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Abstract. The evolution of taxes and the increasing role of public financial resources in the
life of modern society have contributed to the transformation of taxation into an important,
complex, specific area of activity with their own laws of development. First of all, these include the
classical principles of taxation — equality, neutrality, convenience, simplicity, etc. Last but not least,
the principle of non-taxation takes place in this list. Since the state’s existence is not limited by any
calendar, let alone tax terms, the state still has a constant need for tax revenues and is obliged to
take into account the need to renew its financial resources in the future, recognizing that this is real
only if there is normal production. By re-taxing the economy today, the state is depriving itself of
future revenues with all the ensuing consequences. Therefore, a competent definition of the
boundaries of the tax burden involves the development of production and ensuring conditions for
the growth of tax revenues. Oppressing the economy, suppressing the taxpayer, the tax destroys its
own foundation and itself. The ongoing reformation of the tax system as a whole today in the
conditions of the modern Ukrainian economy is the desire of the state systems to determine the
optimum limits of the tax burden, which can satisfy the financial interests of the state and not break
the delicate fragile balance of social and economic conditions of modern society. The aim of
research is determining the features of tax planning formation for tax optimization purposes and to
improve the economic management system at the enterprise through the use of special optimization
schemes and the use of accounting tools. Methodology: the theoretical justification is based on
observations, groupings, analytical work in determining the organization of tax planning.
Methodological and general scientific principles of complex researches became the theoretical
basis. The scientific importance of the work lies in the fact that results is the systematization of
theoretical and practical provisions of tax optimization of the enterprise. The value of the research
is that the materials of the conducted research will be useful for further study of the specifics of tax
optimization at enterprises.

Key words: taxes, taxation, tax optimization, tax optimization schemes, tax planning, tax
accounting, tax analysis.

JEL Classification: H20, H21, H22, H26, H30.

INTRODUCTION

The problem of determining the limits of the tax burden has always existed. Since the time of
existence of the state is not limited to any calendar, and even more so tax terms, the state has a
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constant need for tax revenues, and it is obliged to take into account the need to restore its financial
resources in the future, knowing that this is real only in the presence of normal production. The
competent determination of the limits of the tax burden implies the development of production and
the provision of conditions for the growth of tax revenues. Depressing the economy, depressing the
taxpayer, the tax destroys its own basis. The problem of determining the optimal tax burden is
relevant to any state structure and any economic system, and each time the solution to this problem
will be different, depending on the peculiarities of functioning and intended goals of development
of a special economic education. The ongoing reform of the tax system as a whole today in the
conditions of the modern Ukrainian economy represents the desire of the state systems to determine
the optimum limits of the tax burden, which can satisfy the financial interests of the state and not
undermine the fragile balance of social and economic conditions of the modern Ukrainian society.
Therefore, the search for approaches to solving the problem of determining the tax burden
optimization criteria in today's economy seems especially relevant. Given the fundamental
restructuring of the social and economic foundations of the economy, the role of taxes and tax
policy of our country is growing. The latter is a focused activity in the field of tax collection.
Regulation and optimization of the tax burden is an urgent issue for the Ukrainian economy at the
present stage of development, as it is an indicator of the efficiency of the tax system of the country
as a whole.

LITERATURE REVIEW

The issue of tax optimization and the tools and schemes for its implementation as a field of
scientific research has received considerable attention from many authors, including: Baranov, S.O.
(2015), Grabchuk, I.L., Lajchuk, S.M. (2017), Yevtushenko, N.O. (2016), Kirdina, O.G. (2018),
Matvienko, T.O. (2012), Melnik, O.I. (2017), Rybina, L.O. (2015) and others.

However, it should be noted that a number of theoretical developments and problems require
further systematic investigation.

PAPER OBJECTIVE

The purpose of the study was to determine the features of tax planning formation for tax
optimization purposes and to improve the economic management system at the enterprise through
the use of special optimization schemes and the use of accounting tools.

RESULTS AND DISCUSSION

Taxes have a significant impact on the financial and economic activities of business entities.
Payment of taxes causes the withdrawal of enterprise’s cash, which leads to a deterioration of its
financial condition through a decrease in capital maneuverability and a decrease in liquidity of
assets, which is why the current challenges to the development of domestic economic entities are to
generate cash and confirm their sums as a subject to compliance with applicable legislation with a
focus on minimizing taxes and payments. Tax planning is the most common way of reducing the
tax burden on an enterprise. There are other ways to optimize taxation, but not all of them are
legitimate in law. Domestic and foreign scientists have been proposed to consider tax planning as a
process of optimizing tax payments, effectively choosing or changing the tax regime and reducing
tax risks of the enterprise in the context of current tax legislation, which maximizes profitability and
market value of the enterprise in the present.

The purpose of this is the correct calculation and payment of tax payments, the avoidance of
fines, the timely formation and submission of tax statements and finding ways to reduce the tax
burden on the company. Therefore, it is necessary to pay attention to the differentiation of
categories (concepts), such as tax evasion and tax planning. Proper planning organization allows
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you to forecast future tax payments and develop their optimization policies. Depending on the goals
of the enterprise and the specifics of its business activity, there are different criteria for the

establishment and criteria and limitations of tax optimization (Fig. 1).

dltj/lrliwgmt?]? t;ixppeﬁlg&eafx Minimum tax Ensuring uniform
minimization) burden formation of tax liabilities

Maximum financial result while limiting the vl\\//lr?gr?%/lgg f::?hf;/%vﬁ
maximum amount of taxes paid target income

Fig. 1 Approaches to setting tax optimization criteria and limitations

Source: own study

In addition, the tax system has several mechanisms for preferential taxation of enterprises:

— reducing tax rates;
— exemption from the taxation of certain elements of the tax object;

— tax exemptions of individual taxpayers;
— targeted tax benefits, including tax credits (tax deferral).
By using this list of preferential tax treatment, a business can significantly reduce its tax

burden and adjust its tax policy. Analysis of scientific works on taxation makes it possible to
identify three behaviors of taxpayers (Fig. 2).

Taxpayer Behavior Models

3 . the normative method of tax plannin
ax evasion paying taxes p g

unlawful acts legitimate actions

Fig. 2 Taxpayer Behavior Models

Source: own study

According to Article 212 of the Criminal Code of Ukraine for deliberate tax evasion, fees,
payments is punishable by a fine, or deprivation of the right to occupy certain positions or engage in
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certain activities for up to three years. Therefore, tax evasion is attributed not only to criminal
liability, but also to tax offenses.

The normative method of tax payment provides for the accrual and payment of tax payments
by legal entities and individuals in accordance with the law, without selecting alternative options for
optimizing tax payments.

The complexity of the tax planning mechanism is that on the one hand there is an opportunity
to significantly reduce the amount of tax payments to the budget, and on the other — the danger of
paying a much larger amount in the budget and put the company on the verge of bankruptcy.

That is, an enterprise under tax planning means the use by the taxpayer of all permissible legal
means to minimize tax liabilities.

Being able to know and control the level of tax burden for any business is an important tool
for making financial decisions. Tax burden optimization is a rational multivariate minimization of
tax payments. The result of this savings, additional tax revenues and their effective investment in
the development of the enterprise. The following legal methods of tax optimization can be used
within enterprise management:

— replacement of relations;

— deferral of payment;

— change of jurisdiction;

— separation of relations;

— reduction of the object of taxation;

— delegation of responsibility;

— use of privileges and preferences;

— accounting policies.

The essence of the method of replacement of relations is to replace the business legal relations
of the enterprise with its partner, the taxation of the results of which occurs at elevated rates, to
close, homogeneous legal relationships with a preferential tax regime. The basis of the deferred
payment method is the assumption that the majority of taxes are due when the taxable entity arises,
and therefore the enterprise can move part of its sales from the end of one quarter to the beginning
of another. The change of jurisdiction is characterized by the transfer of the registration of an
enterprise or its branches in the territory where tax benefits exist. Reduction of the object of
taxation is a method whose purpose is to waive certain transactions that are taxed without harming
the enterprise. Delegation of responsibility means that responsibility for the payment of basic taxes
is transferred to the special organization. As for the method of using privileges and preferences, it
implies the transition of enterprises to the industry or to the production of products for which a
preferential taxation is imposed. Accounting policy is characterized by the preparation of the tax
budget of the enterprise so that there is no fluctuation in the amount of tax payments in different tax
periods. Current tax optimization allows for a set of methods to reduce the tax burden for the
taxpayer on a case-by-case basis. Prospective tax optimization is based on the application of such
methods and methods that reduce the tax burden of the taxpayer in the course of his activity, having
a long-term nature due to possible changes in both external and internal factors affecting the level of
taxation.

Building a productive tax system helps to address one of the main issues in the enterprise's
activity — the assessment and prevention of the boundary between the ability to pay taxes and fees
on conditions of ensuring the development of entrepreneurship and evasion (or not fully
computing). It is advisable to present the organizational model of analysis of company calculations
with taxes and fees in the form of interrelated modules:

1) assessment of organizational and economic efficiency of tax system (first of all, choice of
alternative systems);

2) analysis of completeness and accuracy of determination of tax objects. Assessment of
resource provision for timely budgetary calculations;
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3) analysis of the motivational impact of the tax system on the development of entrepreneurial
activity.

One of the components of tax optimization at the enterprise should be the organizational
support of the stages of creation of information resource, the results of accounting of economic
transactions, which are the objects of taxation, and data of financial and tax reporting (Fig. 3).

Identification of possibilities of
optimization of information
resource as a component of

successful use of the resource
potential of the subject

Alignment of the information

resource administration policy Determining the structure of

with the applicable regulatory information flows ‘
requirements and norms

Provide conditions for the
storage and reproduction of
written and electronic formats of
the information resource

Define metadata for service
documents to match their
functional purpose

Fig. 3 Requirements for tax optimization information resource
Source: own study

These are elements that are consolidated into a single information and analytical database of
taxes, as well as practical skills in the formation of schemes for the implementation of transactions
that can lawfully optimize tax payments. However, so-called «gray schemesy are more common for
Ukrainian businesses when the taxpayer does not formally violate tax laws using tax optimization,
but at the same time reduces tax obligations to the state compared to other enterprises. All
optimization paths can be divided into three groups:

1. cash out of taxation;

2. transfer of funds to a region with a lower level of taxation;

3. deferral of tax payments — carry forward.

The first scheme of «Cash out of taxation» is characterized by the use of fictitious contracts
and fictitious firms. Nominal directors and founders are often involved to anonymize true owners.
The following groups of schemes are:

1) scheme that increases the cost of the optimizer by transferring funds to «gray» and «black»
firms: increases company expenses, allows to get free cash, to «bring» to the turnover of the
company, goods bought for cash;

2) scheme for inventory reduction as an alternative to sales: involves the sale of the company
at a reduced cost through damage or sham destruction of the stock, with the stock being sold for
cash;

3) optimization in which tax liabilities are shifted from one company to another: to implement
it is a triple company willing to sell a tax credit or expenses.

However, tax evasion schemes have an increased risk for the optimizer, they are illegal and
short-lived, and can be quickly detected by fiscal officials, to maximize criminal prosecution.

The scheme «Transfer of funds to a region with a lower level of taxation» differs from the
previous one in that the funds are not withdrawn from legal circulation and can be reverted if
necessary:

1) transferring cash to other countries with less taxation (offshore is an example);



Tuchak, T. (2019) “Accounting tools and tax optimization schemes”, Management and entrepreneurship: trends of
development, 4 (10), pp. 8-18. Available at: https://doi.org/10.26661/2522-1566/2019-4/10-01

2) transfer of funds to other companies with different tax system (simplified tax system);

3) transfer of funds to other fields of activity or to other companies with preferential taxation
(mainly temporary).

This optimization path is less risky than the previous one, though it cannot be considered
perfect. Such schemes are possible to detect when agreements are executed on the basis of fictitious
documents, when there are insufficient labor and property resources, agreements are conducted at
inflated or low prices.

Deferral of tax payments — deferrals — this optimization path allows you to adjust your tax
burden in the near future, with further increases in the burden, only those companies that carry out
long-term planning can choose this path:

1) incomplete operations to transfer tax liabilities: replacement of taxable transactions with
non-taxable transactions;

2) carrying out operations with their subsequent cancellation: used to increase tax credit and
expense at the end of the reporting period, with a subsequent return on transactions in subsequent
reporting periods (when appropriate resources are available);

3) use of intermediaries to widen the time gap between counterparties' actions and the
emergence of tax liabilities: it is possible to legally delay the offensive of tax obligations (use of
contracts of commission, commissions).

The main characteristic of this type of optimization is the lowest level of risk among other
optimization schemes. Such schemes can be detected if the optimizer has made the following
shortcomings: did not bother to hide in time separate business optimization operations, does not use
a variety of schemes, incorrectly drawn up documents are used in a single format. Tax optimization
is connected with all processes of enterprise management and is based on tax planning, analysis,
accounting and control, which is a mechanism of realization of tax policy of enterprise in economic
activity (Fig. 4).

The mechanism of tax optimization at the enterprise

Defining the purpose and directions of tax optimization

tax planning tax analysis

Tax accounting

Tax control

Tax optimization efficiency

Decision making

Fig. 4 The mechanism of tax optimization implementation
Source: own study
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The introduction of a tax optimization mechanism at the enterprise is the main condition
for its stable development. Choosing the best option for taxation will allow the company to pay tax
payments in a burdensome for him, to direct the saved money for further development and to reduce
tax risks. Such an element of enterprise tax flow management balances relations between fiscal
authorities and economic entities, which, in turn, provides the state with full assurance of tax
payments to the budget.

CONCLUSION

Tax savings are the most important task of every business. Therefore, in practice, with the
correct setting of tax planning and control, the company can pay taxes in the minimum amount.
Competent optimization of tax payments is an important factor in optimizing the formation of
profits of the enterprise.

The tax planning model is characterized by the fact that the taxpayer on the one hand does not
violate the rules of tax legislation, and on the other reduces the amount of tax payments by applying
the legal rules in his model of activity.

The purpose of tax planning is to increase revenues and profits by optimizing tax payments
and reducing the tax burden. It is based on the maximum use of all statutory tax benefits, alternative
tax solutions.

According to the results of the study of tax optimization at the enterprise, its role for
development and the main criteria that make up its essence and features that help distinguish
between tax planning and tax evasion are determined.

It is established that the determination of tax planning activity depends on the financial
capacity of the enterprise, as well as the amount of taxes paid during the period.

Among the optimization schemes that have been considered in certain situations will be tax
evasion. While optimizing tax payments, other financial tasks that are intended not to reduce taxes
but to increase an entity's income after taxes have been solved may also be solved. Optimization of
some taxes can lead to an increase in others, and subsequently to penalties from the tax authorities.
In other words, penalties can exceed the planned effect of tax optimization. Consequently,
optimization schemes involve a multivariate approach to considering the effects of reducing the tax
burden, which implies the effectiveness of their use depending on the situation.

The purpose of modeling tax optimization strategies is to study the impact of various
management decisions on the choice of one or another method that affects the performance
indicators and the state of the enterprise as a whole. Identify long-term and short-term strategies to
reduce the tax burden, taking into account the potential risks and without violating legal
requirements.

Summarizing the above, we can say that such methods and models, which take into account
all the necessary information about the object of study, adapt flexibly to the changes, allow us to
identify the most favorable development scenarios.
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OBJIIKOBI IHCTPYMEHTH TA CXEMH IOJATKOBOI ONITUMIBAIIIT

Tyuak Tersaina Bonogumupisaa
Yuisepcumem oeporcasnoi gickanvroi ciyaicou Yepainu
M. Ipnine, Yrpaina

[Tpobnema BU3HAUCHHS MEX MOAATKOBOTO TATaps icHyBajia 3aBxu. OCKIJIbKY Yac ICHYBaHHS
JepaBu He OOMEXYEThCS HISKMMM KaJICHJApHUMH, a TUM OUIbLIE MOJATKOBUMH TEPMIHAMH, Y
nep:kaBu 30epiraeTbesi MOCTiMHA moTpeda B MOAATKOBUX JOXOJax 1 BOHa 3000B'si3aHa Opatu 10
yBaru HEOOXIJHICTh BIJHOBJIEHHSI CBOiX (PIHAHCOBUX pecypciB B MallOyTHbOMY, YCBIJOMIIIOIOUH,
10 1I€ peasibHO JIMIIEe MPU HAsBHOCTI CTIHKOrO BUPOOHMITBA. TOMY IpaMOTHE BU3HAYEHHS MEX
M10/IaTKOBOTO HABAHTAXEHHS Iependadyae po3BUTOK BUPOOHUIITBA 1 3a0€3M€UEHHSI YMOB 3pOCTaHHS
MOJJATKOBUX HAJAXO/UKEeHb. [IpUrHIUyIOUM »* €KOHOMIKY, NPUTHIYYIOYM IUIaTHUKA I[OJATKIB,
MOJATOK 3HHUIILYE BJIACHY OCHOBY 1 camoro cebe. B KOHTEKCTI IbOTO CTa€ aKTyadTbHUM JIOCIIKCHHS
NUTaHHSA ONTHMI3allii OMOAATKyBaHHSI. MeTO € BHM3HA4YeHHA ocoOyuuBocTel (HOpMyBaHHS
MMOJAATKOBOTO TUTAHYBAHHS I ULUJIEH ONTHMI3allii ONMOJATKyBaHHSA Ta TIJBUIIEHHS CHCTEMHU
€KOHOMIYHOr0 YNpaBJIiHHS Ha MiJNpUEMCTBI. MaTepiaiii Ta METOAU: TEOPETHUYHE OOTPYHTYBAHHS
0a3yeThCs HA CIIOCTEPEIKCHHSIX, TPYITYBAHHAX, aHATITHYHIN pOOOTI i Yac BU3HAUEHHS OpraHi3ailii
MOJIATKOBOTO ITUIAHYBAaHHSA. TEOPETHYHOI0 OCHOBOIO CTalIM METOJOJIOTIYHI 1 3arajJbHOHAYKOBI
MPUHLIMITA TPOBECHHS KOMIUIEKCHUX JOCHIKEeHb. B X011 poOoTH Oyi0 BU3HAUYEHO YITKUI MEpestik
OOJIKOBUX I1HCTPYMEHTIB Ta CX€M I[I0JIaTKOBOI oOmTHMi3allii. BcTaHOBIEHO, M0 BU3HAYEHHS
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TiSUTBHOCTI TIOJJATKOBOTO TUTAHYBAHHS 3aJICKUTh BiJ (DIHAHCOBUX MOXKIUBOCTEU MiAMPUEMCTBA, a
TaKOX B1JI CYMH IOAATKIB, IO CTIUIAYYIOThCS MPOTATOM repioay. Cepen cxeM onTuMizariii, ski Oymimu
PO3IIISIHYTI B MEBHUX CHUTYyallisiX OyAyThb YXWJICHHAM BiJ crnatd mopatkiB. [lpu omrtumizarii
MOJAATKOBUX TUIATEXKIB MOXYTh BUPINIYBAaTHCS ¥ iHIN (piHAHCOBI 3aBJaHHS, METOIO SIKHUX € HE
3HMKEHHSI TIOJaTKiB, a 30UIBIICHHS J0XOMIB Cy0’€KTa TOCIOJapIOBaHHS MICHs CIUIATH TOAATKIB.
AJDKe onTHMI3alis OJHHUX IOAATKIB MOJXKE IPHU3BECTH A0 30UIbIIEHHS IHIIUX, a 3T0J0OM [0
mrpagHUX CaHKLIA 300Ky IOJAaTKOBUX OpraHiB. IHakime Kaxydw, mTpadHi CaHKLIT MOXYTh
MEePEBUIIUTH TUIAHOBUM e(deKT Big onTumizamii mogaTkiB. OTke, ONTUMI3alliliHI CXEMH
nepeabavaioTh OaraToBapiaHTHUH MiAXiZ A0 PO3MIIALY HACTIIKIB 3MEHIIEHHS MOJAaTKOBOTO
HaBaHTaXXCHHs, IO rependavae eeKTHBHICTh X BUKOPHCTaHHS 3aJIeXKHO BiX cutyarii. Haykopa
3HAYYIIICTh POOOTH MOJATAE y CUCTEMATH3AIIT TECOPETUYHUX Ta MPAKTHYHUX MOJIOKEHB TTOJJATKOBOT
onTuMizamii mianpueMcTBa. [lIHHICTP MPOBEACHOTO AOCTIHKEHHS IOJIATAE y TOMY, IO HOTO
MaTepiaqu CTaHyTh y Haroji Ui MOAAJBIIOr0 BUBYEHHS crienu(iKu onTUMIi3allii MOJaTKiB Ha
I ITPUEMCTBAX.

KiarouoBi cioBa: mojaTtku, OMOAaTKyBaHHsS, IMOJATKOBA OINTUMI3allis, CXEMH IOJaTKOBOI
OITHMI3allil, TOaTKOBE TJIaHYBaHHS, OJATKOBUI 00K, MOAATKOBHIA aHAII3.

YUETHBIE HHCTPYMEHTBI 1 CXEMbI HAJIOTOBOM OIITUMM3ALIAA

Tyuyak Tarbssna BragumupoBHa
Yhueepcumem 2ocyoapcmeennoil puckanbHou cayxcovl Ykpaunvi
2. Upnenv, Yrpauna

[IpoGnema ompeneneHuss IpaHul] HAJOroBOro OpeMeHH cyuiecTBoBasia Bcerja. Ilockonbpky
BpEMsl CYILIECTBOBAHUS TOCy/IapcTBa HE OTPAaHMYMBACTCS HUKAKUMH KaJeHAapHBIMHU, a TeM Oolee
HAJIOTOBBIMU CpOKaMH, Yy ToCyaapCTBa COXPAHACTCA IMMOCTOAHHAA HOTp€6HOCTI) B HAJIOI'OBBIX
J0X0/laX, U OHO 00s3aHO MPUHUMATh BO BHHMMAaHHE HEOOXOIUMOCTb BOCCTAHOBIIEHHUS CBOMX
(UHAHCOBBIX pecypcoB B OyaymeMm, OCO3HaBas, 4YTO ATO pEATbHO TOJBKO TPU HAITHYUH
YCTOMYMBOro Npou3BoACTBa. Ilo3ToMy rpamMoTHOE ompeleneHHe TpaHUL] HAJOrOBOW HAarpys3Ku
MpeAyCMaTPUBAET Pa3BUTHE M 0OECIEUEHHUE YCIOBUM POCTa HAJIOTOBBIX MOCTyrieHud. [lomaBmss
e SKOHOMHKY, MOJABJIss HAJOTOIUIATENIbLINKA, HAJOI YHMUYTOXAET COOCTBEHHYIO OCHOBY H
camoro ce0s. B KOHTEeKCTe 3TOro CTaHOBUTCS aKTyaJIbHBIM HCCIIEJOBAaHHE BONPOCA ONTUMHU3ALUU
Hasoroo6soxkenus. llenpio sBisieTcst omnpeneneHne 0coOeHHOCTeH (OPMUPOBAHUS HAJIOTOBOTO
IJTaHUPOBAHUA JIIsL IICJ'IGﬁ OIITUMU3AIINN HaJI0T000I0KEHUS n IIOBBIIIICHUA CHUCTEMBI
SKOHOMMYECKOTO YIPABJIEHUS Ha NPEeAUpUATHH. Marepuaibl MW METOABI: TEOPETUYECKOE
o0ocHOBaHUE Oa3upyeTcsi Ha HaONIOJEHUAX, TPYNIUPOBKAX, aHaJIUTHYecKoW pabore mpu
ONpEACIICHUN OpraHMu3allii HAJIOTOBOTO IUIAHUpOBaHMs. TeopeTndeckol OCHOBOWM — CTauu
METOAOJIOTMYCCKUE U 06H16Hay11HI>I€ MPUHIMUIIBI TPOBCACHUSA KOMIIJICKCHBIX I/ICCJIGI[OBaHPIfI. B Xone
pa®oThl OBIIM ONpeAeseH YEeTKUH IepeueHb YYETHBIX MHCTPYMEHTOB M CXEM HaJoroBoH
OIITUMMU3AIlUH. YCTaHOBJ'IeHO, 4TO OMMPEACICHUC JCATCIbHOCTU HAJIOTOBOT'O IINIAHUPOBAHUS 3aBUCUT
OT (MHAHCOBBIX BO3MOXHOCTEH NPEANPHUATHSA, a TaKKe€ OT CyMMbl HaJOrOB, YIJIAUMBAEMBIX B
TedeHue mnepuoga. Cpeau cxeM ONTUMHU3ALUHU, KOTOpble ObUIM PAacCMOTPEHBI B ONPEIEIECHHBIX
CUTyallusix OyAyT YKJIOHEHHEM OT HajoroB. [Ipy oNTUMHU3aIMM HAJOTOBBIX MJIaTeXel MOryT
pemaTtbCa U APYTrue CbI/IHaHCOBBIe 3aa4yu, IMECJIBI0 KOTOPLIX ABJIACTCA HE CHHKCHHEC HAJIOTOB, a
YBEJIMUEHHUE JOXOJ0B NPEANPUATHUS IIOCIIE YIUIaThl HAJOroB. Beap onTummszanus oJHUX HaAJIOTOB
MOKET IMPUBECTU K YBEJIMUYEHUIO IPYTUX, a 3aTeM MTpadHbIX CAaHKUUN CO CTOPOHBI HAJOTOBBIX
opraHoB. IMHade roBops, ImTpadHble CAHKUMU MOTYT MPEBBICUTh IUIAHOBBIA 3ddekr ot
OIITUMM3AIlMK HAJIOI'OB. I/ITaK, ONTUMU3AIIUOHHBIC CXEMbI MMPEAYCMATPUBAIOT MHOFOBapHaHTHBIﬁ
MOJIXOJl K PAacCCMOTPEHHUIO IOCJIEACTBUN YMEHBUICHMs] HAJIOTOBOM HArpy3kH, 4YTO IIpeIoJiaract
3¢ (HEeKTUBHOCTh MX HMCMOJIb30BAaHUS B 3aBUCUMOCTU OT cuUTyauuu. HaydHas 3HAUuMMOCTbH pabOTHI
3aKJIIOYAeTCs B CHCTEMAaTU3allUd TEOPETUYECKMX M TNPAKTUYECKUX TIOJIOKEHUN HaJIOroBON
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ONTUMU3ALMY IPEeANpUATHs. L[EeHHOCTh IPOBEAECHHOTO UCCIENOBaHUS 3aKJIF0YAETCS B TOM, YTO €ro
MaTepuaibl OyAyT MOJIE3HBI JUIsl JajibHEHIIero u3y4eHus crneur@ukyd ONTUMH3alMK HAJIOroB Ha
NPEANPUATHSIX.

KiroueBble ci10Ba: Haoru, HaJaOrooOJI0XKEHUs, HAJIOTOBAs ONTUMU3ALIUS, CXEMBbl HAJIOTOBOH
ONTUMU3ALMH, HAJIOTOBOE IUIAHUPOBAHUE, HAJIOTOBBIN Y4YET, HAJIOIOBBIA aHAJIU3.
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Abstract. Early stress tests, used primarily as risk management tools, date back as far as the
1990s. Programs conducted by the IMF, Bank of England, Dodd-Frank Act, Bank of Japan, Swiss
Financial Market Supervisory Authority and the World Bank promoted the used of stress tests. The
basic idea the introduction of stress testing was to ensure that banks have sufficient capital to cover
their risks, and to ensure that banks and banking systems are more resilient to economic and
financial shocks. This paper provides an overview of the recent implementation of stress testing by
regulatory agencies in the United States, the United Kingdom, Japan, Switzerland and the European
Union. This article also gives an overview of the stress testing methodology developed by the
National Bank of Ukraine and in accordance with Basel 111 recommendations. The aim of research
is comparative evaluation of key aspects of system-wide stress tests in different finance systems:
Euro area, United Kingdom, Switzerland, Japan, the United States and Ukraine, identifying
identification of similarities and differences and prospects for the development in our country. To
substantiate the theoretical positions and reasoning of the conclusions general scientific methods
are used, including system, abstract-logical approach, as well as methods of formalization, analysis
and synthesis of information, comparative analysis. During the study, a comparative analysis of the
stress-testing methodology in six countries was conducted. The scientific importance of the work
lies in the fact that on the basis of the conducted research it is possible to improve stress-testing of
Ukrainian banking system based on best practices from developed countries. The value of the
research is that it is increasingly necessary to used best practices of stress tests as a powerful tool in
risk management, in micro prudential and macroprudential policies. Results of researches can to
used not only in development methodology of stress-testing, but also in case-study of banking.

Key words: financial stability, Basel 111, core capital, regulatory capital

JEL Classification: E37, E44, G10, G21, G28

INTRODUCTION
The Basel Committee on Banking Supervision (BCBS) requires banks to conduct their own

stress tests as an important risk management tool, earning bank management to adverse unexpected
outcomes related to various risks and estimating capital that may be needed to weather a storm (BIS
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Working Paper, 2009). Additionally, in Worldwide practice, stress tests came to be recognized as a
powerful tool not only in risk management, but also in micro prudential and macroprudential
policies. Despite the existence of studies of stress testing programs in various countries, few studies
have been conducted on their comparative evaluation. This paper is one of the few studies.

LITERATURE REVIEW

The issues of assessing the financial stability of a banking system are studied by a sufficient
number of foreign and domestic scholars. In particular, foreign experts as Frame, Scott, Kristopher
Gerardi, and Paul Willen (2015), Hirtle, Beverly, Anna Kovner, James Vickery, and Meru Bhanot
(2016) effectively described research of the top-down methodologies, which actually applied to
stress testing. The research on the bottom-up methods is limited but the models used at regulatory
agencies still use “extreme yet plausible” exogenous macroeconomic scenarios to obtain stress-
driven results using the loan-level data.

The policy of the stress-testing in the US, the UK, and the EU area wide describes in
researches Wall, Larry (2014), Goldstein, Morris (2017), Kapinos, Pavel, Oscar Mitnik, and
Christopher Martin (2018).

Domestic researchers in the sphere of risk management and in particular in the field of stress
testing are represented by such scientists as I. M. Posokhov, O.0. Khodyreva (2018), Ramskyi A.,
Loiko V., Sobolieva-Tereshchenko O., Loiko D., Zharnikova V. (2017), Krykliy O., Luchko 1.,
(2018). However, the fact that the use of stress testing is not wide-spread, makes it possible to judge
about certain problems of the adaptation of the proposed methods to the current realities of the
banking sector of the Ukrainian economy.

