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FINANCIAL SERVICES IN
THE PROPTECH ECOSYSTEM

The widespread introduction of information
technologies into all spheres of human life has
transformed the needs of customers in the real
estate market. As a result, the PropTech ecosystem
has emerged, a component of which are financial
services provided on the basis of financial techno-
logies. The aim of the research is to identify the
components of the PropTech ecosystem and clarify
the place of financial services in it. The research
has put forward two hypotheses: the first is that
PropTech is transforming into an ecosystem whose
participants are interconnected and provide
complementary services to clients; the second is
that FinTech is a significant participant in the
PropTech ecosystem, providing financial support
for real estate transactions. To test the hypotheses
and achieve the aim, the following methods were
used. comparative, systemic and graphical. Prog-
rammatic, subject and behavioral approaches to
understanding PropTech have been proposed. The
technical, economic, social and psychological
factors of the PropTech emergence have been iden-
tified. The characteristic features of the PropTech
evolution stages have been systematized. The
global PropTech market has been analyzed. The com-
position of the PropTech ecosystem is proposed
based on the combination of participants with a
digital platform and the use of information
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$THAHCOBI IIOCJIYI'M
B EKOCUCTEMI PROPTECH

Hlupoke enposaddcenns ingopmayitinux
mexHoNo2il y 6ci cehepu HCUMMEIANLHOCII
JIOOUHU Mpancopmysanro nompedu KiieHmie
Ha PUHKY Hepyxomocmi. Buacniook ybo2o eunuxia
exocucmema PropTech, cknadosoio sxoi € ¢inan-
co8l nocayeu, wjo HAOAOMbC HA OCHOBI
Ginancosux mexnonoeiu. Memoio cmami € 6us16-
JeHHs ckaadosux exocucmemu PropTech ma
3’acyeanna micysa y Hill ¢inancogux nocuye. YV
X00i 00CHiONHCeHHs BUCYHYMO 08I 2inomesu:
nepuia — PropTech nepemsoproemucs 6 exocuc-
memy, Y4ACHUKU AKOI 63AEMONO08’A3aHi ma
Haoarmy KOMHAEMEHMAPHI NOCTy2U KIIEHMAM,
opyea — 6a20MUM VYACHUKOM eKOCUCeMU
PropTech ¢ FinTech, wo 3abesneuye ¢hinan-
cosuil cynpogio onepauiil 3 Hepyxomicmio. s
nepesipku 2inomes i 00CA2HeHHsL Memu GUKOPUC-
MAHO MAKi Memoou. KOMRAPAMUBHUT, CUCTEM-
Hutl, epagiunuil. 3anponoHO8aHO NPOSPAMHULL,
Cy0 ‘eKmHUll ma noeediHKosull nioxoou 00 po3y-
minnsa PropTech. Busgieno mexHiumi, eKOHOMIUHI
ma coyianbHO-NCUXONOTYHI YUHHUKU BUHUKHEHHS
PropTech. Cucmemamuzoeano xapaxmepHi pucu
emanie esomoyii PropTech. 30iticneno ananiz eno-
banvroeo punky PropTech. 3anpononosano cknao
exocucmemu PropTech na ocHogi noeonanms
VUACHUKIB 3 YUPPOBOIO NAAMGDOPMOIO Ma 3aCmocy-
6aHHAM IH@OpMayiiHux mexHonoeit. Buseneno
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technologies. The advantages and disadvantages
of the functioning of financial services within the
PropTech ecosystem, threats and opportunities for
their development have been identified.

Keywords: real estate, ecosystem, PropTech,
GreenTech, FinTech.

nepesazu  ma  HEOONKU  PYHKYIOHYSAHHS
@inarcosux nociye y cknadi exocucmemu PropTech,
3a2pOo3u MAa MONCIUBOCMI IX POZGUMKY.

Knwuoei cnoea: HEpYyXOMICTh, €KOCHUC-
tema, PropTech, GreenTech, FinTech.

JEL Classification: G1, O3.

Introduction

Innovations affect all stages of social reproduction, including the pro-
duction of goods and services and their consumption. They change markets,
creating new forms of interaction between sellers and buyers. The real estate
market is no exception, which has been transformed under the influence of
information technologies, which have led to the emergence of the PropTech
global phenomenon. The impetus for the PropTech development was the
COVID-19 pandemic, in particular, due to the requirements for quarantine
restrictions, consumer needs in the real estate market have been transformed
towards receiving online services. For clients wishing to purchase or rent
commercial or residential real estate, the important criterion is the combination of
convenience, environmental friendliness of real estate, accessibility for familia-
rization with real estate, speed and availability of complementary financial
services. The basis for the PropTech functioning was the spread of digital plat-
forms, the increase in the number of Internet and smartphone users, and the
possibility of applying information technologies in the real estate market.

PropTech emerged under the influence of the digitalization of the real
estate market. Casertano et al. (2020) define the real estate market as a
physical or virtual place where real estate values, services or securities that
are part of the real estate business are developed and exchanged, and where
the market value of the asset is determined as a result of the meeting of supply
and demand. An analysis of foreign scientific literature makes it possible to
assert that PropTech has been studied in various aspects. Tan and Miller
(2023) identified the PropTech impact on sustainable development.
Starr et al. (2021) emphasize the growing PropTech impact on the real estate
market. Saiz (2020) analyzed the application of information technology in
brokerage and commercial real estate financing. Kassner (2024) studied the
impact of gross domestic product, unemployment, government bond rates, and
foreign direct investment on investments in PropTech. Gilman (2024, May 1)
linked the PropTech development with ensuring the human right to housing.
In recent years, research by foreign authors has intensified in the context of
identifying regional features of PropTech development. In particular, Gérska
et al. (2021) examine the experience of Poland, Saad and Milala (2024) — the
experience of Nigeria, Yunita (2024) — the experience of Indonesia. There
are also isolated mentions of the ecosystem in the scientific literature
(Nouvel, 2023). Issues of the formation of PropTech ecosystems by
industry representatives are considered. Thus, the founder of the startup

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6 5
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Meduoye (2024, July 18) emphasizes that the PropTech ecosystem consists
of various stakeholders, including PropTech startups, real estate developers,
property managers, investors, government agencies and technology
providers, cooperating to promote innovation and digital transformation of
the real estate industry. The author initiated an institutional approach to
understanding the PropTech ecosystem.

In the national scientific literature, there are only a few references to the
digitalization of individual segments of the real estate market. For example,
Marchenko and Kolyadenko (2023) focus on the digitalization of the construc-
tion industry, Duginets and Aliyev (2020) consider the application of the latest
information technologies in the global real estate market.

Based on the results of the scientific literature analysis and analytical
reports, it is possible to distinguish software, subject and behavioral approa-
ches to understanding PropTech. The software approach (PriceHubble, 2024,
April 3) to PropTech involves the development of (corporate) software for
part or the entire life cycle of real estate. Within the framework of this
approach, PropTech is also considered as digital solutions for buying, selling
or managing real estate Styputkowski (2020, May 14).

PropTech proponents Braesemann and Baum (2020) consider
PropTech to be property technologies in the real estate industry, concentrated
in high-income countries, and used by market participants who work directly
with digital data.

The behavioral approach assumes that PropTech is part of the digital
transformation of the real estate industry, which is driving a change in the
mindset of the real estate industry and its consumers towards technological
innovations in data collection, transactions, and the design of buildings and
cities (Baum et al., 2020, p. 5).

These discussions, as well as insufficient attention to the analysis of
PropTech problems in the domestic scientific literature, necessitated our
research, since in the context of increasing integration of the real estate
market with FinTech, it is important to identify the components of the ecosys-
tem and the place of financial services in it.

The aim of the research is to identify the components of the PropTech
ecosystem and clarify the place of financial services in it.

During the research, two hypotheses were put forward: the first is that
PropTech is transforming into an ecosystem whose participants are intercom-
nected and provide complementary services to clients; the second is a
significant participant of FinTech in the PropTech ecosystem, which provi-
des financial support for real estate transactions. To verify it, an analysis of
the essence and evolution of PropTech, factors influencing the development
of PropTech, and based on the results, a definition and composition of
the PropTech ecosystem were proposed, threats and opportunities for the
development of financial services within the PropTech ecosystem were
1dentified. To achieve this aim, a set of methods was applied. The use of a
systemic approach made it possible to identify technical, economic, social
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and psychological factors of the PropTech emergence. The graphical method
helped to clarify the PropTech capabilities in terms of geographical coverage
of consumers with its services. The use of comparative analysis formed the
basis for revealing the advantages and disadvantages of providing PropTech
financial services, threats and opportunities for further development of
financial services within the PropTech ecosystem.

The main part of the research consists of three sections: the first is
devoted to a description of the factors influencing the PropTech development
and a systematization of the characteristics of the PropTech evolution stages;
the second is an analysis of the state of PropTech in the world; the third is a
definition of the composition of the PropTech ecosystem, the place of
financial services in it, and PropTech development trends.

1. The evolution of PropTech: from PropTech 1.0 to PropTech 4.0

Digitalization is gradually covering all spheres of human life. One of
the first to actively implement digital technologies was the financial services
market. This process was called as FinTech. At the same time, the real estate
market, which is the largest type of asset in terms of volume, was one of the
last to begin technological transformations. PropTech, like FinTech,
TravelTech, GovTech, HealthTech, CivilTech, RetailTech, LegalTech, is a
type of EverythingTech (Mazaraki & Volosovich, 2021, p. 7). They all use
the same tools and are characterized by interpenetration to a certain extent.

Factors influencing the PropTech development can be divided into econo-
mic, technological, social and psychological. Among the economic factors are:

e permanent growth of the real estate market (Figure 1);
 growth in global gross product;

e growth in demand for smart homes;

e growth in coworking and flexible spaces;

e growth in demand for real estate rental.

700 5997 6084 6349
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3965 4198 ’ S 8 N
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=2 400 3608 3807
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Figure. 1. Total value of the global real estate market,
commercial and residential real estate in 2017-2024

Source: compiled by the authors according to (Statista, 2024, July).
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Technological factors involve the widespread introduction of such infor-
mation technologies in the real estate market as: artificial intelligence, the Internet,
virtual reality, machine learning, and predictive analytics. The social and psycho-
logical factors of PropTech development are based on customer preferences.
These include:

e the entry into the real estate market of Z generation and millennials,
who rely on the Internet and social networks when making decisions;

« the tendency of real estate market participants to adopt technological
innovations;

e increasing customer requirements for the environmental friendliness
of real estate and its equipment with modern automation systems.

The PropTech evolution involves the identification of four stages:
emergence, maturity (Internet revolution), improvement, development of
sustainable and smart property (7able 1).

Table 1
PropTech development stages

Characteristics
The adoption of property management software,
customer relationship management systems and
financial analysis tools based on personal computers
by real estate market participants to some extent
contributed to creating a basis for the digitalization
of the real estate market. The next important steps
were the introduction of Excel for data organization

Stage Period Technological basis

PropTech 1.0
Inception

The second
half of
19802007

Implementation of
local software in
the activities of real
estate market
participants

and analysis and B2C PropTech products or online
real estate portals in the real estate market, which
helped to expand the capabilities of clients to quickly
and efficiently find properties that meet their needs.
Subsequently, such solutions became the industry
standard. Key PropTech companies: Autodesk
(innovation in construction technology), Argus (in-
novation in investment management), CoStar Group
(a leading provider of information and analytics for
the commercial real estate industry), Rightmove and
Trulia (online real estate portals)

PropTech 2.0 —
Maturity (Internet
evolution)

2008-2015

Widespread use of
local software by
real estate market
participants, which
helps to match
supply and demand
through social
networks and
e-commerce

The activation of PropTech is due to the global crisis of
2007-2008, one of the reasons for which was problems
in the real estate market. The decline in trust in traditional
processes in the real estate market, the formation of a
multi-platform environment, the availability of smart-
phones contributed to the introduction of open app-
lication programming interfaces (APIs) and mobile
applications, which gave customers instant free access to
information on the real estate market. Against this back-
ground, there was a PropTech boom: investments are
growing, new companies are emerging, and existing
companies are being consolidated

PropTech 3.0 —
Improvements

20162021

Real estate software
is becoming a
growing service

This stage is characterized by the use of information
technology aimed at improving customer service and
the functioning of other participants in the real estate
market. Proptech 3.0 has become more socially
oriented, transforming the use of technology to the
needs of the client. This has led to the fact that
interfaces have become smarter and more
convenient. PropTech 3.0 began with the deepening
use of artificial intelligence in the analysis of big
data, the introduction of machine learning and
blockchain. During this period, there has been a
decline in investment in PropTech

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6
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End of Table 1
Stage Period | Technological basis Characteristics
The impetus for this phase was provided by the
Covid-19 pandemic, which caused challenges for the
real estate market due to social distancing and
Focus on related restrictions. The characteristic features of
technological PropTech 4.0 were:
PropTech 4.0. solutions aimed at | o 4 widespread use of virtual reality, which creates
Deve.lop ment of | From 2022 | combating climate new opportunities for visiting and demonstrating
sustainable and to present | change a}nd real estate;
smart property automating | o the emergence of GreenTech within PropTech;
processes mn rea o the activation of the use of the Internet of Things;
estate maintenance . .
o the spread of blockchain technology, which ensu-
res transparency of real estate transactions;
o the growth of investments in PropTech

Source: compiled by the authors on the basis of (Styputkowski, 2020, May 14; Snow, 2023,
April 29; PropTechBuzz, 2024, April 6; Gambero, 2021, December 3; University of Oxford
Research, 2020) and own research.

Thus, in its development, PropTech has moved from the application of
certain information technologies in the real estate market to their widespread
use. The introduction of information technology was driven by the preferences
of customers who, on the one hand, require convenience and speed of service,
and, on the other hand, environmental friendliness of housing.

2. State of the global PropTech market

PropTech is now fully integrated into the global and regional real estate
markets, despite not so long ago being considered a latecomer to Every-
thingTech. Figure 2 shows that 5% of real estate companies worldwide have
transitioned to modernized software systems that easily leverage modern digital
technologies, while 64% of companies have to some extent upgraded their
software systems to enable them to leverage digital technologies.

B Companies that have mostly moved to modernized
systems, but some elements need to be updated

B Companies that have fully modernized systems that
easily adopt digital technologies

Companies that use old systems that have difficulty
adopting digital technologies

& Companies that depend on a legacy system that can
interoperate with new digital technologies

O Companies that are moving from legacy to modernized
systems that improve compatibility and efficiency

Figure 2. The structure of real estate companies in the world in terms
of the use of digital technologies in 2023

Source: compiled by the authors based on (Statista, 2024, July 1).
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In 2022, the global PropTech market was worth $24.9 billion and
continues to grow. In 2023, the PropTech market reached $27.3 billion.
According to Fortunebusinessinsights (2024, November 4), the PropTech
market is expected to grow by 15% between 2024 and 2032. The PropTech
markets of the United States, China, the United Kingdom, Germany, and
Switzerland attracted the largest amount of investment during 2012-2023
(Figure 3).

India [3 3.86
Brazil K 3.91
Canada [H 5.76
Australia [£4 8.15
Spain [ 10.56
Switzerland [<££] 13.5
Germany [#+73 17.16
Great Britain [ 23.9
China P55 555%% 58.41
The USA 241.22

0 50 l(I)O 130 2(I)0 ZéO 3(I)0
Figure 3. Top 10 countries in terms of investment in PropTech in 2012-2023

Source: compiled by the authors based on (ESCP Business School and the Principality of
Monaco, 2023).

Currently, there are over 9,000 PropTech companies in the world
(Ascendix, 2024, June 13). Figure 4 presents their regional structure. The
largest share of PropTech companies is located in the USA, followed by
Europe. The share of companies in other regions is still insignificant in the
global PropTech market.

B USA
@ Europe
= Asia

59.70% other regions

Figure 4. Regional structure of PropTech companies

Source: compiled by the authors based on (Ascendix, 2024, November 14).
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In 2023, the PropTech following components were of the greatest
interest to investors (CRETI, 2024, April 11):
e commercial real estate — 60% of investors;
e residential real estate — 50% of investors;
e construction technologies (CoTech) — 45% of investors.
Figure 5 shows the sectoral structure of PropTech.

Others m@ 6,40%

Architects FEEZHEE] 3,70%
|
Real estate financing [FEFaaaad 4,10%

Developers e e e e e e e e e | 12,40%
I

COnStruCtiOn T e T T e T T T T T T T TN T | 14’50%

|
Commercial real estate |t is s eisvsnsesesesiets]  15,80%

Real estate management P o e qeqeqeaeaeaeandl 19,90%

Residential real estate

23,20%
0,00% 5,00% 10,00% 15,00% 20,00% 25,00%
Figure 5. Sectoral PropTech structure

Source: compiled by the authors based on (Brocoders Dev Insights, 2021, June, 12).

The largest shares in PropTech are held by the residential real estate
(23.2%) and property management (19.9%). Significant shares are also held
by the commercial real estate (15.8%) and construction sectors (14.5%). The
real estate financing sector accounts for only 4.1%. However, the role of
financial services in PropTech is much greater, since, in addition to
investment services, the real estate market provides payment, credit and
insurance services, without which transactions in the market are often
impossible. The diverse composition of PropTech sectors and the close
interaction of their participants necessitate the need to emphasize that they
all function within a single ecosystem.

3. PropTech ecosystem: components and development trends

The permanent growth of the number of Internet users determines the
increase in PropTech’s capabilities to cover significant segments of the real
estate market. Under these circumstances, PropTech is transforming into a
powerful ecosystem that contributes to the formation of the chain
"construction" — "purchase/sale/lease offer" — "client consulting" — "financial
and legal services". Figure 6 presents the components of the PropTech
ecosystem. Its core is online platforms that, through the use of information
technologies, ensure the interaction of ecosystem participants: investors,
tenants, owners, real estate buyers, developers, real estate agencies, startups,
FinTech companies and financial institutions, notaries and others. These
participants belong to various industries and spheres, in particular, the
construction, real estate market, financial services market, IT sphere.
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Participants

COTECH (construction Services REAL ESTATE FINTECH
technology) Selection of real estate options
Visiting/inspecting real estate Payments
GreenTech Purchase/sale of real estate Mortgage loans
Smart homes Renting Insurance
Financial services Crowdfunding
Information modeling Risk management
of buildings Investment advice

Infrastructure:
IT developers, LegalTech

Smart urban solutions

Online platform Real estate sectors

Development institutions:
regulatory sandboxes,
innovation hubs

Commercial real estate
Residential real estate

PropTech tools

Big data
Artificial intelligence
Machine learning
Blockchain
Virtual reality
Internet of things
Cloud technologies

Figure 6. PropTech ecosystem

Source: compiled by the authors based on their own research

The provision of financial services within the PropTech ecosystem has
technical, economic and social prerequisites. The basis of the technical
prerequisites is the permanent growth of Internet users; the use of the same
information technologies in the real estate market and in the FinTech sector;
platformization of the financial market and the real estate market.

Economic prerequisites form the complementary nature of financial
services in relation to other transactions in the real estate market and low
payments or their absence for financial services within the FinTech frame-
work. The social prerequisite for the provision of financial services within
the PropTech ecosystem is the increase in the level of acceptance of inno-
vative technologies by consumers.

FinTech Real Estate within the PropTech ecosystem provides:

eprovision of payment services when carrying out real estate tran-
sactions;

e provision of mortgage loans through lending platforms. At the same
time, underwriting is carried out based on artificial intelligence and machine
learning when making lending decisions;

e fundraising through platforms based on investment crowdfunding;

e managing risks in the real estate sector by minimizing them when
assessing the value of real estate using automatic valuation models in real time;

e optimizing the record-keeping of property rights and other real estate
transactions together with monitoring the history of ownership using
blockchain technology;
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eproviding insurance services that accompany mortgage lending
services, in particular, insurance of the mortgage subject, life, health and
work capacity of the mortgagee, title learning and predictive analytics;

eproviding advisory services to clients by robo-advisors through

automated investment platforms;

e informing about real estate prices depending on its types in real time

based on machine.

e investing in real estate investment trusts through platforms.
The provision of financial services within the PropTech ecosystem has
its strengths and weaknesses, carries certain threats and has opportunities for

development insurance (7able 2).

Table 2

Swot analysis of financial services in the PropTech ecosystem

Strengths

Weaknesses

24/7 access to real estate market information

The use of digital technologies may be too
expensive for small real estate market participants.

Provision of financial services that are
complementary to real estate transactions

Insufficient level of trust and technical literacy of
individual real estate market participants.

Automation of property management and transaction
processing

Insufficient compliance with data security and
privacy laws.

Reduction of transaction costs for clients

Reduction of operating costs for real estate agencies

No geographical restrictions

The need to train staff to use digital platforms and
information.

Opportunities

Threats

Rapid adaptation of financial services to the needs of
ecosystem participants

Variability in customer preferences.

Ensuring transparency of transactions in the real
estate market

Increased innovation spending in certain CoTech
segments.

Reducing credit and investment risks in real estate
transactions

Lagging behind rapidly evolving digital technologies
and customer expectations.

Reducing costs through automation and decision-
making based on big data analysis

Quick access of clients to credit resources

Increasing the efficiency of communications
between real estate market participants

Limitation of PropTech growth due to data privacy
breaches and cyber threats.

Source: compiled by the authors on the basis of (Fortunebusinessinsights, 2024, November

04; Saha, 2023) and own research.

In our opinion, the trends in the development of PropTech ecosystems

should be:

e increased collaboration between its participants, which will contribute
to increasing the efficiency of developments and the adequacy of meeting

customer needs;

e increasing the role of GreenTech in the ecosystem, taking into account
the growing needs of society in environmental protection and energy

efficiency;
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e increasing the integration of financial technologies into PropTech,
which is based on the need for fast payments, attracting loans, and the
security of investments in real estate;

e increasing the globalization of the functioning of ecosystems, which
will facilitate user access to the real estate market and facilitate financial
transactions related to transactions on it.

So, although PropTech and FinTech are independent sectors of
Everything Tech, the globalization and digitalization of the real estate market
and the financial services market lead to a deepening collaboration between
their participants.

Conclusions

The results of the research confirmed the hypotheses regarding the
PropTech transformation into an ecosystem and the collaboration of PropTech
with FinTech, which provides financial support for real estate transactions. In
the context of digitalization of the real estate market, it is transformed into a
PropTech ecosystem, which from an institutional point of view it has been
proposed to consider as an interacting set of real estate sectors, CoTech,
FinTech, infrastructure and development institutions, which allows prov1d1ng
services to users in the real estate market and complementary services, in
particular financial services, in global markets through digital platforms. This
expands the understanding of the PropTech ecosystem (Meduoye, 2024). It was
found that the emergence of PropTech was facilitated by economic, techno-
logical, social and psychological factors, which determined four stages in the
development of PropTech: emergence, maturity, improvement, development of
sustainable and smart property. The development of information technology and
consumer needs has transformed software in the real estate market into a service
and ensured the orientation of technological solutions to combat climate change
and automate processes in real estate maintenance. PropTech companies mostly
have generally updated software, which allows the use of modern information
technologies. The provision of financial services within the PropTech ecosystem
has technical, economic and social prerequisites. The technical prerequisites are
based on the permanent growth of Internet users; the use of the same information
technologies in the real estate market and in the FinTech sector; platformization
of the financial market and the real estate market. The conducted research made
it possible to find out that the provision of financial services within the PropTech
ecosystem is due to their complementary nature in relation to other transactions
in the real estate market, price attractiveness, increased customer confidence and
compatibility of PropTech and FinTech tools. Further interaction of the real
estate market and the financial market can change consumer behavior through
the integration of financial services into PropTech. At the same time, PropTech
ecosystems will become global. Future scientific research should establish
measures to strengthen the protection of consumers of financial services within
PropTech ecosystems.
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FORECASTING THE
STABILITY OF THE BANKING
SECTOR

A new methodological approach to fore-
casting stress periods in the banking sector
based on the use of logistic regression is
considered. The model takes into account the
critical shortcomings of traditional banking
stability indices, which are mainly descriptive
tools and do not have the predictive potential
necessary for proactive risk management. It is
hypothesized that existing macroeconomic and
bank performance indicators cannot adequately
predict the stability of the banking sector, since
they mostly reflect previous and current
conditions, rather than future risks or stress
periods.

Using annual changes in key bank balance
sheet indicators, the proposed model provides an
effective  forecasting system with reliable
performance indicators. A key feature of this
research is its ability to identify the most signi-
ficant indicators contributing to stress in the
banking sector, especially under martial law.
The model identified other critical factors of
bank activity that significantly affect the level
of stress, including capital adequacy, liquidity
ratios, and the structure of assets and liabilities,
which should be prioritized in the monitoring
system. The forecasts of stress periods obtained
using the model which demonstrates significant
correlation with the indicators of the Financial
Stress Index (FSI) of the National Bank of
Ukraine, confirming its reliability. However,
such a model goes further, offering practical
conclusions that allow regulators to anticipate
stress events, and not just analyze them
retrospectively. In addition, the research offers a
practical method for using open data provided
by the NBU to conduct such forecasting resear-
ches, ensuring transparency and reproducibility.
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NPOT'HOSYBAHHA
CTABIJIBHOCTI
BAHKIBCBKOI'O CEKTOPY

Posensinymo nosuii memooonoeiunuii nioxio 0o
NPOCHO3YEAHHS CIPECOBUX NEPIOOI6 Y BAHKIBCHKO-
My CEeKmopi HA OCHOBI 3aCMOCY8AHHS IOCICIUYHOL
peepecii. Moodenb 6paxogye KpumuuHi HeOONiKu
MPaoUYitiHUX IHOEKCI8 OAHKIBCLKOI cmabiibHOCHI,
AKI € NEpesadtCHO ONUCOBUMYU THCIPYMEHMAMU i He
Maromv BPOSHOCMUYHO20 NOMEHYIAY, HeOOXIOH020
07151 NPOAKMUBHO20 YNPAGTIHHS PUSUKAMUL.

Bucynymo einomesy, wo HasagHi MaKpoexoHo-
MIUHI NOKASHUKU MA NOKASHUKYU OIsIbHOCMI OaHKI8
He MOJCYmMb A0eK8amHo NPOSHO3Y8amu Cmaodiib-
Hicmb OAHKIBCLKO20 CEeKMOpY, OCKLIbKU 6OHU 30e-
OLBUL020 BIOOOPAICAIOMb NONEPEOH] MA MenepiuiHi
YMOBU, A He MAUOYMHI PUBUKU YU CIPECO8L NEPIOOU.

Buxopucmosyiouu piuni 3minu kmouosux nokas-
HUKI@ OanaHcy OaHKI6, 3aNPONOHOBAHA MOOETb
3abe3neqye eghekmusHy cucmemy NpOSHO3Y6AHHSL 3
HAOIHUMU NOKasHUKamu egexmueHocmi. Kurouo-
6010 0CODIUBICINIO YbO2O QOCTIONCEHHS € U020 30aM-
HiCMb 8USHAYAMU HAUOLTbW 3HAYYIWYE THOUKAMOPU,
wo cnpusitoms cmpecy 8 OAHKIBCbKOMY CeKmopi,
0coonugo 8 ymoeax 60€HHo20 cmany. Mooenb
BUABUIA THWE KpUMuUYHi paxmopu OistibHocmi Oan-
Ki6, sKI CYmMmeEEo 6NIUBAIOMb HA PIGEHb CMPECY,
30KpeMa OOCMamHICIb KAnimaty, HOPMAmueu Jjiik-
6IOHOCMI ma CMPYKMypa aKmusle [ Nacueis, sKi
Maromy Oymu RPIOPUMEMHUMU 8 CUCHEME MOHIMO-
purey. TIpoerosu cmpecosux nepiodis, ompumai 3a
00NOMO2010 MOOE, OEMOHCIPYIOMb 3HAYHY KOpe-
JaYiro 3 nokasHukamu Inoexcy ginarcosoeo cmpecy
(I©C) HayionanvHozo banky Ykpaiu, wo niomsep-
Ooxcye il HaditiHicmy. OOHax maxa mModens tide O,
NPONOHYIOYU NPAKMUYHI BUCHOBKU, SIKI 0aiomb 3102y
pezyiamopam nepedbayamu cmpecosi nooii, a He
e ananizyeamu ix pempocnekmuero. Kpiv mozo,
00CTIOXHCEHHSL NPONOHYE NPAKMUYHULL MEMOO GUKO-
puUcmanHsl 8iokpumux oanux, Haoawux HBY, ons
npoBedeHHss NOOIOHUX NPOCHOZHUX OOCTIONCEHD,
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By integrating publicly available datasets, the
study demonstrates a scalable approach that can
be adapted to other contexts. The research
results contribute to the field of financial
stability research by bridging the gap between
descriptive analysis and predictive modeling,
providing regulators with a powerful tool for
timely interventions and mitigating systemic
risks in the Ukrainian banking sector during
periods of heightened uncertainty.

3abe3neyyroyu npo3opicms ma GiOMEOPIOBAHICHb.
Inmezpyrouu  3aeanvHodocmynHi Habopu OGHUX,
00CTIOANCEHHS OEMOHCIPYE MACUMAD08aHUL NiO-
XI0, sKUll Mooice Oymu adanmoeaHutl 00 [HULUX
Konmexcmig. Pesynomamu docniodicenns pooismo
6HecoK y cghepy docniovicenb Qinarcooi cmabine-
HOCMII, QONAIO4YU PO3PUE MIXHC ONUCOBUM AHATIZ0M
Ma RPOSHOZHUM MOOETIOBAHHAM, HAOAIOYU pe2yisi-
mopam NOMYICHUll IHCMpymMeHm Os 30iUCHeHHs
CBOEUACHUX THMEPEEHYIIL MA NOM SKUUEHHST CUCTEM-

HUX DU3UKI@ ) DAHKIBCbKOMY Cekmopi Yxpainu 6
nepioou ni08UEHOT HeBUSHAYEHOCHII.

Knrouogi crnoga: cTabUIBHICT OaHKIBCEKOTO
CeKTOpY, OAHKIBCHKMH Harymi, (hiHAHCOBHIA CTpeC,
IHTErpaTBbHMUI 1HAEKC CTaOUTBHOCTI.

Keywords: banking sector stability, ban-
king supervision, financial stress, integral stabi-
lity index.

JEL Classification: G21, G28.

Introduction

Banking sector stability is a cornerstone of economic resilience,
especially in economies facing heightened uncertainty, such as in Ukraine
during martial law. However, existing banking stability indices, in particular
the Financial Stress Index (FSI) of the National Bank of Ukraine (NBU, n. d.),
are largely descriptive in nature. While these indices effectively reflect the
historical state of the banking sector, they lack the ability to predict future
periods of stress. This limitation reduces their usefulness for proactive
decision-making by regulators and stakeholders.

The research aims to address these gaps by developing a metho-
dological approach to forecasting banking sector instability. Using annual
changes in key balance sheet indicators and predictive analytics, a model is
presented that aims to forecast periods of stress with high accuracy and
practical implications. This approach is a significant step towards creating an
index that will allow regulators to take preventive measures, ensuring the
stability and resilience of the banking sector in volatile conditions.

In recent years, much research has been conducted on the
development of indices to measure and predict the stability of the banking
and financial systems. These indices often serve as an integral part of early
warning systems (EWSs), which can prevent financial crises and support the
resilience of financial institutions. The researches of scholars present
different methodologies and ideas for constructing and implementing these
indices in different regions, each of which considers unique economic
conditions and specific data limitations.

Before proceeding to the analysis, it is important to understand what
the modeling results will be aimed at. First of all, there are theoretical works
by national scholars that provide a detailed explanation of the concept of
"stability".

In their work, Yevtukh and Shved (2016) highlight important features
of a stable banking system, emphasizing the absence of bank failures,
profitability, compliance with national legislation, and resilience to external
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shocks. There is also a discussion of the role of state regulators in identifying
and improving the banking system. The emphasis on the historical and
cultural evolution of banking systems in developed countries is particularly
valuable, as it illustrates how legal norms, customs, and economic policies
have shaped their resilience over the centuries. However, the text does not
delve into quantitative methods or specific indicators that could be used to
systematically assess and measure banking stability.

Chkheailo and Kukhar (2022) have made a significant contribution to
this field by developing a model for assessing the health of individual banks.
Although the calculations presented in their study cannot be directly applied
to the assessment of the entire banking system, the indicators they propose
are very valuable for analyzing financial stability. Their research, which
focuses on bank stability under martial law, highlighted that the financial
stability index of a bank is insufficient for stable functioning. The authors
recommend prioritizing key factors affecting financial stability, such as
equity, liquid and working assets, liabilities (both short-term and long-term),
and authorized capital, in order to increase overall stability.

