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Abstract

This article considers the approaches to early diagnostics of business conflicts within the sys-
tem of business social responsibility forming during the process of thorough decision-making,
and under conditions of uncertainty regarding the flow of business activity for the purposes of
‘problematic’ companies’ crisis recovery and competitiveness restoration. Itshows that a quality
business activity should presuppose elements of early identification of signs of business conflicts
with the search for possible instruments to neutralize them. This is currently an important con-
dition for business development. The study was also aimed at aspects of the impact of business
conflicts on the diagnosed level of economic protectability of ‘problematic’ economic entities
and their crisis recovery as full-pledged participants of business activity social responsibility
system development — a constituent of the state economic development. We drew the methodol-
ogy for detection of conflict situations based on signs of business conflicts identification, and
suggested an innovational approach to modeling of the business uncertainty level with timely
settlement of business conflicts. We carried out an analysis of major subsystems of crisis com-
pany management during the emergence of conflict situations that effectively influence the res-
toration of competitiveness and the system of forming social responsibility in today’s business

world.
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1. INTRODUCTION

The purpose of almost any business is generating income, without obstacles, and further increas-
ing it, avoiding unnecessary and unexpected costs. Costs may be either a result or a prolonged
consequence of various business conflicts, which may in the future destabilize and totally ruin
the integrity and basic strategy as well as economic protectability of the business activity itself.

Therefore, a scientific problem of diagnostics arises, which is the detection of business conflicts
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at their early stages and the future forecast of the probability of their recurrence in the business
social responsibility forming system with the assurance of persistently high levels of economic
protectability of economic entities of strategical importance for the state. This study was aimed
at early diagnostics of the signs of business conflicts, their impact on competitiveness and the
level of a business activity’s economic protectability in the business social responsibility forming
system. This scientific direction is important for decreasing the number of ‘problematic’ compa-

nies, especially under conditions of financial and economic uncertainty.
Besides the primary objective, this study also provides the following:

1) generalization of reasons for the emergence of developed business conflicts in a business
activity; 2) defining the basic factors of business conflicts management and characterizing them
through mathematical descriptions; 3) forming the methodology for predicting the interrelation
between the business conflicts flow and the elements of assessment of the company’s economic
protectability state; 4) forming an interrelation between the business conflicts forecast and the
system of business social responsibility; 5) early identification of primary signs of business con-
flicts in a business environment; 6) analysis of companies that are ‘problematic’ in terms of
worsening their social and economic situations; 7) introduction of a methodology for the man-
agement of a ‘problematic’ company through the establishment of a quantity-based interrelation
between the diagnosed level of economic protectability and degree of ‘problematic character’
for the purpose of the adjustment of basic management functions involving the subsystems of
crisis management, to improve the general business development strategy; 8) the applied usage

of economical and mathematical methods to reveal this problem.

2. THEORETICAL BACKGROUND

A review and analysis of recent studies and publications has shown that Ukrainian business
activity increases the scale of its participation in solving various social issues, the list of which
begins with potential directions for activity with business social responsibility.

Business social responsibility, for the likes of Adelkin (2005), Saienko (2002), Starodubska (2005)
and others, should be interpreted as a property that enables the correct managing of commercial
activities of companies and other market operators to create a positive societal effect. There-
fore, business social responsibility is the financial and economic responsibility of a production
structure for the performance of quality multilateral business operations and the maintenance
of a high level of profitability, earning capacity, cost efficiency and economic protectability via

certain accepted tools and control measures.

Porter (2017) has proven that business makes the economy operate. However, the economy may
have an adverse effect on the development of a business activity — that is, to broaden the op-
tions for its competitive strategy based on fairness and economic confidence. The problem of
researching the detection of problematic areas in the activity of industrial companies, affected
by crisis situations and, namely, different conflicts, including economic ones, was explored by
both foreign and Ukrainian scientists such as Bielikov (2013), Bobryshev (2012), Kapitonenko
(2009), Osovska (2003), Yurchenko (2007) and many others. They managed to explore the fac-

tors of conflict emergence and to analyze the nature of the occurrence with a spontaneous or
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typical incompatibility of interests of parties to business agreements. However they did not con-
centrate on studying the essence of business conflicts’ influences and the effect of measuring the
level of companies’ economic protectability, namely ‘problematic’ ones, on the basis of quantity
economic and mathematical methods, and for the nature of a business’s social responsibility

development in general.