The purpose of the article is the study of special features and approaches to conducting stress
testing of the banks in Ukraine, in the comparison with Worldwide practice.

PAPER OBJECTIVE

The stress tests as a powerful tool in risk management, in micro prudential and
macroprudential policies is important direction of the world economy financial stability. The
purpose of the article is identifying of similarities and differences of system-wide stress tests in
finance systems Euro area (EU), United Kingdom (GBR), Switzerland (CHE), Japan (JPN), the
United States (USA), Ukraine (UA) and determining prospects for the financial stability
improvements in our country.

RESULT AND DISCUSSION

The purpose of stress testing is to assess to what extent an individual bank, group of banks or
the banking system as a whole are resistant to exceptional, but plausible shocks. Stress tests are
aimed at determining the sensitivity of a bank's portfolio or the whole banking system to negative
shocks, carrying out a forecast impact assessment of the effects of these shocks on financial
indicators and capital of banks, and further defining measures to enhance the resilience of the
banking system to such shocks.

The comparison of country practices showed that authorities design stress tests in different
ways, additionally some employing more than one type of test. For better understand these
differences and their fitches covered practices on system-wide stress tests for banks in the Euro
area, United Kingdom, Switzerland, Japan and the United States. In general, a stress test is
composed of various modelling blocks, which interact with one another to produce the overall
results. The practices on system-wide stress tests has been researched in the few main blocks, which
identifies in the setup of any stress test. These blocks are governance (essence and coverage of
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exercise), implementation (scenario and disclosure). Each block comprises various elements, they
are detailed in the tables below. The essence and coverage of exercise in system-wide stress tests
for banks in the Euro area, United Kingdom, Switzerland, Japan, United States and Ukraine are
summarized in table 1.

Table 1
Comparison of key aspects of system-wide stress tests (ST)

GOVERNANCE (ESSENCE AND COVERAGE OF EXERCISE)
Essence
EU | Bottom-up micro prudential exercise using individual bank data to primarily assess solvency risk.
Bottom-up micro prudential exercise. Banks submit their projections, Bank of England uses those

GBR . - . o .
submissions as a starting point for the stress test, with its own adjustments.
Top-down exercise mainly to assess the solvency risk of the two Swiss global systematically important
banks and bottom-up micro prudential exercise using individual bank data and bank-internal models.
Top-down exercise using individual bank data, mainly to assess solvency risk. Bottom-up exercise for
JPN | micro prudential risk assessment and for financial stability risk assessment for a macroprudential
perspective.
Dodd-Frank Act Stress Test top-down micro prudential exercise using individual bank and industry level
USA | data to assess the impact of stressful economic and financial market conditions on the solvency of banks
with $100 billion or more in total assets.

Bottom-up micro prudential exercise using individual bank data. Individual stress-testing assessment of

CHE

UA large exposures and portfolio- based assessment for other.
Coverage of exercise
EU Institutions 123 banking groups from 22 countries Sample of banks covering at least 50% of the national
banking sector in each EU Member State in terms of total assets.
GBR Include all PRA-regulated banks and building societies with total retail deposits greater than £50 billion.

Institutions 7 major UK banks and building societies

Banks covered represent roughly about 80% of total assets in the Swiss banking sector and covers two
CHE | Swiss G-SIBs on the basis of their systemic relevance to the global financial system and the Swiss
economy.

Covers a total of roughly 370 financial institutions, G-SIBs banks (roughly about 70% of total assets in
JPN | the banking sector), small community orientated banks, representing roughly 80 to 90% of total credit
outstanding.

35 banks represent approximately 80% of domestic bank assets. Among them, 6 banks with large trading
USA | operations and 8 banks with substantial trading or processing operations. 31 holding companies with
total assets of $50 billion.

34 banks, 79% of assets in 2014, 20 of the largest banks in 2017, 25 banks, 93% of assets in 2018, 24
banks, 90% of assets in 2019, 29 banks, 93% of assets in 2020

UA

Source: compiled by the authors according to the ST source (EU, GBR, CHE, JPN, USA, UA).

Typically, coverage of exercise in stress testing, which of the supervisory authority or the
central bank represent roughly 80% of the total bank’s assets. However, in each case, the central
bank and supervisors run a stress test exercise different number of institutions (for example, in UK
7 major banks and building societies, in Euro area in 123 banking groups from 22 countries).

As a rule, the supervisor or the central bank conduct stress testing. In some countries, the
central bank and supervisors both run a stress test exercise, but independently of each other, with
the central bank taking a mainly macroprudential perspective, and the supervisory authority -
primarily a micro-prudential (for example, Switzerland and Japan).In other countries, the system-
wide exercises are run by a single authority, which assumes both micro- and macroprudential
functions (for example, Euro area, United Kingdom and United States). According to BCBS (2017),
most supervisory authorities do not have a formal process for coordinating supervisory stress testing
frameworks with other domestic authorities.
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The number of banks covered and the overall share of total banking assets they represent;
resources, both in terms of number of staff and their technical skills; data accessibility and access
are crucial. Resources that can be devoted to stress exercises can impact sample coverage, the
number of stress scenarios and modelling approaches.

The scenario and disclosure of exercise in system-wide stress tests for banks in the Euro area,
United Kingdom, Switzerland, Japan, United States and Ukraine are summarized in table 2.

Table 2
Comparison of key aspects of system-wide stress tests (ST)

IMPLEMENTATION (SCENARIO AND DISCLOSURE)
Scenario
EU | One adverse scenario as well as a common baseline scenario
Baseline scenario, annual cyclical scenario, and an additional scenario intended to probe the resilience of

EIER the system to risks
CHE Consists _of a baseline a_nd multiple stress scenari(_)s_ (in the range o_f 3 to 5), which are evaluated in
parallel, in order to avoid ex ante focus on a specific stress scenario.
Two stress scenarios are compared against a baseline scenario: a “tail event” scenario, assessing the
PN stability of the banking system under severely adverse economic and financial conditions, and a “tailored

event” scenario, which to investigate the vulnerability of the financial system under specific
circumstances.
Consists of one baseline and two adverse scenarios (adverse and severely adverse). The scenarios are
USA | based on narratives published by the Federal Reserve and the baseline scenario does not represent
official forecasts.
In 2014 two stress scenarios: baseline and pessimistic, during 2015-2017 baseline and macroeconomic
scenarios, after 2018 - baseline and adverse scenarios

Disclosure
Banks have access to the assessment of their results during the QA phase, their final results are made
EU | public. Banks and the public get the same information, i.e. euro area level results with no country-
specific or bank-specific results released.
Detailed disclosure of aggregate bank results (consolidated for the whole banking sector), capital-ratio
data on individual banks.
Neither the scenarios nor the results of the exercises themselves are disclosed in quantitative terms to
CHE | banks or the public. Results of the exercise are summarized in qualitative terms and disclosed to
participating banks only, not to the public.
Results are publicly disclosed with no difference in disclosure between the banks and the public. Results
JPN | of the exercise is to benchmark against individual banks’ stress test results from a micro prudential
perspective.
Both post-stress capital ratios and adjust them planning capital distributions are publicly disclosed at
USA | bank level. Also, information about its scenario design framework and detailing materials about model
changes are published.
In 2014 not made public, during 2015-2017 public only participating banks public, after 2018 - public
with no difference in disclosure between the banks and the public.

UA

GBR

UA

Source: compiled by the authors according to the ST source (EU, GBR, CHE, JPN, USA, UA).

The script can be developed in at least three different ways. The first approach is to focus on
macroeconomic variables. This requires the inclusion of shocks in some key macroeconomic
variables (for example, asset prices, unemployment) that suffered the most during a recession.
Shocks for other macro-financial variables are set consistently in terms of magnitude and direction,
also in accordance with the narrative. The second approach to determining the shocks underlying
the scenario is to obtain them by aggregating information about individual bank portfolios and the
corresponding granular risk factors. This approach is typically used in bottom-up stress tests, and its
applicability largely depends on the availability of relevant data. The third approach is reverse stress
testing, in which the scenario is calibrated in such a way as to provide a given estimated probability
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or the expected capital ratio after stress (for example, Breuer et al (2010)). While useful for
identifying additional vulnerabilities in the future, this approach is difficult to implement and
interpret (for example, due to the diversity and complexity of the interactions between types and
risk factors).

The publications on the results of the stress testing exercise are very important for used as a
risk management tool and an instrument of informing about business decisions. In most cases,
information about stress testing results disclosure consolidated for the whole banking sector and
summarized in qualitative terms. Usually, the results of the macroprudential stress testing are
publicly disclosed with no difference in disclosure between the banks and the public. More
disclosure information in Euro area and little disclosure information in Switzerland: in Euro area
banks and the public get the same information with no country-specific or bank-specific results
released. Traditionally, in Switzerland results of the stress testing exercise are only disclosed to
participating banks, not to the public.

In Ukrainian practice, NBU disclose results of stress testing exercises and high-level
methodologies and scenario specifics. In addition to disclosure by the authorities, the banks
themselves can also decide to publish their results. The integration of Ukraine into the European
banking system requires implementation effective tool for cleaning the Ukrainian banking system in
accordance with compliance with the Basel 111 regulations. Since 2015 according to level disclosure
stress testing exercise in Euro area Ukraine started to publish their results.

The macroeconomic stress testing of the Ukrainian banking system was first carried out in
2008 (with the participation of 17 banks), then in 2010. However, the results of these tests were not
made public. We only know that the capital of 61 out of 176 banks had to be increased by a total of
40 billion UAH. However, the need for active use of stress-testing process arose in early 2014 due
to a number of internal and external factors. Approaches to stress testing in the period from 2014 to
2020 are presented in Table 3.

Table 3
History of stress testing of Ukrainian banking system
Indicators Stress testing
2014 2015-2016 2017 2018 2019 2020
Auditors AC NBU NBU AC,NBU AC, NBU AC, NBU
Date of 01.04.15,
diagnosis 01.01.14 01.01.16, 01.01.17 01.01.18 01.01.19 01.01.20
evaluation 01.04.16
Individual large large large large
No large borrowers
stress test borrowers borrowers borrowers borrowers
Portfolio
- Loans Loans Loans Loans Loans Loans
s Fhat Credit, Credit, Credit, Credit, Credit, interest, _Credlt,
are being interest,
currency currency currency market currency
analyzed currency
20 largest
9 banks 34 banks banks had to The NBU 13 panl_<s n_eeded
passed needed ; . capitalization of
NS bring to imposed on
stress capitalizatio ositive banks 15 42.1
Result testing. n. 5 banks P . billion UAH -
value the fines > 67.6
Need of are not . . under the
- capital million
capital > 50 solvent. adequac UAH adverse
billion UAH. quacy ' scenario.
ratio.
Liquidated 33 32 292 9 1 -
banks
Source: compiled by the authors according to the ST source (NBU).
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According to the historical retrospective data, in the formation of the strategy of banking
stress testing in Ukraine two stages of assessing the financial stability of the banking system are
distinguished as follows: the first stage — 2014-2017 and the second stage — 2018 to date.

The first stage is characterized by a set of diverse approaches to assessing the financial
stability of banks using the basic macroeconomic scenario of stress tests. For the first time, the
banking system for assessing the financial sustainability of banks began to analyze not only the
banks' compliance with banking standards, but also to assess the macroeconomic environment. The
specific features of this stage were significant fluctuations in the number of banks subject to stress
testing, floating dates for assessing the diagnosis of banks, analysis of credit and currency risks. But
the most important factor was practical non-disclosure of the results of stress testing for wide
public.

The second stage of banking stress testing strategy in Ukraine is linked to the NBU Board
Resolution No. 141 as of December 22, 2017, which approved “The Regulations on the Evaluation
of the Resilience of Banks and the Banking System of Ukraine” (NBU, 2017). The second stage is
characterized by a higher consistency compared with the first stage of the banking stress testing
strategy in Ukraine. An annual assessment of the resilience of banks and the banking system of
Ukraine initiated by the NBU unified the size of the banks' sample for research, the general
approach to selecting auditors, the dates and periods of assessment of diagnosis, macroeconomic
scenarios, individual and portfolio stress testing, types of risks analyzed. But the most important
was the legislative approval of the publication of the results of stress testing.

CONCLUSION

Asset guality assessment and stress testing are a permanent practice of leading international
financial organizations. It provides an opportunity to prevent excessive accumulation of systemic
risks and prepare banks for possible future crises.

The study of specific features and approaches to stress testing of banks in Ukraine with
comparison worldwide practice, permitted to identify the following aspects of formation of the
strategy of banking stress testing:

« Stress testing methodology developed by the NBU in accordance with the implementation
stages of Basel I1l recommendations and similar to the EU system.

« Stress testing models, results and frameworks should be reviewed regularly in accordance
with the worldwide best practices, especially United Kingdom, Switzerland.

« Stress testing results should be made public and used as a risk management tool and an
instrument of informing about business decisions.

Reliable and detailed information on banks’ resilience via stress tests can help anchor market
assessment of banks, provided that comprehensive and sufficiently severe adverse scenarios are
used. Combined with robust follow-up for banks that do poorly in the stress test and credible and
well-funded support tools, disclosure can make stress tests useful tools for respond to a crisis.

The conclusions and proposals received on the basis of the study of Ukraine's and worldwide
experience will not only improve the financial stability of Ukrainian banking system, but ultimately
contribute to overall financial stability.
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KOpiiioBuyu AHaroJiiBHa BaaaucnaasiBHa
Yuisepcumem bopuca I pinuenka Yuisepcumem bopuca I pinuenxa Kuiscoruii nayionanvHuil
Kuis, Yxpaina Kuis, Yxpaina Mop2060-eKOHOMIYHULL
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CBiTOBMM 0aHKOM, CHIPHUSUIN MOAATBIIOMY BUKOPUCTaHHIO CTpec-TecTiB. OCHOBHA ifiesi BBEACHHS
CTpec-TeCTyBaHHs MoJjsrajga B 3a0e3nedyeHHi OaHKIB JIOCTATHIM KaIliTaloM JUisi MOKPUTTS CBOIX
PU3HKIB 1 3pOCTaHHI CTIMKOCTI OaHKIB 1 OAHKIBCBKHX CHCTEM JO EKOHOMIYHUX 1 (DiHaHCOBHUX
NOTPSICiHB. Y JaHId CTaTTi y3araJbHEHO JOCBIJ CTPEC-TECTYBaHHS PETYJIIOIOYHUMH OpraHaMH B
Crnonyyenux Illtarax, BenukoOpuranii, Snonii, IlIBeiinapii tTa €Bponeiicbkkomy coro3i. Y 1iif
CTaTTI TaKOX JA€THCS OTJISIIT METOJMIOJIOTIT CTpec-TeCTyBaHHsI, po3pobiieHoi HamioHansHIM GaHKOM
VYkpainu BiamoBigHO 10 pexoMenpaauiii bazemnp III. MeToro mocimimpkeHHS € MOPIBHSUIbHA OIlIHKA
KJIFOUOBHUX ACIEKTIB 3araJibHOCUCTEMHUX CTPEC-TECTIB B Pi3HUX (DIHAHCOBHX CHCTEMax: 30HI €BPO,
BenukobOpuranii, llIseiinapii, Amonii, CILIA Ta Ykpainu, BUsBIECHHS MOAIOHOCTEH, BIIMIHHOCTEH 1
MEPCIEKTUB TMOAAIBIIOT0 PO3BUTKY. il OOIPYHTYBaHHS TEOPETUYHUX IIOJIOKEHb 1 BHCHOBKIB
BUKOPHUCTOBYIOTHCS 3arajlbHOHAyKOBI METOJIM, B TOMY YHCIi CUCTEeMHHH, aOCTPaKTHO-JIOTTYHHHA
Miaxig, a Takok Meroaw (opmanizamii, aHamizy Ta y3araidbHEHHs i1H(GOpMaIlii, MOpiBHUIBHHMA
aHaii3z. B xoni nqocnimkeHHs 0yo IpOBEISHO MOPIBHUIIBHUN aHalli3 METO0JIOTIT CTpec-TeCTyBaHHS
B IIECTH KpaiHaxX. HaykoBa 3Ha4MMicTh pOOOTH TOJSITa€ B CHCTEMAaTH3allil MEpPeoBOr0 JOCBiAY
CTpeC-TECTYBaHHS PO3BHHEHUX KpaiH Ta po3poOIli Ha iX OCHOBI peKOMEHIAIIN MO0 MOJIMIICHHS
METOAMKHA CTPEC-TEeCTIB OaHKIBChKOI cucTeMu YKpainu. I[iHHICTH JOCHIDKEHHS TOJATaE B
OOTpyHTYBaHHI HEOOXiIHOCTI BUKOPUCTOBYBATH KpaIlli METOJU CTPEC-TECTIB B SKOCTI MOTYXHOTO
IHCTPYMEHTY yINpaBIiHHSA PU3UKAMU B MIKPONPYACHLIATbHOM 1 MaKpONPYACHUIMHUX MOJITHUIL.
Pesynpratn mocnipkeHb MOXYTh OyTH BHUKOPUCTaHI HE TIIBKH B PO3pOOI MeTomosorii crpec-
TECTYBaHHsI, aje i B TEeMaTUYHOMY JOCTIIKeHH1 OaHKIBChKOI CITPaBH.

KarouoBi cioBa: ¢dinancoBa criiikicts, baszens III, ocHOBHMII Kamitan, peryasTUBHUN
Kartitai

CPABHEHUME MUPOBO U YKPAMHCKOM NPAKTUKH
BAHKOBCKOI'O CTPECC TECTUPOBAHUA

Pamckuii Auapei CoGoneBa-Tepemenko Enena Kapuuxosa Banepus
IOpseBnu AHaTo/1beBHA BaaguciaBoBHa
Ynueepcumem Bopuca Ynueepcumem Bopuca Kuescruii nayuonanvhoiii
I'punuenxo I'punuenxo MOpP2080-IKOHOMUYECKULL
Kues, Ykpauna Kues, Ykpauna yuusepcumem, Kuee, Yxpauna

Pannne crpecc-TeCThl, UCHOJIB3yEMbIE B OCHOBHOM B Ka4eCTBE MHCTPYMEHTOB YIIPABIICHUS
puckamu, natupytorcss 1990-mu rogamu. Ilporpammsel, nmpoBoaumbie MB®, bankom Axriuw,
3akonoM Jloana-®dpanka, bankom Anonun, lBeiiiapckuM opraHoM Mo HajaA30py 3a (PUHAHCOBBIM
pBIHKOM M BceMupHBIM 0aHKOM, CIIOCOOCTBOBAJIM MCIIOJIB30BaHUIO cTpecc-TecToB. OCHOBHAs Uaes
BBEJICHUSI CTPECC-TECTUPOBAHUS COCTOsIa B 0OecrieueHHH OaHKOB JOCTaTOYHBIM KalMTalIOM JUIs
MOKPBITUSL CBOMX PHUCKOB M CJAENaTh TakK, 4TOObl OaHKM M OaHKOBCKHE CHCTEMBI ObUIM Oolee
YCTOMYMBBIMU K SKOHOMHUYECKUM M (PMHAHCOBBIM MOTpsACEHUsIM. B aHHON cTaThe 0000IIEH OMbIT
HEJaBHETr0 CTpecC-TECTHUPOBaHUS peryaupyromumu opraHamu B CoenuHeHHblx —Illtarax,
BenukoOpurtanuu, SAnonuu, lIBeiinapun u EBpomneiickom coroze. B aToii crathe Takke aaercs
0030p METOJIOJIOTHHU CTPECC-TECTUPOBAHMS, pazpadoTanHoi HarmoHaibHbIM 0aHKOM YKpauHbI U B
cooTBeTcTBUM ¢ pekomeHnarusmu bazens Ill. Llenbio uccnenoBaHus siBiseTCsl CpaBHUTENbHAsS
OLIGHKa KJIIOUEBBIX aCHEKTOB OOIIECHCTEMHBIX CTPECC-TECTOB B Pa3JIMYHBIX (PUHAHCOBBIX
cuctemax: 30He eBpo, BemukoOputanum, lIseiinapuu, Anonun, CIIA u Ykpaune, BbISBICHUE
CXOJCTB, pa3U4Mil M TEPCHEeKTUB JanbHelmero pa3utus. Jljis 000CHOBaHUS TEOPETHUECKUX
MOJIOKEHUH W BBIBOJOB HCHOJB3YIOTCS OOIIEHAYyYHBIE METO/bl, B TOM YHCIIE CHCTEMHBIH,
a0CTPaKTHO-IOTUYECKH TIOJIXO0M, a TakkKe MeTonabl (opMaln3aluy, aHaidu3a u 0000IIeHUs
uHpOpMalUY, CpaBHUTENbHBIN aHanu3. B xone uccnenoBanust ObUT NPOBENEH CPAaBHUTEIbHBIN
aHaJIU3 METOJIOJIOTMM CTpecC-TECTUPOBaHMs B LIeCTH cTpaHax. HayuHas 3HauMMOCTh pabOThI
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COCTOMT B CHUCTEMATH3allMM TIEPEJOBOTO ONBITA CTPECC-TECTHPOBAHUS PA3BUTHIX CTPaH H
pa3paboTKe Ha MX OCHOBE PEKOMEHIAIIMK MO YJIYYIICHHIO METOJIUKH CTPECC-TECTOB OAHKOBCKOU
cucteMbl YKpauHbl. [IeHHOCTh HCCIEIOBaHUS 3aKIIOYaeTCs B OOOCHOBAHUU HEOOXOIUMOCTH
HCIIOIB30BaTh JIYYIIHE METOABl CTPECC-TECTOB B KAayeCTBE MOIIHOTO HMHCTPYMEHTA YIPABJICHHS
pUCKaMM B MHKPOIPYICHLUMAIBHOM M  MAaKpOIPYICHUHAIBHOM IOJIUTUKE. Pe3ynbTaTsl
HCCEAOBAaHUN MOTYT OBITh MCIOJB30BaHBI HE TOJBKO B pa3pabOTKE METOJOJIOTHU CTpecc-
TECTUPOBAHUS, HO U B TEMATUYECKOM HCCIICIOBAaHUN OAHKOBCKOTO JIENa.

KiroueBble ciaoBa: ¢dunHaHcoBas ycToHymBOCTh, baszens |ll, ocHoBHO# KamwuTan,
PETYJIATUBHBIN KanuTall
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Abstract. The article aims to define the role of corporate social responsibility (CSR) system
management in entrepreneurial activity; it analyzes the main directions and levels of corporate
social responsibility and proposes measures for the phased implementation of CSR and ways to
increase the level of corporate social responsibility of Ukrainian enterprises. It is proved that the
state of development of corporate social responsibility has a direct influence on the efficiency of
functioning of business processes of the enterprise and the level of staff satisfaction with work in
the organization. As a result, it was determined that the prerequisite for creating an effective system
of implementation of corporate social responsibility in Ukraine is to create the conditions for
effective communication between government, society and business, to develop a national overall
strategy for the development of corporate social responsibility, to create common information
resource to ensure awareness of business entities in the field of practical issues of corporate social
responsibility. The practical value of implementing a corporate social responsibility strategy in
Ukraine lies in its resource potential, which, in the context of the domestic business environment, is
a significant reserve for ensuring the functioning of the entire social sphere. As the experience of
domestic entrepreneurship shows, organizations are ready to take part in solving social problems if
the state directs its efforts and resources to create a system of support for social activity of business
and appropriate infrastructure.

Keywords: corporate social responsibility, social development, stakeholders, business
reputation, charity, personnel management, consumer loyalty, environmental safety.

JEL Classification: A14, D64, D71

INTRODUCTION
In the globalization process the most competitive companies in the world are those for whom

corporate social responsibility is one of the priority corporate strategies for successful business
development. The global model of social responsibility is based on ethical business behavior. In
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Ukraine the main impetus for the implementation of corporate social responsibility policy among
domestic enterprises is moral considerations, and the main obstacles to the implementation of social
responsibility policy are the lack of finance, unstable political situation in the country, tax pressure
from the Ukrainian authorities, armed conflict in Eastern Ukraine and the imperfection of the legal
framework that could facilitate the effective implementation of this activity.

Therefore, the need for further development of CSR by domestic companies due to the
deepening of globalization processes and the intensification of competition in the domestic market,
as well as the benefits of forming and using this concept in the economic entrepreneurship of small
and medium-sized businesses in Ukraine is currently particularly important.

LITERATURE REVIEW

Theoretical questions on the use of the modern concept of social responsibility in international
business are covered in the works of V.P. Mazurenko and O.Yu. Zasenko (2012), V. Rovenskaya
and V. Linnik (2016), O.P. Gogula and I.P. Kudinova (2008). Barriers and perspectives for the
development of corporate social responsibility of Ukrainian business were considered in the
research by L. Bukharina and O. Onyshchenko (2019), V. Shyshkin (2019), A. Zinchenko and M.
Saprykina (2017).

PAPER OBJECTIVE

The purpose of the study is to analyze the main tendencies, barriers and prospects of
development of corporate social responsibility in the management system of the modern Ukrainian
enterprises and to substantiate the expediency of using CSR experience in domestic business.

RESULTS AND DISCUSSION

The concept of “corporate social responsibility” was formulated by UN Secretary-General
Kofi Annan in 1999. There is no single definition for this term. In the scientific literature, corporate
social responsibility is regarded as the application of responsible business practices that bring
beneficial effects to society and business, contributing to social, economic and environmentally
sustainable development by minimizing the negative and maximizing the positive impact of
business on society.

It also means the achievement of business success in ways that are environmentally friendly
and that take into account the moral and ethical principles of the community. In addition, corporate
social responsibility is the responsible attitude of an enterprise to its products, staff, consumers and
partners, an active social position of the company, which is expressed in the constant maintenance
of a balance between the needs of society and the activity of the organization — i.e. harmonious
coexistence, interaction and constant dialogue with society in addressing the most pressing social
issues.

In general, CSR should be understood as a policy that is purposefully and deliberately chosen
by an organization to not only function and make profit, but also to promote voluntarily the
development of modern society (V. Mazurenko and O. Zasenko, 2012). Therefore, the importance
of corporate social responsibility in the management system of a modern enterprise cannot be
underestimated. Recent research identifies five types of systemic representations of CSR (Table 1):
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Table 1
Typology of system representations of CSR

Type of system representation Basic conception
. . Understanding the system as a set of observable and indivisible quantities
Microscopic
(elements)
. Understanding the set of actions (functions) that must be performed to
Functional

fulfil the goals of the system's functioning

Characterization of the system as a whole, which is in the “system

Macroscopic o .
surroundings” (environment)

Understanding the whole system as a collection of hierarchically linked

Hierarchical
subsystems

Procedural Characteristic of the change of the system state over time

Source: compiled by authors

When building an effective corporate social responsibility management system, it is advisable
to identify requirements for evaluating the degree of its organization. These requirements include:

- system dynamism;

- determinability of system elements;

- availability of managing and managed parameters in the system;

- presence of channels of communication and feedback.

Dynamics in the CSR system means the ability to remain in a certain stable state under the
influence of external and internal factors of influence. Determinability of system elements is
expressed in the ability to interact by the managing bodies (departments), in which the activity of
one element affects other elements of the system.

A managing parameter in the CSR system is considered to be an element that enables the
coordination of the activities of individual elements and the system as a whole. The controlling
parameter does not affect the management influence of the entity, but constantly controls its status.

The presence of direct and feedback channels in the corporate social responsibility system
regulate the activities of the management apparatus for receiving and transmitting the information
flow in the development of management decisions.

The availability of feedback channels is a fundamental requirement, as CSR is firstly and
foremost a system based on continuous communication between the organization and stakeholders.

Main areas of corporate social responsibility are:

1) organizational management;

2) human rights;

3) labor practices;

4) environment;

5) honest business practices;

6) problems related to consumers;

7) participation in the life of communities and their development.

Therefore, should be noted that the phenomenon of social responsibility gives socially-
oriented entrepreneurship a moral and ethical right to exercise public authority, and the legislative
regulation of social and economic activity of enterprises legitimizes the corresponding legal status.
Accordingly, social enterprises aiming at meeting the needs of the society and participating in the
process of self-management of the social system are endowed with public authority not only by
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legislative acts, but also by their very essence (O. Onyshchenko and V. Shyshkin, 2019).

The results of international studies show that corporate social responsibility enables
organizations to enhance the image of the company and its business reputation, establish trusting
relationships with society and the state. According to a Cone / Roper survey, 78% of consumers
surveyed say they are more likely to buy products that are associated with a social initiative they
care about, and 66% are ready to change their mind about their brand. According to the Corporate
Social Responsibility Monitor, CSR factors shape the company's image by 49%, its brand by 35%,
and its financial position by only 10% (L. Bobko, 2016)

As a result of the activities of the Advisory Council on the drafting of the CSR National
Strategy in Ukraine under the Verkhovna Rada Committee on Industrial and Regulatory Policy and
Entrepreneurship, which was formed in 2009 after the committee hearings on “Development of
CSR: Ukrainian Perspectives”, the process of formalizing understanding corporate social
responsibility in our country has become the driving force behind the change in the social
perception of this concept. There are many approaches to classifying CSR stages in the
organization, but there are two main ones. In Fig. 1 the classification of stages of corporate social
responsibility of business according to the first approach is presented:

Compliance with applicable
legislation

——— Carrying out charitable activities

Stages of CSR

development _ Use of public relations

Increasing the efficiency of
business processes

L Strategic approach

Fig. 1. Stages of CSR development in enterprises
Source: modified after A. Kretova and N. Berezovskaya (2011)

Today, domestic enterprises are at different stages of developing the concept of corporate
social responsibility, but most of them are in the second out of five possible stages — the stage of
charitable activity (see Fig. 1.). This means that CSR in Ukraine needs to be developed until
domestic enterprises are at the stage of strategic CSR development, when companies define their
own social responsibility strategy, which covers the main business processes, medium and long-
term goals, establishes an appropriate monitoring system, provides tools for achieving the goals and
reporting on this activity.

The implementation of CSR policies and programs provides the development and
implementation of a deliberate strategy for managing the organization, monitoring business
processes and compiling open corporate social reporting.
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Experience has shown that it will take more than five years to achieve the high impact of
implementing a CSR strategy in the enterprise.

Another approach to classifying the stages of corporate social responsibility development is
presented in Fig. 2:

) The company is working hard to promote CSR in the business
Public stage community

!

