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Strategic Planning Perspectives to Support Value Chain
Management in Tourism Sector (The Case of Kazbegi
Municipality)

Giuli Keshelashvilit
Babulia (Dodo) Mghebrishvili?

Mariam Jibuti®

Abstract: The article shows the results of the field research in one of the
most popular tourist destinations in Georgia, Kazbegi municipality. More
specifically, the research assessed (1) movement of population, goods,
services and other flows related to tourism sector; (2) tourist resources of
the municipality; (3) characteristics of population and business sector
concentration. The paper states that in order to achieve more rapid
development of the municipality the following strategic policy approaches
should be implemented: (1) arranging infrastructure by orienting to the
centers of the municipality. For the development of the real economy
sectors in the municipality it is necessary to establish functional centers,
such as "agricultural”, "forestry", "urbanized", "processing production" and
others. These sectors should become part of the value chain of tourism
sector and create additional services and variety of experiences for tourists;
(2) strengthen the connection between Gudauri and Stepantsminda during
the summer season to reduce the seasonality of the resorts; (3) Connect
"core areas" with the centers of nearby territorial units. Those villages
should become a source of creative tourist activities, fresh organic
products, experiences on farm, culinary master classes on local cuisine,
etc.
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Introduction

Companies decide where to start or develop their business activities
considering many factors that ultimately determine profitability. The
profitability of economic activity for certain sectors largely depends on the
availability of raw materials and the minimization of costs during the sale of
final products. In such a case, the high value/price of the final product
compared to the raw material gives the business entity an incentive to
make a decision in favor of proximity to the sales markets. As a result,
there is a tendency to concentrate economic activity in densely populated
areas. The limitation of resources and demand, low access to services in
rural areas, increase the price of starting a business in such places,
creating incentives to settle in the city, as a result of which populated cities
gradually grow and develop. This trend is an important challenge for
promoting equal development of territorial units. The problem is especially
relevant in the highland regions, where the population lives seasonally and
their main source of income is the tourism sector. In such territorial units,
there is an acute problem of business diversification and population
migration from non-tourist areas. In response to the problem, it is critically
important for policy makers to properly plan to promote the inclusion of all
settlements in the process of value creation in the field of tourism, to
redistribute their roles and functions, and to create more connections
between settlements as well as between suppliers of tourism products and
services.

Value chain connects the raw material producers, middlemen,
processing enterprises, sales markets, service providers and different
parties, whose activities promote competitiveness of one another at
marketplace and its maintenance through introduction of innovations in the
processes of value chain. Value chain management is the instrument of
strategic business analysis and planning that is used for coordination of the
value chain components and resources. Effective management of value
chain directly affects profitability of the involved stakeholders and
satisfaction of consumers (Keshelashvili, 2018). The local and central
government stakeholders should be focused on supporting development on
value chain is tourism sector through involvement of central and peripheral
settlements.

Methodology

The research objective was to show the perspectives of strategic
planning and the opportunities for various settlements to benefit from the
tourism sector by developing the value chain, using the results of the
gualitative research conducted in Kazbegi municipality. In order to achieve



the objective various research methods were implemented: analysis,
synthesis and comparison methods; “case study”, quantitative
(questionnaire survey) and qualitative research tools (semi-structured in-
depth interviews and focus group meetings).

In order to evaluate the existing economic relations between the
settlements, as well as the directions of movement of population, goods,
services and other flows, and to identify development opportunities in
Kazbegi municipality, we conducted a quantitative and qualitative field
research. In the process of the research, the opinions and assessments of
the local population and business entities were studied. Representatives of
local self-government and non-governmental organizations, representatives
of the Ministry of Regional Development and Infrastructure of Georgia,
various government departments and agencies involved in the tourism
development policy, industry experts, etc. were interviewed.

Results and Discussion

In order to analyze these processes, we studied Kazbegi
municipality. We evaluated (1) the direction of movement of population,
goods, services and other flows; (2) municipal resources; (3) characteristics
of population and business sector concentration.

Kazbegi Municipality is located in the extreme northern part of
Georgia. In total, there are 47 villages in Kazbegi municipality, however,
more than half of them are not inhabited by permanent residents. In some
villages, the population returns only during the summer season. The
municipality occupies a strategic place, close to the Russian Federation in
terms of conducting trade and tourist flows. Vladikavkaz is only 45
kilometers away from Stepantsminda.

The main large employers of the population are: local self-
government bodies and state organizations providing public services. In the
municipality, we find large, small and medium-sized hotels, cafes, bars and
restaurants, shops, small-sized, often family-owned firms providing tourist
services.

The main part of business entities registered in Kazbegi municipality
operates in the territory of Stepantsminda and Gudauri, which is caused by
high tourist activity in these territorial units. In addition to business entities
involved in the tourism sector, trade businesses are also distinguished by
their concentration in central areas. This is due to the number of local
residents along with tourists: highly populated areas generate high
demand, and opening trade facilities seasonally is profitable whereas in
less populated areas opening such places is unprofitable.



Kazbegi municipality has a distinct advantage of being close to the
capital. The highest demand from the tourists in the capital is for Kazbegi
tours, which should reflect the economic situation of the local population. A
concentration of incomes and standard of living of local people are as
concentrated as business entities. Residents of settlements located nearby
but not in tourist centers are less involved in the process of receiving
benefits from the tourism activities.

On-site research showed that the most populated areas of the
municipality are located near the central road and have access to connect
with other populated areas. It is possible to connect two main touristic
towns (Stefantsminda and Gudauri) in such a way that other settlements
are also involved in economic activities. As a result, the settlements nearby
the road from Stepantsminda to Gudauri will benefit.

34 business sector representatives and 71 local people were
interviewed with the questionnaire. Among other relevant topics, the
questions aimed to identify the degree of cooperation between the local
population and the business sector.

The field study in the municipality showed:

e Despite the fact that touristic sightseeing are scattered all over
the municipality, tourists mostly use hotels in Stepantsminda
and Gudauri as a place to spend the night. Residents of other
settlements receive very little benefit from the development of
tourism in the municipality and their involvement in the sector
is alsovery low. 78% of the surveyed population who do not
live in tourist centers indicated that they did not benefit from
the development of tourism at all.

e The population that returns seasonally to Kazbegi municipality
spends the off-season in the capital. A certain part of the
population moves to Stepantsminda township for temporary
residence, but there are more frequent cases of population
moving to the capital.

e Main business facilities in the municipality (hotels, shops and
stores, café-restaurants, etc.) mainly buy their products from
outside the municipality, in most cases from the capital through
distribution. This tendency applies to agricultural products as
well, since farmers cannot provide them with proof of
standards and proper financial papers.

30% of the population stated that they have the opportunity to buy
the necessary food products in the same settlement where they live, for the
56% of the respondents, the main place of purchase is another settlement,
but within the municipality. 62% of the interviewed representatives of the



business sector noted that the capital is the main place to purchase the
products they need. In some cases, they purchase products themselves,
and in most cases (hotels and restaurants), distributors supply from Thilisi.
The region itself cannot provide the supply of raw materials to the Kazbegi
municipality in appropriate quantities and under acceptable conditions. Only
12% of the surveyed business sector representatives would purchase a
product within the region, in the case of the same settlement where the
business operates, this number is even lower and is only 6%. Thus, the
movement of commodity flows to the municipality is more typical from the
capital in the direction of the municipal centers and less typical within the
municipality or from other centers of the region to the municipal centers.

The main part of the population that is involved in the production of
agricultural products has expressed the willingness to reduce agricultural
activity and be engaged more in tourism sector.

Their main desires were to set up a family guesthouses, and provide
the most common tourist services (transportation, guide), open bakeries,
etc. Such a desire was expressed not only by the part of the population that
has difficulty selling locally made products, but also by those who are more
or less able to sell what they produce. There are some cases when the
owner of the guesthouse has a farm and provides tourists local products,
mainly agricultural ones, but the share of such product in the whole amount
of goods they use daily in most cases does not exceed 20%, if that.

Less than 6% of the surveyed locals involved in agricultural
activities stated that they sell their products to HoReCa sector. It is
expected that this number will further decrease along with the decrease in
the number of the population involved in agricultural activities. The desire of
the population to switch to the tourism sector is clearly revealed, because
they consider this sector more profitable and less time and labour-intensive.
Therefore, production activities will be replaced with tourism oriented
services. Without a targeted policy and right intensives, the result will be
too high competition between the service providers of the main tourism
services, decreased prices, increased flow of goods between the capital
and municipal centers. Merchandise flows have mainly one-way direction
and move from the capital in the direction of the municipality centers.

The low level of business cooperation between local businesses
and residents is due to many reasons. The representatives of the
interviewed business sector expressed their desire to cooperate with the
locals and offer tourists locally produced products. However, this process is
hindered by various factors. Among them, the most important factor were:
(1) to provide sufficent financial and standardisation documents; (2)
unstable supply and difficulties to maintain the same quality. Under the



influence of these factors and other small farm related difficulties, the local
population involved in the production of agricultural products is not a
favorable supplier for the large business sector. Therefore, active
involvement of policy makers on the local and central government level is
crucial.

e Both tourist centers of Kazbegi municipality are characterized
by seasonality and less developed connections with each
other. Stepantsminda town is crowded with tourists during the
summer season, whereas number of tourists in winter season
is quite low. Gudauri Resort is overcrowded during the ski
season in winter time that creates opportunities for
Stepantsminda and nearby settlements; however the capital
still turned out to be more convenient place for most tourists to
spend the night at. The capital, unlike Stephantsminda, offers
them better infrastructure, a variety of leisure and
entertainment activity options, a social environment where they
can meet new people and explore culture. The proximity of the
Gudauri resort to the capital is the challenge for Stepantsminda
town that should be addressed by creating unique cultural
experience locally. During the summer, almost nothing
happens here, why would tourists come only for the snow-
covered mountains?" There is no way to have evening
entertainment in winter, not even in summer. In winter, snowy,
muddy and sometimes icy roads make the place even more
uncomfortable for tourists. Summer is the only season here,"
said the owner of the family guest-house from Stepantsminda.
In order for Stefantsminda to take advantage of its proximity to
Gudauri during the winter season, it should focus on offering
special cultural products and services in addition to overnight
accommodation and transportation.

Conclusion and Recommendations
Limited resources and agglomeration effect show that in order to
achieve rapid development, it is necessary to focus on creating core
centers and support connections between such centers and other
surrounding settlements. In order to achieve rapid and sustainable growth
at the municipality the following points should be addressed by the local

and central policy makers:

e Setting up the infrastructure by focusing on the centers of the
municipality and establishing functional areas: During the
planning phase of projects implemented by local self-



government and non-governmental organizations, it is
necessary to cooperate with each other and give priority to
those projects that will have a noticeable impact on the
improvement of the investment environment of the
municipality. Central and local state institutions are
concentrated in Stepantsminda town. Local ski resort is
Gudauri. For the development of the real economy in the
municipality, it is necessary to establish other functional
centers, for example: "agricultural”, “forestry", "urbanized",
"processing production” etc. Functional centers may be more
specialized, for example, "milk and dairy products
manufacturing”, "mineral water manufacturing”, "concentrated
with construction business”, "medical-recreational service
provider" and others. The separation of such functional centers
will contribute to both the diversity of economic activities and
the emergence of an agglomeration effect, which over time will
attract relevant investments to the entire territory of the
municipality.

Connecting Gudauri with Stepantsminda town during the
summer season in order to reduce the seasonality of the
resort. Gudauri has the potential to offer tourists various tours
in the direction of Stefantsminda and its surrounding area.
Such tours can be: bicycle tours, local culinary tour, farm tours,
daily fitness exercises with different views and others. The
same way, Stepantsminda has an ability to offer local gastro,
cultural, pilgrimage, educational, recreational etc. experience
during the winter season. The establishment of a theme park
or other tourist infrastructure between Stepantsminda town and
Gudauri resort would help to connect these two centers
together and involve the surrounding settlements in the field of
tourism.

Promotion of tourism activities during the winter season in
Stepantsminda towns. First of all, it is necessary to arrange the
road infrastructure in the town so that tourists can walk around
comfortably and safely. The development of the
Stepantsminda town center is one of the foundations for the
growth of both the population and the activity of tourists in the
town. In addition to offering stunning views, town residents
should create more various entertainment and recreational
activities that will encourage longer durations of tourists’ trips.
Some possible ideas for such activities are: sledding (including



dog sledding), show bike tours, organized transportation to
Gudauri resort providing appropriate equipment and lunch
packages, hiking tours, etc. Building connection between the
centers of the municipality during the winter season requires
the development of proper infrastructure to enable the
transportation of tourists by using different snow transports.

The benefits generated by the development of the centers will have
an impact on other areas as well, such as Truso Valley, Sno, Juta, Gweleti,
Khada Valley and their surrounding settlements. In order to connect the
territorial units, it is necessary to promote cooperation between the locals
and business entities, develop appropriate infrastructure and promote
migration more in the direction of the municipality centers than to the
capital. This can be achieved only by increased demand for labour force in
the centers of the municipality and established stability of employment
opportunities throughout the year. The town of Gudauri is already
characterized by the process of urbanization, which has been started for
years due to the high demand for real estate in the resort. In
Stepantsminda town, this process is relatively slow. Alongside the
urbanization process, it is necessary to take into account the cultural
characteristics and touristic attractiveness of newly built real estate.

Thus, the development potential of the municipality is foreseen by
fostering establishment of core centers and functional areas, strengthen
connection between them and with other settlements. In order to support
engagement of other villages in tourism sector, they have ability to provide
various cultural, entertainments, leisure, sport services and become part of
the value chain. Local farmers have ability to collaborate with each other
and establish production, marketing or service cooperatives, in order to
become more stable and desired partners for local HoReCa sector.

The above mentioned approach will provide an opportunity for
relatively rapid growth and reduction of the seasonality of the population's
income. Replacing the local policy vision of "doing at least something in
every settlement" with a focus on building strong municipal centers will
have better effect on every settlement. The local economy can benefit from
specialization and attract investments by establishment of functional areas.
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International and National Prospects for the Location And
Development of It Startups in Ukraine
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Abstract: The article analyzes the factors of placement and growth of the
number and capitalization of Ukrainian startups, primarily in the IT sector,
and identifies their prospects. In the last 2-3 years alone, at least 10 of
them have been included in the list of world leaders and have raised billions
of dollars in capital. Among the reasons for this growth are favorable
legislation and the general environment for IT business and government
support for IT; active development of the digital economy in the field of
government and service administration; extremely qualified personnel and
well-known scientific schools; the presence of leading research centers and
fairly favorable socio-economic conditions in monetary terms compared to
other countries. The author also identifies possible threats and risks of
introducing startups. Prospects for their development in the national and
international dimensions are substantiated, taking into account trends in
market competition and the use of the latest management concepts.
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Introduction

The basis for the formation and development of the digital economy
is the creation and dissemination of technical and technological modes
(technological systems) of the 5th and 6th orders and the introduction of
fundamentally new, revolutionary content of innovations (nanotechnology,
digitization, genetic modification, etc.) that change the usual conditions of
human life. In all countries of the world, these processes are carried out in
different ways and have different shares in the structure of the national
economy. For example, while in the United States, industries and activities
of higher-order technological systems account for 60% (5th order) and 5%
(6th order) of the economy, in Ukraine, respectively, they account for only
5% and 0.1%.

This carries significant risks of being thrown to the margins of
scientific and technological progress, despite the existence of many years
of experience in developing and implementing innovations and innovative
production, world-renowned scientific schools and research and
educational institutions. Therefore, the focus, rapid spread, and successful
operation in the 2020s of IT startups in Ukraine with a tendency to increase
capitalization despite the risks of war is relevant and comprehensive.

It should be noted that the problems and prospects of innovation
activity have been the subject of research by many domestic scholars and
economists for a considerable period of time. They concern various
mechanisms and directions of development and implementation of
innovations, their management and economic evaluation of their
effectiveness. Among the forms of implementation, special attention is paid
to the traditional ones, such as business plans, innovation and investment-
innovation projects. Less studied from an economic perspective are
startups. This requires in-depth research and actualizes the chosen topic of
study.

The purpose of the article is to identify the factors of accelerated
and large-scale development of startups in Ukraine, especially in the field of
information technology (IT), to assess the current state of implementation
with clarification of competitive advantages and risks, and to identify further
trends, prospects and sources of growth. Achieving the goal was based on
setting and achieving relevant objectives and applying modern methods of
scientific cognition: systemic and structural analysis and synthesis, financial
and economic calculations and forecasts, determining ratings and trends.

Results and discussion

A startup is broadly defined as a newly established company that
builds its business on the basis of innovations or innovative technologies; it
may not even be officially registered; it has not entered the market but
plans to enter it and has limited resources (S. Blank, E. Rees, P. Graham,
P. Thiel). Some scholars hold the view of a startup as a cultural
phenomenon where all employees feel like friendly members - like-minded
people of a single team who profess common values, but where each
participant is valuable and significant.



There is no universal methodology for evaluating startups. For
example, when creating startup ratings, the following indicators are often
used: age of the company; number of employees; profits and growth; level
of innovation (international or local), potential and growth prospects. They
also identify the stages and peculiarities of launch and development;
sources and types of financing - seed, angel and venture capital
investments. In Ukraine, despite the insufficient implementation of
advanced technological devices and the war, digital technologies are
characterized by a high level of development and use. The Diia, Digital
State, and digital online banking applications, in terms of their level of
implementation, mass use, and accessibility, place the country among the
leading countries in Europe and the world in terms of digital development.

The innovativeness of the domestic economy is confirmed by the
development of startups and their dynamics. Thus, from 2020 to 2022, the
value of Ukrainian startups increased 3.3 times and reached €23.3 billion.
One of the most informative analytical reviews of the state of the domestic
IT sector, the Tech Ecosystem Overview project of the Ministry of Digital
Transformation of Ukraine, indicates that 1700 product and 533 service
companies operate in Ukraine, 1233 of which are located in Kyiv. According
to the Deal Book of Ukraine report by AVentures Capital, more than $571
million was invested in Ukrainian startups in 2020. Compared to the
previous year, the amount of investments raised in the early stages of
financing exceeded the 2019 figures by 3.0 times, and the number of deals
with young projects increased by 6.0 times.

This real "boom" in startups is obviously explained by the existence
of special competitive advantages in Ukraine in general and Kyiv in
particular for the development of IT business. A study by RA Capital
(London) and UNIT.City Innovation Park in cooperation with the Ukrainian
Startup Fund, based on a survey of the founders of 60 such projects,
revealed the following: more than 90% of respondents are confident that
the Ukrainian ecosystem is the best place for startups to develop. That's
why all development teams live in Ukraine, and 82% of the founders do. In
total, 36% of respondents named the high qualification of personnel; high
quality of the Ukrainian startup ecosystem (33%); significant government
and institutional support; and moderate and even low operating costs as
reasons for such a favorable assessment.

In other similar analytical reports by international companies, the
capital of Ukraine, Kyiv, is positioned as an important city. Kyiv is
positioned as an important European and global center for software, data,
marketing, and sales startups. In recent years, Kyiv has been among the
leading cities for startup location. Other cities that are centers of startup
entrepreneurship are Odesa, Lviv, and Kharkiv. In 2021, Ukraine was
ranked 34th in the world among 150 countries participating in the ranking
by the number of startup projects. At the same time, such a technically and
technologically advanced country with a recognized innovative economy as
South Korea was behind.

Among the companies that received the largest investments, GitLab
stands out as a developer tool (its shares are traded on the American stock



exchange). The company has reached a market capitalization of $11 billion
in just 7 years since its founding in 2014. Grammarly, a platform for
analyzing English-language texts, has become not only a "unicorn" with a
pre-public valuation of $1 billion, but also a "ten-horn", i.e. the pre-public
valuation has already exceeded $10 billion. Other winners of the Ukrainian
startup market that received investments of $100 million to $1 million in
2021 include platforms for improving business efficiency based on artificial
intelligence; for improving document management; for finding tutors; for
organizing cybersecurity; for scanning a person's body from a photo; for
image processing; for designers; for analyzing the financial condition of a
business; a startup that develops a service for organizing online events;
and a startup that develops smart crutch attachments.

To this list should be added the domestic marketplace company
Rozetka. Its significance has gone beyond the startup. The company has
announced plans to create its own payment system; it has entered the
Uzbek market; it has plans to go public, i.e., to conduct an initial public
offering. Ajax Systems, a security system developer, announced this
direction of development even earlier. Thus, the favorable conditions of the
business environment in the IT sector; favorable institutions; creative
innovative ideas, high professional training of specialists and outstanding
traditions of domestic scientific schools have become the key to the
success of these and other startups.

Thus, young domestic entrepreneurs are proving that even in a very
difficult economic situation, in the face of war and danger to life due to daily
russian shelling of the country's cities and villages, they are able to create
effective, globally important startups in the field of IT, artificial intelligence,
and the digital economy. At the same time, the prospects of the domestic
startup market and the domestic startup ecosystem are far from being
exhausted. The total number of startups looking for investors exceeds
20,000 on specialized resources. However, not all of them receive funding.
For example, a well-known Ukrainian investor and venture capitalist, Andriy
Kolodyuk, points to significant problems with their financing.

On average, one venture fund reviews from 0.5 to several thousand
startups per year. Out of this number, only 2, if the fund is at an early stage
of development, or 5-7 startups, if the fund has experience, are provided
with funding. This is confirmed by the example of his fund. Over the 7 years
of its existence, the fund he heads has reviewed proposals from more than
3,000 startups, but has concluded deals with only 25, or less than 1% of all
startups.

However, despite such severe warnings, over the past 5 years (as
of May 30, 2023), Ukraine has produced many unicorns, i.e. companies
with a capitalization of more than $1 billion, in its IT ecosystem.

A large number of Western companies, which do not even have
Ukrainians among their founders, opened their offices here before the war
or even hired entire Ukrainian development teams. Over the past 5
guarters, 200 deals totaling $881 million have been made. Most of them
were grants that supported young startups in the early stages of
development. Among other things, the merits of the domestic community of



IT entrepreneurs and investors, primarily united by common ideas in the
Ukrainian Venture Capital and Private Equity Association (UVCA), should
be noted here. The already quoted chairman of its supervisory board,
founder and managing partner of the well-known investment fund
Aventures Capital, A. Kolodyuk, points out: "Ukraine is already more than a
trillion euros of investment opportunities” (mind: publications, investments,
technologies - interview with Andriy Kolodyuk by Yevhen Shpytko, May 30,
2023, online).

It should be noted that the Venture Capital and Private Equity
Association has more than 50 members. In order to improve investment
and implement innovations and investment ideas on its platform, an
investment club has been launched and is functioning effectively. This is
due to the peculiarities of venture capital investments and the venture
capital market. Unlike the real sector, they are much less dependent on the
government, the general investment climate and pessimistic investor
sentiment, and the huge outflow of investment in the real sector. Currently,
in terms of both volume and number of transactions, 2/3 of them are
provided by international investors and 1/3 by domestic investors.