A more complete set of indicators related to the stability of the entire
banking sector is presented by Pogorelenko and Sydorenko (2011). Their
work deepens the concept of "financial stability", offers a detailed analysis
of its content, and summarizes modern methods of risk analysis and
assessment. The authors emphasize the importance of improving the system
for monitoring the stability of the banking sector as a proactive measure to
prevent financial crises. This aspect is especially relevant in the context of
globalization of the world economy, when monitoring systemic risks in both
the financial system and the banking sector is becoming paramount. The
International Monetary Fund has also made a significant contribution to this
area by developing a system of financial stability indicators. This system has
12 core indicators and 28 recommended indicators covering sectors such as
deposit-taking corporations (banks), other financial corporations, non-
financial corporations, households, the liquidity market, and the real estate
market. Pogorelenko and Sydorenko’s emphasis on a systemic approach to
monitoring, combined with the IMF’s indicator framework, provides a solid
foundation for developing effective tools to assess and ensure financial
stability at the macroeconomic scale.

Cheang and Choy’s (2011) paper on the Aggregate Financial Stability
Index (AFSI) for Macau highlights the importance of monitoring financial
stability for early intervention in times of potential crisis. The authors
emphasize that an index that reflects the system-wide financial condition
over time can provide insights into the emergence of financial stress, which
is of practical importance to regulators. While the Macau AFSI effectively
captures stressful moments in the region’s financial history, limitations in the
interpretation of such indices are acknowledged, suggesting that the
aggregate index should be used with caution and in conjunction with other
indicators.
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Similarly, the research by Albulescu and Goyeau (2010) on the
Romanian financial system considers the construction of the AFSI to provide
a transparent and practical method for assessing systemic financial stability.
This work is particularly valuable for its structured approach, which details
the methodological steps required to construct the index, such as the selection
of indicators and the application of weighting methods. The results of the
research suggest that the AFSI not only allows for tracking the dynamics of
stability, but also helps to identify periods of stability, instability and crisis.
This methodology offers repeatable findings that can be adapted to different
financial systems, although it is also data-dependent and the choice of
indicators requires customization based on system-specific factors.

Koop and Korobilis (2014), considering a dynamic index of financial
conditions for the US financial system, suggest a more flexible approach to
constructing the index. By using techniques such as dynamic model selection
(DMS) and dynamic model averaging (DMA), the index adapts to changing
conditions in the financial sector and the economy as a whole. This approach
is particularly relevant in dynamic and complex financial environments such
as the United States, where variable selection and weighting must reflect
current economic realities. Their emphasis on flexible methodology is a
valuable achievement, although it may be difficult to apply in environments
with less complete data availability.

Meanwhile, Sere-Ejembi et al. (2014) study on the Banking System
Stability Index (BSSI) in Nigeria shows how stability indices can reflect the
resilience of the regional banking environment to shocks. The Nigerian BSSI
has successfully captured crisis episodes, including the intervention of the
Central Bank of Nigeria in 2009, and has served as a signal of potential
instability. However, the authors identify limitations, particularly in
retrospective indicators and sample size that may affect the index’s predictive
accuracy. The study’s recommendation for using the BSSI as a regulatory
tool highlights its potential as a precautionary tool, although it also stresses
the need to improve the availability and quality of data to increase the
reliability of the index.

Some issues of financial stability in the context of financial policy
have also been considered by scholars Chugunov (2023), Gusarevych (2023),
Pasichnyi et al. (2023).

In all these studies, the advantages of stability indices are clear; their
authors offer a quantitative tool for assessing financial stability and iden-
tifying vulnerabilities. However, there are also shortcomings, including data
limitations, methodological adaptation to different financial environments,
and the need for continuous improvement. Taken together, these findings
indicate that while financial stability indices play an important role in
providing early warning and assessing the health of the financial sector, they
need to be complemented by other regulatory measures and qualitative
analytical data to ensure a comprehensive approach to financial stability.
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Several models are usually used to assess the financial stability of the
banking system. The following approaches are widely used in international
practice (Dzyublyuk et al., 2014):

rating systems (e.g. CAMELSO, PATROL, ORAP) provide a
comprehensive assessment of financial stability, but are limited by their
subjective nature and applicability only for real-time assessment;

statistical models (e.g. FIMS, SAABA) include various data sets and
influencing factors in the analysis, but are often expensive to implement;

ratio analysis systems (e.g. BAKIS) effectively identify general trends
in the banking sector, but require large and detailed studies to obtain
meaningful conclusions;

comprehensive banking risk assessment systems (e.g. RATE, RAST)
take into account various influencing factors, but, as a rule, do not make their
conclusions publicly available.

One of the most famous aggregated financial stability indices is the
banking Z-Score. This indicator is calculated as the sum of the bank’s capital-
to-asset ratio and return on assets divided by the standard deviation of return
on assets. The basic principle of the Bank Z-Score is that a banking system
1s considered stable when the probability of losses exceeding its capital is
minimized. However, its application in the Ukrainian context poses certain
difficulties, primarily due to the significant delay between the calculation of
this indicator by World Bank experts and its final publication. In addition,
since the indicator is usually calculated on an annual basis, obtaining
quarterly or monthly values requires significant additional calculations.

One of the significant shortcomings is that many existing models are
based on indicators of the current state of the banking system, rather than
tools for predicting future stresses. These indices often lack the
methodological basis necessary to predict potential crises, which limits their
usefulness in proactive risk management of banks. In order to fill this gap,
we have proposed a forecasting model that allows us to solve the
classification problem, in which class 1 is predicted as a stressed period, 0 as
a normal one, offering clear predictive value. Such an approach not only
expands the possibilities of monitoring the stability of the banking system,
but also provides a reliable basis for predicting stressed periods, thus
contributing to more effective decision-making and risk mitigation.

The aim of the research is to develop a model for predicting the
stability of the banking sector based on the corresponding aggregated index.

The research hypothesis is that it is impossible to predict the stability
of the banking sector using existing macroeconomic and bank performance
indicators, as these indicators mainly reflect previous and current conditions
and do not provide sufficient prediction of future risks or stressful periods.

The methodology uses logistic regression to predict banking sector
stability by modeling the relationship between selected indicators and the
likelihood of financial stress. Logistic regression is a statistical method that
estimates the probability of a binary outcome (e.g., stress or no stress) based
on predictor variables, assigning regression coefficients to each indicator to
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quantify their impact and significance. Indicators with higher absolute
coefficients and low p-values (less than 0.05) are identified as the most
significant for predicting stress. In the results of logistic regression, the
z-score shows how many standard deviations the coefficient differs from
zero, providing a measure of the significance of each predictor in explaining
the binary outcome. Regression outputs a probability score for each
observation, classifying it as 1 (stress) or 0 (no stress) based on a predefined
threshold, thus providing a reliable basis for detecting periods of instability.
The class 1 prediction probability is an index.

The main part of the research consists of three sections: a general
description of the methodology for building a predictive model for the basis of
linear regression, a description of the input indicators and the feasibility of their
use, the forecasting result, and the interpretation of the calculation results.

1. Description of the proposed forecasting model

We propose the methodology for calculating the aggregated stability
index of the banking sector of Ukraine, based on the use of financial
aggregated data of the banking system of Ukraine, which includes balance
sheet and other indicators of bank activity. This methodology is designed to
forecast financial stress in the next month by analyzing changes in these
indicators in the current month. Such a dynamic approach allows us to
determine an index that reflects changes in the banking sector, which can
potentially serve as an early warning of its financial stress.

The calculation of the index begins with the aggregation of monthly
data on balance sheets, financial ratios and a report on balance sheet balances
and key indicators of the activities of Ukrainian banks. This aggregated data
set forms a cumulative monthly state of the overall financial activity of the
sector. Taking into account monthly changes, the goal of the model is to
identify early signs of potential stress in the banking system. Significant
fluctuations in key indicators, such as liquidity ratios, capital adequacy or
credit risk indicators, are indicated as signals of increased risk of instability.

To determine the specific impact of each variable on the likelihood of
future financial stress, regression analysis uses weighting factors. Thus, key
indicators, including liquidity, capital adequacy and credit risk ratios, are
prioritized according to their significance in the forecast model.

To predict whether a sector will experience stress in the next month,
we use a logistic regression model in which the outcome variable (Y)
indicates whether the next month is classified as "stressed" (1) or "non-
stressed" (0). The classification is based on predefined financial stress
thresholds calibrated to detect variations in risk intensity, in particular:

ea month is classified as stressed (Y=1) if the financial stress index
exceeds a threshold of 0.034 under normal conditions;

e during periods of increased risk, the threshold for classifying a month
as stressed increases to 0.16.

Using logistic regression and dynamic indicator analysis, the
methodology improves the accuracy of financial stress forecasting, offering
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stakeholders a practical tool for early detection and mitigation of risks. This
approach not only improves the monitoring of banking sector stability, but
also highlights the importance of adaptive thresholds to account for the
unique dynamics of the Ukrainian financial system, especially during periods
of heightened uncertainty

2. Description of the indicators used

The independent variables (X) in the model cover a wide range of
financial indicators aggregated from the banking sector. They are the loan-
to-deposit ratio, the operating income-to-operating expenses ratio, the
foreign currency assets-to-foreign currency liabilities ratio, the non-
performing loans-to-equity ratio, the return on assets (ROA), the return on
equity (ROE), funds with the National Bank of Ukraine, government bonds,
funds of non-resident non-bank financial institutions, loans to non-residents,
term deposits of other non-resident banks and loans received from other non-
resident banks, total assets of non-residents (excluding reserves for active
operations) and reserves for active operations of banks — selected for a
comprehensive assessment of the financial soundness, credit risk, liquidity,
operational efficiency and external risks of the Ukrainian banking sector.

Each of these ratios serves as a basis for assessing the financial strength,
liquidity, efficiency and external risks of banks, which are crucial factors in
predicting the likelihood of financial stress. For example, the loan-to-deposit
ratio reflects liquidity and credit risk, with higher values indicating a potentially
stressed state, while the operating income-to-operating expense ratio signals
operational efficiency, with a higher figure indicating better financial health
and ability to manage costs. The ratio of foreign currency assets to foreign
currency liabilities provides an indication of currency risk; an unbalanced curren-
cy position can lead to significant vulnerability in unstable conditions. The ratio
of non-performing loans to capital measures credit risk by comparing non-
performing loans to capital, where a high ratio indicates solvency problems.
Return on assets and return on equity measure the profitability and efficiency of
asset use, indicating a bank’s ability to generate profits and maintain
sustainability. Funds at the National Bank are a critical liquidity buffer that can
support banks in times of stress, enhancing their stability. A sharp change in
them may mean that banks require liquid funds to cover current needs, which
may be especially relevant in times of stress/crisis. Government bonds serve as
a stabilizing asset, especially during martial law, as they offer banks the
opportunity to receive stable income in conditions of uncertainty in the lending
market. Risk to non-residents through indicators such as funds of non-resident
non-bank financial institutions, loans granted to non-residents and total assets of
non-residents indicate foreign dependence and vulnerability to changes in
international financial markets. Such dynamics are especially relevant in times
of martial law, when foreign capital is more likely to react quickly to risks,
which enhances its role in identifying periods of financial stress. Ultimately,
reserves for active operations indicate the availability of resources to cover
expected losses due to the occurrence of risks.
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Given the representativeness and significance of these indicators, the
implementation of these indicators in a multifaceted model for assessing
the monthly probability of financial stress allows for the early identification
of vulnerabilities in the banking sector.

3. Results of modeling

The model for forecasting the stability of the banking sector is
summarized in the following Table and Figure 1.

Table
Correlation calculation results of the influence of individual variables
on the probability of financial stress in the banking sector of Ukraine
. Confidence | Confidence
. Regression | Standard . . . .
Indicator . z-coefficient | p-Indicator | interval. interval.
coefficient error L. L.
Lower limit | Upper limit
Constant -8.3539 2.568 -3.253 0.001 —13.388 -3.32
Loan to deposit ratio 3.5496 7.82 0.454 0.65 -11.777 18.877
Operating income to 2.683 1.976 1.358 0.175 ~1.19 6.556
operating expenses ratio
Foreign currency assets
to liabilities ratio -50.9382 | 35.737 —1.425 0.154 -120.982 19.106
Non-performing loans
to equity -6.0106 5.092 —1.18 0.238 —15.99 3.969
ROA (retu t
(return on assets) 45957 | 1.525 3,013 0.003 7.585 ~1.606
ROE (ret i
(return on equity) 45623 | 1514 3.014 0.003 1.595 7.529
Funds in the NBU
4.9227 1.632 3.017 0.003 1.725 8.121
Government bonds
10.076 5.184 1.944 0.052 -0.084 20.236
Funds of non-bank
financial institutions-non- 0.0928 0.466 0.199 0.842 -0.821 1.007
residents
Loans granted
to non-residents 6.3848 3.731 1.711 0.087 -0.928 13.698
Term deposits of other
non-resident banks and ~10.0759 | 4.298 ~2.344 0.019 -18.5 ~1.652
loans received from other
non-resident banks
Total assets
of non-residents 8.7488 3.671 2.383 0.017 1.554 15.943
(not adjusted for reserves
for active operations)
Reserves for active
operations of banks
(including reserves for —24.8814 10.977 -2.267 0.023 —46.397 -3.366

operations recorded in off-
balance sheet accounts)

Source: calculated by the author
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TNR indicators for logistic regression results

Source: calculated by the author.

The logistic regression model demonstrated robust performance,
achieving an overall accuracy of 88.04% and an AUC (area under the
receiver operating characteristic curve) of 94%, indicating a high discri-
minative ability to distinguish between stressful and non-stressful periods.
The model accuracy is 96%, confirming its high ability to correctly identify
stressful periods among predicted positive cases. The recall coefficient of
74% reflects the model’s effectiveness in detecting 74% of actual stressful
periods. The F1 indicator, which balances accuracy and recall, was calculated
at 84%, indicating a balanced performance in predicting both positive and
negative classes.

The chosen threshold of 50% was found to be the most optimal for
achieving a balanced and accurate forecast. These results highlight the
robustness of the model and its practical suitability for forecasting purposes,
especially in scenarios requiring early detection of potential stress in the
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banking sector. The high AUC and accuracy rates indicate that the model is
able to minimize false predictions, while the repeatability rate ensures that a
significant proportion of true stress periods are detected. Overall, the model
offers a powerful tool for forecasting and effectively responding to the
occurrence of stress situations, which can be used by various stakeholders.

Based on the results of the logistic regression, the importance of each
indicator in predicting a stress period for the banking sector can be assessed
using regression coefficients and p-values. Indicators with a smaller p-value
(usually <0.05) are considered statistically significant, indicating a stronger
relationship with the probability of a stress period. Below is a breakdown of
which indicators appear to be more influential and which are less so.

Significant indicators (p-value < 0.05).

The constant has a significant negative coefficient (—8.3539,
p=0.001), indicating that without other factors there is a low baseline proba-
bility of a stress event.

Return on assets (ROA): The ROA coefficient (—4.5957, p=0.003) is
negative and significant, which supports the thesis that lower return on assets
1s associated with an increased probability of stress. In the case when banks
receive lower return on assets, this may be a precursor to stress.

Return on equity (ROE): The ROE coefficient (4.5623, p=0.003) is
positive and significant. In this model, a higher ROE is associated with a
higher probability of a stress event. After all, banks that strive primarily to
achieve a higher return on equity quite often generate a high risk appetite,
which makes them more vulnerable to stress.

The indicator of bank debt to the NBU: has a significant positive
coefficient (4.9227, p=0.003). Higher values of this indicator occur when
banks rely more on central bank support, which may signal their instability.

The significant negative value of term deposits from other non-
resident banks and loans received from non-resident banks (—10.0759,
p=0.019) suggests that higher liabilities from non-resident banks may
correlate with stress, since a bank’s dependence on foreign financing is
usually associated with a higher level of risk.

The value of total non-resident assets is positive and significant
(8.7488, p=0.017). This may mean that a bank’s ownership of foreign assets
indicates increased dependence on external financial conditions, which is a
hypothetical risk factor in periods of financial instability.

To cover potential losses, banks form reserves, which act as a
"financial buffer", which allows maintaining the stability of banks during
economic downturns. According to the results of the calculations, it was
found that the reserve ratio for active operations is significant and has a
negative value (—24.8814, p=0.023). Limit indicators (p-value between 0.05
and 0.10). This provides grounds for the conclusion that the formation of a
larger volume of reserves by banks to cover expected losses on active
operations leads to a reduction in the risk of stress for the banking sector.
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According to the results of the research, the group of limit indicators
(p-value between 0.05 and 0.10) includes domestic government bonds and
loans granted to non-residents.

The peculiarity of the current functioning of the banking sector of
Ukraine is the excess of liquid resources, which are largely invested in
domestic government bonds (domestic government bonds); Although not
very significant (p=0.052), the positive correlation coefficient (10.076)
allows us to make an assumption about a possible connection between risk
and OVDP. The dependence of the Ukrainian banking sector on the yield of
OVDP, especially in conditions of high risk and stress in the financial system,
may indicate an insufficient development of the credit market, where banks
avoid lending due to high risks of borrower default and operating costs,
choosing bonds as a more reliable instrument with a predicted yield. The
tendency to increase the yield on OVDP in such conditions indicates a weak
diversification of bank assets and a strong dependence of the lending market
on the state of the economy, while investments in bonds allow avoiding
operating costs, maintaining the stability of banks’ financial flows.

At the same time, as Pylypets (2023) notes, the increase in deposits in
the lending sector and the decrease in demand for loans from the population
and business, as well as the steady slowdown in loan growth, are explained
by the high risks associated with lending to the real sector, since the banking
system has high rates of non-returns and overdue loans. The seriousness of
the problem of excessive liquidity due to the increase in the share of
government bonds is also emphasized by Borodenko and Gorban (2024),
emphasizing that banks’ business models are undergoing transformational
changes due to a change in the structure of profitability.

The coefficient of loans to non-residents is moderately significant
(6.3848, p=0.087). After all, lending to non-residents may be associated with
stress through the transmission of cross-border risks.

Insignificant indicators (p-value > 0.10).

Loan-to-deposit ratio: with a high p-value (0.650), this ratio (3.5496)
1s not statistically significant and therefore does not accurately predict stress.
Although a higher ratio may indicate liquidity risk, in this case it does not
demonstrate a strong relationship.

The value of the ratio of operating income to operating expenses
(2.683) and p-value (0.175) indicate its limited predictive power, since in
such a model this indicator does not allow to distinguish between stable and
stressed banks.

The ratio of assets to liabilities in foreign currency with a large
standard error and p-value of 0.154 (—50.9382) is also not statistically
significant, despite the fact that currency mismatches on the active and
passive parts of the balance sheet often generate risk. However, the proposed
model does not identify it as a strong predictor.

The ratio of non-performing loans to capital is an important indicator
for ensuring the stability of the banking sector. Although non-performing
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loans are generally important for predicting stability, the p-value (0.238)
indicates that they may not be as influential here, perhaps due to limited data
variation or existing risk mitigation measures.

Funds of non-resident non-bank financial institutions: this coefficient
(0.0928, p=0.842) shows little predictive power. Although dependence on foreign
institutions may imply risk, it does not appear to be significant in this model.

The data in Figure 2 largely demonstrate the correspondence between
the predicted stresses based on the proposed aggregate index and the actual
stress periods identified using the National Bank’s Financial Stress Index. In
particular, this is the beginning of 2019, marked by the armed aggression of
the Russian Federation in the Kerch Strait; the first quarter of 2020, which
coincided with the beginning of the COVID-19 pandemic and the associated
economic shocks due to quarantine measures; as well as the entire period
after February 2022, characterized by full-scale military aggression of the
Russian Federation.
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Figure 2. Dynamics of the Financial Stress Index and the forecasted aggregated
banking sector stability index in Ukraine during 2018 — October 2024.

Source: calculated by the author.

Thus, the results obtained allow us to assert the high ability of the
model to effectively capture significant geopolitical and economic shocks,
confirming its usefulness in identifying periods of increased stress in the
banking sector.

Conclusins

The initial hypothesis that it was impossible to predict the stability of
the banking sector using available macroeconomic and operational data
was rejected. By developing a logistic regression model, the research
demonstrates that it is indeed possible to predict future stress periods in the
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banking sector with sufficient forecasting accuracy. The model achieved an
accuracy of 88.04%, an AUC of 94%, and an F1 score of 0.84, confirming
its robustness and effectiveness. Using annual changes in key balance sheet
indicators, the model provides a robust framework for proactive risk
management, offering significant progress compared to traditional descript-
tive tools that only assess past and present conditions. These results confirm
the potential of predictive methodologies in enhancing the early warning
capabilities of financial regulators.

This means that the logistic function that predicts the probability of
being classified as a stressed period (class 1) can serve as an aggregate index
for identifying indicators that cause financial instability. Among the most
important predictors are return on assets (negative relationship), which
reflects a decrease in profitability during stress; return on equity (positive
relationship), which captures increased volatility of profits; funds in the NBU
(positive relationship), which indicates the dependence of banks on liquidity
support from the central bank; total assets of non-residents (positive
relationship), which illustrates the generation of risks associated with the
funds of non-bank financial institutions-non-residents; reserves for active
operations (negative relationship), which reflects an increase in the level of
deductions to cover losses on loans during stress. These indicators are
critically important for determining the financial vulnerability of Ukraine’s
banking sector, especially under martial law conditions, when profitability
and risk reduction mechanisms are crucial to ensuring its sustainability.
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GREENWASHING
IN ECO-BRANDING
OF FMCG ENTERPRISES

Eco-branding is an essential tool in modern
marketing that fosters consumer trust and
strengthens the environmental image of brands.
For FMCG companies, this entails integrating
ecological values into brand positioning strate-
gies, implemented through the use of slogans,
packaging design, and other elements that
symbolize a connection with nature. However,
alongside the growth of eco-branding, the
phenomenon of greenwashing has become
increasingly prevalent — a marketing tactic that
creates a false perception of a brand’s environ-
mental sustainability. It has been examined that
the essence of greenwashing and substantiates
its negative impact on consumers, the market,
and brands, including loss of trust, a reduction
in loyal customer bases, and stricter regulatory
requirements in the research. A classification of
greenwashing types based on communication
methods, areas of influence, and levels of
environmental responsibility have been proved.
The research hypothesis suggests that trans-
parent communication, supported by certifi-
cation and genuine ecological initiatives can
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T'PIHBOIMHTI
B EKOBPEHIMHIY
FMCG-NIIONIPUEMCTB

Exobpenoune € sasxcnueum incmpymeHmom
CYYACHO20 MapKemuHey, wo cnpuse Gopmy-
BAHHIO 00BIPU CNOJICUBAUIB T NIOCUTIOE eKON02TY-
Hutl imiooc openoie. s FMCG-nionpuemcme
ye o3nauae iHme2payilo eKoI02IMHUX YiHHOCImel
y cmpameeii  no3uyitogaHus  Openoy,  sKi
peanizyriomuvcs yepes GUKOPUCHAHHA CIO2AHIE,
OU3AlHy YNAKOBKU MA [THWUX eNleMeHmis, uo
CUMBONIZYIOMD 36 30K 3 npup000io. OOHAK pazom
3 DO3BUMKOM eKOOpeHOuHey Odedani uyacmiuie
cnocmepi2acmvbcs AeUwe SpiHBOUUNHSY — MapKe-
MUH208020 NPUTIOMY, WO CINBOPIOE XUOHE VABTIeH-
HA Npo exonoiuHicmy opendy. Pozenanymo cym-
HicMb 2PIHBOWIUHEY MA 008€0eHO 1020 Heza-
MUBHULL BNIUE HA CNOJICUBAUIB, PUHOK i OpeHou,
30KpemMa yepe3 3HUICEHHSI 008IpU, CKOPOUEHHs.
KIIbKOCMI JIOANIbHUX KIAIEHMI6 mMa NOCUNIEHHSA
peeymosanns. Tlposedeno knacugikayiro udis
2PIHBOWUHZY 30 CHOCODOM KOMYHIKAYii, ccheporo
BNAUBY MA PIGHEM eKONO2IUHOI 8I0N0BIOATLHOCHII.
Tinomesa OocniOdcenns nonseae 6 momy, wo
npo3opa KOMYHIKayis, niOmpumana cepmugbixa-
Yiern ma peanvbHUMy eKONOIYHUMY THIYIamueamu,
30amHa  MiHIMiZyeamu  seuwe  cPiHEOWUHeY |
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minimize greenwashing and enhance brand
competitiveness. The methodological basis of the
research includes an analysis of contemporary
scientific and applied literature, as well as a
review of successful practices in the field of eco-
branding. A step-by-step eco-branding strategy
for FMCG companies is proposed, aimed at
avoiding greenwashing, ensuring the long-term
development of the brand, and strengthening
consumer trust. The research emphasizes the
importance of tools such as life cycle asses-
sment, transparent reporting, and independent
certification, which ensure the authenticity of a
brand’s environmental image and its sustainable
growth.

Keywords: eco-branding, FMCG enter-
prises, environmental initiatives, green marke-
ting, greenwashing, strategy, environmental
responsibility.

niosUWUMY  KOHKYPEHMOCHPOMOIICHICIb OpeHOis.
Memooonoeis docniodxcenns 6azyemvcs Ha ana-
JU3I CYHacHOl HayKo80i ma NPuKIaoHoi nimepa-
MypU, a MaKoic Ha 021501 YCRiWHUX NPAKMUK Y
cghepi exobperdunzy. 3anponoHoséano noeman-
Hy cmpameeito exkobpenouney onsi FMCG-
nionpuemcms, AKka nepeddavac  YHUKHEHHs.
2pineowunzy, 3abe3neueHHs 00620MPUBALO20
PO3BUMKY OpeHOy ma 3MiYHeHHs 008IpU CRO*CU-
sauis. Haconoweno na easicnugocmi sacmocy-
6AHHA MAKUX [HCIMPYMEHMIE, AK OYIHKA IHCUM-
MEBO20 YUKLY NPOOYKMY, HpO30pi 36imu ma
He3zanedcna cepmugbikayis, wo 003601510Mb
2apanmyeamu  a8mMeHmMu4HiCmy  eK0N02i4H020
iMiOacy bpeHoy.

Knwuoei cnosa: exobdpengunr, FMCG-
MiZANPUEMCTBA, €KOJIOTIYHI IHII[IaTUBH, €KOJIO-
TYHUH MapKETHHT, TPIHBOLLIKHT, CTPATEris, eKo-
JIOTIYHA BiAMOBIZANBHICTD.

JEL Classification: M 14, M 30.

Introduction

Within the framework of the global transition to sustainable deve-
lopment, eco-branding is of crucial importance in shaping responsible
environmental behavior of both producers and consumers. Environmental
initiatives of business not only contribute to reducing the negative impact on
the environment, but also stimulate society to make conscious choices, which
in turn strengthens the role of consumers in determining corporate strategy.
Such interaction accelerates the transformation of markets towards
sustainable development. However, along with positive trends, the growth of
eco-branding popularity contributes to the spread of negative phenomena,
among which the most critical is greenwashing. This phenomenon, characte-
rized by the manipulation of environmental claims, undermines consumer
trust in brands, inhibits the development of genuine environmental inno-
vations and distorts competitive market conditions. This is especially true for
companies in the FMCG sector, operating in conditions of rapid changes in
consumer preferences.

It was hypothesized that increasing the transparency of marketing
communications and adhering to ethical standards in eco-branding reduce the
risks of greenwashing and contribute to increasing consumer trust in
environmental brands during the research.

The aim of the research is to identify the main approaches to countering
greenwashing through the analysis of its manifestations, mechanisms of action
and consequences for FMCG companies and consumers.

The research methodology is based on the analysis of literary sources,
comparison of best practices of European and Ukrainian companies, as well
as identification of the main types of greenwashing in marketing commu-
nications. A qualitative assessment of the impact of greenwashing on
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consumer choice and an analysis of tools that promote market transparency
were used. The article provides examples of practical cases that demonstrate
effective strategies for avoiding greenwashing.

The issue of greenwashing has been actively studied by both
international and Ukrainian scientists. Delmas and Burbano (2011) in their
work "The Drivers of Greenwashing" analyzed the main factors contributing to
the spread of greenwashing in the corporate environment. Siano et al. (2017)
expanded the classification of this phenomenon after the Volkswagen
scandal. Ottman (2017) focused on strategies of environmental marketing
focused on sustainable development. Bowen (2014) investigated symbolic
environmental initiatives of companies. In the Ukrainian context, Odynets
and Konak (2022) studied in detail the mechanisms of manipulation of
environmental claims, and Minkova et al. (2016) emphasized the importance
of certification in preventing pseudo-environmental practices.

The structure of the research has four sections. The first and second
sections consider the theoretical foundations of greenwashing and its clas-
sification. The third is devoted to the analysis of the impact of greenwashing
on consumer behavior and brand competitiveness. The fourth section pro-
vides recommendations for FMCG companies, among which transparency of
communications, the use of certifications and long-term investments in
sustainability are important.

1. The essence and phenomenon of greenwashing as a phenomenon
in the eco-branding of FMCG enterprises

The term "greenwashing" combines the words "green" and "white-
washing", symbolizing the disguised reality under an environmentally appealing
guise. Greenwashing is the practice of a company providing false or exaggerated
information about the environmental benefits of its products or processes in order
to improve its image. According to Delmas and Burbano (2011), greenwashing
is "the deliberate use of pseudo-environmental claims to mislead consumers
about the environmental benefits of a product". Siano et al. (2017) consider
greenwashing as "a manipulative strategy aimed at creating a false impres-
sion of a company’s environmental responsibility." Ottman (2011) defines
greenwashing as "an attempt to conceal negative environmental impacts
through unsubstantiated marketing claims." In Ukrainian practice, green-
washing is interpreted as "the use of environmental labeling without actual
confirmation of the product’s compliance with standards" (Minkova
et al., 2016). Korotenko (2020) adds that greenwashing can also mean
"creating the impression that a company is participating in environmental
initiatives when such efforts are symbolic or limited". There are several
different types of greenwashing, each of which has its own characteristics
and ways of influencing consumers. The most common include: pseudo-
ecological labeling, when a product receives the "ecological" label without
proper certification; information concealment, when a company emphasizes
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certain positive aspects while ignoring negative ones; manipulative
advertising, which uses vague or misleading wording. More details about
these and other types of greenwashing are presented in Table I, which
reflects their classification and examples of application in corporate practice.

Table 1
The main types of greenwashing
Type of greenwashing Shp it Examples of application by companies
description
. . The company emphasizes the
Focusing on one environmental aspect . S
. o : environmental friendliness of the
. of a product or service while ignoring . .
Hidden - packaging, but does not mention the
other environmentally harmful . o .
. high level of CO2 emissions during the
characteristics .
production of the product
Implementing individual env1rqnmental Use of biodegradable packages while
. measures that are non-systematic or e s .
Partial L maintaining harmful production
have a minor impact on the overall
. . processes
environmental footprint
The company uses symbols or
False environmental Using unreliable or fictitious statements about environmental safety
labeling environmental certificates and labels without confirmation by reputable
organizations

Source: compiled by the authors based on (Siano et al., 2017).

Understanding these types of greenwashing is critical for both consu-
mers and marketers. Armed with knowledge of the mechanisms of pseudo-
environmental claims, consumers can more critically evaluate marketing
claims and make informed choices in favor of truly environmentally
responsible brands. For marketers and companies, this signals the need for
transparent communication and real actions in the field of sustainability to
avoid the negative consequences of greenwashing, such as loss of trust and
reputational risks. Greenwashing can lead to a decrease in brand value by
10-40% due to consumer protest, which is a significant risk factor for
FMCG companies (Szabo & Webster, 2021).

In global practice there is a trend towards an increase in greenwashing
cases among companies from different regions, in particular from Europe,
Asia and North America. Over the past two years (2023-2024), a new peak
of this phenomenon has been recorded, although for the first time in six years
a decrease in the total number of greenwashing cases was noted (Figure ).
Despite this, the seriousness of such incidents continues to increase, which
indicates larger-scale violations and manipulation of environmental claims.
In 2023, about 60% of greenwashing cases concerned false claims about
combating climate change, reducing greenhouse gas emissions and reducing
pollution, demonstrating a growing emphasis on climate issues. In 2024, this
share decreased slightly to 57%, which can be explained by new requirements
for company transparency and increased consumer awareness.
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Figure 1. Number of unique companies with at least one case of greenwashing
related to both environmental impact and misleading communication

Source: (RepRisk, 2023, October 17; RepRisk, 2024, March 21).

In light of increasing regulatory requirements and increased public
scrutiny, companies must reconsider their approaches to eco-branding. Only
the implementation of proven sustainable practices, confirmed by indepen-
dent certificates and transparent reporting, can restore consumer trust and
provide real competitive advantages in the market.

Greenwashing continues to cause significant skepticism among consu-
mers, negatively affecting their behavior. According to research, 98% of
consumers feel deceived by false environmental claims, which signifycantly
undermine trust in brands’ environmental promises. This leads to a decrease in
interest in eco-products, loss of loyalty and a switch to alternative, less "green"
products, which jeopardizes the success of eco-branding in general.