Strategic stage

v

Functional stage ———  The company undertakes some voluntary CSR commitments

The company conducts its business in accordance with the
Legal stage expectations of the society, fixed at the legislative level

l The organization does not acknowledge its responsibility and
Defensive stage  E— denies blame for the negative impact of its activities on the
environment and society

Integration of CSR into the strategic plan of organization
development

Fig. 2. Stages of CSR organization development

Source: modified after Vneshjekonombank, 2011.

In the practices of Ukrainian enterprises the stages of development of the corporate social
responsibility system are the set of interrelated components and their elements, each of which
performs a certain set of operations, whose influence of synergistic effect under certain conditions
ensures achievement of the purpose of this mechanism (see Fig. 2).

Having analysed corporate social responsibility classification systems, it may be concluded
that the formation of an effective CSR policy management system is a complex process that takes a
long period of time and requires focused efforts by the company.

The stages of implementation of the CSR system at Ukrainian enterprises are shown in Fig. 3.

According to the Corporate Social Responsibility Business Survey conducted by the Kiev
International Institute of Sociology, it was determined that the most important impetus for the
implementation of CSR programs and activities is moral considerations, and the main obstacles to
the implementation of CSR policy are the lack of funds, unstable political situation in the country,
the imperfection of the legal framework that would facilitate this activity, and the tax pressure
(0.0Onyshchenko, 2017).

According to N. O. Shira and A. I. Ivashchenko (2013) the stages of implementation of the
CSR system at the Ukrainian enterprise are:

1. Stakeholder decision making on CSR strategy at the enterprise.

2. Correlation of CSR development strategy with the general enterprise strategy and the state

social strategy.

3. Identification of stakeholder groups involved in corporate social relations (enterprise,

state, society).
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4. Formation of support mechanism and implementation of CSR functioning. That includes:
4.1 Development and approval of CSR implementation directions.
4.2 Developing and approving drafts of the CSR implementation mechanism.
4.3 Realization of CSR implementation measures.
4.4 Development and approval of necessary documentation.
4.5 Monitoring of CSR implementation activities.
4.6 Determination of persons responsible for the implementation of CSR.
4.7 Training and consultation of responsible persons.
5. Monitoring the realization of CSR implementation directions. That includes:
5.1 Formation of a set of criteria for assessing the quality and efficiency of CSR
implementation.
5.2 Evaluation of the effectiveness of CSR directions.
5.3 Preparation and submission of CSR implementation reports.
5.4 Publication of CSR implementation reports.

At the present stage of domestic business development, 83% of enterprises implement CSR
policy. According to a survey of the popularity of CSR practices in Ukraine for the period of 2010-
2018, the most common directions of CSR policy implementation in our country are the policy of
development and improvement of staff welfare (76%), charitable assistance (51%) and assistance to
the soldiers, displaced persons and residents of the area of anti-terrorism operation (ATO) in
Ukraine (30%) (Fig. 3):

Directions for the implementation of CSR policy in Ukraine in 2018

30 %

Development and improvement of

51 % staff welfare

Charitable assistance

76 %

Fig. 3. Directions for the implementation of CSR policy in Ukraine in 2018
Source: modified after M. Zinchenko and K. Saprykin (2017)

According to business representatives in Ukraine, corporate social responsibility policy
should focus on three key aspects: developing and improving staff welfare, investing in regional
development and protecting and supporting consumers.

Corporate social responsibility is unfortunately not yet integrated into the organizational
management system of Ukrainian companies, because only 50% of organizations that practice CSR
have a well-defined corporate social responsibility strategy, 25% have the financial means to
implement an effective system of CSR management and most organizations are looking for CSR
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ideas and developing the strategy for their implementation.
The most common practices for implementing CSR programs and activities in Ukraine are

presented in Table 2.

Table 2

Practices for implementing CSR programs and activities in Ukraine

Functional sphere

Activities

Main challenges and prospects for
development

Labour relations

pay raise, white pay and bonuses

About 50% of companies provide
employees with the ability of the
flexitime or part time work and
implement career development
programs

Anti-corruption
research

funding the anti-corruption measures,
organization of an effective system for
monitoring compliance with the Ukrainian
legislation on corruption

More than a third of companies did not
bribes to solve business problems, and
as many of them are ready to donate a
share of profits to fight corruption
effectively

Environmental
responsibility

implementation of energy-saving technologies
and a waste sorting and recycling program

One third of Ukrainian enterprises did
not take environmental measures

Consumer Relations

assuring the quality of the company's product,
providing true information and advertising, staff

Most companies have already developed
a complaint management system and a

training on customer service hotline (contact centre) for consumers.

Development of
regions

fundraising for charity and assistance in

; 51% of respondents take charity events
landscaping

Thus, most multinational organizations that implement CSR consider moral considerations,
increasing staff loyalty, increasing sales and parent company requirements the main impetus for the
implementation of CSR measures. The main obstacles for companies that do not implement a
corporate social responsibility strategy are the lack of incentives of public authorities and the lack
of financial resources to implement CSR activities.

Most Ukrainian public and private companies understand CSR as:

1) assistance to ATO soldiers, residents and displaced persons from the ATO area;

2) support and protection of consumers;

3) investments in the development of the region;

4) combating corruption;

5) implementation of environmental safety measures.

The level of awareness of domestic enterprises with the OECD guidelines for multinational
companies and awareness of the creation of a National Contact Point (NCP) at the Ministry of
Economic Development and Trade of Ukraine is 15.5% and 8% respectively. Only a third of
national companies that are aware of the existence of NCPs believe that it should consider
stakeholder complaints about irresponsible business conduct. Despite this, the willingness to
cooperate with the NCP when the company is complained is high enough (75% of companies that
are aware of the NCP have declared their willingness to cooperate) (M. Zinchenko and K. Saprykin
2017).

Therefore, in order to create an effective system of implementation of corporate social
responsibility in Ukraine, first of all, it is necessary to create conditions for effective
communication between the government, society and business, to develop a national overall
strategy for CSR development and to create a common information site to ensure the awareness of
business entities in the field of practical CSR issues (V. Rovenska and V. Linnnik, 2016).
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According to the Strategy for Promoting the Development of Corporate Social Responsibility
in Ukraine for the period up to 2020, the strategic value of CSR development of Ukrainian
companies is determined by the following factors:

1. Low level of public awareness of the role of business.

2. Legal nihilism and the deformation of legal consciousness.

3. Low level of development of corporate culture of domestic organizations.

4. Terminological ambiguity.

5. Reporting of Ukrainian companies to the general public.

6. Controversial consideration of the interests of CSR.

The European experience in implementing CSR measures proves that the concept of corporate
social responsibility not only enhances the reputation of the organization, but also opens up more
opportunities for entry into new markets and provides a competitive advantage in the long run.

The development of a corporate social responsibility system in Ukrainian business will
provide a number of benefits (Table 3).

Table 3
Advantages of using CSR policy for Ukrainian enterprises

Positive effect The practice of foreign companies

A large number of foreign studies have justified the direct relationship
between the level of CSR policy and the improvement of financial
performance of the organization. According to the observation of
companies that have been practicing CSR programs and activities for 10
years, investment income increased by 9.8%, asset income — by 3.55%,
sales revenue — by 2.79%, profit — by 63.5% in comparison with the
socially irresponsible enterprises of the same sphere of activity
A great variety of the product range on the market create the conditions
under which the consumers’ product choice is influenced not only by its
quality and price, but also by the image of the organization as a socially
responsible corporation
Surveys conducted by European companies have shown that a significant
proportion of buyers are ready to change manufacturer and a brand that
would be associated with charitable causes. This figure is significant in
Increased sales and customer loyalty | many countries around the world. For example, in the UK, 86% of such
consumers were found, in Belgium — 65%, in Australia — 73%. In 1998,
28% of Britons boycotted manufacturers' products with irresponsible
corporate social policies
You are more likely to hire professionals to work in an organization that
practices effective CSR policies. Reducing staff turnover makes it possible
to reduce staff training costs
Being open to access to information about company principles and policies
regarding its staff, environment and suppliers greatly enables the public
Reduction of pressure by inspection authorities to understand the company's attitude to many topical issues.
bodies Therefore, those organizations that maintain openness and transparency in
their activities have a more stable position in relations with public
authorities

Increasing financial stability of the
enterprise

Increasing business reputation

Reducing staff turnover, increasing
staff loyalty

Source: modified after O.P. Hohulia and I.P. Kudinova (2008)

Therefore, in order to accelerate the development and modification of the CSR system of
Ukrainian entrepreneurship, the following measures are necessary:

1) formation of a permanent body with the competence to analyze the current state of CSR of
Ukrainian business and to promote its development;

2) to establish regional advisory councils on the implementation of the national strategy of
corporate social responsibility of Ukrainian business or to authorize already existing regional
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councils for such activity;

3) development of a national strategy for the development of corporate social responsibility of
business in the country;

4) normalization of the system of preferences for organizations that implement CSR policy
and implement directions of socially important programs;

5) modification of corporate governance and dissemination of CSR strategies at domestic
state and non-state enterprises;

6) creation of a single corporate social responsibility portal to ensure awareness of the
implementation of the national CSR strategy in Ukraine.

Thus, the Concept of the CSR National Strategy in Ukraine has competitive theoretical and
practical value, given the low social efficiency of public spending, combined with the disadvantages
of economic regulation.

The practical value of implementing a strategy lies in its resource potential, which, in the
context of the domestic business environment, is a significant reserve for ensuring the functioning
of the entire complex of social sphere. Domestic enterprises are ready to take part in solving social
problems if the state directs its efforts and resources to create a system of support for social activity
of business (O. Buben, 2011).

Today the business community in Ukraine is increasingly drawing attention to social projects
that is expressed in venture investment and social investing. Furthermore, the sphere of social
projects receives a greater response from the private sector. But it should be noticed that, in a crisis
economic situation, such a financial model cannot be considered stable. This led to a rethinking of
approaches to the implementation of private social projects in the country and gave impetus to the
development of social entrepreneurship in Ukraine (L. Bukharina and O. Onyshchenko, 2019).

CONCLUSION

Ukrainian enterprises are at different stages of CSR development, but most of them are in the
stage of charitable activities.

Corporate social responsibility in Ukraine needs to be developed to the level of CSR strategic
development, when companies define their own social responsibility strategy, covering the main
business processes, medium and long-term goals, implement an appropriate monitoring system,
provide tools for achieving the goals and reporting on these activities.

The main impetus for the implementation of CSR programs and activities is moral
considerations, and the main obstacles called by company are: lack of funds; unstable political
situation in the country; imperfection of the legal framework that would facilitate this activity; tax
pressure.

In order to create an effective system of implementation of corporate social responsibility in
Ukraine, first of all, it is necessary to create conditions for effective communication between the
government, society and business, to develop a national overall strategy for CSR development, to
create a single information resource for ensuring awareness of business entities in CSR practical
issues.
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YHOPABJIIHHA CUCTEMOIO KOPITIOPATUBHOI COIIAJIBHOI
BIAITIOBIJAJIBHOCTI IIIAITPUEMCTBA

Inmkin BikTop OsexcanapoBuny Onumenko OxcaHa AHATOJIIBHA
3anopizvkutl HAYIOHANLHUL YHIgepcUmem 3anopizbkuii HAYioHaNbHUL YHigepcumem
3anopigicocs, Yrpaina 3anopidcorcs, Yrpaina

IHerpor Bagum MukojiaiioBuy4 AugieBa-fpomenko Tamina EnbMmaniBHa
Xapxiscokuil HAYIOHAILHUL A2papHull 3anopizvkul HayioHarbHUL YHigepcumem
yuieepcumem im. B.B. [lokyuaesa 3anopidcorcsa, Yrpaina

Xapkie, Ykpaina

Y crarti BHU3HAUEHO POJb  YOPABIIHHA CHUCTEMOI  KOPIOPATHBHOI  COIaIbHOT
BianoBiganeHOCcT (KCB) y mianpueMHUIBKINA TISTIBHOCTI, PO3TJISHYTO OCHOBHI HampsIMU Ta PiBHI
KOPIIOPAaTHUBHOI COIIaJIbHOT BIIMOBINANBHOCTI 1 3ampPOMOHOBAHO 3aXOAU IIOJIO0 IOETAITHOTO
BIIPOBA/DKEHHSI  KOPIIOPATUBHOI  COMLIaJdbHOI  BIAMOBIAAIBHOCTI B  CHUCTEMY  YIIPaBITiHHSA
MIIMPUEMCTBOM Ta IUISAXM IiJBHUINCHHS PIBHSA KOPIOPATUBHOI COIIabHOI BIAMOBIIAIBHOCTI
BITYM3HSHUX MMANPHEMCTB. JlOBeeHO, IO CTaH PO3BUTKY KOPHOPATHUBHOI  COIiaIbHOT
BIJIMOBIAAILHOCTI Ma€ NPsIMHM BIUIMB Ha €QEKTUBHICTh (YHKIIOHYBaHHS Oi3HEC-TIPOIIECIB
MIIPUEMCTBA Ta PIBEHb 3aJI0BOJICHOCTI IEpCOHAITy poOOTOI B opradizamii. B pesymbraTi
BHU3HAUEHO, IO HEOOXIJHOK YMOBOIO [UJIsi CTBOpPEHHS €(QEKTUBHOI CHUCTEMH BIPOBAKEHHS
KOPIIOPAaTHBHOI COLIaIbHOI BIAMOBIAIILHOCTI B YKpaiHi, mepir 3a Bce, He0O0XiTHO CTBOPUTH YMOBHU
s eeKTUBHOI KOMYHIKalii MiX ypsSIOM, CYCIIIBCTBOM 1 Oi3HECOM, PO3POOHUTH HAIIOHATIBHY
3arajJibHy CTPaTeril0 PO3BUTKY KOPIOPATHBHOI COIIaJIbHOI BiAMOBINATBHOCTI, CTBOPUTU €IUHUN
iH(hopMaLiiHUN pecypc i 3a0e3nedeHHs 00i3HaHOCTI cy0’ekTiB Oi3Hecy y cdepi MpaKTUYHHX
MMUTaHb KOPIOPATHBHOI COMIadbHOI BigNOBiMambHOCTI. [IpakTWYHA IIHHICTH 3aPOBAIKECHHS
CTpaTerii KOpHmOpaTUBHOI COIiabHOI BiAMOBIAANBHOCTI B YKpaiHi mondrae y ii pecypcHOMY
MOTEHINIAJ, SKAW B YMOBaX BITYM3HSHOTO Oi3HEC CEpEIOBHINA SBISIE COOOK0 3HAYHHMA PE3epB IS
3a0e3neyeHHs] (YHKI[IOHYBaHHS BChHOTO KOMIUIEKCY coOLianbHOI cdepu. SIK CBIAUUTH MPaKTHKA
BITYM3HSAHOTO MIANPUEMHUITBA, OpraHi3alii roToBl NMPUHHATH y4acTh y BHPIIIEHHI COLIaIbHHUX
mpolJsieM, SKIIO JepraBa CIPSMY€E CBOI 3yCHIUISA Ta PECypCH Ha CTBOPEHHS CHUCTEMHU MiATPUMKHU
COLIIAJIbHOI aKTUBHOCTI O13HECY Ta BIAMOBIIHOT IHPPACTPYKTYPH.

KirouoBi cjoBa: KopropaTHBHA colliajibHa BiJMOBIJANBHICTb, PO3BUTOK CYCIIJIbCTBA,
CTEUKXONIepH, pemyTaiis Oi3Hecy, OJaroAifiHICTh, MEHEIDKMEHT TepCOoHaNy, JIOSUIbHICTD
CITO’KMBaYiB, CKOJIOT1YHA Oe3IeKa.

YIPABJEHUE CUCTEMOM KOPITIOPATUBHOM COIIUAJIBHOM
OTBETCTBEHHOCTH NPEAIPUSITUSA

IInmkua Bukrop AjlekcaHIpoOBHY Onumenko OkcaHa AHATOJILEBHA
3anopodicckuti HaYUOHANLHBIN YHUBEPCUNEM 3anopodicckuti HaYUOHANLHBIN YHUBEPCUMEM
3anopoacve, Yrkpauna 3anoposicve, Yrkpauna

IlerpoB Bagum MukonaiioBua AugieBa-fpomenko Tamina EnbMmaniBHa
XapvroscKuil HAYUOHATLHBLU A2PAPHDIL 3anopoorcckuili HaYUOHATbHLI YHUBEPCUMEM
yHusepcumem um. B.B. J[okyuaesa 3anopoorcve, Yrpauna

Xapvkos, Ykpauna

B cratee ompeneneHsl posib  YOPABICHHUS CHUCTEMOM KOPIOPaTMBHOM  COLMATIbHOU
orBerctBeHHOCTH (KCO) B mnpeanpuHUMaTeNbCKONM AESTEIbHOCTH, PAacCCMOTPEHBI OCHOBHBIE
HaIIpaBJICHUsI U YPOBHU KOPIIOPATUBHON COLIMAIIBHOM OTBETCTBEHHOCTH U IPEIJIOKEHBI MEpHI 110
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MIO3TAITHOMY BHEAPEHUIO KOPIOPaTHBHON COLIMAIbHOW OTBETCTBEHHOCTH B CUCTEMY YIIPABICHUS
NPEANPUATHEM M IIyTH IOBBILICHHWS YPOBHsS KOPIIOPATHBHOM COLMAJIBHOW OTBETCTBEHHOCTH
OTEYECTBEHHBIX KOMIIaHHMU. J[OKa3aHO, YTO COCTOSHUE pPa3BUTUA KOPHOPATHBHOW COLMAIBHOU
OTBETCTBEHHOCTH HMEET MpsMOe BIUAHUE Ha 3(P(PEKTUBHOCTh (YHKIHOHUPOBAHUS OU3HEC-
MPOIIECCOB MPEANPHUATHS U YPOBEHb YAOBJICTBOPEHHOCTH IEpCOHaa paboTol B opranm3anuu. B
pe3yiabTaTe YCTaHOBJIEHO, YTO HEOOXOIUMBIM YCIOBHEM JUIsl co3laHus 3(()EKTUBHON CUCTEMBI
BHEIPEHHSI KOPIIOPATUBHOM COI[MAIbHON OTBETCTBEHHOCTH B Y KpauHe, MPEX/Ie BCEro, HE0OX0IUMO
co3zaTh yciaoBHs Uil 3(G(EKTUBHON KOMMYHMKAlMM MEXIY IPAaBUTEILCTBOM, OOIIECTBOM MU
OouzHecoM, pa3paboTaTh HAIMOHAIBHYIO OOIIYIO CTPATErHI0 PAa3BUTHUS KOPIOPATUBHOM COIIMAJIbHON
OTBETCTBEHHOCTH,  CO3/4aTh  €IUHBIH  MH(pOpPMALMOHHBI  pecypc Uil  oOecrieueHus
OCBEZIOMJICHHOCTH CYOBEKTOB OH3Heca B cdepe NPaKTUYECKHX BOIPOCOB KOPIIOPATHBHOMN
COLIMAJIbHONW OTBETCTBEHHOCTH. lIpakTHueckas LICHHOCTh BBEICHHUS CTPATETMH KOPIIOPATUBHOMN
COLIMAJIbHOW OTBETCTBEHHOCTH B YKpauHE 3aKJIHOYAETCS B €6 PECYPCHOM INOTEHLMaje, KOTOPbIH B
YCIOBMSIX OTEUECTBEHHOM OM3HEC cpeabl MpeiacTaBiaseT coO0OW 3HAYMTENBHBIA pe3epB Ui
obecriedeHrs: (YHKIMOHMPOBAHUS BCEro KOMIUIEKca coluainbHOi chepsl. Kak mokaswpiBaeT
IIPAKTUKA OTEYECTBEHHOI'O INPEAIPUHUMATENbCTBA, OPraHU3allud TOTOBBl IPUHATH Y4YacTHE B
pELIEHNN COLMAIbHBIX IPOOJEM, €CIU TOCYIapCTBO HANpaBUT CBOM YCHUJIIMS U PECypCchl Ha
CO3JIaHME CHCTEMbl TOJJEPKKH COLHUAJIBbHOW AaKTMBHOCTM OW3HECa M COOTBETCTBYIOLICH
UHPPACTPYKTYPHI.

KiroueBble cjioBa: KOpIopaTHUBHas COLMANbHAs OTBETCTBEHHOCTh, pa3BUTHE OOIIECTBa,
CTEMKXOJ/Iephl, penyTanus OuzHeca, 0JaroTBOPUTEIBHOCTh, MEHEDKMEHT NIEPCOHAJIA, JIOSIBHOCTh
notpeduTenei, skosornueckas 0e30MacHOCTb.
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Abstract. Indonesia as a religious state has the Ministry of Religious Affairs which has a vision and

mission in realizing the Indonesian communities to be obedient, harmonious, intellectually
intelligent, emotional and spiritual as well as prosperous aspects of life community. However,
ironically, the ministry that should be the front guard of this morality, in 2012 was the
ministry with the lowest perception index version of Corruption Eradication Commission
known as KPK, and in 2014 the only ministry with the value of self under the standard of
Corruption Eradication Commission known as KPK. Ministry of Administrative and
Bureaucratic Reform has published a regulation No. 39 in 2012 on the guidelines for the
development of work culture for ministries and institutions in 2012. This research aims to
identify and analyze the policy implementation of working culture development based on
regulation Number 39 in 2012 in the Ministry of Religious Affairs and identify factors
affecting the implementation of the development policy of The Ministry of Religious Affairs.
This research is a qualitative study using descriptive-analytical techniques. This finding
shows that the Ministry of Religious Affairs has developed neither the structure of its work
culture nor the comprehensive and sustainable system of work culture as a whole.

Keywords: Ministry of Religious Affairs, Indonesian community, working culture, vision, mission
JEL Classification: Z1, K3, L5, L8

INTRODUCTION

The bureaucracy reform in Indonesia has begun in 2010. There are eight areas of change in

bureaucracy reform, namely: organization, governance, regulatory law, human resources apparatus,
supervision, accountability, public service, mindset, and working culture. One area of change is the
mindset and the culture of work (mindset and culture set). The change of mindset and culture of
work has a strategic role in organizing bureaucracy for the better. According to the Grand Design
bureaucracy reform 2010-2025, in the wave reform II, namely the year 2010-2014, the bureaucracy
in Indonesia makes government to be free from corruption, collusion and nepotism known as KKN,
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the quality of public services are increasing and capacity at once improved performance
accountability.

The Ministry of Religious Affairs has a duty to conduct governance in religious fields. The
vision of the Ministry of Religious Affairs is the realization of the Religious Society of Indonesia,
peace, intelligent, and prosperous aspects in order to realize Indonesia's as sovereignty, and
independence country based on the foundation of communal. However, ironically, the institute gets
a black note about corruption. In 2012, the Ministry of Religious Affairs was established as a
ministry with the lowest perception index of Corruption Eradication Commission version, and in
2014 only ministry with self-value under Corruption Eradication Commission standardization
(KPK, 2015).

From the side of the public complaint, from 2015 to 2017 there was a significant increase
annually as shown in the table below.

Table 1
Community Complaint at the Ministry of Religious Affairs 2015-2017

No Years Amount
2015 61
2016 295
2017 486

Source: Ministry of Religious Affairs (May 16, 2018)

The Ministry of Religious Affairs as a religious institution with the lowest integrity became
contrary to (Lerner, 1982) opinion of the religious influence on the undisputed manifestations of
morality. In addition, spirituality is important to reveal the inner and learn to recognize the impact
proposed both for professional and personal lives (S. Robbins, 2013). Malik stated that there is a
significant positive relationship between spiritual intelligence and organizational performance
(Malik and Tarig, 2016) (Osman-gani, Hashim and Ismail, 2007). Therefore, religious background
and the Ministry of Religious Affairs should be holy institutions that uphold integrity as a universal
core value.

In 2012, the Ministry of Administrative and Bureaucratic Reform has issued guidelines for the
development of the work culture and institutions. In addition, revised in 2012 with the Regulation
of Ministry of Administrative and Bureaucratic Reform Number 39 in 2012 was aimed at assisting
the development of the culture of work in the implementation of bureaucracy reform. As well as
assisting ministries/institutions and local governments to encourage changes in the attitudes and
behavior of officials and employees in their respective environment, and provide guidance on
planning, implementing and monitoring as well as evaluating the implementation of the
development of work culture.

The study of implementation is to understand what the fact shows after a program is declared
valid or formulated, while the focus of policy implementation attention, are events and activities
arising after the dismissing of the State policy guidelines, which include both efforts to administrate
it and to create real consequences/impacts on society or events (Sabatier and Mazmanian, 1980).

LITERATURE REVIEW
The problem of this research issues are as follows:

1. How the implementation of the working culture of development policy in the
Ministry of Religion does?
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2. What factors influence the implementation of the development of culture work in the
Ministry of Religion?

1. Policy Implementation

Policy implementation in principle is a way of policy achieving its objectives. There is no
more and no less. In order to implement public policy, two options exist, namely implementing in
the form of a program or through a formulation of derivation policies or derivatives of these public
policies. The implementation of a series of policies can be clearly observed, namely starting from
programs to projects and activities. Implementation studies have a focus on work programs,
operational activities of policy devices and resource allocation (Denzin and Lincoln, 2000),
organizing and leadership to achieve policy objectives (Nugroho Riant, 2017). In this
implementation, the study aims to analyze the conformity of policy implementation bases on
guidelines and procedures (Sugiyono, 2014). Besides, the other goals are to observe how to realize
and involve community in responding this policy (Jodi and Stephanie, 2015).

2. Development Policy of Working Culture

The policy of working culture development is established by the Regulation of Ministry of
Administrative and Bureaucratic Reform Number 39 in 2012. The goal of this policy is the creation
of the mindset and the working culture of the State apparatus into a culture that develops the
attitude and behavior of outcome-oriented gained from the productivity of work and high
performance to provide service to the community.

The transformation in working culture applies from the highest level to the smallest unit. The
success of cultural change is determined by organizational leader behavior. Ministries and
institutions are expected to create and develop organizational cultures that are oriented towards
improved performance through training, work unit of working evaluation and personnel,
socialization, benchmarking and learning laboratories. The development of work culture is a
systematic effort to implement the values and norms of ethical work of the State apparatus and
executed consistently in its regulation of governance tasks and services to the community. The work
culture is formed from values that have been consistently harmonized and have been socialized in
the environment of ministries/institutions as well as the internalization results expressed in the
conduct of daily work in each employee. The internalized work culture can be seen from the work
ethical shown.

The fundamental principle of work culture is the culture of work derived from the
organizational culture, the result of the internalization process of organizational values expressed in
the behavior of daily work. Culture of work is a mental attitude developed to always look for
repairs, enhancements or improvements to what has been accomplished, the work culture is
developed with the teachings of religion, Constitution, social and cultural conditions, and change of
working culture should go on. A structured, comprehensive and sustainable system with a precise
and consistent strategy, the work culture changed through organizational values changes.

The task of changing the mindset and developing a working culture in the Ministry of
Administrative and Bureaucratic Reform environment and the local government is the responsibility
of the bureaucracy reform teams in each ministry/institution; in particular, the management system
is changing. The development of work culture requires three major phases, namely the formulation
of values, implementation, and evaluation monitoring.

The formulation of value consists of five steps, namely 1) planning, 2) identifying the value,
3) identifying the sensitive area, 4) assigning the main behavior and 5) formulating how to measure
the main behavior. The implementation consists of: 1) Declaration of Value, 2) Phase of the
socialization and internalization through communication. Monitoring and evaluation must be
applied to observe how effective the progress of the work culture in development process is.
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3. The Factors Affecting The Implementation Of Cultural Development Work

Based on various previous journals formulated researchers there are four factors that affect the
implementation of cultural development, namely communication (Arianto, Zauhar and Hanafi,
2015; Sani, Mohammed, Misnan and Awang, 2012; Crews, 2013; James, 2014; Warrick, 2017; Van
der Voet, 2014; Signé, 2017; Bang, Kusuma and Utomo, 2014; Hanaysha, 2016; Hill, 2003. The
second was resources (Signé, 2017; Mattila, 2008). The third was the commitment and leadership
(Sani et al., 2012; Smith, 2003; Yuan and Lee, 2011; Signé, 2017; Hill, 2003; Crews, 2013). The
last was the value of organization (Hill, 2003; Zainuri, 2016; Wihantoro, Lowe, Cooper and
Manochin, 2015; Yaghi and Al-Jenaibi, 2018).

A Communication

Research of communication in this study used the theory of implementation of (Lawler 111 and
Worley, 2006), according to (Lawler 111 and Worley, 2006) in (Widodo, 2007) communication was
classified as “the process of delivering communicator information to the communicator”.
Information on public policy according to (Lawler 111 and Worley, 2006) in (Widodo, 2007) need to
be communicated to policy perpetrators so that policy players can know what they should prepare
and do to run the policy so that the objectives and policy objectives can be achieved in accordance
with the target (Widodo, 2007). The theory shows that policy communication has many dimensions,
such as transition dimension, clarity and consistency.

i. The dimension of transmission demanded that public policy be delivered not only to the
implementation of policies but also to the target groups of policies and other parties concerned
either directly or indirectly. Before an official can implement a decision, he must realize that a
decision has been made and an order for its implementation has been issued. The most important is
how a policy stakeholder's will understand about the policy that has been made by the center and
transfigured into various forms of implementation and clear standards of operational procedures so
that the executor can carry out duties as policies implementation that have been issued. Signing of
the regulatory context of policy become very important for the implementation of the program.

ii. The dimensions of clarity would require that if the policies are implemented as desired, then
the policy executor should not only accept the instruction manual but also the communication of the
policy should be clear. Often the instructions forwarded to the executor are blurred and do not
specify when and how a program is implemented. The obscurity of the communication message
with respect to the policy implementation will encourage incorrect interpretation.

iii. The third dimension of policy communication is consistency. If the implementation of the
policy intends to be efficient, the execution orders must be consistent and clear. Although the
commands presented to the policy executor have elements of clarity, if the order is contradicted
then the order will not facilitate the policy executor to perform its duties properly. On the other
hand, the commands of inconsistent policies will encourage executor to take very loose actions in
interpreting and implementing policies. When this happens, it will result in the ineffectiveness of
the policy implementation due to the extremely loose actions that are likely not to be used to
implement policy objectives

a. Resources

In government organizations as a public and implementing organization the administrative
policy must have a resource consisting of: “Staff, Information, Authority, Facilities” (Lawler I1l and
Worley, 2006) in (Kadarisman, Gunawan and Ismiyati, 2017).