Since domestic venture capital was less powerful and represented
earlier, this is already a pretty good indicator and trend. Moreover, almost
half of our investors invest outside of Ukraine, which indicates a gradual
involvement in the global market. Previously, investors used to follow the
Silicon Valley rule or invest in companies whose offices could be reached
by car in 6 hours, but the global Covid epidemic has changed
communications and priorities. Now, the factor of location, distance, and
geography has lost its crucial importance. This makes it possible to attract
international investors and for domestic funds to invest in startups in other
countries.

Before russia's attack, Ukraine was an ideal place for startups. This
is evidenced by its 34th to 31st place in global rankings by number of
startups. Currently, the startup market is difficult to assess. This is due to
the fact that a significant number of investment deals are concluded
unofficially, due to the reluctance of participants to disclose information.
Another feature of domestic startups is their young age: 74% have been
operating on the market for less than 3 years; 87% have been operating for
less than 5 years. Also, 20% of projects have only one founder; 37% - two
people; 25% - three. The number of employees, in addition to the founders,
ranges from 3 to 6 people aged 26 to 46.

Even under martial law, startup projects in Ukraine are functioning.
Of course, as for the entire people of Ukraine, this is happening in the face
of security risks to life, property, and technological operations. A significant
number of them had to be outsourced. Some servers from the East and
Center were moved to the West of the country and abroad. A significant
number of employees were also relocated. Due to russian missile attacks
on infrastructure, especially energy, there have been interruptions in
electricity, water, heating, and the Internet. But most of the employees and
founders and investors have stayed and are working and fighting for the
freedom of their country.



It should also be added that the areas of implementation of startups'
innovative ideas are important. These include artificial intelligence,
augmented reality, blockchain, cybersecurity, defense, medicine,
education, finance and banking, robotics, software, e-commerce, business
documentation and organization, manufacturing and agriculture, travel, and
administration. It is predicted that the widespread introduction of
innovations in all spheres of life will allow people to significantly reduce the
level of employment in heavy or routine labor, freeing up time for self-
development, culture and education.

Conclusion

Practitioners of venture capital investment point out that the
availability of finance and startups are interrelated phenomena. The more
startups there are, the more money there is, and vice versa. In addition, a
large number of startups allows for faster development of the culture in their
ecosystem; sharing of experience at seminars and workshops; transfer of
knowledge, important contacts, etc. Another problem in Ukraine is that
Ukrainian startups create high-quality creative products but do not know
how to sell them. So, the art of selling is no less important than developing.
Otherwise, this leads to a significant level of risk for startups at the
implementation stage.

Therefore, the experience of Israel, where they know how to sell not
even a product, but only an idea, should be illustrative and worthy of
emulation. Domestic startups are extremely talented and creative in their
development, but they do not understand the market and the needs of
specific consumers. This also has a bad effect on sales and motivation to
work without being rewarded with profits. There is also an investment
failure in Ukraine in the chain of "idea - first investment". Therefore, the
creation and operation of a state investment fund in Ukraine is aimed at
solving this problem. It has partially taken on the role of a seed investor and
accelerator to reduce and prevent the shortage of funds.

In addition to this important area, the development of
entrepreneurial culture, sales culture and business process ethics in
general; improvement of institutional support for intellectual property, rights,
innovative developments, intangible assets; and increased information
support for domestic startups at the international level are of great
importance for the prospects of developing the domestic startup sector and
improving the domestic IT ecosystem.
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Abstract: The study focuses on the programmed economy, specifically
exploring the algorithmization of planning. A politico-economic approach is
applied, highlighting the interconnectedness of technology, economics, and
politics. The objective is to demonstrate that digitization enables not only
strategic but also more specific, short-term planning. This transformative
process is already being adopted by major companies with economies

surpassing those of entire countries. Historically, planning posed significant
challenges, but the analysis of "big data" now renders the "invisible hand of
the market" visible and more manageable.
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Introduction

This study adopts a politico-economic approach, interconnecting
technology, economics, and politics as crucial factors influencing economic
planning. By examining historical debates and planning endeavors across
various technological stages, the study seeks to trace the evolution leading
to the current era, where the pervasive digitalization of processes
generates new technological tools for planning.

A central concept explored is the notion of a "programmed
economy,"” representing a paradigm shift from traditional planning
methodologies. Unlike conventional planning, which relies on human
management with inherent limitations in comprehending vast market
dynamics, a programmed economy is facilitated by artificial intelligence and
machines. Through extensive data analysis using relevant algorithms,
these entities acquire the intelligence necessary for real-time economic
management, enabling predictions in production, exchange, distribution,
and consumption.

While debates on planning have roots in early utopian socialist
thought and later among the Fabians, the true "calculation debate"
emerged post-World War |, particularly in discussions surrounding planning
possibilities within socialist economies. The contemporary relevance of this
debate is heightened as the prominence of data and algorithms grows,
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reigniting the question of the feasibility of planning. Notably, this paradigm
shift is already evident in major corporations, whose economic output and
influence surpasses those of many nations.

The primary thesis of the present study posits that as the state
becomes increasingly algorithmized, such algorithmization will emerge as a
fundamental characteristic of politics. The envisioned "super-intelligence"
inherent in this algorithmic governance is deemed essential for effective
economic planning in the evolving landscape.

1. The Concept of the "Programmed Economy"

Since the onset of the global economic crisis in 2008, a cascading
series of crises has permeated various social subsystems, manifesting in
economic, political, health, geopolitical, climate, refugee, social,
paradigmatic, technological, and demographic dimensions. These crises,
evolving from occasional deviations to persistent systemic elements, have
prompted diverse perspectives on addressing them, including the notions of
"Capitalism 4.0" and the "Programmed Economy."

The concept of "Capitalism 4.0" is articulated by thinkers such as
Anatole Kaletsky. He contends that the aftermath of the 2008 crisis has
instiled a widespread sense of the end of an era, signaling the
disintegration of previously stable societies. The rise of populist figures and
movements indicates an underlying necessity for a new revolution in
economic thinking. In the context of transformative shifts in economic
thought and politics, Kaletsky envisions "Capitalism 4.0, a stage
characterized by the acknowledgment that both markets and governments
can make critical mistakes, necessitating a reevaluation of the boundaries
between economics and politics (Kaletsky, 2013, p. 11).

Another trajectory for the transformation of the politico-economic
system is encapsulated in the concept of the "Programmed Economy,"
introduced by Gartner in 2014, a prominent global research and consulting
company in information technologies. Gartner posits that ongoing
technological advancements are paving the way for the emergence of a
"programmed economy." This represents a novel form of an intelligent
economic system, organizing the production, exchange, distribution, and
consumption of goods and services. Enabled by the increasing
digitalization, organizations—both private and governmental—can collect,
store, and process data through relevant algorithms, giving rise to novel
concepts such as "smart property,” "smart contracts," "dynamic digital
individuals,” "smart business models,” and distributed autonomous
organizations. The transformation will necessitate new legal and social
structures, urging companies and governments to prepare for
comprehensive changes in all facets of their interactions with society
(Gartner, 2015). Through the analysis of extensive data sets, the
"programmed economy" is expected to facilitate real-time management of
various processes, anticipate potential event trajectories, and enable faster
and more informed decision-making.

non

2. The Calculation Debate
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The aftermath of the First World War marked a notable increase in
the role of the state, showcasing its capability to purposefully and
systematically manage the economy. This shift in dynamics led to the
emergence of the "debate on calculation" in the 1920s, initiated by Ludwig
von Mises and Otto Neurath, and later continued by Friedrich von Hayek
and Oskar Lange.

Mises and Hayek, positioned on one side of the debate, contended
that socialism was inherently inefficient due to state ownership of the
means of production. According to their argument, the state lacked the
capacity to rationally determine prices for capital goods, rendering planning
institutions ineffective compared to the free market. They asserted that the
sheer volume of information required to anticipate the diverse needs of
millions of consumers made comprehensive planning unattainable.

On the opposing side were planning proponents like Otto Neurath
and Oskar Lange. They highlighted the inherent flaws of the market
system, emphasizing its inability to achieve balance and tendency to
generate crises, exploitation, and increasing inequalities. Neurath, drawing
from his experience in organizing Austrian government planning during the
First World War, countered Mises, asserting that not only was planning
possible but also desirable. Neurath envisioned the creation of a systematic
approach to calculation and planning.

In 1965, Oskar Lange furthered these ideas in his work "The
Computer and the Market," proposing that technological advancements
would soon enable the resolution of essential calculations needed for
central planning. He envisioned a system of calculation and planning
supporting market socialism, where collectives collectively own property
and plan for the long term. However, consumer goods distribution would be
determined by market forces—supply and demand. In his 1970 book,
"Introduction to Economic Cybernetics," Lange continued to explore the
potential of using computers and cybernetics for planning. Applying
principles of automatic control theory, he focused on the management of
the economy, particularly within the context of a socialist economy (Lange,
1970).

3. "Capitalism 2.0" and the Rise of Planning

In the 1930s, the ideas put forth by Mises and Hayek failed to gain
sufficient attention or become mainstream due to the tumultuous global
conditions—severe economic crises, wartime self-closure, escalating
militarization, and the outbreak of World War Il. Governments worldwide
responded by strengthening their roles, implementing controls over wages,
prices, rents, dividends, and taxes, not only to attract workers but also to
mobilize soldiers during wartime.

This period coincided with the unfolding of the Second Industrial
Revolution, which A. Kaletsky refers to as "Capitalism 2.0." During this era,
the state's role, centralization, and planning sharply increased, primarily
driven by the imperative of mobilizing vast armies for wartime efforts. Within
the U.S. government, the "National Resources Planning Board" was
established. German economist K. Landauer, who had emigrated during
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the war, published "Theory of National Economic Planning," advancing the
ideas of indicative planning (Landauer, 1944).

Strong regulation characterized Western economies during and
after the war, emphasizing the search for balance between supply and
demand. States focused on infrastructure projects and strategic objectives
as part of various forms of strategic and indicative planning. In indicative
planning, state institutions formulate goals and means for economic policy
and potential trajectories of economic development. Economic indicators,
such as unemployment rates, inflation, wages, investment, budget deficits,
and interest rates, were used to reduce uncertainty in market and mixed
economies. Indicative planning found active application in countries like
France, Germany, and Japan, known for their "policy of dirigisme,"
enhancing the sustainability of market mechanisms. Governments directed
the economy by investing in entities aligned with these indicators.

In the East, notably during the 1930s and beyond, the Soviet model
of state socialism emerged, characterized by a centralized directive
planning model. The state and mass communist parties, along with their
workplace party organizations, played pivotal roles in predominantly rural
societies undergoing the Second Industrial Revolution. Despite lacking the
technological advancements of the First Industrial Revolution, they
implemented planned economies, aiming to catch up with developed
capitalist nations. Mass mobilization and centralized organization facilitated
strategies like the "five-year plan in shortened terms."

4. "Capitalism 3.0" and the Rise of the Market
The crisis and stagflation in developed Western countries during the
1970s spurred the development of technologies associated with the Third
Industrial Revolution, aligning with Anatole Kaletsky's characterization of
this era as "Capitalism 3.0." During this period, concepts emerged that
delegated an increasing array of functions to the market, asserting that the
state posed more problems than solutions to market imbalances. The ideas
of Milton Friedman, Friedrich von Hayek, and Ludwig von Mises gained
prominence, influencing policies that emphasized strengthening the role of
the market, as exemplified by the administrations of Margaret Thatcher and
Ronald Reagan. Mises and Hayek, once considered heterodox figures,
became central to the new neoclassical economics, which departed from
Keynesianism and placed greater emphasis on the market and market
prices. In 1974, Hayek was awarded the Nobel Prize in Economics,
underscoring the pivotal role of his ideas during the Third Industrial
Revolution. This period witnessed a decline in reliance on state regulation,
as the market assumed many functions previously performed by the state.
The collapse of state socialism in Eastern Europe in the late 1980s
led to a widespread rejection of planning, perceived as an anachronism and
a relic of the past. The realization crystallized that:
e The sheer multitude of products, numbering in the hundreds of
thousands or even millions, made it impractical for central directive
planning to anticipate and manage them all.
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e In economies where innovation and the creation of new
technologies held increasing importance as competitive
advantages, predicting their emergence and impact in a specific
timeframe became challenging.

¢ In the context of a globalized market with millions of companies and
numerous factors beyond state control, making accurate predictions
proved impossible.

Planning was largely supplanted by development strategies,
programs, strategic planning setting broad directional indicators, or
decisions based on specific situations and leading economic and social
development indices. Programmatic approaches, program-target planning,
strategic planning, and strategic management emerged, yet these were at
best forms of indicative planning. While these approaches found greater
traction within companies, they grappled with the risks of competition, rapid
change, disruptive technologies, and the potential for venture capital and
startups to undermine their established expectations and positions.

5. "Capitalism 4.0" and the "Programmed Economy"

The advent of the Fourth Industrial Revolution since 2008 and the
shift to "Capitalism 4.0" are closely tied to the remarkable capabilities to
collect and process vast amounts of data in real-time, facilitated by data
technologies and artificial intelligence. This development echoes the
discussions of the historical "calculation debate,” and the prevailing
expectation is that centralized calculation is now feasible, paving the way
for planning and regulation. The application of artificial intelligence in new
modeling forms enables predictions of the behavior of entire cities, regions,
and countries (Lawton, 2019). This phenomenon is prominently exemplified
by major technology companies that, through real-time data collection and
processing from hundreds of millions of users, regulate various aspects of
their platforms, tailor products or services, and offer personalized
information.

Large technology corporations exemplify these trends by leveraging
real-time data created by millions of users to regulate and customize their
offerings. On average, every American adult spends four hours a day on
their phones, generating digital footprints that empower companies like
Amazon to predict purchasing behavior, Facebook to analyze mental
states, and Google to understand interests and preferences. Algorithms
then decipher and analyze personal values, beliefs, and ideologies (Aurik,
2019). Human needs are no longer solely within the realm of personal
privacy but have become the domain of companies capable of predicting
and influencing individual choices, thus guiding what products to produce
and offer.

The prevailing expectation is that if the state evolves into a fully
integrated, sensor-based digital system, centralized "calculation" will
become possible, potentially leading to the replacement of market
mechanisms by algorithms. This conceptualization emphasizes that
planning could eliminate market imperfections without relying on free
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market prices as the feedback mechanism, as advocated by the Austrian
School in the 1920s-30s. The utilization of "big data," its processing, and
subsequent applications are seen as potential substitutes for prices. The
mechanisms inherent in networked digital feedback systems offer effective
monitoring of dynamic consumer expectations, demand, supply, and the
value of products in real-time. This allows for tracking and monitoring
various processes that traditional market price signals may not capture
(Joseph, 2017, pp. 280-281).
5.1. The "Big Data" Revolution and the Potential Revival of the
Planned Economy

In the era of big data, artificial intelligence, personalized
consumption, and the emergence of "prosumerism" facilitated by 3D
printers, the question of planning in a world where algorithms can collect
and process data from millions and billions of users is gaining prominence.
An article in the Financial Times titled "The Big Data revolution can revive
the planned economy" asserts that big data serves as a foundation for
effective management decisions, bridging the informational gap between
planned and market economies. Central planning practitioners now have
tools at their disposal to make rational decisions with the aid of the "internet
of things" and algorithmically processed information. This data has the
potential to substitute the price mechanism in regulating supply and
demand.

Online platform monopolies are likened to central planning
institutions, leading to the proposition that it would be more "legitimate and
rational" for the state to transform into a "super-monopoly platform." Acting
as an airport directing traffic driven by the market, the state, in this
analogy, manages capacity, establishes standards and security
requirements, addresses environmental concerns, oversees the movement
of goods, and serves relevant operators, passengers, and sellers. The use
of "big data" is envisioned as a means to achieve a more rational
distribution of resources across various sectors, ultimately enhancing
overall management efficiency (Thornhill, 2017).

5.2."The People's Republic of Walmart"

In 2019, Leigh Phillips and Michael Rozworski published "The
People's Republic of Walmart: How the World's Biggest Corporations Are
Laying the Foundation for Socialism." The book explores the example of
economic planning within giant corporations, particularly focusing on
Walmart. Challenging the classical arguments of Mises and Hayek, the
authors argue that, with today's technology, planning for millions of
products and services involving numerous variables in supply chains and
non-price information is not only possible but highly effective.

Walmart utilizes a software program called HANA, fueled by data
from 245 million users, generating approximately 1 million transactions
every hour. This data includes inputs from 17,500 suppliers, internal
company activities, and external factors impacting business, such as
weather conditions, sentiments in social networks, and economic
indicators. The Al-driven "Intelligent Retail Lab" processes information at an

24



astonishing speed, equivalent to downloading 27,000 hours of music in one
second (Rosen, 2019).

Walmart, as the world's largest private employer and boasting an
economy that, if considered a country, would rival Switzerland, represents a
unique form of a precisely planned economy. Despite its enormous scale,
the company operates with a new type of centrally planned economy,
adjusting plans in real time. Walmart's annual profit surpasses the GDP of
several countries, yet it operates without relying on market prices. Instead,
it focuses on exponentially increasing data about people's preferences and
resource usage, enabling large-scale planning without market mediation.
This centrally planned economy involves managers directing subordinates
on tasks and goals, deviating from the spontaneity of a traditional market
economy.

Analysts attribute Walmart's success to its leadership in adopting
innovations such as constant product renewal, comprehensive supply chain
management, computerization, trust, openness, and information
transparency (Phillips and Rozworski, 2019). This case study challenges
traditional notions about the viability and effectiveness of planning in large-
scale economic systems.

5.3. We Already Live in a Planned Economy

Laurie Macfarlane highlights a crucial observation: "We already live
in a planned economy - we just have to take the wheel." In the digital
economies of today, significant portions of the private sector are not
governed by markets but rather by central planning. Global corporations
like Walmart and Amazon, economies larger than most countries,
seemingly epitomize free-market capitalism. However, they function as
some of today's most successful planned economies, meticulously
organized and coordinated hierarchically. These corporations allocate
internal resources through planning mechanisms.

The key question arises: How can society transition to a model
where these vast economic entities are not owned by a minority but are
instead assets of the entire society? In an era marked by escalating
environmental and social challenges, the need for an ecologically
sustainable economy, poverty elimination, reduced inequality, and
improved health and education systems is more pressing than ever. The
belief persists that there are objective possibilities for transitioning to a
planned society, which works for everyone (Macfarlane, 2019).

5.4. Amazon is looking more and more like a nation-state

The utilization of data and algorithms for comprehensive analysis
has become a standard practice among large corporations, effectively
"programming" their operations. A noteworthy instance of this trend is the
launch of the "Amazon Go" retail chain in February 2018 in the United
States. These fully automated stores, situated in New York, Seattle,
Chicago, and San Francisco, enable customers to make purchases without
the assistance of traditional salespeople. Instead, sensors and digital
connections are employed to monitor countless economic interactions,
intricately linked with supply chains and consumer behavior (Coldewey,
2018).
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It's noteworthy that analyses have surfaced, emphasizing that
"Amazon is looking more and more like a nation-state." The company has
established its own extensive global data collection system, surpassing the
intelligence capabilities of numerous countries. Moreover, Amazon
collaborates with various police departments to exchange information.
Constantly diversifying its activities and bolstering profits, Amazon, which
initially began as a bookstore, has expanded into pharmaceutical services,
insurance and payment services, small business loans, and the
development and sale of "smart offices" and other innovative devices with a
potential market value in the trillions of dollars. All these ventures are
managed through its cloud services.

Amazon's acquisition of promising startups across various sectors
and its expansion efforts, such as imposing taxes on producers using its
platform in France, demonstrate that it is more than just a monopoly; it
resembles a version of a state. Amazon exhibits typical state functions such
as taxation, information gathering, and coercive tools (Ongweso, 2019).
What sets it apart from traditional states is the absence of market relations
within its framework; it exercises control and strategically processes vast
amounts of data, meticulously planning and programming its actions.

A survey reveals that 69 out of the world's 100 largest economies
are owned by corporations, while 31 belong to countries. Interestingly, over
a third of global trade involves intra-corporate transactions rather than
transactions between nation-states (Niyazov, 2019). A substantial portion of
these transactions occurs at so-called transfer prices, which means they do
not adhere to market-based pricing.

The economic impact of corporations becomes evident when
comparing their profits to the GDP of various countries. For instance, in
2017, Spotify's profits exceeded the GDP of Mauritania, Netflix's surpassed
Malta's GDP, Tesla's exceeded Albania's GDP, and so forth (Moynihan and
Belinchon, 2018). Additionally, corporations are heavily involved in space
programs, launching more satellites near Earth than entire countries. They
monopolize the latest advancements in artificial intelligence, utilizing it to
efficiently manage their resources.

In contrast to traditional countries engaged in wars and reliant on ail,
corporations prioritize big data, algorithmically processed through artificial
intelligence, as their primary tool for planning and development. This shift
underscores the transformative role of technology in shaping the global
economic landscape.

These trends have become inherent in a significant portion of
today's global companies, enabling them to establish monopoly positions in
various fields. In this context, a considerable part of the Western economy
is effectively centrally planned. The prominent digital companies not only
demonstrate the possibility of large-scale central planning but also the fact
that it is already in operation and proving effective.

During the Second Industrial Revolution, states employed diverse
planning approaches—directively under state socialism and indicatively in
developed Western countries. Today, however, significant planning is
undertaken by major companies, with states playing a comparatively
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diminished role. This is particularly evident in the large American digital
technology giants, known as MAFIA-G (Microsoft, Apple, Facebook, IBM,
Amazon, and Google), as well as the three Chinese technology giants
collectively referred to as BAT (Baidu, Alibaba, Tencent). These entities
possess the personal data of the majority of the global population, exerting
substantial influence on political parties and the behavior of millions of
individuals. Their capabilities surpass those of the majority of countries.

Take, for example, a company like "Apple" with 240 billion dollars in
cash on its balance sheet; it could launch an investment program twice the
size of the renowned Marshall Plan initiated by the USA in post-World War
Il Europe. These developments have spurred the notion that new forms of
non-market socialism, rooted in digital technologies, are emerging. In this
specific form of socialism, economic planning for essential goods occurs
without the need for markets, money, and prices, facilitated by computers
and the data they collect and process (Cockshott and Cottrell, 1993).

Conclusion

The contemporary challenge lies in the fact that "big data" today are
predominantly controlled by global monopolies, leveraging them to optimize
a growing array of activities and generate profits. However, in doing so,
these entities are also exploiting the data of billions of individuals, giving
rise to socio-economic and political conflicts. In a manner reminiscent of the
late 19th and early 20th centuries, there is a resurgence of ideas
advocating for replacing private monopolies with state-controlled entities
and forming a socialist society. This prompts the consideration of
substituting private monopolies, which exploit user data for profits, with a
state monopoly that utilizes this data for the benefit of society as a whole.

