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DIGITALIZATION OF BUSINESS UNDER
GLOBAL CHALLENGES

The article focuses attention on prospects for the development of Ukraine’s economy
taking into account the potential of social processes and business digitalization. We accen-
tuated the global tendencies of economic relations digitalization, which create progressive
forms and methods of business processes for small and medium enterprises. The article
determined priorities of development for small and medium businesses of Ukraine under
the conditions of the pandemic, world economic crisis, and digital transformation of eco-
nomic relations.
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Background. Modern conditions of work for small and medium-sized
businesses are characterized by a very high level of dynamism, so running
a business with old business models means exposing yourself to the risk
of being behind competitors. Accelerating the pace of informatization and digi-
talization, on the one hand, increases the risks for existing business models, but
on the other hand, it opens up new opportunities for business development.

According to a study conducted by Huawei and Arthur D. Little [1],
in 2016, 60 % of companies began to use digital technologies and change
their business; 20 % of companies have just started to get acquainted with
digital; 18 % attracted and served customers with the help of information tech-
nologies; 2 % are completely digitalized. In 2016 the digital economy accoun-
ted for 15.5 % of world GDP, in 2022, according to experts from Huawei
and Oxford Economics calculations, this figure could reach 60 % [2].

Nowadays, digitalization is becoming a necessary condition for doing
business, which affects not only work with customers but also internal pro-
cesses related to production, management, internal communication. Particu-
lar attention is paid to the applied aspect of digitalization, ie the possibility
of its application in the practice of enterprises, which encourages the latter
to constantly increase the set of digital tools and expand their scope.

© Kondratiuk O., Stoianenko 1., 2020
26 ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6




INNOVATIVE ECONOMY

According to a McKinsey company study, businesses, and organiza-
tions that have switched to digital competition have 2.5 times more active
revenue growth, better EBIT and ROI indicators. Conversely, in the case
of'a slowdown in digital transformation, companies estimate the probability
of revenue loss in the next 3 years at 25-40% depending on the industry [3].

Analysis of recent research and publications. Theoretical and app-
lied aspects of digital economy formation and development are highlighted
in the works of such foreign researchers as A. Toffler and H. Toffler [4],
they point out that information can replace a large number of material
resources and will become the main material for employees. B. Larralde and
P. Hagen [5] emphasize that the use of digital tools leads to radical changes
in our lives, makes us think in new ways, plan and make decisions.

Among national scientists who study the problems of the digital
economy and its impact, in particular, on the activities and development of do-
mestic enterprises, it is worth noting the works of O. Abakumenko, Y. Bazhal,
V. Varga, O. Gudz, A. Derkach, 1. Dulska, K. Kononova, M. Korneeva,
S. Korol, N. Kraus, V. Makoviy, E. Polovyk, O. Halapsis, and others.

Thus, Yu. Bazhal [6] focuses on the ability of small businesses to
implement digital tools in business, which provides advantages over large
corporations when it is necessary to dynamically commercialize the latest tech-
nologies or meet innovative consumer demand. The advantage of small inno-
vative entrepreneurship is its ability to quickly introduce new products,
modernize and disseminate them through cooperation with both large busi-
nesses and consumers, adapting new product properties to possible innovative
needs, as well as being a link between industry science and public research
sector, universities and other participants of innovation processes.

In turn, K. Kononova pays attention to the information economy, the use
of artificial intelligence, and their impact on the activities of enterprises [7].
N. Kraus considers the digital economy as one that is based on digital com-
puter technology. The researcher focuses on the description of this type
of economy basic components and innovative services/products [8].

Taking into consideration the urgency of this problem and the growing
need for digital tools for small and medium business entities, the questions
of new ways to manage the economic and social changes associated with the
digital transformation demand more in-depth research.

The aim of this work is to substantiate the modern vision of society
digitalization manifestation and determine a set of tools for enterprises’
digitalization, including small and medium-sized businesses under the condi-
tions of global challenges.

Materials and methods. The informational bases of the research were
publications of national and foreign scientists on the research topic, statis-
tical materials, and Internet sources. To fulfill the set tasks and achieve the
main goal of the research we used methods of generalization, analysis and
synthesis, comparison, scientific abstraction and systematization.
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Results. The term"digitalization" is an English word, which means
"digitization". However, scientists are increasingly using this definition
based on its practical aspect, and therefore the terms "digitalization" have
become widespread.

