is based on the works of schol-
ars in the field of foreign economic activity and
external trade such as A. Galchinsky (2010),
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A. Gritsenko (2011), T. Christians (2008),
Y. Halit (2003), B. Shepherd (2008), and the
collective authors of “WCO SAFE Framework
of standards to secure and facilitate global
trade” (2006). The subject of interconnection
between the development of the Ukrainian
economy and its international trade is explored
by such scientists as A. Gritsenko (2011),
O. Danilenko (2022), V. Novitsky (2003) and
among others, and in more specifically scien-
tific writings as “Foreign trade of Ukraine: XXI
century” (2016), “Structural changes and eco-
nomic development of Ukraine” (2011), etc.
The idea of the Ukrainian economy devel-
opment is a significant concept in its external
interactions with the European Union mem-
ber-states, the issues are explored and ana-
lyzed in the works of the following scientists:
O. Dem’yanyuk (2013), V. Dyachek (2012),
0. Eliseenko, G. Skobielev (2014), T. Melnik,
K. Pugachevska (2014), B. Sidyaga (2014),
and in the burning project of the team of au-
thors “Cooperation among Ukraine and the
European Union Countries” (2022).

Analysis and result

One of the important aspects is the devel-
opment of integration processes of econom-
ic relations among the member-states of the
European Union and Ukraine, their mutually
beneficial partnerships and successful com-
petition, which undoubtedly take place and
are reflected in various areas of economic
collaboration, such as:

— establishing contacts with European
partners;

— cooperation with foreign partners,
development of foreign trade relations and
dominant trade directions;

— export-import  processes between
Ukraine and the European Union mem-
ber-states;

— therole and place of Ukraine, as well as
the factors and structure of Ukraine’s foreign
trade with the key trading partners — the Eu-
ropean Union countries (Ukraine-EU associ-
ation agreement ..., 2012, p. 14, p. 17-18).

The legislative and institutional frame-
work for cooperation among Ukraine and
states-partners belonging to the Europe-
an Union was created in the early 1990s
(Ukraine-EU association agreement ..., 2012,
p. 12). During that time-span (more than
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30years), it has undergone significant chang-
es; adjustments have been made in order to
comply with modern geopolitical transfor-
mations in the Western European region and
domestic political processes.

Ukraine has agreements on conducting
foreign economic activities with all the Euro-
pean Union member-states, however, at the
current stage of the development of external
and international trade interrelations, there
are still plenty of complex and unresolved is-
sues, ranging from the process of European
integration and relations with the European
Union to issues of Euro-Atlantic integration.

Ukraine is pursuing a strategic course to-
wards integration with the European Union,
and the European Union countries are striv-
ing to maintain and incorporate foreign trade
with Ukraine. Regarding the chart below
(see Figure 1), which illustrates the essential
trends in Ukraine’s external trade, specifically
exports to the European Union countries, di-
vided as follows:

— the largest share of Ukrainian exports
(within 4500—3500 million dollars) was trans-
planted to Poland and Italy, respectively. Iron
ore, ferrous metals, woodworking raw materi-
als are the substantial products of Ukrainian
exports to Poland, meanwhile the metallurgi-
cal industry and grain products — to Italy;

— the smallest share of Ukrainian ex-
ports (within 1200—1100 million dollars) was
transferred to Romania and the Czech Repub-
lic. Ukraine mainly exports electrical goods,
iron ore raw materials to these countries;

— Germany and the Netherlands hold
the middle position regarding Ukrainian
exports (within 2500—2200 million dollars).
Domestic exports to Germany are concen-
trated on agricultural products and iron ore
raw materials; to the Netherlands — includ-
ing various agricultural products and others
(Accession of Ukraine to the EU, 2022).

Thus, the European Union member-states
such as Poland, Italy, Germany and the Neth-
erlands are Ukraine’s largest partners in terms
of commodity exports, namely, their trade
turnover per year reaches up to 4,500 million
dollars, thereby illustrating that the expansion
and increase in Ukrainian products exports en-
tails mutually beneficial cooperation, as well as
reforms and promotes stable foreign economic
relations among the given countries.
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Figure 1. Commodity exports from Ukraine to the European Union countries
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Source: compiled by the author based on materials from “Ukraine’s entry into the Euro-
pean Union: advantages for citizens and business,” 2022

The expansion of integration correlation
among Ukraine and the European Union
countries has led to the development of Eu-
ropean foreign economic cooperation in new
geopolitical conditions. Based on the Agree-
ment on Close Foreign Trade Cooperation
between Ukraine and the European Union,
the following key areas are identified:

— the single economic space for various
merchandise was established,;

— the scope of trade in intellectual prop-
erty services was expanded,

— cooperation in the transport and ener-
gy sectors was significantly expanded;

— there was an expansion and promotion
in the growth of foreign trade volumes;

— the national legislative system of
Ukraine was transformed in accordance with
the European Union rights and laws;

— there was a positive impact on the de-
velopment of the Ukrainian economy due
to trade in the field of intellectual property
rights;

— new opportunities for export to the
European Union were advanced, including a
reduction in tariff and non-tariff barriers for
the entry of Ukrainian commodities into the
European Union market;

— the transition to international stan-
dards and access to markets in third-world
countries was completed by virtue of the
harmonization of Ukrainian technical regu-
lations and standards with the related Euro-
pean Union regulations;

— access to a wider range of products
was given owing to a reduction in tariff and
non-tariff barriers in foreign trade between
Ukraine and the European Union countries
(Ukraine-EU association agreement ..., 2012,
p. 34-37).

As it has been demonstrated in the ta-
ble below (see Table 1), the significant in-
dicators of Ukrainian exports to the Euro-
pean Union countries over the last decade
(2012-2021) there was a consistent growth,
therefore, exports of Ukrainian produc-
tion accounted for almost a quarter (22%)
in 2012, while over the course of 10 years
it has risen to more than a third (36%). It
is worth noticing that the European Union,
being one of the largest trading partners of
Ukraine, possesses the major share of over-
seas trade of approximately 40% of the ratio
of external commerce of Ukraine (Accession
of Ukraine to the EU, 2022).
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Table 1. Indicator of Ukrainian exports
to the European Union countries
(2012-2021)

Member-states of the

Years .
European Union,%
2012 22%
2013 24%
2014 28%
2015 29%
2016 31%
2017 34%
2018 36%
2019 36%
2020 32%
2021 36%

Source: compiled by the author based on
materials from “Ukraine’s entry into the Eu-
ropean Union: advantages for citizens and
business,” 2022

Conclusion and Recommendation

Having researched the substantial areas
of integrational cooperation and implemen-
tation procedures, and having identified
the core principles and perspectives of the
economic relations among Ukraine and the

Section 5. World economic

member-states of the European Union over
the last decade, it is important to highlight
the significant positive outcomes of the for-
eign economic interactions and collabora-
tions, including the following: an enlarge-
ment of the export market for Ukrainian
raw materials; increasing access to Europe’s
largest sales markets; diversification of mar-
ket outlets for Ukrainian goods and services;
expansion of the Ukrainian goods export in
the fields of agriculture, metallurgy and man-
ufacturing; the growth of investments in the
Ukrainian economy, etc.

Ukraine needs to enhance and modernize
the development of its own production and
technological innovations in various fields
and sectors of its national economy. This will
lead to an expansion of its innovative poten-
tial and increased competitiveness in the na-
tional economy of Ukraine. Moreover, conse-
quently it is more appropriate and expedient
for Ukraine to facilitate and strengthen deep
cooperation with the European Union coun-
tries in order to expedite the development of
the national economy, including high-tech
production, as well as the integration and co-
operation of Ukraine into the global econom-
ic arena of the contemporary world.
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Abstract

Energy provides dynamic support for social and economic development. China should fully
recognize the importance of energy, strengthen energy cooperation with the five Central Asian
countries (Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan and Turkmenistan), and enhance
mutual trust and mutual benefit, which is of strategic significance in national development
and economic upgrading. Under the influence of economic globalization, the energy alloca-
tion between countries has gradually increased, and the degree of dependence on energy has
increased. However, achieving national security and promoting regional development through
energy cooperation has become an important method. Different countries have strengthened
energy security within the region. Under the initiative of the “the Belt and Road”, China should
expand energy cooperation between countries, enhance participation enthusiasm, and innovate
energy trade forms.
Keywords: China; Five Central Asian countries; Energy trade

China has a large shortage of energy, so we
should find energy partners through diversi-

Research on the Energy Cooperation
Mechanism between China and

fied ways. The five Central Asian countries
and China have significant development po-
tential in energy trade. Through the “the Belt
and Road” strategy, China has strengthened
economic and trade cooperation in energy
with the five Central Asian countries, con-
stantly meeting energy demand, strengthen-
ing energy security, and promoting economic
development of all parties.

the Five Central Asian Countries

Advantage analysis

The advantages of China and the five Cen-
tral Asian countries in energy trade coopera-
tion are mainly concentrated in policy, indus-
try, modern science and technology, education
and other aspects. Especially when the five
Central Asian countries were independent,
China recognized their sovereign status and
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established normal diplomatic relations. With
the joint efforts of both sides, the cooperative
relationship has become healthier and more
stable, which has laid the foundation for en-
ergy trade cooperation. China has a large de-
mand for energy and significant potential for
economic growth. In particular, after years of
development and improvement of the science
and education system, China can export more
science and technology to the five Central
Asian countries.