The global technology giants, holding significant power in today's
market system, have already limited or bypassed traditional market
dependencies. Their existence within the market system is increasingly
reliant on big data and algorithms rather than traditional market forces.
Consequently, while previous state planning in the Soviet Union and the
early People's Republic of China faltered due to information inadequacies,
artificial intelligence now processes massive amounts of data, allowing us
to unveil the "invisible hand of the market."

This sets the stage for the potential emergence of a new theory and
model for the development of a planned economy. Such a model is seen
as a corrective measure for the imbalances and crises observed across all
subsystems and levels of the politico-economic system—be it global,
national, regional, or even personal. The lingering question, however, is
whether data and algorithms can facilitate planning not only within a
country (if we consider a company as a country) but also on a regional and
global scale, necessitating coordination between nations. Perhaps this
could be achievable within the framework of a global socialist society,
aligning with the initial Marxist idea of socialism as a universalist theory

guiding the whole of humanity, albeit at different paces, toward a common
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historical direction, originating from the most developed capitalist countries
and eventually encompassing the entire globe.
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Comparative Analysis of European Union Consumers' Online
Shopping in the Context of Digitalization
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Abstract: The current research focuses on the online shopping of
European consumers, which is significantly affected by digital changes.
Advances in digital technologies, generating additional organizational and
structural value, are an irrevocable part of the trends changing economic
systems at national, regional and international levels. The main goal of the
development is to interpret conceptual judgments and empirical results
regarding the change in online shopping of consumers from the 27-member
states of the European Union and, through the use of econometric
methods, to account for the impact of certain economic and demographic
variables. In this way, a comparative analysis of the similarities and
differences in the online shopping of the research respondents is proposed.
To achieve the goal, a hierarchical cluster analysis is performed with the
capabilities of the IBM software product SPSS Statistics. The formation of
distinct clusters of European countries regarding online shopping,
measured by a total of six variables, is based on data released by the
European statistical office Eurostat in 2012 and 2022. The obtained
research results allow hierarchical grouping and highlighting of differences
between clusters from the countries studied regarding the development of
the online shopping process. The results of the research can serve as a
starting point for future decisions for the development of online shopping at
the European level, with a focus on the increasing rates of digitalization.
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Introduction

Online shopping is becoming an indispensable feature of the digital
economy, having a positive impact on the overall process of economic
growth. The significance of this type of shopping predetermines numerous
studies in the specialized literature related to different aspects, outlining
both the concept of electronic commerce (Laudon & Traver, 2021); (Bai &
Li, 2022); (Kalakota & Whinston, 1997), as well as the nature of the
transactions carried out (Chen, et al., 2022); (Tang & Lin, 2019). In-depth
and thought-provoking research is conducted, revealing interpretations and
judgments about e-commerce with a focus on key conceptual ideas and the
latest empirical data on companies such as Amazon, Google, eBay,
Pinterest, Twitter, Snapchat. The given examples from economic practice
illustrate how e-commerce changes business models and leads to digital
transformations in the global economy.

Previous studies have considered the importance of online
shopping and digitalization for consumers, deriving research perspectives:
first, on the collection of data about goods and services (Yang & Cho,
1999), second, on the implementation of online shopping by consumers
(Degeratu, et al., 2002), and third, on combining and reconciliation of the
mentioned two perspectives (Hill & Beatty, 2011); (Pan, et al., 2010). As
confirmed by H. Alturkestani, online shopping is defined as the efforts made
by consumers, through digital technologies — especially the Internet, in
search of information about goods and services, as well as making
purchase transactions (Alturkestani, 2004). With the development and use
of the Internet over the past two decades, online shopping, as a form of e-
commerce, creates and expands the opportunities for consumers to use
digital channels in search of goods and services.

The main objective of the present study is to interpret conceptual
judgments and empirical results regarding the change in online shopping of
consumers from the 27-member states of the European Union and, through
the use of econometric methods, to account for the impact of certain
economic and demographic variables.

The study of the online shopping of European consumers allows to
delineate the emerging similarities and differences between the groups of
countries of the European Union. In parallel with this, the obtained results
have a reflection on the assessment of the possibilities of individual
countries to achieve the goals of Europe in the field of digital technologies
for 2030.

When analyzing the possibilities for online shopping, access to the
Internet is one of the mandatory conditions. In accordance with their
demographic and economic characteristics, individuals, on the one hand,
and, on the other hand, enterprises offering goods and services online,
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make connections and relationships regarding the implementation of online
shopping. For this reason, within the framework of the presented research,
certain variables are introduced, amounting to a total of six, as follows: last
online purchase: in the 12 months; internet use by individuals; share of
enterprises' turnover on e-commerce — %; enterprises having received
orders online (at least 1%) — % of enterprises; level of internet access —
households; individuals with high formal education, from 16 to 74 years. In
keeping with the objective of the manuscript, the variables thus selected
help to group the 27-member states of the European Union into relevant
clusters, as well as to reach relevant research results.

The comprehensiveness of the process of online shopping and its
implementation at the European level requires the following main limitations
to be introduced when developing the research framework: search for
support in the development of the theory of electronic commerce and online
shopping in digital conditions; dominance of certain variables measuring
the development process of online shopping.

The present paper is structured in five paragraphs, namely: after the
introduction, a review of the literature on the development of online
shopping and digital changes in consumer choice is presented; the
following third paragraph is devoted to the research methodology that is
characteristic of econometric methods related to cluster analysis; the fourth
paragraph contains an empirical study focusing on European consumers'
online shopping, measured by a total of six variables. The values
determined in this way consider the economic and demographic
characteristics of the studied users to a corresponding degree. The
geographical focus of the research includes the 27-member states of the
European Union. A discussion containing interpretations and comparisons
with results from other researchers is also included within the fourth
paragraph. The last paragraph presents conclusions indicating the
theoretical and practical significance of the research.

Literature review

Online shopping continues to develop its potential and economic
importance in the context of digital development. Manufacturers and
retailers worldwide are using digital progress to attract consumers' attention
with high-tech developments and strategies for greater flexibility in
shopping, and the impression consumers receive of the business, brand,
access to products and the organization of payments indirectly effects on
the amount of income.

Digital technologies provide sustainability in a competitive
environment. Companies investing in digitalization of processes more
easily obtain the status of global partners, which increases their potential. A
testament to the role that digital technologies are playing is their wider
implementation in business during COVID-19, to neutralize the negative
consequences of the epidemic. On the other hand, COVID-19 is proving to
be a stimulus for the development of e-commerce, which is gaining an
ever-increasing share of consumers' trust and significantly changing their
shopping habits.
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There are points of view that consider that the growth of electronic
commerce depends exclusively on the adequate protection of the rights of
online users, which should be set as a main task for the policies of the
European Union (Cortés, 2011). Other authors unite around the idea of
combining the ways of conducting a competitive struggle, which, according
to them, is a sure way to achieve strategic success (Borisova, et al., 2020).
The cited authors adhere to the position that the higher competitiveness
and positive attitude of consumers derives from the accumulation of diverse
and innovative information technologies in business, such as: virtual reality
(VR), augmented reality (AR), internet of things (IOT), artificial intelligence
(Al) and big data (Big Data). Researcher D. Danchev summarizes that the
impact on user experiences absolutely requires a combination of traditional
and new technological solutions (JaH4yes, 2023).

The very complex of digital technologies and opportunities for
reprogramming business models is associated with digital transformation,
which changes not only the internal corporate environment, but also
improves relations with users, their experiences and contacts with the
environment (BednarCikova & Repiska, 2021). Digital transformation is a
priority for the European Union. Given the new demands and preferences
of consumers, the focus of companies is shifting to online sales, and the
improvement of the offered products and services is done through the
comprehensive integration of digital technologies in all aspects of business.
In modern studies related to the development of e-commerce in the
European Union, significant imbalances are found in the share of
enterprises and their turnover from online sales, one of the main reasons
being the level of digital development, which is differentiated within the
European Union (WBaHoBa, 2023). There is an unequal pace of digital
transformation in the corporate environment of individual European Union
member countries, as well as a disproportionate digital intensity in
European enterprises with different capacities (Marinov, 2023).

It is of particular interest to trace how digitalization is changing
consumer choice and promoting online shopping for European consumers.
Over the past decade, the European Union has reported a 20% increase in
the number of consumers who buy goods through digital platforms
(Eurostat, 2023). The reasons for the increased interest in online shopping
platforms are different — from the lack of spatial and time constraints for
selection to price benefits and logistical conveniences. The fact is that
younger consumers are usually the ones who look for deals through digital
devices, while older ones more often find it difficult to order and purchase
goods and services over the Internet.

The propensity to shop online in European Union countries is
different and depends on a number of factors that are often of research
interest. Of great benefit to the success of e-commerce is the effective
analysis of the determinants that accelerate its development, as well as
what actions are still needed to maintain the right direction to reach the
strategies of retail companies are highly dependent on the correct reading
of the peculiarities between individual markets — for example, Europe and
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Asia, where there are significant differences in demographics, cultural
heritage, methods that consumers use to pay, e-commerce platforms, etc.
(Siregar, 2023).

According to A. Huterska and R. Huterski the consumer choice of
online purchases in the European Union is influenced by economic and
social as well as technological factors (Huterska & Huterski, 2022). In such
studies, the research approach assesses the impact that information and
communication technologies have on online clothing shopping by European
Union consumers through an econometric model incorporating economic
and demographic factors (Petrova, et al., 2023). There are authors who
attempt to establish the factors limiting online shopping, bearing in mind the
different conditions and practices among consumers from the various
member countries of the European Union (Bozi¢ & Botri¢, 2018).

In the specialized literature, there are more and more arguments
about online shopping and the benefits it provides for both producers and
consumers. Numerous studies in this direction show that companies adopt
a user-oriented approach that prioritizes users first in their organizational
strategies (Shah & Murthi, 2021). At the same time, consumers generate
benefits from the online experience and prefer to shop online. They are
more effectively engaged at every touch point in the online shopping
lifecycle (Gimpel & Roglinger, 2015). In this way, the level of user
satisfaction increases and the range of purchase and sales channels is
expanded (Dawson, 2001). According to N. Duch-Brown, L. Grzybowski, A.
Romahn and F. Verboven online sales are more convenient and attractive
for consumers than for manufacturers and the profits generated for them
(Duch-Brown, et al, 2017). In a study of C. Ranganathan and S.
Ganapathy points out that online shopping allows for more secure and
better purchasing decisions by consumers who are primarily guided by the
informational content (interface) and the attractiveness of the website as
they seek to obtain the best deals (Ranganathan & Ganapathy, 2002). As
they confirm in their productions T. Yu and G. Wu, online shopping is a
market concept that provides more satisfaction to modern consumers
looking for practicality and flexibility (Yu & Wu, 2007). Another group of
researchers including P. Butler and J. Pepper, concludes that online
purchases are characterized by exponential growth, which is a
consequence of the provision of a greater choice of goods and services,
easier consumer access, as well as opportunities for parallel comparison of
disparate information on prices and other characteristics (Butler & Peppard,
1998).

It should be borne in mind that the effective implementation of
online shopping requires continuous enrichment with new concepts, logic
and mechanisms that are in line with the ongoing evolution of information
and communication technologies and digital transformation (De Luca, et al.,
2021). Researchers F. Pascucci, E. Savelli and G. Gistri adheres to the
position that in today's dynamic conditions, digital technologies are
imperative for markets and society, and digital transformation becomes a
key tool, ensuring a continuous cycle of data processing and exchange,
through which a unified and integrated information assurance is realized in
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online the sales. The cited authors confirm that digital transformation can
improve responsiveness to consumer demands in online shopping by
promoting and new ways of managing the strategic and operational aspects
of marketing processes (Pascucci, et al., 2023). In their studies, H. Gimpel
and M. Rdoglinger argues that digital transformation leads to the
reconfiguration of business models to more effectively engage digital
consumers (Gimpel & Réglinger, 2015). The statement of J. Reis, M.
Amorim, N. Meldao and P. Matos also deserves attention that the use of
innovative digital technologies enables major business improvements in
online sales and affects all aspects of consumer shopping (Reis, et al.,
2018).

Studies confirm that modern consumption patterns in Europe are
undergoing changes and transformations. Prospects for consumers require
a transformation of consumption models (Petrova, et al., 2023). In this
direction, the need to rethink the market approach and the offered value, to
change the organizational processes and structures, as well as to renew or
reorganize the online sales process, is growing. Undoubtedly, advances in
digital technologies lead to a change in consumer behavior, but the reverse
thesis that consumer preferences and the increased use of digital
technologies influence the development of online shopping is also
extremely important.

Methodology

The presented research is based on data released by the European
Statistical Office — FEurostat, which were obtained, collected and
summarized through a survey technique that is applied annually by national
statistical institutes according to a methodology that considers the use of
information and communication technologies by households and by natural
persons in the order of the observed digital goals of the European Union for
2030.

In the analysis and measurement of online shopping done by
individuals in an online environment at the level of the 27-member states of
the European Union, the following six variables are used: last online
purchase: in the 12 months; internet use by individuals share of enterprises'
turnover on e-commerce — %, enterprises having received orders online (at
least 1%) — % of enterprises; level of internet access — households;
individuals with high formal education, from 16 to 74 years. The set of
variables listed helps to account to an appropriate degree for the economic
and demographic characteristics of the survey respondents.

When using the capabilities of the IBM software product SPSS
Statistics The methodological sequence of the study includes the
implementation of a hierarchical cluster analysis based on the determined
gquantitative characteristics. Based on a preliminary measurement of the
distances between the clusters using the seven methods included in the
cited software product, reaches the selection of the relatively best solution
and the Between — groups method is adopted and applied linkage. The
analysis is aimed at determining the correlations between the development
of the main analyzed variable — percentage of online purchases by
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individuals, and the other defined variables, the characteristics of which are
evaluated on the basis of data for 2012 and 2022.

The fact that the values of the correlation coefficients between the
variables reveal significant variations becomes a reason for adopting the
hierarchical cluster analysis for two main moments of time that limit the
analyzed period. In this analytical aspect, the similarities and differences
between the assessed 27-member states of the European Union in terms
of changes in online shopping are established. The choice of hierarchical
cluster analysis is justified by the presence of significant differences
regarding the development of the variables included in the analysis. This
type of analysis is one of the main methods for finding relatively
homogeneous clusters, which are based on the measured characteristics of
the observed European consumers.

Results and discussion

The implementation of hierarchical clustering using the capabilities
of the IBM software product SPSS Statistics allows generating a total of
three numbers of clusters formed by the studied 27-member states of the
European Union. The determination is based on the selection of the optimal
distance between the studied units from the point of view of the purpose of
the present study.

In the first year of the analyzed period — 2012, with the help of the
applied method from the given software product, three groups of countries
are generated: cluster Ne 1 "Leading countries with the best results in
online shopping”, cluster Ne 2 "Countries with good results in online
shopping" and cluster Ne 3 "Countries with lower results in online
shopping": see Table 1.

Table 1: Clustering of the 27-member states of the European Union according to the degree
of development of online shopping by individuals in 2012.

Cluster name Countries
Cluster Ne 1 "Leading countries with Austria, Belgium, Denmark, Finland,
the best results in online shopping” France, Germany, Ireland,

Luxembourg, Malta, Netherlands,

Cluster Ne 2 "Countries with good Slovakia, Sweden

results in online shopping”

Cluster Ne 3 "Countries with lower Croatia, Cyprus, Czechia, Estonia,

scores in online shopping"” Greece, Hungary, ltaly, Latvia,
Lithuania, Poland, Portugal, Slovenia,
Spain

Romania, Bulgaria

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

Following the analyzes carried out based on the data for the six
variables, allows the formation in 2012 of three clusters,
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characterized by statistically significant differences in terms of the
online purchases of the surveyed respondents from individual
countries. The dendogram for the generated clusters is visualized by
the following Figure 1.
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Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

Figure 1. Dendogram to generate clusters of the 27 EU Member States
based on 2012 online

shopping data.

Testing of the six defined variables whose values are involved in
determining the clusters shows that they all have statistical significance,
which is confirmed by the data in Table 2.
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Table 2: Determining the participation of the variables in the distribution of
the 27-member states of the European Union by clusters in 2012.

ANOVA Table

Sum of Mean

Squares | df | Square F Sig.
Last online purchase: | Between | (Combined)| 8789,863| 2| 4394,931 | 56,156 | 0,000
in the 12 months, Groups
2012 * Average Within Groups 1878,301 |24 78,263
Linkage (Between Total 10668,164 | 26
Groups)
Internet use by Between | (Combined)| 3255,553| 2| 1627,777|29,327|0,000
individuals * Average | Groups
Linkage (Between Within Groups 1332,089 | 24 55,504
Groups) Total 4587,642 | 26
Share of enterprises' | Between | (Combined) 336,910 | 2| 168,455| 7,170|0,004
turnover on e- Groups

commerce — % * Within Groups 563,857 | 24 23,494
Average Linkage Total 900,767 | 26
(Between Groups)
Enterprises having Between | (Combined) 416,007 | 2| 208,003| 6,210|0,007
received orders Groups
online (at least 1%) — | Within Groups 803,901 | 24 33,496
% of enterprises * Total 1219,907 | 26
Average Linkage

(Between Groups)

Level of internet Between | (Combined) | 3039,201| 2| 1519,600 | 38,069 | 0,000
access — households | Groups

* Average Linkage Within Groups 958,018 | 24 39,917

(Between Groups) Total 3997,219 | 26

Individuals — high Between | (Combined) | 8086,660| 2| 4043,330 56,681 | 0,000
formal education * Groups

Average Linkage Within Groups 1712,032 | 24 71,335
(Between Groups) Total 9798,692 | 26

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

The data from Table 2 are used to determine whether the specific
variable value, in this case a quantitative sign, takes part in the distribution
of the units by individual clusters. The level of significance of the six
specific signs (Sig.) e less than the chosen risk of error (a = 0.05), which is
a reason to assume that these features have discriminating power and
therefore can be included in the analysis. Results showing that all
significance levels were less than 0.05 were taken to indicate that the
selected quantitative traits sufficiently well discriminated the three clusters.

The following Table 3 shows the number of member states of the
European Union that belong to the individual clusters when considering the
average values reported for individual variables.
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Table 3: Determining the number of the 27-member states of the European
Union belonging to individual clusters in 2012.

Report
Enterprise
Last s having
online Share of received Individual
purchase enterprises orders Level of s - high
Average rinthe Internet | 'turnover | online (at internet formal
Linkage 12 use by on e- least 1%) - | access - |education,
(Between months, | individual | commerce % of household | from 16 to
Groups) 2012 S - % enterprises S 74 years
1 Mean 57,9050 | 83,9050 16,1917 18,1500 84,4033 | 64,0642
N 12 12 12 12 12 12
Std. 11,75589| 8,01208 3,68078 5,78831 6,86094 | 10,31075
Deviatio
n
2 Mean 25,1400| 65,8200 11,4231 12,3385 66,0577 | 33,4615
N 13 13 13 13 13 13
Std. 5,40285| 7,11712 5,87156 6,02101 6,02882| 6,66844
Deviatio
n
3 Mean 7,2650| 48,8900 3,4500 4,6000 52,3450 13,3500
N 2 2 2 2 2 2
Std. 2,79307| 4,25678 1,06066 0,56569 2,01525| 2,99813
Deviatio
n
Tota | Mean 38,3781 | 72,6037 12,9519 14,3481 73,1956 | 45,5730
| N 27 27 27 27 27 27
Std. 20,25621| 13,28336 5,88599 6,84978 | 12,39916| 19,41321
Deviatio
n

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

As the data in Table 3 shows, in 2012, with the highest average
values, shaded darker, by all accounts is the cluster named "Leader
countries with the best results in online shopping”, whose number is 12
countries and includes: Austria, Belgium, Denmark, Finland, France,
Germany, Ireland, Luxembourg, Malta, Netherlands, Slovakia, Sweden, i.e.
these are countries geographically located mainly in Western Europe and
Northern Europe. The estimated averages report the highest levels
regarding: last online purchase: in the 12 months; internet use by
individuals; share of enterprises' turnover on e-commerce — %; enterprises
having received orders online (at least 1%) — % of enterprises; level of
internet access — households; individuals with high formal education, from
16 to 74 years. Within the formed cluster, the highest average value — with
a value of 84.4033, is taken by the variable "level of internet access —
households”, followed by the variable "internet use by individuals"— with a
value of 83.9050 and the variable "individuals — high formal education, from
16 to 74 years" — with an average value of 64.0642.
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The comparative analysis shows that next in terms of reported
average values, colored lighter, is the "Countries with good results in online
shopping" cluster, numbering 13 countries, mostly from Southern Europe,
Western Europe and Central Europe. This cluster includes the following
countries: Croatia, Cyprus, Czechia, Estonia, Greece, Hungary, Italy,
Latvia, Lithuania, Poland, Portugal, Slovenia, Spain.

According to the obtained results, the last cluster, with the lowest
average values for all indicators, colored in the lightest color, is the one that
includes the countries of Romania and Bulgaria, located in South-Eastern
Europe. The reported lowest average value from the two countries related
to the reached level of online shopping takes the value of 3.4500 and refers
to the variable — "share of enterprises' turnover on e-commerce — %". In
analytical terms, this value is about 3.75 times below the European Union
average of 12.9519. Therefore, there is a significant untapped potential for
the digital transformation of the business environment and the activity of
enterprises from South-Eastern Europe to reach the level sought in this
direction.

The continuation of the hierarchical cluster analysis and its targeting
to 2022 allows to establish the manifest changes in the generated three
clusters and the displacements that have occurred among the countries, as
visualized by means of Table 4.

Table 4: Clustering of the 27-member states of the European Union by the
degree of development of online shopping by individuals in 2022.

Cluster name Countries
Cluster Ne 1 "Leading countries with Belgium, Denmark, Czechia, Finland,
the best results in online shopping" Ireland, Luxembourg, Netherlands,

Cluster Ne 2 "Countries with good Sweden

eSS I emiime shqppmg Croatia, Estonia, Germany, France,
Cluster Ne 3 "Countries with lower Austria, Hungary, Latvia, Malta,

scores in online shopping” Slovakia,
Lithuania, Poland, Slovenia, Spain

Romania, Bulgaria, Cyprus, Greece,
Italy, Portugal

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

According to the data shown in Table 4, in 2022 the number of
countries in the first cluster, according to the level of online shopping, is
reduced to 8 countries. The established number is 1.50 times lower than in
2012, when it totaled 12 countries. The comparative analysis of the data
reported in 2012 and 2022 allows to state that significant changes occur in
this group, as follows: Czechia changes its position and moves to the
highest in the clustering. The countries — Austria, Germany, France, Malta
and Slovakia, lower their position and move to the cluster of countries with
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good results in online shopping. Four countries — Cyprus, Greece, Italy and
Portugal, join the third cluster of countries with lower results in shopping
type surveys.

The following Figure 2 visualizes the dendrogram for the three
clusters generated in 2022.
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Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

Figure 2: Dendogram for generating clusters of the 27-member states of
the European Union based on data on online shopping in 2022.