O. Abakumenko, A. Derkach and M. Korneeva interpret the concept
of "digitalization" as a process of converting a certain information field
from analog to digital format for easier further use on modern electronic
devices [9]. O. Halapsis defined this definition as "digitization of being", that
is not only the mass use of digital technologies but the process of bringing
into an electronic form the various types of information used by people,
covering all spheres of life [10]. In the scientific works of national resear-
chers we can also find the interpretation of digitalization as a system of data
collection, storage, analysis and use of artificial intelligence [11] or "... the
process of using the modern information and communication technologies
based on the capabilities of the modern IT industry, for the transformation
of existing business processes by their digitalization "[12].

V. Varga emphasizes on the applied aspect and importance for using
it in the practical activities of enterprises, taking into account the existing
definitions in national publications, characterizing digitalization as "the pro-
cess of systematization, use, processing of information in digital format to
improve customer service in the business environment" [13]. According
to the scientist, its effective application in daily activities will ensure the for-
mation of stable competitive advantages of enterprises both in the current
and in future periods.

Thus, digitalization under the conditions of the modern economy and
global challenges is one of the main tools for enterprise development aimed
at the successful management of all business processes. Digitalization gives
a possibility to simplify and carry out work at a faster pace, using large
databases, providing automation of all activities — both basic and investment
and financial; improve communication between customers, suppliers and part-
ners; increase mobility in interaction within the enterprise — between depart-
ments, employees, management; make the transition to such new organiza-
tional forms of management as a network or virtual economy.

According to a study by the International Telecommunication Union
at the United Nations, the number of Internet users increased from 25.8 %
of the world’s population in 2009 to 53.6 % in 2019, when 4.1 billion people
in the world were connected to the Internet [14]. Therefore, it should be ex-
pected that the development of the Internet will expand the network of pene-
tration of digitalization into all spheres of life of both individuals and
enterprises. The spread of technology leads to a significant reduction in the
share of the traditional economy in the global economic system and an
active transition to the digitalization of all spheres of public life.

For the economy of Ukraine, which is in crisis, it is important to form
and implement new highly effective ideas of economic growth, one of
which, according to I. Dulska, is the introduction of information and com-
munication technologies (ICT) into all sectors of the national economy [15].
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Thus, the emergence of 3G connection, according to the scientist, has become
one of the catalysts for the domestic economy. according to research by De-
loitte, in all markets where 3G appeared, GDP grew by at least 1 % (figure 1).
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Figure 1. The effect of doubling the mobile use of data over 3G-connection
on the increasing of GDP growth

Source: generated by the authors according to [15].

The explanation for such positive changes is that the possibilities
of using this coverage contribute to the development not only of telecom
operators but also of other branches of business, as management decisions are
made faster and the space for small and medium-sized businesses expands.

In Ukraine, the introduction of 3G connection was characterized by
a rather long time lag, as in 2007-2014 Ukrtelecom was licensed to imple-
ment it. However, its management did not pay enough attention to the deve-
lopment of this technology, and only in February 2015, a tender was held
in which real competitors purchased three licenses. Currently, most of Ukraine
has adequate coverage, but the share of rural population covered by the
mobile network in our country, compared to other countries where the share
of coverage in 2011-2012 was more than 90% (in the UAE and Bahrain —
100 %, Greece and Canada — 95 %, Sweden and Armenia — 93 %, Bulgaria —
92 % [15]), is still low.

Since 2018, 4G has been actively used in Ukraine. The coverage already
takes the territory inhabited by 77 % of the population of Ukraine (mostly
large and medium-sized cities, where 82 % of the population lives) [16]. The
need for high-quality mobile connection has become especially acute in the
context of the COVID-19 pandemic, in particular for those settlements
where there is no wired Internet. Currently, about 70 % of business custo-
mers who use 4G download data to cloud storage, 80 % use messengers and
online applications that allow them to communicate with customers and
promote their products.
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Today in the world, companies and organizations successfully use 5G,
in particular, in manufacturing, logistics, agriculture, transport. Looking
to the future, there are prospects for using the capabilities of this coverage
in telemedicine, robotics, remote control, and transport control [17].

Business players must actively generate new business ideas in order
not to lose market position. The slowdown in the economic growth in early
2020 with the global pandemic COVID-19 will have significant negative
consequences for the economy in Ukraine (the official forecast of GDP decline,
up to 7 %), on the one hand, and new living and economic conditions ace-
lerate the introduction of digital technologies for the small and medium
businesses on the other hand.