Key aspects of consumer behavior and their expectations of brand
transparency in the context of environmental responsibility are presented in
Figure 2. According to the research (NielsenlQ Insights, 2019), consumers
expect brands not only to comply with environmental standards, but also to be
fully transparent about the origin of raw materials, the production process and
the environmental impact. The graph highlights the importance of access to clear
information about the product’s composition, the availability of certification and
independent verification of environmental claims. According to the survey,
more than 75% of consumers are ready to change their purchases in favor of
brands that provide transparency and openness. This emphasizes the importance
of developing a long-term eco-branding strategy that is based on real
environmental initiatives, rather than manipulative marketing techniques often
associated with greenwashing.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6 35



MARKETING

Consumers are willing to change their buying 7
habits to reduce their environmental footprint

Abandon a brand because of doubts about its 7
environmental practices

Believe that companies are more focused on
looking green than being "green"

Consumers are willing to pay more for
environmentally responsible brands

Consumers who do not trust environmental claims
of brands without confirmation

Consumers demand transparent labeling on %
packaging f | |

0 20 40 60 80 100

Figure 2. Key aspects of consumer behavior and expectations regarding brand
transparency and environmental responsibility

Source: (NielsenlQ Insights, 2019).

Modern consumers are becoming increasingly aware and demanding
of the environmental responsibility of products and services. The conse-
quences of companies using greenwashing can have negative consequences:

undermining brand trust: the detection of false or exaggerated environ-
mental claims weakens consumer trust in the brand. Distrust can spread not only
to a single product, but also to an entire product line or even a company, which
significantly complicates further communication and worsens the reputation;

increasing skepticism and changing consumer behavior: the constant use
of greenwashing can cause general skepticism about environmental claims.
Consumers may begin to avoid products that are positioned as environmentally
friendly due to doubts about their reliability. This makes it difficult to make
conscious decisions in favor of truly environmentally responsible products;

loss of loyal customers: consumers who learn about cases of greenwashing
may refuse to support the brand and look for alternatives that meet their
environmental beliefs. The loss of loyal customers is particularly dangerous
because they often act as brand advocates, recommending them to others and
promoting a positive image.

This highlights the need for companies to be transparent and account-
table in their environmental claims in order to maintain and strengthen
relationships with consumers.

Greenwashing also poses significant challenges to the environmental
goods market, affecting its development and dynamics (7able 2).

The impact of greenwashing becomes particularly evident when large
corporations find themselves at the center of scandals due to the use of false
environmental claims. An analysis of several well-known cases allows us to
better understand the consequences of this practice and emphasize the need
for an ethical approach to eco-branding. They are summarized in Table 3.
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Table 2

The impact of greenwashing on consumers, the market and brands

The areas
of impact

Consequences for the company

Consumers

Undermining trust: the exposure of false environmental claims undermines brand trust in
general and creates growing consumer skepticism about companies’ environmental initiatives.
Changing consumer behavior: constant exposure to greenwashing leads to a decrease in interest in
environmental products and a shift to less environmentally friendly and cheaper alternatives.

Loss of loyalty: consumers may shift their choices to brands that demonstrate transparency
and real environmental efforts

The market

Reduced profitability of environmental investments: distrust of "green" products may lead to
reduced investment in new environmental technologies.

Stricter regulatory requirements. the spread of greenwashing stimulates the strengthening of
legislation and standards in the field of eco-branding.

Negative impact on eco-branding: reduced overall attractiveness of environmental products
due to frequent cases of pseudo-environmental claims

Brands

Reputational damage: greenwashing can lead to long-term reputational damage for brands,
reducing their competitiveness.
Market share loss: consumers who have lost trust often choose alternative products, leading

to reduced sales and market share.
Legal consequences: companies found guilty of greenwashing can face lawsuits and fines

Source: compiled by authors for (Vollero, 2022).

Table 3
The use of greenwashing by well-known brands
Brand title Case study apd brief Company’s ambitions Consequences
description
. Independent studies have shown
Integrating corporate
. o that only a small percentage of
social responsibility X
. . X plastic bottles are actually
Eco-friendly packaging. strategy into .
. ‘ 4 recyclable. Most plastic waste ends
Claiming that all plastic marketing ? : .
> . up in landfills or in water supplies,
Coca-Cola | bottles are fully recyclable communications, . .
Lo . leading to greenwashing. The result
reduces the negative impact | taking into account .
: S is a loss of consumer trust and
on the environment the growing interest of . S
> growing skepticism about the
consumers in : .
. . environmental claims of large
environmental issues .
corporations
The company promoted
Persil and Surf laundry Use the environmental | The actual performance of the
detergents as trend to attract products did not match the claimed
. environmentally friendly customers, increase performance, leading to accusations
Unilever .
products, manufactured consumer loyalty, and | of greenwashing. Loss of consumer
using clean technologies position the brand as trust led to reduced loyalty and loss
that reduce their negative eco-conscious of market share
impact on the environment
The "Pure Life" brand was Cregte an image of an Water sources were found to be no
o, environmentally .
positioned as . different from standard ones and
. . responsible brand that . .
. environmentally friendly . environmental promises were
Nestlé . takes into account the . .
bottled water, obtained . exaggerated. This led to accusations
SR growing awareness of . .
from sources with high of greenwashing and a negative
. consumers about . X .
environmental standards L impact on the company’s reputation
sustainability
Dieselgate case: the . The discovery of emissions-cheating
. Use environmental . . . .
company promoted diesel . software manipulation during testing
characteristics as a
cars under the slogan s led to a global scandal. The
Volkswa- " . . competitive advantage . R
Clean Diesel", claiming consequences included multi-billion-
gen .o and attract consumers .
that they had low emissions . dollar fines, vehicle recalls, and
. focused on sustainable | . . .
and met the highest development significant reputational damage that
environmental standards p significantly reduced brand trust

Source: compiled by authors for (Zishen Lin, 2022; Vollero, 2022; Siano et al., 2017)
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Thus, the experience of these corporations is an important example for
businesses about the inadmissibility of greenwashing and the need to invest
in real sustainable practices. This will not only help maintain consumer trust,
but also ensure the long-term competitiveness of the brand in the face of
growing attention to environmental responsibility.

2. Classification of greenwashing

In the field of eco-branding of FMCG companies, it is important to
understand the various forms of greenwashing, as this allows you to effec-
tively counteract this phenomenon and develop ethical marketing strategies,
especially in the context of eco-branding of FMCG companies.

By the method
of communication
with the consumer

By sphere

By type .

of product of influence
on the consumer

/

i By the level
By ;g‘e gz cle of environmental
s responsibility

Figure 3. Classification of greenwashing by marketing features

Source: compiled by the authors according to (Laufer, 2003).

The classification of greenwashing by marketing characteristics helps
to identify specific tactics and techniques that companies use to manipulate
consumers’ environmental perceptions (Figure 3). This not only increases
market transparency, but also contributes to informed consumer choice.

The classification by means of communication with the consumer
demonstrates how companies use a variety of channels to create a positive
environmental image, often without actually changing production
processes or corporate strategies. Packaging, social media, PR campaigns,
partnerships with environmental organizations and event sponsorships are
all tools that brands use to create the impression of environmental
responsibility.

Greenwashing manifests itself in the manipulation of these channels,
when companies emphasize external attributes of environmental friendliness,

38 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6



MARKETING

such as green packaging or positive images of nature, instead of focusing on
real environmental improvements. (7able 4).

Table 4
Methods of communication with the consumer
Communication .
method Characteristics Examples

Packaging is often the first point of contact a
consumer has with a product, and it is . .
actively used to create the impression of Ursolgfcl:;otif?ﬁ:fogzlSaglilc
being environmentally friendly. Companies Ic)ontent or packagin wiﬂ% the

Packaging can add elements that evoke associations words " or :ni " %naiural"
with nature, such as the color green, images which is n%) " con,ﬁrme ab >
of trees, water or earth, which stimulates the certificates y
perception of the product as environmentally
friendly.
Media advertising campaigns often use Car advertising that focuses on
exaggerated or distorted claims about a their "environmental"

Advertising company’s environmental achievements. characteristics (reducing CO2

This can be either direct claims about the
environmental friendliness of products or
covert advertising through positive images.

emissions), ignoring other
aspects that are harmful to the
environment

Social media

Social media is used to promote brands’
green image through short messages, nature
posts, or collaborations with influencers.
Consumers often have no way to verify the
authenticity of such claims, leading to a
superficial green image.

Campaigns where influencers
post photos with "eco-friendly"
products without providing
additional facts about their
impact on nature

PR campaigns

Companies use public events and statements
to improve their image by focusing on
environmental aspects that may be
insignificant or one-off. Press releases can
be aimed at showing the company’s "green"

initiatives, even if they are not systematic

Press conference dedicated to
tree planting organized by large
corporations with high levels of
environmental pollution

Sponsorship of
environmental events

Companies can sponsor environmental
initiatives or events (e.g., green marathons)
to create the impression of their
environmental responsibility without
changing their core operating processes.

A major oil company that
sponsors an environmental
festival but doesn’t make any
changes to reduce its own carbon
emissions

Partnership with
environmental
organizations

Companies can partner with environmental
NGOs or support specific environmental
projects by providing financial or other
assistance. This can be used to improve the
brand image, even if the company’s core
products are not environmentally friendly.

A company that produces
disposable plastic products is
funding an organization that is
cleaning up oceans from plastic

Source: compiled by the authors for (Delmas & Burbano, 2011).

The criterion "by the sphere of influence on the consumer" details how
greenwashing focuses on different aspects of consumer behavior and percep-
tion, including psychological, informational, social and economic factors.
This helps to clarify how marketing strategies use environmental trends to
manipulate the market and create the illusion of environmental responsibility
without real change. In general, this forms:

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6

39



MARKETING

psychological influence through the use of positive association.
Companies use greenwashing to create a sense of participation in
environmentally responsible actions in consumers. The rhetoric that "by
buying this product, you are making the world a better place" is actively used
to create an emotional attachment to the brand.

Example 1s the products advertised as "green" due to one environ-

mental element (for example, biodegradable packaging) create in the

consumer the feeling that this purchase is a "contribution to saving the
planet";

informational influence through lack of knowledge. In this case,
the company relies on the fact that the consumer does not have enough
information to verify the environmental claims. This creates the
impression that the product is environmentally friendly, when in fact
it is not.

Example: using complex terms such as "green" or "organic" without a

detailed explanation of how these characteristics are achieved

contributes to the manipulation of consumer perceptions;

social influence through trends and social norms. Greenwashing is
mainly based on social trends in behavior and consumption. Companies use
popular environmental trends to attract consumers who are eager to support
environmentally conscious initiatives, but do not always check the reliability
of the information.

Example: mass production of "green" products that are actively

promoted through influencers or social media without properly

assessing the real environmental benefits;

economic influence through price manipulation. Consumers are willing
to pay more for products that they believe are environmentally friendly.
Companies use this to increase the price of products labeled "green", even if
these products do not have significant environmental benefits.

Example: overpricing "green" versions of a product (e.g. "organic"

products), even though their production process is no different from

the regular one.

Product type takes into account differences between product types,
as each type of product creates unique opportunities for manipulating
environmental claims (7able 5). Products from highly processed FMCG
companies, such as food, cosmetics or textiles, often undergo complex
production processes, which opens up more opportunities for distorting
information about their environmental impact. At the same time, durable
goods, such as cars or household appliances, offer the opportunity to
manipulate data about the energy efficiency or environmental friendliness
of the materials used.
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Table 5
Greenwashing by product type
T . .
ype Characteristic Example of greenwashing
of product
The food i try oft label: h as " ic," . .
] e noodulndus ry"0 en uses labels such as "organic, The product is advertised as
bio," or "natural." However, these terms can be used " o . .
. . . . organic" because it contains
incorrectly or without proper certification. Food . .
Food products : . . one organic ingredient, but
products also run the risk of being manipulated by . .
. X o . . . . most of the other ingredients
partially using organic ingredients without disclosing .
. are conventional
other aspects of production.
The cosmetics industry actively uses "green" claims . .
" U r'}/ " veyu greer Wl A cream that is advertised as
. such as "paraben-free" or "not tested on animals," to " " . .
Cosmetic s . . natural” but contains synthetic
attract consumers’ attention. However, this can be .
products . S preservatives or other
misleading if the company, for example, uses other .
. dangerous chemicals
harmful substances or tests other products on animals.
Househol fi ising that ft . .
ouseho d prodqcts often use adve.rtlsmg that focuses Plastic bags that are advertised
on biodegradability or reduced environmental impact .
o » . as biodegradable but actually
Household through the use of "green" materials. However, some :
. . decompose only under specific
goods products may only be partially biodegradable or use o .
. conditions not available under
manufacturing processes that are harmful to the . ..
. normal recycling conditions
environment.
In this industry, greenwashing often focuses on reducing | An advertisement for a hybrid
. emissions or using alternative energy sources. However, | car that is supposedly "eco-
Automotive . . L . . " . .
industry even if certain cars have reduced emissions, their friendly," but its production
production process can cause significant environmental creates large amounts of toxic
damage. waste
The fashion industry also uses environmental rhetoric,
claiming to use organic fabrics or environmentally Clothing labeled "eco-friendly
Textile friendly production processes. However, this cotton" that is actually made in
industry greenwashing can be when a company focuses on only factories with significant water
one aspect, ignoring other harmful practices, such as and energy consumption
poor energy efficiency or excessive water use.
Electronics manufacturers may make claims about the Advertisement for a laptop that
Technological | €Mer&Y efficiency of their devices or the use of recycled | uses energy-saving technology
roducts & materials. However, these claims often do not reveal the | but is manufactured with
P full picture of the conditions under which such products | environmental pollution during
are manufactured or disposed of. the extraction of materials

Source: compiled by authors for (Ottman, 2011; TerraChoice Group, 2010; Delmas &
Burbano, 2011).

The product life cycle criterion is one of the key approaches to

classifying greenwashing, which allows detecting manipulations at different
stages of the product life cycle — from the extraction of raw materials to their
disposal. This approach is based on the understanding that each such cycle
has specific opportunities for pseudo-environmental claims that can distort
the real impact of the product on the environment.

Raw materials. At this stage, manipulations can concern the sources
of origin of raw materials and methods of their production. Companies often
exaggerate the environmental friendliness of materials, claiming the use of
"renewable" or "organic" components, without providing real evidence or
ignoring important details about the origin and methods of production.
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Production. An important stage at which greenwashing can concern
the creation of products. Typically, companies claim to reduce harmful
emissions or introduce environmentally friendly technologies, although in
reality such innovations may have limited or insignificant impact. Often,
manipulations are made using unconfirmed data about "green production",
which in fact is not true.

Transportation. Companies may exaggerate the environmental
benefits of their transportation operations, for example by claiming to use
"green transportation" or reduce emissions during logistics, although the
actual figures often differ significantly from the declared ones.

Recycling. When claiming the recyclability of a product, companies
often ignore the real difficulties or impossibility of recycling it. Products that
are declared as "biodegradable" or "recyclable" may in fact have significant
recycling restrictions or require special conditions for full decomposition,
which are not always explained to consumers.

The criterion of the level of environmental responsibility allows us to
classify greenwashing depending on the degree to which a company
integrates environmental practices into its activities. This classification
makes it possible to assess the extent to which the company’s statements
correspond to real environmental initiatives and efforts aimed at reducing the
negative impact on the environment. Depending on the level of
responsibility, several key categories can be distinguished.

Fully ecological products. This category is occupied by companies
that implement environmentally responsible practices at all stages of their
activities - from the use of environmentally friendly raw materials to product
disposal. Companies that produce fully ecological products have real
confirmation of their statements, in particular through international
environmental certifications ISO 14001 or Ecolabel. In such cases,
environmental statements are confirmed by specific actions and transparency
of production processes.

Partially ecological products. This category includes companies that
implement environmental initiatives only at certain stages of their activities,
for example, using organic raw materials or energy-efficient production
technologies. However, other stages of production, transportation, or
disposal of products may not meet the declared environmental standards,
which often lead to overstating the environmental benefits of the product,
creating opportunities for greenwashing.

Products with limited environmental responsibility. This category
includes companies that only partially or minimally implement environmental
initiatives. For example, they may emphasize certain environmental properties
of their products (such as the use of recycled materials or the reduction of
harmful emissions), but the overall environmental impact of their activities
remains significant. Such companies try to use the environmental image to
improve their reputation, but their real responsibility is limited.
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Non-environmental products with pseudo-environmental advertising.
This is the lowest level of environmental responsibility, where companies
practically do not implement sustainable practices, but actively use environ-
mental rhetoric in their advertising campaigns. They may claim that their
products or processes are "green", while these claims are not supported by
reality or are manipulative. This is a classic example of greenwashing, where
companies seek to improve their reputation through exaggerated or false
environmental claims.

3. Methods of avoiding greenwashing in the process of eco-branding

In modern eco-branding of FMCG companies, transparency and
reliability of information are fundamental principles that allow avoiding
greenwashing and maintaining consumer trust. Compliance with these
principles ensures the sustainability of the company’s environmental repute-
tion. Let’s consider the main methods that help prevent greenwashing in the
context of eco-branding.

Use of verified environmental labels.

Product certification is an effective way to avoid greenwashing. The use
of internationally recognized certification standards ISO 14001, Fair Trade Certi-
fied, Rainforest Alliance, GOTS and PEFC guarantees the reliability of enviro-
nmental claims (7able 6). These standards help to verify the real environmental
impact of products and increase the level of trust in the brand.

Table 6
Major international certifications
Certification Applications Main goal
ISO 14001 Environmental Systematically reduce negative environmental impact
management

Fair Trade Certified Ethical trade Support socially responsible production

Rainforest Alliance Nature protection Cons?we biodiversity and sustainable agricultural
practices

GOTS Textile production Guarantee organic materials and compliance with social
standards

PEFC Forest certification Support sustainable forestry and legal timber trade

Source: compiled by the authors according to (ISO, 2015; Fair Trade USA, n. d.; Rainforest
Alliance, 2024; Global Organic Textile Standard, 2021; PEFC, n. d.; Minkova et al., 2016).

Transparent communication on environmental impact

Transparency in eco-branding involves detailed communication about the
environmental impact of products at each stage of their life cycle (Table 7).
Companies should provide consumers with accurate information about the sour-
ces of raw materials, energy efficiency of production, implementation of "green"
technologies in logistics and methods of product disposal. This helps to build trust
in the brand, strengthening its reputation as environmentally responsible.
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Table 7
Product life cycle stages and communication
Life Cycle Stage Description Communication content
Raw Materials Source and extraction methods Use of renewable or organic materials
Production Energy efficiency and emission Use of "green" production technologies
reduction
Transportation Low-emission logistics Use of environmentally friendly vehicles
Disposal Recycling or decomposition SCterlr(lir;lrlg:ce with biodegradability or recycling

Source: compiled by the authors according to (Ottman, 2011).

Such information should be clear and specific, in particular on
reducing CO: emissions, using environmentally friendly materials or imple-
menting innovative technologies. This allows consumers to understand the
real contribution of the company to environmental protection and make infor-
med choices in favor of eco-brands.

Providing access to additional sources of verification.

Companies can increase the credibility of their environmental claims by
providing links to external sources or certificates. For example, independent
environmental research reports, audit results or official certificates should be avai-
lable on the company’s website or in the form of QR codes on product packaging.

Clear formulation of environmental claims.

Environmental claims should be accurate and supported by facts
(Table 8). Using general terms such as "environmentally friendly" or "natu-
ral" without specifying them can cause doubts among consumers. Companies
should clearly indicate the specific environmental benefits of their products,
such as emissions levels, amount of recycled materials, etc.

Table 8
Formulating environmental terms in brand communication
The term Precise formulation Example of use
"Natural" Uses 100% organic cotton | "The shirt is made from 100% GOTS certified organic cotton"
"Eco- Reduced carbon footprint | "The CO2 emissions during production have been reduced by
friendly" by 50% 50% compared to 2020"

Source: compiled by authors for (ESMA, 2023).

Adhering to these methods not only prevents greenwashing, but also
contributes to the long-term sustainability of FMCG companies’ eco-bran-
ding. Transparency, the availability of verified eco-labels, access to indepen-
dent verification sources and clear wording of environmental claims form the
basis for trust and sustainable brand development.

4. Strategies to counteract greenwashing

To effectively combat greenwashing and ensure the authenticity of FMCG
eco-branding, companies should use specific strategies focused on implementing
environmental principles in all aspects of their activities. These strategies should
be based on real actions supported by transparent and reliable data.
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Strategies to combat greenwashing are a set of measures aimed at
ensuring the transparency, reliability and authenticity of a company’s envi-
ronmental statements, which include the development of internal policies, the
implementation of ethical communication standards and the integration of
environmental principles into business processes.

Strategies to combat greenwashing significantly affect the business
environment, forming new standards of ethical behavior and responsibility.
In particular, they change market dynamics, stimulate companies to imple-
ment real environmental practices and influence consumer behavior.

The mechanism of influence of these strategies on the business environment
is to create competitive advantages for companies that adhere to the principles of
transparency and authenticity in environmental statements (Figure 4). When
companies actively combat greenwashing, they build trust with consumers and
partners, which strengthen their reputation in the market.

This encourages competitors to adapt to the new conditions, increasing the
overall level of environmental responsibility in the industry. Such strategies also
influence consumers, increasing their level of awareness and trust in brands. When
companies provide reliable and verified information about the environmental
characteristics of their products, consumers can make informed decisions,
supporting environmentally conscious businesses. This stimulates the growth of
demand for sustainable products and contributes to the formation of an
environmentally conscious consumer culture.

( ( Integration
Transpflrer.nt :> Certification and :> of sustainable
communication standardization development

. .

@)mpanies should \ /U sing independent \ /Implementing \
provide clear and certification bodies environmental
verifiable information to confirm the practices throughout
about their environmental the production
environmental aspects of products process ensures real
initiatives. adds weight to environmental
This reduces claims and prevents improvements,
the risk of greenwashing not just marketing
misunderstandings claims
and increases

Q)nsumer trust. J \ / k j

Figure 4. The mechanism of countermeasures

Source: compiled by the authors based on (ESMA, 2023; Minkova et al., 2016).

The mechanism of influence is also manifested through increased regu-
latory pressure. Companies that implement strategies to combat greenwashing
often cooperate with regulatory authorities and non-governmental organizations,
contributing to the development of stricter standards and regulations in the field
of environmental responsibility. This creates a stricter legal framework, forcing
all companies to improve the level of their environmental practices.

These strategies affect business partnerships through supply chains.
Companies are starting to demand that their suppliers comply with environmental
standards, which extend the impact to related industries and contribute to the
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overall improvement of the environmental situation. This creates a network effect,
where the responsibility of one company stimulates positive changes in the entire
business environment.

In addition, greenwashing strategies affect innovative development.
Companies invest in research into new environmentally friendly technologies
and products. This not only improves their competitiveness, but also
contributes to progress in the field of sustainable development.

Creating a greenwashing strategy in an FMCG company is a complex
process that requires a deep understanding of the environmental aspects of
the business and the integration of sustainable development principles into
the corporate strategy. This process begins with the realization of the need to
move from superficial environmental statements to real actions aimed at
reducing the negative impact on the environment.

A step-by-step approach helps to build an effective strategy to combat
greenwashing, aimed at achieving real environmental results in the FMCG
sector (Figure 5).

1. Assessment of the Conducting an environmental audit of the company to identify greenwashing risks.
current situation Identifying weaknesses in the communication of environmental aspects of products
v N
2. Setting clear
. & Setting specific, measurable, achievable (SMART) goals for sustainable development
environmental goals
* J
(" 3. Developi s - - - N
- evelopmg Implementing standards for transparent reporting of the company's environmental
a transparent achievements.
L communication system \_ Clear formulation of the environmental benefits of products
v
. N ~
4. Inte.gratlf)n Use of independent certifications to verify environmental claims.
of certification Involvement of internationally recognized organizations to verify environmental
and standardization ) aspects of operations
/
- + - N e R
5. Integrating environmenta Implementing sustainable technologies in production processes.
practices into all processes Using circular economy principles in waste management
J AN J
v N
6. Involvement Conducting training for employees on the importance of combating greenwashing.
of all staff Developing a corporate culture focused on environmental responsibility
J
v
~
7. Monitoring and Using key performance indicators (KPIs) to measure progress.
evaluation of results Continuously analyzing and adjusting strategies to improve their effectiveness
J
v
( 8. Buildi ing | )
’ u.1 lng tht.l ne Conducting audits and collaborating with suppliers and adhering to environmental
relationships with : :
standards in supply chains
partners )
D N
9. Implementation of Investment in research and development of environmentally friendly products and
innovative solutions technologies.
Development of new environmentally friendly products with real benefits
J

Figure 5. Stages of developing a strategy to combat greenwashing in FMCG
Source: compiled by the author according to (ESMA, 2023; Ottman, 2011).
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Developing and implementing an anti-greenwashing strategy requires
a collaborative effort and the involvement of different departments within the
company.

Senior management is responsible for initiating the process, providing
strategic vision, and allocating the necessary resources. Their support is criti-
cal for setting corporate priorities and ensuring the effectiveness of the
strategies being implemented.

The marketing department integrates environmental aspects into the
brand strategy and communication with consumers. They ensure the credibi-
lity of all environmental claims and their confirmation by real actions, using
modern tools and channels for disseminating information.

The production department optimizes the use of resources and implements
environmentally friendly practices in production processes, such as waste reduc-
tion, the use of renewable resources, and energy-efficient technologies.

The supply and logistics department ensures compliance with environ-
mental standards in supply chains and collaborates with suppliers to implement
sustainable practices. It monitors the environmental impact of logistics operations
and seeks alternative environmentally friendly transport solutions.

The legal department ensures that the company's activities comply
with legislative requirements and standards in the field of ecology and
advertising. It advises on legal risks and helps to avoid potential violations.

The human resources department organizes training for personnel in
the field of environmental responsibility and the development of an
environmentally conscious corporate culture. Employees must understand
their role in the implementation of environmental initiatives.

All employees: each employee participates in the implementation of
the greenwashing strategy, adhering to established policies and actively
supporting environmental initiatives. Staff involvement is the key to success.

The development of a greenwashing strategy is based on the scientific
principles of sustainable development, environmental management and
corporate social responsibility. The use of methodologies such as product life
cycle assessment (LCA) allows for the quantitative assessment of the impact
of products and processes on the environment. This provides an objective
basis for decision-making and setting priorities. The integration of corporate
environmental ethics helps to form the principles and values that guide the
behavior of the company. This strengthens the long-term sustainability and
reputation of the company.

Creating and implementing an anti-greenwashing strategy in an
FMCG company is a complex process that requires systematic and scientific
approaches. Involving different departments and levels of management
ensures the effective implementation of eco-branding activities and contri-
butes to achieving real environmental improvements.
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Conclusions

The research hypothesis that transparent communication, certification
and real environmental initiatives can minimize greenwashing and increase
the competitiveness of brands has been confirmed.

Greenwashing remains a serious problem for FMCG companies that
seek to build long-term relationships with consumers and ensure the
sustainability of their business. Practice shows that superficial environmental
claims without factual confirmation not only undermine consumer trust, but
also cause reputational and financial losses. This emphasizes the critical need
to develop scientifically based strategies to counteract greenwashing.

Integrating sustainable development into corporate strategies
promotes a systemic approach to environmental responsibility, which
increases business efficiency and forms a positive corporate culture. This
allows you to strengthen consumer trust and employee engagement, which in
turn increases brand loyalty and creates competitive advantages.

Transparent communication is the basis for strengthening trust. Open
coverage of both achievements and challenges demonstrates a high level of
responsibility, which helps to strengthen the brand and stand out in the
market. Investments in environmental innovations and technologies not only
reduce the negative impact on the environment, but also create new
opportunities for business development, expanding the product range and
entering new markets.

In the context of growing environmental awareness of consumers and
increasing regulatory requirements, counteracting the greenwashing is
becoming a strategic necessity. Scientifically based approaches and real
environmental achievements provide FMCG companies not only with
competitive advantages, but also help preserve the environment for future
generations.

Thus, comprehensive long-term strategies to counteract greenwashing
are an integral part of the success of FMCG companies' eco-branding
strategies. A systematic approach, scientific validity and transparency ensure
consumer trust and support the harmonious development of business in
accordance with environmental standards.

The prospect of further research should be the development of
integrated models for assessing the effectiveness of eco-branding, taking into
account the dynamics of market changes and consumer behavior, as well as
the analysis of the impact of digital technologies on the transparency of brand
communications.
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BRAND MANAGEMENT
INTELLIGENCE: DIGITAL
TECHNOLOGIES
AND TOOLS

In the context of dynamic technological
changes, the intelligence of the economy is
becoming particularly relevant, forming new
standards of management activity, where the key
resource is not only information, but also the
ability to interpret and apply it to make strategic
decisions. In brand management, intelligence
opens up opportunities for developing unique
brand strategies based on a deep analysis of
consumer behavior, forecasting market trends
and increasing the effectiveness of marketing
campaigns. This requires rethinking traditional
approaches to brand management and finding
new ways to integrate digital tools to increase
the consumer value of the brand. The aim of the
research is to substantiate the emergence of
the Branding 3.0 concept in the process of brand
management intellectualization. The research is
based on the hypothesis that it is the intelligence
of the economy and management that has led to
the emergence of the Branding 3.0 concept as a
key element of modern brand management. The
research methodology is based on the theore-
tical foundations of behavioral economics, gene-
ration theory and modern marketing approa-
ches, as well as the use of historical and logical
methods, analysis and synthesis, concepttualiza-
tion, systematization and structural modeling.
The research identifies the prerequisites for the
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AHAJITTUKA
BPEH-MEHEIXMEHTY :
UMSPOBI TEXHOJIOT'II

TA IHCTPYMEHTHU

B ymosax ounamiunux mexnonoeiunux spyuietn
iHmenexmyanizayisi eKOHOMiIKU popMye HOGi cmaH-
oapmu  YnpaguiHCcbKoi OLLIbHOCI, Oe KIH408UM
pecypcom cmae He auute iHghopmayis, ane i 30am-
Hicmb Oo ii iHmepnpemayii ma 3acmocy8amHs
0/151 NPULIHAININA. CIMPAMESTYHUX pitiets. Y openo-
MeHeOHcMenmi  iHmenekmyanizayis 8iOKpusae
MOACIUBOCIE OJI1 PO3POONEHHSL YHIKAILHUX OPEHO-
cmpameeitl, sKi 6a3yIOmvCst Ha 2MUOOKOMY AHATI3L
CHOJICUBYOT NOBEOIHKU, NPOSHO3YBANHI PUHKOBUX
meHOeHyill | NiOBUWEeHHI eeKmuUSHOCME MapKe-
mun2o8ux Kamnauii. Lle sumazae nepeocmucnents
MPaoUYItIHUX Ni0X00i8 00 OPEeHO-MeHeONHCMeHmY U
NOULYKYy HOBUX cnocobie inmezpayii yugposux
iHCmpyMeHmig 0715 NIOGUIEHHS CRONCUBYOT YIHHOC-
mi Openoy. Memoro cmammi € 0OTPYHMYBAHHA
cmanoenenms Konyenyii bpenoune 3.0 y npoyeci
inmenexmyanizayii openo-wenedxcmenmy. Ilpeo-
cmaeiere 00CIONCEH ST IPYHMYEMbCSL HA 2INOMe3i,
wo came iHmMeneKmyani3ayisi eKOHOMIKU ma yYnpas-
JUHHSL 0OYMOBUNA CMAHOGNEHHST KoHyenyii bpen-
Oune 3.0 5K KIoY08020 eneMeHnty CyuacH020 OpeHO-
Menedxcmenmy. Memooonozis 0ocniodxcentst 6azy-
EMbCL HA MeopemuyHUX 3acadax NoeeoIHKO8oL
EKOHOMIKU, Meopii NOKOMIHb I CYYACHUX NiOX00ax
MapKemuHzy, @ MakoiC Ha BUKOPUCIAHHI ICIOpUY-
HO2O0 1l JI02IYHO20 MemoOi8, aHaNi3y ma CUHmesy,
Konyenmyanizayii, —cucmemamuzayii i cmpyk-
MYpHO20 MOOemo8anHa. BusHaueno nepedymosu
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intelligence of brand management, improves the
periodization of the evolution of brand management
in the process of generational transformation, which
reflects the movement from simple product-oriented
branding to complex data-driven strategies. The
terminological apparatus of brand management is
developed; conceptual changes in the formation,
positioning and development of brands are
characterized, as well as changes in the labor
market due to new challenges to the professional
development of specialists in this field. The essence
of the Branding 3.0 concept is revealed and its
system-forming elements are substantiated. The
main stages of the brand roadmap are identified and
its tools are systematized in accordance with the
tasks of each sub stage. The considered advantages,
disadvantages, and practical examples of the
application of the latest technologies in brand
management allow us to conclude that brands need
to adapt to intelligence in order to ensure strategic
advantages in the market.