With regard to the review of literary sources, it can be argued that the tasks of scientific issues

require a further detailed study.

2.1 The nature of business conflicts in a business activity

Any conflict, and namely, in a business activity, having multifaceted generation nature and in-
dividual character of influencing the development of a specific economic entity, is based on
inconsistent interests of business partners. These inconsistent interests may occur either im-
mediately, or in certain time span from the start of conclusion of business agreements, and will
be characterized by the partial or complete loss of certain level of interaction between these
partners on the market, and, in particular, loss of economic confidence between them that in the
future, in most cases, may lead to serious economic and social problems, violating the balance of
established relations. Due to this, there occurs a problem of forming, adequate in the context of
real environment, conceptual essence that would uncover the sense of not only generation and
flow of business conflicts, but also the influence of conflict situations on the present state of

company’s economic protectability.

The conducted research allows generalizing the following primary grounds for emergence of
most business conflicts in the business activity that destabilize the system of business social
responsibility, and namely: 1) communication disorder in the business activity; 2) inability for
preventing conflicts or their improper forecasting; 3) disruption of balance between the parties
of business agreements in development of managerial solutions; 4) underestimation of business
partners’ properties; 5) late discovery of discrepancies between the actors of business relations
establishment; 6) breach of agreements on various stages of business agreements conclusion or
initial violation of business strategy; 7) purposeful infliction of economic damage to the other

party of business contract, etc.

Besides, any economic conflict should be considered a formed conflict since the moment when
conditions of a business agreement are violated or purposefully ignored. It means that ‘conflict
is a situation when participants of relations, united by the same object, realize incompatibility
of their interests regarding it and act with account of such realization’ (Kapitonenko, 2009, p.
10). The scheme of a recommended forming of interrelation between the business conflicts flow
and assessment of the state and, namely, the level of the company’s economic protectability, is

shown in Fig. 1.
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Identification of results (consequences) of business agreements
with present elements of economic conflicts
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Assessment and detection of admissible or inadmissible economic loss of the company due to
business conflicts
v
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according to the introduced methodology for calculation of its level and with assessment of
consequences of business conflicts flow

v

Control of calculated level of economic protectability of the company
with the admissible fluctuations range

Fig. 1 — Development of interconnection between the business conflicts flow and the elements of assessment of the state

of the company’s economic protectability. Sonrce: anthors’ own

All the reasons for emergence of business conflicts in business are individual, though the field of
conflict situations in business environment may be forecasted in advance on the basis of previ-

ous research of consequences of business agreements.

2.2 The influence of business conflicts on destabilization of the business

social responsibility system
The social responsibility of entreprenecurship is necessary for development of business. There are
few socially responsible enterprises and companies at the moment. Therefore, their experience
in this sphere is quite valuable. Any production structure cannot be successful in business and
social responsibility, if around or inside of it, there are various conflict situations, destabilizing
this property of the company and simultaneously ruining its integrated economic protectabil-
ity, developed. Today’s state of business activity depends on the right approach to assessment of
conflict situations that might, from time to time, appear in internal and external environment of
production and economic structures during their development of business commercial coopera-

tion.

Business social responsibility is not directly linked to the uncertainty of entrepreneurial activity.
However, business conflicts and their consequences border on uncertainty that emerges in situ-
ations with a range of unknown factors that are difficult to be foreseen in advance, namely in the

course of conflict situations themselves.

Though, in prevention of business conflicts and their timely prognosis, the level of social re-
sponsibility Of business aCtVIy (R pomii sy ) increases as these factors and the level of

uncertainty (R ) have inverse correlation as follows:

uncertainty




social responsibility of business activity 1 / Rwlm‘/mnt) (1)

Uncertainty is deficiency or inaccuracy of information under conditions of implementation of
projects (programs) elaborated by the company, including those related to current expenses and
final, not forecasted, results. In most cases, the account of uncertainty is performed in three
ways: by checking stability of an elaborated project (program); adjustment of project indicators
and economic standards; a formalized description of uncertainty (Donets, 20006, p. 102). In our
case, the level of business uncertainty may depend on basically two major factors — chaotic dy-
namics of the level of business project stability (A R, ) and a number of business conflicts
( B,) with a prolonged undefined period for their settlement. Therefore, the functional depend-

ence of the level of business uncertainty on the above-mentioned factors may be expressed as:

Roiortiny = J (XA Ry s B.) @

When having commercial negotiations or concluding of business agreements, the conflict situ-
ation along with an incident or a reason for incident becomes a conflict area. A conflict area is
not always efficiently included in the management process as it may presuppose a considerable

number of vectors for development of business conflicts in a business activity (Bielikov, 2013).