1) Human Resources (Staffs)

Implementation of the policy will not succeed without the support of human resources
sufficient quality and quantity. The quality of human resources is related to skill, dedication,
professionalism, and competence in the field, while the number of human resources is enough to
cover the entire target group. Human resources are very influential in the success of
implementation, because without human resources, implementation of policies will run slowly.
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2) Budgetary
In the policy implementation, the budget is related to the adequacy of capital or investment in
a program or policy to guarantee this policy implementation, because, without the supporting
budget, the policy will not run effectively in reaching goals and objectives.
3) Facilities
Facility infrastructures become some of the factors that influence the implementation of the
policy. Procurement of decent facilities, such as buildings, land and office equipment will support
the success of the implementation of a program or policy.
4) Information and Authority
Information is also an important factor in the implementation of policies, especially relevant
information. While authority plays a crucial role in assuring and guarantees that, the policy is
implemented according the goal.
b. Commitment and Leadership
Commitment and leadership using the first Sabatier theory, the direction and ranking of the
objectives at the priority scale of the office. Secondly, the ability of officials in realizing these
priorities is namely, how to achieve objectives by deploying available resources (Sabatier &
Mazmanian, 1980).
c. Organization Culture
From the organizational culture, the theory uses the Robbin theory on elements of
organizational culture formation (S. Robbins, 2013) classified as the Organization's founding
philosophy, selection, top management, and socialization.

Top

management
Philosophy of Selection Organization
organization’s =~ —— criteria culture
founders
Socialization

Fig.1 How Organization’s Culture Form Source (S. Robbins, 2013)
METHODOLOGY

This study is a qualitative study with an in-depth interview method, observation, and
documentation. The analytical techniques used in this study are descriptive analytical techniques.
Interviews (included 15 employees) were conducted in the Minister of Religious Affairs as the
supreme leader, central bureaucracy reform team and head of research and development of religious
ministries, regions.

RESULT AND DISCUSSION

1.  Implementation of Working Culture Development in the Ministry of Religious
Affairs

The Ministry of Religious Affairs is one of the autonomy ministries. The Ministry of
Religious Affairs also includes vertical institutions with a total of 4,543 work areas. It is classified
into eleven Echelon Unit 1 at the central Religious ministry, 34 provincial offices, 413 Office of the
Ministry of Religious Affairs, 99 of the city's Ministry of Religious Affairs, 14 Education and
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Training Centre, and 3 Research and Development Halls, which amounted to 563 work areas.
Meanwhile, the Education unit status, consisting of 1,690 Madrasah Ibtidaiyah Negeri (MIN), 1,444
Madrasah Tsanawiyah Negeri (MTsN), 765 Madrasah Aliyah Negeri (MAN), 11 Islamic State
University (UIN). 32 State Islamic Institute ( IAIN), 14 state Islamic religious schools (STAIN), 1
State Catholic High School (STAKATN), 7 State Christian religious Colleges (STAKN), 1 Institute
of Hindu Dharma Negeri (IHDN), 3 state Hindu High Schools (STAHN), 2 Buddhist colleges Of
the State (STABN), a total of 3969 working units (Kementerian Agama RI, 2017a).

The Ministry of Religious Affairs consists of 2,776 employees at the head office (1.23%) and
223,184 employees in the area (98.77%) (Kementerian Agama RI, 2019). In 2014, the Ministry of
Religious Affairs declared that working culture classify into as follows: (1) Integrity, (2)
Professionalism, (3) innovative (4) Responsibilities and (5) Lead by example. The formulation of
the value is the result of the Focus Group Discussion of Minister of Religious Affairs with Echelon
I and 11 with a consultant of ESQ named Ary Ginandjar. The values formulated are the values
required by the Ministry of Religious Affairs in conducting bureaucracy reform.

From the fifth phases of the formulation of value, the Ministry of Religious Affairs has gone
through four processes i.e. 1) planning, 2) identifying value, 3) identifying the sensitive area, 4)
establishing the main behavior, the Ministry of Religious Affairs passed these stages as formulation
in how to measure key behaviors.

2. The Policy of the Ministry of Religious Affairs about Working Culture Value

In 2014, Minister of Religious Affairs issued Decree of the Minister of Religious Affairs No.
582 in 2017 on change the decree of Religious Minister No. 447 in 2015 Road Map of Bureaucracy
Reform of the Ministry of Religious Affairs in 2015-2019, which contains five values of working
culture. Other policies regarding the implementation strategy of the cultural value of work are
KMA No. 504 in 2018 relates to the agent for change in the Ministry of Religious Affairs as well as
the Decision of Ministry of Religious Affairs No. 536 in 2018 on the guidelines for implementing
bureaucracy reform in the Ministry of Religious Affairs.

From interviews with the bureaucracy reform team of the Ministry of Religious Affairs, the
value of the work culture not only declare a statement but also has a special duty of the Decision of
Ministry of Religious Affairs that regulates working culture. According to the illustration of
working culture, it is not regulated because of its coercive nature.

3. Bureaucracy Reform in the Ministry of Religious Affairs

Religious ministers feel the size of working culture can be seen from the results of the
evaluation of bureaucracy reform increasing annually. First in 2018, it obtained a value amount
74.02, rise in 2017 amount 73.27, then in 2016 showed the result value amount 69.14, in 2015
obtained 62.28 and 54.83. The Ministry of Religious Affairs' performance report still focuses on
budget absorption (Kementerian Agama RI, 2019).

Bureaucracy reform in the Ministry of Religious Affairs from 2010 to 2017 was an additional
task. Only in 2017, described structural regulation handles bureaucratic reform in the Ministry of
Religious Affairs. The Ministry of Religious Affairs, the task of the bureaucracy reform team in the
provincial office and the Office of the district Ministry of Religious Affairs is an additional task.

Since 2018, DIPA 2019 performance reports there were no specific budgets regarding
bureaucracy reform and the development of a working culture (Kementerian Agama RI, 2019). In
regional offices and districts, offices formed into bureaucratic teams. Nevertheless, the tasks and
functions have not yet run according to guidelines.

4. Promotion System
The process of appointment of officials in the Ministry of Religious Affairs has a new
implementing Merit system by way of open bidding on Echelon 1 and 2 in. However, the merit
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system does not apply to Echelon 3 to 4. According to the Minister of Religious Trade in the
Ministry of Religious Affairs is Caustic.

The Ministry of Religious Affairs has declared a cultural value of work but does not refer to
the Regulation of Ministry of Administrative and Bureaucratic Reform Number 39 in 2012 on the
guidelines for the development of culture work. This can be seen from the unimplemented system
of measurement of work culture and strategy that is fast and precise in the implementation of the
development of culture work.

The Ministry of Religious Affairs was able to access bureaucratic reforms. While the
evaluation of bureaucracy reform annually that applied to the central Echelon I (11 echelon work
units 1) in addition, the unit of work in the area under the Ministry of Religious Affairs is 4,532
units of work.

Factors that influence the implementation of cultural development work

1. Communication

The decision of Ministry Religious Number 504 in 2018 about Agent for Change of Ministry
of Religious Affairs and the Decision of Ministry Religious No. 536 in 2018 about implementation
guidelines of bureaucracy reform at the Ministry of Religious Affairs covering in bureaucracy
reform. From the research results, structural bureaucracy reform is only in the central Echelon 1.,
Central Java Provincial Office establish a bureaucratic reform team but only additional tasks. The
results of interviews with the bureaucracy reform team in Demak District, only the DECREE of the
team to fulfill the application data of bureaucracy reform from the center.

From the transmission dimension, the minister's working culture policy that unspecific ally
issue of Decision of Minister of Religious and the detailed rules on the implementation of the
cultural value of work will make the transmission process not well received by the implementers
and policy objectives. From the dimensions of clarity, without clear guidelines, the communities
can misunderstand communication.

As for the consistency side, the five values of the working culture that have been declared are
not considered as one of the assessments of personnel or as the code of Ethics of the Ministry of
Religious Affairs. The absence of operational indicators and instruments to make State Apparatus
does not have objective and measurable standards in carrying out five cultural values of work,
making it difficult to do an objective assessment by the leadership of the implementation of five
cultural values of work by a State Apparatus individually. In developing the work culture need
guidance and enforcement, so the implementation of the development of the culture of planned
work, structured systematically, comprehensive and sustainable. Communication strategies may
include as follows:

- Minister of Religious Affairs issued a policy on implementing and internalizing the value of
the culture of work, so implementation is coercive and has an element of law enforcement with a
clear reward system. During these five cultural values are the policy of the Ministry that cannot be
confirmed by the required official documents, such as PMA documents, the Decree of Ministry of
Religious Affairs, or other official documents related to the program of 5 cultural values of the
work.

- Internalizing with education and training.

- Developing a measurement system of work culture achievement.

2. Resources

Development of the working culture in Ministry of Administrative and Bureaucratic Reform
Number 39 in 2012 and decree of the Minister of Religious Affairs No. 582 in 2017 was the task of
the Management change of bureaucratic reform team. From 2010 to 2017, the reform team of the
central Ministry of Religious Affairs as additional authorities, in the Central Java province
bureaucratic reform team was formed in 2017, in Demak District bureaucracy reform team was
formed in 2018. At the provincial and district level the bureaucracy reform team is still an
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additional task. From interviews, the district level of reform team did not yet have a program and
was formed based on the demands of applications launched by the central bureaucracy reform team.

Since 2010 had been established bureaucratic reform, and 7 years only focused on Echelon I,
bureaucratic reforms are slow in the Ministry of Religious Affairs. This follows the publication of
the Ministry of Religious Affairs and Decision of Minister Religious Number 536 in 2018 on the
guidelines for implementing bureaucracy reform in the Ministry of Religious Affairs. The decision
of Ministry of Religious Affairs No. 504 in 2018 about the change agent guidelines on the Ministry
of Religion has not been implemented at the provincial or district level.

From an interview with bureaucracy Reform of the Ministry of Religious Affairs, the Ministry
of Administrative and Bureaucratic Reform team did not control the Regulation of Ministry of
Administrative and Bureaucratic Reform Number 39 in 2012 on the guidelines for the development
of culture work.

3. Budgetary

The policy will not run effectively in achieving goals and targets without the compacted
budget support. List of Budget Implementation (DIPA) states there is no budget on this work.

culture program (Kementerian Agama RI, 2019). At the regional and district level, with a
working unit of 8,532 areas, education as well as training so that it will change mindset and culture
of apparatus through 14 training halls in Indonesia. This is because there is no budget in the
framework of socialization and internalization of work culture in each unit of work.

The strategy taken in socialization and internalization is to communicate five cultural values
of work on each activity to the audience as one of the Standard Operating Procedure of activities in
the Ministry of Religious Affairs.

4. Facilities

The facilities in implementing five cultural values in the Ministry of Religious Affairs are
banners. In the selection of change agents, the bureaucratic reform team has created a computer-
based application to facilitate the establishment of change agents. Currently, it has not been applied
to all agents, but hopefully, the application can facilitate the selection of agent changes in each unit
of work.

As the largest vertical organization, the development of work culture needs to be facilitated
with a work culture laboratory. These policies and strategies that are applied can run effectively and
efficiently.

1) Information and Authority

Relevant and adequate information are about how to implement a policy. While authority
plays a crucial role in assuring and guarantees that, the policy is implemented according to desiring.
In terms of the development of the cultural work in the Ministry of Religious Affairs relates to
information and authority, as well as the role of Research and Development empowered. Research
on the culture of work will provide valid information regarding the achievement of work culture
value.

5. Commitment and Leadership

According to (S. Robbins, 2013), the existence of the leader will have an influence on (i) the
value he wants to accomplish, (ii) the direction of the Organization's future, (ii) showing how the
tasks are resolved. Position leaders in the process of achieving organizational objectives, therefore,
associate with the behavior displayed, skills, knowledge, and values. Research Data from the
Research and Development Agency of the Ministry of Religious Affairs provides an overview that
the leadership of each of the Ministry of religious work units has two opposite sides. In get a record
in the implementation of the program 5 (five) cultural value of work is the implementation of the
merit system in terms of recruitment, placement, and promotion of employees. It is about the
competency aspect, resulting unskilled staff that has position relate to working field (interview
results with the head of the Ministry of Religious Affairs of Research and Development in April 27,
2019).
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First, the direction and ranking are the goal at office area. Second, the Official’s skill in
realizing some of priorities (Sabatier and Mazmanian, 1980). According to Nugroho, a top
executive (in this case the Minister of Religious Affairs) who has been appointed must bring a
vision. The team they lead can only be asked to provide inputs to decode the vision (Nugroho Riant,
2017). The Ministry of Religious Affairs has the vision of “the realization of the Religious Society
of Indonesia, the pillars, intelligent and prosperous born inward in the framework of realizing the
sovereign, independent and personality based on mutual cooperation” (Kementerian Agama RI,
2017b). One of the missions in fixing the bureaucracy is to realize clean, accountable and
trustworthy governance. The objectives related to the improvement quality of development field in
religion are the implementation of the development of the effective, efficient, transparent and
accountable field of religion. Among others: (a) the Defended Exclusion Reasonable (WTP) in the
opinion of Audit Board of Indonesia known as BPK RI for the financial report of the Ministry of
Religious Affairs; (b) Increased results of the Ministry of Religious Affairs performance report; and
(c) increasing the Ministry of Religious Affairs of Reform assessment.

The results of interviews with the Minister of Religious Affairs, the supreme Leader
internalized the five cultural values of the work by relying on the consciousness of the State
Apparatus of Ministry of Religious Affairs and un-coercive. (Interview with the Minister of
Religious Affairs, April 24, 2019), the assumption of the Minister of Religious Affairs relates
culture work and code of ethics is something that is already built-in in State Apparatus, so that
unpublished rules that bind apparatus concerning five cultural values of work and no budget in
internalizing the value of working culture.

The Ministry of Religious Affairs as a ministry with the lowest corruption perception index in
2012 and the only ministry with the lowest self-value under the standard of Corruption Eradication
Commission known as KPK in 2014 had a “task” in fixing the 4543 units. Development of work
culture as a strategy in changing mindset and culture will not run well together with plan, program,
systematical, comprehensive and sustainable.

6. Organizational Culture

Robbin stated that organizational culture created by some elements of the organization's
founding philosophy, selection and top management (S. Robbins, 2013). According to Robbins
there are some questions relate to working culture in an organization (S. P. Robbins and Coulter,
2016), consists of as follows:

a. Exploring Background Checks

From the examination of the website of the Ministry of Religious Affairs and websites in
some areas, the display of Web pages has been standardized from the central Religious Ministry.
Besides showing information on activities and important news about religious affairs, each website
presents five values of working culture, the decline of illegal levy and gratification, the movement
of the mental revolution and the harmony of religious and nationalism communities. Some websites
such as District Areas of Ministry of Religious Affairs of Central Java Province and Ministry of
Religious Affairs in Demak District not display the Community complaints menu in this website.

This Ministry's related news is about corruption cases in the Ministry of Religious Affairs.
The most popular news is the hand capture operation by Corruption Eradication Commission
known as KPK related to the selection process of the Ministry of Religious institutions. The party’s
chair of the Minister of Religious Affairs was held to organize positions both of central and local
levels. In addition, the media of corruption cases in the previous Ministry of Religion, the former
Minister of Religious Affairs of President Megawati, Said Agil Husein Al Munawar, that is stated
by the Assembly of Judges by State Court of Central Jakarta in 2016. Corruption procurement of
the Qur'an laboratory equipment Madrasa in 2012, and the misuse of BPIH and the operational
fund of ministers who drag the name of the Minister of Religious Affairs, Suryadharma Ali in 2014.
(The Tribunnews, accessed 15 May 2019).

Former Irjen Ministry of Religious Affairs, M Jasin stated that in Minister of Religious
Affairs the crisis of integrity and crisis adhere to the prevailing rules. Jasin was appointed in 2012-
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2016 at Inspectorate General of Ministry of Religious Affairs after he was no longer there; he taught
more officials who get promotion in the neighborhood at the Ministry of Religious Affair is the
people once get precisely a discipline strike caused by such violation.

b. Observing the physical environment and the corporate symbols

The Ministry of Religious Affairs has a “charity sincere” logo written on the organization's
emblem. The State Apparatus' appearance and dress take an attention for their respective religious
learning. The State Apparatus are working in the Ministry of Religious Affairs is regarded by
society as a religious figure or a person who understands religious matters.

From the openness between the Offices, the Ministry of Religious Affairs does not have a gap
among task executors unit. Ministry of Religious Affairs building is dominated by green color, in
Islamic teachings green color is the preferred color of Prophet Muhammad after the color white.
Worship facilities are very well built-in the office area. Ministry of Religious Affairs generally has
a sports field. This physical condition reflects that the Ministry of Religious Affairs is a religious
institution.

C. How do you classify people you meet

Civil apparatus of the Ministry of Religious Affairs that | have encountered are to be formal
and self-defense in collecting information. The organizational hierarchy looks strict. This indicates
that the organization is a type of cultural hierarchy.

d. Observing the Guidance of Human Resource Organization itself

From the observation, the Ministry of Religious Affairs does not provide specific Human
Resources guidance to the ministry, which includes the code of conduct. Personnel development is
based on Government Regulation No. 53 in 2010. This indicates that there is no claim on the State
Apparatus at the Ministry of Religious Affairs, which differs from other ministries of the
employment Regulation.

e. Asking questions about people you meet

From the interview, the Ministry of Religious Affairs imposed open bidding for Echelon 1
and Echelon 2 beginning in 2018. Such as in, Echelon 3 and 4 that have not been treated merit
system correctly. From one of the informants, these are still based on consideration of superior
position. From the results of interviews with the head of Research and Development of the Ministry
of Religious Affairs that research Data from Research and Development provides an overview that
the leadership of each of the Ministry of Religious Affairs units has two opposite. Implementation
of the merit system in terms of recruitment, placement, and promotion of employees who are judged
does not take an attention to the competency aspect, resulting in employees who are in a certain
position has no competency and taking care of the industry.

From the explanation above, it is concluded that the Ministry of Religious Affairs has not
fully implemented the merit system in its promotional process. Of these five, the culture of the
Ministry of Religious Affairs can be concluded, namely, the Ministry of Religious Affairs is an
institution that needs attention in integrity, institutions with a type of cultural hierarchy, religious,
and yet to fully implement the merit of the system.

The development of the working culture in the Ministry of Religious Affairs has a strategic
role to fix the working culture of the institution. On the other hand, the culture of the previous real
organization when contrary to new cultural values can lead to resistance. This needs to be
identified seriously so that the implementation of the cultural value of work reaches the goal.

CONCLUSION

Based on the results of the field findings are classified into as follows:

1. Ministry of Religious Affairs is a vertical institution with has working areas amount
4543. The record of accomplishment of integrity issues makes changing mindsets and culture stated
into Ministry of Religious Affairs as a necessity.
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2. The Ministry of Religious Affair has not developed a structured, comprehensive and
sustainable work culture. The Implementation of 5 Cultural values of the Ministry of Religious
Affairs have not guided the Regulation of Ministry of Administrative and Bureaucratic Reform
Number 39 in 2012.

3. Factors that influence the implementation of five cultural values of work in the
Ministry of Religious Affairs are as follows:
a. Communication

- The absence of regulation and culture guidelines to make work culture that is not
implemented in the form of strengthening programs and support activities that are special.

- In the formulation of the value of culture, work at the Ministry of Religious Affairs is
formulating measurement of key behavior. Ministry of Religious Affairs also does not make
regulations related to the socialization or internalization process and evaluation.

- Five cultural values of work are understood differently by the State Apparatus of the
Ministry of Religious Affairs and are considered as slang or mere.

- The absence of operational indicators and instruments of State Apparatus individuals do not
have the objective and measurable standards in carrying out the five cultural values of work,
making it difficult to do objective assessments by the leadership of the implementation of five
cultural values of work by a State Apparatus individual.

b. Resources

- A legally structural reform team is the Ministry of Religious Affairs. The structure of the
bureaucratic reform team at the district level is still only an additional task. In addition, at the
district level has not been implemented program that is the task of bureaucratic reform team
function.

- Ministry of Religious Affairs has not implemented the delegation of implementation
authority and budget support, as well as other supporting facilities. So the implementation of the
cultural value of work does not work systematically.

C. Commitment and Leadership

The development of work culture in the Ministry of Religious Affairs has not been a priority
scale. In addition, the Ministry of Religious Affairs’ opinion that internalization of work culture is
not done in a cohesive, making the development of work culture understood only as a mere and
jargon. Even in List Contents of Budget, known as DIPA was not estimated the development
program of work at Ministry of Religious Affairs

d. Organizational Culture

The Ministry of Religious Affairs is, in fact, an institution that needs attention in integrity,
institutions with a type of cultural hierarchy, being religious and not yet fully implementing the
merit system. The culture is, in fact, contrary to the value of the working culture that is declared as
integrity and professionalism. This affects the implementation of the value of cultural work in the
Ministry of Religious Affairs.

SUGGESTIONS

According to the research results above, the advice for the Ministry of Religious Affairs are as
follows:

1. The Ministry of Religious Affairs issue a structured and comprehensive regulation on
the work culture that includes the implementation of the working culture that a valuation indicator
of occupational culture.

2. Planning, implementing socialization and internalization of 5 cultural values of work
on all State Apparatus of Ministry of Religious Affairs so that there are changing mindset and
working culture in past.
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3. Developing an implementation strategy of the cultural value of work in this case
involving research and development agency, so that the policy of the Ministry of Religious Affairs
IS ongoing based on the organization's necessity. The results should be considered in various
policies of the Ministry of Religious Affairs.

4. Empowering the bureaucracy reform team at each level aims to implement the
delegation of implementation authority and budget support as well as other supporting facility.
5. The Ministry of Religious Affairs enforces a merit system at all levels of Echelon's

position and assess this office so that the leader in the Ministry of Religious Affairs classify as
individual that has integrity, professional, innovative, responsible and exemplary Religious values
of the Ministry of Religion.

6. Recruiting new employees with a culture-oriented value of organizational work
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PEAJII3AIIISA TOJITUKHA PO3BUTKY TPYJOBOI KYJIBTYPU B
MIHICTEPCTBI Y CITIPABAX PEJIITII

Salma Munawwaroh Endang Larasati
Vuisepcumem Jlinonezopo Vuisepcumem [inonezopo
Cemapane, Inoonesis Cemapane, Inoouesis

Sri Suwitri Hardi Warsono
Vuisepcumem Jlinonezopo Vuisepcumem [inonezopo
Cemapane, Inoonesisn Cemapane, Inoonesisn

B Innmonesii sk peniriiHiil aepkaBi gie MiHICTEPCTBO y CIpaBax peJIirii, MiCi€l0 SKOTO €
KOOp/IiHIHAI[S 1 PO3BUTOK T'APMOHIHHKX, IHTEIEKTYaIbHUX, EMOIIHHUX 1 {yXOBHUX ACIEKTIB KHUTTS
cininbHOTH. OfHAK, 3a 1pOHI€I0 A0, MIHICTEPCTBO, K€ MajO CTOSTH Ha CTOPOXKI Li€i Mopaii, B
2012 pomi Oyno Big3HAYEHO K JEP)KAaBHHUHA OpraH 3 HAHHIDKYOIO BEPCIEI0 1HACKCY CIPHHHATTS
Kowmiciero moo BukopineHHs kopymiii, Biomoi sk KIIK, a 8 2014 po1i — eAMHUM MiHICTEPCTBOM 3
MMOKAa3HUKOM  I1HJEKCY  HIKYe  BcTaHOBIeHOro  Kowmiciero — cranmapty.  MIiHICTEpCTBO
aJIMiHICTpaTUBHOI Ta OIOpOKpaTU4HOi pedopmu omydikyBaio B 2012 pori nocranoy Ne 39 mpo
KEpiBHI IPUHIUIKA PO3BUTKY KYJIbTYpPH Ipalli Ui HEHTPAIbHUX OpraHiB BUKOHaB4UOi Biaau B 2012
poui. Mera mpencTaBiIeHOr0 HAyKOBOTO JOCIIKEHHS — BUSBUTU 1 MPOAHATI3yBaTH peaiizallito
MOJIITUKH PO3BUTKY TPYAOBOI KYIbTYpH Ha OCHOBI TosioskeHHst Ne 39 B 2012 pori B MiHicTepCTBi Yy
copaBax penirii 1 BuUSBUTH (AKTOpH, IO BIUIMBAIOTh Ha peali3alilo MOJITHKH PO3BUTKY
MinicrepctBa y cnpaBax pednirii. HaykoBa cTarTs € SKICHUM IOCITI/DKEHHSM 3 BHUKOPHUCTaHHSM
OTMHCOBO-aHATITHUYHUX METOJIB 00'€KTa JOCHIIKEHHS. 3a pe3yibTaTaMHu JOCTIIKEHHS IOBEIEHO,
mo MiHIiCTepCcTBO y crpaBax pelnirii He po3poOMIIO a Hi CTPYKTYPY TPYAOBOI KYJIBTYypH CBOTO
BiJIOMCTBA, a Hi Oy/Ib-IKO1 BCEOCSHKHOI 1 CTIMKOT CHCTEMH TPYAOBOI KYJIbTYpPH B IIJIOMY.

KuarouoBi cjoBa: MinicTtepcTBO y cropaBax penirii, iHIOHe3llCbka TrpomMana, podoya
KyJnbTypa, OaueHHs, MicCisl.

PEAJIMBAIIAA MIOJUTUKHA PASBUTHS TPYTOBOM KYJIbTYPHI B
MMUHHUCTEPCTBE 110 JEJIAM PEJIUT' N

Salma Munawwaroh Endang Larasati
Yuueepcumem /[unonezopo Yuueepcumem /[unonezopo
Cemapane, Unoonesus Cemapane, Unoonesus

Sri Suwitri Hardi Warsono
Yuueepcumem /[unonezopo Yuueepcumem /[unonezopo
Cemapane, Unoonesus Cemapane, Unoonesus

B NH0HE3nM Kak peaurno3HOM roCcyAapcTBe AEHCTBYET MHUHHMCTEPCTBO MO AEJIaM PEJIUTUH,
MHUCCUEN KOTOpPOTO SIBISETCS KOOPAWHMHALMS M Pa3BUTUE TapMOHWYHBIX, MHTEJUIEKTYaJIbHBIX,
SMOLIMOHANBHBIX M JTyXOBHBIX aCHEKTOB >XU3HM coodmiecTBa. OJHAKO, MO HUPOHUU CYIbOBI,
MHUHHCTEPCTBO, KOTOPOE JOJKHO OBUIO CTOSTh Ha CTpake 3Tod Mopanu, B 2012 romy Obu1o
OTMEYEHO B KAaY€CTBE IOCYJapCTBEHHOTO OpraHa C CaMOil HU3KOW BEpCUEW MHJIIEKCAa BOCIPHUATHS
Komuccueit no uckopenenuto koppynuuu, usectHon kak KIIK, a B 2014 rony — e1uHCTBEHHBIM
MUHHCTEPCTBOM C TIOKa3aTeleM MHJAEKCa HWKe YycraHoBiaeHHoro Kowmwuccuenn -crangapra.
MUHHCTEPCTBO aAMUHUCTPATUBHOM M OlOpoKpaTthyeckoil pedopmsbl omyobaukoBaino B 2012 roxy
noctaHoBieHre Ne 39 0 pyKOBOASIIMX MPUHIMIIAX PA3BUTUS KYJIbTYpHI TpyZAa Uil MUHUCTEPCTB U
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BegqoMcTB B 2012 ropxy. Llenp nmpencTaBieHHOIO MCCIEAOBAaHUS — BBIABUTH U MPOaHAIU3UPOBAThH
peanu3anuio MOJUTUKH Pa3BUTHS pabodeil KyabTypsl Ha ocHOBE mojoxkeHust Ne 39 B 2012 roay B
MUHHCTEPCTBE 1O JeJIaM PEIUTUU U BBIABUTH (PAKTOPHI, BIUSIONIME HA PEAIN3aLUI0 MOJUTUKU
pa3Butusg MuHHCTEpCTBA 10 JenaM penuruu. HayuHas craTes nmpeacTaBiseT co0oil KaueCTBEHHOE
MCCIIEIOBAaHHUE C HMCIIOJIb30BAaHHEM ONMUCATENbHO-aHATUTHYECKUX METOJ0B 00BEKTa MCCIIEeIOBAHMUS.
B kauecTBe pe3ynabTaTOB HCCIENOBaHUS JI0Ka3aHO, 4TO MUHHCTEPCTBO MO JieJaM PEIUTUU He
pa3paboTaio HU CTPYKTYPY TPYAOBOH KYJIBTYphl CBOETO BEAOMCTBA, HU KaKyl-Obl TO HU OBLIO
BCEOOBEMITIONIYIO U YCTOMUMBYIO CUCTEMY TPYAOBOI KYJIbTYPHI B LIETIOM.

KiroueBble cjioBa: MUHHCTEPCTBO IO JieflaM PENIUTUU, MHIOHE3UHCKas oOuinHa, pabodas
KYJIbTYpa, BUJCHUE, MUCCHS.
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Abstract. A rapid internet development and its function has become one of the most important
technologies in the world since it is very influential for human life. Considering this, one of
the paid television companies makes an integrated marketing communication using internet as
a tool for promoting its product. This study aims to know the role and strategy of various
digital marketing channels, including website, search engine marketing (SEM), online PR,
display advertising, email marketing and social media marketing in promoting product. The
methodology is descriptive qualitative using interview and participant observation. The data
were collected through documents and literature which related to digital marketing. This study
found that digital marketing strategy has important role in promoting product. The whole
digital marketing strategy, either in its planning, implementation, or evaluation, has its own
uniqueness. It showed that digital marketing strategy has been run well within the company.

Keywords: digital marketing, integrated marketing communication, promotion, marketing
communication strategy.

JEL Classification: M31, M37, M39.

INTRODUCTION

Technology has rapid development and continuous improvement which cannot be separated
with the aspect of human’s life. Technology has strong relation with internet as the most useful
technology in the world. Based on the Indonesian Internet Service Provider Associations data,
internet user keeps increasing year by year. As in 2014, the internet user had reached 88 million
people and increased for 51.8% or 132.7 million people in 2016 (Widiartanto, 2016). This showed
that most of Indonesian has already known about internet and the user will continue to increase in
future.