Corresponding testing of the participation of the six variables in
determining the clusters shows that they all have statistical significance,
which is confirmed by the data in the following Table 5.
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Table 5: Determining the contribution of variables in the distribution of the

27-member states of the European Union by clusters in 2022.
ANOVA Table

Sum of Mean

Squares | df | Square F Sig.

Last online purchase * | Between |(Combined)| 3678,252| 2| 1839,126 | 49,723|0,000

Average Linkage

(Between Groups) Within Groups 887,703 | 24 36,988
Total 4565,956 | 26
Internet use by Between |(Combined)| 431,562| 2| 215,781|23,044 0,000
individuals * Average | Groups
Linkage (Between Within Groups 224,731 |24 9,364
Groups) Total 656,293 | 26

Share of enterprises' Between |(Combined)| 890,589 | 2| 445,295 24,907 | 0,000
turnover on e- Groups
commerce — % * Within Groups 429,071 |24 17,878
Average Linkage Total 1319,661 | 26
(Between Groups)
Enterprises having Between | (Combined)| 533,824 2| 266,912| 5,428|0,011
received orders online | Groups

(at least 1%) — % of Within Groups 1180,183 |24 49,174

enterprises * Average | Total 1714,007 | 26

Linkage (Between

Groups)

Level of internet Between | (Combined)| 132,125| 2 66,062 | 9,387 (0,001
access — households * | Groups

Average Linkage Within Groups 168,898 | 24 7,037

(Between Groups) Total 301,023 | 26

Individuals — high Between |(Combined)| 1156,601| 2| 578,300 |25,139|0,000
formal education * Groups

Average Linkage Within Groups 552,107 | 24 23,004

(Between Groups) Total 1708,707 | 26

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

As can be seen from the data in Table 5, all variables take part in
the distribution of units by clusters. It is found that the level of significance
of the six specific signs (Sig.) e less than the chosen risk of error (a = 0.05).
This is a reason to assume that the features determined in the present
study have a discriminating ability and therefore can be included in the
subsequent analysis. The obtained results show that all the significance
levels are less than 0.05, which confirms that the selected quantitative
signs distinguish the three clusters sufficiently well.

According to the data in the following Table 6, the number of
member states of the European Union that are grouped and included in the
composition of the individual clusters is shown, considering the average
values of the determined variables in 2022.
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Table 6: Determining the number of the 27-member states of the European
Union belonging to individual clusters in 2022.

Report
Enterprise
s having
Share of received Individual
enterprises orders Level of s - high
Average Internet "turnover | online (at internet formal
Linkage Last use by on e- least 1%) - | access - | education,
(Between online | individual | commerce % of household | from 16 to
Groups) purchase S - % enterprises S 74 years
1 Mean 82,3700 | 95,6313 26,2875 27,6000 95,3225| 92,7900
N 8 8 8 8 8 8
Std. 5,24076| 2,51199 4,34032 9,16141 2,34759| 3,58799
Deviatio
n
2 Mean 67,4192 | 89,8869 16,3692 21,6692 91,6638 | 85,7831
N 13 13 13 13 13 13
Std. 6,45510| 3,19661 3,50794 6,55850 2,64254 | 4,52631
Deviatio
n
3 Mean 49,6417 | 84,4950 10,8500 15,1500 89,3017 | 74,4617
N 6 6 6 6 6 6
Std. 6,25179| 3,40413 5,46873 3,91139 3,05035| 6,57482
Deviatio
n
Total | Mean 67,8985| 90,3907 18,0815 21,9778 92,2230 | 85,3433
N 27 27 27 27 27 27
Std. 13,2519 | 5,02415 7,12434 8,11932 3,40262| 8,10676
Deviatio 3
n

Source: Eurostat. http://epp.eurostat.ec.europa.eu/;
https://ec.europa.eu/eurostat/databrowser/view/tin00028/default/table?lang=en.

In 2022, according to the data shown by Table 6, with the highest
average values, which are colored darker, for all the evaluated signs is the
first cluster — "Leading countries with the best results in online shopping".
The number of countries assigned to this cluster amounts to 8 countries
and includes: Belgium, Denmark, Czechia, Finland, Ireland, Luxembourg,
Netherlands, Sweden. Geographically, six of the listed countries belong to
Northern Europe, one to Western Europe, and one to Central Europe. In
the cluster thus created, the highest average value is taken by the variable
"internet use by individuals" — with a value of 95.6313, followed by the
variable "level of internet access — households" — with a value of 95.3225
and the variable "individuals — high formal education, from 16 to 74 years" —
with an average value of 92.7900.

Through the capabilities of the applied hierarchical clustering
method, it is found that in 2022, in the next position according to the
reported average values, colored lighter, is the cluster "Countries with good
results in online shopping”. The formed cluster covers a total of 13
countries, mostly from Central Europe and North-Eastern Europe. This
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cluster includes the following countries: Croatia, Estonia, Germany, France,
Austria, Hungary, Latvia, Malta, Slovakia, Lithuania, Poland, Slovenia and
Spain.

In 2022, according to the results obtained, the last cluster, with the
lowest average values, colored in the lightest, for all the evaluated signs, is
the one that includes 6 countries — Romania, Bulgaria, Cyprus, Greece,
Italy, Portugal, i.e. countries from South-East Europe and South-West
Europe. From the reported data, it is found that the lowest average value
among these countries, regarding the reached level of online shopping,
amounts to 10.8500 and is associated with the variable — "share of
enterprises' turnover on e-commerce — %". The analytical comparison
shows that in 2022 the evaluated variable exceeds by more than 3.14 times
the accepted value in 2012, but at the same time its value is 1.67 times
below the average value for the European Union, amounting to 18.0815.

The data visualized by means of Table 3 and Table 6 allow
significant generalizations to be made related to the average values
reached at the European Union level regarding the evolutionary
development of the online shopping process. The analysis of the changes
that have occurred in the total of six variables studied is the basis for the
formulation of more important assessments. In 2022, compared to 2012, an
increase in the average values of the studied variables is reported, as
follows: by more than 1.77 times, the average value of the variable "last
online purchase: in the 12 months"; by more than 1.24 times the average
value of the variable "internet use by individuals"; by about 1.40 times the
average value of the variable "share of enterprises' turnover on e-
commerce — %"; the average value of the variable "enterprises having
received orders online (at least 1%) — % of enterprises" increased by 1.53
times; the average value of the variable "level of internet access —
households" increases by nearly 1.26; the average value of the variable
"individuals with high formal education, from 16 to 74 years" increases by
about 1.87 times. From the thus reported changes in the average values of
the variables studied at the level of the European Union, it is established
that the highest result of increase is achieved with the variable "individuals
with high formal education, from 16 to 74 years", followed by the value of
the variable "last online purchase: in the 12 months". Relatively, with lower
growth rates, the values of the variable "internet use by individuals" and of
the magnified variable "level of internet access — households". The reported
results reflect the changes that have occurred, including in the digital
direction, of the economic and demographic characteristics of the surveyed
users from the 27-member states of the European Union.

The results thus achieved in the analyzed years 2012 and 2022 are
grounds for formulating the opinion that the leading countries — Belgium,
Denmark, Czechia, Finland, Ireland, Luxembourg, the Netherlands and
Sweden — report and achieve a high level of development in online
shopping among consumers from the 27-member states of the European
Union. The countries forming the cluster with good results in online
shopping reach relatively high levels on the measured variables. South-
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Eastern European countries need to follow Europe's 2030 digital goals and
adapt to them at a faster pace.

The results obtained in the context of the present study allow to
interpret the evolutionary development of online shopping among
consumers from the 27-member states of the European Union. This
process is studied and measured through the prism of certain variable
quantities, considering: last online purchase: in the 12 months; internet use
by individuals; share of enterprises' turnover on e-commerce — %;
enterprises having received orders online (at least 1%) — % of enterprises;
level of internet access — households; individuals with high formal
education, from 16 to 74 years. The change in the identified variables
reflects to a significant extent the changes in the economic and
demographic characteristics of the studied European consumers.

The comparative analysis of the countries of the European Union
regarding the reached level of online shopping is of practical utility in
relation to the set digital goals for 2030. In the outlined problem area,
results published by other researchers in their studies are of interest. For
example, a joint development of a group of authors, including J. Andrei, L.
Chivu, V. Sima, |. Gheorghe, D. Nancu and M. Duica, is devoted to the
study of digital convergence in the European Union in terms of Digital
Economy and Society Index (DESI) (Andrei, et al., 2022). The cited authors
take the position that the role of economic development is likely to be
decisive in resolving the differences between the Member States of the
European Union regarding the progress of digital transformation at the level
of the business environment and individual individuals. Another group of
researchers, including A. Karczmarczyk, J. Watrobskib, J. Jankowska and
E. Ziembac, argue that the adoption of information and communication
technologies is decisive for digital transformations at the level of individual
sectors of the economy, and also at society level (Karczmarczyka, et al.,
2019).

By their very nature, the studies and benchmarking of the 27-
member states of the European Union regarding consumer digitalization
and online shopping highlight the increasingly important issue of the
complexity of the challenges of adapting to technological innovation. The
evaluation of emerging trends and changes is significant for business
companies, as they should design and construct digital infrastructures,
adopt their effective business solutions and make forecasts for market
supply of goods and services.

The results of this research highlight the importance of the selected
variables needed to analyze and evaluate the online shopping of
consumers from European Union member states. Understanding these
variables, as well as the changes occurring in their values, allows individual
countries to maintain the position reached (for example, by the leading
countries) or to direct and concentrate more investments to achieve a
higher level on one or more variables, so that they can move to a higher
group or cluster in the hierarchy.
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Conclusions

The development of online shopping creates a need for studies at
different levels — individuals, business companies, national, regional and
international organizations and institutions. The practical utility of these
studies is in identifying the variables or factors that influence consumer
behavior, as well as in the search for correlations between the demand and
supply of online goods and services.

In this sense, in the present development, the access and use of the
Internet by individuals, their educational level, the level of access to the
Internet by households, the online purchases made, as well as the relative
share of the turnover of the enterprises from e-commerce and the online
orders received by the enterprises are perceived as part of the key
variables on the basis of which the degree or stage of development of
online shopping of consumers from the 27-member states of the European
Union can be identified.

On the basis of the cluster study, the similarities and differences
between the assessed countries in terms of online shopping carried out in
2012 and 2022 are established. The application of the hierarchical cluster
analysis method on six selected variables is the basis for distinguishing
three relatively homogeneous clusters with relevant characteristics in
relation to the online shopping carried out by users. The comparative
analysis of the results makes it possible to highlight that while in 2012 the
leading countries in online shopping mainly included those from Western
Europe and Northern Europe, in 2022 certain changes took place, leading
to an advantageous position of the Northern countries Europe. At the next
hierarchical level in terms of the researched online shopping are the
countries, most of which are from Central Europe. With relatively lower
results in online shopping, compared to the average values for the
European Union on all variables, are the countries located in South-Eastern
Europe. In the last group of countries, there is significant untapped potential
for digital transformation at various levels — business environment, society
and individuals. This kind of transformation would generate additional
organizational and structural value for their economies.

The reported results are largely a reflection of the changes and
transformations that have occurred, including in the digital direction, of the
economic and demographic characteristics of the studied European
consumers. Not all member states of the European Union have the same
opportunities for the development and growth of online shopping. A
correlation should be sought between the established differences between
European countries in terms of the studied process and the rates of
development of their economies. A significant part of the disparities in
digital development and changes in online shopping between the 27-
member states of the European Union arises from differences in economic
development rates. Overall, economic and demographic variables will
continue to be significant factors driving the development of online
shopping, leading to the need for further research on these issues.
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Abstract: The Covid pandemic has hastened the pace of implementing
digital technologies in Bulgarian companies, and digitization has emerged
as an important priority for business. The goal of this study, which is based
on a literature review and empirical research, is to identify the challenges to
digital transformation as well as the benefits that firms expect from
implementing this process. According to the findings of the research,
Bulgarian businesses, despite the lack of a clear digital strategy, are aware

of both the business opportunities and benefits that digitization brings them,
as well as the difficulties and problems accompanying digital
transformation.
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Introduction

The development of information technology changes people's way
of life in multiple aspects of their work, education, and leisure time. More
and more activities are being facilitated by technology or completed entirely
online. Technological tools are gradually making their way into business
organizations, with the COVID-19 pandemic accelerating and intensifying
this tendency. As a result, traditional business processes are being
transformed, and new business models based on digital products and
services are forming. In an era characterized by rapid technological
advancements, the concepts of Digitalization and Digital Transformation
have emerged as a pivotal force reshaping the landscape of businesses
worldwide. Digital transformation has incontestable benefits as well as
significant challenges. Every technological breakthrough has historically
been accompanied by major social and institutional transformations. This is
especially true for Bulgarian businesses, which must be digitized and
transformed considering the difficult socioeconomic and geopolitical
environment in which our country sees itself. Regardless, it is becoming
increasingly vital for Bulgarian companies to plan the digital transformation
in a timely, efficient, and appropriate manner to acquire flexibility and
maintain market competitiveness. As companies globally strive to navigate
the digital frontier, our attention in the current report turns to the specific
challenges and benefits that Bulgarian companies encounter in their pursuit
of digital transformation.

The goal of this study is to identify the key obstacles to digital
transformation as well as the benefits that Bulgarian firms expect from
implementing this process.

In this regard, we have set ourselves several tasks:

1. To define digitalization and digital transformation concepts in the
context of technological innovations in business organizations.

2. To outline the main benefits and challenges of company digital
transformation.

3. To analyze the level of digitalization in Bulgarian organizations.

Considering the many specifics and peculiarities of digital
transformation and the processes associated with it, our research is limited
to a survey of the opinions of Bulgarian enterprises in two main areas: the
expected benefits of digitization and digital transformation and the
obstacles to its implementation.

Literature review

In the contemporary business environment, Digitization,
Digitalization, and Digital Transformation emerge as indispensable
catalysts driving organizational evolution. Although they are frequently used
synonymously, they have distinct meanings and require different
approaches to definition, making it difficult to distinguish between them and
preventing precise conceptualization.
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Digitization is the technical process of converting analog data to
digital format (Gorensek & Kohont, 2019) as well as the shift from analog to
digital technologies (Mikalef & Parmiggiani, 2022). The term is used to
describe some procedures, including the production of digital products and
the application of digital technology in the course of creating new
technological processes (Gradillas & Thomas, 2023), and is a technological
framework for digital transformation (Rachinger, et al., 2018).

Digitalization, on the other hand, is described as the process of
gathering, generating, and analyzing data in order to produce added value
through digital innovation (Cappa, et al., 2021). It aims to develop new
digital products by using digital technologies in the innovation process
(Lanzolla, et al., 2021). In a global aspect, digitalization is defined as the
transformation of the socioeconomic environment through the adoption,
use, and utilization of information and communication technology (Gradillas
& Thomas, 2023). Digitalization improves the relationship between the
company and its customers, adding value to the economy (Reis, et al.,
2020) as well as transforming society into an information one (Gong &
Ribiere, 2021). The fundamental distinction between the two concepts is in
the context in which they are utilized, with digitalization being defined in a
broader social and institutional context.

In a broader sense, digital transformation refers to the process of
integrating digital technology into traditional business processes within the
context of the digital economy (Ziyadin, et al., 2020). At the organizational
level, digital transformation changes existing business processes,
generates new revenues, and reveals opportunities to create business
value (GorenSek & Kohont, 2019), through strategic utilization of critical
resources and capabilities (Gong & Ribiere, 2021). Its primary purpose is to
improve business operations by combining information, computer, and
communication technologies (Mikalef & Parmiggiani, 2022). Successful
digitalization and digital transformation are complicated and long-term
procedures that would be impossible to achieve without the deployment of
a digital strategy focused on improving user experiences, optimizing
organizational processes, and incorporating hew business models (Matt, et
al., 2015).

In the digital age, digital transformation is an essential component of
business strategy. The benefits of this process are undeniable and
substantial, but it is accompanied by many risks and challenges that firms
must encounter.

Numerous authors have conducted extensive research to determine
the main benefits of digital transformation for business organizations. We
can highlight some of the most important benefits of business digitalization
by analyzing their ideas and opinions. (Jadertrierveiler, et al., 2019),
(Frendiana & Soediantono, 2022), (Mikalef & Parmiggiani, 2022), (Gong &
Ribiere, 2021), (Kraus, et al., 2022), (Schwertner, 2017):

o implementing new business models based on
innovation, such as blockchain, artificial intelligence, and the

Internet of Things, in order to produce smart, personalized, and
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interconnected products and services that correspond to expanding
customer needs;

o improved planning and management of the
business by providing comprehensive and real-time access to data,
automating processes, facilitating decision-making through big data
analysis and artificial intelligence, and supporting effective
communication and collaboration across departments;

o reduce costs by optimizing operations, automating
regular activities, storing data in the cloud, and implementing
intelligent technologies such as machine learning and robotics;

o increasing revenue and profit through the
integration of modern technology, individualized approaches to
clients, and effective operations management, which leads to
enhanced resource efficiency and an improvement in the quality of
goods and services given;

o economic growth as a result of improved efficiency,
increased innovation potential, penetration of new markets with new
products and services, better resource management, etc.;

o reduced ecological footprint by introducing efficient
and sustainable technologies;
o improved customer engagement is achieved

through the implementation of personalized and multi-channel
interactions, the collection and analysis of customer data to
anticipate their wants and expectations, the offering of customized
goods and services, and the optimization of customer processes, all
of which contribute to increased customer value;

o implementation of new technologies, resulting in the
development of an innovative company culture;

o improved flexibility and adaptability to market
changes;

o increasing competitiveness as a result of more

flexible and efficient business processes, rapid implementation of
innovations, more accurate adaptation to customer needs,
optimization of decision-making solutions, and creation of new
digital products and services that meet modern market
requirements.

The widespread implementation of digital transformation in

Bulgarian firms is constrained by risks and challenges, despite the
benefits that have been shown. By analyzing the viewpoints of multiple
authors and interpreting them in the context of Bulgarian reality, we may
pay attention to the following (Jadertrierveiler, et al., 2019), (Weerasinghe &
Nirere, 2022), (Moore & Pratt, 2021), (Kraus, et al., 2022), (Schwertner,

o data security is an essential challenge for digital
transformation as the introduction of new technologies and digital
processes produces an increased volume and variety of data that

53



requires careful management, protection against cyber-attacks,
access management, and compliance with privacy regulations;

o insufficient maturity and capacity of existing
technologies, as well as difficult integration with newly developed
ones;

o lack of trained personnel to deal with complex
innovative technologies;

o a substantial amount of investment in digital
transformation, which is difficult to justify by organization
management due to the initiative's unclear benefits;

o the lack of standardization, certification, and a
clear regulatory framework for implementing the digital
transformation, etc.

Methodology

As the methodological basis of this report, we used 2 methods: first,
a systematic literature review of the publications on the topic and, second,
an empirical study of the state of digitalization and its prospects among the
leading companies in Bulgaria.

In the first stage we took the following actions in applying the
systematic literature review (Kitchenham, 2004) of the publications on the
subject: 1) we conducted a comprehensive search for articles on Research
Gate, Google Scholar, ScienceDirect, Scopus, and other reputable sources
of scientific literature; 2) we determined publications that were relevant to
the research problem; 3) we conducted a detailed analysis of the selected
publications, utilizing them as a foundation for obtaining conclusions; 4)
using a structured approach, we categorized the selected publications
systematically, determining summaries and reaching conclusions.

In order to outline a more realistic and detailed picture of the state,
expectations, benefits, and challenges to the digital transformation of the
Bulgarian business, an empirical study was conducted among the leading
companies in our country. A questionnaire with the following structure was
created for this purpose: Introduction; Objectives of the study; General
information about respondents; Pandemic and digitalization; Digitalization —
trends, technologies, challenges; Summary. The questionnaire includes a
total of 20 questions (19 closed questions and 1 open), which cover a wide
range of topics related to digitalization and its significance for the future of
Bulgarian business. The survey was carried out online by The German-
Bulgarian Chamber of Industry and Commerce (GBCIC) and Siemens
Bulgaria in the period 15.06.2021 - 15.07.2021. The questionnaire was sent
out to 500 companies (Bulgarian and foreign, operating in Bulgaria,
including GBCIC members and partners, Siemens Bulgaria customers,
partners, and suppliers, etc.), and 60 companies (12%) returned entirely
completed surveys.

Results and discussion
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Companies that responded to the questionnaire represented a wide
range of industries, with the largest share coming from the sectors
"Consulting Services" (13.33%), "Manufacturing” (10.00%), "Transport"
(10.00%), "Information technology and software" (8.33%), "Mechanical
engineering"” (8.33%), "Medicine and medical technology" (8.33%),
"Wholesale and retail trade" (8.33%), and others. They are of different size
groups, with a predominant share of medium and large companies (Figure
1).

80% 62%
60%

21% 17%

0%
1-10 11-500 500+

Range of employees

Relative value of the
respondents (%)
NS
o O
X X

Source: Authors’ calculations
Figure 1: Size structure of the companies

The Covid pandemic has changed people's lives and the way
business organizations function. For the vast majority of companies
(88.14%), the most serious effect of the pandemic is an increase in remote
work, and for more than half of them (52.54%), the process of entering and
using digital technologies is accelerating. The pandemic has changed the
mindset of Bulgarian businesses, and for 70.00% of companies,
digitalization is becoming an increasingly important priority. In the field of
digital transformation, the introduction of remote communication
technologies, the increase of investments for digitalization, the
development of new IT skills, the automation of IT and business processes,
etc., come to the fore. (Figure 2).
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Introducing more remote communication/meeting. . I 35%
Greater automatization of IT and business processes NN 40%
Increasing the company's digitalization investments NN 36.67%
Retraining and training of employees (the.. NI 31.67%

Priorities

Development/offer of new digital products and services Nl 10%
No change in priorities Wl 6.67%
I can not decide 1 1.67%
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Relative value of the respondents (%)

Source: Authors’ calculations

Figure 2: Priorities in the field of digitalization as a result of the
pandemic

The prioritization of digitalization is also confirmed by companies'
intentions to invest in digital transformation technologies. Almost half
(46.67%) of them plan to increase their investments in digital transformation
technologies and only 1.67% - to decrease them, which means that
digitalization is becoming increasingly important for Bulgarian businesses.
The good results of the measures taken during the pandemic in the field of
digitalization encourage companies to continue their implementation even
after its end. This applies to the greatest extent to maintaining remote
working mode (63.33%), holding more digital meetings (71.67%),
increasing paperless processes (63.33%), and increasing cloud-based
internal services and processes (46.67%).

At the same time, it should be noted that a very small part (11.80%)
of the respondents have a comprehensive digital strategy and positive
results from digitalization can only be achieved if the digital strategy is
incorporated into the overall business strategy of the company. As a rule,
Bulgarian business is short-term or, at best, medium-term oriented, and this
fully applies to plans for its digitalization — only 1.75% have a long-term
digital strategy, and 9 out of 10 companies plan their actions in the field of
digitalization in the short term.