3. RESEARCH OBJECTIVE AND METHODOLOGY

With a growing topicality of the issue of the business social responsibility and increase of its
social culture, the primary task is development of methodology for eatly diagnostics to detect
business conflicts and introduce the forecasting approach towards a precise definition of prob-
ability of their occurrence that provides for the foreseen level of economic protectability for
both individual company, and all its partners — business structures, signing into contracts or

competing on the market.

The research methodology requires complex practice for detection of the first signs of business
conflicts, first of all, regarding the ‘problematic’ companies that have lost their financial solvency
for the present time and it is early diagnostics of negative consequences of conflict situations that
is important to them. During the crisis, their level of economic protectability becomes consider-
ably lower, but some, in contradiction to most problems, do strive to resume the state of their
protection, having applied various anti-crisis measures and become full-pledged participants in

the business social responsibility forming and general development of the state’s economy.

At present, the entrepreneurship does not have an elaborated mechanism for early diagnostics
and neutralization of business conflicts in the business social responsibility forming system, and
therefore, this research is topical. All the data on business conflicts are mostly confidential, and
the statistical data on the consequences of conflict situations are quite unrevealed and restricted
by the position of real facts, and therefore, the primary source may only be the basic form of
financial statements of the companies, providing general information on the dynamics of fi-
nancial and economic state of the economic entity, including recessive dynamics due to action
of separate business conflicts. The data are taken from expert surveys and statistics of actual
conflict situations in the business activity with the elements of imitating modeling with the ap-

plied use of a broad range of economic and mathematical methods. Using own researches, it is
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recommended to prefer diagnostics of the company’s economic protectability according to the
method of structural and functional diagnostics of its level through a range of indicating factors,

noting all, even the minor deviations from the standard values.

The research methodology also includes defining the position for introduction of subsystems
of crisis management within the companies, no ‘problematic’ enterprise can go without, if the

business activity has lost its positions, in particular, due to business conflicts.

3.1 The diagnostics of signs of business conflicts in forming business social
responsibility
A timely detection and further prevention of business conflicts requires a complete differentia-

tion of their signs in advance. The main diagnosed signs of business conflicts on the companies

may include the following:

1) identification of a higher value of the company’s economic loss, than the one planned, due to

conflict situations:
ALy =17 - Lo, ©)

where L7, is an economic loss of the company for the reference period; L7, is an economic loss
of the company for the reporting period; AL is an absolute value of change in economic loss
of the company for the reporting and reference period with the division according to levels of
its ‘problematic character’, and namely: L/;; 1.2, ; L7;; L4, where AL/, — (-v;0] is a O-level of
the company’s ‘problematic character’; ALz, — (0;v,] is a 1-level of the company’s ‘problematic
charactet’; AL, — [v,;v; | is a 2-level of the company’s ‘problematic character’; AL#, — (v3;v, |
is a 3-level of the company’s problematic character’ that fixes the presence of exceeded economic
loss due to a business conflict where v;;v,;vs;v, are limit values of a range of admissible and in-

admissible economic loss of the company.
2) identification of drop in the value of net cash flow (N ):

Ng=P+ A,-1, “)
where P are profits from production activity; .4, are amortization deductions; I are expenses on
investment in the capital production;

3) identification of a recessive tendency for the value of net profit (INP):

NP=[V,XP,(Ec+Er+17)+ P | X (1-(i,/ 100%)), (5)
where 17} is a volume of production in natural units; Pyis a product price; E¢ are conditionally
constant expenses on product manufacture; E» are conditionally variable expenses per product

unit; P, is a liquidation profit from the product sales; 7, is an active taxation rate for the company

profit.
4) identification of zero effectiveness of the business agreements concluded:
B, 1B, =0, (6)

where B, Br, are business agreements; [ is crossing (consistency) of business agreements on joint

conditions; @ is zero efficiency of bilateral business agreements.
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5) failure to achieve agreement and equality of parties to business agreement:
B+ 1B+, # Bs, I By, (7)

where 7 is a sign of disagreement (inequality) in achievement of interests of parties to the busi-

ness agreements.