Technology also affects people fulfilling their desire in getting entertainment, such as in
television. Television is becoming a choice when people are getting bored or tired of their daily
routines. This lead to the appearance of paid or subscription television as a tempting business. It is
proved on the development of subscription television in Indonesia which already had various kinds
of subscription television companies, such as Nexmedia, Indovision, UseeTV (Indihome), BigTV,
K-Vision, First Media, MyRepublic, DensTV, Transvision, TopasTV, TopTV, Okevision,
Skynindo, and so on, since 90s until now.
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The competition between subscription televisions in Indonesia is very fierce. Some companies
are survived until now but some are not. Even if the market enthusiast on subscription television is a
lot but the amount of subscription television companies is also varies. They are offering their own
strength and benefit to customers due to compete with their competitors. This intense competition
makes them show their product’s ability and strength and try to create a new strategy to make
public choose their product by doing an integrated marketing communication strategy. Realizing
that, a digital era is a suitable era to start focusing on enhancing marketing communication strategy
through digital marketing or usually called as internet marketing. Internet marketing uses internet as
a business tool in which a company can give special service and user can get his needs.Internet is
not only functioned as searching and spreading information machine but more and wider than that.
The power and diversity in digital marketing will keep on developing following the creativity and
technology advance in future.

Seeing through the effectiveness and efficiency aspect, internet facilitates people to search
information easily. Meanwhile, for company, internet facilitates in operational thing or uses as
company marketing technique development. The uniqueness and the differentiation in other
communication strategy within digital marketing are rated to become a right strategy to promote
any kind of products. Therefore, this study aims to know about the digital marketing strategy in
promoting product, including website, search engine marketing (SEM), online PR, display
advertising, email marketing and social media marketing in promoting product.

LITERATURE REVIEW

a) Communication strategy

Pearce and Robinson (2008) define strategy as a group of decision and action that produce
formula and plan designed to reach organization and company targets. Roland stated that the
communication strategy is an activity or campaign which informational and persuasive in building
understanding and support on an idea, thought, or structured service. The purpose of
communication strategy according to Pace and Faules (2010) are;

- Secure understanding: to make sure the messages are delivered

- Establish acceptance: to keep building the delivered messages in a good way

- Move action: to motivate the next action

b) Integrated marketing communication

The American Association of Advertising Agency or known as the 4As claimed that the
definition of integrated marketing communication is a marketing communication planning concept
that aware with additional value from comprehensive plan. It evaluates the strategic role of various
communication disciplines such as common advertising, direct response, sales promotion and
public relation. Also, it combines some disciplines to give maximum clarity, consistency, and
communication influence (Belch and Belch, 2015). Integrated marketing communication is a
strategy which consists of various activities to deliver consistent message to public due to create
long term relationship and product value. Moreover, an exact strategy which runs through
integrated marketing communication will produce profit for company.

C) Promotional mix

Integrated marketing communication refers to the marketing communication tool. The basic
tool used within integrated marketing communication is called as promotional mix, which in
traditional concept it consists of some elements such as, advertising, sales promotion, public
relation and personal selling. However, in modern concept, the element is added with direct
marketing and digital marketing (Belch and Belch, 2015).

d) Digital marketing

Digital marketing nowadays holds important role in the development of integrated marketing
communication and often used in modern era. According to Chaffey and Chadwick (2012), digital
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marketing can be defined as a tool for reaching marketing target through digital technology
application which encompasses desktop, cellular phone, tablet, and other digital platform. Digital
marketing is a modern communication which uses internet and digital technology and has
relationship with traditional communication to achieve the goal. Therefore, in order to create a good
integrated message, digital marketing should be followed with promotional mix to make it more
optimal. Zahaydefines digital marketing as a digital technology used to facilitate the marketing
process with final purpose to create customers’ involvement and interaction (Zahay, 2015). Some
media channel of digital marketing should be optimized due to reach a beneficiary result can be
seen as below;

1. Website

Dan Morley in his article entitled “The 6 Fundamentals of digital Marketing 2016 claimed
that website is a final result from all the things done within social media, search engine and online
advertising to attract potential customer. Website is a place in which potential customer looks for
something or decides to buy for something. Kotler and Armstrong, (2012) stated that website is a
first step in doing online marketing. Website can be optimal if it owned a good hosting along with
effective link. The effective link can be rated whether it presents the company and product or it can
be remembered easily by people. Furthermore, it needs to see the content within the website since it
can attract visitor to visit the website continuously.

2. Search engine marketing

Besides website,Chaffey and Chadwick (2012) claimed that there is another digital marketing
channel which needs to be optimized due to support the digital marketing activity. Search engine
marketing or SEM is a message placement in search engine to push user visit the website. It has
function to optimize the search engine such as Google due to show the recommended website
through keywords.

3. Online PR

In integrated marketing communication strategy, public relation has role to enhance brand
message credibility and influence leader opinion or trendsetter. While online PR is public relation
who does all the things above via online. Chaffey and Chadwick (2012) said that online PR in
digital marketing means maximizing the name of company brand or in other word, letting the public
know about the product information through website, social media or third party blog. Online PR
also responds to negative news and does public relation through social media or blog.

4. Display advertising

Display advertising or known as display ads is the use of advertising in online media such as
banner advertising either in static or dynamic to enhance brand awareness. Through display ads,
internet user is pushed to click on the ads which then lead to the company website which has more
complete information on the ads (Chaffey and Chadwick, 2012). Display ads can be used to create
awareness that involve people into the direct marketing object. Display ads have various kinds and
sizes such as leader’s boards, rectangles, side panels, skyscrapers or verticals, also the form of
display ads is static, animated or ads with fast display (Belch and Belch, 2015).

5. E-mail marketing

According to Chaffey and Chadwick, e-mail marketing is usually applied in outside
communication from company to customer to push the buying demand or branding. E-mail
marketing is often used to customer within the mail list (Chaffey and Chadwick, 2012). The use of
e-mail as a promotion media can move internet user with the content inside the e-mail. The e-mail
can be filled with promotion offering which then lead the user to the website for more information

6. Social media marketing

Social media marketing is an activity to monitoring and facilitates customer’s interaction and
participation in website to push positive involvement with the company and brand. Social media
marketing is an important category of digital marketing which includes communication to customer
through social network, blog or forum (Chaffey and Chadwick, 2012). Social media is a tool that
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facilitates the communication between individuals or groups to be able to interact and exchange
information on a product. Through social media, a company can delivers message to target audience
and make a viral marketing or campaign in social media. Hence it could increase the interest of
other social media user to follow on the campaign.

METHODOLOGY

The methodology uses in this study is qualitative using descriptive approach to explain on the
digital marketing strategy used by PT.X as one of the subscription televisions in Indonesia. This
study report on the result with systematic, factual, and accurate description on facts related to digital
marketing strategy. This study uses study case to learn intensively on background problem of
condition and position that is happening and the environment interaction within. This study
observes in a very detail way on digital marketing strategy done by PT. X to promote its product
optimally. The subject is digital marketing division of PT.X. The technique on data collection is
done using primary and secondary data. The primary data is consisted of semi-structured interview
with 3 internal interviewee related with digital marketing strategy. While the secondary data is
obtained through documents, report, and various literature studies along with research article on
digital marketing. The data is analyses using reduction, display and verification technique. The data
are validated by triangulation source. Triangulation source is a digital marketing practitioner who
had experience on digital marketing for 5 years long or more.

RESULT AND DISCUSSION

The result showed that PT. X uses various kind of digital marketing channels to promote its
television subscription program to public. The digital marketing channels are consisting of website,
search engine marketing, online PR, display advertising, e-mail marketing and social media
marketing which describe as below;

1. Website

Kotler and Armstrong (2012) stated that website is the early phase in doing online marketing.
Similar to informant’s opinion who said that website is the first step to start digital marketing.
Website is made with the name of brand as the link address in order to facilitate user to mention and
remember the brand. It also facilitate user to search on search engine to look for the brand website.
Some available features in company website are filled with top program, special events, and
package. It is also filled with menu options such as channel, package, promotion, subscription and
about us until menu for registering to the subscription program. These features make website fulfill
the needs of customer and customer candidate to find out on product. The completeness of
information, start from available channels, package price, available promo and the feature to
subscribe help customer candidate easy to know about the brand. Then, after the candidate is
clicked on the product offered, the candidate can directly subscribe on television channel through
website. This will influence on the enhancement of product sales amount. For customer, website
feature also made to make customer feel comfortable by proving the whole information in a
website. From the website feature called Top Program is filled with the synopsis of best program
that is airing or will be airing soon. All features are made to make customer visit the website
regularly.

In an article entitled, “Digital Marketing and Social Media: Why Bother?” Tiago and
Verissimo (2014) said that website can be a useful tool for market in creating brand power and get
competitive profit. PT. X is not only creating complete and detail information on its product but
also provides subscription feature within the website. Thus, it can be a marketing channel. The
evaluation process done by PT. X toward the website is can be seen from the produced website
traffic. The total conversion or sales can be seen through this website. However, based on the
internal company data, PT. X has not yet reached its target on website traffic. But it does not
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happen in website conversion. PT. X has reached 1100 website conversion from 800 conversions
per month. Traffic and conversion are also help by the other digital marketing channel. Therefore
the evaluation which done by PT. X is rated as good since it showed the other types of digital
marketing channel that support the website traffic and it can be optimized more in future.

2. Search engine marketing

One of the digital marketing channels that has biggest role in contributing website traffic is
search engine marketing. It has function to optimize the spread of information and promotion in
internet. The search engine marketing in PT.X uses persuasive sentence along with promotional
description to attract internet user to click the ads in search engine. The search engine marketing
planning is started by defining the keywords to be input in search engine machine. PT. X has used
its brand name as a keyword and the other keyword is something that related with television
subscription such as television subscription, paid television, television with no satellite, and other.
According to Zahay (2015) search engine marketing is divided into two types, namely non-paid
through search engine optimization (SEO) and paid through pay per click. PT. X also uses both of
the SEM types. In SEO, PT. X optimize the blog within website and social media to increase the
keyword relevance that often used by internet user while searching on television subscription.
Meanwhile, in pay per click, PT. X uses Google AdWords which formed using persuasive sentence
to optimize the product promotion strategy.

In doing evaluation on SEM, PT. X uses real time evaluation in which every implementation
will be evaluated together with the effectiveness on keyword performance to help enhance the
website traffic. The result showed that SEM can contribute 80% traffic of the whole channels. Thus,
SEM is the biggest channel that helps website traffic. PT. X also exceed the target for 70% in SEM
which mean that the strategy of SEM has run well and succeed in supporting digital marketing goal
through website. In accordance with triangulation source that real time evaluation and testing trial
and error are evaluation that should be done in doing the digital marketing strategy due to optimize
the estimation budget.

3. Online PR

PT. X optimizes online PR as one of the digital marketing channels to support the promotion
of its product. If according to Chaffey and Chadwick online PR means maximizing the brand names
or product in website or social media, blog and third party media (Chaffey and Chadwick, 2012),
PT. X do online PR in social media and blog only. Moreover, PT. X runs offline PR such as media
relations, press conference or press release to support positive news of its brand in news portal .PT.
X also do media monitoring on positive and negative news on internet. If there is negative news, as
what happen on one of the digital marketing portal, then the customer care will handle the
complaint as soon as possible.

PT. X do online PR based on Chaffey’s and Chadwick’s opinion that is responding to
negative news in internet (Chaffey and Chadwick, 2012). If the target on complaint service is 70%,
PT. X has been handling 80% of complaint in very good way. By doing media monitoring
regularly, it will be able to handle the negative news faster. Thus it will minimize the negative news
in internet on the product and the company.

4. Display advertising

Besides online PR, another important digital marketing channel used to promote product is
display ads. Display ads have also big contribution in promoting product. Ivanova (2012) claimed
that there is positive point for integrated marketing communication if it uses internet for full media
application support, in which internet provides picture and font until voice and video in one unity of
internet advertising. Display ad is one of the digital marketing channels that adapt on it. Display ad
is delivering message or information with interesting visualization designed by PT. X. In display ad
planning through google display network or news portal website, PT. X promotes its product by
giving information on shows in its channel and makes it as an interesting visualization promotion.
PT. X also makes design visualization by using promotional price as the main design seen within
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the display ad. Therefore, it will make internet user pushed to click on the ad which then directed to
the company website that provide detail information about the product.

PT. X uses bright color for its display ads supported with interesting content image such as
soccer player to promote Sports Platinum package or cartoon to promote Kids package. PT. X also
put the price as the noticeable picture within the display ad to strengthen the promotion. It
encourages people who see the ads, interest to subscribe on the product. The effectiveness of
display ads can be seen through how much people aware and click on the ads. If the intensity
produced through display ads is big then it means that the image that carried is right and interesting.
Display ad has target on 20% traffic and PT. X has exceeded the target for 30% traffic. This can be
the standard to do other strategy in the future.

5. E-mail marketing

In e-mail marketing, PT. X uses it as interlace with customer. As Chaffey and Chadwick said
that e-mail marketing is the most used channel to inform customer about the product. By using mail
list, PT. X can directly send e-mail to its customers. Mail list in PT. X which owned by portfolio
team can be adjusted based on the customer’s target segmentation. In running e-mail marketing, PT.
X has already had planning by defining on what kind of information that will be sent through e-
mail. Then it defines the target segmentation of e-mail receiver that suit the information. For
example, information on the opening of all channels can be sent to customer who has subscribed for
a year. The portfolio team will sort the customer based on their subscription duration, thus the e-
mail which sent to them will be match with their subscription duration. After that, PT.X evaluates
the open rate from e-mail marketing to know the amount of e-mail received by customer. The target
of e-mail marketing is the open rate reach 20% but PT.X has reached 40% in open rate. This open
rate result will be the standard to fix and enhance the content creativity on e-mail to make the open
rate increase optimally in the future.

6. Social media marketing

Social media marketing is also become the digital marketing channel to promote product. In
doing social media marketing, PT. X uses three kinds of platform, namely Facebook, Twitter and
Instagram. These platforms have similar content but different posting time. The number of post is 4
times a dayin each social media, except on Twitter. It happens since twitter should update
continuously in order to make the timeline read by follower. If there is an event or promotion, the
number of post will be multiply to increase the promotion. Social media has role in spreading
various kind of information and promote the product. Through three kinds of posting that are
#Guide, #Show and #Info, PT. X has formed consistent information. #Guide as a content that give
information on product details such as how to solve troubleshooting, information on customer care
phone number, the program schedule, and the tutorial on how to make the payment. #Show is
interesting information filled with program showed in channels while #Info is the news info
nowadays. All of theese information becomes the guidelines for digital marketing team to make
content in each day. These can be the standard to reach target engagement in the form of likes for
about 8 likes for each post.

A journal entitled, “The Internet’s Impact on Integrated Marketing Communication” claimed
that one of the benefit in using internet as marketing communication strategy is can build an
interactive relationship with customer (lvanova, 2012). As in social media, the customer can
communicate with customer care to complaint or ask for product information. Hartiningsih in her
article entitled, “Internet Advertising sebagai Media KomunikasiPemasaraninteraktif” stated that
one of the internet advertising function is to build customer relationship management (Hartiningsih,
2013). PT. X has been build customer relationship management through social media by handling
customer’s complaint until help customer solve the problem. Therefore, customer will be satisfied
and spread positive issue on brand to their friend or their followers.

PT.X has been given interesting and advantage information to its customer through digital
marketing strategy via social media. By giving information on product promotion will make people
interest with to buy the product. An article entitled, “The Effects of Social Media Marketing on
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Online Consumer Behavior” explained that the involvement of customer means focus on the
customer commitment not on the transaction (Vinerean, Cetina, Dumitrescu and Tichindelan,
2013). Hence, PT. X makes promotion on soft selling and prioritizes on the content to build interest
to customer and customer candidate to the product. Arifah (2015) stated that there are some
strategies that can be implemented within social media. One of the strategies is by holding a
giveaway or quiz. PT. X has been done one of the strategies to run social media marketing in
promoting the product. The quiz is made as attractive as possible to enhance customer’s trust
toward the brand. It is proved that quiz makes the number of follower increased. However, there is
still deficiency on target engagement. Most of the posts do not reach the target engagement.

CONCLUSION

Based on the analysis on digital marketing communication strategy in PT.X, it can be
concluded that PT. X has run its strategy in a right stages, including planning, implantation, and
evaluation to reach the company’s target and goal. PT. X uses various kind of digital marketing
media channel to get beneficial result to promote the product optimally, such as website, search
engine marketing, online PR, display advertising, e-mail marketing, and social media marketing.
Therefore, the strategy on digital marketing in PT.X is declared as running well since it has
succeeded in reaching the target goal. Public can get information on the product very well through
internet. This information enhances their knowledge on product and its specialty which makes them
interest and do the subscription. Digital marketing is not only giving information to the customer
but also to customer candidate. This will support the purpose of integrated marketing
communication to produce and increase the product sales. Digital marketing has uniqueness in its
ability to get public attention faster. This makes digital marketing an exact strategy in running
integrated marketing communication in present and in future.

For further research the same topic with different objects or programs and methods are
suggested to consider. Quantitative methodology is recommended to be seen as a method that
shows how significant is the impact of digital marketing activity done by the company on public
desire to buy a product or service.
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Jlonoouncoka wkona Jlonooncoka wrona Jlonooncoka wkona
CYCRIbHUX BIOHOCUH CYCRIIbHUX GIOHOCUH CYCRIIbHUX GIOHOCUH

Jlicaxapma, Inoonesis Jicakapma, Inoonesis IDicakapma, Inoonesis

IBuakuii po3BUTOK [HTEpHETY Ta fioro GpyHKIIT cTany OAHIEIO 3 HAMBAXKITUBIIINX TEXHOIOT1i
y CBITi, OCKUIBKH Il Ay)XK€ BIUIMBAE Ha XHUTTSA JIIOJUHH. BpaxoByrouum 1me, oJHa 3 IUIATHUX
TeJIEKOMIaHIN 31HCHIOE IHTErpOBaHy MapKETUHIOBY KOMYHIKAI[il0, BUKOPUCTOBYIOUU [HTEpHET sk
IHCTPYMEHT TNPOCYBaHHS CBOro MHpoaykrTy. lle nocnmipkeHHs Mae Ha METi BHU3HAUMTHU POJb Ta
CTpAaTerilo pi3HUX KaHATIB IIU(PPOBOro MAapKETHUHTY, BKIIOUAIOYHM BeO-CailT, MApKETHHT MOUTYKOBHX
cucreM (SEM), intepHet-PR, meniapeknamy, eleKTpOHHUIN MAapKETUHI Ta MapKETUHI COLATIbHUX
Mezia y nmpocyBaHHI ToBapy. MeToomoris onucye BUKOPUCTAHHS 1HTEPB'IO Ta CIIOCTEPEKEHHS 3a
yyacHuKaMu. Jlani Oynu 3i0paHi 3a JOMOMOrOK JOKYMEHTIB Ta JITE€paTypH, IO CTOCYIOTBHCS
uuppoBoro MapkeruHry. lle mocmimkeHHS mNokazano, IO cTpareris HU(POBOrO MAPKETUHTY
BiJIirpae BaXJIMBY pOJIb Y MPOCYBaHHI ToBapy. Bes crparerist nudpoBoro MapkeTHuHry, abo B Horo
MJIaHyBaHHI, peaiisallii, abo OIiHIl, Ma€ CBOIO YHIKAIbHICTh. J{OCIIIXKEHHST BUSBUJIO, 1110 CTPATeTis
(G pPOBOro MapKETUHTY J0Ope mpaloe y komnadii. J[jist moaansmoro 1ocaiKeHHs IPOMOHY€EThCS
PO3MIISIHYTH Ty caMy TeMy 3 pI3HUMH 00'eKTamMu YH TporpamMamMu Ta Merogamu. KilbKicHy
METOAOJIOT1I0 PEKOMEHIYETHCS PO3IIIAAATH K METOJ, IKHH MOKa3ye, HACKIJIbKU CYTTEBUM € BILTUB
TUSTBHOCTI IIM(GPOBOTO MApKETHHTY, 3I1MCHIOBAHUNM KOMIIaHIED Ha OakaHHS TPOMAJICBKOCTI
npuaOaTH TOBap YU MOCIYTY.

Kuarouosi caoBa: 1udpoBuil MapKkeTUHI, IHTErpoBaHa MAapKETUHIOBA KOMYHIKAIIif,
MIPOCYBaHHS, MapKETUHIOBA KOMYHIKaIliifHa cTpaTeris
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HUPPOBASA MAPKETUHI'OBAS CTPATEI'UA JJIA TPOABUXEHUS ITPOAYKIINHN

Imelda Debby Christina Fenni Devia Roselina
Jlonoouckas wkona Jlonoouckas wkona Jlonoounckas wkona
00UeCcmMEeHHbIX OMHOUEHULL 00UeCMBEHHbIX OMHOUEHUL 00UeCmMBEeHHbIX OMHOUEHUL
JDicaxapma, Hnoonesus Iicakapma, Unoonesus IDicakapma, Unoonesus

BricTpoe pa3BuTHE HHTEPHETA U €r0 (PYHKIIMH CTAIH OJHOW U3 CAMBIX BaXKHBIX TEXHOJIOTHI B
MHUpE, TMOCKOJbKY OHM OY€Hb BaXKHBI JIJIS JKU3HU 4YEJIOBEKAa. YUHUTHIBas 3TO, OJHA M3 IUIATHBIX
TEJIEBU3UOHHBIX KOMIAHUN OCYIIECTBISET MHTETPUPOBAHHYI0 MApKETUHTOBYIO KOMMYHUKAIIHUIO,
ucnonb3yss VHTepHET Kak WHCTPYMEHT MPOABM)KEHHUS CBOETO MPOAYKTAa. OTO HCCIEIOBaHUE
HAIMpaBJIEHO Ha TO, YTOOBI Y3HATH POJIb U CTPATETHIO PA3IMYHBIX KAaHAJIOB IIU(POBOTO MAPKETUHTA,
BKJIFOYasi BeO-CalT, MapKETUHT B MOUCKOBBIX cucteMax (SEM), onnaiin-PR, Menuiinyro pekiamy,
MapKETHUHT TIO JIEKTPOHHOM MOYTE U MAPKETUHT B COLIMAIBHBIX CETSIX B MPOJIBIXKCHHUH MPOAYKTA.
MeTo0510THS ONKCHIBAET UCIOJIH30BAaHUE WHTEPBBIO M HAOIIOJEHHE 3a y4dacTHHKaMu. JlaHHbIe
OBUTH COOpaHBI C TTOMOIIBIO JOKYMEHTOB W JIUTEPATYPHI, CBSI3aHHBIX ¢ NMU(DPOBHIM MapKETHHIOM.
DTO wHccieoBaHUE IMOKa3alo, YTO cTpaTervus HU(GPOBOrOo MAapKETHHra WrpaeT BaXHYIO POJb B
MPOJBIKCHUHM TIPOAykTa. Bes crpareruss nu@poBOro MapkeTwHra, Oyabp TO IUIAaHUPOBAHHE,
peau3anus WIK OLIEHKAa, UMEET CBOI YHUKAIbHOCTh. JTO MOKa3ano, YTO CTpaTerus uQpoBOro
MapKETHHTa XOpOIIo paboTaeT BHYTPHU KOMITAHHH.

KiloueBble ciaoBa: 1HU(ppPOBOl  MAapKETUHT, HHTETPUPOBAHHBIE  MAapKETUHTOBHIE
KOMMYHUKAIUHU, TPOJBIKEHNE, MAPKETUHTOBbIE KOMMYHHUKAIIMOHHBIE CTPATET I
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Abstract. This study aims to test whether there are significant anomalies in stock returns in
Shaaban (before Ramadan), Ramadan, and Shawwal (after Ramadan) in the Indonesia Stock
Exchange (IDX). Sample was selected based on the listed companies included in the Liquid
45 indices (LQ45). Data collection is based on weekly closing price in the period 2012 till
2017. Research design followed the event studies and assumes that capital market was semi
strong. The analytical method is the Wilcoxon-test and Paired Sample T-test statistical
models with a confidence level of 95% or a = 0.05. The results showed that there was no
significant statistical difference between LQA45 returns and abnormal returns in Shaaban,
Ramadan, and Shawwal in the research period. It revealed that there was not any anomalies
effect of Ramadan in Indonesia Stock Exchange.

Keywords: event studies, Ramadan, returns, anomalies, Liquid 45, Indonesia Stock Exchange.

JEL Classification: H54, R53.

INTRODUCTION

The efficient market hypothesis (EMH) starts with the work of Eugene Francis Fama in 1970
who argued that the price of a financial asset had revealed all the information that exists in the value
of the asset (Fama, 1970). According to his hypothesis, prices will move automatically following
new information obtained by investors or capital market players, on other hand, an investor cannot
predict the price movements. However, empirical studies have concluded that there are certain days,
months, or certain other periods that appear to conflict with the efficient market hypothesis.
Empirical facts that reveal the presence of symptoms or seasonal calendar influencing the
movement of prices of financial assets called efficient market anomalies (Bodie, Kane and Marcus,
2011).The results of studies examining efficient market anomalies have discovered day-of-the-week
effects, the weekend effect, the January effect, the month-of-the-year effect, the end-of-the-tax-year
effect, and the Holiday effect.

Ramadan is fasting month is followed by Muslims around the world which is culminated with
the celebration of Eid al-Fitr (Eid). Eid is also a major holiday commemorated by Indonesian with
many festives and traditions, one of which is celebrated by homecoming moments of many
Indonesians returning to their hometowns to celebrate Eid with families who are separated because
they work in big cities like Jakarta and Surabaya. This homecoming event has become very popular
among Indonesian Muslims because flocking back home not only as celebration but also as a
manifestation of the awareness that humans will always return to the origin (Purwakananta and
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Abilawa, 2011). Besides, many Indonesian non-Muslims also use this moment for holiday vacation
to stay in touch with relatives (Chotib, 2014).

This sudden migration activity that moves millions of people from big cities to their
hometowns also an immense activity that drains the mind and energy of many Indonesian
stakeholders (Purwakananta and Abilawa, 2011). Indonesian government estimates that in 2010, as
many as 18.5 million people made homecoming, and in 2011, an estimated 26 million people
performed the homecoming ritual. Purwakananta and Abilawa (2011) also estimated in 2017 the
number of home comers at about 33 million people. This vast human movement is undoubtedly
followed by a sizeable economic movement as well. The capitalization figure in 2010 is estimated
to reach IDR 84.90 trillion and the remittances from Indonesian migrant workers around IDR 20
trillion. This figure accounts for 56% due to the costs of accommodation, tourism, and philanthropy
(alms) and 44% due to the components of transportation, consumption during travel, and souvenirs.
This figure is an extraordinary phenomenon for such a brief moment (Purwakananta and Abilawa,
2011).

Every time during Ramadan, the price of daily necessity goods always goes up and economy
in general is always heated, as indicated by the increase in inflation rate (IR), consumer price index
(CPI) and circulated hard cash or M1 money during Ramadan which has become a regular pattern
every year. Statistics from Indonesia Statistic Bureau notes that IR as a tendency of rising prices for
goods and services, and CPI as an index that calculates the average change in prices of a package of
goods and services consumed by households in a period of a specific time, from 2012 to 2017
illustrate a consistent increase (Badan Pusat Statistik, 2017). Statistics from Bank Indonesia for the
same period notes that hard cash M1 money which circulates during Ramadan, except for 2014 and
2015, is always increasing (Bank Indonesia, 2017).The agreeing comparison of month-on-month
data between IR, CPI, and M1 during Ramadan and Eid al-Fitr is visible.

Table 1
Data of Month-on-Month Increase of IR, CPI, and M1 during Ramadan and Eid
Year 2012 2013 2014 2015 2016 2017
Eid Date 18-Aug-12  7-Aug-13  27-Jul-14  15-Jul-15  5-Jul-16 25-Jun-17
IR (A %) 0.25 2.26 0.5 0.39 0.42 0.3
CPI (A index) 1.27 4 1.04 1.12 1.67 0.89
M1 (A in Billion IDR) 637 21,487  (27,200)  (7,600) 65,500 66,000

Source: (Badan Pusat Statistik, 2017).

Given the religiosity of Indonesian Muslims and the vastness of religious celebrations, it is
become essential to study whether people's moods affect the macroeconomic level. We notice that
Ramadan (as preparation of Eid) gives a shocking effect on the Indonesian economy, one moment
of economic activity that moves higher than usual, accelerating the economic turnover which should
also be reflected in the movement or performance of Indonesia’s stock market. Indonesia Stock
Exchange (IDX) serves stock trading with 567 listed companies. IDX has a trading volume of about
1,925 billion shares in 2016 and 1,578 billion as of Semester 1, 2017. The market capitalization
value was IDR 5,753 trillion in 2016 and IDR 5,829 trillion as of Semester 1, 2017. Besides, IDX
has an LQ45 Index, which is the 45 most listed companies' performance and represents 70% of the
value of trade transactions.

Therefore, the purpose of this study is to inspect potential anomalies in IDX, especially in its
LQ45 index which should be more sensitive during Ramadan. We analyze weekly average returns
in the Gregorian calendar adjusted to Hijri. The objective of this paper is to present an empirical
analysis in order to challenge the existence of efficient market anomalies in LQ45. The main
question concerning Ramadan’s effect is whether there exists any significant difference between
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LQ45’s return and abnormal return in Ramadan compared with the month before and after
Ramadan in the period of 2012 to 2017. This paper is structured as follows: it starts with an
overview of theoretical assumptions about EMH anomalies and empirical studies of the effects of
Ramadan in the stock market in Muslim majority countries, offers data and methodology, and then
presents the results of the research and provides conclusions.

LITERATURE REVIEW

Investment is a present commitment for a certain period to obtain compensation in the future.
There are at least four investment theories that have been established and are with overgrowing
support of researches conducted by many economists and investment experts, namely Efficient
Market Hypothesis, Portfolio Theory (Markowitz Portfolio Theory), Capital Asset Pricing Model
and Arbitrage Pricing Theory (Reilly and Brown, 2012). This paper observes the Efficient Market
Hypothesis (EMH), which states that a market is efficient when the price of security adjusts quickly
to new information entering the market so that the current price reflects all information related to
that security. EMH academic research has been conducted for 30 years, giving a real impact on the
investment industry in providing insight into market behavior, but also providing the most
controversial ones because pieces of evidence found are mixed or many are contradictory (Reilly
and Brown, 2012). Some conclusions support the efficient market hypothesis, and others do not.
The implications of these various conclusions need to be taken into account by investors in
measuring the intrinsic value of investment assets, analyzing investment decisions, and forming
investment portfolios.