Keywords: Branding 3.0, digital branding,
behavioral economics, intelligent society, Al,
digital technologies, marketing tools, brand
roadmap.

JEL Classification: B20, D21, D40, M31.

Introduction

iHmenexmyanizayii OpeHO-MeHeOHCMeHmy, YOOCKo-
HANEHO Nepioouayito eeomoYii OpeHo-meHeoHCMeH-
my Yy npoyeci nepemeopeHHs NOKONiHb, WO
6i000padicac pyx 6i0 npocmozo OPeHOUH2y, OpieH-
MOBAHO20 HA NPOOYKM, 00 CKIAOHUX CIPAMezill,
KeposaHux oanumu. Po3eurymo mepminonoeiynui
anapam OpeHO-MeHeONCMEHMY, OXAPaKMepu3o-
6AHO KOHYENMYQIbHI 3MiHU W00 GopmysaHHs,
NO3UYIIOBAHHA MA PO3GUMKY OpeHOIs, a MAaKoiC
3MIHU HA PUHKY npayi uepe3 HOBI GUKIUKU
npogecitinomy possumky ¢axieyie v yiti cgepi.
Posxkpumo cymuicme xonyenyii bpenoune 3.0 ma
00IPYHMOBAHO I CUCMEMOMBIPHI  eeMeHmU.
Busnaueno ochoeni emanu 0opodcHvoi kKapmu
Opendy ma cucmemamu308ano il iHCmpymMeHmu
8I0N0GIOHO 00 3a60aHb  KOJICHO20 Nidemany.
Pozensnymi nepeeaeu, nedoniku ma npakmuyHi
NPUKIAOU 3ACMOCYSAHHSL HOGIMHIX MEXHONO2I )
OpenO-meHeOHCMeHmi  0aroms  3M02y  3podumu
BUCHOBOK NPo HeoOXIOHicmb adanmayii bpeHdis 0o
inmenexmyanizayii 3a015 3a0e3neueHHs cmpame-
2IUHUX nepesaz Ha PUHKY .

Knwuosi ciosa: bpermunr 3.0, udposuii
OPEHIIHHT, TOBE/IIHKOBA CKOHOMIKA, IHTEJICKTyalb-
He cycninkcTBO, Al, 1mpoBi TexHONMOTII, MapKe-
THHIOBI IHCTPYMEHTH, IOPOXKHS KapTa OpeHy.

Dynamic processes of informatization and digitalization have
determined the key vector of development of modern society, demonstrating
the increasing importance of intellectual potential in all spheres of life.

The interest of scientists in the processes of intelligence (intellectu-

alization) of the economy is determined by accelerated changes in the main
driving forces of economic value, the emergence of new industries, business
models and prospects for economic growth.

If scientific ideas about the intellectual economy, associated with the
term "intellectual capital" (which was first used in 1969 by the American
economist Galbraith (2007), focused on the importance of knowledge, skills and
intangible assets as key resources for development, today’s conceptual shift has
changed the emphasis to the use of digital technologies, artificial intelligence
and innovative approaches in creating added value, as can be concluded from
Majure (2015), Freitas and Ofek (2024), Ziakis and Vlachopoulou (2023),
Veloutsou and Guzman (2017), Zozulov and Nestorova (2008).

Ukrainian researchers devote their attention to intelligence in various
spheres of the economy. Naumov (2008) defines the prerequisites for the
formation of an intellectual society. Popova (2020) defines the key aspects
of intellectualization and identifies the features of neo-industrialization of the
economy. Bryukhovetska and Bogutska (2020) reveal the content and structure
of intellectualization of the enterprise. Polyakov (2016) characterizes the impact
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of intellectualization on the development of the main forms of international
economic relations and provides general recommendations for improving the
quality of their information support. Kolesnyk et al. (2024) investigate the issues
of intellectualization of production and smart specialization of regions of
Ukraine. Despite the importance of scientific developments, modern scientific
literature does not pay due attention to the intellectualization of marketing and
brand management, which determined the choice of the research direction.

Intelligence in brand management reflects the reorientation of brand
management processes towards a more strategic, data-driven and technolo-
gically integrated approach. In today’s world, a brand ceases to be just a
marketing tool, but becomes part of the consumer’s cultural, social and even
existential identity, as comprehensively highlighted by Ilaw (2014) and
Amaral & Torelli (2018).

A key condition for such changes, in particular, can be considered
intellectualization, which literally opens up new horizons for brand
management. Traditional brand management methods, which relied heavily
on intuition and experience, are being replaced by intellectual approaches
based on large volumes of consumer data and complex algorithms. Brand
management itself is increasingly shifting to the digital environment, leaving
traditional tools a secondary role and thereby forming a new direction of
marketing activity — digital branding (Kolosok, 2023; Taylor & Pentina,
2017; Ustik et al., 2023; Iankovets, 2024). This shift represents a fundamental
transformation in the processes of creating, maintaining, and optimizing
brands. Research in this area is essential for organizing the effective use of
the latest technologies for brand management.

In addition, consumer behavior is becoming increasingly volatile
under the influence of rapid technological changes, cultural shifts, and global
events (Davydova et al., 2018; Yevtushevska, 2016; Zhaldak & Yatsenko,
2021). Therefore, the intellectualization of brand management provides
brands with the tools to quickly adapt to these changes by constantly
analyzing consumer data and adjusting strategies in real time.

However, insufficient theoretical development and practical testing
of the concept of intellectualization of brand management, in particular the
integration of artificial intelligence, big data and automated systems into
brand management, complicate the adaptation of companies to the
challenges of digital transformation, changing consumer expectations and
increasing the role of socio-ethical aspects of branding. This necessitates
both the theoretical justification of intellectualized brand management and
the analysis of practical challenges that brands face in the process of
intellectualization.

The aim of the research is to substantiate the formation of the concept
of Branding 3.0 in the process of intellectualization of brand management.

To achieve the aim, the following tasks are envisaged such as:

«to determine the prerequisites for the intellectualization of brand
management and to clarify the periodization of its evolution;

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6 53



MARKETING

« to reveal the content of the intellectualization of brand management
and its features;

«to develop the theoretical and methodological support of modern
brand management.

The hypothesis is that the intelligence of the economy and
management has led to the emergence of the Branding 3.0 concept as a key
element of modern brand management. This updates approaches to the
formation, positioning and development of brands, and also radically changes
the labor market.

The hypothesis was tested on the basis of theoretical provisions of
behavioral economics, generation theory, marketing theory, and the results
of scientific research on brand management, set forth in the works of
domestic and foreign scientists. In the process of work, theoretical research
methods and general methods were used, in particular, historical and logical,
analysis and synthesis — for periodization of the stages of brand management
development, substantiation of the terminological apparatus of brand mana-
gement, formation of a brand management roadmap; conceptualization
and structural modeling — for substantiation of the conceptual provisions and
components of Branding 3.0; systematization — for brand management tools
at its various stages, as well as graphical and tabular methods.

The main part of the research consists of two subsections divided into
paragraphs. The first subsection is devoted to research of the features of the
evolution of brand management under the influence of technological deve-
lopment and changes in consumer behavior. The second part reveals the
content of the Branding 3.0 concept and the process of brand management
in the context of the intellectualization of society.

1. The evolution of brand management through the prism of
behavioral economics

1.1. Prerequisites for intellectualizing brand management

The evolution of brand management is traced in the transformation of'its
concepts under the influence of market oversaturation with product groups and
brands, information overload of society and the decline of traditional marketing.
Changes in consumer activity of the population, the transformation of physical
satisfaction from purchase to emotional satisfaction, awareness of social,
economic and civil position over time changed the classical concept of brand
management, adding strategic features to it.

Attempts by scholars to detail the evolutionary milestones of brand
management have led to various periodization options, presented in Kasych
and Rafalska (2021); Plysenko (2016); Golovashchenko (2014); Veloutsou
and Guzman (2017); Yahelska and Koshel (2022) and other works. The most
common and generalized approach is to distinguish three stages: pre-
industrial, industrial and informational (Kasych & Rafalska, 2021), which
demonstrate changes in the understanding of the brand, its goals, object of
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influence and in the methods of formation. The last stage is characterized by
the formation of an information society, the diverse needs of which the brand
tries to satisfy in various ways.

According to various sources, the modern stage began in the 1980s
(Kasych & Rafalska, 2021) or 1990s (Plysenko, 2016) and continues today
and is characterized by brand equity management. The brand itself is consi-
dered as a strategic tool for generating company profits. According to various
sources, the modern stage began in the 1980s (Kasych & Rafalska, 2021) or
1990s (Plysenko, 2016) and continues today and is characterized by brand
equity management. The brand itself is considered as a strategic tool for
generating company profits.

The fact that the evolution of brand management is conditioned by
scientific and technological progress and the development of society, which
changes its vision and values, allows us to talk about the beginning of a new
stage in the development of brand management. In our opinion, it is time to
talk about intelligence in brand management, which has become the driver of
the transformation of the knowledge society into an intellectual society (for
details, see Naumov, 2008; Stashkevych, 2023).

Just as the industrial stage of brand management evolution was shaped
by the emergence and growth of industry, the transition from simple access
and exchange of information to intelligent processing, application and crea-
tion of new knowledge based on the intelligent integration of technologies
may mark a new stage in the evolution of brand management. The increasing
role of artificial intelligence in management processes does not bypass brand
management, which is also becoming increasingly automated with
centralized platforms that are easily scalable in accordance with brand
changes, iterations and expectations. Today, there is a trend towards the
formation of brand authenticity based on the analysis and prediction of future
consumer behavior and market changes by artificial intelligence, the use of
artificial intelligence tools to improve brand identity elements, support
hyper-personalization, adaptive learning, automated management of marke-
ting campaigns, optimization of business processes using neural networks for
business, etc. Artificial intelligence tools are already challenging a number
of professions in demand in brand management, for example, graphic
designers. In recent years, more and more multifunctional digital agencies
have appeared on the market, performing various orders: from analytics and
generating advertising with a neural network to launching and supporting the
development of brands. The labor market is changing, consumers are chan-
ging, and brand management is changing too. These changes may indicate
the adaptation of brand management to new consumers of the second stage
of the post-industrial society — the intellectual one.

So, since the consumer remains the key link in the brand management
system at all stages of its development, we tried to look at the evolution of brand
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management from the point of view of behavioral economics, because it is the
consumer’s behavior and psychology that play a significant role in shaping
the brand concept, its identity, positioning and development strategies. As shown
by the research of Peredalo et al. (2019), today influence techniques are actively
used by modern organizations in many countries of the world. Consumer
decision-making regarding brand choice can occur in different ways due to
changes in expectations and values during the renewal of generations. Comparing
the characteristics of consumers and their behavior in accordance with the theory
of generations with changing features of brand management allowed us to
distinguish six periods of its evolution (7able 1).

Table 1
The evolution of brand management in the process of generational
transformation
Period Consumer attitudes tqwards brands by Characteristics
generation
Fundamental | The Silent Generation (born 1928-1945) | Early brand management was based on
era valued stability, trust, and consistency in classical economics, focusing on rational
1930-1950 brands. Consumers embraced simple, consumer behavior and the functional
one-size-fits-all advertising that often benefits of products. Brand strategies were
reflected traditional values simple, emphasizing product features and
reliability
The era of Baby Boomers (born 1946-1964) and Brands have begun to recognize the
Emotional Generation X (born 1965-1980) sought importance of emotional appeals, cognitive
Connection brands that represented personal identity, | biases, and irrational aspects of consumer
1950-1980 status, and lifestyle. Brands like Coca- decision-making. Emotional branding and
Cola and Nike became cultural icons by storytelling have become central
tapping into these emotional and
psychological triggers
The era of Millennials (born 1981-1996), who value | The focus of brand management has shifted
social brand experiences over possessions and expect to the overall consumer experience, with
management | brands to engage with them on social brands leveraging social proof, peer
1980—1990 media, offer personalized experiences, influence, and the desire for social belonging.
and align with their social values. This Behavioral incentives and choice architecture
generation’s brand loyalty is shaped by have begun to influence brand strategies
shared experiences and community
involvement
The era of The stage is associated with Generation Z | As consumers have begun to prioritize ethical
Ethical Brand | (born 1997-2012), which is very considerations, sustainability, and corporate
Management | skeptical of traditional advertising and social responsibility in their purchasing
1990-2010 demands authenticity, ethical behavior, decisions, brands have responded by
and social responsibility from brands. emphasizing purpose, transparency, and
They are influenced by brands that align ethical principles
with their values and contribute to the
positive development of society
The era of The stage is aimed at the future Alpha Brands must anticipate their preferences
digital generation (born since 2013), which is through Al-powered personalization,
technologies growing up in a completely digital world. | seamless digital experiences, and the
and artificial Interested in hyper-personalization integration of virtual and augmented reality
intelligence into brand interactions
2010 —
present

Source: compiled by the author based on (Strauss & Howe, 1991; Verlinden, 2022).
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This approach demonstrates how brand management has evolved in
response to changes in consumer psychology, expectations, and values across
different generational cohorts. The evolution reflects a movement from simple
product-centric branding to complex data-driven strategies that require a deep
understanding of human behavior and the unique characteristics of each
generation. The periodization also highlights the end of the previous evolutionary
period, "1980-2010", and the beginning of a new one, "2010—present", as it was
in business that the application of artificial intelligence began to gain momentum
in the 2010s. The integration of artificial intelligence into consumer products,
such as Apple’s Siri (released in 2011), Google Now (2012), and Amazon’s Alexa
(2014), can be said to have ushered in the mainstream of artificial intelligence.
These applications introduced the public to artificial intelligence and demonstra-
ted its potential for business applications. The rise of cloud computing in the
2010s allowed companies of all sizes to access Al tools and services without
the need for a large upfront investment in hardware. Al has increasingly been used
to make more strategic business decisions, including market analysis, customer
segmentation, and personalized marketing. What we see now in the brand-
consumer relationship is no longer the brand management of forty years ago. The
intelligent society has fundamentally changed it.

1.2. Development of brand management terminology

The widespread use of information and computer technologies, the
transition to a knowledge economy, as well as changes in consumer behavior
have led to the intellectualization of management processes, in particular,
brand management. The term "intellectualization" itself has become the
starting point and served as the basis for such concepts as "intellectual
capital", "intellectual assets", "intellectual resources", "intellectual systems"
and others, which emphasize a higher level, qualitative changes in the context
of new requirements associated with the growth of intellectual activity. In
general, intellectualization means the acquisition of new qualities by an
economic system through the intensive use of knowledge, generation (or
acquisition) of knowledge and information exchange. Generation is possible
if there 1s the necessary potential (research, information and technological,
human, material and technical, etc.), the formation and development of which
also become part of the intellectualization of the economy (Polyakov, 2016).

The study of intellectualization has allowed us to distinguish two
approaches to its content (Bryukhovetska & Bogutska, 2020):

« on the one hand, the result of intellectualization i1s an increase in the
intellectual level of society, economy, enterprise, production, etc. by
increasing the share of mental labor in their structure;

« on the other hand, an increase in the intellectual level occurs due to an
increase in the share of artificial intelligence in social and economic
processes.
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Based on the above and the content of the concepts of "intellect-
tualization of the economy", "intellectualization of the enterprise", "intellec-
tualization" (in marketing) (Polyakov, 2016; Popova, 2020; Telnov &
Karaulna, 2022; Qualtrics.com, n. d.), intelligence of brand management can
be defined as the process of increasing the share of intelligence in brand
management by integrating advanced cognitive and analytical methods of
creating, supporting and developing a brand. This process goes beyond
traditional brand management, combining knowledge from marketing,
economics, psychology, sociology, and cultural studies, and involves a
simultaneous increase in the share of mental labor and the share of artificial
intelligence in the process of analytical, generative and managerial activities,
ensuring the adaptation of the brand to complex market dynamics. Brand
management 1s increasingly using artificial intelligence to optimize
processes, and branding, as its key component, is used to develop and grow
a brand, in particular, to create text, visual, and video creatives.

It is fair to say that intelligence has led to a number of conceptual
changes in brand management. First, it requires a high level of data analysis
and interpretation to predict market trends, consumer behavior, and make
data-driven decisions that improve brand strategy. This requires skills in
statistical analysis, machine learning, and data visualization. In this regard,
brand management is beginning to operate with the CDP concept. These are
software systems that centralize and manage customer data from various
sources. In brand management, CDPs are used to create a single customer
profile that helps brands provide a more personalized and consistent
experience across channels (Martech.org, 2024).

Second, artificial intelligence and machine learning are central to the
intellectualization of brand management. These technologies allow you to
automate brand management tasks, create personalized consumer experien-
ces, and optimize marketing strategies in real time. However, even as the
field becomes more intellectualized, creativity still remains the basis of
branding, so it is the ability to integrate technological capabilities with human
creativity and intuition that guarantees the effectiveness of brand manage-
ment. In this regard, the NLP concept is introduced into brand management,
a branch of artificial intelligence that deals with the interaction between
computers and people using natural language. Directly in brand management,
NLP is used for sentiment analysis, customer service chatbots, and content
creation, which allows brands to better understand and respond to consumer
emotions and preferences (Sison, 2024).

We have to summarize that the intelligence of brand management lays
the foundation for Branding 3.0, where artificial intelligence not only assists
but also drives key brand decisions. This new era of brand management
represents a symbiotic relationship between human creativity and artificial
intelligence, implementing new tools in brand management.
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2. Branding 3.0
2.1. System-forming characteristics of the Branding 3.0 concept

If traditional branding focused on static elements such as logos,
slogans and advertising, and Branding 2.0 focused on real-time interaction
with consumers through digital platforms, then it can be argued that the
delegation of part of the brand manager’s powers to artificial intelligence and
the prospects for the latter's further collaboration with the Internet of Things
fully indicate the emergence of Branding 3.0 (Figure 1).

Branding 3.0

Branding 2.0 @ o N
the combination of human
Yj creativity and strategic
. ; thinking with the analytical
Branding 1.0 @ adaptation to the era of power and efficiency of Al
sl ehnoiogis e of (| g ISP
= digital platforms, increased the brand

presence on the Internet,
engagement and
cooperation with
consumers in the digital
environment

development of brand
platform and brand identity
and advertising, increased
attention to statistical
identifiers

Management of brand formation processes, positioning,
measurement, development

Figure 1. The evolution of branding as part of brand management

Source: compiled by the authors.

Adapting traditional branding strategies to the digital age through the
mandatory presence on the Internet and the involvement of users and social
networks is no longer enough. The competitive struggle has simply changed
its arena, and the blue ocean has gone beyond the shores of the traditional
environment. Instead, Branding 3.0 demonstrates the battle of intellects: who
will analyze data sets better and faster, more accurately predict consumer
behavior, create unique highly personalized experiences, develop more
flexible and more efficient strategies, etc. Intellectualization of brand
management with the help of artificial intelligence is literally changing every
aspect of branding and updating its structure (Figure 2).

The Data Analytics building block involves making decisions based
on analyzing vast amounts of data from multiple sources (social media,
customer behavior, market trends), and using Al to predict future consumer
behavior and market changes, allowing brands to anticipate needs and stay
ahead of their competitors.
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Data analytics
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Figure 2. Structural components of Branding 3.0

Source: compiled by the authors.

Hyper-personalization means customizing brand interactions at an
individual level using Al. This includes personalized marketing messages,
product recommendations, and user interactions tailored to specific consumer
profiles. Al’s ability to dynamically adjust brand messages and experiences
in response to real-time data ensures they are relevant.

Automated content creation and distribution unlocks the power of Al
tools to create and control content, including social media posts, blogs, ads,
and visual assets, ensuring consistency and scalability across platforms.

The use of chatbots, virtual assistants, and other Al tools to engage with
customers, providing personalized responses and contextual support, and conver-
sational interfaces that allow brands to engage in meaningful human conversa-
tions with consumers, improving user experience, all reveal the meaning of the
Branding 3.0 building block — "Cognitive Brand Engagement".

An equally important component is the integration of brand
technologies across multiple digital platforms, supported by Al, to create a
unified brand and improve brand strategies.

The ability of brands to quickly adapt to changing market conditions,
consumer preferences and technological advances through artificial intelli-
gence allows for changing brand strategies and rapid innovation, while the
continuous learning of artificial intelligence systems allows brands to
improve their brand strategies over time to improve performance and consu-
mer satisfaction. Branding 3.0 therefore ensures the intelligent use of techno-
logy and ensuring that it is aligned with brand values and consumer
expectations.

2.2. Road map of intellectualized brand management

The process of intelligent brand management, which includes Branding 3.0,
is a complex and dynamic approach that combines human expertise with
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Al-driven technologies to create a more adaptive, personalized, and effective
brand experience. This process includes several interconnected stages, each of
which uses Al capabilities to improve the decision-making process, brand
creation, and development. To better understand the structuring of brand mana-
gement processes and the selection of appropriate tools for each stage, we
consider it advisable to form a detailed brand roadmap, where you can indicate
the path of its development, key milestones, tools, and results, as well as how they
align with the business strategy and budget. A brand roadmap is a strategic plan
that outlines the vision, goals, and actions of a brand for a specific period of time.
Such a map can describe the brand’s tactics, channels, and resources, as well as
how they optimize brand reach and engagement. This helps align the brand’s
identity, values, and promises with its target audience, market, and competitors
(FasterCapital.com, n.d.). The main stages of a brand roadmap can be
summarized in a few steps (Figure 3).

e ) N
STAGE 1
Data co_llectlon and STAGE 6 S TAGE 7
analysis (market, H . Campaign management
. yper-personalization .
competitors, consumers) optimization

m i - i

STAGE 8
DeﬁnilgAaignibined STAGE 5 Monitoring and iterative
brand identity Dynamic positioning process/

brand improvement

g S ’
N
STAGE 9
Defining strategic

STAGE 3 STAGE 4 idelines for brand
Strategic planning and Brand identity formation/ guidernes for brand,
> . . development and assessing
predictive modeling improvement .
brand risks
. J
g J

Figure 3. Brand management roadmap diagram

Source: compiled by the authors.

Depending on the aims and initial parameters of a particular brand, in
particular, the stage of its life cycle, the roadmap is detailed with tasks, time
periods, and responsible parties. It is expected that in addition to ready-made
roadmap templates provided by various online services, artificial intelligence
can help in its development. If necessary, the roadmap can be supplemented
with tools necessary for solving tasks at different stages (7able 2), which
seems appropriate when at first glance the tools are interchangeable, but the
result may not fully solve a specific marketing problem.
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Table 2

Brand roadmap stages and tools

Key intermediate steps in brand roadmap

Means of implementing sub-stage tasks

Stage 1

Sub stages

Tools

1

2

Comprehensive data collection from various
sources, including market monitoring, customer
interaction, surveys, social media, etc.

Analysis of market trends, competing brands,
formation of a competitive profile of brands in the
industry, identification of their features, strengths
and weaknesses

Market Monitoring Tools: Google Trends, Statista,
Mintel, Similar Web, Serpstat, Ahrefs, Google
Cloud Al DataLab, Julius Al, TensorFlow;
Customer Interaction Tools: HubSpot, Salesforce,
Zendesk; Survey Tools: Google Forms,
SurveyMonkey, Qualtrics, Typeform; Social Media
Monitoring Tools: Hootsuite, Amplitude, Sprout
Social, Brandwatch; Web Analytics Tools: Google
Analytics, Adobe Analytics, Hotjar; Big Data and
Al Tools: Tableau, IBM Watson, Google Cloud
BigQuery; Customer Data Platforms: Segment,
Tealium, Treasure Data; Feature and Attribute
Analysis Tools: Qualtrics, SpyFu; Strengths and
Weaknesses Analysis Tools: SWOT Analysis Tools
(e.g., Creately, Lucidchart), Socialbakers, etc.

Segmentation and selection of the optimal number
of segments; analysis of psychology and behavior
of key consumer segments; formation of a
consumer portrait, empathy maps, CIM

CDP, Salesforce Customer 360, Tealium
AudienceStream, Xtensio, Marketo, etc.

Stage 2

Constructing a connected brand identity by
selecting DNA and brand code elements that match
the consumer’s identity elements

Clarabridge, Crimson Hexagon, Adobe Senseli,
Frontify, Personify XP, CDP, Salesforce Customer
360, Tealium AudienceStream, etc.

Brand platform outline

Canva, Jira kanban boards, Confluence
whiteboards, Loom, Atlas, Visme

Stage 3

Developing strategic plans that align with the
brand's goals, values, and market opportunities

Miro, Trello, Asana, Notion, Aha!, ProductPlan,
Strategic Planner by Cascade, etc.

Predictive analytics to model the outcomes of
different strategic options

Salesforce Einstein, IBM Watson

Stage 4

Developing/refining brand identity elements,
including logos, slogans, mascot, Tone of Voice,
visual aesthetics, guarantees, etc., that resonate
with the target audience and reflect the brand’s core
values

Renderforest, OpenArt Al, Midjourney, Copilot,
Leonardo, Designstripe, Inkscape, Sketch,
Businessnamegenerator, Shopify, Grammarly
Business, CoSchedule Headline Analyzer,
BuzzSumo, Adobe Illustrator, Krita, Sai paint tool,
Genlogo, Logomaster, Google Cloud Vision, AAA
logo Synthesia, Elevenlabels, Leonardo, Krea Al,
Runway, Sora, etc.

Stage 5

Tracking changes in the market, consumer behavior
and perception, adjusting the positioning strategy

Amazon SageMaker, Google Trends and the rest of
the tools from Stage 1

Stage 6

Selecting marketing communications that best align
with the consumer’s identity at different stages of
CJM / tailoring brand messaging, product
recommendations, and experiences for individual
consumers based on their preferences, behaviors,
and past interactions

Dynamic Yield, Optimizely, Monetate, IBM
Watson, OpenAl GPT, Sprinklr, etc.

Automatically create content and deploy it across
channels, ensuring consistency and engagement
with consumers

Copy.ai / Jasper, Canva / Adobe Creative Cloud,
Salesforce, HubSpot CRM, Zoho CRM, Buffer,
Sprinklr, Brandwatch etc.
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End of Table 2
Key intermediate steps in brand roadmap Means of implementing sub-stage tasks
1 2
Creating chatbots / mini-landing editing / and Dialogflow, Amazon Lex, OpenAl GPT, etc.
virtual assistants based on artificial intelligence to
provide personalized support and real-time
interaction
Stage 7
Run marketing campaigns across multiple Marketo, Mailchimp, Pardot, Zapier, Mulesoft, etc.
platforms using Al, optimizing reach, engagement,
and conversion in real time
Adaptive learning; ethical review of Al IBM Watson, Amazon SageMaker OneTrust, IBM
applications and their performance Al Fairness 360, Amazon SageMaker, etc.
Stage 8
Real-time Al tracking of brand health metrics, Brandwatch Consumer Research, Sprinklr,
providing continuous feedback on the effectiveness | Talkwalker, Medallia, Qualtrics XM,
of branding and consumer engagement strategies SurveyMonkey CX, Reputation.com, Meltwater,
NetBase Quid, Hotjar, Google Analytics 4,
Mixpanel, Zoho CRM, Clarabridge, Yext, etc.
Improving brand policies, strategies and programs Salesforce Einstein, Microsoft Azure Al, H20.ai, etc.
based on monitoring results
Stage 9
Defining strategic directions for brand development | Salesforce Einstein, Microsoft Azure Al, H20.ai,
and tools from previous stages.
Brand risk assessment and management Crisp Thinking, Signal Al, Onclusive, Resolver,
LogicManager, RiskWatch, MetricStream, NAVEX
Global, Diligent, Darktrace, Riskified etc.

Source: compiled by the authors.

For example, images of an avatar (virtual face of a brand) or product
for social networks generated by Midjourney look more realistic, like
photographs, while Dall-e looks more like a drawing.

The choice of option or its refinement will depend on the task, the style
of communication or advertising appeal, etc.

The variability and breadth of functionality of modern tools allows it
to be applied at different substages. For example, Marketo is a marketing
automation tool that simplifies and optimizes marketing campaigns, can use.
Al for personalization, or can simply serve as a source of templates.

Although such tools and brand management automation significantly
free up specialists' time to solve more important tasks, human control is still
important. First of all, this is due to frequent cases of Al hallucinations and
communication failures. For example, the scandal of the press service of the
Verkhovna Rada of Ukraine due to the published article about the tragic
shelling of Dnipro, where a photo of a child generated using artificial
intelligence was used, which was condemned by society. "Novyi Kanal" used
ChatGPT to prepare educational content about Oles Honchar for its own
social networks, without taking into account the fact that this tool can very
much resemble the truth and weave outright fakes among real facts (Msde-
tector.media, 2023a). Sometimes artificial intelligence does not quite cor-
rectly understand the query, so the result must be checked before distributing.
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However, despite the possibility of failure and the need to master the
process of communicating with artificial intelligence, which requires a
certain level of specialist training, the benefits of such technologies are much
greater. For example, previously an SMM specialist would spend half a day
writing a content plan, but with the involvement of technology, the same
work can be done in 15 minutes. In addition, ChatGPT, for example, makes
mistakes only in 10% of cases (Msdetector.media, 202350). In this regard,
artificial intelligence is currently mostly used for routine processes: writing SEO
articles, describing characteristics, analyzing files, auto-filling contracts,
scraping tenders and their analysis, describing products, creating tables,
writing niche descriptions of characteristics, verifying contracts, etc.

There are plenty of practical examples that demonstrate that creating
ads with Al can significantly save resources. For example, RedBalloon, a
company that sells gifts and experiences online, was spending USD 45000 a
month on advertising agencies alone to run digital advertising for its brand.
At the time, it was paying more than USD 50 to acquire a single customer.
But Albert, an Al tool that analyzes ad campaigns, then manages targeting,
testing, and budgets, tested 6500 variations of Google’s text ads in just one
day. The tool eventually proved so effective at learning from data to improve
performance that it dramatically increased RedBalloon’s return on adverti-
sing investment. At one point, the company was getting a whopping 3000%
return on advertising investment (they made a profit of USD 30 for every
USD 1 spent on ads.). They also reduced marketing costs by 25% due to
increased efficiency (Kaputon, 2024).

Successful examples of the use of new technologies in brand management
are Tesco and IKEA. For example, Tesco has installed facial scanning technology
in its petrol stations to personalise advertising for individual customers
(Theguardian.com, n.d.). This technology determines the gender and
approximate age of the customer to show them individualised ads. IKEA has
introduced an augmented reality app that allows customers to visualise 3D
versions of furniture in their homes, making the shopping experience more
immersive and convenient (Ikea.com, 2017). Similarly, L’Or¢al has launched the
"Makeup Genius" app, which uses augmented reality to allow users to virtually
try on beauty products and purchase them directly through the app or in online
stores (Lorealparisusa.com, n.d.). Another interesting example is the integration
of digital into product design to engage consumers. So, Heineken has created
interactive beer bottles equipped with LEDs and motion sensors that light up
during a night out and sync with music to get the cool factor of club culture
(Digitalsynopsis.com, n. d.).

In general, modern technologies can significantly simplify work in the
field of brand management: even without having professional knowledge and
skills of a designer, marketers and brand managers successfully generate
images that correspond to the brand identity. These can be products from
mascots and POS materials (Figure 4) to video advertising (LLLLITL,
2024, November 16).
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Figure 4. Generated images of a conditional poster and a mascot

Source: compiled by the authors with Copilot (n. d).

Therefore, modern brand management actively uses intelligent tech-
nologies and tools. Such technologies are broad basic concepts (for example,
artificial intelligence, big data, NLP), which provide various functions. Tools
are special applications and platforms created on the basis of these techno-
logies, designed to perform certain tasks within the framework of the broader
brand management process. The formation of interactive roadmaps ensures
compliance with all intermediate stages, the selection of optimal techniques,
visualization of tasks and procedures, brainstorming, thereby improving the
brand management process.

Conclusions

Artificial intelligence is becoming a driving force behind the transfor-
mation in brand management, the application of which encompasses perso-
nalization, trend forecasting and automation of processes from content
generation to customer experience management and creation of individual
marketing strategies.

The hypothesis put forward is confirmed by the certain evolution of
branding: from a focus on the functional value of products, when the goal
was to inform consumers and create recognition (Branding 1.0) —
to emotional attachment with an emphasis on consumer experience and creating
long-term relationships. Currently, it can be observed that Branding 3.0 is a
significant evolutionary step after the era of digital platforms, based on the
intellectualization of branding strategies through the integration of artificial
mtelligence. As brands have moved from traditional approaches (Branding 1.0)
to more interactive and digitally-focused strategies (Branding 2.0), Branding 3.0
is characterized by the sophisticated use of artificial intelligence to improve
and automate branding processes, making them more efficient, personalized,
and adaptive. In practical circles, people gradually start talking about
Branding 5.0, but the driver of this concept still remains intellectualization.