According to the Draft "Industry Development Strategy" 4.0 [18], the
positive preconditions for the digitalization of Ukrainian businesses are
a developed IT industry and a strong free economic system, while the intro-
duction of negative factors include weak domestic demand for digital inno-
vations, which is probably due to the awareness lack of representatives
in small and medium business with digital economy opportunities.

The main advantages of business digitalization are presented in the table.

Table
Advantages of digitalization for enterprises
Advantages Content
All process chains are revised due to the possibility
Optimization of flexible adaptation to different conditions in modern business.
of business-process Removing outdated templates makes it possible to use existing human
resources more efficiently
Opportunities With new digital technologies, the potential for profit is increasing,
to increase profits in particular, due to the increase in the number of potential buyers

Customer is the main subject for income, so the digitization

of processes will provide an opportunity to master the information
about the customer’s needs at each stage of interaction and create
all the conditions to meet customer’s needs

Focus on customer needs

The rapid growth in the number of innovation processes will provide

Optimal growth an opportunity to respond to problems quickly with increasing

of innovations the business efficiency and reducing potential costs
Increasing the volume Prompt, reliable information, including about potential buyers,
of data and opportunities partners or competitors, will help expand relationships and improve
for the use communications

The use of artificial intelligence in|The use of robotics and biotechnology in production processes
the production process will help improve technological processes

Source: generated by the authors according to [19].

Business digitalization processes, according to L. Labeznyk [20] pro-
mote electronic communication, which increases the effectiveness of inter-
action between buyers and sellers and creates new markets and opportunities
for economic processes, expands the network of potential buyers, and reduces
the cost of electronic communications due to low transmission costs data
and significantly increases the speed of the exchange. All these actions lead
to an increase in the turnover of financial resources of enterprises, and hence
the successful conduct of business.
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The development of small entities is necessary to support the economy
of the country as a whole, as they provide jobs and increase the number
of skilled workers at relatively low capital costs, create a healthy competetive
environment and can protect society from market monopolization. In the pe-
riods of structural changes in the economic and political life of the country,
small and medium-sized businesses are the main units of structural econo-
mic and political transformations and facilitates and remotes the rapid tran-
sition and adaptation of the country to the new technological system. An
economy with a high amount of small and medium enterprises and entre-
preneurs has a lot of important advantages, including inclusive stable eco-
nomic growth based on knowledge and innovation; flexibility and adap-
tability to new economic realities.

The easiest way to improve the business processes of the enterprise, ma-
king maximum use of the electronic component, is possible in the field of pro-
duct sales. Thus, according to the State Statistics Service, 89 % of all Ukrainian
enterprises work in the services sector, and they account for almost 45 %
of employment. They generate 56% of value-added [21]. Almost half of the
value-added of business services is formed in the wholesale and retail sectors.

More than a third of the 100 largest US retailers believe it is possible
to increase their income by providing e-commerce services. From the parti-
cipation in the global electronic market in 2012-2015, US network trading
companies had received revenues of $ 375 billion, and by 2020 they plan to
increase it to $ 535 billion [20]. Therefore, at the beginning of the XXI century,
the increase of participants number in the Ukrainian e-commerce market
segment and their high interest in e-commerce systems became regular.

In July 2020, the results of the rating compiled by the online public-
cation Retailers, the most popular online stores among Ukrainians were
published on the E&Lnews website — E-Commerce and Logistics (figure 2).
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Figure 2. Rating of the most visited online stores in Ukraine, 2019

Source: developed by the authors according to [22].

The marketplace Rozetka became the leader in the number of visits by
a large margin from other online stores — 572.12 million visits. The second
position was taken by the online store Allo (almost 102 million visits). MakeUp,
Citrus, and epicenrk.ua online stores are also among the top five.
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So, modern electronic communications based on Internet technologies
provide small and medium-sized businesses: expansion and development of
new markets; expanding the network to attract new customers, which are no lon-
ger limited to the territory; term reduction for carrying out cases; possession
of the operational information which is necessary to respond to market changes.

The experience has shown that e-commerce systems can save up to 15 %
on purchases and 22 % on sales by optimizing logistics channels, consoleda-
ting purchases, reducing intermediary surcharges and achieving optimal prices.