Fama argues that there are three forms of EMH, namely the weak, semi-strong, and strong
form (Fama, 1970). The weak form EMH assumes that the current price reflects all historical
information related to the stock and the current rates of returns are not related to future profit levels.
The strong-form EHM assumes that stock prices reflect all historical, public, and private
information so that there are not any market actors that can benefit above the risk-adjusted rate of
returns. The half-strong EHM assumes that the stock price reflects all historical and public
information. One of research that examines half-strong EHM is event-studies, which examines how
quickly stock prices adjust to specific significant economic events, or in other words, whether it is
possible to invest in particular stocks after the announcement of important information (for
instance; the release of financial statements, corporate actions, fundamental economic data, major
news, etc.) and then gain significant profits. The half-strong EMH hypothesis should prove that if
investors are unlikely to benefit significantly from the entry of public information into the market,
researchers will calculate effects to the market where the return under study is compared to the
market reference return in order to identify the abnormal rate of return.

Although EMH theory states that the asset’s price value reveals all information, there are
empirical studies find that anomalies occur due to fierce competition among market actors which
make the price of securities go up too high (over-adjust) or down too low (under-adjust). So, the
market needs time to absorb new information. Also, what makes it captivating for many people to
always do research on EMH is because the studies provide evidence that supports (and does not
support) EMH in the capital markets they study.

Anomalies found in EMH encourages new development to find answers or other explanations
for those anomalies, then a new branch in financial economics emerged namely behavioral finance,
which considers psychological characteristics that affect how humans act as the market actors.
Behavioral finance believes that it can explain better some stock trading phenomena by using a
model that recognizes that market actors do not always think thoroughly rationally, it explains the
occurrence of “bias” in trading decisions. Behavioral finance assumes that the information structure
and characteristics of investors, which forms a specific market community which influences the
individual investor’s decisions as a member of said community. They assume that emotions
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influence the human brain, and it often processes information using “shortcuts” or bias (Reilly and
Brown, 2012).

One of the trading phenomena identified using behavioral finance model is noise traders.
Studies found that when there was a change in market sentiment, traders tend to move together so
that the stock price and volatility increased/decreased sharply. Noise traders tend to make decisions
by following the herd without proper or adequate analysis, or they do but adjust them to match to
the market sentiment. Their trading decisions tend to be impulsive and based on irrational
sentiment, and typically follow trends and overreact to good and bad news. These behavioral
finance phenomena may explain why there are some events/moments, which create an impact on
market returns.

Research that examines the influence of Ramadan and Eid on the stock market has been
widely carried out by previous researchers. Al-Hajieh, Redhead, and Rodgers(2011) found that
during 1997 to 2007 research period there were Ramadan effects in Jordan's ASE (Amman Stock
Exchange), BIST (Borsa Istanbul) Turkey, EGX (Egyptian Exchange) Egypt, IDX (Indonesia Stock
Exchange), KUSE (Kuwait Stock Exchange), but there is no Ramadan effect in TAD (Tadawul) of
Saudi Arabia and BASE (Bahrain Bourse).Weber and Nickol found that during 1980 to 2015 study
period there were Ramadan effects on the ADX (Abu Dhabi Securities Exchange), BIST (Borsa
Istanbul) Turkey, BVMT (Bourse des Valeurs Mobiliéres de Tunis) Tunisia, CSE (Chittagong
Stock Exchange) Bangladesh, DFM (Dubai Financial Market), QE (Qatar Exchange), and TSE
(Tehran Stock Exchange) (Weber & Nickol, 2016). As for IDX (Indonesia Stock Exchange), Weber
and Nickol did not found the Ramadan effect, but instead, they found that in Shaaban and Zulgida,
IDX had a significant stock return (Weber & Nickol, 2016). According to this research, IDX market
players seem to have anticipated the economic heat of Ramadan and Eid by buying in Shaaban and
taking profit action during Ramadan.

Alturki and Khan (2015) did not found the Ramadan effect in the Tadawul All Share Index
(TASI) of the Saudi Stock Exchange (Tadawul) with data from 2000 till 2014. Igbal, Kouser, and
Azeem (2013) found the Ramadan-effect while researched the Karachi Stock Exchange 100 Index
(KSE-100 Index) within the period 1992 till 2011. McGowan and Jakob (2010) conducted a study
on the Shariah Index (SI) of the Kuala Lumpur Stock Exchange (KLSE) with sample period from
2000 till 2003 concluded that there was no economic stimulus prominent during Ramadan and Eid
which may affect the SI index.

Besides those aforementioned Ramadan-effect researches, some other researchers have
conducted studies on whether there are abnormal return patterns caused by any event of cultural
tradition in other countries. Guo and Wang (2007) examined the Shanghai Stock Exchange during
the sample period from 1992 till 2006, concluding that there was a March effect because there was a
Chinese New Year when many companies gave their employees the benefits of increasing public
consumption during the month, which in turn increased stock performance. Moosa examined the
Kuwait Stock Exchange for the 1996-2005 period, revealing that there was significant seasonality in
June, that the average return monthly stock that occurred in June was higher than in other months
(Moosa, 2010). The main explanation put forward for this phenomenon is that the harsh climatic
conditions in the summer of July and August significantly forced the proportion of the population of
Kuwait (and hence stock traders) to leave the country for an overseas holiday. Before holiday the
traders accumulate shares, causing upward pressure on stock prices and creating the June effect,
besides which many issuers issue interim financial reports in June that affect traders' decisions.

Chan, Khanthavit, and Thomas (1996) conducted an intensive research in the Kuala Lumpur
Stock Exchange (KLSE) Composite Index during 1972-1992, Stock Exchange of Singapore (SES)
Strait Times Industrial Index during 1969-1992, and Stock Exchange of Thailand (SET) Index
during 1975-1991, and found that the excess returns in Chinese New Year were positive and
statistically significant. The practices of issuing cash bonuses during Chinese New Year may
depress stock prices before the holiday with prices returning to normal afterwards.
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Perez provides an analysis of Apple Inc. (AAPL) stock return traded on the NYSE, using a
sampling period from 2001 to 2010. During these ten years, statistically, the stock return in
September was very significant. Apple was known to issue new products in September, which
approached several holidays in the United States such as Thanksgiving, Halloween, Black Friday,
and Christmas (Perez, 2011).There was a negative return in November and a positive return in May
at the Damascus Securities Exchange (DSE) index during 2010 to 2015 due to the fiscal year-end
for nearly all firms at DSE is December, and dividends payments which are usually in May. In
Borsa Istanbul (BIST) within 2003 to 2012 period, investors seem to take long positions in the
middle of the month and release their shares at the end of the month and the beginning of the
following month.

Yatiwella and De Silva (2011) claimed that during 1985-2005 All Share The Colombo Stock
Exchange Price Index (ASPI) had been significantly affected by domestic political crisis and the
global economic crisis. Jakobsson and Henriksson (2010) suspected that during 2003-2010,
Swedish tax policy affects the OMXS30 index of Swedish Nasdaqg OMX’s negative stock return in
January. Simonsen and Lifjeld (2015) found classic positive January-effect in the Oslo Stock
Exchange (OSE) during 1980-2014, Atsin (2015) did not found January effect 'in the Johannesburg
Stock Exchange in South Africa during 2002-2013, but found significant weekend effect in small
and mid-cap stock issuer.

METHODOLOGY

This study was conducted to determine whether Ramadan has effects on the IDX. The
timeline observed in this study is from 2012 till 2017, and were solved LQ45 as the sample with an
assumption that this index contains the most actively traded stocks on IDX, hence, the price
movements tend to be more sensitive. The methodology used is event studies, designed to detect the
Ramadan effects toward the LQ45 movement during Shaaban, Ramadan, and Shawwal. Unlike
event studies that examine stock-splits, where one can measure the impact of stock-splits on stock
returns by comparing returns on dates before and after stock split announcements; to measure the
impact of Ramadan we use a slightly different method. Eid celebration, according to our
observations, is a religious process that starts from the beginning of Ramadan, culminates on Eid's
day and ends with the tradition of celebrating Eid, therefore, it is presumed that one will not be able
to catch upon abrupt changes of the LQ45 movement. Thus, we come to a consideration that the
effect of Ramadan (Eid) is more detectable if it is compared the LQ45 returns that occur in the
months before the Eid season, to the ones on Eid, and to the ones on the after Eid.

We have designed three models to detect the Ramadan effect. First, stock returns that occur
during Shaaban with Ramadan, which means returns that occur during the normal month are
compared with those manifested during the month of the economic boom due to Eid's anticipation.
Second, returns that occur during Ramadan are compared with Shawwal, where researcher will
expose the difference between returns that occur during the economic boom with the months after.
Finally, researcher compares the returns between Shaaban and Shawwal, in order to anticipate the
findings of Weber and Nickol (2016) that IDX in Shaaban experienced a significant return. Figure 1
illustrates the framework of our methodology. Hypothesis provided as the framework in this
particular study is null hypothesis (Ho) is that there is no significant difference in LQ45 returns and
LQ45 abnormal returns during the month of Ramadan compared to the previous month (Shaaban),
during the month of Ramadan compared to the following month (Shawwal), and during the Shaaban
compared Shawwal throughout the period 2012 till 2017.
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Rit&AR; LQ45 Diff Test 1 Rit&AR; LQ45 Diff Test 2 Ri&AR; LQ45
Shaaban -« » Ramadan " Shawwal
A normal trading month 1% of Ramadhan accustomed trading month during 1% of Shawwal as  normal trading month A
before Ramadan. as event Ramadan, beginning of Eid festive. event differentiator ~ after Ramadan.
differentiator
Diff Test 3

Entire Ramadan as event
differentiator

Fig. 1. Framework Methodology

We employ difference-test statistic to find out any significant LQ45 returns, which are
contributed from Ramadan moments from 2012 till 2017. We calculate returns Rj; (returns of i, in
corresponding period time of t) by the natural logarithm of averages of daily returns in week w(Py,)
compared to those in week w-1 (Py.1) as follows:

Rie = In () &)

Py_1

We calculate abnormal returns ARy weighing LQ45 against Indonesia Stock Exchange
Composite Index (IHSG) of the corresponding week as follows:

AR, = [ (-2Z2) — in (=2 )| x 100 )

LQ45y_1 IHSGyy_q

If Rit produces a negative number, we transform that into the smallest positive value, 0.0001.

After that, we classify those Rj; and AR; according to their respected month Shaaban (SYB),
Ramadan (RMD), and Shawwal (SYW). We believe those grouping can be adequate in detecting
Ramadan influence in LQ45 returns, in which we will study the stock returns performance before,
during, and after Ramadan. We believe that the Eid as the cut-off date for this study will be better
observed its influence if we employ a broader examination window. Consumer tends to look
forward to Eid-day about two weeks before, and corporations usually anticipate a month before.

We conduct normality testing to ensure that variables used in this research have normal
distribution properties using the Kolmogorov-Smirnov test with a significance level of 0.05 (p-
value> 0.05) as an indicator that the research variables are normally distributed. Next, we work out
hypothesis testing with three paired sample t-test statistical models as follows:

Rrmp—RsyB
t, = , (3)
s2 s2
RMD |\, (2SBN
MRMD NSBN

where t; tests the difference between returns before Ramadan (Shaaban) and during
Ramadan;

= Rrmp—Rsyw (4)
52 s2
RMD |, (Ssyw
NRMD nsyw

where t, tests the difference between returns before Ramadan and after Ramadan (Shawwal);
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and

Rspn—Rsyw
tz = ®)
52 52
SBN |, [ 2SBN
nSBN nsyw

where t;3 tests the difference between returns during Shawwal and Shawwal. As well the
notationRpyp , Rsgy » andRgyy, are variable mean of return during Shaaban, Ramadan, and
Shawwal; S3,,p , S2gy ,andS&,, are variants of returns; and nguyp , Nsgn ,dan ngyy, are number of
sample observations during the corresponding month.

Then we conduct this research’s hypothesis testing, using F-test and t-test. Statistical F-test
will show whether all variables included in the model have a mutual influence with level of
significance at o = 5%. This means that if the p-value (sig) is less than 5%, then all independent
variable has a significant effect on the dependent variable. The t-test shows how strong the
influence of independent variable individually in explaining the variation of the dependent variable
with level of significance at o = 5%. This means that if the p-value (sig) is less than 5%, then the
independent variables have a significant effect on the dependent variable.

RESULTS AND DISCUSSION

The Liquid 45 (LQ45) index launched by IDX on February 24, 1997, consists of 45 stocks
with the largest capitalization and highest trading volume. Sitting in the ranks of LQ45 is an honor
for a company because it signifies the confidence of capital market and recognition of the
company’s excellent level of liquidity and market capitalization. LQ45 covers at least 70% of the
stock market capitalization value and transaction value on the IDX.

During the period of our research from 2012 till 2017, there were 1,458 trading days with 238
to 246 days for each year, with total of 309 weeks, and throughout the observation period, the LQ45
index generally tends to experience a positive trend as Figure 2. We also add several markers to
indicate month of Shaaban (checkered), Ramadan (flat-line), and Shawwal (diagonal-line). At first
glance, except for 2015, all marker shows uptrend for Ramadan.
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Figure 2. LQ45 Movement 2012-2017
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Table 2 presents summary statistics of weekly R;; and AR; which the sample mean, median,
minimum, maximum, standard deviation, skewness, and kurtosis are reported. The mean returns are
modest, while LQ45’s abnormal returns actually underperform against IHSG; also the mean returns
in Shaaban are negative, in Ramadan are positive, and in Shawwal are negative also alike as the
abnormal returns.

Table 2
Rit and AR; LQ45 2012 to 2017 Descriptive Statistic
Rit AR, Shaaban Ramadan Shawwal
Rit ARy Rit ARy Rit ARy
Mean 0.001526 -0.000119 -0.000921 -0.000085 0.001326 0.000261 -0.000964 -0.000193

Median 0.002238 -0.000474 -0.001641 -0.000134 0.000704 0.000132 0.000808 -0.000088
Minimum -0.096201 -0.022769 -0.015098 -0.003523 -0.005518 -0.001548 -0.028432 -0.002496
Maximum 0.117747 0.030950 0.017921 0.004689 0.009178 0.002769 0.009470 0.001749
Std. Dev.  0.024565 0.006143 0.006850 0.001555 0.003584 0.001131 0.007451 0.001056
Skewness 0.034082 0.423622 0.370020 0.681868 0.450165 0.787894 -2.236404 -0.462948
Kurtosis ~ 3.205445 3.076340 2.150515 3.636489 0.154379 0.436782 7.536104 -0.042491
N 309 309 24 24 24 24 24 24

Table 3 presents the Kolmogorov-Smirnov normality test which shows the result for Rjsig
as 0,000, therefore, R;; data sample is not normally distributed, consequently we will employ non-
parametric Wilcoxon two related sample test for hypothesis testing instead of paired sample t-test
statistical model. A different result was obtained for AR;with sig. 0.187 which means the data is
normally distributed, and we will retain using paired sample t-test statistical model.

Table 3
One-Sample Kolmogorov-Smirnov Normality Test R;; and AR; LQ45

Rit AR
N 72 72
Normal Parameters*® Mean -0.000006 -0.000006
Std. Dev. 0.001264  0.001264
Most Extreme Differences  Absolute 0.094 0.094
Positive 0.094 0.094
Negative -0.084 -0.084
Test Statistic 0.157 0.094
Asymp. Sig. (2-tailed) .000° .187°

a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.

Decision-making for R;j; hypothesis based on the significance of Wilcoxon two related sample
test in condition whether the p-value> 0.05, thenHy is accepted and if p-value <0.05, then Hyg is
rejected. Table 4 shows Pair 1 of Rj:Shaaban compared to Rj{Ramadan with p-value= 0.072, Pair 2
of Rjt Ramadan against R;; Shawwal with p-value = 0.241, and Pair 3 of R;; Shaaban in contrast to
Rit Syawal with p-value = 0.732.The p-value of all three models produced a number greater than the
threshold of a decision in rejecting null hypothesis. Therefore, there is no difference of Rj; in
Shaaban, Ramadan, and Shawwal, hence the null hypothesis retained.
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Table 4
Related-Samples Wilcoxon Signed Rank Test Result for Rj; LQ45

Null Hypothesis: the median

jpatels of differences between 51g.
Pair 1 Sbn - Rmd .072
Pair 2 Rmd — Syw 241
Pair 3 Shn - Syw 132

The paired sample t-test result significance also in condition whether the p-value > 0.05, then
Ho is accepted and if p-value <0.05, then Hy is rejected, and t-test decision making based on t-table
criteria in condition whether t-arithmetic < t table, then Hy accepted and if t-arithmetic > t-table,
then Hy rejected, in this research t table for df = 23 and probability = 0.05 is 1.71387. Table 5
presents Pair 1 of AR; Shaaban against AR; Ramadan, mean returns that occurs between the two
months is only -0.03% with p-value = 0.359, and t value = -0936. Pair 2 of AR;Ramadan compared
to AR; Shawwal shows mean returns 0.04% with p-value = 0.143 and t-value = 1.515. Pair 3 of AR;
Shaaban against AR; Shawwal shows mean returns 0.01% with p-value = 0.778 and t-value = 0.286.
Also, in the test for AR;, we found that both p-value and t-value in three models shows a number
greater than the threshold of the decision in rejecting the null hypothesis. Therefore, similar as Rj;
that there is no difference of AR; in Shaaban, Ramadan, and Shawwal, hence the null hypothesis
retained.

Table 5
Paired Sample t-test Result for AR; LQ45
Paired Differences
95% Confidence .
AR, Vean std. ;trdo'r Interval of the t df St;?IeEjz)
Deviation Difference
Mean
Lower Upper

Pair1 Shn - Rmd -0.000346 0.001809 0.000369  -0.001110 0.000418 -0.936 23 0.359
Pair2 Rmd - Syw 0.000454 0.001467 0.000300 -0.000166 0.001073 1515 23 0.143
Pair 3 Shn - Syw 0.000108 0.001853 0.000378  -0.000674 0.000890 0.286 23 0.778

Based on the results of the hypothesis testing, both R;; and AR from all three pair models do
not meet the significance required so that the null hypothesis Hy accepted and the alternative
hypothesis H; rejected. The null hypothesis concluded that there was no significant difference in
LQ45 returns and abnormal returns during the month of Ramadan compared to the earlier month
(Shaaban) and later month (Shawwal) throughout 2012 to 2017 period. The similar condition is
experienced by comparison of Rj; and AR; in Shaaban and Shawwal. This result concludes that
Ramadan do not affect the LQ45 stocks price movement. This research suspects that the rising
temperature of the economy during Ramadan as preparation for Eid was not reflected in its
influence on stock market price movements in Indonesia. Thus, it was found that the quantitative
phenomena observed such as the M1 money supply, the inflation rate, and the Consumer Price
Index, as well as the qualitative phenomena observed such as the tradition of Eid al-Fitr celebrations
and the Eid homecoming tradition were not detected affecting the performance of LQ45. Although
we assuming that LQ45 stocks should be directly or indirectly benefited from the increased
economic circulation that occurs during Ramadan, the phenomena observed did not attract the
attention of market players.

Comparison of R and AR; in Shaaban against Ramadan, wherein assuming that Shaaban
applies regular trade, whereas Ramadan applies trade that increases due to anticipation of Eid did
not occur in our study. Then comparison of R;; and AR; in Ramadan against Shawwal, where it is
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assumed that after Ramadan the market cools down and takes profit in Shawwal also did not happen
in our study. Finally, comparison of Rj; and AR in Shaaban and Shawwal as anticipation for Weber
and Nickol (2016) finding that in Shaaban and Zulgida, IDX had a significant stock return, did not
produce significant result as there is no difference between Shaaban against both Ramadan and
Shawwal. These conditions found are the same as the result of McGowan and Jacob's (2010)
research that did not find significant influence of Eid on the Sharia Index in the Kuala Lumpur
Stock Exchange in 2000-2003; accordingly, there are similarities in the behavior of the capital
market between Indonesia and Malaysia during Eid. The same condition also occurred in Saudi
Arabia, Alturki and Khan (2015) conclude than there was no Ramadan effect in the Tadawul All
Share Index (TASI) from 2000 till 2014.

The result of this study supports the half-strong EMH hypothesis which assumes that prices
reflect all historical and public information, where the result proves that the future rate of return is
impossible to predict using current public information. Besides, the results also unable to support
the behavioral finance hypothesis, because there is no behavioral bias which may be influenced by
Eid, experienced by market players in buying and selling decisions on IDX. Perhaps Eid has no
influence on the information structure and the social-cultural collective character of market
participants who jointly invest in IDX. This result means that during Ramadan, the market
participants do not have a different behavioral pattern with the other months, or the market trading
decision making employs variables other than Eid.

CONCLUSION

This research is an event study which examines whether prices adjust to specific significant
economic events, which in this case is Ramadan. The aim of this study is to give more insight into
the perennial question concerning the existence of EMH anomalies. We have chosen the analysis of
potential calendar effect on the Indonesian stock market because there is an opportunity to observe
the stock market movement by taking into account Ramadan. Also, we want to know whether
behavioral finance supports this market, where religious festivals lead to a beautiful feeling among
Muslims which will influence investment decision making. In the spirit of Eid which is an essential
social-cultural event in Indonesia, we use t-test to examine Eid effect. Our analysis failed to provide
empirical result that supports the presence of Ramadan influence in LQ45. Although it appears that
Ramadan and Eid's festivals are accompanied by the rising of inflation rate, consumer price indices
and the M1 money supply, it is not enough to attract the attention of market player.

These findings can be explained for some reasons. First, Ramadan has been anticipated every
year and has already been considered as an annual routine activity and reflected in year-end
financial statements. In other words, Ramadan and Eid festivals are expected to happen to provide
reasonable profits to the business. Therefore, there are no abnormal returns expected by market
players. Second, the Indonesian stock market coverage is still relatively small as many businesses
that benefited from Ramadan festivals have not listed the company in stock market, yet. Also, while
the stock market is a good barometer for the country economic performance, in Indonesia, the use
of stock market index still requires larger room to grow to develop into useful parameter. Last, it is
susceptive that companies listed in LQ45 have different return trends, perhaps in the same period,
some have positive returns, and the others does not. Thus the combined stock price in LQ45 looked
as if there were no significant price movements because there were trade-offs between profited
stocks and suffered losses stocks. Hence it is proposed that future research be carried out at a more
detailed level which takes samples of individual listed companies in LQ45.In short, the Ramadan
and Eid festivals in Indonesia is not a significant event which can open the opportunity to get a
substantial profit in Indonesia stock market, or in theory, can lead to an EMH calendar effect
anomaly.
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However, we are aware that our results about Ramadan effect will be different from other
research which use different statistical methods and observation windows. The effect of Eid on
LQ45 might be more visible if the study uses a broader observation period, for example, more than
ten years. Besides, Eid effect might be more detectable if the study looks at the magnitude of trade
volumes changes that occur during the observation window. Future research can add other variables
such as trading volume to detect differences in Shaaban, Ramadan, and Shawwal, using specific
individual stock in LQA45 list as samples might better to detect whether Ramadan has impact to
specific companies’ business activities, and researchers can using broader windows like month-of-
the-year effect and other EMH anomalies such as size effect. Those alternatives are important
questions that deserve further research. The result might be useful for investors, as we confirm
Ramadan effect to LQ45 so that they are expected could use it as a reference in strategic, timing,
and tactical asset allocation planning, and to review the performance of the optimal stocks portfolio.
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BUBYEHHS BILJIMBY PAMAJIAHY HA JIAJBHICTH IHAOHE3IMCBHKOI

®OHJI0BOI BIPXKI
Bimo Galuh Saputro Ahmad Wiwik Utami
Yniseepcumem Mepxky-byana Yuisepcumem Mepxy-byana
IDicaxapma, Inoonesis JDicaxapma, Inoonesis

Jlane fmOCHiDKEHHS CHOpsIMOBaHE Ha TIEPEeBIPKY HASBHOCTI ICTOTHUX BIIXWICHb B
npubytkoBocti akuiii B Illaabani (mo Pamanany), Pamamani i IllaBBani (micnst Pamamany) Ha
Innonesiticekint ponmosiin Oipxki (IDX). JlocmimkeHHs MPOBOAMIOCS HA OCHOBI JaHUX KOMITaHIMH,
BKitoueHux 1o iHaekciB Liquid 45 (LQ45). 36ip i aHami3 JaHUX 3aCHOBaHI Ha 3HAYCHHSIX
HIOTHOKHEBOI IIHU 3aKpUTTA Oipki B mepiox 3 2012 mo 2017 poku. MeTomonoris TOCHiIKeHHS
nependadae aHami3 BIAMOBIAHMX TMOMIA 3a yMOBH IIOMIPHOTO BIUIMBY PHUHKY Kamitamy. Y
JOCTIKEHH1 BUKOPUCTaH] TaKi aHATITHYHI METO/H, SIK: KpuTepii YinkokcoHa i [Tapuuii t-kpurepiii
3 piBHeM pocrtoBipHOCTI 95% ab6o o = 0,05. PesympraTu BUSBWIM BiJCYTHICTH 3HAYHOI
CTaTUCTUYHOI pi3HUI MK npuOyTkoBicTiIO LQ45 1 mpubyrtkoBicTio B Illaabani, Pamanmani i
[laBBam B gocmipkyBaHui mepioa. B xomi mocmimkeHHs 3'acyBanocs, mo Pamaman He mae
ICTOTHOTO BIUIMBY Ha JiSJIbHICTh [HAOHE31CHKIN (OHIOBOT OipiKi.

Karouosi ciaoBa: nocmimkenns, Pamanan, noxin, BimxwieHHs, Liquid 45, Innonesiiichka
dhongoBa Oipxa

W3YYEHUE BJIMSHUS PAMAJIAHA HA JESTEJIBHOCTH HHIOHE3UIHCKON

®OHJ0BOH BUPKHU
Bimo Galuh Saputro Ahmad Wiwik Utami
Yuueepcumem Mepxy-byana Yuueepcumem Mepxy-byana
Iicakapma, HUnoonesus JDicakapma, Unoonesus

JlaHHOE HCClIeI0BaHUE HAIPABICHO HA IMPOBEPKY HAJIM4YMS CYIIECTBEHHBIX OTKJIOHEHMH B
noxonaHoctu akmuii B Illaabane (mo Pamanmana), Pamanane w IllaBanme (mocne Pamanana) nHa
WNnnoneswmiickoii donmoBoii Oupxe (IDX). HMccnemoBanume MNpoBOIMIOCHE HA OCHOBE JIaHHBIX
KOMIIaHU#, BKIOYeHHbIX B mHAEKCHl Liquid 45 (LQ45). COop u aHanu3 JaHHBIX OCHOBAaHbI Ha
3HAYECHUSAX €KEHENeNbHOM LeHbl 3aKpbITHs Oupku B nepuox ¢ 2012 mo 2017 rox. Meroponorus
UCCIIEIOBaHMs TPEANoiaraeT aHalW3 COOTBETCTBYIOIIMX COOBITUH MpPH YCIOBUU YMEPEHHOTO
BIUSHUSA pBIHKA KanuTana. B uccieqoBaHMM UCIOIb30BaHbl TAKUE aHATUTHUECKUE METOABI, Kak:
Kputepun YunkokcoHa u [lapuslil t-kputepuii ¢ ypoBHeMm pocroBepHocTH 95% wimm a = 0,05.
Pe3ynbTarhl BBISIBUWIM OTCYTCTBUE 3HAYUTEIBHON CTATHUCTUYECKOW Pa3HULBI MEXKIY JOXOIHOCTBIO
LQ45 u nmoxomuocthio B Illaabane, Pamamane u IllaBBane B ucciemyemblii mepuoa. B xoxe
UCCIIEIOBAaHMsI  BBUICHUIIOCh, 4YTO PamagaH He OKa3bIBaeT CyLIECTBEHHOro »¢dekra Ha
nesTenbHOCTh MIHI0HE3nICKOM (POHA0BOM OUPKH.

KawueBble cioBa: wuccienoBanue, Pamanan, poxox, otkioHeHus, Liquid 45,
WNunoneswniickas hoHgoBas Ouprka
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Abstract. The relevance of implementing the principles of product safety management caused by
the necessity to implement this standard by the Ukrainian enterprises while forming the image
of a safe food producer, thereby expressing a serious attitude to the opinion and health of
consumers. An equally important effect of the implementation of this standard is the
investment attractiveness of the company and the ability to enter the foreign market. Thus,
Ukrainian products will be in demand by consumers in the foreign market due to decent
quality and affordable prices. Analysis of the prospects for the implementation of the HACCP
standard will allow the company to interest the consumer in the purchase of coffee products,
reduce the cost of its production, expand its product portfolio and increase distribution
channels. The article aims to study the benefits for the company from the application of
HACCP, to characterize the process of its implementation and to provide a typical example of
real deviations in the designed enterprise models. Methodology: during the study, a
qualitative analysis of the existing DSTU ISO 22000: 2007 standard was carried out, as well
as the analysis of the existing deviations of coffee production. The scientific significance of
the study lies in the fact that, based on the conducted research results, it is possible to develop
typical processes for the accelerated implementation of HACCP standards, which in turn will
accelerate the intensity of its high-quality implementation. The value of the research is that,
based on the implementation of standards for the management of safe coffee products, the
consumer receives a quality product, while the state obtains a certified manufacturer and
potential exporter.

Keywords: HACCP, KKT, verification, critical limits, technological process.

JEL Classification: L15, K13, J28.

INTRODUCTION

In the modern business environment, food poisoning, as well as the appearance of extraneous
elements inside the finished goods, became a normal phenomenon, which adversely affected the
reputation of enterprises and trust from foreign consumers. Therefore, the state prepared a number
of amendments to the law on food safety management for enterprises. Naturally, most of the
innovations are pushing market operators to increase their export volumes and increase product
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quality, as Ukraine is an exporter of products and services to 190 countries. On September 20, 2017,
the norms entered into force in Ukraine, providing the introduction of a hazard analysis and critical
point control (HACCP) system for facilities that operate with food products in accordance with part
two of subparagraph 1 of paragraph 1 of the final and transitional provisions of the Law of Ukraine
“On Introduction amendments to some legislative acts regarding food products” dated July 22, 2016
No. 1602-VI1I.

Thereby, the legislation warned production facilities and public catering about the beginning
of the implementation of food safety control standards and provided a postponement of 3 years
before the audit for the physical and documentary implementation of 1ISO 22000: 2007 (HACCP).