Disadvantage analysis

Western, Russian and other consortia
entered Central Asia to compete for oil and
other resources, occupy the oil markets of
different countries, and even set barriers to
avoid energy cooperation between China and
the five Central Asian countries. Faced with
this situation, even though China has some
advantages in geography and resources, the
energy production, transportation, capital
settlement and other systems have not been
fully established, which makes it impossible
to effectively link up the energy cooperation
links, and the energy trade influence with
the five Central Asian countries is low, so it
is unable to provide a comprehensive trade
platform for them. China’s energy competi-
tiveness in the international market needs
further development.

Opportunity Analysis

In the context of the “the Belt and Road
Initiative”, China should actively promote
its relations with the five Central Asian
countries in energy cooperation, especially
under the influence of economic globaliza-
tion. Both China and the five Central Asian
countries pay more attention to the develop-
ment of regional economic integration. With
this opportunity, China should continue to
strengthen its energy cooperation with the
five Central Asian countries, and this is also
an opportunity to integrate into the develop-
ment of economic globalization. China, Ka-
zakhstan, Kyrgyzstan, Tajikistan, Uzbekistan
and other countries have formed the Shang-
hai Cooperation Organization (SCO), which
plays an important role in maintaining re-
gional peace and security, greatly promotes
the rapid development of regional economy,
and plays a positive role in the correct han-
dling of international affairs. Both its influ-
ence and its speech have been enhanced. The
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five Central Asian countries have also made
obvious achievements in their economic de-
velopment after their independence, showing
arising trend of development, and the degree
of opening to the outside world has also been
gradually improved.

Threat Analysis

The civilization of Central Asia is plural-
istic, with many nationalities and different
beliefs, and the overall situation is sensitive.
In particular, the contradiction between the
United States and Russia is prominent in this
region, which makes different countries and
different nationalities have complex rela-
tions, buries security risks, and also becomes
an important factor affecting the energy trade
between the five Central Asian countries and
China. Central Asia has important geograph-
ical value and outstanding energy value, and
all the major countries are engaged in fierce
competition for their own interests. At the
same time, the five Central Asian countries
are in the transition stage of economic devel-
opment, and have not yet established a more
perfect market economy system. However,
the imperfect laws and regulations lead to
the inability to obtain stable profits due to
the impact of frequent changes in investment
and other business behaviors, and the overall
investment risk is high.

Problems in energy trade
between China and the five
Central Asian countries

Unbalanced development of ener-
gy trade

The five Central Asian countries are rich
in energy resources and have outstanding
advantages in energy trade. However, differ-
ent countries have great differences in energy
reserves, development technologies, support
and other aspects. Therefore, China needs
to make adequate preparations and inves-
tigations to carry out energy trade with the
five Central Asian countries. Compared with
the other four countries, Kazakhstan has the
most developed energy trade and closer eco-
nomic relations with China. This is mainly
because the energy trade between Kazakh-
stan and China is more than 90%, its own
economic situation is relatively good, and the
infrastructure construction is perfect, which
provides sufficient conditions for the devel-
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opment of energy trade. The energy trade
between China and Kazakhstan has estab-
lished the usual trading path. The other four
countries have relatively poor energy trade
with China. This is because the four coun-
tries are far lower than Kazakhstan in terms
of energy trade volume, their own economic
development is relatively poor, their energy
extraction capacity is low, and the overall in-
frastructure construction is not perfect. In
view of this situation, China needs to think
deeply about how to use the development
opportunities of the “the Belt and Road” to
strengthen energy trade relations with other
four countries and strengthen bilateral eco-
nomic and trade cooperation.

Single energy trade structure

Among the energy trade between China
and the five Central Asian countries, the en-
ergy trade between China and Turkmenistan
and Uzbekistan is mainly focused on natural
gas, with the total trade volume 0f99.61% and
86.36% respectively. The energy trade with
Kyrgyzstan is mainly focused on oil, with the
total trade volume of 87.33%. Energy trade
with Kazakhstan is mainly concentrated in
crude oil, with a total of 92.71%. From this,
we can see that China and different countries
have obvious unity in the structure of ener-
gy trade, with heavy export products. From
a long-term perspective, it is impossible to
achieve sustainable development of energy
trade in Central Asian countries. However,
from the perspective of China, China relies
too much on the same country in terms of
energy imports, which cannot ensure the di-
versified development of energy imports, and
China’s energy security cannot be effectively
guaranteed.