Digitalization is not an end in itself but an effective means to
achieve better business results both in the short term and in the long term.
For example, it contributes to the improvement of communication between
employees in the company, to increase their efficiency, to optimize costs,
improves customer relations, helps to better serve them, provides access to
more customers, provides new marketing opportunities, contributes to the
construction of a positive image in online environments and wider
recognition of the business, has a favorable influence on the process of
creating products/services, etc. Therefore, it is not surprising that the
benefits of digitalization expected by the studied companies, as well as its
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specific impact on the business and the company itself, are too humerous
and diverse (Figure 3).

Increased resource efficiency m———— —————— 74, 58%
Increasing competitiveness m————————— 59,49%
Cost reduction m—————— 5/ 24
Improved data collection and analysis ~—————————— 49 15%
Added value for the customer ~m————— 49,15%
Better planning and management ~m————— 49,15%
New business models (e.g. services) m—— 47 46%
Improved service processes m—— 45 76%
Improved quality —s———————— 40,68%
Creating an innovative culture —e—————— 35 5904
Greater transparency of business processes (value. . m——— 28 81%
Smaller environmental footprint =————— 28 81%
Increase profit = 23 73%
Faster release on the market = 23 730,
Product customization === 20 34%

10,00% 30,00% 50,00% 70,00% 90,00%
Relative value of the respondents (%)

Benefits

Source: Authors’ calculations
Figure 3: Expected benefits from digitalization

Businesses expect the introduction of digital technologies to lead
primarily to more efficient management of resources (74.58%), increasing
the company's competitiveness (69.49%) and reducing costs (54.24%). In
addition, in response to another survey question, 41.67% of companies
answered that the digitalization of work processes leads to an increase in
labor productivity.

Qualification of employees I 50,00%
Amount of investments I 30,66%
Data security NI 25.86%
The regulatory framework IEEGEG—_—_———— 20.69%
We have other priorities right now I ]7.24%
Insufficient technology maturity I 17.24%
The unclear economic benefits I 15.52%
The lasting negative effects of the pandemic NEEEEGEG—_——— 1552%
Insufficient standardization and certification NN 13,70%
Insufficient capacity to record and store digital.. m——— 10,34%
Lack of clear priorities from the company's. . I 10,34%

Challenges and obstacles
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Source: Authors’ calculations

Figure 4: Challenges and obstacles to using digital technologies
and processes

Regardless of the benefits (realized and/or expected), the
introduction and use of digital technologies and processes face numerous
difficulties and challenges. The successful management of digital
transformation and the achievement of the aforementioned benefits of
digitalization of processes in companies requires taking into account the
unfavorable influence of a number of factors, as well as overcoming quite a
few obstacles. Digitalization can be hampered by the lack of sufficiently
technically prepared people, the neglect of the issue of training employees
in the field of digital technologies, the low level of digital culture in the
company, the fear of leaking online information with all the negative
consequences for the business, the lack of information about the benefits of
digitalization, the lack of funds to finance the digitalization process, etc.
According to the surveyed companies, the main obstacles to using more
digital technologies are the qualification of employees (a problem for every
second company), the amount of investment required for digital
transformation (39.66%), and data security (25.86%). In order to implement
digital technologies in the future, almost half of the companies (49.15%)
need better knowledge of future market trends and requirements, additional
employee training (47.46%), and integration of digitalization as a process
(45.76%).

Digital marketing specialists I 47,46%
Specialists in the development of digital business. . I 42,37%
Cloud computing specialists I 33,90%
Big/Smart data and advanced analytics specialists I 33,90%
Industry 4.0/production automatization specialists I 27.12%
Specialists in the development and integration of. . I 23.73%
Conceptual planning and implementation specialists NI 22.03%

Needed types of specialists

Cyberphysical Systems specialists NN 13.56%
Simulations specialists I 8.47%

0.00% 10.00% 20.00% 30.00% 40,00% 50.00%
Relative value of the respondents (%)

Source: Authors’ calculations

Figure 5: Need for specialists in the field of digitalization of
technologies and processes
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According to the study results, the most significant obstacle to the
adoption and usage of digital technology and processes is a lack of skilled
people with the requisite digital capabilities. The rapid growth of digital
marketing in recent years has led to an increased demand for specialists in
this field. Almost half of the surveyed companies (47.46%) feel a need for
digital marketing specialists. Companies also have a significant need for
specialists in the development of digital business models and services
(42.37%), cloud technologies (33.90%), and Big/Smart data and advanced
analytics specialists (33.90%). Finding specialists with the necessary digital
skills in the Bulgarian labor market is difficult, but it will allow the realization
of the benefits expected by businesses from digitalization and the
implementation of new digital technologies in the areas that, according to
the companies, have the greatest potential for development — optimization
of resources (time, personnel, development), development of new business
models/services, automation of production, improvement of interaction with
customers and suppliers, improvement of communication with and between
company employees, etc.

Conclusion

The current study's results, however limited in its scope, indicate
that digitalization is not an unfamiliar concept for Bulgarian businesses.
Bulgarian companies are aware of the opportunities that digitalization
provides for optimizing the utilization of resources, automating production,
improving interaction with customers and suppliers, and enhancing
communication within and among company employees, as well as the
challenges and obstacles to implementing and using digital technologies
and processes. The business has a clear vision of what type of
digitalization specialists it will need in the near future. The study reveals the
main directions in which companies should work in the future in the field of
digitalization: developing a long-term digital strategy integrated into the
company's general strategy, increasing investments in new digital
technologies and processes, as well as digital training of personnel with an
emphasis on the skill acquisition in the areas of digital marketing, cloud
technologies, and the development of digital business models and services.
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The Role of Artificial Intelligence in Transforming the Tourism
Market
Nickolay Tsonev?!
Darina Zvetanova?

Abstract: The tourism stands on the brink of a new era shaped by Artificial
Intelligence (Al). This paper delves into the multifaceted influence of Al on
tourism, examining its implications for personalization, operational
efficiency, and sustainable tourism practices. By scrutinizing recent

academic contributions and case studies, we aim to provide a
comprehensive overview of Al's current and potential impact on the tourism
sector.
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JEL: A11; A13; M2; M3; L83

Introduction

The Tourism industry, a critical driver of global economic growth, is
undergoing a radical transformation propelled by the advent of Atrtificial
Intelligence (Al). As a multi-faceted sector that encompasses travel,
accommodation, and a plethora of other customer-oriented services,
tourism is inherently data-rich and thus stands to gain significantly from Al's
core capabilities (Gretzel et al., 2018). The implications of Al in tourism
extend from enhancing customer service to streamlining operations, and
from crafting personalized travel experiences to promoting sustainable
tourism practices.

In an industry that thrives on the satisfaction and personalization of
consumer experiences, Al's ability to analyze large sets of data and discern
patterns has enabled the delivery of bespoke travel recommendations and
itineraries, reflective of the nuanced preferences of tourists (Li et al., 2018).
Moreover, the integration of Al-driven technologies such as chatbots, virtual
assistants, and machine learning algorithms has not only simplified the
booking and planning process but has also redefined customer
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engagement, providing round-the-clock assistance and insights driven by
predictive analytics (Xiang et al., 2017).

Operational efficiency, a cornerstone for success in the highly
competitive tourism market, has also been bolstered by Al through
optimized resource allocation and cost management. Al's predictive
capabilities facilitate better forecasting of tourism marker trends, allowing
businesses to adjust their strategies in real-time, thus avoiding overbooking
and understaffing issues (Noone & Robson, 2014). In addition, Al-powered
systems aid in maintaining competitive pricing, improving revenue
management, and ensuring that tourism operations are agile and
responsive to the dynamic market conditions.

Furthermore, as global attention shifts towards sustainable and
environmentally responsible travel, Al has emerged as a tool for promoting
sustainable tourism. Through the analysis of data patterns and the
automation of resource management, Al assists in reducing waste,
managing energy use in smart hotels, and aids in the implementation of
eco-friendly practices without compromising guest experiences (Koo et al.,
2016).

Despite these advancements, the infusion of Al in tourism is not
without its challenges. The industry faces issues related to privacy, data
security, and the ethical use of Al. Moreover, the potential for job
displacement due to automation and the need for skilled labor to manage
Al technologies presents a dual challenge of workforce transformation and
training within the sector (Tussyadiah & Miller, 2019).

This paper aims to provide a comprehensive exploration of the role
of Al in tourism, highlighting its potential to revolutionize the sector while
acknowledging the complexities and challenges it brings. Through
examining the current state of Al applications in tourism and projecting its
future trajectory, this paper seeks to offer academic insights and practical
implications for stakeholders in the tourism industry poised at the cusp of
the Al revolution..

Literature review

The impact of Al on personalizing the customer experience in
tourism has been widely studied. Tussyadiah (2020) examines how Al-
powered recommendation systems alter consumer behavior by presenting
tailored options. This research aligns with Gretzel et al. (2015), who
highlight the potential of Al to curate bespoke itineraries based on personal
preferences and past behavior.

Operational efficiency through Al is another area of significant
interest. Li et al. (2019) delve into the use of Al in optimizing hotel revenue
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management, arguing that predictive analytics can enhance pricing
strategies and occupancy forecasting. This is echoed by Ivanov and
Webster (2017), who explore the use of Al in automating hotel operations,
demonstrating substantial gains in cost reduction and resource allocation.

Sustainable tourism is an emerging field where Al is having an
increasing impact. Ko et al. (2018) discuss the deployment of Al in
managing energy consumption in hotels, while Filimonau and Krivcova
(2020) analyze Al’s role in reducing food waste in the hospitality industry.
These studies suggest that Al not only has the potential to drive
sustainability in tourism but also to revolutionize the sector's approach to
environmental stewardship.

The ethical considerations of Al in tourism are complex and are the
focus of several studies. Tussyadiah et al. (2019) provide an overview of
the ethical issues surrounding privacy and Al, emphasizing the need for
transparency in Al systems. Furthermore, the implications of Al on
employment in tourism are critically assessed by Kaushal and Srivastava
(2021), who caution about the potential displacement of jobs while also
recognizing the opportunities for new job creation.

Lastly, the overall potential of Al in tourism is synthesized in the
works of Buhalis and Sinarta (2019), who suggest that Al is a key driver for
innovation and competitive advantage in tourism. They assert that Al has
reshaped the landscape of the industry, presenting both opportunities and
challenges for practitioners. Personalization in Tourism through Al

Personalization in Tourism through Al

The age of mass marketing is waning in the face of a new era
where personalized customer experiences are paramount, especially in the
tourism market. At the heart of this transformation lies the power of Al to
collect, analyze, and act upon vast amounts of data, enabling
unprecedented levels of customization (Li et al., 2018). This segment
examines how Al's data-driven insights are crafting individualized
experiences that cater to the unique preferences of each traveler.

Al algorithms have the capability to sift through large datasets that
include previous bookings, online browsing behaviors, and feedback to
create detailed traveler profiles. With these profiles, Al can offer highly
tailored recommendations for destinations, hotels, activities, and even food
venues that align with the traveler's tastes and past behavior (Gretzel et al.,
2018). The sophisticated use of machine learning allows these systems to
continuously learn from the user's interactions, further refining the
personalization over time.
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In leveraging this personalization, chatbots and virtual assistants
play a pivotal role. Equipped with natural language processing, they can
understand and respond to user inquiries with a high degree of relevance
and personal touch (Xiang et al., 2017). For instance, a chatbot can assist
a user in selecting a travel package by asking questions about preferences
and providing recommendations that feel individually curated. These Al
systems can handle a wide range of tasks from answering queries about
local customs to suggesting packing lists based on the weather forecast of
the destination.

Moreover, Al enables the creation of dynamic packaging of travel
services, where flight bookings, accommodations, and activities are
bundled in real time to offer a complete and customized travel solution
(Xiang et al., 2017). This not only saves time for the traveler but also often
leads to cost savings as Al systems can identify the best combinations of
services at the most competitive prices.

The integration of Al in personalization extends to on-trip
experiences as well. In destinations, Al-powered mobile applications can
serve as personal tour guides, adapting the sightseeing itinerary based on
real-time feedback and the tourist's location, interests, and time constraints.
The Al systems behind these applications can also provide contextual
information on sights, translate foreign languages in real time, and even
offer cultural tips to enhance the travel experience.

Here is algorithm a sample of Al-driven personalization in tourism:

1. Personalized Tourist Experience:
Ultimately leading to a more
personalized tourist experience.

2. Tailored Travel Recommendations:
Providing personalized travel
recommendations based on

5. Tourist Data Collection: Collecting
preferences, history, and feedback
from tourists.

predictions.

3. Prediction of Preferences 4. Data Analysis &
& Behavior: Predicting future Machine Learning:
preferences and behaviors of Using this data to
tourists. inform machine
learning algorithms.

Source: Author Figure
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Figure 1: Flowchart of Al-driven personalization in tourism

However, the benefits of Al in personalization must be weighed
against the concerns regarding data privacy and security. The extensive
data required to feed Al systems raises legitimate fears over the misuse of
personal information (Tussyadiah & Miller, 2019). As such, the tourism
industry must implement robust data governance practices to ensure that
the personalization Al offers does not come at the cost of consumer
privacy.

The potential of Al to personalize the travel experience is profound,
offering tailor-made itineraries that were once the exclusive domain of
luxury travel services to the broader market. This democratization of
personalized travel, if harnessed responsibly, can lead to a deeper and
more satisfying tourism experience, bolstering the industry's growth. With
ongoing advancements in Al, the future promises even more sophisticated
levels of customization, further blurring the lines between technology and
human touch in the journey of travel.

Methodology
Operational Efficiency Boosted by Al

The deployment of Al in the tourism market has dramatically
reshaped operational efficiencies, yielding robust benefits in resource
management, cost reduction, and customer satisfaction. Al's capacity to
analyze complex data and predict outcomes with high accuracy underpins
this operational transformation.

Resource Management Optimization:
Al-driven algorithms excel in forecasting demand, which is crucial for the
tourism sector's dynamic and seasonally influenced market. By predicting
peak travel times, hotels can optimize room pricing, while airlines can
manage seat availability to maximize revenue (lvanov & Webster, 2017). Al
systems go beyond simple historical analysis; they incorporate a wide array
of variables from global economic indicators to social media trends,
providing a nuanced demand forecast. This ability to anticipate and adapt
to market demands ensures that businesses maintain service quality while
operating at optimal capacity, reducing the risk of both overbooking and
underutilization.

Cost Reduction:
Cost reduction through Al is achieved by automating routine tasks, which
traditionally consume considerable human labor and time. For instance, Al-
powered systems handle customer inquiries, bookings, and check-ins,
reducing the staffing requirements and minimizing the potential for human
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error (Noone & Robson, 2014). Moreover, Al can manage energy use in
hotel rooms through smart thermostats and lighting systems, leading to
significant savings on utility costs. Predictive maintenance powered by Al
also aids in reducing the costs associated with equipment failure and
downtime by alerting staff to potential issues before they escalate.

Enhanced Customer Service:

Al enhances customer service by providing personalized assistance and
resolving issues promptly. For example, Al chatbots can manage multiple
customer interactions simultaneously, ensuring immediate response times,
which greatly improves customer satisfaction (Xiang et al., 2017).
Additionally, Al systems can analyze customer feedback and online reviews
to identify areas for improvement, enabling businesses to swiftly address
service issues and adapt to changing customer preferences.

Challenges in Implementation:

Despite these efficiencies, implementing Al in tourism operations is not
without challenges. There is a significant upfront cost in developing or
acquiring Al technology, and the ongoing need for maintenance and
updates requires sustained investment. Furthermore, there is a human
factor to consider; the workforce needs to be trained to work alongside Al
systems, and there may be resistance to change from employees
accustomed to traditional methods of operation (Tussyadiah & Miller,
2019).

Moreover, the tourism industry must address concerns regarding
the ethical use of Al. There is a risk of Al decision-making processes being
opaque, leading to a lack of accountability in cases of failure or bias in
service provision. Establishing transparent Al operations and ensuring
ethical programming are essential to maintain trust among both customers
and employees.

The integration of Al into tourism operations presents an opportunity
to dramatically increase efficiency, reduce costs, and enhance the
customer experience. As Al technology continues to evolve, it will likely
introduce new avenues for operational improvements within the industry.
The challenge for tourism businesses is to navigate the implementation of
Al in a manner that respects ethical considerations and aligns with long-
term strategic goals, ensuring that Al remains a powerful tool for service
excellence and operational success.

Sustainable Tourism and Al

Sustainable tourism has become a global imperative as the travel
industry grapples with its environmental impact. Artificial Intelligence (Al)
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stands at the forefront of this movement, offering innovative solutions to
foster eco-friendly practices while enhancing the tourist experience.

Energy and Resource Management:
Al significantly contributes to energy conservation within the tourism sector,
particularly in hotel management. Smart hotel rooms equipped with Al
technology can adjust lighting, heating, and air conditioning based on
occupancy, reducing energy consumption without compromising guest
comfort (Koo et al., 2016). Additionally, Al systems can manage water
usage, minimizing waste while ensuring that resources are used efficiently.

Waste Reduction and Management:
Al has the potential to revolutionize waste management in tourism. Through
machine learning algorithms, waste disposal processes can be optimized
by identifying patterns in waste generation, thereby facilitating more
effective recycling and reduction strategies. For example, Al can predict
food waste volumes in hotels and restaurants, allowing for better portion
control and menu planning to minimize unnecessary waste (Koo et al.,
2016).

Conservation and Wildlife Protection:
In natural and wildlife tourism, Al is used to monitor and protect
ecosystems. Al-driven drones and sensor networks can track wildlife,
providing data that helps in combating poaching and studying animal
behaviors with minimal human intrusion. Furthermore, Al-enabled platforms
assist in the enforcement of fishing regulations and the monitoring of
protected areas, ensuring that tourism activities do not adversely affect the
local fauna (Koo et al., 2016).

Sustainable Tourism Planning:
Al aids in sustainable tourism planning by analyzing large datasets on
tourist behaviors and environmental impact. This analysis can inform
policymakers and stakeholders, allowing for the development of sustainable
tourism policies and practices. Al can model the potential impacts of
tourism-related development, helping planners to make decisions that
balance economic benefits with environmental conservation.

Challenges in Balancing Technology and Sustainability:
While Al offers solutions for sustainable tourism, its deployment is not
without challenges. The environmental cost of powering Al technologies is
a concern; thus, the industry must strive for energy-efficient Al systems.
There is also the need to consider the full lifecycle of Al hardware, ensuring
that devices are produced and disposed of in an environmentally friendly
manner.

Al's contribution to sustainable tourism is significant, offering tools
for energy and waste management, conservation efforts, and informed
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policy-making. As Al technologies become more advanced and
widespread, their role in driving sustainable practices within the tourism
industry will likely expand. For Al to be a true ally in sustainability, it must
be utilized in a manner that is consistent with the principles of ecological
responsibility and aligned with global sustainability goals. Embracing Al's
potential will enable the tourism industry to meet the dual objectives of
providing memorable experiences for tourists and preserving the natural
and cultural heritage for future generations.

Results and discussion
Ethical Considerations and Al in Tourism

As Al systems become more integrated into the tourism industry,
ethical considerations have moved to the forefront of the discourse. The
application of Al in tourism raises several ethical issues that must be
addressed to maintain public trust and ensure the responsible development
of technology.

Privacy Concerns:
With the increasing personalization of services in tourism, Al systems
collect and process vast amounts of personal data. The ethical handling of
this data is paramount. There are concerns about how this data is stored,
used, and shared, as well as the potential for surveillance and data
breaches (Gretzel et al., 2018). Ensuring data privacy and security requires
robust frameworks that protect personal information in compliance with
regulations like the General Data Protection Regulation (GDPR) in the
European Union.

Bias and Discrimination:
Al systems are only as unbiased as the data they are trained on. There is a
risk that Al, particularly in decision-making roles, can perpetuate and even
amplify biases present in the training data. This can lead to discrimination
in service provision, with Al potentially offering different prices,
accommodations, or services based on gender, ethnicity, or nationality
(Tussyadiah & Miller, 2019). It is critical that Al systems in tourism are
designed and audited for fairness to prevent discriminatory practices.

Employment and the Workforce:
The implementation of Al in tourism has implications for employment within
the industry. While Al can increase efficiency and reduce costs, there is
concern over job displacement as machines replace human workers in
certain roles. This raises ethical questions about the responsibility of
businesses to their employees and the need to balance technological
advancement with job security. It is also essential to consider the reskilling
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and upskilling of the workforce to work alongside Al technologies
(Tussyadiah & Miller, 2019).

Transparency and Accountability:

Al decision-making processes can often be a 'black box', with algorithms
making decisions that are not easily understood by humans. This lack of
transparency can be problematic, particularly when decisions have
significant impacts on tourists' experiences or business operations. The
tourism industry must strive for Al transparency, enabling stakeholders to
understand how Al systems make decisions. Along with transparency,
there must be accountability; when Al systems make errors, there should
be clear mechanisms for redress and improvement (Tussyadiah & Miller,
2019).

The ethical considerations of Al in tourism are complex and
multifaceted, encompassing privacy, bias, workforce impacts, and the need
for transparency and accountability. Addressing these issues is not just a
technical challenge but a societal imperative to ensure that the integration
of Al in tourism aligns with broader social values and ethical norms. The
industry must engage with these challenges proactively, developing ethical
guidelines and practices that ensure Al is used to enhance the tourism
experience without compromising individual rights or social equity. As Al
technology continues to evolve, ongoing dialogue and collaboration among
industry stakeholders, ethicists, and policymakers will be crucial in
navigating the ethical landscape of Al in tourism.

Conclusion

In conclusion, the integration of Artificial Intelligence (Al) into the
tourism market has profound implications for the evolution of travel,
hospitality, and the overall tourist experience. As this paper has explored,
Al has the capacity to transform customer service through smart
interactions, enhance operational efficiencies, bolster personalized travel
experiences, support sustainable tourism practices, and raise significant
ethical considerations.

The confluence of Al with tourism heralds a future where travel is
more accessible, tailored, and efficient. The personalization of tourist
experiences through Al not only meets the growing demand for customized
travel but also fosters deeper engagement with destinations and cultures.
Operational efficiencies achieved by Al not only drive cost savings for
businesses but also lead to enhanced customer satisfaction by streamlining
services and reducing wait times.

Importantly, Al's role in promoting sustainable tourism practices
addresses the urgent need for responsible travel that prioritizes
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environmental conservation and social equity. By optimizing resource
management, aiding in conservation efforts, and facilitating eco-friendly
decision-making, Al can help the industry align with global sustainability
goals.

However, the benefits of Al must be tempered with a careful
consideration of the ethical challenges it presents. Issues surrounding
privacy, data security, bias, employment, and transparency must be
rigorously addressed. The tourism industry must adopt a principled
approach to Al, upholding high ethical standards to maintain public trust
and ensure that Al serves the greater good.