However, most enterprises ignored this requirement, as a result of which the legislative
authorities re-warned about the responsibility of the enterprise, which would not pass the food
safety audit until January 1, 2020. They will receive warnings from inspection bodies and a fine in
the amount of 15 to 30 minimum wages, depending on the severity of the product mismatch and up
to the complete withdrawal of products from the Ukrainian market.

On this bases, the issue of implementing the HACCP principles became an acute issue for
companies, however, the difficulty of implementation is not only in the physical elimination of
production areas where cross-contamination occurs, but also in the documented facts of their
presence, as well as in the application of corrective actions with their further monitoring.

Suchwise, the food industry faced the challenge of developing practical steps and instructions
for implementing the HACCP principles.

This task is particularly relevant due to the need of enterprises to maintain its throughput, but
also to increase its competitiveness. The lack of HACCP implementation restrains the possibility of
entering the world market, thereby slowing down the increase of the country's GDP and economic
indicators of a particular region.

Consider an example of the implementation of the principles of HACCP on the example of an
enterprise producing coffee products.

LITERATURE REVIEW

Today, the following experts have been studying the implementation of the principles of
HACCP: O. A Shutova and A. F. Manukyan (2015) studied the problems of implementation of the
principles of HACCP in the food industry, O. A. Golubenko, V. Yu. Slavogorodsky and V.A.
Ivanov (2017) considered issues of certification of the HACCP system and the food safety
management system and their main differences, V. M. Novikov, I. M. Romanenko and S. V.
Fomina (2013) conducted an analysis of existing regulatory documents on the procedures for
certification of the SSMS (HACCP) in Ukraine and the search for ways to improve them.

PAPER OBJECTIVE

Development of practical steps and recommendations for the implementation of food safety
management standards DSTU 1SO 22000: 2007 (HACCP) at all stages of the production of finished
products, on the example of the enterprises of coffee products that plan or implement the principles
of HACCP and face a number of difficulties.

RESULT AND DISCUSSION

In the modern realities of domestic business, not enough attention is paid to the issue of
producing a quality product, namely the creation of a safe product that will not cause irreparable
harm to the health of the consumer. To comply with this requirement, the quality of the products
must correspond to the properties that the manufacturer declared on his packaging, aimed at



Vorobiov, K., Hurzhii, N. and Lysenko, M. (2019) “Safety of coffee production as the main competitive advantage
of the company in the market”, Management and entrepreneurship: trends of development, 4 (10), pp. 79-93. Available
at: https://doi.org/10.26661/2522-1566/2019-4/10-07

attracting and meeting existing needs. However, there are factors that can reduce the properties of a
product and make it unsafe.

To eliminate these factors and reduce the threats of their occurrence, the principles of product
safety management at all critical points of its production are applied DSTU ISO 22000: 2007
(HACCP) (Molins and Pineiro, 2010; Food safety management system. DSTU ISO 22000: 2007,
2007).

DSTU ISO 22000: 2007 (HACCP), is a risk analysis and critical control point system
developed for enterprises that produce food products or enterprises which products and services are
used in the food industry and affect food safety. The system does not control the final result, but the
entire food production chain, starting from the acceptance of raw materials and ending with the
consumption of the finished product.

At all stages of production, in each technological operation, it is necessary to identify
hazardous factors which can threaten product safety and ensure process control that eliminates the
influence of these factors. To implement the system certain amount of knowledge is required:
knowledge of your product, raw materials and processes and understanding of factors that can cause
a risk that threatens the health of consumers (Molins and Pineiro, 2010).

Having a number of internal and external benefits from the implementation of the HACCP
standard, (Table 1), the organization has all chances to provide safe products to the client, thereby
gaining even more trust, as well as entering international markets

Table 1
Internal and external benefits of HACCP
Ne Internal benefit External benefit
Reduction of the defective Increasing consumer confidence in products

1 | products in the total amount
of production

Reduced complaints due to consistent quality

Opportunity to enter international markets and expand existing markets

Documentary confirmation of

2
safety of the produced goods Improving the competitiveness of products and creating a reputation as a
manufacturer of quality and safe products.
3 Integration with other quality | Additional benefits participating in important tenders and increasing

management systems investment attractiveness

Source: Developed by the authors based on the materials (Food safety management system.
DSTU ISO 22000: 2007, 2007; International standard 1SO 22000: 2018, 2018)

We are going to conduct a survey of the readiness of enterprises in Ukraine that carry out
activities in agribusiness, food production, delivery services and the provision of catering services
based on expert opinions of 25 specialists who carry out certification DSTU 1SO 22000: 2007
(HACCP) and prepare enterprises for state audits for the availability of physical and documented
principles of HACCP: Ukrainian Food Safety Inspection (Inspection portal, 2019), Ukrstandart
(Ukr standard. Certification agency 1SO 22000, 2019), Ukrekspertiza (Ukr expertize. Certification
agency 1SO 22000, 2019).
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The thoroughness of the received expert assessments should provide for their consistency
among themselves. For this issue, it is necessary that the deviation in the expert estimates should
correspond to the normal distribution (L. Dovhan', L. Veduta and H. Mokhon'ko, 2019).

Let’s make a transcript of the factors by which the assessment will be made and the data
obtained from the results of a survey of experts (Table 2).

Table 2
Results of poll of experts of readiness of the enterprises for the state audit

Factors of readiness of the enterprises for the state audit

Experts
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Source Developed by the author based on the materials (L. Dovhan', L. Veduta and H.
Mokhon'ko, 2019).

Decryption the factors of readiness of enterprises for state audit:

1) GP-1 - “Sanitation”, 2) GP-2 - “Control of KCP”, 3) GP-3 - “Cross-contamination”, 4) GP-
4 - “Violation of the rules for transportation of raw materials and finished products”, 5) GP-5 -
“State of the external production zone”, 6) GP-6 - “State of the internal production zone”, “Factor
of enterprise readiness for state audit” (L. Dovhan', L. Veduta and H. Mokhon'ko, 2019).

Let's carry out calculation of a mean square deviation according to a number of distribution of

expert estimates of factors on basic discrepancies.
The average deviation is calculated by a formula:

G= /—Z(";f)z -, (1)

82




Vorobiov, K., Hurzhii, N. and Lysenko, M. (2019) “Safety of coffee production as the main competitive advantage
of the company in the market”, Management and entrepreneurship: trends of development, 4 (10), pp. 79-93. Available
at: https://doi.org/10.26661/2522-1566/2019-4/10-07

The difference between the greatest and smallest value of sign characterizes scope of a
variation and is determined by a formula

R = xmax — xmin. (2)

If the range of variation in the estimates obtained as a result of a survey of experts does not
exceed 6 quadratic deviations (the law of normal distribution), then it is considered that the
statistical characteristics are interconnected and correspond to the normal distribution (L. Dovhan',
L. Veduta and H. Mokhon'ko, 2019).

Let us calculate the standard deviation according to a number of distribution of expert
estimates. (Table 3).

First, you need to determine how many experts rated the willingness of enterprises the same
way and enter the necessary data in the table. The next step is to multiply the options by the
corresponding frequencies. The deviation of the options from the average score is found as the
difference between each individual work and the average score in conditional points.

Table 3
The calculation of the mean square deviation according to a number of distribution of expert
estimates for factors of readiness of the enterprise for state audit

. Average -
Expert score | Number of Pro_ducmg 7 assessme%\t in D_ewatlon o Square
in points, X people, N foptlons on Z(x - n conditional SO ] deviation
requency xn ; average
points
1 2 3 4 5 6 7
GPA-1 “Factor of readiness of enterprises for state audit” (Sanitation)

3 16 48 32 - 1 1

4 7 28 14 - 0 0

5 2 10 4 1 1
In total 25 86 50 4 - -

G=1,G6=6,R=2
GPA-2 “Factor of readiness of enterprises for state audit” (Control of KKT)

4 14 56 42 - 0,5 0,25

5 8 40 24 - 1,5 2,25

3 1 3 3 - 0,5 0,25

2 2 4 6 - 1,5 2,25
In total 25 103 75 35 - -

G-1.118,G6-6,7, R=3
GPA-3 “Factor of readiness of enterprises for state audit” (Cross contamination)

6 17 102 51 - 0,33 0,11

5 7 35 21 - 1,33 1,77

8 1 8 3 - 1,66 2,77
In total 25 145 75 6,3 - -

G-1,247,G6 - 7,48, R=3

GPA-4 “Factor of readiness of enterprises for state audit” (Violation of the rules for the transportation of raw materials
and finished products)

7 14 98 28 - 1 1
6 10 60 20 - 0 0
5 1 5 2 - 1 1
In total 25 163 50 6 - -

G —0.816, G6 — 4,896, R=2

Table 3 continuation on the next page
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Table 3 continuation

1 | 2 | 3 | 4 | 5 ] 6 | 7
GPA-5 “Factor of readiness of enterprises for state audit” (Condition of an external production zone)

3 19 57 38 - 0 0

4 4 16 8 - 1 1

2 1 2 2 - 1 1

In total 25 75 50 3 - -

G -0.816, G6 — 4,896, R=2

GPA-6 “Factor of readiness of enterprises for state audit” (Condition of an internal production zone)

5 18 90 36 - 0 0
4 5 20 10 - 1 1
6 2 12 4 - 1 1
In total 25 122 50 5 - -

G -0.816, G6 - 4,896, R=2

Source: Developed by the author based on the materials (L. Dovhan', L. Veduta and H.
Mokhon'ko, 2019).

A summary analysis of the scope of expert assessments for the totality of factors of the
enterprise’s readiness for state audit is given in (Table 3).

Based on the data table 4, the range of expert estimates does not go beyond the normal
distribution (R-6G), therefore, expert estimates can be considered mutually consistent.

Table 4
Results of calculations of a mean square deviation, 6 mean square deviations, the range of
variations for the factors of readiness of the enterprise for state audit

Readiness factor Mean square deviation Range of variation

G 6G R
GPA-1 1 6 2
GPA-2 1,118 6,7 3
GPA-3 1,247 7,48 3
GPA-4 0,816 4,896 2
GPA-5 0,816 4,896 2
GPA-6 0,816 4,896 2

Source: Developed by the author based on the materials (L. Dovhan', L. Veduta and H.
Mokhon'ko, 2019).

As a result of the expert assessment of the readiness of enterprises for state audit, they scored
a certain number of points. Based on this, each readiness factor can be assigned an appropriate rank.
According to the theory of rank correlation, the factor that scored the most points is important (L.
Dovhan', L. Veduta and H. Mokhon'ko, 2019).

This factor gets the first rank. Factors that score the same number of points should be
assigned a standardized rank, the value of which is the average sum of places that shared these
factors. After you assign the readiness factor to the appropriate rank, you must determine the sum of
the ranks. The sum of the ranks intended by experts of the enterprise readiness factor is determined
by the formula (3):
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— " ;R
S= ). ik, 3)
where Rj; — rank of the assessment given by the | expert to the j object

The average value of the sum of the grades of estimates for all factors of enterprise readiness
is determined by the formula (4):

_m o
s=y —
j=1 m

(4)

Distribution of factors of enterprise readiness for state audit according to the ranks is
presented in (Table 5).

Table 5
Distribution of factors of enterprise readiness for state audit according to the ranks
Deviations
— Sum of from the
Una}’;;g?”'ty Ng%%i{:f Ri rank ranks, S g\rl]ir?gg average Quadratic deviation
(2%3) amount of
ranks
GPA-1 25 1,52 38 - -38.5 1482.25
GPA-2 25 1,96 49 - -145 210.25
GPA-3 25 2,92 73 - 38 1444
GPA-4 25 3,88 97 - 55 3025
GPA-5 25 5,02 1255 - -49.5 2450.25
GPA-6 25 5,7 142,5 - 9.5 90.25
- - - 525 - - 8702
S=8702
W =0.85

Source: Developed by the author based on the materials (L. Dovhan', L. Veduta and H.
Mokhon'ko, 2019).

According to the results of the distribution of factors of readiness of enterprises for state
audit by rank presented by rank, the concordance coefficient (W) is 0.85, which indicates a high
degree of consistency of expert assessments. Such results are characterized by a narrow professional
orientation of the respondents.

Based on assessments of expert consistency, enterprises are not ready for the current audit
for the availability of DSTU ISO 22000: 2005, nor documentary, nor physically. However, the
complexity of implementation lies more in the documentary than in the physical nature, because
physical deviations are easier to eliminate than to describe each stage of the movement of products
from acceptance of raw materials to transportation to the consumer with a reinforced block of
procedures and corrective actions. Transferring the results of the assessed factors into a percentage
ratio, we compose the levels of unpreparedness of enterprises for state audit: 1) GP-1 = 15, 2%); 2)
GP-3 = 19.6%; 3) GP-3 = 29, 2%; 4) GP-4 = 38.8%; 5) GP-5 =50, 3%; 6) GP-6 = 57%.

Considering the physical condition, divided into subcategories of the audit checklist
verification, we note the following:
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1. Practical and documented management of the sanitary condition at the enterprise was
implemented only in 15, 2%.

2. Practical and documented management of KKT in the production of products was
implemented in only 19.6%.

3. The practically eliminated and documented presence of cross-contamination points was
realized only in 29.2% of enterprises.

4. Practical and documented safety management of transportation of raw materials and
finished products was implemented only in 38.8% of enterprises.

5. The practical elimination and documentation of unsafe factors of the external production
zone, 50.2% were implemented

6. Practical elimination and documentation of unsafe factors of the internal production zone,
implemented only in 57% of enterprises

Thereby, the business sectors that deal with the processing, production, transportation of raw
materials and products will receive a warning from the inspection authorities in the presence of
documentary and physical deviations and a period for their elimination within two months.

Upon the expiration of this period and the presence of the same deviations, the company will
be guaranteed to be fined from 15 to 30 minimum wages and will risk getting a ban on the
production of finished products and will be forced to withdraw the product from the market until the
identified violations are eliminated.

The HACCP system is based on the principles of consistent implementation and tools for
successful management of product quality and safety in the enterprise.

An important factor is the management of sanitation at control points, with sufficient
fulfillment of the conditions of the product safety management standard in accordance with DSTU
ISO 22000: 2007 (HACCP).

A key step in implementing HACCP is the creation of a HACCP team, to successfully
complete the remaining steps. Definitely, the future team will face many difficulties going through
the steps of describing the product and the requirements for its production.

One of the most difficult tasks is hazard analysis and the construction of critical control
points. Having built critical control points, it is necessary to understand whether there is a
possibility with the possibility of their control or whether it is necessary to carry out the correction
of an uncontrolled critical control point. It is also necessary to monthly carry out the verification
process of control critical points, on the fact of confirming the controllability of the control critical
point.

Having verified the critical control points, it is necessary to conduct a validation process and
document the established procedures for the fact of system control of the CCP.

Adaptation of the implementation process using the PDCA principle, is formed taking into
account the conditions for practical and theoretical audit of enterprises for the presence of HACCP
criteria is shown in Fig. 1 (L. Dovhan', L. Veduta and H. Mokhon'ko, 2019).
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Fig. 1. Adaptation of Stages of Introduction by means of the principle of PDCA

Source: Developed by the authors based on the materials (Akash, Rajendra, 2017; N. Hurzhii

and K. Vorobjov, 2018)

Ultimately, based on adapted steps using the principles of PDCA, fig. 1, we have the
opportunity to build a movement profile of the raw materials of the control critical points of the
coffee production enterprise, which in theory understands the importance of implementation and is
aimed at making a profit, but has not implemented the principles, and has a small share of
manufacturing defects and a high level of product complaints.

However, to build a profile, it is necessary to draw up a risk assessment scale for assessing the
occurrence and danger of identified risks (Table 6) and a scale for assessing the severity of harm to

human health (Table 7).

87
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Table 6
Scale for assessing the occurrence and danger of identified risks
Risk scale Indicator of danger of risk
Probability of occurrence of risks Low (1) Average (2) High (3)
High (3) 3 (Average) 6 (Average) 9 (High)
Average (2) 2 (Low) 4 (Average) 6 (Average)
Low (1) 1 (Low) 2 (Low) 3 (Average)

Source: Developed by the author based on the materials (Akash, Rajendra, 2017; N. Hurzhii
and K. Vorobjov, 2018)

To determine the hazardous areas of the coffee production enterprise, we will use the scale for
assessing the occurrence and danger of identified risks (Table 6). The appearance of hazardous
areas is associated with the occurrence of hazardous factors that increase the severity level inflicted
on the human body based on its properties. Hazardous factors are divided into: 1) biological factors
appear as a result of infection of the raw materials with insects, larvae and other elements of the
vital activity of insects, fungi, microorganisms, which ultimately cause poisoning; 2) physical
factors are manifested as a result of contamination of raw materials with garbage, dust, metal
elements, stones and, of course, cause damage to raw materials and damage to internal organs of a
person; 3) chemical factors are manifested as a result of excess of the chemical solution during
harvesting and in the event of a transfusion into a chemical solution on raw materials, which
ultimately will cause poisoning or death.

We adapt the scale for assessing the occurrence and danger of identified risks. Tab. 6, to build
a scale for assessing the severity of harm to the human body based on the identified hazardous
factors in (Table 7):

Table 7
Scales of assessment of weight of the done harm to a human body
Factor type Harm to health
Probability of emergence of a factor Insignificant (1) Dangerous (2) Lethal (3)
High (3) 3 (Average) 6 (Average) 9 (High)
Average (2) 2 (Low) 4 (Average) 6 (Average)
Low (1) 1 (Low) 2 (Low) 3 (Average)

Source: Developed by the author based on the materials (Akash, Rajendra, 2017; N. Hurzhii

and K. Vorobjov, 2018)

Based on the obtained scales for assessing the occurrence and danger of identified risks

(Table 6) and assessing the severity of harm to the human body (Table 7), we construct a profile of
the movement of raw materials at critical control points at which the product loses its ability to
satisfy consumer requirements and is harmful to human health (N. Hurzhii and K. VVorobjov, 2018).

Table 8
The profile of movement of raw materials at control critical points
. Probability of Threat Health Factor
Title L
occurrence indicator hazard

1 2 3 4 5
1. Zone of reception and shipment .
of finished products 2 2 4 Physical
2. Raw materials storage 1 3 3 Biological

Table 8 continuation on the next page
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Table 8 continuation

1 2 3 4 5

3. Green Coffee Sorting Area 2 3 6 Biological, Physical

4. Green Coffee Roasting Area 1 2 2 Physical

5. Roast Coffee Degassing Area 1 1 1 Physical

6. Packing area 3 2 6 Phy_su_:a}l, the mqreased
initial pollution

7. Filling and packaging area for Physical, the increased

3 2 6 o .

roasted coffee initial pollution

8. Finished goods storage 1 3 3 Physical

9. Finished product palletizing area 1 2 2 Physical

Source: Developed by the author based on the materials (N. Hurzhii and K. Vorobjov, 2018)

Analyzing the profile of the movement of raw materials on the KKT in Table 8 hazardous
areas are the roasting and packaging areas for roasted coffee and the packaging area due to physical
waste entering the green grain sorting area. No less safe zones are: sorting, since this zone is a
spreader of dust and other elements that are part of biological and physical hazards. The reception
and shipment zone of the finished product due to the possibility of the formation of fungi, which are
biological hazards due to the excess moisture content in the raw materials stored in the storage.

Let’s compose Table. 9 with identified conflict zones in the coffee industry based on the
movement profile at control critical points in Table. 4. based on the severity parameters for health
and the identified factors that, in the first place, affect the safety of products by the entry of waste
elements into raw materials and finished products (N. Hurzhii and K. VVorobjov, 2018). This fact
occurs due to the close location of the sorting equipment with the reception and dispatch areas of
raw materials, the parking of packaging materials, which in turn initially affects the inconsistency of
the manufactured products to contamination even before roasting green coffee beans.

Table 9
Identified conflict areas and recommendations for correction
Title Enterprise model “Typical” Factor
. The conflict of zone 1 with zone 3, 9, the constant risk of
1. Zone of reception - . ! .
. contamination of raw materials during transportation to the .
and shipment of . Physical
. warehouse. Reconstruction of the pockets of the movement of raw
finished products . . . .
materials and finished products is required.
2. Raw materials Conflict with zone 9, on the way to send raw materials to the sorting . .
. Biological
storage zone. Change the location of zone 9.
3. Green Coffee There is no conflict if zone 3 is transferred from zone 4, at least 6 Biological,
Sorting Area meters. Physical
4. Green Coffee Conflict with zone 3, dust entering the fried grain. There is no Phvsical
Roasting Area conflict if the roasting zone is transferred at least 6 meters Y
5. Roast Coffee I .
, No cross contamination Physical
Degassing Area
Physical,
6. Packing area No cross-contamination if transfer on 12 meters increased initial
contamination
7. Filling and Physical,
packaging area for No cross-contamination if transfer on 12 meters increased initial
roasted coffee contamination
8. Finished goods No cross-contamination, when transferring zone 3 to 12 meters from Phvsical
storage zone 8 Y
9. Finished product Conflict with zone 3, materials for packaging of finished products are .
. : - o Physical
palletizing area contaminated. Installation of wall ceilings between zone 9 and 3.

Source: Developed by the author based on the materials (Warehouse Safety Tips How-To:
HACCP Cross Contamination Prevention, 2019)
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When identifying conflict zones by the example of a coffee enterprise Tab. 5, despite the
absence of cross-contamination at the manufacturing plant in zones 5 through 7, the product
produced has already come under the influence of polluting physical factors. Regarding zones 1, 2,
3, 8, 9, they do not fully comply with the declared requirements of the standard DSTU ISO 22000:
2007 (HACCP), due to the contaminated product. Therefore, recommendations were given for
eliminating pollution zones of finished products by moving current equipment, wall ceilings and
building new pockets of material flow.

CONCLUSION

Today, the food industry is one of the most significant sectors in the global economy.
However, in Ukraine there are number of problems that hinder the implementation of food safety
management standards. The main problems that need to be managed are: the reluctance of company
owners to implement quality management standards and product safety management, ineffective
warnings and penalties from the state, staff who do not want to adhere to the rules and standards.
Therefore, we have developed a step-by-step practical adaptation of the implementation of HACCP,
based on the PDCA principle, which, in turn, is a recommendation on the initial elimination of
identified conflict zones. A survey was conducted among 25 experts, in which the factors of
readiness of enterprises for state audit were classified based on the value of consensus of 0.85. As
well as systems for assessing hazardous factors that can cause irreparable harm to the human body
with further recommendations for local and low-cost elimination are developed, and a profile of the
occurrence of critical situations on the KKT is constructed.

The recommendations provided for the implementation of XACCP will allow the future
Ukrainian coffee producer to enter the foreign market and increase the export volume of finished
products. Thus, all regional production chains should strive to implement the HACCP food safety
control system (DSTU I1SO 22000: 2007), as the companies that implement this system will have
great advantages over competitors in the market.
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YHPABJIIHHA BE3IIEKOIO KABOBUX TOBAPIB SIK 'OJIOBHA KOHKYPEHTHA
MNEPEBATA KOMITAHII HA PUHKY

Bopo6iioB KocTanTuH I'ypexiii HaTanis JInucenko MapuHa
CepriiioBu4 MuxoJiaiBHa OunexcanapiBHa
3anopizvKiti HayioHaTbHUL 3anopizvKiti HayioHATLHUT 3anopizvKiti HayioHATLHUT
YHigepcumem YHigepcumem YHigepcumem
3anopidicocs, Yrpaina 3anopidicocs, Yrpaina 3anopidcocs, Yrpaina

AKTyaJbHICTh BIPOBA/UKEHHS NPUHLMIIB YHpPABIiHHS O€3MEKOI MpOAYyKLii 00yMOBIIEHO
TUM, 110, BIOPOBA/PKYIOUM JAaHUN CTaHAApT, YKpAiHChKI MIJIPUEMCTBA CHOPMYIOTH IMIIK
0€3MeYHOro XapuoBOro BUpOOHUKA, BUCIOBIIOIOYM THM CaMHM CEpHO3HE CTaBJIEHHS 10 JyMKH Ta
310poB't0 crnoxuBaya. He MeHm BaxiuBUM e(EeKTOM BiJ BIPOBA/KEHHS € 1HBECTHIIIIHA
NpUBAOJIMBICTh KOMITaHIi 1 MOXKJIMBICTh BHXOJy Ha 30BHIIIHIA PUHOK. TakMM YMHOM, yKpaiHChKa
MIPOJYKIIiSl CTaHE 11KaBa CIOKMBAaYy Ha 30BHIIIHBOMY PHHKY 3a PaxyHOK T'IHOI SKOCTI 1 JOCTYIHO1
iHu. AHani3 nepcrnekTuB BrpoBakeHHs cTaHaapty HACCP no3BonuTh KOMMaHii 3alikaBUTH
CHOKMBaya B IMOKYMIl KaBOBOi MPOIYKIi, 3HU3UTU COOIBAPTICTh i BHUPOOHHUITBA, PO3UIMPUTH
TOBapHUiA OpT(hens 1 30UIbITYBaTH KaHAIM PO3MOALTY. MeTa JOCTIKeHHS: BUBUUTH BUTOIM IS
koMmmaHnii BiJ 3actocyBaHHs HACCP, Bkazatu mpocTi KpOKH MO0 BIPOBAKEHHS 1 HAJaTH TUITOBUI
NPUKIIAJ] peabHUX BIIXWJIECHb B CIIPOEKTOBAHMX MOJAEIAX MiANpUEMCTBA. MeETOAONOTIs: B XO.i
JOCITIJKEHHs OyJIo MPOBEAEHO SKICHUM aHami3 icHytodoro cranmapty JCTY ISO 22000: 2007, a
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TAaKOXK aHaIi3 3a ICHYIOUMMHM BIIXHJICHb KAaBOBHX BUPOOHMITB. HaykoBa 3HauMMICTh pOOOTH:
MOJIATa€ B TOMY, L0 HA MiJCTaBl MPOBEAEHOTO IOCTIIKEHHS TOTOBHOCTI MiANPHUEMCTB Xap4yOBOi
MIPOMUCIIOBOCTI 10 BiipoBakeHHs cranaaptiB HACCP, MoxkHa po3poOHUTH THUTIOBI POTPaMHU IIIOI0
MPUCKOPEHHS LHX MPOLECIB, 0 B CBOIO Yepry, NPUCKOPUTH IHTEHCHBHICTh 1 SIKICTh iX
BIPOBa/DKEHHs. L{IHHICTH MOCHI/KEHHS B TOMY, IO HAa MIiJACTaBi BIPOBA/KCHHS CTaHIApPTIB
yIOpaBiiHHA OE3MEYHOI0 KaBOBOI MPOAYKIIi, CHOXKMBaY OTPUMYE SIKICHUH MPOAYKT, a JepiKaBa
cepTH(iKOBAaHOTO BUPOOHHKA 1 MOKIIMBOTO €KCIIOPTEPA.
Kurouosi cioBa: HACCP, KKT, Bepudikartis, KpuTHUHI MEXi, TEXHOJIOTIYHUHN TIPOIIEC.

YIPABJIEHUE BE3OIACHOCTBIO KO®EMHOM MPOAYKIIMA KAK OCHOBHOE
KOHKYPEHTHOE IPEUMYIHECTBO KOMIIAHUU HA PBIHKE

BopoobeB KoncTanTHH I'ypxuii Hatanbs JIucenko Mapuna
CepreeBuu HukonaeBHa AJleKcaHJIpOBHA
3anopoorcckuii HayUOHANbHYBIL 3anopoorcckuti HayUOHANbHOBIL 3anopoosrcckuti HaYyUOHANbHOBIL
VHUBepcumem VHUBEpCUmem VHUBEpCUmMem
3anopoorcve, Yrpauna 3anopoorcve, Yrpauna 3anopoorcve, Yrpauna

AKTyanpbHOCTh  peajlM3allii  NPUHLIMIIOB  YOpPaBI€HUA  OE30MaCHOCTbIO  MPOIYKIHMHU
00ycCIIOBI€Ha HEOOXOAUMOCTHIO BHEAPEHHS JAHHOTO CTaHAApPTa, YKPAaWHCKUX MPEIIPUATHH MPH
(dbopMHpOBaHUN UMUIKA OE€30IACHOTO IHILEBOTO MPOU3BOJAUTEINSL, BbIpaXkasi TEM CaMbIM CEPbE3HOE
OTHOIICHHE K MHEHHWIO W 3JI0pOBbI0 moTpedurtens. He meHee BakHBIM 3((EeKToM BHEIPEHUS
JAHHOTO CTaHJapTa SBISETCS MHBECTHUIIMOHHAS MPUBJIEKATEIbHOCTh KOMIIAHUM U BO3MOKHOCTh
BBIXOJIa HAa BHEIIHWHA pPBIHOK. TakuM 00pa3oM, yKpawmHCKas HpPOAYKIHS Oyner BocTpeOoBaHa
NoTpeOUTeNeM Ha BHEIIHEM PbhIHKE 3a CYeT JOCTOMHOIO KauecTBa M JOCTYNHOM LieHbl. AHaiu3
nepcnekTuB BHeAperus cranaapra HACCP no3BoiuT KOMHnaHuM 3aWHTEPECOBAaTh MOTPEOUTENS B
NOKYIKe KOeHHON NMPOAYKLUHU, CHU3UTh CE0ECTOMMOCTb €€ IPOU3BOJICTBA, PACIIUPUTH TOBAPHBIN
nopTdens W yBEIMYMBATh KaHAJBI pacrpeneneHus. Llenb wmcciaenoBaHus: M3YYHTb BBITOABI JUIS
komnanuu ot npuMmeHenuss HACCP, oxapakTepn3oBaTh MPOLECC €ro BHEJIPEHUS U MPEIOCTaBUTh
TUNUYHBIA TPUMEP PpEATbHBIX OTKIOHEHHWH B CHPOCKTHPOBAHHBIX MOJENAX TMPEATPHUSITHS.
Mertononorus: B XOA€ MCCIEIOBAaHUs ObII MPOBEAEH KAueCTBEHHBIM aHaIM3 CYIIECTBYIOLIETO
crangapta JICTY I1SO 22000:2007, a Takxe aHaIHU3 MO CYHIECTBYIOIIUM OTKIOHEHHUSIM KO(EWHBIX
npou3BocTB. HayuHas 3HaunMOCTh pabOoThI 3aK/IIOYAETCs B TOM, YTO Ha OCHOBAaHUU IIPOBEIEHHOTO
WCCIIEIOBAHMSI TOTOBHOCTH TPEIIPUATHI NHUIIEBON MPOMBINIUIEHHOCTH K BHEIPEHUIO CTAaHIapTOB
HACCP, MmoxHO pa3paboTaTh TUIUYHBIE IPOIPAMMBI [0 YCKOPEHHUIO 3THX MPOLECCOB, YTO B CBOIO
oyepesib, YCKOPUT WHTEHCUBHOCTh M Ka4eCTBO MX BHEIpEHUs. LIeHHOCTh HCCIIeJOBaHUSI COCTOUT B
TOM, YTO Ha OCHOBAHMHU BHEAPEHMs CTAHAAPTOB yIpaBlIeHUs 0e30MacHOi KodeiHoi mpoayKuum,
NoTpeOUTENh TOJy4YaeT KadeCTBEHHBIM TMPOAYKT, a TOCYJapCTBO CEePTH(GHUIMPOBAHHOTO
MIPOU3BOIUTENSL M BO3MOYKHOTO SKCIIOPTEpA.