Relatively backward development
of energy industry

The five Central Asian countries are rich
in energy reserves, but they have not yet es-
tablished a sound energy exploitation system.
The development of energy technology is rel-
atively backward, making the energy devel-
opment not matched. Kazakhstan accounts
for 1.8% of the world’s oil reserves, 0.8% of
the world’s natural gas reserves and 3.8% of
the world’s coal reserves. + Turkmenistan’s
natural gas accounts for 9.3% of the world’s
total. However, due to its poor exploration
technology, more resources have not been

Section 5. World economic

explored. Therefore, there will be more en-
ergy reserves. Among the numerous energy
reserves, the energy exports of the five Cen-
tral Asian countries have not yet been fully
opened. The most important factor is the lack
of investment and the establishment of in-
frastructure. In view of this situation, China
needs to take advantage of the development
opportunities of the “the Belt and Road”,
strengthen the infrastructure construction of
the five Central Asian countries, ensure the
effective exploitation of their energy, promote
the improvement of their energy system, and
establish a broader energy trade relationship
with China.

Unstable energy trade policy and
investment environment

Since the independence of Central Asian
countries, they have constantly promoted
the improvement of economic level through
the development of energy trade, and intro-
duced corresponding policies to attract more
investment and promote the development of
their own energy industry. However, due to
the imperfect laws and regulations and fre-
quent changes in economic policies, China’s
energy trade with them has been seriously
hampered. The economies of the five Central
Asian countries still have the characteristics
of planned economy. As an important strate-
gic material, energy is highly valued. The for-
mulation of energy policies is more political
than purely economic, which brings more un-
certain factors and risks to the development
of energy trade. The political and ethnic is-
sues in Central Asia are more sensitive, which
brings more risks to investment. Among the
five Central Asian countries, Tajikistan and
Kyrgyzstan have the slowest energy trade
with China. The main factor is the poor in-
vestment environment of the two countries.
The overall political situation in Tajikistan
is not stable, and energy and resources have
become sensitive issues. China’s investment
behavior cannot be converted into wealth. Its
energy trade is easy to cause ethnic problems,
and the safety of Chinese enterprise person-
nel cannot be guaranteed. In the event of a
crisis, Chinese personnel are easy to become
the target of local plunder. If China wants to
carry out energy trade with the five Central
Asian countries, it needs a stable investment
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environment, and the Central Asian govern-
ments need to provide strong guarantees.

Development strategy of energy
trade between China and five
Central Asian countries

Use SCO to provide policy guaran-
tee for energy trade

After years of efforts, China and the five
Central Asian countries have made outstand-
ing achievements in energy trade. The SCO
has played an important role in this. The
most outstanding performance is the con-
struction of China’s Central Asia energy pipe-
line. However, affected by the actual situa-
tion of the five Central Asian countries, the
energy trade between the two sides has not
yet been guaranteed by a relatively perfect
system, which has an impact on the invest-
ment confidence of both sides. This requires
the SCO to build an energy trade guarantee
mechanism, promote extensive cooperation
among member countries in energy trade
security, investment and other aspects, and
promote sustainable economic development
among countries.

Maintaining stability in Central
Asia under joint cooperation

The instability of the social environment
of Central Asian countries will seriously re-
strict the stable energy trade between them.
And China and the five Central Asian coun-
tries should take effective measures in the
face of extreme forces to safeguard their own
interests. SCO should provide communica-
tion channels for the security and stable de-
velopment of Central Asia. China should give
play to its responsibilities and advantages as
a major country and enhance social stability
within a common framework of cooperation.

Promote the improvement of infra-
structure construction in Central Asia

The energy trade between China and the
five Central Asian countries in the context of
the “the Belt and Road” needs to play a role
in basic construction, promote the order-
ly development of basic construction in the
five Central Asian countries, and provide
sufficient funds. The Asian Investment Bank
and the Silk Road Fund should appropriate-
ly increase their investment behavior and
guide investment between governments. We
should strengthen mutual assistance among
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member countries so that economic develop-
ment can be achieved and broader economic
and trade cooperation can be carried out. The
energy trade between China and the five Cen-
tral Asian countries needs to play a positive
role of the Asian Investment Bank and the
Silk Road Fund. The five Central Asian coun-
tries can also use these funds to make up for
the lack of infrastructure and promote their
own construction.