The journey ahead for Al in tourism is one of immense potential
punctuated by significant challenges. It requires a collaborative effort
among technologists, industry leaders, policymakers, and stakeholders to
navigate the complexities of Al integration. It is through this collaboration
that the tourism industry can harness the full power of Al to not only
reimagine the tourist experience but also to do so with a commitment to
ethical practices and sustainable development. As we stand on the cusp of
this new era, the tourism industry must be proactive in steering the Al
revolution in a direction that upholds its values and promises a brighter
future for all participants in the realm of travel.
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A Study on Digital Marketing in Emerging Market
Chanchal Mishra?

Abstract: In the digital age, the marketing landscape is undergoing a
significant upheaval as several new trends change how companies interact
with their target markets. The three main features of social marketing,
influence marketing, and omnichannel marketing are the topic of this
research study, which examines the dynamic growth of digital marketing as
a growing trend. The study examines the crucial part social media platforms
play in influencing modern marketing tactics in social marketing. It
examines how companies use social media to engage, communicate, and
forge bonds with clients in an increasingly interconnected world. Influencers
and content producers significantly influence customer behaviors, making
influence marketing an intriguing subset of digital marketing. The
mechanics of influencer marketing campaigns, their efficacy in reaching
specialized customers, and the ethical issues that emerge in this
developing industry are all covered in the article. The potential of
omnichannel marketing, another crucial element of the digital marketing
landscape, to provide seamless and coherent customer experiences across
many channels is under close examination. The study emphasizes the
value of combining offline and online touch points to streamline the
consumer journey and boost brand loyalty. This research paper offers a
thorough knowledge of how Social Marketing, Influence Marketing, and
omnichannel Marketing are driving the evolution of digital marketing
through an extensive study of recent literature, industry trends, and case
studies. It highlights how crucial these developments are strategically for
helping organizations stay relevant. Engage their target consumers
successfully and traverse the challenging emerging market digital ecology.
Keeping up with these trends is crucial for companies looking to prosper in
the digital era as the digital marketing landscape continues to change.

Key words: Social media Marketing, Influence Marketing, and
omnichannel Marketing

Introduction
The quick development of digital marketing technigues has changed
how companies interact with their customers in the global marketplace.
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Amidst this shift, emerging economies have become hubs for marketers
looking for unexplored customer bases and development prospects. With
an emphasis on social media marketing, influencer marketing, and
omnichannel marketing, this study aims to explore the complex field of
digital marketing in emerging markets.

Traditional marketing paradigms have been demolished by the rise
of the digital era, forcing companies to review their approaches in light of
rapidly evolving customer behavior and technology breakthroughs.
Emerging markets offer a dynamic platform for digital marketing research
because of their distinct cultural landscapes, varied consumer
demographics, and rapidly increasing digital adoption rates (Smith & Jones,
2018; Kapoor et al., 2020).

Understanding the intricacies of digital marketing in emerging
markets is crucial as businesses increasingly shift toward digital platforms
to engage with customers. Three critical elements of modern digital
strategies are social media marketing, influencer marketing, and
omnichannel marketing, all of which add to the complex web of customer
engagement and brand promotion (Brown & Smith, 2016; Li & Wang, 2017,
Watson & McCarthy, 2015).

Literature Review

Digital Markets: Adoption and Impact

In emerging markets, adopting digital technology is a significant
force for change. Due to rising internet penetration and mobile device
usage, these markets offer a ripe environment for digital marketing
initiatives (Smith & Yang, 2016). A 2018 study by Mishra and Shah found
that emerging markets have a digital landscape characterized by a heavy
reliance on mobile devices, opening up new channels for marketers to
reach customers.

Obstacles in Developing Markets

Digital marketing in emerging markets presents specific challenges
despite the potential benefits. The implementation of digital campaigns is
impeded by infrastructure limitations, such as irregular power supplies and
restricted internet connectivity (Kumar & Mirchandani, 2017). Another
difficulty is cultural diversity, which necessitates that marketers modify their
approaches to fit the regional environment (Wang & Kim, 2019).

Consumer Behavior in Developing Economies

Comprehending the behavior of consumers is essential to
accomplishing digital marketing campaigns. Li and Chang’s (2020)
research highlights how social media influences consumer choices in
developing economies. Social media platforms significantly affect consumer
preferences in these markets by acting as valuable avenues for product
recommendations and discovery.

Place-Based Learning and Cultural Awareness

Localization is essential to digital marketing content success in
emerging markets (Singh & Lee, 2018). Cultural quirks significantly impact
how customers perceive and interact with brands, so customized
approaches that appeal to local sensibilities are essential.
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Policy Implications of Government Regulations

In emerging markets, government regulations have a significant
impact on the state of digital marketing. Marketing strategies are influenced
by policies concerning digital advertising, online transactions, and data
privacy (Gupta et al., 2019).

Social Media Marketing

Social media has completely changed how companies communicate
with their target markets, opening up new marketing opportunities and
challenges. The purpose of this review of the literature is to shed light on
essential themes and conclusions related to social media marketing.

Social Media Marketing’s Evolution

Since its inception, social media marketing has undergone
significant evolution. Social media marketing (SMM) was first defined by
Kaplan and Haenlein (2010) as using social media platforms for marketing
communications. SMM has developed into a complex tactic essential to
contemporary marketing techniques due to the growth of social media sites
like Facebook, Instagram, LinkedIn, and Twitter.

Effect on Purchaser Conduct

The influence of social media marketing on customer behavior is
one of the main areas of study. According to Smith and Johnson (2017),
social media interactions significantly impact people’s attitudes,
perceptions, and buying decisions. Building brand trust and loyalty on
social media platforms requires a strong emphasis on authenticity and
engagement.

Strategies for Creating and Engaging Content

Developing engaging content is essential to successful social media
marketing. According to Alton (2018), successful campaigns frequently
combine interactive, textual, and visual elements. Furthermore, Li and
Lee’s (2019) research highlights the value of user-generated content in
promoting community involvement.

Influencer Promotion on Social Networks

Influencer marketing has become more popular on social media
sites in recent years. In their investigation of the efficacy of influencer
marketing initiatives, Brown and Jones (2021) emphasized the importance
of influencers in establishing brand reputation and connecting with target
markets.

Difficulties and Ethical Issues

Marketing on social media is not without its difficulties. Marketers
must think ethically about privacy issues, information overload, and the
proliferation of fake news (Choi & Lee, 2018). This field’s research provides
insight into how to overcome these obstacles while upholding moral
marketing principles.

Influencer Marketing

Influencer marketing has become a leading tactic for companies
looking to engage and authentically connect with their target audiences in
recent years. To comprehend the influence, efficacy, and difficulties of
influencer marketing, this literature overview summarizes the significant
discoveries in the field.
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What Influencer Marketing Is Not

Partnerships between brands and people who have a sizable social
media following are what define influencer marketing (Brown & Smith,
2016). These influencers can change customers’ attitudes and actions
because of their relatability and genuineness.

The efficacy of influencer marketing initiatives

According to research by Johnson et al. (2018), influencer
marketing programs have the potential to be very successful in connecting
with and interacting with target audiences. Customers’ enhanced trust due
to influencers’ perceived sincerity leads to favorable brand perceptions and
excellent conversion rates.

Influencer Types and Their Effects

There are many different kinds of influencers: celebrity, micro, nano,
and macro influencers (Li & Wang, 2017). Every category has advantages
and disadvantages. For example, micro-influencers work well in specialized
markets because of their devoted and highly engaged fan base.

Risks and Difficulties in Influencer Marketing

Influencer marketing has advantages, but there are drawbacks as
well. According to research by Smith and Jones (2019), concerns include
the possibility of backlash, disclosure policies, and influencer reputation. It
is imperative to tackle these obstacles to preserve influencer marketing
tactics’ authenticity.

Metrics and ROI Calculation for Influencer Marketing

Research focuses on quantifying influencer marketing’s return on
investment (ROI). According to Garcia et al. (2020), several indicators are
crucial for determining the effectiveness of influencer marketing, such as
conversion rates, reach, and engagement rates.

New Developments in Influencer Marketing Trends

Emerging trends as the industry changes are shaping influencer
marketing methods. Attention is being drawn to virtual reality and artificial
intelligence, as well as the growth of virtual influencers (Kim & Lee, 2021).
Maintaining an advantage in a highly competitive environment requires
comprehending and adjusting to these changes.

Multichannel Advertising

Because customer behavior is dynamic and digital technologies are
evolving, omnichannel marketing is becoming more and more critical in
modern marketing strategies. To examine the implications, difficulties, and
tactics related to omnichannel marketing, this study of the literature
summarizes the most important findings.

Overview of Omnichannel Marketing: Definition and
Frameworks

A smooth and integrated consumer experience across several
online and offline channels defines omnichannel marketing (Watson &
McCarthy, 2015). To improve customer happiness and loyalty, academics
like Verhoef et al. (2015) have suggested frameworks highlighting the
necessity of a cohesive strategy across various touchpoints.

Customer Conduct in the Omnichannel Environment
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Considerable study has been done on consumer behavior in
omnichannel environments. Li and Kim’s (2018) research indicates that
customers anticipate uniformity and tailored experiences throughout all
channels. Effective omnichannel strategy development requires
understanding how customers interact and navigate several channels.

Technology-Based Facilitators of Multichannel Advertising

One cannot emphasize how vital technology is to creating
omnichannel experiences. A 2017 study by Chen et al. examines how big
data analytics, artificial intelligence, and the Internet of Things help provide
customers with a seamless and customized omnichannel experience.

Obstacles and Difficulties in Putting Omnichannel Strategies
into Practice

Although omnichannel marketing has many advantages, putting it
into practice has its share of difficulties. According to Sharma and Mitra
(2019), the main obstacles to a successful omnichannel deployment
include data integration problems, organizational silos, and the requirement
for a single perspective of consumer data.

Omnichannel KPIs and Success Measurement

The selection and monitoring of pertinent metrics is necessary to
assess the effectiveness of omnichannel strategies. Key performance
indicators (KPIs) like client lifetime value, cross-channel conversion rates,
and overall customer happiness are discussed in Smith and Davis’s
research (2020) as critical markers of omnichannel success.

Technigues for Implementing Omnichannel Effectively

Strategy is needed for omnichannel adoption to be implemented
effectively. According to Lambert and Cooper (2018), effective omnichannel
marketing requires tactics including a customer-centric approach, real-time
data synchronization, and cross-functional cooperation.

Scope of the Study

This study aims to deliver a thorough analysis of digital marketing
methods in emerging nations, covering a range of tactics companies use to
meet particular difficulties and seize the opportunities these markets offer.
We hope to disentangle the complex relationships influencing customer
interactions and buying patterns in these emerging markets by emphasizing
Influencer, social media, and Omnichannel marketing.

Objectives

* Analyzing the state of digital marketing in developing nations at the
moment.

» Evaluating how influencer marketing affects consumer loyalty and
brand recognition.

« Examining the application and results of omnichannel marketing
techniques.

+ Offering doable advice for effective digital marketing in developing
nations.

Research Methodology

Analyzing the state of digital marketing in developing nations
at the moment.
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Online Infiltration: The rates of Internet penetration in emerging
countries differ significantly. While the number of people using the internet
has increased dramatically in some nations, ubiquitous connectivity
remains difficult in others.

Using Mobile: In developing countries, mobile devices are essential
for digital marketing. Mobile-friendly marketing methods are crucial since
many consumers use mobile phones as the primary means of internet
access.

Impact of social media: In developing countries, social media
platftorms are extensively utilized for communication and information
exchange. Reaching a large audience through social media marketing may
be quite successful.

E-commerce Expansion: Due to expanding middle classes and
improved internet access, e-commerce is becoming increasingly popular.
Digital marketing tactics that concentrate on e-commerce platforms are
becoming increasingly popular.

Problems: Internet and technology access is restricted in some
places—differences in technology literacy and economic status.
Infrastructure problems include some areas’ patchy network connectivity
and erratic electricity supplies—regulations and privacy problems.

Customized Text: Local languages, customs, and tastes are often
considered in marketing techniques, which lead to tremendous success. It
is imperative to tailor information to appeal to the intended audience.

Governmental Directives: Regulations and laws from the
government may affect digital marketing. Specific internet activity or content
genres may be restricted in some countries.

Knowledge and Consciousness: For companies and marketers
operating in developing countries, education and learning regarding digital
marketing best practices are crucial. This entails knowing digital security,
data privacy, and successful Internet advertising techniques.

Collaborations & Partnerships: Partnerships with nearby companies,
celebrities, and civic leaders can improve the success of digital marketing
initiatives.

Taking Up New Technology: In certain developing countries, cutting-
edge technology in digital marketing, such as augmented reality, virtual
reality, and artificial intelligence, is steadily rising.

Evaluating how influencer marketing affects consumer loyalty
and brand recognition.

Customer Loyalty: Favorable Factors

Authenticity and Trust: Influencers frequently establish a close
relationship with their followers. Consumer loyalty can rise when they
support a brand or product because it fosters a sense of trust.

Relatability: Influencers are frequently viewed as approachable by
their followers. An influencer can encourage brand loyalty if they embody a
lifestyle that appeals to the audience or if the brand shares the same
values.
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Engagement and Interaction: Influencers usually use shares, likes,
and comments to interact with their audience. Through this connection,
followers and the brand may form a stronger bond, increasing loyalty.

Challenges:

Authenticity Issues: Trust can be damaged if influencers are thought
to be endorsing goods purely for financial benefit. Genuineness is
essential, and any perceived deficiency might undermine customer loyalty.

Changing Alliances: Influencers could collaborate with several
companies. An influencer's endorsements may have less effect if they
switch allies frequently, which could result in less loyalty.

Brand Awareness:

Beneficial Effects:

Reach and Exposure: Influencers give brands access to a broader
audience, particularly those with sizable followings. This expanded
audience has the potential to raise brand awareness significantly.

Content Creation: Influencers frequently possess strong writing
abilities. Their capacity to provide goods or services in an exciting and
captivating way has the power to impact their followers and advance brand
awareness.

Credibility Transfer: An influencer’'s reputation and some of their
credibility are given to the brand when they promote it. This may have a
favorable effect on consumers’ perceptions of the brand and encourage
recognition.

Problems:

Saturation: As influencer marketing has grown, some audiences can
get overstimulated with sponsored content, decreasing its efficacy in
helping people recognize brands.

Mismatched Audience: The influence on brand recognition may be
restricted if there is a mismatch between the Influencer's and the brand’s
target audience.

Examining the application and results of omnichannel
marketing techniques.

Use of Omnichannel Marketing: Cross-Channel Integration:

Omnichannel marketing ensures a cohesive and consistent brand
message and experience across all channels. This covers offline (physical
stores, customer service centers) and internet (website, social media,
email) channels.

Use of Customer Data: Integrating client data from several
touchpoints makes a more tailored and focused approach possible.
Companies can use data analytics to comprehend consumer preferences
and behavior across channels.

Inter-Channel Transmission: Omnichannel marketing aims to
promote smooth communication across many platforms. Customers may,
for instance, look up a product online, go to an actual store to see it in
person, and then use a mobile app to complete the purchase.

Technology  Integration: Effective ~ omnichannel  strategy
implementation and management depend heavily on technology usage,
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including marketing automation, analytics tools, and customer relationship
management (CRM) systems.

Customization: Customizing promotions and materials according to
the tastes and behavior of customers improves the whole experience. This
personalization can be used across media to provide a consistent and
pertinent client journey.

Omnichannel Marketing Outcomes:

Improved Client Experience: Omnichannel marketing aims to give
customers a smooth and satisfying experience. When done correctly, this
can result in more satisfied and devoted customers.

Increased Retention of Customers: Brands may increase customer
loyalty and lower the chance customers would go to rivals by providing a
reliable and easy experience.

Increased Revenue and Sales: Personalized experiences and the
ease of interacting with brands through many channels frequently result in
more revenue and sales. A streamlined approach can encourage
customers to make purchases maore often.

Data-Based Perspectives: Strategies utilizing omnichannel produce
insightful data about consumer behavior. Understanding customer
preferences through data analysis enables more focused marketing
campaigns and improved decision-making.

Cohesion and Recognition of Brands: Keeping your brand
consistent across all platforms contributes to its strength and recognition.
Customers are more likely to trust a consistent brand, strengthening brand
cohesion.

Offering doable advice for effective digital marketing in
developing nations.

Recognize the Local Context: Learn everything there is to know
about the area’s customs, language, and culture. Ensure your digital
marketing tactics meet the target audience’s demands and interests.

Optimizing for Mobile: Considering how common mobile usage is in
many developing countries, ensure your digital content and website are
optimized for mobile devices. Adjust for smaller screens and slower internet
speeds to reach a larger audience.

Engagement on social media: Utilize the area’s widely used social
media networks. Establish a powerful online presence on channels that
your target market frequents. Use relatable and culturally relevant
information to interact with your fans.

Producing Localized Content: To improve audience engagement,
have material in the native tongues. Make use of references and slang
terms that are appropriate for the area.

Cost-effective  Marketing Channels: Examine affordable digital
marketing avenues. Unlike traditional advertising, email marketing, social
media, and influencer relationships can be more cost-effective and
frequently offer a closer relationship with the target demographic.

Integration Offline: Acknowledge the significance of offline media.
Face-to-face interactions are still highly valued by many consumers in
underdeveloped countries. Incorporate your digital efforts with regional
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gatherings, collaborations, and sponsorships to create a seamless
transition between online and offline encounters.

Campaigns for Awareness and Education: Invest in instructional
materials to increase consumer awareness of your goods and services.
Educate prospective buyers about the features and advantages of using
palatable digital content.

Security and Privacy of Data: Address worries around the security
and privacy of data. Explain to customers exactly how their data is used
and safeguarded. Build confidence by putting strong security measures in
place.

Partner with Regional Influencers: Join forces with neighborhood
influencers who genuinely connect with the audience. Influencers
significantly impact how people perceive brands and can help establish
credibility and trust.

Messages about Sustainability: Emphasize any environmentally
friendly or socially conscious actions your company takes. Consumers in
poor countries who may be becoming more aware of ethical issues can
respond favorably to sustainability messaging.

Flexibility and Adaptability: Remain flexible and prepared to modify
your tactics in response to changing market conditions. Keep a close eye
on the results of your digital marketing initiatives, and be ready to adjust
your strategy as needed.
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The Impact of Marketing Expenses on Performance
Indicators in Non-Life Insurance Market in Albania
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Abstract: The role of marketing expenses and their impact on the
profitability of businesses is widely investigated by many researchers, but
there is a gap in research in this field in the insurance market. The purpose
of this paper is to analyse the impact of marketing expenses on the
performance indicators of non-life insurance companies in Albania. The

methodology is based on multiple regression analysis of secondary data for
ten years, 2013 — 2022, for the five largest non-life insurance companies.
The results support the hypothesis that marketing expenses improve the
profitability of insurance companies.

Key words: insurance, marketing, profitability
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Introduction

The term "Insurance" is a term that has many definitions in the
literature. This is because the field of insurance is related to several
elements such as: risk, uncertainty, fear, promises, contracts, damages,
and institutions. All these terms may create ambiguity for people not in the
field. Dictionary of Political Economy states that insurance theory is based
on the fundamental notion of risk. Different researchers connect insurance
with what Blaise Pascal called the “geometry of hazard” or “algebra of
chances” (Ewald, 1991). Insurance can also be defined as a legal contract
involving two parties, who undertake to fulfill the contract's obligations
(Denenberg, 1963). Many statistical, financial, and legal definitions must be
understood to define the term: insurance properly. Insurance is a
complicated topic that requires a certain level of knowledge and skills to be
properly understood and used by customers (Sanjeewa & Hongbing, 2019).

1 PhD candidate Jona Bezati
University of Tirana

Department of Finance

email: jona.bezati@unitir.edu.al
2 PhD Brunilda Neli

University of Tirana

Department of Finance

email: brunilda.neli@unitir.edu.al

84


mailto:jona.bezati@unitir.edu.al
mailto:brunilda.neli@unitir.edu.al

Insurance is among the most complex financial products that many
consumers purchase in their lifetime (Tennyson, 2011; Driver, Brimble,
Freudenberg, & Hunt, 2018; Sanjeewa W., 2019). Generally, customers
have a low level of knowledge of insurance products, which varies on
different factors, including demographic ones (Tennyson, 2011). According
to Tania Driver (2018), most people have poor knowledge of personal
insurance with many not seeing the value and importance of those policies
(Driver, Brimble, Freudenberg, & Hunt, 2018). In this context, it is of high
importance for insurance companies to spend on
activities/events/promotions to reach, inform, educate, and attract potential
customers. The founding principle of insurance sales is that, through
marketing, insurance companies make individuals aware of the presence of
risk and its transfer to insurance companies.

Many researchers have studied the perception of risk, financial
decision-making, or willingness to be insured. Sanjeewa and Hongbing
(2019) developed a conceptual framework that explains the association
between insurance literacy, insurance education, behavior, and well-being.
The human capital factor is related to insurance education and
development. Other factors such as attitude, perceived risk, emotions,
lifestyle, social and cultural factors, economic context, behavioral/cognitive
decision-making biases, or external circumstances also contribute to the
purchase of insurance policies (Schoemaker & Kunreuther, 1979; Hsee &
Kunreuther, 2000; Buzatu, 2013; Kunreuther & Hogarth, 1992).

Marketing, as a business philosophy, focuses on the analysis and
consideration of all problems related to the circulation and sale of goods
from producers to consumers. The concept of marketing emerged in the
mid-1950s. Instead of a product-centric, 'produce-and-sell' business
philosophy shifted to the consumer, 'understand-and-respond'. This means
that the goal is not to find the right customers for your products but to find
the right products for customers (Kotler and Keller, 2008).

For the insurance company to reach its target insurance market, it
should analyze all the chances and threats in its external environment and
then carefully examine its strengths and weaknesses in terms of
organization, personnel competence, capital adequacy, public image, and
above all determine the potential basis for direct sales to those market
segments and sales channels that will be the most optimal for the company
and that will give the best results (Piljan et al, 2017).

Literature review

Why is it important to study insurance marketing?

Marketing is an essential aspect that creates added value to the
business process in general and to the insurance process in particular.
First, it helps insurance companies to present their products. An effective
marketing strategy would create a rapprochement with customers by
increasing the latter's awareness of insurance. A marketing focused on the
importance of "why we should be insured” would increase people's
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information and encourage their willingness to be insured. Insurance is
often considered a complex and intangible service, and effective marketing
helps simplify and communicate the benefits to consumers. In this way,
trust in insurance companies would also increase.

On the other hand, marketing is always a process that evolves very
quickly, in search of innovations. In the competitive nature of the insurance
market, more advanced marketing would create a differentiation of the
company from others. As technology evolves, digital marketing and data
analytics play an increasingly important role in reaching and engaging with
customers, making it essential for industry professionals to stay abreast of
the latest tools and strategies.

In summary, insurance marketing is important to stay competitive,
understand customer needs, comply with regulations, and effectively
communicate the value of insurance products in a dynamic and evolving
market. There are two significant answers to the research question: Why is
it important to study insurance marketing?