6) non-compliance with the principle of generalization of business relations or inability to dif-

ferentiate commercial risk as a result of conclusion of business agreements:

JB) # fllox e @/d], ®)
where f(B) is a function of a planned, but not performed generalization of business relations of
partners in conclusion of business agreements in case of inability to place business agreement
into characteristic series of a type: B« # (y,/d,) + (,/dy) + .. + (,/d.); X1 s x> » - X, 18 2 characteristic
informational function on a state of riskiness or active capacity of business agreement in a com-
pany; d, , d,, ..., d, is a discontinuous carrier that fixes conclusion of active business agreements

and sequence of their consideration, ;€ D*(Konysheva & Nazarov, 2011).

7) violation of agreed provisions in the course of business agreements (inability to apply multi-

criterial optimization of interests of the parties of business agreements):
F(x")# maxminz,(x); F(x") # minmax z,(x), )
ez, i xeZ, i

where F(x*) is a planned for performance criterion or a principle of uniform optimization of
managerial solutions regarding settlement of business conflicts, though not performed; z,(x) are
business decisions that in settlement of conflict situations replace financial and economic results
of business activity; 7 = 7.7 ; xis a characteristic variable that becomes variable x*in the optimi-

zation process; Z, is a multitude of ‘compromises’ in settlement of business conflicts.

8) identification of a low actual value of sales of ready products if compared to the planned value

due to conflict of interests in marketing planning:

2= (R + 4 X Rer T 20/ 6) £ 2 X (R = 20/ 6)s (10)
where z is a planned value of sales, pcs; 2., 3., ar¢ maximum and minimum expert assessments
of sales, pcs; z,,,, 1s an average expert assessment of sales, Pcs; (3. - T /6 is an admissible value

of standard deviation.

9) non-achievement of standard value regarding the relative rate of change in current financial

investments (&, ) due to business conflicts with investors:
k= CFI/CFI < 1 (11)

10) non-achievement of standard value regarding the rate of change in absolute liquidity ratio
(kgrr) with participation of current financial investment due to business conflicts and rapid

deterioration of financial and economic state on the company:
(kAIT) = &1,/R0, <1, 12
where £0,= (MF* + CFI?) /| CO% = k!, = (MF' + CFI') / CO!, where CFI’, CFI' are are cutrent

financial investments for the reference and reporting periods; &7, ; £/, is an absolute liquidity

ratio for the reference and reporting periods; MF?, MF" are monetary funds and their equiva-
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lents present at the company in the reference and reporting periods; CFI?, CFI" are the current
financial investments in the reference and reporting periods; CO% CO" are current obligations

for the reference and reporting periods.

11) non-achievement, by the company, of standard value of the inventive activity level (/, ) that
does not allow making weighted managerial decisions regarding implementation of scientific

research results:

L, = ky/Z + k) Z + vty < 2, (13)

aly

where £, is a number of company’s employees with a necessary level of education; Z is a total
number of employees; £, is a number of employees with the corresponding academic back-
ground; 2+ is an actual level of psychological climate in a group of inventive activity; » is a maxi-

mum level of psychological climate in a group of inventive activity, in points.

12) non-achievement of a standard value of indicator of fundamental and applied researches (K,)

in arrangement of a manufacturing process:
K,=(K/K1)<T, (14)

where K, K*7 is a number of fundamental and applied researches in arrangement of of manufac-

turing process for the reporting and reference periods.

13) incorrectness in definition of objective value of expenses due to subjective factor (their in-
crease or decrease) under conditions of company liquidation and calculation of liquidation cost
(C,):C,. =A, -0-E,; ,where A, is a liquidation cost of assets; O are obligations; E, are ex-
penses, related to liquidation cost of a company or its assets (Moroz & Khoma, 2017), (Khoma,
2017).

3.2 The actions of subsystems of crisis management under business conflict
conditions

Today’s activity of companies, even under conditions of financial recovery is not immune to
business conflicts, consequences of which destabilize not only current financial and economic
state and state of economic protectability, but may also distort or restrain, for the indefinite
period, the attainment of all results of the planned implementation of anti-crisis procedures that

must be applied towards specific economic agent for the purpose of its ‘rehabilitation’.