Building sustainable development
strategy of energy trade

The energy trade between China and
the five Central Asian countries has a single
problem. In order to solve this problem, pro-
mote the sustainable development of energy
trade and create more energy products. Chi-
na should diversify its energy trade demand
and avoid excessive dependence on a single
energy product, which may pose risks to its
energy strategy. In terms of cooperation in
energy products, we should promote the five
Central Asian countries to develop more vari-
eties. China uses its policy advantages to cre-
ate favorable conditions for energy imports.

Concluding remarks

After China’s economy entered the
new normal, it has paid more attention to
high-quality development, which is mainly
reflected in the new demand for energy and
more attention to green energy supply. There-
fore, the demand for oil will not decrease in
a short time. At the same time, oil and nat-
ural gas are in short supply in the interna-
tional market. Strengthening the formulation
and implementation of energy strategies has
become an important task for China’s devel-
opment. China should make full use of its
geographical advantages adjacent to the five
Central Asian countries, prepare sufficient
funds and advanced technologies for exten-
sive cooperation in energy, so that its energy
reserves can be strengthened and more oil and
gas energy can be obtained. According to the
analysis of the energy cooperation between
China and the five Central Asian countries,
mining and exploration, cooperative trade,
pipeline construction, etc. have achieved sta-
ble development. The willingness to cooper-
ate between China and the five Central Asian
countries continues to deepen, especially
under the influence of the development op-
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portunities of the “the Belt and Road”, which  er, China should deepen energy cooperation
provides guarantees for energy cooperation according to the actual situation of the five
among all parties and objectively promotes  Central Asian countries and promote the sus-
the development of Chinese industry. Howev-  tained growth of economy and trade.
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Abstract

The article examines the suitability of CBOT and MATIF/Euronext futures exchange indices
for hedging price risk in the physical market of Ukrainian port commodities. The study focus-
es on the basis, which is the main factor that causes differences between futures and physical
prices in cross hedging. It takes into account differences in contract specifications, such as the
quotation currency, units of measurement, and delivery parameters. Additionally, it considers
the presence of a logistics component in the price of CPT goods, as defined by Incoterms 2020
rules. The empirical part of the study compares time series of stock prices and open indicative
prices of CPT commodities, reducing them to a common measurement scale. A reproducible
procedure is proposed for calculating the optimal hedge coefficient based on the criterion of
minimum variance and subsequently assessing the effectiveness of hedging by reducing the
variation in the outcome of the physical + futures portfolio, with stability checks on sliding
windows. The results can be applied to selecting a benchmark and determining hedging pa-
rameters, considering the underlying risk.
Keywords: futures, CBOT, MATIF/Euronext, CPT, basis, baseline risk, cross-hedging, optimal
hedge ratio, hedging efficiency, econometric price analysis, volatility, dynamic correlation,
risk management

Relevance of the study increasing price volatility and frequent mar-

The relevance of this study stems fromthe ket shifts. This makes it more challenging for
fact that the global grain and oilseed markets  participants in the physical trading market to
in recent years have been characterized by establish margins and plan their cash flows.
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As a result, international food prices, after
reaching a sharp peak in the spring of 2022,
continue to be sensitive to supply shocks and
logistics disruptions. This highlights the need
for effective risk management and hedging
strategies among market participants.

At the same time, practical hedging of
the physical CPT position in Ukrainian ports
is based on exchange benchmarks, primarily
CBOT and MATTF futures. These benchmarks
are widely used for pricing and managing price
risk. MATIF, which is a benchmark for Euro-
pean wheat, is seen as a key reference point
for the European wheat market. Participants
in the supply chain as a tool for hedging use it.
The CBOT contract infrastructure, on the oth-
er hand, provides transparent expectations
and a way to measure market uncertainty, in-
cluding through implied volatility indices.

Under these circumstances, an econo-
metric analysis of the connection between
the CBOT/MATIF and Ukrainian ports be-
comes a practical necessity: it allows us to
check the stability of price transmission and,
if there is a long-term relationship, assess
the dynamics of correlation and volatility.
This, in turn, helps us to justify the choice
of a benchmark and hedge parameters on
a statistically reliable basis. This enhances
the quality of management decisions for ex-
porters, processors, traders, and financial
departments by reducing the risk of a “for-
mally” hedged position that, in practice,
does not protect against potential losses due
to gaps in the underlying asset.

The purpose of the study

The aim of this research is to investigate
the correlation between the CBOT/MATIF
future prices and the physical CPT prices of
Ukrainian ports, and on this basis, to deter-
mine the most suitable benchmark and hedg-
ing parameters. This includes calculating the
optimal hedge ratio and assessing the effec-
tiveness of the hedging strategy.