- First, because good marketing increases sales and profits in the
insurance sector

The importance of marketing in business is unquestionable. It helps
create familiarity in product recognition. The more people know or hear
about a product or service from publicity, advertising or other forms of
marketing, the more likely they are to consider it when making a purchase.
Furthermore, effective marketing convinces potential customers that the
marketed product is the solution to their problems. But marketing is not only
about spending on beautiful ads and catchy slogans, it is an important
factor that increases sales and improves a company's performance
indicators.

Many researchers have studied the impact of marketing on
company performance (Nath, Nachiappan, & Ramanathan, 2010;
Anderson, Chandy, & Zia, 2018; Krasnikov & Jayachandran, 2008). The
study of (Blylkdag, Kaya, & Kitapci, 2019) has proven that there is a
double-sided relationship between marketing expenses, net profit, and
earnings per share. It has also been provided that there is a significant
positive impact of marketing expenses on sales profit margin and return on
investment (ROI) on business performance (Haryanto & Retnaningrum,
2020).

- Second, the increase in insurance profits affects economic growth

Several factors show the link between the insurance sector and
economic growth:

() Risk protection: Insurance companies protect people from
unforeseen events, which in turn allows them to invest and engage in
economic activities without fear of large financial losses. This can
stimulate economic growth.

(i) Capital size: Insurance companies are among the main
institutional investors. Profits generated by insurance companies can
contribute to the accumulation of capital, which is essential for
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investment in various sectors of the economy. In Albania, the size of the
capital of total insurance companies is around 130 million euros
(Financial Supervisory Authority, 2022).

(i) Stability and confidence: A developed insurance sector
provide stability to businesses and consumers, especially in times of
crisis. This stability can instill confidence in businesses and consumers,
encouraging spending and investment. A typical case in Albania was
the earthquake in 2019 where the insurance companies faced damages
of about 4.7 billion ALL or about 38 million euros according to the
estimates of the FSA.

Several researchers have investigated the connection between the
increase in the profits of insurance companies and economic growth. Ward
and Zurbruegg (2000) found that in certain countries, the insurance industry
Granger causes economic growth, whereas in other countries the opposite
holds. Kugler and Ofoghi (2005) conducted a cointegration analysis, along
with causality tests, to illustrate that in most cases there is a long-run
relationship rather than a cyclical effect between insurance market size and
economic growth. Apergisa and Poufinas (2020) showed that in OECD
countries, insurance growth of both life and non-life led to economic growth.
This study considered a set of indicators, such as gross premiums,
insurance penetration, gross claims payments and gross operating
expenses for insurance growth, while economic growth was expressed in
terms of GDP.

The Albanian financial market is a developing market. As such, it
has gone through many challenges. In the previous periods, the financial
market was accompanied by an obvious lack of competition and a limited
choice of financial services in the market. In such an environment, the
banking and state securities market developed first, and then new financial
intermediaries such as insurance companies or private pensions entered.
With their entry, the criteria for the legal regulation of financial institutions
were tightened and we are now in a new phase of development where the
main feature is the strengthening of competition and the struggle to attract
customers.

The insurance industry in Albania continues to be focused on
traditional ways of doing marketing and has not utilized technologies that
help increase communication with clients such as blogs, wikis and podcasts
in the public domain. In the survey conducted by the Albanian Financial
Supervisory Authority with insured customers in Albania, it was reported
that customers who purchased through personal selling defined the
purchase as dependent on the professionalism, value, accuracy and
usefulness of the provider, while those who purchased through more
commercial methods claimed that the purchase depended on the
company's prompt service, value and understanding of the customer's
needs. The same study showed that of the 1,500 insured through a
personal lines policy, 52% were more interested in creating a long-term
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relationship with their agent than finding the lowest price, compared to so-
called "autopilot" buyers, who represents 26%, who wanted insurance
issues to be handled without contacting the agent. Of the 750 commercial
lines customers in the study, 67% considered property and casualty
insurance to be a good investment in the long term, while 33% were less
likely to agree, many of whom had switched agents frequently.

New developments in insurance marketing

The technological embrace is inevitable in the function of achieving
goals on the management of marketing strategies, Data Mining products,
Internet-based risk assessment and analysis systems, solutions for the
automation of the sales force, for the automation of business processes
(Coviello & Di Trapani, 2013). In their study, they have shown the
importance of including CRM in the insurance industry, in a more
pronounced focus on the customer, improving and enriching the offer of
customer service, reorganization of production processes and
administrative systems and reorganization of agency and sales networks.

Also, the use of Artificial Intelligence in the marketing of insurance
companies will help to better understand the customer's needs and offer
him the insurance he needs. In this way, insurance companies would move
away from mainly standard products by customizing the products according
to the characteristics and needs of the client (Rana, Aradhana; Bansal,
Rajni; Gupta, Monica , 2022).

Social media marketing is another form of marketing that can create
the value needed to win and retain customers in this industry (Brucker,
2022). Social media platforms create high customer engagement. They
enable you to respond directly to customer comments, questions and
complaints, giving them an improved customer experience. The inclusion of
an influencer in the marketing of the company can bring a new audience to
the company if the influencer is a trustworthy person. In this way, trust in
the company will also increase.

There are also many ways in which Insurtech can be involved in the
function of reaching the customer's attention through the creation of mobile
applications suitable for users, or gamification, which makes the customer's
relationship with the company even more attractive (Yan, Schulte, &
Chuen, 2017).

The impact of marketing expenses on insurance companies’
performance

Despite its importance, only a few researchers have written about
insurance marketing. Buyukdag, Kaya and Kitapci (2019) have found that
the marketing expenditures made by companies are a significant gain
gateway for companies because the increase in marketing expenditures is
a reason for profitability for companies. In addition, the increase in
marketing expenditure also leads to an increase in profit per share. This
situation allows companies to find investors more easily. As a result, it is
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recommended that company managers allocate more resources for
marketing expenditure in terms of their profitability.

In addition, a significant and positive relationship between the
intensity of advertising and the price and profit of the company was
identified in other studies (Choi & Weiss, 2005). Also, market structure and
performance can be affected by the lines of business mix because of
differences in marketing, demand, and complexity of underwriting
processes.

Dogan and Mecek (2015) conducted a study with 120 firms to
investigate the influence of marketing Expenses on firm value. The most
important finding of the study was the evidence of the positive relationship
that marketing expenses have with both accounting-based performance
indicators (ROA and ROE). The increase in marketing expenses causes
the company's profitability and value to increase. The authors suggest
companies evaluate marketing expenses as an investment that creates
value for the company and not as an expense.

Methodology

The objective of this study is to analyze the impact of marketing
expenses on the performance of insurance companies in Albania. There
are not many studies that link marketing expenses with performance
indicators in the insurance field compared to other sectors. But it is very
interesting to undertake such analysis, especially in an oligopoly market
such as the insurance market in Albania. Therefore, this study contributes
not only theoretically but also empirically to the field of insurance
companies' performance evaluation.

To meet the objective of the study, we have used secondary data
for 10 years (2013 — 2022) for the five largest non-life insurance companies
in Albania. The sample is representative in terms of (i) the number of
companies since 8 non-life insurance companies have been operating
since 2019 in Albania (Financial Supervisory Authority, 2022) and (ii)
market share, since the five companies comprise 80.82% of the market
(Financial Supervisory Authority, 2022). Non-life insurance still dominates
the market with a share of 91.98% of the premium portfolio, while life
insurance has 7.94% and reinsurance 0.08%. This is the reason that in this
paper only the market of non-life insurance companies was analyzed.

The analysis is carried out using the multiple regression model for
panel data in E-views 12. This method explains the relationship between a
set of independent variables and the dependent variable. From the financial
point of view, to determine the role of marketing expenses, the impact of
this expense on financial indicators must be verified. Many studies have
shown that three of the most important indicators in measuring the
company's performance are: ROA, ROE and Sales profitability ratio
(Kopecka, 2017; Kotane & Kuzmina-Merlino, 2012). The dependent
variable in this study is the return on Assets (ROA). It is measured as the
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ratio of net profit divided by the total assets of a company and indicates
how well a company is managing its assets for profit generation. Data for
this performance indicator is taken from the reports of the Financial
Supervision Authority in Albania.

The independent variable included in the study is the annual
marketing expenses (MKG) of the insurance companies. Due to lack of
official disaggregated information, the marketing expense amount is used
as a lump sum (as a natural logarithm), thus it includes all expenses related
to advertising, printing, promotional activities, etc. for one year. Data for
marketing expenses are taken from the explanatory notes of the financial
statements of non-life insurance companies

To increase the accuracy of the model, we have also used some
control variables:

(i) Financial leverage (LEV) which is measured by the debt
ratio calculated as total debts divided by total assets.

(i) The size of the business measured by the amount of gross
written premiums (GWP) (as natural logarithm), which is one of the
most important indicators for insurance companies.

The above-mentioned data were used to show the importance of
marketing expenses in this market, the progress over the years, the
correlation with performance indicators, and the statistical relationship
between them. Considering these variables, the general multiple regression
can be expressed as:

ROA;, = o+ By * MKG, + B, # LEV,. + B3 + GWP,, + ¢,

Where f, is the intercept and &; . is the error term.

Limitations of the study: The limitations of the study are mainly
related to the lack of data for a longer period. Accounting standards have
changed and in previous years it was not required that marketing expenses
to be reported in the performance statement, so in most cases it is difficult
to identify these expenses and separate them from administrative ones.

Results and discussion
Descriptive results

The insurance market in Albania is dominated by a few companies
that have owned most of the market share for many years. As mentioned in
the previous sections, in the last years, these companies had very good
profitability indicators. Nevertheless, the average return on assets for the
period in the study is not high, at 1.85%. This comes because of the
influence of the first years (2013 — 2016), when some companies had
negative ROA (till -12.4%) due to negative profits. Regarding financing, it is
common for insurance companies to use debt. The average debt ratio for
the period is 65.7%.
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Figure 1 gives a trendline of the average marketing expenses for the
insurance market. Companies have increased their expenditure
significantly during the last years compared to ten years ago. The
decreasing trend during 2019 — 2020 is linked with situations such as the
earthquake and COVID-19, when insurance companies have not been
interested in spending on marketing. Many articles and studies have shown
that COVID has negatively affected the marketing budget of companies.
But, on the other hand, that period influenced the creation of new ways of
marketing (Hoekstra & Leeflang, 2020; Taylor, 2020; Nikbin, ranmanesh,
Ghobakhloo, & Foroughi, 2022).

80000 000
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50000 000
40000 000
30000 000
20000 000

10000 000

2013 2015 2017 2019 2021

Source: Financial Statements in National Business Center, 2017-
2022
Figure 1: Average marketing expenses, non-life insurance
companies

Marketing expenses from non-life insurance companies remain at
low levels compared to other expenses. Marketing is related to service
distribution. In the insurance market, this distribution can be done by 3
parties:

« Sales network of insurers,

* Insurance agents,

* Insurance brokers.

The graph below shows the distribution of marketing expenses for
each company in relation to the total.
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Figure 2: Marketing expenses share, non-life insurance companies
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During the period 2013-2022, the trend of premiums is increasing
(except for 2020, which coincides with the period of Covid-19).
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Figure 3: Gross written premiums (ALL) in non-life insurance

The summary of descriptive data is presented in the table below:

Table 1: Descriptive statistics

ROA MKG LEV GWP
Mean 0.018549 17.37311 0.657369 21.45071
Median 0.023723 17.2874 0.637982 21.50214
Standard Deviation 0.032202 0.990954 0.125671 0.48268
Minimum -0.12472 14.87953 0.346612 20.25336
Maximum 0.055862 19.05629 0.841761 22.365

Source: Authors' calculations in E-views
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Based on the correlation matrix (Table 2), ROA is negatively
correlated with the leverage and positively correlated with the marketing
expenses and the gross written premiums. Nevertheless, the correlation
coefficient between marketing expenses and ROA is not very strong
(0.3309).

Table 2: Correlation matrix
ROA LEV GWP MKG
ROA 1.0000
LEV  (0.2607) 1.0000
GWP 0.4579 (0.1394) 1.0000

MKG 0.3309 (0.0683) 0.7864 1.0000
Source: Authors' calculations in E-views

Empirical results

The results of the regression analysis are given in Table 3. The
regression model is significant for a = 0.05 and the adjusted determination
coefficient (R?) is 31.09%, which is expected because other factors impact
ROA, which are not included in this study. Based on the regression
coefficients, marketing expenses positively impact ROA and this
relationship is statistically significant. On the other hand, leverage (debt
ratio) and company size (gross written premiums) have a negative impact
on ROA.

Table 3: Multiple regression coefficients
Variable Coefficient | St. error | t-statistic | Prob.
MKG 0.025122 | 0.005625 | 4.466176 | 0.0001*
LEV -0.06184 | 0.030457 | -2.03048 | 0.0481*
GWP -0.04289 0.011769 | -3.64396 | 0.0007*
C 0.543368 | 0.19523 | 2.783227 | 0.0078*
Adj. R? 0.3109
Prob. (F-stat) | 0.000151

*p<0.05

Source: Authors' calculations in E-views

Residual tests, such as Jarque-Bera normality test, Breusch —
Godfrey serial correlation LM test, Breusch — Pagan - Godfrey
heteroscedasticity test confirm the appropriateness of the model, therefore
it can be determined that an increase of marketing expenses will improve
the profitability of insurance companies.

Table 4: Summary of residual diagnostic tests
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Jarque-Bera 8.402539

Prob. 0.054977

Breusch — Godfrey serial correlation LM test

F-statistic 0.737925 | Prob. F (2.44) 0.4839
Obs*R-squared 1.622675 | Prob. Chi-Square (2) | 0.4443
Breusch — Pagan — Godfrey heteroscedasticity test

F-statistic 2.75688 | Prob. F (3.46) 0.053
Obs*R-squared 7.61981 | Prob. Chi-Square (3) | 0.0546

Scaled explained SS | 8.936186 | Prob. Chi-Square (3) | 0.0302
Source: Authors' calculations in E-views

Conclusion

Insurance is a "promise" rather than a tangible product. Selling the
insurance policies is challenging, which is why marketing is crucial.
Insurance is among the most complex financial products and this requires
financial knowledge from people who buy insurance.

Marketing expenses have been rising throughout the previous ten
years, with the exception of 2020, when the consequences of COVID 19
had an impact in all the indicators of the financial statements. This pattern
resembles the gross written premium trend. Nonetheless, marketing costs
as a percentage of value are still rather modest and have a negligible
impact on non-life insurance businesses' performance statements.

This analysis confirms that there is a positive correlation and
statistical significance between the variable "marketing expenses" and
ROA. While the association between rising marketing costs and Roa's
growth is not very strong, it does exist. This is due to the fact that insurance
businesses appear to place a higher value on other costs than other forms
of marketing, such as insurance agent salaries and commissions. Albanian
insurance businesses should therefore concentrate more on marketing
insurance policies and using more modern marketing strategies.
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Digital Customer Engagement in Streaming Platforms in
Bulgaria
Maria de Boer
Paolina Petrova

Abstract: In recent years, streaming platforms have risen in popularity
among customers. The strong competition encourages companies to
impose their marketing strategies. In order to satisfy customer needs and
increase subscriptions, companies strive to publish engagement content.
The main goal of the paper is to study the engagement rate on three of the
most popular streaming platforms, comparing Bulgarian customers with all
customers in the world. For the purpose of this research, the period in
which it was studied was from July to September 2023. Primary data was
used by two research methods. Company website engagement is
presented by search engine optimization (SEO) methodology. The survey
methodology shows Bulgarian customers' satisfaction with streaming
services. While secondary data is extracted from the company's quarter
financial statements. Netflix ended up being the most popular streaming
platform and won customer satisfaction in Bulgaria.

Key words: customer engagement, streaming platforms, digital marketing
JEL: M31

Introduction

In the corporate world, digitalization refers to the concept of
increasingly automated and digital procedures. All information is transferred
to computer systems, where it is more easily accessible. The rise of
streaming service providers such as Netflix and HBOMax in the television
and film industries demonstrates the necessity for digitization. These
businesses were able to reach the international market because they used
their resources and abilities creatively to create new value. It enables
businesses to respond to shifting consumer preferences and market
situations (Carla Santos Pereira, 2022)

Firstly it is needed to have a definition of what digital customer
engagement is. “Digital customer engagement is all the ways a customer
interacts with your business via technology, and how you interact with
them. Think of it like this: it’s all of the digital interactions your customer has
with your brand, including email, social media, and even your website”
(Hueffner, 2023)
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Secondly, why is it important? Nearly 80% of customers have
switched to a different competitor because they have had one bad
experience. Nowadays customers have high expectations and want to be
treated as individuals by companies. The method one-size fits all does not
work anymore. Companies who keep track of consumer data and are able
to understand customer experience are leading the right way to success
(Hueffner, 2023)

The three services that have been chosen to have a brief research on
are: Netflix, Prime Video and HBOMax. All three have a common audience
characteristics to which they provide streaming services such as movies,
series, documentaries and other entertainment. The HBOMax and Prime
Video buyer persona is described as a married or partnered couple with or
without children. The Netflix buyer persona includes teenagers, college-
goers, entrepreneurs, working professionals unlike HBOMax and Prime
Video.

The main goal of the paper is to answer the following two questions:

1. Do these services successfully manage their marketing strategies
and have similar perfomance?

2. Is there a distinction if having a large online engagement is
equivalent to customer satisfaction?

The case of Netflix, HBOMax, and Prime Video

To be able to determine which company has a much more customer
centric orientation, it is crucial to understand the overall marketing
strategies, i.e., by having a clear picture of the strategy and the result.

Netflix

Netflix’s strategy has a more website engagement focus. This means
that having a user-friendly website is important for viewers as a first
impression. Netflix uses a customer-focused, personalized, and data-driven
marketing approach. Social media is one technique that is used to promote
its content through its multi-channel approach in digital marketing. Netflix
purposely uses their content as advertisement and memes on social media.
They provide global content to adjust user's appeal and multilingual
options. Free-trails are provided to new users to experience and decide
whether they would like to continue their services. User’s also have the
option to rate or provide feedback over content. This allows Netflix to utilize
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data analytics to craft customer-satisfying experiences. Since it already
knows what kind of content its customers prefer to view, customer data
analysis is used to recommend content to them. Netflix's 90 out of 100
domain authority is evidence of their outstanding SEO. Netflix has used
both on-page and off-page SEO tactics to increase traffic organically
(Chaurasia, 2023).

HBOMax

HBOMax’s strategy is to create original content focus. HBOMax has
built its reputation around by producing high-quality unique programming.
Each episode of this unique programming is released once a week,
allowing the viewers to be left with a sense of anticipation. HBOMax
focuses on producing a smaller number of high-quality shows aimed at a
specific demographic. This focus of producing high-quality content lets
HBOMax be associated with quality over quantity. Recommended content
is based on the user's past browsing habits, and personalized
recommendations are displayed. HBOMax makes it more likely for viewers
to find new series that they might like, which keeps them on the website
much longer (TBH, 2023).

Prime Video

Prime Video focuses much more on social media marketing. Using
multiple channels to promote what content is shown. To create hype and
raise anticipation for its original series, films, and documentaries, Prime
Video shares shareable and entertaining material like trailers and
suggestion videos.

Another essential element of Prime Video's digital marketing
approach is search engine advertising. Through deliberate keyword bidding
and ad campaign optimization, Prime Video guarantees top placement on
search engine results pages. This raises the brand's chances of drawing in
new platform subscribers by allowing it to gain the attention of users who
are actively looking for content. By constantly analyzing user behavior and
preferences, Prime Video's digital marketing makes personalized content
recommendations, ensuring that users are shown television series and
films that suit their tastes and viewing routines (DAN, 2023).

Differences and Similarities

The key difference is where the companys’ focus is. Netflix’s focus is
on their overall performance of their website, since Netflix knew that all their
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engagement would be on their web page. HBOMax emphasizes their
originality and quality to increase brand identity while Prime Video proves to
be more aware of their SEO and social media marketing to increase brand
awareness.

However, what all three strategies share between one and another is
analyzing user behavior and ensuring that viewers receive personalized
recommendations, and the brand’s overall presence on social media.

Literature review

Marketers have a general sense of agreement on what customer
engagement is in spite of their slight difference in their definition and how
customer engagement is linked to other sources.

VWO, a company providing A/B testing tools, the level of interest,
attention, and involvement a customer can have in a business is measured
by their level of customer engagement. The argument is presented
because businesses fail to concentrate on the three main foundations of
long-term achievement: customer engagement, customer experience, and
customer satisfaction. It is well recognized that consumer engagement
begins with satisfied customers. Customers are more prone to interact in
the future when they are pleased with the brand. Successful customer
engagement, memorable experiences, and satisfaction guaranteeing set off
a positive chain reaction that boosts repeat business, positive word-of-
mouth, and long-term, sustainable growth (VWO, 2023).

Another author by the name of Serena Miller, who has similar views
on the three main foundations, stated that customer engagement goes far
beyond the transaction. Customer satisfaction is the last determinant of
whether he/she leaves an engagement feeling that their expectations were
satisfied or not. Furthermore, Serena has also explained that it is possible
for businesses to have low satisfaction and high engagement, and vice
versa (Miller, 2023).

PeopleMetrics, another marketing oriented company that helps create
more customer-centric approaches, argued that customer satisfaction is a
functional metric that looked at how customers felt about observable and
logical outcomes, while customer engagement included emotions.
Customer engagement is an excellent strategy for increasing retention as
well as other business outcomes such as earnings and return on
investment (ROI). If left with an ultimatum on whether to choose customer
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satisfaction or customer engagement, the answer should be clear that
customer engagement is a better tool (PeopleMetrics, 2023).

An article written by Carlota Borges made research about streaming
engagement and included different authors’ perspective for customer
engagement. Kunzental explained that there are three different insights in
customer engagement: psychological process, motivational psychology
perspective and behavioral manifestation (Kunzental, 2017, as cited in
Borges, 2022). Bowden claims that there is psychological process of
engaging customers, and that is what makes them loyal to both new and
existing customers, considering their intellectual and emotional needs
(Bowden, 2009, as cited in Borges, 2022). Motivational psychology
perspective is when customer engagement occurs when a brand and the
customer experience are connected throughout a service relationship
(Brodie, 2011, as cited in Borges, 2022). Lastly, behavioral manifestation is
defined when purchases and other acts are taken by customers because of
motivational drivers (Van Doorn, 2010, as cited in Borges, 2022).

Methodology

For the purpose of this research is using primary data through SEO
and Survey methodologies, and secondary data through financial
statements. The data which was extracted and analyzed was from the
period between July to September 2023.

SEO methodology provides digital data about services's websites
which are already chosen. The information that is chosen to observe is the
research process, which includes competitor benchmarking, evaluation of
the current state, usage of keywords, evaluation of website engagement,
and brand awareness. The final conclusion is based on information which
compares services one by one.