In January 2018, the Concept of Development of the Digital Economy
and Society in Ukraine for 2018-2020 was approved [23]. Due to this Con-
cept, there have been created conditions for the beginning of more rapid deve-
lopment in digital technologies and their further implementation in the eco-
nomy of Ukraine. In particular, the provision of administrative services, accor-
ding to the preliminary digitalization of processes, has provided an opportunity
to continue the financial activities of enterprises and individuals with the use
of Internet resources through ordering services online, even in strict quarantine.

Although the digital economy in Ukraine has not reached a large scale
compared to developed foreign countries, these countries also have problems
with the implementation of the digital transformation. According to the results
of the study Riverbed Digital Performance, conducted by the American
company Riverbed Technology in nine countries — USA, UK, Brazil, Germany,
Australia, France, China, Singapore, India (objects of the study — 1000 com-
panies in the field of retail, transport, industry, health care, finance with an
annual income of more than $ 500 million) — 95 % of survey participants said
they are not ready to implement a digital strategy in their companies nowadays.
Only 10 % of companies in the world have completely switched to digital
technology in their activities, and only 26 % are ready to change [24].

Today, domestic enterprises not only automate business processes but
also create their control and analysis tools for effective management. Accor-
ding to O. Hudz and V. Makova [25], enterprises, that do not develop and
implement digital transformation strategies, will be inefficient tomorrow
and will simply disappear under the pressure of new market realities and
more pragmatic and successful competitors.

Conclusion. The traditional economy is affected by the digitalization
of business relations, which modernizes and transforms business processes,
under the influence of which changes not only the structure of the market
participants but also the technology of management. The development of digi-
talization at enterprises in Ukraine should be facilitated by the spread of 5G-
network, training of qualified personnel specializing in electronic commu-
nications, development of new services for convenient delivery of online
orders, development and improvement of electronic payment systems.

The issues of digitalization became especially acute in the quarantine
conditions when the trend is to sell goods online and carry out activities at
a distance. The global economic crisis caused by the COVID-19 pandemic
requires small and medium-sized businesses to adapt to multi-vector priori-
ties, which will be dominated by such development trends in the short term.
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Internationalization, which gives such enterprises new growth oppor-
tunities, contributing to the economic stability of the country. This can be
product exports, licensing, franchising, joint ventures, relocation of produc-
tion, and so on.

Localization. Local production is valuable for the consumer because
it provides additional quality guarantees and a higher level of availability.
Opportunity for small and medium-sized businesses to work with large re-
tail chains (it applies to farms and producers of industrial consumer goods).
Large commercial enterprises can promote small and medium-sized busi-
nesses by taking joint and several responsibilities for the quality and safety
of goods. In addition to retail chains, the pharmaceutical industry is inte-
rested in the local manufacturer. For this industry, local producers are more
transparent and open, and quality standards, licensing conditions, equip-
ment, and business processes have met European requirements. Besides, the
product quality is strictly regulated by local government services and
regulations, which are already synchronized with European ones.

The use of digital platforms is important in nowadays environment.
They transform not only trading platforms, but also the market of services,
agriculture, educational services and provide the opportunity to develop small
and medium-sized businesses in various areas of the modern economy.

Through the use of digital tools, businesses gain several benefits that
increase competitiveness, save costs, simplify working with large data sets,
improve the company image and increase customer loyalty.
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Konopamiox 0., Cmosanenko 1. /ludscumanizayia 6i3necy 6 ymosax 21006anvHux
GUKTUKIS.

Ilocmanoska npoonemu. Ymosu, 8 AKux cb0200Hi 00800UMbCA NPAYIOBATU MATLOMY
ma cepeOHbOMY 6i3Hecy, XapaKkmepuzyiomscs HA08UCOKUM DI6HeM OUHAMIZMY, MOMY 30iu-
CHIO8AMU OLILHICMb, BUKOPUCTOBYIOUU cmapi Oi3Hec-M0oO0eli, 03Ha4ae Hapaxcamu cede
Ha pU3UK 3aIUMUMUC No3ady KOHKypeHmie. Humi oudscumanizayis cmae HeoOXiOHOIO
VMOBOI 6edenHst Bi3HecCy, KA 3ayinac He MilbKu pobomy 3 KiiEeHmamu, aie i 6HympiuHi
npoyecu, n08 A3aHi 3 GUPOOHUYMBOM, YIPABGTIHHAM, KOMYHIKAYIAMUL.