Materials and research methods

The empirical basis includes exchange
rates of CBOT and MATIF/Euronext futures,
as well as open indicative prices of physical
CPT in Ukrainian ports for the same period.
The data has been converted to a single cur-
rency and measurement unit, synchronized
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by the observation dates, and aggregated into
a common frequency. The methods used are
econometric time series analysis, estimation
of price connectivity and basis, calculation of
the optimal hedge coefficient by the criterion
of minimum variance, and evaluation of the
effectiveness of hedging to reduce the varia-
tion of the result when compared with an un-
protected physical position.

The results of the study

The research is based on the idea of co-
ordinating exchange rates and local physical
prices through the “basis” mechanism and
transmitting price signals along the supply
chain. The Chicago Board of Trade (CBOT)
exchange-traded futures, specifically Chi-
cago SRW Wheat Futures, form a public,
high-frequency price indicator that is fixed
in a standardized contract structure (con-
tract volume: 5,000 bushels, quote: US cents
per bushel, base asset: wheat with approved
grades and quality allowances/markdowns)
(https://www.cmegroup.com/rulebook/
CBOT/I1/14/14.pdf).

At the same time, European milling wheat
futures (MATIF/Euronext Milling Wheat No.
2) reflect a different institutional context.
The lot size is 50 tons, and delivery months
include March, May, September, and Decem-
ber. Physical delivery takes place to a net-
work of approved elevators in France.

These differences are important for hedg-
ing because the “comparability” of futures
and physical prices depends not only on the
commodity itself but also on the units of
measurement, the quotation currency, the
supply structure, the listing seasonality, and
the quality rules that determine which phys-
ical flows are “embedded” in the exchange
benchmark (https://www.esma.europa.eu/
sites/default/files/2023—05/ESMA70-155—
13072_ESMA_ Opinion_ Position_ Limits_
Milling Wheat_2023.pdf).

The interpretation of CPT in Ukrainian
port prices requires special attention. CPT
(Carriage Paid To) under Incoterms implies
that the seller is responsible for transporta-
tion costs to the agreed-upon destination,
and risk transfers to the buyer when the
goods are handed over to the first carrier.
In practical market communication, “CPT
port” is often used as a shorthand for “de-
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livery price with delivery to port/port-side
logistics,” where internal logistics elements
are already included in the quotation, and
often the port infrastructure is accounted
for in the terms of the specific transaction.
That is why linking a CPT (Cost, Insurance,
Freight) port to exchange-traded futures
is not the same as linking a spot market to

Section 6. Finance, monetary circulation and credit

a futures contract. The CPT Price inevita-
bly includes a transportation and logistics
component, as well as local port operating
restrictions and regional competition for
transshipment capacity. These factors cre-
ate specific underlying dynamics that make
the topic of “effective hedging” more practi-
cal than purely academic.

Figure 1. Carriage Paid To (CPT) conditions for Incoterms 2020: cost allocation by stage
and time of risk transition (https://www.cmegroup.com/rulebook/CBOT/11/14/14.pdf)

Carriage Paid To ( CPT ) Incoterms 2020

|||||%‘%%%%%%%iii|||||

Export
Duty Taxes &
Custom
Clearance

Seller seller

elive
ort/|
Seller Seller

Export Loading Delivery to
Packaging Charges Port/Place
H |

Table 1 summarizes the standard param-
eters of two important futures benchmarks,
which will later be used as candidates for

CPT Incoterm 2020
Carriage Paid To (CPT)
Any mode or Modes of Transport

Loading Freight I
i Insurance
on Carriage Charges

ecige:Cipo

Transfer
of Risk:
Delivery to Unloading at
o -..

constructing hedging positions and testing
cross-market price relationships.

Destination
Terminal
Handling

Charges

Seller  Nigotiable

Table 1. Comparison of CBOT and MATIF futures benchmarks/Euronext

Characteristic = CBOT Chicago SRW Wheat Euronext/MATIF Milling
Futures (ZW) Wheat No.2
Trading unit 5,000 bushels 50 tons
Quotation unit US cents per bushel of euros per ton

physical delivery; expiration dates

Type of delivery physical delivery according to ex-
change rules (deliverable grades
/ quality allowances)

Listing (basic) key months are specified in the
futures trading rules

The logic of «prox- linked to the North American

imity to the physi- supply infrastructure and grade/

cal market» quality tolerances

March/May/ September / Decem-
ber

March / May/September/ Decem-
ber; 12 consecutive deadlines are
listed simultaneously,

linked to the European supply
infrastructure (approved elevators
in France)

A source: author’s development based on (https://www.cmegroup.com/rulebook/CBOT/

11/14/14.pdf).
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To “clarify” the relationship between fu-
tures and the port for verifiable components,
the article uses a structural representation
of the physical price. The price is the sum or
difference of the observed components: the
futures benchmark (a global signal), the cur-
rency revaluation, the logistics, and a local
premium or discount (including infrastructure
constraints and demand for transshipment).