A significant number of scientists have researched crisis company management in the context of
crisis issues themselves. These are the following national scientists: Vasilenko (2001), Rayevnye-
va (2012), Tereschenko (2004), Chernyavskiy (2005), and the following foreign scientists: Boin &
Lagadec (2000), Pearson & Clair ( 1998), Lerbinger (2012), Mitroff (1991), Pauchant, Mitroff &
Lagadec (1991) and many others. In most cases, they were acting purposely in a local context, ei-
ther developing general notions and crisis typologies and their diagnostics, or forming a strategic
plan of crisis company management with account of assessment of internal state of ‘problematic’
economic agents, sale markets, investment projects, or optimization of production relations and
financial resources without specifically considering particular aspects of effects from the gener-

ated business conflicts and their consequences for efficiency of crisis management system.

As we know, the notions ‘crisis management’ and ‘financial recovery’ are closely correlated with
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one another. Crisis management is a unity of forms and methods for implementation of anti-
crisis procedures that are applied to the specific company for the purposes of its rehabilitation
(Bazarov et al.1996, p. 33). Financial recovery is a system of economic and organizational events
aimed at rehabilitation of debtor company’s financial state, though this provision does not ap-
ply to financial recovery of a debtor company in case of institution of bankruptcy proceedings
(Chernyavskiy, 2005, p. 82).

More dangerous character is peculiar to those conflicts that may occur in the process of elabo-
ration and introduction to the action of separate subsystems of crisis company management,
blocking their positive ultimate result — rather rapid neutralization of the crisis state on the
economic entity. Then the efficiency of this subsystem becomes doubtful and does not allow

preserving production process and competitiveness in any situation development.

The full-pledged mechanism for blocking negative consequences of business conflicts in a busi-
ness social responsibility forming system with company’s crisis management should contain the

following elements:

* identification of influence of negative consequences of business conflicts on the basis of its
subsystem that are equally efficient under conditions of financial recovery of economic entity
(this identification process will be based on a differentiated list of negative features of conflict
situations according to the detected sign with economical and mathematical description and

identified influence on specific subsystems of the company’s crisis management;

forming the list of events that block spreading negative consequences of business conflicts,
results of which will restore and activate implementation of anti-crisis procedures in the

company.
The full-pledged mechanism of crisis management consists of the following subsystems:

1) subsystems for diagnostics of financial state and assessment of business development prospects
(or bankruptcy diagnostics and monetary flows planning diagnostics); 2) marketing subsystems;
3) subsystems of anti-crisis investment policy; 4) HR management subsystems; 5) production
management subsystems; 6) company liquidation arrangement subsystems (Bazarov et al. 1996).
Each of these subsystems is responsible for expected financial and economic results that require
immediate change during the extreme deterioration of the company’s economic situation, and
namely in the conditions of business conflicts influence. A long-term identification of higher
value of the company’s economic loss than the one planned, identification of drop in the value
of net cash flow and identification of recessive tendency of the net profit value must fall within
the responsibility of subsystem for diagnostics of financial state and assessment of company’s
business development prospects. The identification of low actual value of sales, if compared to
the planned one, must fall within the responsibility of marketing subsystem. Violation of control
regarding relative rate of change in current financial investment and control of relative rate of
change in absolute liquidity ratio with participation of current financial investments must fall
within responsibility of subsystem of anti-crisis investment policy. Violation of control of the
level of an inventive activity that allows making weighted managerial decisions as to implemen-
tation of scientific research must fall within the responsibility of HR management subsystem
and violation of control over the value of fundamental and applied researches in arrangement of
manufacturing process must fall within the responsibility of production management subsystem.

24 Journal of Competitiveness u



In case of the erroneous definition of costs under conditions of the company’s liquidation and
calculation of the liquidation costs, the anti-crisis measures are performed by the subsystem of

the company’s liquidation arrangement.

4. RESULTS AND DISCUSSION

In order not to allow occurrence of complete crisis state, it is recommended to combine tactics
of managing ‘problematic’ companies with information of the company, having been already
diagnosed for the date, as to their economic protectability, and, namely, due to action of busi-
ness conflicts. Let’s assume that a certain economic entity, within a reporting calendar year,
concludes a range of business agreements with constant number of partners, and they also enter
into economic relations between themselves, and besides, they know, in advance, the probability

for emergence of some conflict situations (see Tab. 1).