Therefore, the intelligence of brand management is not just a trend,
but a fundamental stage of evolution that will determine which brands will
survive and which will disappear in the world of global competition and
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digital transformation. At the same time, the implementation of intellectu-
alization is accompanied by a number of challenges, such as ethical dilemmas
of using consumer data, the need to rethink traditional approaches to bran-
ding, the need for new competencies of brand managers that should integrate
creativity and technological expertise. Accordingly, in view of these challen-
ges, the prospects for further research are seen in the ways and mechanisms
of integrating artificial intelligence, machine learning and big data analytics
in the creation, development and support of brands.
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THE EMPLOYER’S BRAND
FOR GENERATION Z

Building an employer’s brand is a strategic
objective for modern companies, as it allows
them to attract talented employees who are
motivated to achieve the company’s goals. This
helps to improve corporate culture and enhance
the company’s business reputation. In a world
where competition for qualified personnel is
growing and job requirements are evolving, a
strong employer’s brand is becoming a key
competitive advantage. The research is based on
the use of methods such as theoretical gene-
ralization, comparison and ranking, and statisti-
cal analysis. The content of the employer’s
brand value proposition for Generation Z is
determined. The components of the employer’s
brand value proposition among the represent-
tatives of generation Z are ranked. The compo-
nents of the value proposition of the employer’s
brand of the researched enterprises in the retail
sector are ranked in terms of their degree of
development. The degree of compliance of the
components of the employer’s brand value
proposition with the expectations of the repre-
sentatives of generation Z at the researched
enterprises is determined. Proposals aimed at
shaping the development of the employer’s
brand for the researched enterprises are
developed. The hypotheses about the expediency
of ranking the components of the employer’s
brand value proposition to determine their
importance for representatives of generation Z
are formulated and empirically tested; ranking
the components of the employer’s brand value
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BPEHII POBOTOIABIA
)i IIOKOJIIHHA Z

@opmysanHa OpeHdy pobomooasys Haje-
ACUMB 00 CMPAMELIYHO20 3A60AHHSL CYHACHUX
KOMAAHILL, OCKITbKU 0A€ 3MO2Y 3AIy4amu maiaHo-
UMUX  NPAYIGHUKIB, 30AMHUX  BMOMUBOBAHO
peanizogyeamu yini nionpuemcmsa. Lle dozeonse
NOKpAWyeamu  KOpnopamueHy —Kyibmypy ma
nioguwgyeamu 008y penymayilo KOMnauii. Y
cgimi, Oe KOHKYDeHYis 3a K8alipikosaHi xaopu
3pocmae, a umozu 00 pobOYUX MiCyb €BOIo-
YioHyomy, CuibHUll OpeHd pobomoodasys cmac
KIIOY080I0  KOHKYDEHMHOIO nepegazoio.  Jloci-
OJICEHHSL TPYHMYEMbCSL HA GUKOPUCIANHE CYKYN-
HOCMi MemoOis: MEeOPEemuYHO20 V3a2albHEHH s,
HOPIGHSIHHSL A PAHICUPYBAHHSL, CIAMUCIUYHO20
auanizy. Busnaueno 3micm yinnicnoi nponosuyii
bpendy pobomooasys onsi nokoninks Z. Ilpoge-
0€HO PAHICUPYBAHHSL CKIAOOBUX YIHHICHOT npono-
3uyii bpendy pobomoodasys ceped nPedCmasHUKi6
nokoninHs Z. 301CHEHO PaHICUPYBAHHS CKIA00-
8UX YIHHICHOI npono3uyii dpeHdy pobomooasys
00C0AHCY8AHUX NIONPUEMCME Y Chepi pumelln 3
no2nsidy cmynenst ix pozeumky. OKpecneHo cniy-
niHb GIONOGIOHOCMI CKIAO0BUX YIHHICHOI npono-
3uyii OpeHdy pobomodasys OUIKYBAHHAM Npeo-
CMABHUKI8 NOKOMIMHA Z HA  O00CTIONCYBAHUX
nionpuemcmaax. Po3pobaeno nponosuyii, cnpsamo-
6aHi Ha popmyeanHs ma pO3GUMOK OpeHOy
Pobomooasys 05t OOCHIONCYBAHUX NIONPUEMCING.
Copmymosano ma eMnipuyHO  nepesipeHo
einomesu  Wo00 OOYIIbHOCME ~ PAHICUDYBAHHS
CKIA008UX YIHHICHOT npono3uyii Opendy pobomo-
oasys 0N GU3HAYEHHA IX 3HAYywocmi Ons
NPeOCMAasHUKI6  NOKONIHHS  Z;  PAHIICUDYBAHHSL
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proposition in terms of the level of their deve-
lopment in the researched enterprises; Spear-
man’s rank correlation coefficient allows to
determine the level of compliance of the
employer’s brand of the researched enterprises
with the requirements of the representatives of
generation Z and to propose proposals for its
further development.

Keywords: value proposition, brand,
employer brand, brand assessment, generation
Z, employment.
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Openn, OpeHn poOOTONABII, OIIHKA OpeHnxy,
MOKOJIIHHSA Z, IpalleBIalTyBaHHs.

JEL Classification: M51, M54, M31.

Introduction

The level of the Ukrainian economy development in wartime is
characterized by factors that cause competition in the labor market for young
and talented specialists: a decline in GDP, inflationary processes in the
economy, demographic changes determined by migration and the invol-
vement of a significant number of men in the ranks of the Armed Forces of
Ukraine.

Deloitte, as a scientist, noted in his research that 32% of the modern
population is representatives of Generation Z (Deloitte, 2021). According to
a study by Dell Technologies (2020), the share of representatives of
Generation Z in the total number of employees is 20%. It is, firstly, the largest
among the working-age population, and secondly, the most productive and
important for the development of the Ukrainian economy. Therefore, for
employers to form an effective employer’s brand (EB) and increase its
competitiveness in the labor market, it is important to identify the factors of
attractiveness from the side of representatives of generation Z.

Competition for highly qualified specialists is growing in the labor
market, so companies are interested in standing out among competitors in
order to attract the best specialists, and a strong EB helps them in these
processes. The content and level of EB development is determined by the
value proposition (VP), which identifies the perception of the company as
a prestigious place to work according to certain characteristics.

The value proposition is usually considered a set of associations and
tangible and intangible offers that a company employee receives (Pawar &
Charak, 2015).

For the most part, the VP is aimed at retaining talents in the company
and their further development (Pawar, 2016). Employees have complete and
clear information about their future employer, while employers, for their part,
must meet the expectations of potential employees and maintain a compe-
titive position (Jha S. & Jha Sh., 2015).

The EB components of the value proposition directly affect the level
of employee productivity, loyalty to the employer, increase the value of the
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company from the perspective of employees and determine further com-
munication in the company (Nagpal A. & Nagpal G., 2019). The employer’s brand
value proposition is also focused on internal customers are employees. Employees
themselves have an impact on the formation of company values. Satisfaction
feedback is obtained through the following tools: anonymous audience surveys,
exit interviews with dismissed employees and analysis of labor market trends
(Staniec & Kalinska-Kula, 2021). High-quality interaction between the employer
and employee is the consistency between the desired and actual level of VP
employer brand.

Daniel et al. (2020) classified employee needs according to employer
attractiveness factors using the ERG (Existence, Relatedness, and Growth)
theory established by Alderfer (1969), which is a further development of
Maslow’s hierarchy of needs theory. According to this theory, a person has
three basic needs that they strive to satisfy: material existence needs
interpersonal relationships with other people, and the search for opportunities
for personal development.

HR consulting company Sibson Consulting proposed its own model
for forming an employer’s brand "Reward of Work" (ROW) (Seemiler &
Grace, 2017). According to this model, which lists the best elements and
processes for creating an attractive workplace, the employer’s VP is
determined by the following parameters:

compensation 1s material remuneration, which includes salary and
additional payments;

benefits are cash payments for health insurance, pension provision,
and the possibility of leaving the company at the employee’s request;

work tasks are the level of satisfaction and involvement of the
employee in fulfilling the tasks and goals set;

career 1s opportunities for professional development and career
growth in the company;

involvement 1s the level of involvement of the employee in the
corporate culture and the formation of a favorable atmosphere in the com-
pany (Seemiler & Grace, 2017).

The possibility of career development, the realization of personal
values, corporate culture, material rewards, social responsibility and
workspace are functional factors that form the employer’s value proposition
(Huang et al., 2012).

During online recruitment, there is also an impact of the components
of the VP employer’s brand on its attractiveness to potential candidates.
However, the study of the EB competitiveness during online recruitment
requires attention (Liu, 2020).

In the context of the informatization of society, the reputation of a
company is determined by the completeness and content of career pages and
pages of search sites, which, in turn, increases the competitiveness of the EB
value proposition (Liu et al., 2018).
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Despite the significant level of attention to determining the essence,
evaluation and formation of the employer brand, further research is required
to find tools to substantiate the substantive content of the EB value
proposition from the perspective of generation Z.

The aim of the research is to substantiate a methodological approach
to evaluating and improving the employer’s brand value proposition based
on the expectations of generation Z.

In the process of research, several hypotheses were put forward:

the first is the choice of companies for employment by representatives of
generation Z is influenced by the EB value proposition, which is formed by each
employer and broadcast on the labor market during personnel selection. To do
this, it is necessary to assess the level of significance of the components of the
VP employer’s brand for representatives of generation Z;

the second is retail enterprises form their own EB to attract the
younger generation and evaluate it in terms of the level of development of
the VP components;

the third 1s to determine how much the current state of the employer’s
brand corresponds to the desired views of generation Z on it; it is advisable
to determine the level of compliance of the BR with the requirements of
representatives of generation Z with the justification of proposals for its
further development.

The following methods were used in writing the article: theoretical
generalization is to determine the components of the VP of the EB for
generation Z; comparison and ranking are to determine the priorities of the
components of the CP for generation Z and to determine their level of
development at enterprises in the retail sector; graphical methods — to
illustrate the results of the analysis; statistical analysis — to determine the EB
compliance of the studied enterprises with the requirements of generation Z.

The materials for the research were the results of a survey of 1341
students on determining the VP priority of the EB. The audience of
respondents includes 776 students without work experience and 565 students
or graduates with work experience from 1 to 5 years.

The main part of the article considers the following issues: the first
section is devoted to the professional and behavioral characteristics of
generations X, Y, and Z, and also indicates the VP essence of the EB for
generation Z; in the second, based on the results of a survey of students, the
significance of the VP components of EB for generation Z is determined;
the third section formulates methodological approaches to justify the
directions for creating a desired employer’s brand for generation Z.

1. The employer’s brand value proposition from the perspective
of generation Z

The Employer’s brand Value Proposition (EVP) has a set of elements
that create a unique and valuable offer for employees, helping to attract,
motivate and retain talent. For graduates of educational institutions, it should
be aimed at developing the professional and leadership qualities of future
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candidates and the opportunity to grow in the company. Due to the specifics
of generation Z, careful attention is required in the choice of communication
methods at different stages of recruitment: brand awareness, initial
assessment, interview, job offer and adaptation period (Jouany, 2024).
Table 1 shows the main characteristics of each of the three generations
present in the labor market that are important for the formation and EB
development.

Table 1
Comparative characteristics of generations X, Y and Z
Characteristic Generation X Ger}eratlgn Y Generation Z
(Millennials)

Year of birth 1965-1980 1981-1996 1997-2012
Technological Witnessed the advent of Grew up with the Digital generation
literacy computers and the Internet development of the

Internet
Education Importance of education, Great emphasis on higher | the Desire for Practical
but more practical approach | education Knowledge

Social awareness | Growing attention to social | Highly involved in social | Inclusion and social

issues issues justice

Flexibility Balance between stability Adapt easily to change Expecting flexibility in
and adaptability work

Work-Life Striving for stability and Highly value work-life Desire for stability and

Balance security balance well-being

Work Benefits Stability, work ethic, Flexible schedule, Modern technologies,
career growth development, feedback career opportunities

Source: compiled by (Daniel et al., 2020; Dzhulai et al.; 2022; Ixoroma, 2023; Jouany,
2024; Loffler & Giebe, 2021; Blu Ivy Group, 2021; Gomez et al., 2021; Jones, 2020; Anwar
& Salo; 2024, Jana et al., 2023; Grguri¢ et al., 2023; Chen et al., 2022).

According to Table 1, it is possible to identify common and distinctive
features of generations Y and Z, which will be useful when developing HR
strategies, marketing campaigns or when studying consumer behavior
patterns.

For generation Z, EB is a set of characteristics and activities aimed at
creating a positive image of the company among users, taking into account
the behavioral, psychological, economic and social views of their employees.

Generation Z replaces generation Y (Millennials), which today makes
up the largest share of the world’s population. As generation Z enters the
labor market, the impact of their entry is predicted to be rapid and profound,
extending to the workplace, consumption, technology, politics and culture.
This generation is radically different from Millennials and has a unique
perspective on careers and how to define success in life and work (Gomez
etal., 2021).

In Table 2 the main professional and behavioral characteristics of
generations X, Y, and Z and the trends in the global economy are provided
in which they were formed.
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Table 2

Professional, behavioral characteristics of generations X, Y and Z and the trends
of the global economy in which they were formed

Characteristics

Generation X

Generation Y
(Millennials)

Generation Z

Behavioral

Loyalty to employer,
independence and
entrepreneurship

. Stability, work cthic, Flexible schedule, Modern t.ce?hnolog}{, career
Professional development, opportunities, multitasking,
career growth . .
feedback rapid learning
Strive for

development, social
awareness,
multitasking

Social awareness,
inclusivity, short attention
span, digital socialization

Globalization, rapid
technological progress,
development of the digital
economy

Global economic
trends

Stability orientation,
traditional business

Startup growth, digital
transformation

Source: compiled by (Daniel et al., 2020; Dzhulai et al.; 2022; dxorouna, 2023; Jouany,
2024; Loffler & Giebe, 2021; Blu Ivy Group, 2021; Gomez et al., 2021; Jones, 2020; Anwar
& Salo; 2024, Jana et al., 2023; Grguric et al., 2023; Chen et al., 2022).

The generalization of opinions reflected in 7ables -2 allows us to identify
the main characteristics of representatives of generation Z in the labor market.
Their age 1s up to 30 years. Professional indicators are: involvement in digital
technologies, high technological awareness and ability to use new technologies,
preference for choosing a remote or hybrid work mode, desire for rapid career
growth and development, ability to quickly master new skills and knowledge,
preference for working in a startup or small agencies, preference for an individual
rather than a collective work format, priority for financial well-being, ability to
work on several tasks simultaneously. Behavioral indicators include: interest in
social justice and environmental issues, appreciation of diversity and inclusion in
society and at work, preference for online communication over face-to-face
meetings, preference for quick information retrieval, which affects attention span,
tendency to choose opinion leaders among famous people on social networks, use
of social media for communication and interaction with others, preference for
acquiring new skills and knowledge through online learning, tendency to online
shopping, volunteering and community activities, fast pace of life. Among the
main trends in the global economy that have influenced the formation of the
generation Z mentality are: the growth of a globally integrated economy, the
modern development of digital technologies, the increasing importance of
intellectual work and information technologies, the rapid development of new
technologies such as artificial intelligence, blockchain, etc., lack of experience of
life under communism, the growing importance of health and well-being at work
and in life in general, the russian-ukrainian war, the leading positions of the USA
and China in the global economy.

The current employer value proposition for graduates needs to be
revised, taking into account the specifics of the Gen Z mentality and new
approaches to HR management (Liu, 2020). In our opinion, the employer
value proposition for Gen Z is a system of support, recognition, and corporate
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values aimed at achieving the highest level of professional development of
employees and candidates, taking into account their professional, behavioral,
economic, and social needs.

2. The importance of employer’s brand value proposition
components for generation Z

To determine the priority of the components of the value proposition
for representatives of generation Z, an assessment of their level of
significance was carried out. The student audience is young people born in
1995-2005 and, accordingly, is generation Z. A survey of students of
Ukrainian universities and student organizations was conducted in the
Telegram channels and Instagram pages of student councils. Each of
the 1,341 surveyed students determined the priority of the employer’s brand
value proposition for their own place of employment. The survey proposed
to evaluate the components of the employer’s brand value proposition using
a 4-point rating system. Figure I shows the results of the survey.

Salary level [FrTw
Work schedule | Frrrlg

Reviews about the company in social media
Company values (organizational culture)
Products\services created by the company
Official employment

Additional benefits (insurance, food, transportation, etc.)

Office location

Company rating as an employer

Company business rating

Creativity, office design, comfortable workplace

Company motivation system | - - - [ l|l|l|l|l|l|l|l|l|
184 | [312 ] 31,9 18.6
Possibility of moving to another city\country [.~. . .7 .7.7."] [
13.6 [ [ 345 | 33,8 18,1
Social position of the company [+~ - -+ - 1 T
31,0 | | | 384 223 8.3
Dresscode [+ oo oo i i i s =
T T T T I T 1 1 I
0,0 10,0 20,0 30,0 40,0 50,0 60,0 70,0 80,0 90,0 100,0

01 —unimportant #E2 — less important @3 — important 04 — very important

Figure 1. Survey results on the importance of employer’s brand value proposition
components for generation Z

Source: compiled by the authors based on the results of an expert survey.

The average score (AS) was determined as a weighted average score
according to the formula:

AS:1'b1+2'b2+3'b3+4'b4, (1)

where: b1, b2, b3, bs are the proportion of respondents who scored 1, 2, 3 and 4
points, respectively.
The results of the calculations are shown in Figure 2.
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WOrkSChedule IENENENENENENENENEEENENENENENENENENENENENENENENENENENENENENEE]) 3,4

|
|
|
|||||||| 34
|
|
|

Traininganddevelopmentsys[emin[hecompany T O T O T T

International experience PO TIIITI T TIICOTO T OOT OO - 3,2

Reviews about the company in social media IO T OO OO OO O i 3,2

Company values (organizational culture) I IO O O O - 3,1

Products\services created by the company IO O OO - 3,1

Official employment IO T oy 3,0

Additional benefits (insurance, food, transportation, etc.) IO T T T () 3.0

Office location IO OO 000 2,9

COmpanyra[ingasaﬂemployer NSNS NENENENENENENENENENENENENENENENENENENENENENE) 2’9

Company business rating IO DT OO O0In - 2,8

Creativity, office design, comfortable workplace IO . 2,8

Company motivation system IO OO IO O m - 2,7

Possibility of moving to another city\country NI T OO OOID. 2,5

Social position of the company IO T OIITOTOIITN 2,6

Dress code MMM 2, ]

0,0 0,5 1,0 1,5 2,0 2,5 3,0 35 4,0

Figure 2. The average score of the results of assessing the importance of the
components of the employer’s brand value proposition for generation Z

Source: compiled by the authors based on the results of an expert survey.

For generation Z, the top 5 most significant VP components of the EB
include: salary level, work schedule, training and development system in the
company, international experience, reviews about the company in social
media; accordingly, the least significant were determined to be: dress code,
social position of the company, the possibility of moving to another location,
the motivation system in the company and creativity/office design and a
comfortable workplace.

If we compare the survey results with the general trends in the
formation of generation Z (Table 2), we can note that such a behavioral
characteristic as social awareness among Ukrainian youth does not have a
high level of significance in the overall VP rating of the EB components. This
to some extent reflects the level of development of society. Many young
Ukrainians face economic uncertainty, which forces them to concentrate on
the material aspects of work that guarantee a stable income and the
opportunity for development. In addition, in the early stages of their careers,
young people may prioritize their own development, training and career
prospects, considering them more important than the company’s social
responsibility. Flexible working hours and the ability to combine work with
personal interests and training are important to young people, which can push
social responsibility issues to the background. Due to cases of companies not
meeting their stated standards of responsibility, young people may be
skeptical of such initiatives and prefer more practical aspects of work. Also,
corporate social responsibility may not be sufficiently covered or promoted
among young people, so other aspects of work may be more meaningful
to them.
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3. Creating a desirable employer’s brand image for generation Z

The rating of the components of the employer’s brand in this research
was carried out in terms of their development at the enterprise. The level of
development of these components reflects how effectively the company
forms and maintains its image as an attractive employer for employees using
certain characteristics.

These components were previously defined and assessed for each
company studied in the retail sector. The categories of assessments of the
components of the employer’s brand were previously defined, according to
which the characteristics of the best and worst message about their condition
were described. The assessment of the level of development of the
components of the employer’s brand was carried out by leading specialists of
the studied enterprises.

Figure 3 shows the result of determining the rank of value propositions
by the state of their development at the studied enterprises. For identical values
(rank of connections or number of duplicates), a rank was assigned that
corresponds to the average value of their positions in ascending order.

s
L

T T
'\-.:'\-..'\-

Y

R{lﬁ?ﬂ? e

Dress code
Work schedule
Salary level

Official employment

city\country
International experience

workplace
networks

Social position of the company
transportation, etc.)

Business rating of the company

Possibility of moving to another
Motivation system in the company
Creativity\office design, comfortable
Rating of the company as an employer
Additional benefits (insurance, food,
Products\services created by the company
Company values (organizational culture)
Reviews about the company in social
Company training and development system

CIATB mAuchan CIMETRO ®1McDonald's 3 Epicenter K & Fozzy Group
Figure 3. Ranks of components of the employer’s brand value proposition by the
state of their development at enterprises
Source: compiled by the authors based on the results of expert assessment.

The results of this analysis allow companies to see the problematic
issues of employer’s brand development that need to be resolved in order to
attract representatives of generation Z to work.
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To assess how much the level of development of the employer’s brand
value propositions of the studied enterprises meets the expectations of represent-
tatives of generation Z, it is worth analyzing the degree of correspondence
between the ratings of enterprises and the expectations of young people.

To determine the level of similarity, it is advisable to calculate the sum
of the deviation modules of the ranks and the Spearman rank correlation
coefficient.

The sum of the deviation modules between the desired and actual
ranks of the components of the BR CP is calculated by the formula:

Rin = Xizq|E: = Fil, )

where: Ei is the desired ranks of the i-th component of the value proposition; F; is
the actual ranks of the i-th component of the value proposition; and is the index of
the component of the value proposition.

Spearman’s rank correlation coefficient (Ry) reflects the closeness of the
relationship between two ranked variables, its value should be within [-1;1]:

2?:1(Ei_Ecep)(Fi_Fcep)

R, = :
\/Z?:l(Ei_Ecep)z Z?=1(Fi_Fcep)2

3)

where: n is the number of indicators that reflect the criterion; E; is the desired ranks
of the ith component of the value proposition; F; is the actual ranks of the ith
component of the value proposition; Eser is the average value of E, Fier is the
average value of F, and i is the index of the component of the value proposition.

Spearman’s rank correlation coefficient is a nonparametric measure of
the statistical dependence between the ranks of two independent statistical
series. Thus, it allows us to assess the degree of connection between the ranks
of value propositions identified by students as desirable and those that are
actually present in the enterprise according to the results of the analysis.
Table 3 shows the results of the analysis of the connection between the ranks
of the EB in terms of their development in the studied enterprises and their
significance for generation Z.

Table 3
Assessment of the relevance of employer’s brand rankings of the studied
enterprises to their importance for generation Z

Components of the BR
CPU

Sum of the deviation

modulus from the

ATB Auchan | METRO | McDonald’s | Epicenter K | Fozzy Group

desired estimate of & 83 94 75 101 96
generation Z (Rm)

Sum OAf squares of rank 5335 88,5 929.5 493 980 0728
deviations

Spearman’s ranlk 043106 | ~0.02486 | ~0.09944 | 046663 | —0.14419 | —031491

correlation coefficient (Rs)

Source: compiled by the authors based on the results of an expert survey.
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The Spearman rank correlation coefficient estimate (see 7able 3)
indicates a positive average relationship between the ranks of the generation Z
CEOs and the ATB and McDonald’s enterprises. Thus, the expectations of
generation Z regarding the EB CEOs are most consistent with the actual state
of these enterprises. At other enterprises, the Spearman correlation
coefficient is not statistically significant, which indicates a discrepancy
between the EB CEOs and the desired image of a potential employer among
representatives of generation Z. An important component of brand
management is the formation of a desired employer image. To determine the
deviation between the existing ranking of value propositions for each
enterprise and the desired one from the point of view of representatives of
generation Z, it is necessary to compare the actual ranks with the ideal or
desired ones. The deviation can be calculated as the difference between these
ranks for each CEO at the enterprise. If these differences are summed up, the
overall level of discrepancy can be estimated. But it is also important to
analyze which components of the EB CEOs require special attention. In
Table 4 it is represented these deviations for the studied enterprises for
individual VP components of the EB.

Table 4
Deviations between the ranks of the development level of the value proposition
components of the studied enterprises and their significance for generation Z

gl M g
= @) = (- o
m | g & g 2 | S
VP components of the EB > S = S 5y
< > = A 3) <
< E [3) o N
= o 2
Salary level 0 14 1 3 1 12
Work schedule 10 -1 12 3 1 12
Training and development system in the company 11 0 13 3 16 12
International experience 3 5 —11 —4 -6 4
Motivation system in the company 2.5 -1.5 4.5 —4.5 8.5 4.5
Company values (organizational culture) 7 -5 -1 0 -1 -1
Products/services created by the company -5.5 -5.5 =25 | -1.5 | =25 -2.5
Official employment -1 7 0 11 10 8
Additional benefits (insurance, meals, 0 -2 -9 -7 -9 -10
transportation, etc.)
Office location -9 0 7 7 -8 -7
Company rating as an employer -3 7 0 6 5 -1
Company reviews on social media -3 7 0 6 5 -1
Creativity/office design, comfortable workplace -6.5 -8.5 —4.5 -1 -16 -15.5
Company business rating 0.5 8.5 9.5 -5.5 0.5 0.5
Possibility of moving to another city/country 1 -13 -14 -2 -3 1
Company Social Position -8.5 -85 55| 45 | 55 5.5
Dress Code -1.5 =35 0.5 -9 4 -10.5

Source: compiled by the authors based on the results of an expert survey.
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A high positive deviation indicates the need to develop and improve
the value proposition in order to bring it into line with the expectations of
young people. In the research, we propose to consider value propositions
whose deviations from the desired level exceed 5 as requiring revision and
development. A negative deviation indicates that the rank of development of
this employer’s brand value proposition at the enterprise exceeds the
expectations of representatives of generation Z. This approach makes it
possible to identify problems in the formation of the employer’s brand for
generation Z and is the basis for analyzing the current state of the employer’s
brand value proposition.

Therefore, ATB management should pay the most attention to the
company’s values, the training and development system, as well as the work
schedule. As for Auchan, the important positions are the company’s business
rating, the company’s rating as an employer, reviews on various portals,
official employment, international experience and salary level. For METRO,
it is important to focus on the company’s business rating, office location,
training and development system, and salary level. McDonald’s should pay
attention to improving reviews about the company on various platforms, the
company’s employer rating, office location, and formal employment.
Epicenter K needs to improve the value propositions regarding formal
employment, the company’s image as an employer, and the training and
development system. For Fozzy Group, the key elements are formal
employment, training and development system, work schedule, and salary
level. Although changes in the office location are not mandatory, improving
some of these components can help attract young people and increase the
attractiveness of the company as an employer.

In view of this, it is advisable to conduct a detailed analysis of what is
effective and valuable for employees, what needs to be changed, as well as
to identify problems and opportunities for developing the employer brand. At
this stage, it i1s important to thoroughly approach the analysis of value
propositions. A report on the main reasons for dismissals indicated by
employees and the potential value proposition of the employer can be useful
for this. After collecting responses from office employees, insights are sought
that will allow identifying unexpected aspects of EB from the perspective of
employees and assessing their impact on the entire network.

Based on an analysis of the dynamics of the effectiveness of indicators
characterizing EB effectiveness, a report is generated identifying the needs
for changes.

Conclusions

Employer branding should be considered in light of the demands of
potential job seekers on the labor market. Generation Z as potential employ-
yees, attract employers who expect creativity, energy, and the ability to learn
and develop with the company. However, to do this, companies need to create
specific value propositions that meet the needs of this target audience.
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According to the results of the survey, the following value
propositions are of the highest importance for generation Z when choosing a
place of work and internship: salary level, work schedule, and opportunities
for training in the company. The least important are the dress code, the social
position of the company, and the possibility of moving to another city or
country. This indicates a balance between tangible (salary) and intangible
(training opportunities) VPs when choosing an employer.

On the one hand, potential employees need to understand and evaluate
the prospects for future employment; on the other hand, employers seek to
reduce the cost of time and money to search for the necessary personnel. The
openness, flexibility, and dynamism of generation Z make the value propo-
sition of moving to another city or country unimportant for them. The lack of
authority also affects the low priority of business rating and company
reputation.

To create the desired employer’s brand image, the deviations between
the existing ranking of value propositions for each enterprise and the desired
one from the point of view of representatives of generation Z were deter-
mined. This made it possible to identify for each studied enterprise the short-
comings in the development of specific value propositions that are important
for generation Z. Understanding these shortcomings and problems in the EB
development allows us to substantiate the directions of employer’s brand
development that are important for potential job seekers among young
people. The main directions of future research include: development of the
process of forming an employer brand; determination of the impact of
the employer’s brand on the company’s performance.
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INVESTING IN NICHE
MARKETPLACES: VALUE FOR
LEADING COMPANIES

The role of strategic investors in the evolution of
niche marketplaces, particularly in Ukraine, has
been analyzed in the research. Automation and
digitalization have become the key factors for
efficiency in modern business. An important element
of this process is a marketplace. They force
traditional markets to adapt to new conditions. It is
hypothesized that strategic investments in niche
marketplaces contribute to long-term market deve-
lopment, leading to sustainable economic growth.
The research was carried out through the analysis
of literary sources, comparative analysis and the
case study method. The fact that venture capital
funds usually invest in marketplaces targeting high
future returns was shown as a result of our inves-
tigation. However, strategic investors have a
different approach. They direct their investments not
only towards making a profit but also towards market
development, creating long-term value, implemen-
ting innovations, advancing industry growth, buil-
ding communication channels with customers, and
obtaining valuable data for a better understanding of
customer needs and market trends, as well as
attracting organic traffic to meet specific market
demands. Niche platforms among all variations of
marketplaces deserve special attention, as they often
represent unique opportunities. Such companies as
EpicentrK.ua and Cropwise Operations are among
examples of strategic investments in these market-
places. They demonstrate how technological
solutions can boost efficiency and productivity,
ultimately leading to sustainable economic growth
and development. These examples demonstrate that
Strategic investors prioritize developing market
structures and creating high value for consumers.
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IHBECTHUIIII ¥y HIWEBI
MAPKETIUIEMCK: LIHHICTB
)i IIPOBIOHUX KOMIIAHIM

Jlocnioswcero ponb cmpameiuHux iH8ecmopie y
PO3BUMKY  HIUEeBUX MApPKemnielcie, 30Kkpema 6
Ypaini. ¥V cyuacnomy 6isneci asmomamusayis ma
yughposizayisn cmant  Kio4osUMU  (PaKmopamu
eghekmusHOCM, | MapKemnielicy sK eleMeHm ybozo
npoyecy 3Myulyioms mpaouyiliiHi punKu adanmy-
samucs 00 HO8UX ymos. Bucynymo cinomesy, wo
cmpame2iuni iHeecmuyii y Hiulesi MapKemniecu
CHpUSIIOMb 00820CMPOKOBOMY POIGUNIKY PUHKY, 4O
6ede 00 CMaio2o eKOHOMIUHO20 3pocmants. Jlocri-
OdtceHHst 6azyembCsi HA  AHAIZL  TMEPantypHUX
0dcepert, NOPIBHAILHOMY AHAI3T Ma MemoOi Ketic-
cmaoi. Pezymbmamu 00Ciodicentst noKazyionb, uo
BEHYYPHI IHBECOPU BKIAOAIMb KOUWIMU 8 MAPKeN-
nrelcu 3 HAadi€l HA GUCOKI NpUOYmMKU y Matl-
oymuvomy. Boownouac cmpameeiuni  ingecmopu
CHpAMOBYIOMb  C80I  IHBeCmuyii He Juuie Ha
OMPUMAHHA NPUOYMKY, A U HA PO3GUMOK PUHKY,
CMBOPEHHsL  00820CMPOKOBOL  YIHHOCMI, 6npO6a-
OJICeHHsT THHOBaYill, PO36UMOK 2ay3i, noOy008u
KaHanie KOMYHIKayii ma OmpuMaHHs OGHUX ONs
Kpauwjoeo posyMiHHs nomped KIEHMI8 I PUHKOBUX
meHOeHYitl, NPUBAONIEHHs OP2aAHIYHO20 MPAaIKy.
Ocobrugoi yeaeu ceped ycix eapiayiti Mapkem-
naelicié  3aCy208YI0Mmb  Hiulesi, OCKITbKU B80HU
NPONOHYIOMb YHIKATbHI Moocaueocmi. Tpuknadamu
YCRIWHO20 —~ CMpAme2iYHo20  IHBECMY6AHHA €
EpicentrKua ma Cropwise Operations. Bownu
imocmpyiome,  AK  iHeecmuyii @  MexHONo2ii
niosUWYIOMb  eheKmusHicms | NPOOYKMUGHICHb
DI3HUX CeKmopis, CHNpusioyu CmilKomy eKOHO-
MIYHOMY 3pocmanHIo ma po3sumky. L{i npuxiadu
niOMEepOX*CYIOMb, WO CMpameziyni  iHgecmopu
OPIEHMOBAHI HA PO3BUIMOK PUHKOBUX CMPYKMYP |
CMBOPeEHHsL BUCOKOI YIHHOCMI 018 CHOMCUBAYIS.