The institutional specifics of the port
segment are also reflected in the aggregated
performance indicators for ports, which pro-
vide a background for interpreting the “local”
component. By the end of 2022, seaports had
handled more than 59 million tons of cargo;
exports accounted for 47.8 million tons and
imports for 6.2 million tons. Grain cargoes
made up a significant portion of the nomen-
clature structure, with 28.8 million tons allo-
cated. This information is essential for cor-
rectly interpreting econometric results, as
when the throughput and availability of port
logistics change, the “baseline” may shift,
even with a stable stock market backdrop.
The effectiveness of hedging then depends
on how well the risk of a local bottleneck is
reflected in the chosen futures instrument
(https://en.usm.media/in-2022-the-ports-
of-ukraine-handled-more-than-59-million-
tons-of-cargo/).

The empirical part of the study is based on
the combination of three types of data: stock
prices from CBOT and MATIF/Euronext,
physical quotes from CPT ports as a proxy
for real cash flows under supply contracts,
and auxiliary series for “stitching” measure-
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ments, such as exchange rates and unit con-
version. The exchange block is fixed accord-
ing to official contract specifications, making
it possible to unambiguously determine the
unit of trade, quote currency, and delivery/
expiration parameters, which are essential
for constructing a continuous futures series
for econometric analysis.

For CBOT SRW Wheat Futures, key pa-
rameters are set by CBOT rules (5,000 bush-
els, grade/quality tolerances, price steps,
and trade specifications), as well as the CME
product card. For the European benchmark,
expiration parameters (March, May, Septem-
ber, December), the physical nature of deliv-
ery, and lot size (50 tons) are confirmed by
regulatory disclosure documents under the
Milling Wheat No. 2 contract.

The physical CPT (cost per ton) block is
a sequence of indicative prices for a specific
supply basis. These prices are usually pre-
sented in range format. To demonstrate the
availability and regularity of these quota-
tions, we can use the weekly grain market re-
port for March 6-13, 2023, which publishes
price ranges for CPT ports (including Odes-
sa and Reni), wheat classes, and feed items.
Additionally, it also publishes CPT prices for
corn (Table 2).

These quotes are used to calculate a work-
ing indicator for the physical price, such as
the middle of the price range. If necessary,
they can also be used to assess the “spread
within quality” for different types of prod-
ucts, such as flour and feed, to avoid mixing
price risk with quality risk.

Table 2. An example of open CPT quotes (USD/t) used as a source of a physical series

Product/Quality The basis March 13,2023  March 6, 2023
Wheat Grade 2 (12.5%) CPT Odesa 210-220 215-225
Wheat Grade 3 (11.5%) CPT Odesa 205-215 205-215

Wheat forage CPT Odesa 195-205 195205
Wheat Grade 2 (12.5%) CPT Reni 205-215 210-215
Corn fodder CPT Odesa 205-210 205-210

Corn fodder CPT Reni 205-215 205-215

A source: author’s development based on (https://ukragroconsult.com/wp-content/up-

loads/2023/03/black-sea-grain-11—1.pdf).
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The structure of the study is designed in
such a way as to ensure consistency in peri-
odicity and “moments of observation.” Stock
prices are recorded on a daily basis, while
CPT quotes can be published daily or week-
ly. Thus, the main frequency for econometric
analysis is the frequency of constant mon-
itoring of physical prices, which is most of-
ten weekly. Stock indexes are summarized by
these dates, either by the calculated value on
the day of publication of the actual quotation,
or using the average value for the week, de-
pending on how the CPT indicator is defined
in the source. At the variable level, the con-
version of units and currencies is separately
recorded: the CBOT price from cents/bushel
is converted to USD/t using standard coeffi-
cients, and the European contract is convert-
ed to comparable USD/t using the EUR/USD
exchange rate and lot size, so that all series
are on a single measurement scale before
evaluating correlations, cointegration and
hedge parameters.