Tab. 1 — Imitation matrix of probability for occurrence of conflicts when concluding business
agreements. Source: (Khoma, 2014)

B, B, B, B, B, B,
B, |- 0.2 0.1 - - 0.3
B, |02 - 0.5 0.3 0.4 0.5
B, o1 0.5 - 0.7 0.3 0.3
B, |01 0.3 0.7 - 0.6 0.5
B, - 0.4 0.3 0.6 - 0.2
B, |03 0.5 0.3 0.5 - -

As we know, annual business agreements B/, with probability of occurrence of economic con-
flicts P,, where 7 is their sequential number, wete concluded on the economic entity throughout
the entire calendar year, though the exact probability of their occurrence with possibility to

measure the average value was known only in the first three months.

Month 1. B/, = BLYB), — P, = 0.1; B, =B4YB, — P;=0.6;
B2, = B,YB, — P,= 0.5 B, =BYBs, — P, =0.3.
Average probability of business conflicts occurrence: P = 0.375
Month 2. B/, = B,YB’, — P, = 0.3; B*, =B,YB, — P,=0.2;
B, = Bs,YB*, — P, = 0.5; B, =B,YB!, — P; = 0.7.

B, =BYB,— P;=0.5;,
Average probability of business conflicts occurrence: P = 0.44
Month 3. B/, = B,YB’, — P, = 0.4;
B, =BYB), > P,=0.3;
B, =B.YB, — P;=0.3;

Average probability of business conflicts occurrence: P = 0.333
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Then the annual probability of business conflicts occurrence will be: P), =0.383 . This value cor-

responds to correction coefficient 3 .

In this situation, the integrated level of the company’s economic protectability (R, ), influ-
enced by the levels of innovational, financial and credit and investment protection (compo-
nents of protectability), as well as value of additional destabilizing influence (g, ) that will
appear if on the company there are proven and investigated economic crimes due to illegal
actions, and correction coefficient () for specification of quantitative measuring of the level
of economic protectability within all its components that will equal to the value of annual
average probability for emergence of business conflicts with certain negative consequences,

may be shown by the following dependence:

15

where I, is a localized 7- dimensional scale for measuring levels of components and general level
of economic protectability ( I, =10); |A/ | are absolute distortions, according to the module of
calculation values of indicating factors from the standard values; N/, are standard values of indi-
cating factors; 7 is a number of diagnosed components of protectability (# = 3); g is an optimal
number of selected indicating factors; £A is admissible calculation error that does not change the
state of protectability within fixation of the corresponding low, medium or high level (Khoma,
2015;Alieksieiev & Khoma, 2017).

The information on a diagnosed level of economic protectability of the ‘problematic’ companies
under the influences of business conflicts allows, within a limited time, defining objective de-
gree of ‘problematic character’ of this economic entity in the system of forming business social

responsibility.

In the real-time conditions, during the process of forming the business social responsibility
system, one can emerge from a crisis state if offered an efficient method for defining a degree of
‘problematic character’ of an enterprise based on the diagnosed level of economic protectabil-
ity, adjusted for the influence of business conflicts. It is recommended to diagnose economic
protectability of the company by the method of structural and functional diagnostics through a
range of indicating factors, fixing their tiniest deviations from the standard values. There may
also be used a systemic and complex express diagnostics, taking into account the transversality

property with the criteria defined in advance (Khoma, 2012).

According to these diagnostic methods, the range of economic protectability level may vary cot-
respondingly in the limits [0; 10] or [0; 24]. The admissible lower limit of economic protectability

level will never be equal to zero.

In order to find the lower admissible level of company’s economic protectability and specify the
upper level under conditions of active business conflicts, we will use the Wald criterion regard-

ing adoption of optimal decisions max-min and max-max (Pryimak, 2008, p. 148).
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Let’s model the activity of conventional enterprise for the period of three years of its function-
ing (we will take as a basis a range of company’s economic protectability level according to the

method of structural and functional diagnostics) (see Tab. 2).