Kniouoei cnoea: pUHOK, MapKeTIUIEHcC,
HIIIeBU MapKeTIUIeic, CTpaTeriaHuil iHBeCTOp,
BeHUYpHUil HOH.
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Introduction

Modern business management is only possible with the automation
and digitalization of numerous processes. That is why the phenomenon
known as the "marketplace" has become an integral part of the modern
economy, promoting business development across different economic eras
(Timmers, 1999) and becoming a strategic solution for many companies
(Brehmer & Johansson, 2001). Brunn et al. (2002) define the concept of a
"marketplace" as an interactive business community where multiple compa-
nies can engage in e-commerce. At the same time, Wibawa et al. (2023) view
it as a third-party website that connects buyers and sellers. It is worth noting
that all marketplaces are characterized by significant investment and
operational costs, which are recouped only if a substantial market share is
captured, and even then, not always. Therefore, not all created marketplaces
can be successful, as becoming one of the major market players is quite a
challenging task (Brunn et al., 2002).

Niche marketplaces, which cater to specific, often conservative market
segments, are particularly sensitive to these risks. However, they attract strategic
investors who are interested not only in profit but also in achieving strategic
leadership to develop the industry or their brand. This allows them to influence
the organization of market structures, determining the organizational rela-
tionships between business entities and shaping the overall market structure
(Cardona & Sanchez-Losada, 2015; Mousa et al., 2021). They contribute to the
growth and resilience of these markets, creating conditions for the successful
functioning of specialized products and services.

This research is the initial stage in achieving our ambitious aim and it
1s exploratory and descriptive one. Its relevance is determined by modern
trends in digital business transformation, the importance of niche
marketplaces, and the role of strategic investors in ensuring the sustainable
development of this type of market structure. Therefore, this research aims
to analyze the role of strategic market players in the evolution of niche
marketplaces, particularly in Ukraine. It is aimed to identify how strategic
players contribute to creating high value for consumers and ensuring
sustainable growth in niche markets. The key tasks are determined the main
characteristics of strategic investments in niche marketplaces, assessed their
impact on market development, and analyzed successful cases. The results of
the research will lay the foundation for further research and development in
this area, fostering a deeper understanding and effective resolution of the
tasks at hand.

The research hypothesis is that strategic investments in niche
marketplaces contribute to the long-term development of the market and the
formation of sustainable business models, which ensures sustainable eco-
nomic growth in the conditions of digitization and automation. A compre-
hensive methodology is used to confirm this hypothesis, including market
analysis and comparing the results of companies that receive strategic
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investments with those that attract venture capital. The main scientific
methods of the research include literature analysis to study different concepts
of "marketplaces" and investment models, a case study method for detailed
consideration of specific examples, as well as comparative analysis that
emphasizes the importance of strategic investments in creating long-term
value and sustainable development of market structures.

The scientific novelty of the research consists of revealing the features
of strategic investments, emphasizing successful examples of such invest-
ments in Ukrainian marketplaces. In addition, the importance of the
development of niche marketplaces as a separate market segment, which has
significant advantages compared to universal platforms, is emphasized.
Moreover, niche marketplaces offer investors unique opportunities, thanks
to a deeper understanding of the specific needs of consumers and the
ability to better adapt to these needs.

The content structure of the main part of the research consists of two
parts. The first chapter examines the main concepts and classifications of
marketplaces and their role in the market. In the second there is a comparison
of venture capital and strategic investment with their influence on the deve-
lopment of the market and niche platforms is carried out. In addition, this part
provides specific examples of strategic investment in Ukrainian marketplaces,
which gives a real idea of the possibilities of market development in conditions
of digitalization and investment strategies at the local level.

1. Digital platforms: redefining traditional markets. The strategic
importance of marketplaces

Markets play a key role in supporting economic activity by ensuring
and stimulating economic growth. They contribute to increasing income and
savings, which leads to market development and enhances economic effi-
ciency. Internal competition stimulates growth by introducing technologies
important for the efficient functioning of economies (Aghion et al., 1999).
Achieving market equilibrium amid economic growth is complex and
requires the influence of various factors, such as macroeconomic proportions,
market competition, stimulation of aggregate demand through consumption,
savings, investment, government regulation, and availability of resources
(Vidobora, 2022).

Today, digital platforms have become the defining organizational forms
of the digital age (Gawer, 2021), transforming traditional markets and forcing
them to adapt to new conditions (Bogers et al., 2019). The implementation of
digital technologies has changed how new products, services, and business
models are developed, integrating these technologies into products to make
them more functional and efficient (Berente et al., 2014).

One of the most common types of digital platforms are marketplaces,
which play a crucial role in the strategic development of companies by
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providing tools to strengthen market positions, increase value, and achieve
competitive advantages. Traditionally, well-known marketplaces are cate-
gorized (Table 1) by participant type, theme, target audience, communication
methods with customers, and monetization strategies (Nikolaienko & Ivanova,
2021; Hlinenko & Dainovsky, 2024; Tran et al., 2020).

Table 1
Types of marketplaces

Type | Characteristics (examples)
by participant type
B2B Business sells to business, with parties being equal (alibaba.com, thomas.net)
B2C The business sells directly to consumers, with parties being unequal (amazon.com,
walmart.com, rozetka.com.ua, prom.ua)
C2C a6o P2P Consumer sells to consumer, parties are equal (etsy.com, ebay.com, olx.ua, blablacar.com)
by theme
Product These platforms allow the sale of various products (ebay.com, rozetka.com.ua)
Service These platforms facilitate the sale of services (uber.com, airbnb.com)
Information These platforms enable users to view and share content (youtube.com, tripadvisor.com)
Investment/ These platforms are designed for investment and fundraising activities (binance.com,
Crowdfunding kickstarter.com, welfare.com)
by target audience
Universal Mass-market format (amazon.com, rozetka.com.ua, prom.ua)
Niche Specialized (allo.ua, tabletki.ua, epicentrk.ua)
Service-Based Sells services (uber.com, kabanchik.com)
by target audience
Online to offline The buyer sees the product or service online but receives it offline (rozetka.com.ua,
prom.ua)
Online commerce Search, purchase, and use happen online (netflix.com, megogo.net)

by the method of monetization of own resources

Monetization through the Sale of Goods and Services

Monetization through Traffic

Monetization through Actions Performed by the Buyer or Seller

Monetization through Advertising

Monetization through Additional Services

by coverage indicator

Global No Restrictions on Niches and Categories (amazon.com)
Horizontal Operate in One Direction but Across Multiple Niches (rozetka.com.ua, prom.ua)
Vertical Offer Products from Different Manufacturers but Within One Category (etsy.com,
(allo.ua, tabletki.ua, epicentrk.ua)
hybrid integration
Marketplace In A Platform for Selling Goods or Services from Other Retail Sellers
Marketplace Out Selling Products or Services on Other Platforms
"new types"” of marketplaces
on-demand On-Demand Marketplaces (airbnb.com, uber.com, domslugba.com)
passion  economy | Unique Content for Niche Audiences (substack.com, twitch. tv, udemy.com)
marketplaces
Managed Value Creation Platforms (uber.com, lyft.com)
community-driven | Value Marketplaces with Community Building (abebooks.com)
SaaS-enabled Marketplaces with SaaS Support that can be B2B, B2C, or C2C (agrostar.in,
docplanner.com, udemy.com, opentable.com)
Decentralized Direct Connection Marketplaces (openbazaar.org, oceanprotocol.com, openminded.com)
API as marketplace | No standard interface, transactions occur at the infrastructure level (allthingsdev.co,
velexa.com)

Source: based on research data by (Nikolaienko & Ivanova, 2021; Hlinenko &
Daynovskyy, 2024; Tran et al., 2020; Dave, 2024; Lee, 2022).
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At the same time, Tran et al. (2020) identified several "new types" of
marketplaces, such as "on-demand", "passion economy marketplaces",
"managed", "community-driven", "SaaS-enabled", "decentralized", and
"API as a marketplace". Dave (2024) also introduces marketplaces classified
by coverage and hybrid integration. Interestingly, as Lee (2022) notes,
universal marketplaces have expanded horizontally to such an extent that
they could not adequately address the diverse needs of their customers and
thus, unintentionally, gave rise to a vertical type of trading platform.
Focusing on creating a marketplace allows companies to meet customer
needs and build loyalty, leading to competitive advantages and sustainable
success (Appiah-Nimo & Chovancova, 2020).

For example, the marketplace Etsy allows small producers to find their
audience and expand their market reach easily (Luckman, 2013). Conversely,
Amazon uses machine learning algorithms to personalize product recom-
mendations, increasing sales and customer satisfaction (Lai et al., 2017).
Meanwhile, Flags Entertainment Corporation demonstrates how digital plat-
forms can create new revenue streams and enhance the customer experience
(Katsamakas & Saharia, 2019).

Such online marketplaces help brands build strong customer
relationships, highlighting their importance for brand development and
increasing brand presence (Hind & Aomari, 2016). In addition, they play a
crucial role in optimizing supply chains and logistics. Implementing cross-
docking facilities reduces inventory and improves service quality, optimizing
distribution and reducing costs (Sheikh & Rana, 2014). Cost reduction,
inventory minimization, and quick responses to market demands are key to
success, while outsourcing and effective supplier relationships enhance
flexibility (Golini & Kalchschmid, 2011). A prime example of such a strategy
is the marketplace Alibaba, which enables businesses to quickly find
suppliers and make profitable deals (Romagnoli & Garbelli, 2017). At the
same time, creating ecosystems and communities around marketplaces
provides significant value, contributing to competitive advantages, sustain-
nable business practices, and overall well-being. Joo and Shin (2018) note
that such ecosystems ensure efficiency, value co-creation, faster operations
with lower costs, and risk distribution.

2. Strategic and venture investments. Case examples

The importance of business sustainability and its role in developing
various industries and markets, as well as investing in marketplaces at
different stages of their development, remains intriguing. Investing in
marketplaces, like other startups, depends on the investor’s goals: profit
generation (venture capital investment) or achieving strategic objectives
(strategic investment) (Hellmann, 2002). Specifically, venture investments
focus on high-risk projects with potentially high returns and actively
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diversify to reduce risks. They help startups and young companies secure the
necessary funding for research and development, thus fostering growth and
innovation (Christofidis & Debande, 2001). Interestingly, more attention is
given to the quality of the management team than to the company’s past
performance or products (Timmons & Bygrave, 1986). Venture investments
aim for quick profits and diverse exit strategies, such as [POs, acquisitions,
secondary sales, buyouts, and liquidations (Hellmann & Puri, 1999). Whether
financing a universal or niche marketplace, the same principles apply.

Examples of venture investments in marketplaces, such as Airbnb and
Uber (Table 2), demonstrate how early-stage funding contributed to their
rapid growth and market leadership (Greenwood et al., 2022).

Table 2
Marketplaces driven by venture capital investment in their early stages
Indicator Airbnb Uber
2008 2009
Initial funding, USD million 7.2 1.6
Total funding, USD billion 6.4 25.2
Current valuation, USD billion 113 72
Year of IPO 2020 2019

Source: based on research data by Greenwood et al. (2022).
Note: The IPO (Initial Public Offering) year refers to the year when a company first went
public by issuing its shares on the stock market (Yi J.-H., 2001).

At the same time, venture investing can also occur when a company
is already quite mature. This is exemplified by the online hypermarket
ROZETKA, which received investment from the venture fund Horizon
Capital while it was already a leader in the sales of electronics and household
appliances (Vlasenko & Yurasov, 2015). Similarly, this fund has invested in
other Ukrainian niche marketplaces, such as Makeup.ua and Liki24 (Horizon
Capital, Portfolio, 2024).

Conversely, strategic investors focus on creating long-term value,
integrating with businesses, and impacting the market. They provide
additional resources and positioning strategies that help increase the market
value of the companies in which they invest (Huang, 2019). Such investments
develop a stable and sustainable business environment that facilitates the
commercialization of innovative products and enhances competitive
advantages (Park & Steensma, 2013).

Funding for niche marketplaces provides not only capital but also
access to resources and expertise, which contributes to the growth and
success of these startups (Hellmann, 2002). Their activities focus on specific
types of goods or categories or certain target audiences. Niche marketplaces
can compete with universal platforms due to their carefully curated selection
of products, deeper understanding of customer needs, and more convenient
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user experience. The main goal is not just to sell a product or service but to
gain market leadership, which is closely intertwined with the investor’s
passion and experience (Khmelovskyi, 2024; Lee, 2022).

Strategic investors actively employ methodological approaches and
analytical techniques to evaluate startups and their potential, allowing them
to reduce risks and maximize profits. For example, platforms for startups and
investors that utilize deep learning algorithms can identify promising startups
and predict potential investment returns (Auti et al., 2023). Thus, strategic
investments in niche marketplace startups offer significant advantages
through access to new technologies, expertise, and market opportunities,
fostering innovation and company growth.

A prime instance of such funding is Siemens, which acquired and
invested in the MindSphere platform. This platform enables companies to
connect their industrial machines to a cloud system for data analysis and
optimization of manufacturing processes. As a result, Siemens strengthened
its market position in industrial solutions and expanded opportunities for
integration and big data processing (Petrik & Herzwurm, 2019).

Similarly, Amazon invested in AWS Marketplace, which allows
customers to find, purchase, and use software and services running on
Amazon Web Services. This investment expanded Amazon’s presence in the
cloud business, created new revenue opportunities, and increased customer
value through a wide range of software solutions (Yuan, 2023).

Another example is Alibaba, which created Alibaba Cloud and
invested in startups working in cloud computing and digital technologies.
This expansion allowed them to offer new solutions for businesses and
individual users in international markets, strengthening their competitiveness
(Zhang & Ravishankar, 2018; Li, 2022).

A successful illustration of securing funding in the Ukrainian market
1s the development of the niche marketplace epicentrk.ua. Launched in 2020
based on the online store of the construction hypermarket chain
LLC "Epicenter-K", this project exemplifies strategic investing. The business
founders invested UAH 2 billion in its development, and by 2024, the
platform became self-sufficient, no longer requiring additional investments.
This success is due not only to financial investments but also to a
personalized approach for each entrepreneur. Currently, the marketplace
serves 7 000 entrepreneurs, offering individual terms of cooperation. An
important aspect is that the volume of a company’s production does not affect
the possibility of collaboration, as the company adheres to a principle of
personalized engagement with each merchant. New partners can expect a
preferential period of operation in the marketplace, facilitating the start and
providing support during the initial stages of cooperation (Brovinska, 2024;
Hlinenko & Dainovsky, 2024). This success story confirms the importance
of strategic investing and a flexible approach to business development,
allowing for high achievement and promoting entrepreneurship in Ukraine.
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At the same time, despite not being directly connected to
marketplaces, it is worthwhile to consider an example of investment in a
technological product that demonstrates how a strategic business can develop
a market, gather data, and create communication channels with users. One
example of a Ukrainian startup that received strategic investments is the IT
company Cropio, now known as Cropwise Operations (Syngenta Ukraine,
2021, March 30). This satellite field management system allows farmers to
map growth stages and crop conditions in real-time, identify problem areas,
and obtain accurate weather forecasts (Apucaloaie et al., 2022). The system
also offers tools for yield planning, cost and efficiency analysis, resource
management, and optimization of farming activities (Kwanmuang et al.,
2020). In 2019, this company was acquired by Syngenta Group, a major
player in the agrotechnology sector, and incorporated into a new business
structure called Syngenta Digital. It is worth noting that the Syngenta Group
was established based on one of the world’s leading seed and agricultural
chemical suppliers, Syngenta, which was acquired by the Chinese
corporation ChemChina in 2015 (Lopacinska, 2021).

This example demonstrates how investing in technological solutions
can lead to significant improvements across various industries. Innovations
like Cropwise Operations enable the agricultural sector to greatly enhance its
efficiency and productivity. Investments in such technologies not only
support businesses but also contribute to the industry’s overall development,
increasing competitiveness and promoting sustainable growth.

Conclusions

Automation and digitalization have become integral to modern
business, ensuring efficiency, growth, and competitiveness. Digital plat-
forms, such as marketplaces, open new horizons for businesses and custo-
mers, but several key aspects should be considered.

Marketplaces are not always profitable from the begining. They often
require significant investment and time to achieve self-sufficiency. Initially,
marketplaces undergo a phase of substantial expenses and uncertainty, during
which their viability is in question. This period demands innovation and
strategic thinking.

Venture investors invest with the hope of high future returns. They
usually focus on rapid growth and entering new markets, risking large
amounts of capital for potential rewards. Their decisions are often based on
aggressive business plans and promises of quick returns on investment.

Strategic investors invest not only for profit but also for market
development and long-term value creation. Their approach is based on a deep
understanding of market structures and needs, allowing them to make
investments aimed at sustainable development.

They invest in order to:

Develop the industry: to support innovations and enhance business
models that contribute to the overall growth of the market.

92 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6



MARKETING

Build communication channels with customers: to create and maintain
effective ways of interacting with end consumers.

Research the market and its consumers: to obtain valuable data and
insights to better understand customer needs and market trends.

Attract organic traffic: to increase the natural influx of customers
through high-quality products and services that meet specific market needs.

Among all the variations of marketplaces, niche platforms deserve
special attention. Their primary philosophy focuses more on market develop-
ment than on profit generation. This is where strategic investors become key
players, supporting and enhancing business models that offer unique
products and services to meet specific customer needs.

Thus, the conducted research lays the foundation for further studies of
niche marketplaces and their financing by strategic investors. Special
attention will be paid to analyzing their marketing strategies, impact on
market structures, and methods of attracting and retaining customers in
specific market segments. This research will provide a deeper understanding
of how strategic investments can contribute to sustainable development and
innovation in various sectors of the economy, opening new prospects for
businesses and society as a whole.
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THE CONCEPT OF
METAMARKETING IN THE
EXPERIENCE ECONOMY

The new conditions of the digital environment
and the formation of the impression economy
have caused the transformation of marketing,
which involves the introduction of innovative
strategies, methods and tools of digital marke-
ting into the activities of enterprises to form a
positive immersive experience for customers
on the basis of impressions created by enterprises.
The aim of the article is to substantiate the concept
of metamarketing, which is based on the offer of
impressions in the modern conditions of the digital
environment. The hypothesis is formulated:
the formation of the impression economy in the
digital environment has led to the transfor-
mation of marketing, which includes digital
marketing and impression marketing. The
convergence of these types of marketing forms its
new concept, in particular metamarketing,
which involves the application of digital marke-
ting methods and tools to create and provide
impressions in physical and digital space. Gene-
ral scientific and special methods were used:
analysis and synthesis, systematic, comparison,
logical generalization. The research carried out:
substantiation of the importance of impressions
for producers and buyers; systematization of
strategic directions for ensuring customer impres-
sions, highlighting key elements and principles
of the impression economy and formulating the
author’s definition of the "impression economy in
the digital environment"; systematization of the
conditions of application, management decisions,
limitations and risks of marketing concepts in
evolutionary development,; substantiation of the
concept and formulation of the definition
of metamarketing for forming impressions of
enterprise customers in the digital environment.
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KOHILEIIIA
METAMAPKETUHI'Y
B EKOHOMILI BPAXEHBb

Hosi  ymoeu yugpoeozo cepedosuwya ma
CIMAHOGNICHHA  eKOHOMIKU  8pPAdXCeHb  00YMOBUIU
mpanchopmayiio mapkemuney, wo nepeobavac
BNPOBAOIICEHHS Y OLUILHICMb NIONPUEMCIMNG THHOBA-
yiviHux cmpameeil, Memooié ma HCMpPYMeHmis
yughposoeo mapkemunzy Onsi QOPMYSAHH NO3U-
MUBHO20 IMEPCIIHO20 DOCEIOY KIIEHMI@ HA OCHOBI
CMBOPIOBAHUX NIONpUEMcmBamu epadicerb. Memoro
cmammi € OOLPYHMYBAHH KOHYenyii Memamap-
Kemumey, wo 06azyemvcs Ha NPONO3UYii 6pAICEHdb y
cyuacHux ymosax yugposoeo cepedosuwya. Cghop-
MYIbOBAHO  2iNOme3y: CMAHOGIEHHS eKOHOMIKU
8padicenb Y Yyupposomy cepedosuyi npuseeno 0o
mparchopmayii Mapremun2y, sIKuLl 6KIoYae yug-
posull  MapkemuHz 1 MApKemuHe — 6paAdiCeHb.
Konsepeenyis yux eudie mapxemunzy gopmye 1io2o
HOBY KOHYenyilo, 30Kpema MemamapKemune, uo
nepeobauae 3acmocy8anHs Memoodig¢ ma IHCmpy-
MeHmig Yu@posozo mapkemunzy Onsi CMEOPEHHS
Ma HAOAHHS! 8PACEHDb Y DI3UUHOMY U Yuhposomy
npocmopi. Buxopucmano 3aeanvHOHayKogi ma
cneyiaibHi Memoou: auanizy ma cuHmesy, Cuc-
MeMHUL, NOPIGHAHHA, JIO2IYHO20 V3A2aNbHeHHA. Y
X00i  Q0CniOdHCeHHs  30ilCHEHO:  OOTPYHMYBAHHS
3HAYEHHA 8padiceHb 0N UPOOHUKIE Ma NOKYNYis;
cucmeMamu3ayiss. CMpameciuHux Hanpsamie 3ades-
NEUeHHs! 6PAdICEHb KIIEHMIG; GUOLIEHHS! KIIOYOBUX
eleMeHmié ma NPUHYUNI6 eKOHOMIKU 6padICEHb |
DOPMYNIOBAHHSL ABMOPCLKO20 GUSHAUEHHS OeqiH-
iyii’ "exonomixa epadicenv y yugposomy cepedo-
euwi"; cucmemamuzayis yMo8 3acmocCy8aHHs,
VAPABTIHCLKUX ~ DillieHb, 00OMediceHb | pUusuKie
KOHYenyitl MapKemuHey 8 e80OYILIHOMY DO3BUMNKY;
OOIPYHMYBaHHS  KOHYenyii ma  opmymo8anHs
BU3HAYEHHS MemamapKemunzy Ons opmyeanHs
8padiCeb KIIEHMI6 NIONPUEMCIMG V' YUPPOBOMY
cepedosuyi.
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Introduction

Changing consumer behavior in the context of globalization,
urbanization, and the rapid spread of digital technologies requires companies
to adapt existing and create new business models, taking into account new
patterns of behavior on the consumer’s digital journey and high customer
expectations of companies’ value propositions. The new conditions of the
digital environment and the emergence of the impression economy have led
to a transformation of marketing, which involves the introduction of
innovative digital marketing (DM) strategies, methods, and tools into the
activities of companies to create a positive immersive customer experience
based on customer impressions created by companies.

The concept of an impression economy focused on consumer feelings
was pioneered by Pine II and Gilmore (2021/1999), who in their fundamental
work "The Experience Economy" identified the evolution of consumer value
from the supply of raw materials, goods, and services to the supply of
experiences. Continuing to explore the factors influencing the future of the
experience economy, Pine II (2023) identified the active transition of
consumers to the digital environment due to COVID-19, which has shaped a
new individual consumer experience, to ensure which, by preserving the
unique time spent with the company and increasing its value, he emphasizes
strategies and innovations in creating value through experiences.

The research of modern scholars is based mainly on the work of
B. Joseph Pine II and James H. Gilmore "The Experience Economy". Thus,
the work of Boiarska (2016) demonstrates the beginning of the study of the
economy of impressions by a scientist, while the author focuses on the
essence of the concept of "economy of impressions" and notes, following
Pine II and Gilmore, that this is a type of economy in which human feelings
and experiences become central to the economic activity of an enterprise. In
addition, the author emphasizes that impressions can be both a final product
and a tool for promoting traditional goods. The same division in identifying
impressions is followed by Zaitseva and Fursov (2019a). Agreeing with the
conclusions in the authors’ works, we note that changing consumer behavior
towards individualization and digitalization of consumption involves the
formation of customer experience by enterprises through providing
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impressions at every point of contact with consumers, both online and offline,
which will ensure the integrity of the experience and sustainable positive
associations with the product, brand, and company.

Chubukova and Yarenko (2016) define the experience economy as a
new type of economy based on the psychological need of society for
emotions and new impressions of consumers. Boiko and Gudzenko (2019)
consider the experience economy as emotional capitalism in a socio-cultural
context. The empirical results of the study confirm the actualization of the
human need for emotional pleasure and impressions from goods and services.
That is, the desire to receive emotional pleasure and impressions is a natural
need of people, but today consumers have clearly formed expectations
regarding the satisfaction of this need precisely from goods and services for
which they are willing to pay a higher price. Sadchenko and Robul (2020) in
their study of the essence of the experience economy focused on the econo-
mic and ecological component of creating a marketing space of the expe-
rience economy, which makes it possible to form a higher price for goods
and services, in particular due to original services of impressions from a
product or service.

A thorough approach to the study of the impression economy was taken
by Yastremska (2024). Exploring the theoretical and methodological basis of the
phenomenon of the impression economy, she emphasizes that modern consumers
of goods and services need not only emotions, but also experiences that they will
remember and in the long term will be willing to repeat.

In general, the analyzed studies repeat the conclusion about the
paradigm shift, the consideration of impressions as a source of added value,
the connection of impressions with innovations, descriptions of the proposed
theoretical models, etc. are provided. However, there is a lack of applied
marketing approaches and methods for creating and providing impressions
to consumers, which is due to the diversity of approaches and, accordingly,
the lack of a holistic marketing concept that includes both DM and
impression marketing and is based on impressions in the digital environment.

The purpose of the article is to substantiate the concept of
metamarketing, which is based on the offer of impressions in the modern
conditions of the digital environment. To achieve this goal, it is necessary to
identify strategic directions for ensuring the impressions of enterprise
customers; to highlight the key elements and principles of the impression
economy; to investigate the evolution of basic concepts of marketing
management from the end of the 19th century to the present; to substantiate
the concept of metamarketing in the modern conditions of the digital
environment for ensuring the impressions of enterprise customers.

To achieve this goal, the hypothesis is formulated that the emergence
of the impression economy in the digital environment has led to the
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transformation of marketing into a composite function that includes DM and
impression marketing. The convergence of these types of marketing forms
its new concept, namely metamarketing, which involves the use of DM
methods and tools to create and provide impressions to consumers in the
digital environment, which includes physical and digital space.

To test the hypothesis, the following general scientific and special
research methods were used: analysis and synthesis, system, comparison (to
identify strategic directions for ensuring the impressions of enterprise
customers; to systematize the conditions of application, management deci-
sions, limitations and risks of marketing concepts in evolutionary develop-
ment; to substantiate the concept of metamarketing in the economy of
impressions); logical generalization (to formulate conclusions regarding the
conducted research).

In the main part of the article, based on the identified strategic
directions for ensuring impressions, key elements and principles of the
impression economy, and researched marketing concepts, the concept of
metamarketing for forming impressions of enterprise customers in the digital
environment is substantiated.

1. Strategic directions for ensuring consumer experiences

Rapid changes in people’s values and behaviour, as well as the rapid
development of digital technologies in society, digital transformation in
business and marketing indicate that in 2019-2020 an institutional revolution
took place, associated with the development of digital ecosystems, the
catalyst for which was the COVID-19 pandemic. "Changes in the
institutional environment shape new conditions for economic activity"
(Umantsiv, 2021, p. 274). The current stage of socio-economic development
is characterized by the following factors: the development of the information
society and the knowledge economy; the development of digital technologies
and the formation of the digital economy; the recognition in economic theory
of human irrationality in the decision-making process under conditions of
choice and the formation of behavioural economics; a change in consumer
value for people and the formation of the impression economy. The process
of formation of the listed concepts occurs almost simultaneously, and all of
them have an impact on each other and on the socio-economic development
of society, while historically the formation of the impression economy is a
logical result of the development and interpenetration of the knowledge
economy, digital and behavioural economies. Digital technologies expand
the possibilities of interaction between enterprises and consumers by creating
impressions and forming a holistic immersive experience for customers. And
just like behavioural economics, impression economics is based on people’s
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psychology and emotions. However, the evolution of value, for which people
are willing to pay a higher price, is fundamental to the experience economy.

The peculiarity of experiences is that they can be both a separate
product (amusement parks, immersive theatre, 7-D cinemas, various shows,
etc.), and a way of forming demand and selling goods and services in any
field of activity. Planning experiences as an economic offer with the aim of
forming demand belongs to the marketing function of the enterprise. Since the
experience economy involves a conceptual change in economic relations
between sellers and buyers based on changes in consumer behaviour and
economic offer, this requires new approaches to the interaction and promotion
of goods and services in all areas of human activity. The newest type of economy
involves the transformation of business models and, accordingly, the concept of
marketing, which in the digital environment is transformed into digital and
further, taking into account the creation and promotion of experiences, is
transformed into metamarketing (Kotler et al., 2021).

A feature of impressions, associated with the peculiarity of human
brain activity, is their memorability. Over time, a person may forget the
details of certain impressions, but the feelings from their own experience
remain forever, even if at this moment in time the person does not remember
it. Therefore, marketing uses various psychological triggers that can return a
person to impressions and emotional experiences through reminders. In
addition, according to Dan Ariely, people’s irrationality is predictable, that
is, one that can be influenced through feelings and lead them to actions
planned by the enterprise (Ariely, 2008). For this purpose, DM and branding
tools are actively used today.

The results of the analysis of the above scientific sources allow us to
highlight and supplement the meaning of impressions for sellers and buyers.
So, impressions are:

for sellers (manufacturers): an economic offer, a source of added
value, a source of competitive advantages, attracting consumers to create
value, the possibility of increasing the price of the product, effective
promotion through the sales funnel, the formation of a positive customer
experience, increasing consumer loyalty;

for buyers: emotions, feelings, experiences; the formation of life
experience; co-creation in creating value for oneself; satisfaction of needs;
accumulation of customer experience; participation in the processes of
accumulating information in social memory.

This division made it possible to determine the strategic directions of
providing impressions on the part of the company for consumers: client-
centricity as a corporate culture; design of (product, website, mobile site and
application, content, etc.); branding; personalization of the offer; experience
design at every point of contact on the consumer’s journey; marketing
strategies; digital technologies; digital marketing methods and tools.
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Client-centricity. The experience economy, like the knowledge
economy, digital and behavioural economies, is customer-oriented, but
unlike the customer-oriented nature of the digital and behavioural economies,
the experience economy is customer-centric. In scientific research, customer
orientation and customer centricity are often equated (Khalina & Vasylieva,
2018; Komandrovska et al., 2019; Rynkevych, 2020; Kalycheva et al., 2022).
These concepts are similar, but there is a fine line between them. Customer
orientation is based on identifying and satisfying needs, managing consumer
loyalty based on customer databases, using CRM systems, segmenting the
target audience, creating personalized offers, improving products and
services, etc. (Trushkina, 2020; Obruch et al., 2021; Zavadska, 2022).
Therefore, customer orientation can be explained more by technical aspects
of the company’s work with consumers as separate segments, according to
the relevant rules and procedures. Customer centricity is a continuation of the
concept of customer orientation (Savytska, 2020; Marchenko, 2021;
Riepina & Potiienko, 2023) and additionally includes the establishment
and development of partnership and friendly relations with customers,
that is, it is a concept of humanity and emotional response. Customer
centricity allows you to focus on mutual understanding and cooperation
between the company and customers based on trust, economic ethics
and common human values, which the company should embed in its
corporate culture. With a customer-centric approach in a company, the
customer becomes the center of all business processes — from product
development to marketing strategies. This involves the primary
planning of impressions based on the identified motives, needs, and interests
of consumers, at ensuring of which the marketing as a key function of
entrepreneurial activity and DM is aimed in the digital environment. This
gives grounds to conclude that the impression economy is an evolutionary
form of socio-economic development of society. Thus, the digital economy
is based on revolutionary digital technologies that have formed a new (fifth)
technological order, in which behavioral economics and impression
economics developed at the beginning of the 21st century. The spread of
information and communication and other digital technologies has led to the
individualization of production and consumption, the possibility of targeted
interaction between companies and consumers and the provision of
personalized offers. The emergence of the buyer’s market in the fifth techno-
logical era has contributed to the evolutionary development of interaction
between companies and consumers, taking into account their emotions and
feelings. Thanks to this, it is possible to plan in advance impressions that are
a manifestation of emotions, and increase the efficiency of management
based on the principles of humanity and partnership.
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Design. The product, around which marketing and branding are based
as a marketing technology, is of fundamental importance in providing
impressions and satisfying consumer needs. Schifferstein and Hekkert (2008)
paid attention to the fact that in modern conditions there has been a
transformation in the perception of the product by consumers. The use of
a product involves interaction with it and depends not only on the method
of such interaction, which is technologically and functionally embedded in
the product itself, but also on the use of the senses, motor system and
knowledge of consumers, which allows them to process the information they
perceive during the interaction and experience one or more emotions. This
allows a person to form an affective assessment of the product during
interaction with it. At the same time, the effect of emotions, feelings and
experiences 1s characterized by intensity and brevity, physiological
manifestations, which are manifested in a subconscious rapid reaction to the
current situation (Berent et al., 2020, September 23). Regarding the product,
this means that the consumer’s first and preferably subsequent interaction
with it should be accompanied by both emotional and physical experiences,
which is manifested in admiration and the desire to own it.