The econometric strategy outlined in the
chapter includes: (i) an initial analysis of the
time series properties (such as stationari-
ty and integration), (ii) examining the long-
term correlation between the physical CPT
price and the futures reference price (across
various windows), and (iii) assessing hedging
parameters, with the primary practical metric
being the reduction in the variance of physical
price changes when employing a futures posi-
tion (a classic «minimum variance» approach
through the calculation of the hedging coeffi-
cient). A crucial aspect of the design involves
addressing «regime shifts» and the asynchro-
ny of trading hours and publications. Since
different sources generate prices at varying
times and using different valuation methods,
the model incorporates robustness to tempo-
ral shifts and evolving relationship parame-
ters over time (using rolling estimates). This
ensures that conclusions about hedge quality
are not confined to a single period and are not
an artefact of calendar alignment.

The move from identifying the statisti-
cal relationship between futures and physi-
cal prices to implementing a practical hedge
starts with selecting an objective function. In
applied grain trading tasks, the focus is usu-
ally on minimizing the variance (volatility) of
the financial outcome for the physical posi-
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tion while preserving the economic essence
of the transaction. Here, the hedge is seen as
a means of mitigating price risk rather than
generating speculative profit. In this context,
the optimal hedging ratio is derived from the
covariance of changes in physical and futures
prices relative to the variance of futures price
changes. Empirically, this can be convenient-
ly estimated using a regression of physical
price returns on futures price returns, where
the slope estimate represents the desired
hedge ratio. It is crucial to predetermine the
currency and units of measurement (e.g.,
USD/t, EUR/t, and cents/bushel) used in
the calculations and ensure proper dimen-
sion conversion to make sure the hedge ratio
accurately reflects the actual “delta” of the
physical position in relation to the exchange-
traded instrument.

The basis is a key source of “residual”
risk for Ukrainian ports. Even if the futures
price and the price of a physical commodity
are strongly correlated, the result of hedging
depends on the stability of the difference be-
tween the physical price of the CPT and the
corresponding futures quote, adjusted for
quality, currency, logistics and time lag. As
the execution deadline approaches, the fu-
tures price usually approaches the spot price,
but at the opening and closing points of the
hedge, the basis can be either positive or neg-
ative (Figure 2). Thus, for any non-zero val-
ue of the basis, the underlying risk remains,
which is the main limitation for cross hedg-
ing the physical price of CPT using exchange
contracts.

In practice, the calculation of the optimal
hedge should be carried out in such a way that
the model takes into account only those risks
that the trader really bears. For the physical
price of CPT, this is usually a change in the
export or port price, taking into account the
quality and typical shipping window. And for
futures, it is the most liquid contract with the
nearest delivery months or a “rolled” row.

Since our goal is to create an effective
hedging mechanism, the quality assessment
should not be limited to just one coefficient.
A standard measure is the coefficient of vari-
ance reduction, which shows how much the
variation in profitability of a portfolio con-
sisting of physical and futures positions de-
creases compared to just a physical position.
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In addition, it is important to compare the re-
sults according to tail-risk criteria (for exam-
ple, quantile/ES on yields) and operational
criteria such as the stability of the coefficient
when the valuation window changes, sensi-
tivity to the choice of the futures month, the
impact of currency revaluation (USD/EUR)
and the effect of transaction costs (commis-

Section 6. Finance, monetary circulation and credit

sions, spreads and roll losses). In order for
the reader to correctly interpret the results,
it is necessary that the methodology describe
the exchange specification and the procedure
for determining settlement prices. This will
provide a technical basis for the comparabil-
ity of the series (https://live.euronext.com/
en/products/commodities/dsp).

Figure 2. Convergence of the futures price to the spot price and the underlying hedging
risk (https://www.slideserve.com/loyal/hedging-strategies-using-futures)
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Conclusions

Thus, in order to hedge a physical CPT
position using CBOT and MATIF/Euronext
futures, it is necessary to ensure full com-
pliance of the data series: currency, units of
measurement, contract selection and roll-
ing, and date synchronization. Otherwise,
the assessment of the relationship and the
hedge parameters will be unreliable. The
main limitation of cross hedging is the un-
derlying risk. The CPT Price includes logis-
tical and terminal components that do not
always change simultaneously with stock
quotes. Therefore, even if there is a stable

3.12

price link, the hedge cannot eliminate the
variation in the result.

The proposed procedure for calculat-
ing the hedge coefficient by the criterion of
minimum variance and evaluating the effec-
tiveness of reducing portfolio variance al-
lows us to move from an “intuitive” choice
of a benchmark to a statistically verifiable
solution. In practice, this means that it is
necessary to evaluate not only the correla-
tion, but also the stability of the basis and
hedging parameters over time. This will help
reduce the risk of formal hedging, which will
not be able to protect during periods of re-
gime change.
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