Tab. 2 — The results of lower and upper limits of the admissible level of economic protectability
of the modeled company under conditions of active business conflicts and uncertainty accord-

ing to the Wald criterion. Source: authors” own on the basis of imitation modeling results

Year / The diagnosed level of economic protectabil- Wald criterion
Month ity (Rpp)

1-st year 2-nd year 3-rd year max - min max - max

January

February
March
April
May
June
July
August

O | &~ || Co | O

9
8
5
4
6

10

September
October

November

O |0 | O |~ | TN |O W[ WIN|DN

[N RN IR O B e B ==l el IR GRS B I \O ) R an ) e
Ll || q || W
DO O | &N | R~ DD OO W ||| O
O |V ||V

=}

December

According to the results of Tab. 2, the admissible level of economic protectability in the business

structure will range within the limits [6; 10] with an average value of 8 points.

Therefore, to specify upper value of the level of economic protectability it is recommended, in
extreme conditions, to use o — Hurwitz criterion with the value of a =0,5, which is taking an

average value in a range of 0= o<1 between criterion max-min and max-max.

The interim calculations are performed according to the following formulas:

Rip = a X max Ry, + (1 - o) X min Ri), (16)

), @

REP=[

where 7is a corresponding cluster, encompassing three years of the company’s activity in the sec-

tion of one calendar month (i =1,12 ) with a selection of maximum value Ry, , provided in Tab. 3.

Tab. 3 — Values of the upper possible level of economic protectability of the modeled company
conditions of active business conflicts and uncertainty according to Hurwitz « -criterion.

Source: authors’ calculations




Diagnosed level of

economic protectability . (1-o)
Year / R®,) » m?x o max m.ln min _
Month 1-st 2-nd | 3-1d Rier Riee Rier Rigp Rier

year year year
January 0 2 9 05 |9 4.5 0 4.5
February 0 2 8 05 |8 4 0 4
March 2 3 5 05 |5 2.5 2 3.5
April 1 3 4 05 |4 2 1 2.5
May 3 9 6 05 |9 4.5 3 1 6
June 0 6 10 0.5 |10 5 0 0 5
July 0 7 3 05 |7 3.5 0 0 3.5
August 4 4 6 05 |6 3 4 2 5
September 6 10 7 0.5 110 5 6 3 8
October 5 8 6 05 |8 4 5 2.5 6.5
November 5 05 19 4.5 5 2.5 7
December 5 05 19 4.5 2 1 5.5

As we can see from Tab. 3, under conditions of substantial risk, the admissible range of the level
of economic protectability of a ‘problematic’ company even with a normal financial situation is
significantly narrowed from the segment [6; 10] to [6; 8]. Such distortions suggest a close inter-
connection between the company’s level of economic protectability and degree of its ‘problem-

atic character’ under the influence of certain conflict situations.

Using the Hurwitz o -criterion is possible in the case of a rational substantiation of the level of
market risk. On the condition of a rapid increase in the degree of ‘problematic character’ of the
economic entity, it is recommended to establish an interrelation between the diagnosed level of
the economic protectability (as adjusted for the adjustment coefficient (3)) with the selection of
its maximum value for the row of last calendar years and build a matrix of losses as a difference
between the maximum level of economic protectability (Ry;) of the first, second, and third years
of its activity and the level of economic protectability per the end of every month of the corre-
sponding level. This is an important condition of the Savage criterion, which allows selecting the
value of maximum losses of the company according to each matrix row so as to define, on their
basis, the lowest value of losses among the maximum ones (maxB; ) that would correspond to
the degtree of ‘problematic character’ of the economic entity for a certain period of functioning,

when losses may prognostically increase as a consequence of active business conflicts.

Let us calculate the degree of ‘problematic character’ on the example of the modeled company,
using the information of the diagnosed level of their economic protectability by the end of each
calendar month for the period of three years and build a matrix of losses according to the Savage

criterion. The interim and final calculation results are provided in Tab. 4.
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Tab. 4 — Determination of degree of the company’s ‘problematic character’ based on the
diagnosed level of economic protectability regarding active business conflicts and the Savage

criterion. Source: authors’ own

Diagnosed leV?I‘ of economic Matix of losses
Year / Month protectability (R, max B,
1-styear | 2-ndyear | 3-rd year | 1-styear | 2-nd year | 3-rd year