The founder of Ajax Systems, O. Konotopsky, identified five features
of a successful product: quality, design, price, functionality, and compliance
with standards. He noted that companies that are engaged in design have
higher capitalization than companies that are not engaged in design. It is
design that makes people love the product at the start (even with imperfect
quality, functionality, etc., which requires refinement). At the same time,
design is important, but only if the other components of a successful product
listed above are present (Forbes Ukraine, 2023). In general, design should be
manifested not only in the product, but also in everything that the client
interacts with on the consumer journey: website, mobile application, content,
communication channels, points of contact and interaction, etc.

Simon (1996) once emphasized the focus of design on developing
options for actions that are aimed at changing existing situations to better
ones with given properties. Therefore, design is important in creating
impressions, a detailed study of which the further research of the author will
be devoted to.

Branding. Branding allows you to create an emotional frame around
the product (Barden, 2013). As a marketing technology, branding involves
the process of creating, promoting and developing a brand in order to achieve
the strategic goals of the business entity, increase its profitability and
development efficiency. We note the importance of a strategic approach to
the development of a business entity, which in market conditions is based on
building relationships with consumers in the long term through the use of a
brand. A brand is a system of identification symbols for a product/service,
provided that it is of good quality and meets the expectations of consumers,
which allow them to form value in the minds of the latter and, thanks to the
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user experience, positive associations and impressions, which provides
additional value for the manufacturer and higher profitability than the market
average, due to the willingness of consumers to pay a higher price (Iankovets &
Levytska, 2024, p. 61). Currently, in the science and practice of branding,
there are a large number of models of brand building, in which, using
different names, there are common components: brand essence, physical
data, benefits and values, individuality. The cultural direction of brand
identity formation in the socio-cultural aspect, important in the economy of
impressions, is used in the models of J.-N. Kapferer, D. Aaker, T. Ged
(Iankovets & Palicheva, 2018, p. 55).

To create impressions, it is advisable to use sensory branding, the model
of which was proposed in 2005 by Lindstrom (2010). The peculiarity of sensory
branding is to involve all five human senses in order to awaken an emotional
response in building a relationship between the consumer and the brand, which
directly affects the impressions that a person receives from such interaction.
This, in turn, forms a unique and individual experience of the consumer as the
basis for his further interaction with the product, brand, company.

Offer personalization. Individualization of production and consump-
tion in the digital environment is a consequence of the spread of BigData
digital technologies, artificial intelligence, machine learning, which provides
the opportunity to provide personalized offers to each unique user, taking into
account the consumer’s experience and the history of interaction with the
brand, the company. Such a personalized approach, taking into account
the principle of client-centricity, makes it possible to create an immersive
experience for each client of a brand or company. The company’s systematic
work on the formation of a positive experience (by maintaining the brand’s
reputation and fulfilling the brand’s promises) will contribute to the client’s
desire to share impressions in social networks (in particular, using UGC
content), which will spread through the network according to the principle of
"word of mouth", which will allow expanding the target audience, attracting
new customers, build long-term relationships with existing customers, etc.
and thus improve the results and efficiency of business activities.

Experience design. Experience design, as a new marketing promotion
method, involves the process of organizing elements of an experience to
provide participants with the opportunity to maintain and develop interaction,
leading to the results intended by the designer and expected by the
participants (Rosman & Duren, 2019).

Digital technologies. Digital technologies are considered by the author
as a structural component of the digital economy on the way to becoming an
experience economy. The use of digital technologies allows businesses to
create and provide experiences based on collected information about
consumer behaviour in the digital environment. This opens up the
opportunity for businesses to use Data Analytics to predict consumer actions,
engage them in interaction through social media, and provide an immersive
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customer experience based on providing personalized offers and prices. In
addition to BigData technology and complex data analytics algorithms, new
information technology as a general term includes the following technologies
(Bukht & Heeks, 2017, August 3; Williams, 2021; Ministry of Digital Trans-
formation & Diia, 2021): Internet of Things (IoT), smart sensors, additive
technologies (3D printing), social media, multimedia, identification techno-
logies, machine learning, multi-level customer interaction and profiling of
him, streaming video, augmented reality, cloud computing, mobile techno-
logies, fraud detection and authentication, robotics and cyber systems,
artificial intelligence, virtual/augmented reality and metaverse, "friendly"
user interface, geolocation, blockchain, quantum technologies, etc. The
spread of these technologies has contributed to the emergence of new
segments of users who are not programming professionals, but who actively
participate in the information process in the digital environment and are
consumers with new needs that shape markets for new digital products.

Marketing strategies. In general, a marketing strategy is a long-term
plan of actions (measures) aimed at forming, maintaining and expanding
demand for a product (products, services, works) of an enterprise. Like any
strategy, a marketing strategy includes goals, indicators, measures, resources
and monitoring (lankovets, 2019, p. 94). In the digital environment, the
overall marketing strategy of a company/brand has a digital marketing
strategy, which is defined as a systematic program of actions (measures)
using innovative digital technologies, channels, methods, tools to achieve the
goals of the DM. A detailed description of the digital marketing strategy by
stages of formation is given in the author’s article (Iankovets, 2022). By the
way, digital marketing strategies are divided into conversion, image and
reputation strategies, which are designed to ensure the implementation of the
financial and non-financial strategic goals of the company/brand. That is,
the company must simultaneously implement all three types of strategies, the
synergy of which ensures positive impressions and forms a holistic
immersive customer experience, taking into account the stages of the
consumer’s journey in the digital environment.

Digital marketing methods and tools are designed to implement a
company’s/brand’s DM strategy and involve both online and offline
interaction between the company and consumers at every stage of the
consumer journey.

Service. As a value proposition, experiences are based on goods and
services, since their provision requires material means and services to
provide experiences. Hence, service is strategically important in providing
positive emotions during the preparation for receiving experiences, during
receiving experiences, and after receiving them. At the moment when a
person experiences the received impressions, it is important not to lose
contact with him in order to build long-term partnerships and attract him as
aregular customer and later — to transform him into an advocate and promoter
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of the brand. Service involves both technological solutions and support,
and the participation of company employees in the process of creating and
providing experiences, as well as support after receiving experiences. In
addition, considering service as a relationship between people, it is important
to maintain it at a high level both in relation to external customers and internal
customers (company employees), as well as in relation to other stakeholders.
High-level service involves human relations aimed at mutual positive
emotions. Therefore, service as a strategic direction should be built in the
company on the basis of a customer-centric approach (both in relation to
external and internal customers), which is the basis of corporate culture in
the impression economy, which will contribute to improving business
reputation, brand loyalty and, as a result, will ensure an increase in the
strength and capital of the brand, improving financial results, operational
efficiency and business profitability.

Taking into account the above, Figure I presents the key elements and
principles of the impression economy, which allow us to formulate the
author’s interpretation of the definition of the "experience economy in
the digital environment".

Formation .
. > 1999 — up to the present time
period
Basic theories > The economy of impressions, design theory
Main J. B. Pine, J. H. Gilmore, R. Rossman, M. Durden
representatives and others
Client-centricity, mass personalization, creating
L immersive customer experiences based on feelings
Principles . iy . . .
using digital technologies in physical and online
environments
. Convergence of nano-, bio-, information, digital
Technologies . o .
and socio-humanitarian technologies
Developing Metamarketing, arts, sports, entertainment and
areas recreation, retail, information and
telecommunications, creative industries
) MalP Behavioral institutions in the digital environment,
Institutions trust and economic ethics

Figure 1. Key elements and principles of the experience economy

Source: compiled by the author.
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The experience economy in the digital environment is a type of modern
economy based on: the economic offer of experiences using a customer-
centric approach and digital technologies in a digital environment that
includes physical and digital space; involving customers in co-creation to
create value for themselves, which contributes to the formation of a holistic
immersive customer experience, positive sustainable associations; the desire
to interact with the product, company and brand in the long term based on
partnership and friendship. This definition does not emphasize efficiency for
enterprises, but this is implied, since any economic activity of business
entities is aimed at achieving economic and social results, and entrepreneurial
activity, in addition, is aimed at making a profit and increasing profitability
(Economic Code of Ukraine, 2024/2003). A feature of the definition, unlike
existing ones, is the central place of the client as an active subject in
interaction with the company to create value for himself, which turns him
into a partner involved in the company’s business processes.

Engaging customers, following the strategic directions of providing
impressions and creating a unique customer experience described above,
allows you to build relationships and become a Lovemark company / brand,
that is, one that people not only respect, but also love, that is a manifestation
of impressions and creates a strong emotional connection of people with the
company/brand. The Lovemark concept was proposed by Kevin Roberts,
CEO of the British advertising and communication agency Saatchi &
Saatchi. According to him, "this is a brand that managed to find its place not
only in the market, but also in the hearts of consumers" (KMBS, 2024,
May 7).

A strong emotional connection, which is formed taking into account
strategic directions for providing impressions, as well as brand marketing
tools, influences the subconscious choice of a product, company, brand,
which consists of a set of discrete choices throughout the consumer’s life
journey, which forms his holistic customer experience and stable positive
associations with the product and brand.

2. The emergence of the concept of metamarketing in the digital
environment

The almost simultaneous emergence of the knowledge economy, the
digital economy, the behavioral economy, and the experience economy has
influenced the transformation of the modern concept of marketing. Table 1
systematizes the basic concepts of marketing management in evolutionary
development from the late 19th to the early 21st centuries.
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MARKETING

Investigating changes in marketing associated with digitalization and
changes in consumer behavior at the beginning of the 21st century, Kotler et al.
proposed marketing concepts from "Marketing 1.0" to the latest, published
concept "Marketing 6.0", which are described in a series of books with the
corresponding titles (Kotler et al., 2010; 2021; 2023). Kotler and co-authors
established periods of development of these marketing concepts, starting
from the 1950s, which is associated with the emergence of the traditional
concept of marketing management (7able I). At the same time, an analysis
of the names and essence of these concepts allows us to compare the first
three of them with the basic concepts of marketing management:

marketing 1.0: product-oriented; corresponds to the basic concepts of
product improvement, intensification of commercial efforts (sales);

marketing 2.0: consumer-oriented; corresponds to the basic concept
of marketing;

marketing 3.0: is focused on people, common human values in the
company and customers, culture, spirituality, creativity, that is, it is human-
centric; corresponds to the basic concepts of socio-ethical marketing,
relationship marketing and holistic marketing.

The following marketing concepts are innovative and relevant today:

marketing 4.0: the approach of Kotler et al. is compared with the theory
of Schwab regarding industrial revolutions and their impact on the development
of technologies (Schwab, 2019), which, in turn, affect consumer behaviour and
marketing. Thus, "Marketing 4.0" correlates with the fourth industrial (digital)
revolution "Industry 4.0" and, accordingly, is digital, focused on promotion on
the Internet. The key characteristics of "Marketing 4.0" are the growing role of
the mobile Internet, social networks and e-commerce, which contributed to the
change in the consumer’s path and, accordingly, the spread of the principle of
omnichannel in the promotion of goods and services, as well as in sales (Kotler
etal., 2016);

marketing 5.0: remains digital, while the types and capabilities of
digital technologies in various areas of people’s lives are expanding in order
to improve their quality. Such technologies include artificial intelligence (Al),
natural language processing (NLP), sensor technologies, robotics, augmented
and virtual reality (AR/VR), the Internet of Things (IoT) and blockchain
(Kotler et al., 2021). These technologies began to be used earlier, but as
prototypes that required testing and trial by the market. They became
widespread with the completion of the fifth technological order, the
intensification of innovative activities of enterprises, and the active spread of
digital technologies in various areas of social production, which led to the
formation of a new (sixth) technological order. An additional powerful
stimulus for the development of digital technologies was COVID-19 and the
corresponding institutional changes in society. The goal of "Marketing 5.0"
is to identify those points of interaction on the consumer’s journey where
technologies can add and increase value. Hence, this concept is based
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primarily on the connectivity of technologies and people, as well as building
an ecosystem of large amounts of data, which allows: to find patterns in
consumer behavior and, accordingly, to predict it; to provide personalized
experience and enable customers to customize it, which more involves them
in co-creation and creating value for themselves; to calculate the results of
marketing strategies and marketing campaigns; to implement contextual
digital customer experiences in the physical world based on the principle of
omnichannel; transfer some of the routine simple functions to technologies
that replace humans (Al and NLP in chatbots to handle a large number of
requests and provide quick answers, virtual and augmented reality to engage
customers in the experience of interacting with the product, which creates an
impression and frees up the company’s human resources for valuable
interaction with customers when it is necessary), etc. "Marketing 5.0"
approaches experience marketing as it has both human-centric "Marketing 3.0"
and digital "Marketing 4.0". The key technology in "Marketing 5.0" is
defined as artificial intelligence, designed to reproduce human abilities in
solving problems and making decisions for the benefit of humanity;
marketing 6.0: focused on exciting interactive interactions between
customers and brands using both digital and physical elements. Kotler, et al.,
attributes this to the fact that Generation Z and a people have grown up, who
were born and have grown up in the Internet age and have had an active
digital experience since childhood. Kotler and co-authors began to use the
theory of generations proposed by Strauss and Howe (1992; 1997) earlier,
describing the concept of "Marketing 5.0", noting the simultaneous residence
of five generations with different motives, needs, behaviours, digital
experiences, etc., forming different consumer segments in the digital world.
The growth of interactivity and immersion in the digital world today is
manifested in: the spread of short videos on social networks, which captivate
the audience and, through "infinite" scrolling, increasingly immerse them in
viewing; innovative e-commerce models in interaction with consumers
through chats and live broadcasts; the use of multi-sensory technologies,
augmented, virtual and extended (XR) reality technologies to improve the
customer experience in physical spaces, etc. The latter reflects the need to
supplement physical spaces with digital technologies for generations Z and a,
for whom a metaspace is being formed today — a digital space in which the
sensations of the real world are experienced and which can become a virtual
immersive version of social networks for young people (Kotler et al., 2023).
XR and metaspace are blurring the lines between the physical and digital
worlds, creating a full immersion effect that creates a need to provide an
immersive experience through marketing, turning it into metamarketing. The
concept of metamarketing is based on an omnichannel approach, but goes
further by providing an immersive experience to the delivery of the customer
experience by providing a digital experience in a physical space or a real
experience in a digital environment, ultimately bringing the physical and
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digital realms closer together. With such immersion, potential customers,
spending their time, are more and more "involved" in interaction with the
brand, which increases the probability of making a purchase based on their
own immersive experience and, in the future, brand advocacy. The key
technologies in "Marketing 6.0" remain the Internet of Things (10T), artificial
intelligence (AI), augmented and virtual reality (AR/VR), and blockchain, to
which is added spatial computing technology that facilitates digital
interaction in physical space (for example, "smart" fitting rooms in a clothing
store). (Kotler et al., 2023).

In view of the above, Figure 2 presents the author’s interpretation of
the transformation of modern marketing concepts based on the scientific
views of Kotler et al., taking into account the evolution of modern economies
described above.

DIGITAL
ENVIRONMENT

Digital .
Human-centered = Dlg;tal
. marketing ket
marketing . marketing
havioral) 3 ¢ (technologies (internet
(behavioral) 3.0 for people) 5.0

promotion) 4.0

Digital Digital
marketing Metamarketing marketing
(internet (impressions) 6.0 (technologies

promotion) 4.0 for people) 5.0

XR and METASPACE

Figure 2. Transformation of modern marketing concepts

Source: proposed by the author based on (Kotler et al., 2010; 2016; 2021; 2023).

Figure 2 shows two main types of marketing in the conditions of the
emergence of the impression economy: digital marketing and impression
marketing. Under DM, the author defined the marketing activity of the
enterprise using digital technologies, channels, methods, tools, which allows,
thanks to the presence in both online and offline environments and interactive
interaction with consumers, to develop targeted offers to achieve marketing,
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branding and business goals, in particular: increasing sales, profit, business
profitability, as well as increasing the strength, capital and value of the brand
(Iankovets, 2019, p. 92).

The concept of "experience marketing" is identified by scientists with
the concepts of "emotional marketing" (Bolotna, 2013; Chubukova, Yarenko,
2016), "marketing of emotions" (Radkevych, 2019), "atmospheric marke-
ting" (Chubukova, Yarenko, 2016), "customer experience marketing"
(Schmitt, 2003; Lenderman, 2009; Batat, 2019; Leahy et al., 2022), "empi-
rical marketing" (Lialiuk, 2021), etc. In contrast to the identification,
Radkevych (2019) justifies the difference between these concepts, defining
"emotional marketing" and "experience marketing" as tools for creating emo-
tions and impressions, respectively, as a product, and considers "emotional
marketing" as a branding tool based on emotions.

The same division in understanding the concept of "marketing" is
generally applied by Dainovsky (2024), clarifying problematic issues of
marketing classifications. He distinguishes two options in interpreting the
concept of "marketing" with the use of an additional word in relation to any
type: clarification of the means and/or goals of marketing or the areas of
distribution (what marketing: emotional, atmospheric, etc.); clarification
of the object of marketing (marketing of what: marketing of emotions,
marketing of impressions, etc.).

Kryveshko (2020) defines the place of experience marketing among
event marketing and show marketing, referring it to a communication tool
for building an emotional connection between the consumer and the brand.
Zaitseva and Fursov (2019b) also characterize experience marketing,
complementing it with the feature of innovation. Using the example of a
hotel, scientists distinguish different levels of a hotel product as a commodity
and describe the impressions at each level. Such a practical approach allows
you to create a positive customer experience that forms brand associations
and consumer loyalty.

Sadchenko and Robul (2020) emphasize the financial component in
the concept of "impression marketing" as a way of creating impressions.

In general, for today there are few thorough studies in the field of
experience marketing, presented in the form of scientific articles by domestic
scientists. There are more abstracts of scientific conferences on the topic of
experience marketing, which can be explained by the beginning of its formation
and development in the context of the emergence of the experience economy in
the country. This requires additional discussion, scientific hypotheses, their
confirmation or refutation by empirical research, which takes time. Instead, a
significant number of English-language works in this area have been identified
among foreign authors, which can be explained by the gap in socio-economic
development between countries and, accordingly, the difference in value for
consumers, and therefore the value proposition from companies.
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The study does not emphasize the differences in the listed concepts,
since they all reflect the emotional component of marketing in different ways
and entered scientific circulation during the period of the emergence of the
impression economy. In addition, the authors of the above works, focusing
on the psychological aspect, do not specify the specifics of marketing tools
used in providing impressions in the digital environment. Therefore, in the
future, we will combine the concepts of "impression marketing" and "digital
marketing" into the concept of "metamarketing", which involves the use of
DM methods and tools to create and promote impressions in physical and
digital space. Metamarketing is defined as marketing activities aimed at
generating demand for a company’s product (goods, services, or experien-
ces) as a value proposition in metaspace using digital technologies to engage
customers in interactive interaction, which provides a holistic immersive
customer experience, creates positive, sustainable associations with the
company and brand, and allows for building long-term partnerships and
friendly relationships, which ensures the achievement of strategic marketing
goals and the company’s activities as a whole. The definition specifies the
directions of creation and promotion of impressions, which expands the
possibilities of their identification and application: impressions as a product
and impressions as a way of promotion.

Conclusions

The emergence of the experience economy in the digital environment,
which includes physical and digital space, the emergence of new consumer
segments with new needs, changing patterns of behavior on the digital
consumer journey, the emergence of new markets for digital products and
services, and high customer expectations of brand value propositions have
led to the need to introduce new approaches to interaction with consumers
into the business activities of enterprises. A key requirement for such approa-
ches is to ensure an immersive customer experience based on impressions,
which forms sustainable positive associations with the product, brand, and
company and provides opportunities for sustainable development in the long
term. The strategic areas for ensuring the customer experience of enterprises
include: customer centricity; product design; branding; offer personalization;
experience design; marketing strategies; digital technologies; digital marke-
ting methods and tools.

Identification of impressions for enterprises (producers) and consu-
mers (buyers), substantiation of strategic directions for ensuring impressions
allowed to formulate the principles of the impression economy, to highlight
key technologies, developing areas, and institutions, to formulate the
definition of the "experience economy in the digital environment" proposed
by the author.

The study of the evolution of marketing management concepts from
the late 19th to the early 21st centuries has revealed changes in marketing

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6 118



MARKETING

associated with digitalization and changes in consumer behavior. Based on a
comparison of basic concepts with modern ones, taking into account the
scientific views of Kotler et al., two main types of marketing in the context
of the emergence of the impression economy have been identified: digital
marketing and impression marketing.

For businesses focused on long-term existence on the market and deve-
lopment, improving customer experience in the digital environment is a strategic
goal. To do this, it is recommended to use the latest concept of metamarketing,
which involves physical and digital convergence, providing a more interactive
and exciting customer experience in physical and digital space.

The author’s further research will be devoted to systematizing methods
for creating and promoting impressions for metamarketing purposes.
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ACCOUNTANTS IN THE EU

The relevance of this research stems from
the increased attention to ethical standards in
the EU’s professional accounting field, espe-
cially regarding anti-corruption, conflict of inte-
rest prevention, and the implementation of
transparent reporting practices. Ukraine, on the
other hand, faces limitations in its regulatory
framework and practical tools for ensuring
ethical conduct among accountants. Applying
European experience amid growing risks and
conflicts of interest allows for an assessment of
methods that can strengthen ethical standards in
Ukraine. The main challenge lies in adapting
and implementing European ethical standards in
Ukraine, where institutional structures and a
culture of high ethical standards for accountants
remain underdeveloped. The question is how
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ETUKA [POSECIVNHUX
BYXTAJITEPIB B €C

AxmyansHicms memu 3yMOGNIEHA NIOBUWEHOIO
V6a200 00 eMUYHUX CMAHOapmis y npogecitinii
byxeanmepcokin cgepi €C, 0cobueo 6 KoHmexc-
mi bopomvdU 3 KOPYNYIEI, YHUKHEHHS KOHIKMIB
iHmepecie I 6NPOBAONCEHHS NPO3OPUX NPAKMUK
3gimHocmi. Yxpaiua, 3i ceoeo 60Ky, mae obmedice-
HY HOpMAmugHy 043y ma NpaKmuyHi HCmpy-
Menmu O 3a0e3neueHHs emuyHoi No8ediHKU
byxeanmepig. Buxopucmanms €6poneiicbko2o 0oc-
8I0y 6 YMOBAX 3POCMANHS PUUKIG | KOHMDIIKMIE
inmepecie¢ oac 3mMo2y oyinumu, sKi Memoou
MOCYIIb CIMAmMU OCHOBOIO OISl NOCUTIEHHST emuY-
Hux cmandapmieé 6 Ykpaini. OcHosHOW npooiie-
MOIO € adanmayis ma npoBaOICEHHs. €6PONEUCt-
KUX emuyHux Hopm 6 YKpaiui, Oe incmumyyiina
baza 3amuuaemocs HedOCMamub0 pPO3GUHEHOIO,
a Kyniemypa OOmpuManHs GUCOKUX emUYHUX

Copyright © The Author(s). This is an open access article distributed under the terms of the
Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)

119



ACCOUNTING AND TAXATION

best to integrate the EU’s practices into the
Ukrainian system, given regulatory constraints,
existing risks, conflicts of interest, and insuf-
ficient whistleblower protections. The adapta-
tion of European ethical standards for profes-
sional accountants, together with a suitable
regulatory framework and the development of
transparency institutions, can significantly redu-
ce corruption risks and minimize conflicts of
interest in Ukraine’s accounting field. This
would foster greater trust in the profession and
contribute to economic stability, providing a solid
foundation for business growth and investment.
Measures are proposed for integrating European
experience in professional accounting ethics in
Ukraine. A hypothesis is proposed that the
implementation of EU experience in ensuring high
standards of professional ethics for accountants
will enhance transparency, accountability, and
independence in the accounting profession in
Ukraine, supporting its integration into the
European framework. The research methodology
includes a systematic approach, content analysis,
synthesis, heuristic methods, deduction, and
comparison. Based on the research findings,
measures have been proposed for adopting
European practices to ensure professional ethics
among accountants in Ukraine. Recommendations
include adapting ethical standards to crisis
conditions based on the International Code of
Ethics for Professional Accountants, establishing
an independent oversight body, developing mecha-
nisms for preventing, detecting, and disclosing
conflicts of interest, and implementing anti-
corruption initiatives and anti-money laundering
measures. Additionally, integrating Ukrainian
professional organizations into the European
community, supporting ethics through training and
certification, enhancing corporate social respon-
sibility, and creating a rating system for ethical
violations are also recommended.

Keywords: ethics; professional ethics; ac-
countant; ethics of accountants; compliance with
ethics; ethical principles; conflict of interest; sanc-
tions; European Union; the International Code of
Ethics for Professional Accountants.

JEL Classification: M14, M41, D78, G34.

Introduction

cmandapmis Oyxeanmepie — ciabo copmosana.
Bucsimneno numannsa, ax - imnremenmysamu
navxpawi npaxmuxu €C 6 yKpaincoKil cucmemi,
8PAX08YIOYU 0OMediCeHHs1 Y cepi peynosanis,
HAs6HI pU3uUKu U KOH@IiKmu inmepecie ma
HeOOCMAamHiti  3axucm 6ukpueauie. Aoanmayis
€BPONECHLKUX eMUYHUX CIaHOapmie 0l npoge-
CillHUX ~ Oyxeanmepis, pazom I3  HANEHCHON
HOPMAmMueHoo 643010 ma pO3GUIMKOM THCIMU-
mymie npo3opocmi, 0acmb 3MO2Y  iCIMOMHO
SHUBUMU KOPYNYIUHI pU3uKu ma MiHiMizyeamu
KoH@nixmu inmepecie y Oyxeanmepcwki cehepi
Yxpainu. Lle cnpusmume 3pocmantio 0osipu 00
npogecii ma 3MIYHEHHIO eKOHOMIYHOI cmabib-
Hocmi,  3abe3newyiouy  HAOMIMY — OCHOGY  OJisl
po3eumxy Oiznecy U ineecmuyin. Bucymymo
einomesy, wo énposaddicents 0ocsidy €C wooo
3a0e3neyents: BUCOKUX CIMAaHOApmie npo@eciiHol
emuxku Oyxearmepie cnpusmume NiOBULWEHHIO
npo30poCcmi, NiO36IMHOCMI A  He3ANeHCHOCHI
byxeanmepcoroi npoghecii 6 Vkpaini, niompu-
Mylouu i iHmezpayito 00 €8ponelicbkoco Npoc-
mopy. Memooukoro 0ocniodiceHHs € CUCHeMHUL
nioxio, KOHMeHM-aHANI3, CUHMe3, eBPUCIMUYHUL
nioxio, memoou 0edyKyii ma nopisHsAHHA. 3anpo-
NOHOBAHO 3aX00U OJIsl BNPOBAOICEHHS EGPONENCH-
K020 00C6I0Y Y 3a0e3neyeHHst emuKu npogphecitinux
byxeanmepie 6 Yxpaini. 3okpema ye adanmayis
eMUYHUX CMAaHOapmie GIONOBIOHO 00 KPU30BUX
yMo8 Ha ocHosi MidicHapoOHo20 KodeKcy emuK,
CMBOPEHHs HE3ANeNHCHO20 OpeaHy 3 emuyHO20
HA2NA0Y, PO3GUIMOK MEXAHI3MI8 Ol 3anobieanHs,
BUAGIEHHS MA PO3KPUMMSL KOHAIKMIGE iHmepecis,
peanizayis  aHMUKOPYNYiuHux  iHiyiamue ma
3ax00i6 npomu giomusarisi epowieti. OKpim yvoeo,
NPONOHYEMbCA IHmMe2payist. YKpaiHcokux npoge-
CIUHUX Op2aHi3ayitl 00 €BPONECLKO20 NPOCMOpY,
RIOMPUMKA emuKy Yepe3 HAGUAHHS ma cepmu-
Qirayito, a makoxc po3sUMoOK KOpHopamueHoi
coyianbHol  8I0NOBIOANLHOCME Ma  (POPMYSAHHS.
petimuHzy NOPYWHUKIE emU1HUX HOPM.

Kmouosi croea: etuka; npodeciiiHa eTuka;
Oyxrajirep; eTuka OyXrajirepiB; IOTPUMAaHHS
€THKH{; €TUYHI MPUHIMITHN; KOHQIIKT iHTEepeciB;
caHkuil; €Bponeiicekuii Coro3; MiXHApOTHUIA
KOJIEKC €THKH npodeciiiHux Oyxranrepis.

The relevance of studying the ethics of professional accountants in the
EU and its significance for Ukraine is increasing in the face of global
challenges. By 2050, the world’s population is expected to reach 9 billion,
and climate change will exacerbate all existing problems (Johnson, 2020).
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Professional accountants are expected to contribute to achieving at least 8 of
the 17 Sustainable Development Goals (SDGs), including quality education,
gender equality, decent work and economic growth, reduced inequalities,
responsible consumption and production, climate action, peace, justice and strong
institutions, and partnerships for the goals (United Nations, n. d.). The European
experience in adapting ethical standards in accounting can serve as an essential
benchmark for Ukraine, helping to reduce corruption risks and conflicts of
interest, while fostering a transparent and responsible environment that supports
sustainable development. Strengthening these objectives can contribute to
a resilient economy and significantly advance global development.

Given that the accounting profession generates over USD 550 billion
for the global economy, studies link robust accounting practices with higher
GDP per capita and improved Human Development Index (HDI) metrics
(Johnson, 2020).

The military aggression by the russian federation against Ukraine has
impacted the ethics of professional accountants in Europe, compelling them
to adapt to new demands and responsibilities related to ensuring financial
transparency, business accountability, and compliance with sanctions. In the
accounting sector, European countries have intensified their oversight of
compliance with sanctions imposed on russia and associated entities. This
involves not only the responsibility to block illegal financial flows but also
active participation in ensuring the accountability of companies they work
with to avoid cooperation with sanctioned organizations and individuals.
This has become a new moral obligation, crucial for regional security and the
preservation of European values.

The war’s impact has also highlighted the importance of social
responsibility among European accountants. Europe is currently rethinking
the role of businesses in upholding international justice, peace, and the rule
of law, while countering military aggression and terrorism. Accountants, as
key professionals in finance, are part of a broader initiative to ensure the
ethical conduct of companies striving to avoid working with suspicious or
unethical partners. This includes stricter approaches to due diligence,
maintaining transparency in reporting, and ensuring compliance with legal
regulations. Thus, the European accounting community bears responsibility
for fostering an ethical culture that defends democratic principles and
counters the financing of aggression.

Moreover, the ethical impact of the war has prompted European
accountants to pay increased attention to and exercise greater diligence in
addressing ethical issues in the fields of cybersecurity and information
protection. As the war unfolds not only on the battlefield but also in
cyberspace, amid growing hybrid threats, protecting financial data and
business systems from cyberattacks potentially linked to aggressors has
become a critical ethical imperative. Accountants bear responsibility not only
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to their companies but also to their countries, society, and the international
community at large, safeguarding confidential data from potential threats.

In general, russia’s military aggression and the rising risks and
conflicts have compelled European accountants to deepen their ethical
responsibilities and uphold principles of transparency, accountability, and
security that extend beyond national interests, reinforcing global values
and peace.

A review of academic sources highlights the increasing relevance of
this research. Scholars are delving into issues related to the impact of risks
and conflicts of interest on the professional ethics of accountants, analyzing
educational strategies, and examining the influence of technology on ethical
considerations in this field. For example, "Assessing the Impact of the Giving
Voice to Values Program in Accounting Ethics Education" by Shawver &
Miller (2022), published in the Journal of Business Ethics Education,
investigates how the "Giving Voice to Values (GVV) framework" helps
accounting students develop moral courage and the ability to address
unethical practices, aiming to make ethics education more action-oriented
and impactful.

The accounting profession places significant emphasis on the ethical
integrity of individuals, underscoring the importance of high-quality ethics
education. In his work "Accounting Ethics Education", Mintz (2021)
examines the development of accountants’ education and ethics, noting that
while fundamental objectives have long been established, ongoing research
and refinement of teaching methods remain necessary and relevant in both
academic and professional training. This is also emphasized by authors such
as Oriekhova (2020), Golov et al. (2022), who highlight the importance of
fostering moral accountability.