Memoro yiei pobomu € 0OIPYHMYBAHHS CYUACHO20 OAUEHHs NPOA8Y OUONCUMANIZA-
yii cycninbcmea ma 6U3HAYeHHs HAOOPY iHCMpPyMenmie Ouoddcumanizayii disnbHocmi nio-
NPUEMCIME, Y MOMY YUCTE MATL020 A cepeOHbo2o DI3HeCy 8 YMOB8AX 2100ANbHUX BUKIUKIE.

Mamepianu ma memoou. Ingopmayitinoro 6a3010 docaiodicenHs ciyeysanu nyonixa-
Yii' GIMUUSHAHUX A 3aPYOINCHUX HAYKOBYIE 30 MEeMOI0 OOCTIONCEHHS, CIAMUCMUYHI Ma-
mepianu ma inmepnem-odcepend. {is GUKOHAHHA NOCMABLEHUX 3060aHb | OOCSACHEHHS
OCHOBHOT Memu OOCHIONCEHHSI 3ACMOCOBAHO MEeMOOU Y3a2aNbHeHHs, AHANI3Y MA CUHME3Y,
NOPIGHAHHS, HAYKOBO20 AOCMPAZY8AHHS MA CUCEMAMU3AYil.
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INNOVATIVE ECONOMY

Pe3ynomamu 0ocniodcenns. [uooxcumanizayis 6 ymoeax CY4acHOi eKOHOMIKU
€ OOHUM I3 20JI08HUX THCMPYMEHMIE PO3GUMKY NIONPUEMCING, CHPAMOBAHUX HA YCHiUiHe Ge-
OenHs ycix OizHec-npoyecis. 3a80aKu OUONCUMANIZAYTT 3 AGNAEMBCA MONCIUBICIG CHPOC-
mumu ma 30iticHo8amu pobomy 6 6ilbuL WEUOKOMY MeMni, BUKOPUCMOBYIOHU 8eNUKi 6a3u
Oanux, 3abe3neyyrouu a8MoOMaAmu3ayito 6cix 8udig OiANbHOCMI, AK OCHOBHOI, MaKx iHéec-
MUYitiHoi ma iHancosol, NOKpawumu KOMYHIKAYII0 MIdC KIIEHMAMU, NOCMAYaIbHUKAMU
ma napmuepamu, 30Lbwumu MOOIIbHICMb Y 63AEMOO0IL Y MedHcax NiOnpueEMcmea — Midxic
niopo3oinamu, RPAYIBHUKAMU, MEHEONCMEHMOM, 30IUCHUMU nepexio 00 MAKux HOBUX oped-
HI3QYIUHUX OPM 20CNO0APIOBANHSL, SIK MEPEICe8d YU GIPMYAlIbHA eKOHOMIKA.

Bucnoexu. Csimosa exonomiuna Kpusa, cnpuuutnera nandemicio COVID-19, euma-
2ae 6i0 cyb ’ekmig Man02o0 ma cepeonbo2o OizHecy adanmayii 00 Pi3HOBEKMOPHUX NpPiopu-
memis, cepeo AKUX Y KOPOMKOCMPOKOSill NepCneKmuei OOMIHY8AMUMYms maxi menoeHyii
PO36UMKY. IHMEPHAYIOHANIZAYIA, TOKANI3AYIS MA SUKOPUCMAHHS OUONCUMAL-NIAMPOPM.

Knwuoei cnoea: mMIKATATIZALNSA, TAIKUTAI-TEXHONIOrI, THHKATAI-EKOHOMIKA,
T DKATAI-TUIaTPOPMHU, Oi3HEC-TTPOLIECH, MM Ta cepeHil Oi3Hec.
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THE UNIVERSAL MODEL OF KNOWLEDGE
MANAGEMENT OF CORPORATIONS

The components of the universal model of knowledge management of TNCs are
considered and human, structural, innovative capital and capital of relations are characte-
rized. Measurements of intellectual capital and sources of its quantitative assessment in the
context of knowledge management are analyzed. It is proved that in the conditions of the for-
mation of the knowledge economy and limited resources, the possibility of introducing
a knowledge management system in an organization is its main competitive advantage. The
role of the knowledge management model in ensuring the effectiveness of TNCs is established.

Keywords: knowledge economy, TNC, knowledge management, resource mana-
gement, R&D, knowledge management model.
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