January 0 2 9 7 8 1 8
February 0 2 8 7 8 2 8
March 2 3 5 5 7 5 7
April 1 3 4 6 7 6 7
May 3 9 6 4 1 4 4
June 0 6 10 7 4 0 7
July 0 7 3 7 3 7 7
August 4 4 6 3 6 4 6
September 6 10 7 1 0 3 3
October 5 8 6 2 2 4 4
November 7 5 0 1 5 5
December 2 5 5 1 5 5
max R, 7 10 10

According to the Savage criterion, the minimum level of losses among for the modeled com-
pany equals 3. This value may be taken as the degree of ‘problematic character’ of this company.
In order to determine assessment characteristics of the degree of ‘problematic character, we
will use the calculation results of the lower and upper limits of the admissible level of economic
protectability under conditions of active business conflicts and the uncertainty on the modeled
economic entity with the application of the Wald and Hurwitz criteria that satisfy the section

[6; 8].

While developing the business social responsibility system, the degree of ‘problematic char-
acter’ of the company must be lower than the lower limit of the admissible level of economic
protectability. In our case, with regards to the example of the modeled company, this condition
is fulfilled, that is 3 < 6 (with deviation of 3 units). Otherwise, the method of calculation of the
degree of ‘problematic character’ of the economic entity should be considered faulty. A particu-
lar value in this situation is acquired by the quality of drawing the very scale of deviation of the
degree of ‘problematic character’ from the lower admissible level of economic protectability and
making a decision regarding the determination of characteristics of the ‘problematic character’

degree category.

We will take the section of 0 % to 100 % for the deviation interval range and divide it into four
equal sectors: 0% to 25%; 25% to 50%; 50% to 75%; 75% to 100%. Each sector will count for a
certain value of deviation from the section [0; 6] and will characterize a category of the compa-

ny’s ‘problematic character’ degree (Tab. 5).




Tab. 5 - A scale of deviations of the degree of a company’s ‘problematic character’ from the

lower limit of the permitted level of economic protectability. Source: (Khoma, 2010)

Deviation Absolute value of | Category of the company’s ‘problematic character’
area deviations, A, degree

1 0= A=15 High degree of ‘problematic character’

11 155 A3 Medium degree of ‘problematic character’ with in-

creased risk of losses

111 3<AS45 Medium degree of ‘problematic character’ with admis-
sible risk of losses

IV 455 A6 Low degree of ‘problematic character’

In our case, the company with a chaotic fluctuation of the level of economic protectability under
the influence of various business conflicts, during three years of its operation with the minimum
level of losses of 3 conventional units (see Tab. 4), has an average level of ‘problematic character’
with an increased risk of losses, including deviations from the value of the lower admissible limit
of the company’s economic protectability level of 6 points: A;= 6 - 3 = 3 (see Tab. 5). This means
that the situation is better with a higher absolute value of deviations in the degree of the com-
pany’s ‘problematic character’ from the diagnosed level of economic protectability. This means
that, in this case, the decrease in the current level of losses under conditions of active conflict
situations is fixed. However, in the case of a high or medium level of the company’s ‘problematic
charactet’ with an increased risk of losses, it is necessary to look for efficient anti-crisis measures
regarding the adjustment of the primary functions of the managing economic entity for its sus-

tainable development in a business social responsibility forming system.

5. CONCLUSION

Most business conflicts are generated in a business environment by the occurrence of an unfa-
vorable event and uncertainty that destabilizes the integrity of the business social responsibility
forming system. The development of a methodology for timely diagnostics of conflict situations
on the basis of the classification introduced related to identification of business conflict signs
and forecasting them for the future enables making the competitiveness of enterprises and their
economic development more predictable and stable, simultaneously protecting the society from

various economic issues.

The data on fluctuations of lower and upper limits of admissible levels of a company’s economic
protectability allow establishing an interconnection with the degree of ‘problematic character’
of this economic entity. The degree of interconnection depends on the efficiency of the selected
method of determination of the degree of ‘problematic character’ on the basis of the built matrix
of losses according to the Savage criterion and the diagnosed level of the company’s economic
protectability according to the method of structural and functional diagnostics. On the basis
of the defined category of the degree of the company’s ‘problematic character’ according to the
point scale of deviations, the most efficient management strategy may be chosen. However, after

improving the scale with the justification of every step in a deviation change, it is possible to
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study its dynamic development, discovering weak points of financial and economic activity and

the deterioration of competitiveness.
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