The use of artificial intelligence (Al) significantly expands oppor-
tunities but simultaneously introduces additional risks in adhering to ethical
principles (Romashko & Korol, 2024). Therefore, it remains a subject of
ongoing debate and is insufficiently explored in academic literature. "Ethics,
Technology, and the Professional Accountant in the Digital Age" by IFAC
(International Federation of Accountants) (IFAC, 2021, April 1) examines
the ethical implications of emerging technologies, such as Al and blockchain,
on accounting practices. The report questions how well current ethical codes
align with these advances and calls for new guidance to address digital
challenges.

Ethical behavior among accountants forms the foundation of
professional activity and influences the level of trust in industry specialists.
At the same time, debates arise regarding the impact of globalization and
cultural differences: different countries may have varying ethical standards,
creating challenges for accountants working in an international environment
and across industries (Kostyuchenko et al., 2021). This raises the question of
the need to unify ethical norms (Dewa et al., 2024) to ensure consistent
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standards of accountability and transparency on a global scale (Bardash &
Kraevsky, 2023). In the book chapter "Building Moral Courage Through a
Wisdom-Focused Accounting Ethics Course," Shaub (2020) highlights the
importance of fostering "practical wisdom" and moral courage in accounting
students. He argues for ethics courses that integrate case studies and practical
exercises, helping future professionals maintain ethical integrity in complex
situations. Professional organizations play a significant role in establishing
ethical standards for accountants and auditors in Europe, making the adoption
of European experience particularly valuable for Ukraine (Kytaichuk, 2024).

Research on ethics in accounting focuses on developing ethical
knowledge and educational practices within the profession (Golofit, 2018),
promoting applied ethical research in the field of preventing and countering
corruption (Mazaraki & Melnyk, 2023), implementing innovative solutions
(Duginets et al., 2024), modernization of the national accounting and auditing
system using digital transformation tools (Shapovalova et al., 2023),
improving the teaching of ethics (Accounting Insights Team, 2024), and
providing professional accounting and auditing communities with resources
to integrate ethical standards and best practices into the work of public
companies, private businesses, and government organizations (Gisby, 2022).

Professional ethics and spiritual intelligence are vital elements of
accountants’ professionalism. Ethics establish behavioral standards that
regulate accountants’ interactions with clients and the public, fostering trust
and accountability. Spiritual intelligence, which integrates physical and
spiritual aspects of an individual, helps accountants think creatively, broadly,
and adapt to change. With spiritual intelligence, accountants can rethink and
improve regulations, leading to more effective work and ethically motivated
decision-making (Wiyarni et al., 2024).

The role of professional accountants in building trust, the ethical
challenges they face, and how the International Code of Ethics for
Professional Accountants helps them overcome these challenges (IFAC,
2018) will always remain relevant topics for discussion. Current publications
highlight trends in the evolving landscape of ethics in accounting,
particularly in response to technological changes, emerging risks and
conflicts of interest, and the growing need for educational innovations and
solutions to pressing issues. One major unresolved issue in the professional
ethics of accountants in EU countries is balancing accountant independence
with external pressure. Despite the existence of high ethical standards and a
developed international code, accountants in practice often face influence
from company management, clients, or even government bodies. Such
pressure can lead professionals to compromise their ethical standards,
especially in areas like auditing, reporting transparency, detecting financial
violations, compliance with sanctions, and more.

Research Hypothesis is borrowing the experience of EU countries in
maintaining and ensuring high standards of professional ethics for accounttants
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will enhance transparency, accountability, and independence in the accounting
profession in Ukraine. This is particularly critical as Ukraine integrates into the
European space amid modern challenges such as war, corruption, international
sanctions, and heightened business reporting requirements.

This hypothesis can be tested by examining how specific practices and
ethical standards implemented in EU countries can be adapted to the
Ukrainian context. This would strengthen ethics in the accounting profession
and reduce the risk of ethical violations under conditions of uncertainty and
conflicts of interest.

The aim of the research is to outline the positive experience of EU
countries in supporting and ensuring high standards of professional ethics for
accountants in modern conditions, which can be successfully implemented in
Ukraine.

To achieve this aim, the following tasks, corresponding to the
structure of the main part of the research, were formulated, such as: the first
section describes the theoretical foundations and principles of professional
ethics for accountants outlined in the International Code of Ethics for
Professional Accountants and the dynamics of their changes; the second
section presents the results of the analysis of the practices and initiatives of
EU countries in supporting and enhancing ethical standards for professional
accountants; the third section defines how russia’s military aggression,
international sanctions, and new financial transparency requirements have
affected ethical standards and practices in accounting in EU countries; the
fourth section is devoted to assessing the potential for implementing
the experience, unique and most effective practices, and ethical standards of
EU countries in the accounting profession in Ukraine. The conclusions set
out proposals for improving the ethical standards of accountants in Ukraine.

These tasks aim to structure the research and identify how the
experience of EU countries can be utilized to support professional ethics for
accountants in Ukraine.

The research methods include analyzing scientific literature and
regulatory acts, conducting a comparative analysis of standards, employing
a systematic approach to assessing the experience of European countries,
performing content analysis of professional organizations’ activities,
synthesizing best practices for maintaining high ethical standards, using
deduction and comparison to evaluate the potential for adapting European
experience in Ukraine, and applying a heuristic approach to formulating
conclusions and assessing the results of implementing European best
practices in the Ukrainian context. These methods enable the systematization
of European countries’ experiences and an assessment of the feasibility of
implementing effective practices in Ukraine to ensure compliance with high
standards of professional ethics for accountants amidst modern challenges.

The article examines the requirements and key changes introduced to
the International Code of Ethics for Professional Accountants; the features,

124 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 6



ACCOUNTING AND TAXATION

experiences, and initiatives of European countries in supporting professional
ethics for accountants; current challenges, military conflicts, and sanctions
that have influenced ethical standards and practices in accounting in EU
countries, including associated risks; and key aspects of the European
experience in ensuring accountants’ ethics, offering practical recommend-
dations for Ukraine.

1. The International Code of Ethics for Professional Accountants

The International Code of Ethics for Professional Accountants
(Including International Independence Standards) (IFAC, 2018) sets out the
key ethical principles that professional accountants should adhere to. The
Code reflects the profession’s commitment to protecting the public interest,
emphasizing the need for transparency, integrity, objectivity, competence,
confidentiality and professional conduct. The five fundamental ethical
principles for professional accountants include: integrity — being honest and
straightforward; jbjectivity — maintaining impartial judgment free from bias,
conflicts of interest, or undue influence; professional competence and due
care — upholding high standards of knowledge, skill, and diligence;
confidentiality — respecting the confidentiality of information acquired in
professional contexts; and professional behavior — adhering to relevant laws
and standards, acting in the public interest, and avoiding any conduct that
could bring discredit to the profession (Figure).

Professional
Behavior

Objectivity

THE FUNDAMENTAL
PRINCIPLES OF THE
INTERNATIONAL
CODE OF ETHICS
FOR PROFESSIONAL
ACOUNTANTS

Professional
Competence
and Due Care

Confidentiality

Figure. Five fundamental principles of the International Code
of Ethics for Professional Accountants

Source: compiled by the authors on the basis of (IFAC, 2018).

In accordance with the conceptual framework, the Code provides
guidance for identifying, evaluating and addressing potential threats that may
compromise compliance with these ethical principles or affect the account-
tant’s independence. The guidance includes tools for assessing risks, such as
conflicts of interest, pressures from clients or the work environment.
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Depending on the circumstances, the Code provides steps that may range
from eliminating the threat to implementing safeguards that help maintain the
accountant’s professional objectivity. The Code is continually updated to
reflect new professional standards, changes in technology, and new
challenges in the areas of transparency and accountability.

The Handbook of the International Code of Ethics for Professional
Accountants (including International Independence Standards) has under-
gone significant updates over the years, aimed at enhancing ethical standards
for accountants worldwide.

In 2020, the handbook included key revisions such as updates to
Part 4B to align with the IAASB’s standards on assurance engagements and
adjustments to promote a professional mindset, emphasizing the ethical
expectations of accountants in Sections 100, 110, 120, and 220. These chan-
ges aimed to strengthen the focus on ethical responsibility and the mindset
required of accountants in a complex financial environment.

By 2022, updates included changes related to non-assurance services
(NAS), fee-related provisions, and the objectivity of engagement quality
reviewers (EQR). Additionally, quality management amendments were
added to align with the IAASB’s standards on quality management.

The 2023 Handbook of the International Code of Ethics for Profes-
sional Accountants Published by the International Ethics Standards Board for
Accountants (IESBA) (IESBA, 2023, September 19) reflects recent changes,
including modifications to align with the International Auditing and
Assurance Standards Board’s standards and new provisions emphasizing the
roles and judgments expected of professional accountants. Notably, it inclu-
des updates to the definition of "engagement team" in the Code to align with
changes to the same term in the [AASB’s International Standards on Auditing
(ISAs) and International Standards on Quality Management (ISQMs).

Key changes include updated and enhanced requirements regarding
objectivity in quality reviews, guidance on fee-related matters, and rules for
providing non-assurance, non-financial advisory services. Implementation of the
following updates is scheduled for December 2024, including the revised definition
of "public interest entity" (PIE), changes to the definitions of "audit client" and
"group audit client" arising from the updated definitions of "listed entity" and PIE,
as well as provisions related to technology (IESBA, 2023, September 19).

The upcoming 2024 Handbook (IESBA, 2024, August 29) includes
updates such as changes to the definition of "public interest entity," now
encompassing a broader range of mandatory categories, including a new
category of "publicly traded entity" replacing "listed entity", and revised
definitions of "audit client" and "group audit client". It also introduces
provisions regarding the use of modern technologies. At the end of the
handbook, IESBA-approved amendments to the Code are outlined, which
will come into effect after June 2025 and include provisions on "Tax
Planning and Related Services".
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In the 2024 Handbook of the International Code of Ethics for Professional
Accountants, the International Ethics Standards Board for Accountants (IESBA,
2024, August 29) introduced updates related to technology. These changes
expand the existing Code of Ethics, considering the growing impact of technology
on the work of professional accountants and auditors.

The key provisions regarding technology include new requirements
for accountants to address specific ethical risks associated with the use of
technology. In particular, these provisions focus on data confidentiality, the
need for proper information protection, and ensuring the reliability and
accuracy of data in processes undergoing automation and digitalization. The
Board emphasizes the importance of maintaining objectivity and professional
competence, especially in the application of artificial intelligence and ana-
lytics technologies. These updates were developed in response to modern
challenges in the field, such as cybersecurity and the ethical use of data,
which are critically important for accountants and auditors increasingly
relying on automated tools. The amendments aim to enhance ethical profess-
sional conduct in accounting, ensuring greater alignment with contemporary
working conditions.

2. Experience of European countries in supporting professional
ethics of accountants

The review of the EU countries’ experience in supporting and
maintaining high standards of professional ethics for accountants encom-
passes a wide range of sources. These include descriptions of legislative
requirements, practices of professional organizations, and initiatives aimed
at implementing ethical standards and responsible business practices.

A foundational aspect is compliance with legislative requirements and
EU Directives on accounting and auditing, particularly regarding principles
of transparency, accountability, and responsibility. Regulatory demands
contribute to improving the quality of accounting information and fostering
trust in the profession through stringent requirements for auditor inde-
pendence (Semenova & Shapovalova, 2021).

Professional organizations, such as Accountancy Europe, ACCA,
ICAEW, and national associations like FAR in Sweden and Wirts-
chaftspriiferkammer in Germany, play a key role in upholding ethics (Zaucha
et al., 2024). Significant attention is given to how these organizations
implement the IESBA International Code of Ethics for Professional Accoun-
tants, promoting integrity, objectivity, and independence among profess-
sionals. Their role is considered essential for maintaining high ethical stan-
dards amid global integration and increased international accountability for
accountants (Accountancy Europe, 2024).

EU countries actively support the development of an ethical culture
through the promotion of ESG reporting and sustainable development. This
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is particularly evident in the Netherlands and Sweden, where accounting
associations encourages professionals to integrate social and environmental
aspects into financial reporting. Studies emphasize that incorporating sustain-
nability into the profession aligns with ethical standards and enables accountants
to act as agents of change in society (Accountancy Europe, 2024).

Anti-corruption initiatives and anti-money laundering measures are
widely implemented across EU countries, providing valuable insights for
Ukraine. For instance, Germany and France employ robust control measures to
combat financial crimes. These initiatives not only support ethical behavior
among accountants but also ensure proper oversight by the state and profess-
sional organizations, enhancing trust in the profession (IFAC, 2021, April 1).

The importance of international coordination is underscored, as
Accountancy Europe, in partnership with IFAC, works toward implementing
unified ethical standards across Europe. This ensures the harmonization of
standards and approaches to ethics among EU member states, fostering a
cohesive professional culture among accountants (Panteleiev, 2020).

Alongside global trends, European countries demonstrate unique
approaches to supporting accountants’ ethics, reflecting their legislative
traditions, cultural mindset, economic development levels, and experience in
corporate transparency (Table 1).

Table 1

Overview of EU Countries’ Experience in Supporting and Ensuring High
Standards of Professional Ethics for Accountants

Country Feature Ethical initiative

Germany In Germany, the Federal Chamber of Accountants must follow strict rules of
Auditors (Wirtschaftspriiferkammer), objectivity, requiring independence from the
which regulates the activities of auditors companies they audit. In addition, Germany
and accountants, plays a significant role in | places great emphasis on confidentiality and
upholding the ethics of accountants. The data security, which is especially important
country has one of the strictest systems of | in the face of global cyber threats
control over compliance with ethical
standards

France In France, there is a significant emphasis These organizations oblige professionals to
on the professional training of accountants | adhere to a Code of Ethics, as well as
through the National Council of specific requirements for independence.
Accountants (Ordre des Experts- France also has strict standards for the
Comptables) and the Compagnie transparency of financial reporting, which
Nationale des Commissaires aux Comptes | helps prevent corruption and fraud. Profes-
(CNCC), which oversees the audit sional standards focus on social respon-

sibility, especially in public procurement and
companies with public participation

Italy Italy has a specific system of professional The CNDCEC actively supports anti-
ethics, regulated by the National Council of corruption initiatives and obliges its
Accountants (Consiglio Nazionale dei Dottori | members to comply with the rules of ethical
Commercialisti e degli Esperti Contabili, conduct in all aspects of financial reporting.
CNDCEC) and other associations. These Italian accountants must also adhere to high
organizations implement ethical standards standards of objectivity and integrity,
aimed at increasing transparency and especially in public sector reporting
preventing corruption
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accounting and auditing standards in Europe
and the world. Organizations such as the
Institute of Chartered Accountants in
England and Wales ICAEW) and the
Association of Chartered Certified
Accountants (ACCA) set strict requirements
for the ethical training of accountants,
including mandatory certification and
continuing education

End of Table 1
Country Feature Ethical initiative
Austria Austria has a strong system of control over KSW actively promotes the maintenance of
the professional ethics of accountants, high ethical standards through regular audits
regulated by The Austrian Chamber of Tax and mandatory training to maintain the license.
Advisors and Public Accountants (KSW), KSW also monitors compliance with the
Institute of Austrian Chartered Accountants | provisions on confidentiality, objectivity and
(IWP). These organizations regulate avoidance of conflicts of interest, which is of
mandatory certification and professional great importance for the local market. A
training for accountants and auditors. system of disciplinary measures in case of
Accountants in Austria must adhere to violation of ethical standards guarantees the
standards based on the international [IESBA accountability of accountants to society
Code of Ethics
Sweden In Sweden, there is a strong focus on In Sweden, accountants must adhere to the
transparency and ethical responsibility principles of independence and responsibility.
in the corporate sector. The Swedish Institute | The FAR introduces recommendations on
of Chartered Accountants (FAR) is business transparency and ethical management.
implementing rules to strengthen the role There is also increased attention to social
of ethics in accounting and auditing responsibility, including environmental
reporting and sustainable development
Netherlands | The Netherlands is one of the leading EU The Netherlands actively supports the ideas of
countries in ensuring financial transparency. | sustainable development and corporate social
The Royal Institute of Chartered responsibility, and accountants must take these
Accountants (NBA) sets high ethical principles into account in financial reporting.
standards and offers support for the Accountants are also provided with additional
professional development of accountants support to increase the level of transparency
and combat money laundering. The NBA
places particular importance on client
confidentiality and ethical independence
Spain In Spain, the role of professional ethics in The ICJCE introduces educational programs
accounting is monitored by the Institute of that focus on ethical training and objectivity
Chartered Accountants of Spain (ICJCE). of auditors. Special emphasis is placed on
This organization ensures compliance with combating conflicts of interest and auditor
ethical requirements and obliges members independence to maintain confidence in
to adhere to a Code of Ethics that is aligned financial reporting. Spain also includes
with the international standards of [IFAC elements of corporate social responsibility
and IESBA in the professional training of accountants,
contributing to raising standards of
transparency and social responsibility
Denmark In Denmark, the professional ethics of Denmark has strict requirements for the
accountants are regulated by the Danish education and training of auditors to ensure that
Auditing Board (FSR), which is responsible | they comply with ethical standards. Particular
for certification and maintenance of ethical attention is paid to the disclosure of conflicts
standards. Danish legal requirements take of interest and independence, as well as
into account the provisions of the monitoring the quality of auditors’ work. The
international standards of IESBA and IFAC, | FSR also organizes events to exchange best
promoting the professional independence practices to support ethical behavior,
and responsibility of accountants transparency and social responsibility
United The United Kingdom (although no longer a The organizations require accountants to
Kingdom member of the EU) has a major influence on | adhere to the IFAC Code of Ethics and have

established standards that help avoid conflicts
of interest and ensure the independence of
auditors. The well-known “Principle of
Reliability” requires accountants to always put
the public interest above their own

Source: compiled by the authors on the basis of and processing (Accountancy
Europe, 2024; IFAC, 2021, April 1; Zaucha et al., 2024; Kytaichuk, 2024; Shaub, 2020;
Panteleiev, 2020).
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Thus, the EU’s experience in supporting the professional ethics of
accountants encompasses both legislative and organizational mechanisms
aimed at ensuring high-quality services, transparency, and accountability.
Each country has its specific initiatives tailored to local needs and national
requirements, which can serve as valuable insights for Ukraine in improving
its own system for supporting professional ethics in accounting and auditing.

3. Modern Challenges Impacting Ethical Standards and Accounting
Practices in EU Countries

Ethical standards for professional accountants in the EU have gained
significant importance in the face of global challenges such as economic
instability, wars, sanctions, climate change, stricter anti-money laundering
requirements, and new cybersecurity threats. War and sanctions have intensified
the need for transparent and accountable reporting to prevent corruption and
maintain economic stability in conditions of restricted market access.

European countries also face difficulties in ensuring the professional
ethics of accountants. In some regions and countries, corruption and lack of
transparency are relatively widespread, significantly complicating compli-
ance with ethical standards. The shortcomings and inconsistencies in legisla-
tion across certain jurisdictions regarding the oversight of ethical compliance
hinder the implementation of effective control mechanisms.

In Europe, there is an increasing emphasis on disclosing non-financial
and diverse types of information, with new directives and standards on non-
financial reporting and sustainability reporting coming into effect. Climate
change necessitates the enhanced adoption of ESG reporting. All this
increases the obligations of accountants regarding sustainable development
and accountability for the environmental impact of companies, preventing
distortions and abuses in the form of greenwashing (Semenova, 2024).

Technological challenges, including cyber threats, highlight the need
to maintain confidentiality and ensure the reliability of financial data
(Bondarenko & Sytnichenko, 2023), which is especially important in
the digital age when financial violations can lead to global consequences. The
use of automation and artificial intelligence also adds challenges, as it
reduces opportunities for critical judgment and integrated thinking (Korol,
2024), which is essential for integrity.

At the same time, conflicts of interest that often arise in connection
with the advisory functions of accountants require improvements in
regulatory measures to preserve independence and objectivity. In crisis
conditions, such as war or sanctions, accountants face additional pressure,
which sometimes necessitates compromises in reporting. Insufficient support
from professional organizations, particularly in the form of training and
monitoring, also weakens adherence to standards.
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The critical analysis of the uniqueness of the experience of European
countries in ensuring ethical standards for accountants covers several aspects.
First, some experts believe that EU approaches are excessively regulated,
creating a significant administrative burden on accounting firms, especially
small companies. Requirements for transparency, constant reporting, and
strict adherence to standards can be burdensome and excessively costly.
Moreover, despite the introduction of high ethical standards, including the
International Code of Ethics for Professional Accountants (IESBA Code),
conflicts of interest and even corruption still occur, which indicates possible
limitations in the effectiveness of existing tools.

Another aspect of criticism concerns the implementation of ethical
standards, which are often insufficiently adapted to the local cultural and
economic conditions of individual EU member states. Unified requirements
do not always take into account the peculiarities of national labor markets,
which may lead to formal compliance without real improvements in ethical
practices. Additionally, dynamic challenges such as cybersecurity and
privacy protection, which have become particularly relevant with the
development of technology, have exposed the insufficient readiness of some
European systems to make rapid changes and adaptations.

4. The impact of sanctions and the risks of military conflicts on
the adherence to ethical principles by European accountants

Sanctions against russia and the war it has waged against Ukraine have
significantly impacted the professional ethics of accountants in the European
Union, as they have changed the conditions and approaches to accounting
practices. Key aspects of this impact relate to ensuring transparency,
objectivity, accountability to society, and the necessity of complying with
sanctions legislation. Professional accountants and auditors must carefully
evaluate business transactions to ensure that companies comply with
sanctions restrictions while adhering to international ethical standards.
Sanctions also create challenges regarding objectivity and independence, as
they require assessing counterparties for potential sanctions risks or deciding
whether to terminate cooperation with certain clients, which may create a
conflict between the company’s commercial interests and ethical requi-
rements. In EU countries actively supporting the sanctions regime, European
accounting associations provide special recommendations for accounting
sanctions risks, helping accountants develop transparent reports and avoid
activities that could lead to violations of sanctions (Kytaichuk, 2024).
Therefore, the European experience in this area is very valuable for Ukraine
(Table 2).
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Table 2

The European Experience in Overcoming Military Risks, Sanctions, and Conflicts
of Interest, and Ensuring Proper Ethical Standards for Accountants

Key aspects European experience in overcoming challenges and threats from military risks,
of ensuring the ethics sanctions and conflict of interest
of accountants
Transparency and European accountants are required to ensure that their clients do not violate
accountability in sanctions restrictions. This includes thorough due diligence on counterparties for
reporting their involvement in the russian market or connections to sanctioned entities.

Professional accounting bodies in the EU have developed guidelines for auditors
and accountants to help them work responsibly in the new environment.
Ensuring transparent reporting under sanctions is an important requirement,
which is important for maintaining public trust in the accounting profession

Maintaining The sanctions have presented European accountants with the ethical challenge
independence and of balancing the commercial interests of clients with compliance with sanctions
objectivity legislation. Professional associations in EU countries (e.g. Germany, France and

the Netherlands) stress the importance of auditors’ objectivity and independence
in order to avoid situations where auditors may be subject to pressure from
clients seeking to avoid the consequences of sanctions

Social Responsibility The war has also prompted the European professional community to reconsider
its ethical principles in light of social responsibility. The stance of many
accounting firms in supporting Ukraine is significant, including ceasing work
with clients in russia and adopting a zero-tolerance policy towards supporting
the aggressor. These measures are not only a response to sanctions, but also a
clear desire to support social justice

Updating Ethical EU countries adhere to international standards such as the IFAC Code of Ethics,
Standards and but are also constantly adapting them to new challenges. For example, the UK
Adapting to Modern and Germany have developed additional standards for digital ethics and ethics in
Challenges and the context of technological transformation. This includes restrictions on the use
Changes of artificial intelligence and new recommendations on cybersecurity in the
financial audit sector, which contribute to data protection and confidentiality

Support from Professional bodies such as Accountancy Europe and other national associations
Professional provide support, guidance and recommendations for working under sanctions.
Organizations They provide accountants with specific guidance on managing risks related to

war and sanctions, helping them make ethically responsible decisions

Source: compiled by the authors on the basis of and processing (Johnson, 2020; Shawver
& Miller, 2018; Golov et al., 2022; IFAC, 2021; Fomina et al., 2022; Korol et al., 2024;
IESBA, 2024, August 29; Kytaichuk, 2024).

Thus, the European experience in ensuring the ethics of accountants in
times of military risks, sanctions and conflicts of interest is based on several key
aspects: transparency and responsibility in financial reporting, independence
and objectivity in work, social responsibility, updating ethical standards in
accordance with modern challenges, as well as constant support from
professional organizations. These factors strengthen the role of accountants in
ensuring reliability and integrity in financial matters, help reduce corruption
risks and increase confidence in the financial system in crisis situations. Ukraine
can borrow European approaches to transparency under sanctions by developing
clear guidelines for accountants to do business with companies that potentially
violate international law. Thus, the adaptation of EU best practices in Ukraine
will help accountants to work responsibly, minimizing risks and ensuring ethical
transparency in modern conditions.
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5. Key aspects of European experience in ensuring the ethics
of accountants: practical recommendations for Ukraine

In order for Ukraine to successfully adapt the best European
experience in supporting and ensuring high standards of professional ethics
for accountants, it is necessary to implement a number of specific steps aimed
at strengthening the role of professional standards and ethical training of
specialists. The proposed specific measures and steps for implementation in
Ukraine are presented in Table 3.

Table 3

Introduction of European experience in ensuring the ethics of professional

accountants in Ukraine

Measures and steps

Characteristics

Introduction of ethical
standards based on the
International Code of
Ethics for Professional
Accountants (IESBA
Code)

Many EU countries have adapted this code, which sets high ethical standards for
accountants. The use of such a code ensures the unity and universality of
standards, as well as clear requirements for transparency, objectivity,
confidentiality and professional conduct. Supplementing at the national level
regulatory documents, regulations, instructions, explanations that would
accompany the implementation of the IESBA Code will help Ukrainian
accountants work according to international standards, which will contribute to
transparency and increase trust in the financial statements of Ukrainian companies
at the international level. This is especially important for attracting foreign
investment, as investors will be able to rely on a high level of ethics in financial
reporting

Establishment of an
independent ethical

In European countries, independent ethical oversight bodies are effective, which
verify the quality of accounting and auditing services provided and compliance

oversight body with ethical standards. For example, in the Netherlands, the AFM (Dutch
Authority for the Financial Markets) and in the UK, the FRC (Financial Reporting
Council) independently supervise compliance with ethical standards for
accountants and provide mandatory investigation of violations, which
significantly increases the level of responsibility of accountants and auditors
Adaptation of ethical Given the experience of EU countries that have special provisions for working in
standards to crisis crisis situations, it is important for Ukraine to develop instructions for accountants
conditions in situations where standards may be difficult to apply due to war or sanctions

restrictions. This will help maintain trust in the profession and adhere to ethical
standards even in difficult political and economic situations

Development of
mechanisms to reduce
and prevent conflicts
of interest

The introduction of mandatory rotation of auditors and the companies they work
with can significantly reduce the risk of conflicts of interest, which is a common
ethical problem in the profession. In the Netherlands, for example, laws require
regular changes of audit firms for large enterprises, which creates additional
protection against potential pressure on auditors. Ukraine should also consider the
possibility of establishing independent ethics committees in large companies to
verify the actual rotation of auditors through ties to related parties, to review and
help resolve conflicts of interest, providing accountants with protection from
external pressure from management or clients

Obligation to disclose
conflicts of interest

European standards require professional accountants to identify and disclose
possible conflicts of interest, which reduces the risk of unethical behavior. This
promotes transparency and allows clients and stakeholders to be confident in the
accountant’s impartiality

Anti-corruption
initiatives and
combating money
laundering

The EU Anti-Money Laundering and Anti-Corruption Directives oblige the
accounting profession to report suspicious financial transactions, including
through special reporting channels. This reduces risks for accountants and
contributes to the stability of the financial system. Similar requirements are
enshrined among the responsibilities of the chief accountant in the Law of
Ukraine "On Accounting and Financial Reporting in Ukraine", but there is a need
for clearer explanations for all accounting and reporting professionals
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End of Table 3

Measures and steps Characteristics

Integration of Participation of Ukrainian accounting associations in organizations such as
Ukrainian professional | Accountancy Europe will help Ukraine integrate its ethical standards into the pan-
organizations into the European context. This will allow Ukrainian accountants to be competitive at the
European space international level, and will also facilitate access to up-to-date information and
resources on ethics. Many EU countries have long coordinated their ethical
standards at the European level, which helps to create a consistent approach to
accounting, reporting and auditing. Ukraine should involve its professional
community in such international initiatives in order to borrow innovative
approaches in a timely manner

Supporting Professional ethics training programs are an integral part of accountants’ training
professional ethics in many European countries, such as France and Germany. Ukrainian professional
through training and associations should organize mandatory refresher courses for accountants and
certification auditors, focusing on ethical dilemmas, social responsibility and reporting on

environmental, social and governance aspects (ESG reporting). European
organizations actively support such training programs and certification to
improve professional ethics, which helps accountants better understand new
standards and be prepared for ethical challenges. This will not only improve the
qualifications of specialists, but also contribute to the formation of a responsible
professional community in Ukraine

Supporting European countries, such as France, support high ethical standards through
transparency through requirements for social responsibility and ESG reporting, which reflects the
the development of impact of companies on society and the environment. Ukraine should encourage
corporate social accountants and companies to implement similar standards, which will ensure
responsibility transparency, increase investor and public confidence, and promote responsible
business conduct
Forming a rating and Forming a rating and blacklist of accountants who have violated ethical standards
blacklist of violators increases transparency and accountability in the profession. This allows clients to
of ethical rules avoid unscrupulous professionals, motivates accountants to adhere to standards,

and makes it easier for regulators to monitor ethical compliance. For Ukraine, the
introduction of such tools based on European experience would help strengthen
trust in the profession

Source: compiled by the authors on the basis of and processing (Bardash et al., 2023;
Kytaichuk, 2024; Gisby, 2022; Bezverkhyi & Poddubna, 2023; Umantsiv et al., 2023;
Fomina et al., 2022; IESBA, 2024, August 29; IFAC, 2018).

Thus, by adapting advanced European experience, Ukraine will be
able to create a sustainable system of supporting ethical standards in
accounting, which will increase trust in the profession both at the national
and international levels.

Conclusions

In the research of accountants’ professional ethics, unresolved issues
remain related to the adaptation of ethical standards to modern challenges,
such as globalization, digitalization, the use of artificial intelligence, as well
as new reporting requirements for environmental, social and managerial
(ESG) criteria. Also conflicts of interest and the independence of accountants
are important, who often face pressure from clients or work in a highly
competitive environment, which makes it difficult to ensure their real
independence. It is especially difficult to maintain ethics in political and
economic crises, including wars and sanctions, when ethical standards must
be adapted to new circumstances. A separate problem is strengthening the
role of accountants in ensuring social responsibility and transparency of
reporting, which is important for compliance with ESG standards.
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The value of European experience is important for the implementation
and realization of Ukraine’s European integration aspirations in ensuring
high standards and requirements for professional ethics of accountants.

Problems and difficulties in ensuring proper professional ethics of
accountants in the EU countries are mainly associated with non-compliance
with regulatory requirements and, as a result, with scandals in the field
of audit and confirmation of quality and reliability, conflicts of interest in
working with state-owned companies, money laundering, non-compliance
with sanctions, cyber attacks, as well as insufficient effectiveness of the
ethical supervision and control system for timely detection of fraud. Another
problem is the difference in cultural and economic characteristics in the EU
countries, which affects the uneven level of implementation and compliance
with ethical standards. All this shows that even high ethical standards do not
always guarantee compliance with professional ethics in practice, especially
in the face of rapid changes and new challenges. Therefore, it is necessary to
improve and adapt ethical standards, providing a more flexible approach to
their implementation in different EU countries, including Ukraine.

The introduction of European experience in Ukraine in ensuring ethical
standards for professional accountants is an important step towards improving
the quality and transparency of financial services. The inclusion of ethical
standards developed on the basis of the International Code of Ethics (IESBA
Code), the creation of an independent ethical oversight body, the adaptation of
standards to crisis conditions, the development of mechanisms for preventing
conflicts of interest and the mandatory disclosure of such conflicts — all this
contributes to increasing confidence in the accounting profession and streng-
thening the reliability of financial reporting. Initiatives that include anti-
corruption measures, anti-money laundering, the development of corporate
social responsibility and the formation of ratings of ethical violators are the basis
for building a modern, stable ethically oriented accounting system. These
recommendations also contribute to deeper integration of Ukrainian profess-
sional organizations into the European space and increase their professional
level, which, in turn, will strengthen the stability and transparency of the
Ukrainian economy in the face of modern challenges.

Prospects for further research are a deeper analysis of the effectiveness
of ethical supervision and the integration of new technologies in ensuring the
ethics of the accounting profession in Ukraine in the face of modern
challenges and threats.
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