Kurouessbie cioBa: HACCP, KKT, Bepudukanus, KpuTU4ECKHE TPEEIIbl, TEXHOJIOTUYECKUI
nporecc.
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Abstract. The article aims to define the role of inventory management in the logistics system of a

trading enterprise. In the article general theoretical aspects of inventory management have
been identified and existing systems of trading enterprises’ inventory management have been
analyzed. General scientific theoretical and empirical methods have been used in the course
of the research: observation and comparison, analytical, grouping and generalization of data,
structural methods, elements of economic and financial analysis. Having analyzed the existing
inventory management systems of trading enterprises and having examined the main
directions of improving the inventory management system at domestic trading companies, it
was determined that to solve all the tasks on fostering the efficiency of trading companies, it
IS necessary to create and develop their integrated trading management system, based on
synchronized use of existing models. As a result the relevance and feasibility of modifying
the inventory management system at a trade enterprise are substantiated. It is stated that
effective inventory management of a trading enterprise should be based on: the use of
powerful information technologies; improving inventory control and supply coordination;
ensuring the continuous interaction of the functional subsystems of the whole set of
enterprises-producers, consumers and suppliers and establishing effective communication
with them; modification of the planning system in the field of sales, procurement, promotion
and motivation of staff; optimization of the enterprise marketing system and improvement of
order management; reorganization of the warehouse system in accordance with the selected
order management system.

Keywords: trading enterprise, inventory management system, trading inventories, continuity of

logistics operations, fluctuations in demand, warehouse costs.

JEL Classification: D24, L 23.

INTRODUCTION

The main tasks of the inventory management system of modern trading enterprises are to

increase profits while reducing inventory costs. Thus, at the present stage of market competition,
the improvement of the inventory management system is a particularly relevant trend for the
development of trading enterprises. The relevance of the research is due to the necessity of a

94


https://orcid.org/0000-0002-3009-3856
https://orcid.org/0000-0003-0310-0069
https://orcid.org/0000-0003-0690-7685
mailto:oksana.onishchenko.znu@gmail.com

Onyshchenko, O., Bukharina, O. and Tupikina, A. (2019) “Features of inventory management in logistics system of
a trading enterprise”, Management and entrepreneurship: trends of development, 4 (10), pp. 94-107. Available at:
https://doi.org/10.26661/2522-1566/2019-4/10-08

detailed introduction of the basic problems of the inventory management system and the
development of the key directions of the optimization process of stock management in trading
companies.

LITERATURE REVIEW

There are different perspectives on logistic activities of modern enterprises. The logistical
activity of enterprises is regarded as the formation of economic relations; determining the needs for
transportation of products, their volumes; the choice of modes of transport, vehicles, routes and
technology of transportation; coordination of operational management of supply and transportation
of products; optimization of inventory and warehouse; placement and organization of business
activities; warehouse network; providing logistics services etc. With respect to inventory
management, the theoretical issues of using the modern concept of inventory management and
warehousing logistics have been the object of the research of domestic and foreign scientists: Yu.K.
Bazhenov et al. (1997), A.M. Hajinsky (2007), I.A. Lenshin and Yu.l. Smolyakov (1996), M.A.
Oklander (2004), Y.V. Ponomariova (2003), 1.G. Smirnov (2004), V.O. Shyshkin (2019) and
others.

Paying attention to these researches, it should be noted that there are still many issues that
need further research, one of which are particular features of inventory management in logistics
system of a trading enterprise and their role in the effectiveness of domestic enterprises.

METHODOLOGY

General scientific theoretical and empirical methods have been used in the course of the
research, such as: analysis and generalization of literature on the topic of the research, methods of
observation and comparison, analytical, grouping and generalization of data, structural methods,
elements of economic and financial analysis, methods of coordination and formalization, methods
of mathematical statistics and logistics, graphical and tabular representation of data are used in the
work. The theoretical and practical database on logistics and supply chain management, logistic
infrastructure and organization of warehouse economy at the enterprise has been considered as an
information base of the research.

RESULTS AND DISCUSSION

During the economic crisis, the economy of the region is more likely to be flooded with the
internal economic issues and the shortest period of time for the turnover of the capital. Moreover, it
is the responsibility of any organization to take care of the unique market situation at a regional
level. All trading companies should take over the turnover of stocks, to take into account the
maximal sales axis and, as a result, to bring in the inflow of goods from the state's activities. A
perfect system of direct sales is without taking the goods to the warehouse, so that they are
immediately delivered. However, in such a way it is not possible to trade a large number of types of
products in the product portfolio of the organization, the turnover of stocks is one of the most
important directories, which is detailed by the enterprises.

Material reserves are products of tester-technical recognition, which are on the basis of
different stages of production and the process of production and public utilities, which should be
mentioned in the process of a test or special care. The main function of the material reserves is to
ensure the continuity of the process of supplying the goods. Material reserves are a part of the
warehouse of the resources of production processes and the need for services (stocks of finished
products). In general, it is one of the main reasons why the process of supplying has become
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uninterrupted. The function is to preserve a part of the total material stock, including the number of
inventories. At the same trading, enterprise goods are stored by a different warehousing state
system, which stores a significant part of the company's assets and is the main aspect of its potential
resource (N. Vlasova, 2006).

For the efficient performance of the trading company, the number of reserves should be
optimal. Level of inventory, nature and quality of stocks and the level of inventory management can
be directly exploited due to the scale of production, efficiency, and competitiveness of the
enterprise.

The accounting systems of the region are divided into two large groups:

1) own stockpile (the company’s reserves);

2) reserves that are not owned by the company.

The company's own reserves are recorded in its balance sheets and are assets that:

- are stored for their further sale in the course of business activity of the enterprise;

- are in the process of production for the subsequent sale of manufactured products;

- stored for consumption in the production process, service delivery and enterprise
management.

According to this, fig. 1 shows the classification of the main types of inventories:

Material inventories
|

v v

Commodity stocks Production supplies

v

Current stocks

A

A

Insurance stocks

v

A

> Seasonal stocks

Fig. 1. Basic types of material reserves
Source: modified after (Grebnev et al., 1997)

Thus, in the company's logistic systems inventories are divided into the production supplies,
which ensure the continuity of consumption of resources with the discretion of their supply, and
commodities, which link the intervals between the supply of products from the supplier and
delivery to the buyer.

Production supplies are classified into production inventories and transport inventories that
are created in the process of cargo transportation. Therefore, there are three levels of inventories at
enterprises (table 1):
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Table 1
Levels of inventories

Type of inventory

Function

Stocks of finished
products

Minimization of supply lines, which is the shortest possible cycle of turnover (without
discount on production). Insurance of risks from stoppage of production through repair,
strikes and downtime. Regulation of production in case of seasonal changes in demand, which
can provide stability of productivity.

Stocks of unfinished
production

Transgression of all operational control of the production process through the process control
on the front end.

Stocks of purchased
material resources and
inventories

Reducing the occurrence of infestations, allow the creation of trading tips for the selection of
great party material resources and speculation. Moreover, the model provides the safety from
the monopolies.

Source: modified after (Waarst and Reventlow, 1991)

The demand for spare parts is based on the nature of the manufacturing and production

processes. The main reason for the creation of reserves for the company is the separation of the
manufactured and serviced products at the same time (Waarst and Reventlow, 1991). Additional
reasons for the creation of material stocks on the enterprises are given in table 2:

Table 2
Reasons for inventories and their roles

Reason

Role of inventories

1

2

Probability of delay of
the established schedule
of supplies

In the case of an unpredictable decrease in the intensity of the input material flow, a stock of
raw materials is necessary to avoid the loss of the production process, which is especially
important for enterprises with an uninterrupted cycle of production.

Possible changes in
demand

It is possible to oversupply products with large quantities of goods in bulk. The prognosis
will fall on a specific product more than a folding process. In order to understand the
situations, if the product is not to shipped, it will be possible to oversupply it with large
quantities of goods.

Seasonal changes in the
production of goods

In most cases, stocks are created in the logistics system of agricultural enterprises.

Speculations

The price of some goods can increase dramatically. Entrepreneurship, which has been able to
foresee this factor, creates inventories to make a profit by increasing the market price.

Discounts for the
purchase of a large
batch of goods

Inventories are created for a large amount of accumulated material resources.

Table 2 continuation on the next page
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Table 2 continuation

2

Expenses related to
ordering

The process of placing each new order is accompanied by a number of administrative costs.
These costs can be reduced by reducing the number of orders, which is equivalent to an
increase in the volume of ordering and an increase in the size of the stock.

Possibility of uniform

managing operations

with production and
distribution

In the case of stock absence, the intensity of material flows in the distribution system
fluctuates in accordance with changes in the intensity of production. The presence of stocks in
the distribution system allows to carry out the process of realization more evenly, regardless of
the situation in production. In turn, the availability of production stocks is smoothing
fluctuations in the supply of raw materials and semi-finished products, ensures the uniformity
of the production process.

Ability to provide
immediate customer
service

Orderings for customers in one of the following ways:

- develop the ordered product;

- to purchase the ordered product;

- Issue the ordered goods immediately from the stock available.

(The last method is usually the most expensive, as it requires a stock level).

Minimization of
production downtime
due to the lack of spare
parts

Equipment breakdowns and a variety of accidents can lead to production stoppages if
additional parts, items are not available. This is especially important for enterprises with a
continuous production process, as it can be too costly to shut down a production.

Simplification of
production
management processes

The availability of these reserves reduces the requirements for the degree of consistency of
production processes at different sites, and therefore the associated costs of organizing the
management of these processes.

Source: modified after (Hadzhinsky, 2007)

Thus, the main aim of inventory creation is to reduce the direct dependence between supplier,
producer and consumer, as well as to ensure the continuity of the production process. The
availability of stocks provides production with inventories supplied in optimal batches, processing
raw materials into finished products in optimal sizes and, most importantly, timely delivery of
finished products to customers.

Despite the fact that the process of stock maintenance in the warehouse requires significant
costs, enterprises are forced to create them. So more than a third of cumulative public products is
spent annually on inventories (Hadzhinsky, 2007).

Inventory functions are not limited to the accumulation and insurance of risks in the event of
unanticipated stoppages of the commodity movement process. Other inventory functions are
presented in table 3:
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Table 3
Inventory functions
Function Value
Regulation of the Inventories are necessary to allow time for the completion of one production
process operation and for the transition it to another.

Ensuring the independence of individual workplaces, sites, workshops, simplification
of production and/or distribution processes. Reducing these inventories to a minimum
requires changes in organization and financing, namely: quality management,
maintenance, material updates, staff training.

Economic function

Buffer stocks are necessary if stocks are consumed in a predictable but variable
Warning function manner and if necessary to smooth fluctuations in stock levels rather than changes in
production systems

Insurance of unforeseen | Emergency stocks are established to protect against fluctuations in delivery times and
risks demand fluctuations, to ensure the continuity of the production process

Inventories are needed when there is a need for a period of latent development that is
Production function | necessary for a chemical reaction or for the conversion of products (e.g. wine
maturation).

Source: modified after (Hadzhinsky, 2007)

Since the turnover of inventories is directly related to the volume of product sales, the usage
of effective ways to stimulate sales to accelerate their turnover. One way to accelerate the turnover
of inventories is to invest minimal resources. As turnover increases, so does sales and profits.
However, the high volume of inventories leads to large losses due to moral and physical aging and
spoilage during storage. Delays due to the placement of orders, transportation and warehouse
processing of goods require from the trading company to maintain trade stocks at the necessary
level in accordance with the sales forecast for the stability and rhythm of their implementation. As a
result, it is impossible to carry out the purchase of goods at the time of receipt of the order from the
consumer.

Effective management of trade enterprise inventories should be based on the usage of
powerful information technologies, which provide regular control of the state and dynamics of
goods movement, automatic implementation of placing orders through the computer network and
replenishment of stocks to the optimal level (Yu. Nerush, 2008).

Modern enterprises in order to improve the information system of the enterprise use additional
software. The most common automated programs to provide information support for the system of
control and inventory management are shown in Fig. 2:
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The most widespread ERP systems
for information support, %

>
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Fig. 2. The most widespread ERP systems for information support, %.
Source: modified after (1C: Enterprise 8. System of programs, 2019)

Thus, the majority of modern domestic trade enterprises use programs based on “1C”,
“Galaxy” and others (Fig. 2). Such platforms are the technological environment with the help of
which developers create programs (applied solutions). The systems are addressed to medium and
large enterprises and have wide functionality for information support of the whole range of strategic
planning and operational management tasks, including the enterprise inventory management
system. Using the above-mentioned types of information support for inventory management, the
trade enterprise solves the following tasks:

1) ensuring that the necessary quantity of stock is available in the warehouse;

2) achieving an optimal level of customer service;

3) minimization of working capital requirements;

4) elimination of material resources deficit;

5) increasing the turnover rate of goods;

6) minimization of expenses of the enterprise for the purchase and storage of stocks;

7) liquidation of excess stocks.

In order to fully achieve the objectives above, the application solution allows maintaining an
optimal level of stock in the warehouse, to provide the number of goods on current shipping orders
and to meet the needs of procurement plans.

The control of inventories is based on the calculation of their level and associated costs, such
as current inventory costs.

The main management decisions regarding inventories are to determine the terms and
volumes of the order, which affect the cost of purchased goods, the number of costs associated with
the order, the storage of stocks and the amount of damage, as well as the possible shortage or
absence of stocks.

One of the main problems of modern trade enterprises is the accumulation by the enterprise at
the end of the year of a large number of illiquid products in the warehouse, as well as the deficit on
the main items. The reason for this is the preliminary order of goods, which is carried out on the
basis of preliminary sales plans, which are established by the commercial department of the
company based on the archive of information orders. Thus, the enterprise receives losses on the
maintenance of warehouse premises and a decrease in the turnover of funds.
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The most competitive are those companies that have organized a rational order system based
on the following tasks:

1. Costs reduction of stock creation and storage.

2. Minimization of delivery time.

3. Compliance with delivery deadlines.

4. Optimization of sales activities.

In order to achieve the above objectives, the trading company must achieve continuous
interaction of functional subsystems of the entire set of manufacturers, consumers, and suppliers
and establish effective communication with them.

Foreign experts in the practice of logistics developed and implemented two fundamentally
different approaches to the supply of material resources: pull and push systems (Kristianto, 2009; Li
and Scheller-Wolf, 2010; Thonemann, U. et al. 2005).

Push and pull systems of material flow management are the basis of the system of inventory
management in the logistics system of the enterprise, gives reference points in the management of
material reserves, on which, in turn, the efficiency of the logistics chain as a whole depends (Yu.
Ponomareva, 2003). Types of push and pull control systems of material flows are given in Table 4:

Table 4
Material flow control systems
Push systems Pull systems
MRP KANBAN
MRP | OPT
MRP 1| ZIPS
DRP MAN
ERP DOPS
ERP II NOT
LRP LP

Source: compiled by authors

The push system is a sales strategy aimed at forming inventories in warehouses of retail
wholesalers by outpacing demand. The pushing out models of material flow management are
mainly oriented to a constant demand for a long period of time (Wood et al., 1995).

The usage of the information support system has improved its application in the logistics
system of the enterprise (Table 5):
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Table 5
Characteristics of the push inventory management systems

Benefits Drawbacks

1. Minimization of expenses for the ordering|1. Need for storage space.

organization. 2. Increased risk of physical loss.

2. Elimination of errors in forecasting demand and | 3. Additional storage costs.

errors in the supply of materials, resources, etc. 4. Allowed defects in the stock.

3. Increasing the level of customer satisfaction. 5. The need for high-level information support,
4. Minimization of dependence on suppliers. which requires significant financial resources.

5. Creation of insurance and seasonal stocks that protect | 6. Complicated inventory control system through
against changes in weather and climate conditions. centralized management.

Source: modified after (1. Smirnov, 2004)

Pull strategy is a sales strategy aimed at stimulating demand for products in the retail sector
by outpacing inventory formation. The advantage of pulling systems is their independence from
computerization. However, such systems provide for a high level of labor organization and
compliance with all parameters in the supply chain, as well as the responsibility of executors at all
levels due to limited centralization in the regulation of logistics processes (Table 6):

Table 6
Characteristics of pulling inventory management systems]

Benefits Drawbacks

- ensuring a high quality of stocks. Release of capital | - risk of errors in demand forecasting and delayed

from inventories. delivery of resources.

- minimization of the cost of stock maintenance and | - order placement costs.

reduction of stocks. - increased dependence on the supplier.

- eliminating the risk of physical losses. - complex synchronization of logistics process
- simplified inventory management system as a result | timescales with "just in time" principles.

of decentralization. - apply the "just in time™ principle only in the raw

material supply system, not for commercial products.

Source: modified after (Oklander, 2004)

It is possible to provide the decision of all tasks set before the trading enterprise only by
means of creation of the integrated control system of stocks of the trading enterprise. Such
enterprises are based on the synchronized use of separate models (as in case of their application
separately there is an imperfection of decisions on stocks), which provide the reaching to logistics
high result (Oklander, 2004).

A special role in the organization of the company's activities is played by inventory planning
because inventories require significant financial costs for storage, warehousing, and management in
the supply chain. So for the reception of competitive advantages and a powerful market position the
trading enterprise should plan effectively expenses of activity, to predict stocks for a finding of their
optimum level. Such a model will provide the chance to the enterprise in due time to realize
delivered lots of the goods and not to accumulate illiquid goods. Improvement of the system of
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planning in the sphere of sales, procurement, promotion, and motivation of personnel will provide a
trading enterprise with a stable increase in profits and strengthening of market positions (I. Lenshin,
1996).

To ensure the effective usage of circulating assets at the trading enterprise and increase the
level of profitability of products it is necessary to minimize the volume of stocks, and therefore to
ensure the stability of sales. In such a way the goods will not be delayed in the warehouse.

To accelerate working capital and achieve an optimal level of operation of the enterprise by
minimizing overhead costs associated with warehousing and inventory creation, the company must
perform the following tasks:

- to optimize the marketing system of the enterprise;

- to optimize and improve the order of management;

- reorganization of the storage system in accordance with the chosen order management
system.

By improving the order of management system it is necessary to integrate retraining and
professional development of the company's management staff, improving the personnel motivation
system and optimization of the company's management as a whole. In order to enhance the quality
of customer service and accelerate the order of the execution process, it is necessary to minimize
the time and number of components of the cycle through effective coordination and acceleration of
deliveries.

CONCLUSION

The main objective of inventory creation is to reduce the direct dependence between the
supplier, producer, and consumer, as well as to ensure the continuity of the production process. In
addition, the reasons for the creation of inventories by trade enterprises are the following: the
probability of violation of the established schedule of deliveries, the possibility of fluctuations in
demand (unpredictable increase in the intensity of the output flow), seasonal fluctuations in demand
for some types of goods, discounts for the purchase of large batches of goods, costs associated with
the order placement, the possibility of uniform implementation of operations for the distribution of
goods, the possibility of immediate customer service.

Moreover, it is crucial to analyze the existing stock management systems of the trading
enterprise and study the main directions of improvement of the stock management system at the
domestic trading enterprise. It was determined that to solve all the tasks set before the trading
enterprise it is necessary to create an integrated stock management system of the trading enterprise,
based on the synchronized use of existing individual models.

Furthermore, the effective management of inventories of a trading enterprise should be based
on: the use of powerful information technologies; improvement of the system of stock control and
coordination of supplies; provision of continuous interaction of functional subsystems of the entire
set of enterprises-manufacturers, consumers and suppliers and establishment of effective
communication; planning in the sphere of sales, purchases, promotion and motivation of personnel;
optimization of the marketing system of the enterprise and improvement of management order;
reorganization of the warehousing system in accordance with the selected order management
system.

In the current situation, many domestic enterprises work under the order. Such a system is a
win-win for the seller, but not always acceptable to the buyer because if the demand is unsatisfied,
the buyer can move to another seller. Therefore, in order not to lose customers and not to store a
large number of stocks, the company correctly calculates the balance between the accumulation of
stocks for rapid response to demand and the system of work under the order.
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A trading company must find the optimal solution between the costs and benefits of the
chosen level of inventories in order to determine a balanced level of inventories for each
commaodity group or even positions to meet market demand. Thus, the improvement of the system
of determining the optimal level of inventories will allow enterprises not only to minimize the costs
of storage and warehousing of inventories, yet it will enable the enterprise to direct financial
resources to invest them in other types of entrepreneurial activity, which in turn will bring
additional profit.
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OCOBJIMBOCTI YIIPABJITHHS 3AITACAMMU B JJOTICTUYHINA CUCTEMI
TOPI'OBEJIBHOT'O HNIAITPUEMCTBA

Onunmenko Oxcana Byxapina Oaexcangpa Tynikina AHrenina
AHaTtoJiiBHa OuneriBna CepriiBna
3anopizvkiil HayionanbHul 3anopizvkiil HayionanbHul 3anopiszekitl nayionanbhull
YHigepcumem YHigepcumem YHigepcumem
3anopidicorcs, Yrpaina 3anopidicocs, Yrpaina 3anopidicocs, Yrpaina

MeToro mpencTaBleHOi HayKOBOI CTATTi € aHaji3 Cy4acHOI MOJIeNI YIpPAaBIiHHS 3amacaMmu
JIOTICTUYHOI CHUCTEMH TOPTOBEIBHOIO MIiJNPUEMCTBA Ta JOCHIHKEHHS OCHOBHHMX HAalpsMKIB
YIIOCKOHAJICHHSI CUCTEMH YIIPABIIIHHS 3allacaMH Ha BITYM3HSHOMY TOPTOBEIBHOMY IiAIPUEMCTBI.
VY craTTi BHM3HAYEHO pOJIb YOPABIiHHS 3armacaMd B JIOTICTUYHIA CHCTEMI TOProBEIHHOTO
MiAPUEMCTBA. PO3KPUTO TEOpETHYHI aCIEeKTH YIpaBIiHHs 3alacamM 1 MPOaHai30BaHO 1CHYOYI
CHCTEMH YNPABIIHHA 3allacaMHd TOPTOBENBHUX MiANpUeMCTB. OOIPYHTOBAaHO AaKTYAJIBHICTH 1
JOUUTBHICT, MoAMdiKalii CHUCTEMH YIpaBIiHHS 3amacaMd Ha TOPTrOBEIbHOMY MIiAIPHEMCTBI.
Bu3HadueHo 3aBmaHHS Ta MOTHBH CTBOPSHHS 3amaciB TOPTIBEILHUMH IIiIIIPHEMCTBaMU. B
pe3ynbTaTi IpoBEACHE TOCTIIKEHHS BU3HAUMIO HEOOXIIHICTh CTBOPEHHS IHTETPOBAHOI CHCTEMU
VIPaBIiHHS 3amacaMyd TOPrOBEJIBHOTO IIIPUEMCTBA, IO IPYHTYETHCS HAa CHHXPOHI30BAHOMY
BUKOPUCTaHHI ICHYIOUMX OKPEMHX MOJCICH, Ui JOCATHCHHS CTaHJIAPTHUX CydYyacHHX 3ajad
TOPTOBEIILHOTO MMiANpreMCcTBa. JloBeACHO, MmO e()eKTHUBHE YNpaBIiHHS MaTepialbHUMH 3alacaMu
TOPrOBEJILHOTO MiANPHUEMCTBA MOBUHHO 0a3yBaTHCh HA: BUKOPHUCTAHHI MOTYKHUX 1H(POpMAIiHHUX
TEXHOJIOTIH; yOCKOHAJICHHI CHCTEMH KOHTPOJIIO 3amaciB Ta KOOPJAMHAIIII MTOCTABOK; 3a0e3IeYCHHI
6e3nepepBHOi B3aeMOI1i (DYHKIIOHAIBHUX MIJICUCTEM YCi€i CyKYIMHOCTI MiANPUEMCTB-BUPOOHHKIB,
CTOKHMBAYIB 1 MOCTaYaJIbHUKIB Ta HAJAaro/HKCHHI eQEeKTHBHOI KOMYHIKAIii 3 HUMH; MOAHQiKarii
CUCTeMM IUTaHyBaHHS Yy cdepi 30yTy, 3aKymiBenb, MPOCYBaHHS Ta MOTHUBAIil IEpPCOHANTY;
ONITUMI3aIlil MAPKETHHIOBOI CUCTEMH TMiAMPUEMCTBA 1 BIOCKOHAJICHHI YIPABIiHHS 3aMOBJICHHSIMH,
peoprasizaiiii CHCTeMH CKJIaJyBaHHS BIAIOBIIHO 10 OOpaHOT CHCTEMHU yNPaBIiHHS 3aMOBIICHHSIMHU.

KirouoBi cioBa: TOproBenpHE MiIIPUEMCTBO, CHUCTEMa YIPABIiHHS 3amacaMu, TOPTrOBi
3amacu, 6e3mepepBHICTh JOTICTUYHUX OIepalliil, KOJTMBaHHS MOMUTY, CKJIaJICEKI BUTPATH.

OCOBEHHOCTH YIIPABJIEHUSA 3AITACAMM B JIOTUCTUYECKON CUCTEME
TOPI'OBOI'O ITPEAITPUATUSA

Onunmenko Oxcana Byxapuna Anexcanapa TynuknHa AHreJuHa
AHATOJIbEBHA Ounerosna CepreeBna
3anopoorcckuii HayUOHAIbHOBIL 3anopoorcckuii HaYUOHAIbHOIL 3anopoosrcckuii HaYUOHATbHOIL
YHUGepcumem YHUBepcumem YHUBepcumem
3anopooicve, Yrkpauna 3anopooicve, Yrpauna 3anopooicve, Yrpauna

[lenpto MpeACTaBICHHOW HAay4YHOW CTaTbU SBIAETCA aHAIU3 COBPEMEHHOM MOJEIH
YIOPaBJICHUS 3allacaMM JIOTUCTUYECKOM CHCTEMBI TOPrOBOIO MPEIIPHUATHS U HCCIEIOBAHME
OCHOBHBIX HaIIPaBJICHUN COBEPIIECHCTBOBAHMS CUCTEMBI YIIPABJICHUS 3allacaMU Ha OTEYECTBEHHOM
TOPrOBOM MpENNpUATHHA. B craThe ompeneneHsl poiib YNPAaBICHHs 3alacaMd B JIOTUCTHYECKOM
CUCTEME NpeanpuAThs. PacKkpbITbl TEOPETUYECKHME AaCHEKThl YIPABICHHsS  3amacaMd U
MIPOAHAIN3UPOBAHBI CYIIECTBYIOIIME CHCTEMBI YIIPABICHHS 3alacaMd TOPTOBBIX IPEANPUATHMN.
O0ocHOBaHa aKTyaJIbHOCTh U 11€JIeCO00Pa3HOCTh MOAU(UKALINY CUCTEMBI YIIPABICHUS 3arlacaMy Ha
TOproBoM mnpeanpuatuu. OrmnpenenaeHsbl 3a4adyd U MOTHUBBI CO3JaHMsl 3alacoB TOPTOBBIMU
OpeanpusaTHsIMU. B pesynbraTe MpOBEAEHHOE HCCIEA0BAaHHE ONPEAEINIO HE00X0AUMOCTh
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CO3JaHUsl WHTCTPUPOBAHHOM CHUCTEMBI YIPABJICHUS 3amacaMd  TOPrOBOIO  HPEAIPUATHS,
OCHOBAaHHOW Ha CHHXPOHU3MPOBAHHOM MCIIOJIb30BAHUM CYIIECTBYIOIIUX OTACIBHBIX MOJCIIEH, U1
TOCTIDKEHHSI CTaHJApTHBIX COBPEMEHHBIX 3ahad mnpeanpustus. JlokazaHo, 4to 3¢ QeKTHBHOE
yIpaBlI€HUE MaTepUAIbHBIMU 3allacaMd TOPIOBOTO MNPENNpPUATHS JODKHO 0a3upoBaThbCs Ha:
UCTOJB30BAHUU  MOIIHBIX WH(GOPMAIMOHHBIX TEXHOJOTMH; COBEPLICHCTBOBAHMU CHCTEMBI
KOHTPOJISl 3allacOB M KOOPJIMHALIMM IIOCTaBOK; OOECIEYEHUH HENPEPhIBHOTO B3aUMOACHCTBUS
(YHKIMOHATBHBIX MOJICUCTEM BCEH COBOKYIMHOCTH INMPEIIPUATHI-TIPOU3BOAUTENCH, TOTpeduTenen
U NOCTAaBIIMKOB U HAJIAXKHUBAHUU PPEKTUBHON KOMMYHMKALIUU ¢ HUMH, MOJU(PUKALIMH CUCTEMbI
IUTAHUPOBaHUS B cepe cObITa, 3aKyNOK, MPOABMKEHNE U MOTHBAIMU TEPCOHANA; ONTHMU3ALUU
MapKETUHTOBOM CHCTEMBl IPEANPUATUS W  COBEPLICHCTBOBAHMM  YNPABICHUS  3aKa3aMu;
peopranu3alyi CUCTEMBbl CKJIAJMPOBAHMSI B COOTBETCTBUU C BBHIOPAHHOW CHUCTEMBI YIIPABJICHUS
3aKa3aMHu.

KiroueBbie cj0Ba: TOProBoe MNPENIPUATHE, CUCTEMA YIPABICHHs 3allacaMy, TOPrOBBIC
3a1achl, HEMPEPBIBHOCTD JIOTUCTHUECKUX Ollepalui, KojaeOaHHs crpoca, CKIaJCKUE pacXobl.
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