Survey methodology was conducted as a questionnaire which was
prepared in Google Forms. For this sample population was selected in
Bulgaria. A very important note here was to spread it among people who
are close to the customer persona of these three brands. The focal point
here was to use snowball methodology. This in terms means people who
already received a survey and fill in to share it with their close friends which
have similar interests. The survey itself includes a title by which all people
understand the survey’s goal. Then 12 questions were prepared divided in
four parts. The first part includes questions related to usage of the
platforms. The second part includes questions related to the engagement of
the customers. The third part includes questions related to customer
satisfaction. The last one includes questions related to the demographic
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profile of the respondents. This diversification helps with gathering the right
quantity of information in order to answer the paper’s questions. The survey
received 80 responses which were organized in Excel tables and analyzed.

Results and Discussion

The whole analyses compare the Bulgarian and world streaming
platform’s users. The world ranking classification that SEO results are in the
industry of entertainment/TV movies and streaming, which show that Netflix
is in second place, HBOMax is in eleventh place and Prime Video is in
sixteenth place.

The world statistics show that three platforms have quite similar
gender audiences. Only Prime Video has a more difference with higher
percentage male audience. The majority of responders are female.

Table 1: World Gender Distribution Table 2: Bulgarian
Gender Distribution
World Male | Female Bulgaria
Netflix 51.4% | 48.6% Gender
HBOMax 49.8% | 50.2% Male 36.3%
Prime Video 56.8% | 43.2% Female | 63.7%

Source: Table 1 Similarweb SEO & Table 2
Author’s research

According to worldwide statistics all companies have similar target
audience with dominant age group of 25-34, followed by 18-24. Survey
results show that majority of the responders are between 18-24.

Bulgaria
Age
18-24 81.0%
25-34 10.0%
35-44 5.0%
45-54 2.0%
55-64 1.0%
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| 65+ 1.0%

Table 3: World Age Group
Table 4: Bulgarian Age Group

Prime
World | Netflix | HBOMax | Video

18-24 | 22.4% | 22.0% | 20.6%

25-34 | 32.1% | 32.1% | 32.3%

35-44 |1 20.7% | 21.0% | 22.5%

45-54 | 13.9% | 13.1% | 14.1%

55-64 | 7.5% 7.6% 7.4%

65+ 4.5% 4.5% 4.1%

Source: Table 3 Similarweb SEO & Table 4 Author’s research

Based on the results below, computer or laptop devices are most
preferred to watch video on streaming platform, followed by mobile devices.

Table 5: World Preferred Devices Table 6: Bulgarian
Preferred Devices

World Desktop | Mobile Bulgaria
Netflix 742% | 25.8% | | aplet 6.3%
HBOMax 79.5% | 20.5% | | Mobile 48.1%
Prime Video 90.7% | 9.3% Computer/Laptop | 68.4%
v 36.7%

Source: Table 5 Similarweb SEO & Table 6
Author’s research

The survey results show that a significant part of responders take
their decisions based on suggested content and price for subscription. The
responder’s most preferred platform is Netflix with 57%, HBOMax with 24%.
Prime Video is in last place with only 1%.

To measure customer satisfaction for Bulgarian responders, the
survey compares the three platforms. They are highly satisfied from Netflix
services, then HBOMax and finally Prime Video. With not a big difference
are the answers “neutral” and “satisfied” for HBOMax. The significant
difference is observed in using platform Prime Video where 49 persons
responded that they haven’t purchased any services from them. Most of
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them who are using their services are not as satisfied as the other two
platforms.

60
50
40
30

20

= =100 B_Nmm.

Netflix HBO Max Prime Video

| have notused mhighly dissatisfied  m dissatisfied neutral  m satisfied  m highly satisfied

Source: Author’s research
Figure 1: How would you rate the streaming platforms listed below in terms
of satisfaction with the services you have purchased from them?

Netflix's users strongly agree with these two statements: easy-to-use
platform and variety of movies or series from various categories. Users
agree that the search engine is functional; algorithm is good and has a
functional search engine for movies and series.
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35
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20

15
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5 [ ] [ [ |
Easy to use platform Captivating A good algorithm for  Functional search A wide variety of
descriptions of movie/series engine for movies movies/series from
movies/series recommendations by various categories
interests
m | have not used  m strongly disagree  m disagree neutral ® agree mstrongly agree

Source: Author’s research
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Figure 2: How much does Netflix meet the following criteria compared to
the content you find on the platform?

HBOMax’s users strongly agree that the platform is easy to use. They
agree that descriptions of movies/series are captivating, the search engine
is functional and the platform has a wide variety of movies/series from
various categories.

30
25
20
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10
0 I -

Easy to use platform Captivating A good algorithm for  Functional search Awide variety of
descriptions of movie/series engine for movies movies/series from
movies/series recommendations wvarious

by interests categories
W | have notused mstrongly disagree m disagree neutral magree ® strongly agree

Source: Author’s research
Figure 3: Choose from 1 to 5 how much does HBOMax meet the following
criteria compared to the content you find on the platform?

Prime Video’s users agree that the platform is easy to use. They have
neutral opinion with the statements — description of movies/series is
captivating and a wide variety of movies/series. 50% of users disagree or
are neutral about good algorithms for movies/series recommendations by
interest. Most of them disagree that the search engine is functional.
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Source: Author’s research
Figure 4: Choose from 1 to 5 how much does Prime Video meet the
following criteria compared to the content you find on the platform?

Netflix is the most visited site and has the least amount of bounce
rate. Although Prime Video has slightly larger visits than HBOMax, but their
bounce rate is higher than HBOMax.

Table 7: Engagement

Metric netflix.com hbomax.com primevideo.com
Total visits 4.459B 378.6M 655.3M
Monthly visits 1.486B 126.2M 218.4M
Pages per visits 4.34 4.07 2.80
Bounce rate 34.42% 35.5% 44.88%
Page views 6.454B 513.6M 612.0M

Source: Similarweb SEO

Netflix has demonstrated to be a more dominant player when it
comes to organic searches, since it was also part of Nefflix's digital
marketing strategy. Prime Video has shown much more of their SEO
strategy in paid searches. These searches also depend on Amazon’s name
to be shown as relevant searches.

Table 8: Organic Search

Organic | Traffic | Volume CPC
Search | Share

netflix 36.80% | 50.9M $0.64
prime 3.68% | 11.9M $0.46
video

amazo 1.94% | 18.9M $0.29
n prime

hbo 1.92% 7.6M $0.55
max

Amazo | 1.63% 8.1M $0.53
n prime

video

When it comes to the overall competitive share between the three
platforms, Netflix has the most. Audience share there is only slight
differences, but Netflix still remains to be ahead of the others.
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Table 9: Competitive Share and Audience Share

Domain Competitive share | Audience share
netflix.com 83.11% 9.6%
hbomax.com 6.45% 9.0%
primevideo.com 10.45% 8.5%

Source: Similarweb SEO

The secondary data that was used is to make a comparison between
world users and Bulgarian users to understand the average payment,
additional (loses) of users and price differences.

Data for calculations were taken from financial reports. However for
Prime Video this information was restricted, because Prime Video is part of
the Amazon Prime bundle, from these 200 million users do have access to
Prime Video, but how many of them really use it, is unknown. For additional
members the data was collected from 2019 till 2021, this was a 33.33%
increase.

Table 10: World users

World Netflix HBOMax Prime Video
Users 247 million 95.1 million | *200 million
Average
payment $10.88 $7.82 $5.52
Additional 7.06% -0.73% *33.33%
users (lose) %

Source: Q3 Financial Statements

Comparing monthly subscription prices between the three services,
Prime Video is the cheapest out of the three. Although the difference in
prices is not very large, it depends on the consumer’s preferences of
content.

Table 11: Bulgarian Users

Bulgaria Netflix HBOMax Prime
Users 200,000 150,000 40,000
avg. payment $8.36 $7.63 $6.29
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Source: FlixPatrol

Bulgaria in comparison to the rest of the world is in the top 10
countries who have least-cost effectiveness with prime video. This means
the subscription price which is paid monthly is not received equally as in
terms of the number of movies and series as other countries in the world.
Bulgaria along with some other countries are below average.

Table 12: Top 10 least cost-effective countries for Amazon Prime Video

Price #of TV # of Total Library

Country Price (local) UsbD shows Movies size
Latvia 5.99 EUR 6.29 390 440 830
Greece 5.99 EUR 6.29 400 456 856
Estonia 5.99 EUR 6.29 395 506 901
Lithuania 5.99 EUR 6.29 399 534 933
Slovenia 5.99 EUR 6.29 410 577 987
Slovakia 5.99 EUR 6.29 418 586 1,004
Croatia 5.99 EUR 6.29 416 592 1,008
Bulgaria 5.99 EUR 6.29 414 595 1,009
Albania 5.99 EUR 6.29 464 871 1,335
Bosnia and
Herzegovina 5.99 EUR 6.29 462 894 1,356

Source: Comparitech
Conclusions

The three streaming platforms have similar target audience and
used different tactics and strategies in order to capture customer audience
and have competitive advantage. The results show that Netflix is the most
popular streaming platform and won customer satisfaction in Bulgaria, then
is HBOMax. But Prime video is the least used platform and has the most
dissatisfaction from customers. Netflix has a more customer centric
approach because they capture audiences with global content that are
relative to the subscription price. The platform is more user-friendly and
includes more personalized recommendations than other companies.

Customer engagement and customer satisfaction are closely
related. In most case scenarios if customers are satisfied, there will be a
higher engagement. The company has a good approach if it offers specific
content according to the customer's interests and prices relevant to
suggested content and region on which they operate. The case of Prime
Video is an example that the monthly subscription they offer is not
equivalent as in terms of releasing a larger amount of movies and series,
and as a result Bulgaria is one of the least-cost effectiveness countries. The
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current analysis shows some doubt in customers' opinion when they have
to evaluate HBOMax’s service satisfaction. HBOMax can improve its
engagement platform by observing the main competitors on the market,
one of them being Netflix. HBOMax’s website could be improved by having
a wider variety of movies and series, and having a better algorithm.
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Digitalization BG: 4 by 20 - 1962-1982-2002-2022 years
Mitko Hitov!
Nikola Nenovsky?

Abstract: This work traces the development of Bulgaria, starting from its
industrialization, going through cybernetization and computerization of its
economy in order to enter the era of digitalization and attempts to fit into the
new digital world. The analysis is also made on the basis of the studies of
the French archives. Four milestones are defined - the years 1962-1982-
2002-2022, around which a model picture of the stages our country goes

through in its attempts to maintain a competitive economy in the global
world is built. The contribution of Bulgarian economic thought in justifying
the need to build economic systems on a scientific basis to achieve optimal
development is sought.

Key words: digitalization, industrialization, computerization, French
archives, global world

JEL: J11, J21, J31

Introduction

This introduction is a synthesized résumé of the main insights of the
publication and contains the following sample questions: problem; existing
solutions and degree of examination of the problem; limitations of the
study; expected results of the author's contributions.

The development of any economic system passes through
successive stages, each of which is a prerequisite for the development of
the next, and each successive stage is the result of the accumulations that
have been realized at the preceding ones. The Bulgarian economic system
iS no exception to this rule, starting with its industrialization in the mid-
twentieth century through the active introduction of mechanization and
automation of business processes in the national economy, to reach the
digital age, within which the Bulgarian economy is gradually becoming an
integral part of the global system of division of labour. In today's
technological world, digitalization has become an essential component of
today's societies. Through the process of digitalizing analogue information,
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it is revolutionising various industries and strongly dynamizing the way we
work and live.

The paper explores the path of digitalization in Bulgaria through the
four significant periods defined by the years 1962 - 1982 - 2002 - 2022,
showing the progress, but also the steps backwards that the country took in
its adaptation to the digital era and highlighting the factors that have directly
or indirectly influenced this process.

Within the framework of the research carried out, a variety of
sources of primary information were used - it involved the examination of
official state documents from the Bulgarian government during that period,;
the archives of the French Ministry of Economy were visited, where
diplomatic and commercial correspondence of their representatives in our
country was kept; literature analysing the development of Bulgaria in the
period under consideration was reviewed; statistical sources reflecting
specific conditions in one or another aspect of social and economic life
were consulted. Such a volume of preparatory work provides the
prerequisites for deepening and broadening the research on the subject,
provided that the necessary conditions are in place.

It should be acknowledged that this work incorporates an emotional
element connected to the name of the patriarch of Bulgarian economic
science, Acad. Evgeni Mateev, one of the architects of Bulgarian
industrialization, cybernavigation and computerization. It was he who was
one of the authors of the country's great twenty-year perspective plan of
1962, which aroused the attention of the entire developed world at that
time. Subsequently, he was the man who, after a month-long assignment in
the United States, returned with recommendations to our national
leadership for a policy of anticipatory development in the field of information
technology, which was a novelty at the time. It was the enactment and
implementation of this policy that put our country in the ranks of the world's
computer leaders setting the trends of technological development in the
next few decades to make a smooth transition into the digital age.

Main exposition
1962 - 1982

Here is what the French chargé d'affaires reported to the Quai
d’Orsay on October 9, 1962, concerning the Bulgarian twenty-year
perspective plan3:

- An act of faith in the future.

- There are many problems with this plan that its authors
must not have taken into account or did not know in

8 French State Archives of the Ministry of Economy, Finance and Industrial and
Digital Independence (Les archives économiques et financiéres |
economie.gouv.fr):

Note of the Chargé d'Affaires of France in Bulgaria to the Minister of Foreign
Affairs of the Republic of France, Mr. Maurice, dated 9.10.1962, Sofia
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advance were insoluble.

- It is about increasing production and national income
fivefold in 20 years, as well as consumer goods. To
achieve this goal, industrial output must increase by
700%and agricultural output by 250%.

- Electricity production should increase 11-fold over this
period and by 1980 import additional electricity at double
the 1962 level (at the time of writing), or a total of 11 billion
kwh, which seems utopian.

- The production (consumption) of lignite should increase 14
times and of oil - 20 times, which is merely a tentative
hypothesis, as Bulgaria has always suffered from chronic
shortage of energy resources. It is too doubtful that in 20
years it will be able to provide similar volumes of energy
capacity, (the latterhave always been a bottleneck for the
overall development of the Bulgarian economy, in spite of
all other industrial sectors depending on them for their own
development* .

- It is impossible that Bulgaria could have had the metals it
needed by 1980.

- In connection with the development of heavy metallurgy,
the output of the machine- building industry is planned to
increase 17 times. How can this be achieved? And what
will be the cost of production produced locally under the
anti-economic conditions appliedand which should feed an
export-oriented economy in transformation?

- The chemical industry needs to increase its production 27
times. This is an area in which Bulgaria has never
achieved its targets, despite support from the CII.

- Paper production should increase 12-fold and pulp
production 40-fold. In the event of a wood deficit, this
would be even more difficult to achieve.

The note to Paris is sufficiently detailed, comprising 23 pages, but the spirit
throughout the document is the same: the Bulgarians are adventurers who
do not even understand what extravagant goals they have set for

4 The necessary quantities of oil were subsequently secured through
imports from the USSR. By the early1980s. The People’s Republic
of Bulgaria was already a net exporter of crude oil, re-exporting
about half of the strategic raw material received, in conditions of a
global oil crisis and a sharp price spike. This was not perceived
positively by the new Soviet leaders around Gorbachev, and by the
mid-1980s this practice had been discontinued and Soviet supplies
sharply curtailed.
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themselves to achieve. The diplomat further states that “we on the side-line
can only watch how, in time, all their plans will go to the wind”.

The analysis of the implementation of these promising plans for the
industrialization of Bulgaria, which the young generations of Bulgarians set
themselves in the early 1960s, is the subject of numerous studies. Let us
consider some conclusions drawn by prof. lvan lliev in his study "The
Economy of Bulgaria in the Period 1949-2001":

- "During the period 1961-1980, high rates of economic
growth were achieved... The average annual growth rate of
the national income produced during the 20-year period
was 7.35%."(p. 68)

- "A decisive influence on the high rate of average annual
growth in national income over the period... was the
increase in labour productivity, provided mainly by the
increase in the stock of labour" (p. 69).

Table 1: Annual growth rates of some indicators

1961- 1966- 1971- 1976- 1981-
1965 1970 1975 1980 1985
National Income | 9 12.50 9.30 6.75 6.95
generated from industry.
Main industrial funds in | 14.6 13.65 9.40 9.90 7.60
manufacturing
Workers employed in | 3.65 4.00 1.30 1.30 1.60
industry
Funds/labour in industry 10.60 8.70 5.80 5.80 5.90
Labour productivity in | 5.20 8.25 5.40 5.40 5.30
industry

The numbers make it abundantly clear that during the period 1961-
1985 the average annual growth rates of national income produced in
industry were greater than the average annual growth rates of national
income produced in all material production. This implies that the
development of industry during this period wascrucial to the high growth
rates of the overall economy. (p. 71)

"During the period 1961-1975, high rates of growth were
achieved in both the national income and the basic
productive funds in the industry. The growth of the basic
productive funds ensured both a relatively high growth in
the number of new jobs created and in the number of
persons employed in industry and, in particular, an
increase in the capital stock and in labour productivity.
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Table 2: Mean annual growth rate of national income in Bulgaria and

During the period, as a result of the introduction of
scientific advances, new machinery and technology, the
gap between the rate of growth of capital stock and the
rate of growth of labour productivity in industry has been
steadily narrowing. The impact of the rate of growth of
labour productivity on the rate of growth of national income
in industry is growing" (p. 72).

. the generation, transmission and consumption of
electricity is the lifeblood of the economy and society. If
production stops everything stops. In the period of
industrialization, electricity production grew equally, even
faster than the growth of industrial production. The
production of electricity in Bulgaria has increased from
4657 million kWh in 1960 to 44328 million kWh. In 1989 -
i.e. 9.5 times" (p. 74).

. manufacturing accounts for a crucial share of the
total output of the entire industry. The growth rate of
manufacturing has a decisive impact on the growth rate
of the whole industry, including the growth rate of the
electricity and Heat." The Processing Industry is the main
consumer of electricity in manufacturing” (p. 74).

mean annual growth rate of gross domestic product in developed
capitalist countries

1951- 1961- 1971- 1981-

1960 1970 1980 1986
Bulgaria 10.95 7.75 7.30 4.00
USA 2.7 4.7 2.8 2.8
Great 6.502 2.8 15 2
Britain
France 4.5 5.7 3.5 1.6
FRG 7.5 4.6 2.7 14
Japan 5.2 5.7 5.203 3.7
Austria 5.9 4.5 3.603 1.503
Switzerland 34 4.3 2.004 1.704
Belgium 3.1 4.7 3.00 1
Denmark 3.6 4.7 25 2.6

"Throughout the period 1951-1986, the average annual
growth rates of national income in Bulgaria were higher
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than the average annual growth rates of gross domestic
product in the nine advanced capitalist countries.
Moreover, the difference between the average annual
growth rates in Bulgaria and the corresponding advanced
capitalist countries is significant. It was lower than in
France, the FRG, Japan and Austria in the period 1961-
1970, and increased thereafter, with the exception of
Japan... Bulgaria's high rates of economic growth ensured
a narrowing of the gap between the level of economic
development of Bulgaria and that of the advanced
capitalist countries... Bulgaria w a s accepted by the United
Nations as a medium- developed country and included in
the list of countries participating in the provision of aid to
underdeveloped countries in accordance with the rules
adopted by the organization" (pp. 95-96).

- "Under the influence of experienced specialists and
scientists, the state leadership promptly oriented itself
since the early 1960s towards the development of the
electrical and especially the electronics industry, using the
experience of advanced countries. A lot of efforts were
made and a lot of money was spent on the developmentof
the electronics industry. Among the member countries of
the Council for Mutual Economic Assistance, Bulgaria took
a leading position in the development of this sector.

- Very high rates of growth in the total output of the
electrical and mainly the electronics industry have been
achieved for 18 years (1971-1988) . These are reflected in
the continuous increase in output in kind and its
diversification... The high growth rates of the electronics
industry have also had an impact on the achievement of
high growth rates of the whole industry" (pp. 79-80).

We can continue giving additional data in this direction, but the
format of our presentation leads us to stop here, drawing the important
conclusion that the successfully conducted industrialization covering the
period under review is a solid basis for the anticipatory introduction in the
country of information technologies, which in turn provide solid competitive
advantages on the road to digitalization of the modern Bulgarian economy.

1982 - 2002

This is the period of the last stage and the end of the Cold War (the
Third World War) with the subsequent incorporation of Bulgaria into the
American system of division of labour.

A prerequisite for the development of high technology in any country
is the existence of an extensive network of scientific institutes, in the broad
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sense of the term, and highly qualified scientific personnel actively engaged
in research and development. The totality of elements entering into this
area of the societal system in the terminology of Acad. Evgeni Matveev is
called the noosphere.

In Bulgaria, the noosphere received a powerful impulse for development
with the first significant results of its industrialization. The priority in its
development was universally acknowledged, since at that time it was
deeply realised that without the use of the tools of science and scientific
achievements no further progress in economic development was possible,
especially as regards the new information technologies of the time.

The rapid development of science is not denied by anyone, and this
process is reflected in the establishment of research centres and
organisations for experimental implementation of scientific developments,
in the sharp expansion of the material base, the number of Bulgarians
engaged in science, as well as in the creation of all the necessary
conditions for the active conduct of scientific research and the
implementation of the results in real economic practice. Thus, prerequisites
are created for "borrowing" of the latest world technological developments,
which enables our country to permanently establish itself as one of the
planetary leaders in the field of high-tech information technologies.

Here are some statistics on the development of science in the period
under review:

Table 3:

1960 1965 1970 1975 1980 1985 1989

1. Research and innovation

organizations as of 31.12 nbr. 92 115 392 423 368 465 656

2. Researchers a50f31-1bz- 5846 | 8973 | 12765 | 18436 | 22601 | 26891 | 31611
npr.|

3. Structure of researchers 1000 100,0| 100,0| 100,0| 100,0| 100,0| 100,0

3.1.Researchand| 46,1| 46,7| 52,9| 584| 51,8| 56,0 57,1
innovation institutes|

53,9| 53,3 47,1| 416 482 44,0 42,9
3.2. Higher education

nstitutions 1 9973 12765 | 18436 | 22601 | 26801 | 31611

4. Researchers as of 31.12. by

branches of sciencel - | 2262| 4072| 5767| 7641|10208| 12799

- 1701 | 2146| 3430| 4785| 4492 4573
4.1. Technical sciences - 1734 2127| 3443| 3769 4490 5351
4.2. Medical Sciencesl - | 1367| 1739| 2039| 1965| 2126| 2310
4.3. Natural Sciences| - 1834 2632 | 3724| 4441| 5575 6578

4.4. Agricultural Sciences|
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4.5. Social Sciences and 100,0| 100,0| 100,0( 100,0( 100,0| 100,0
Humanities|
252 31,9 31,3| 338 38 40,5
4.6. Other sciences 19| 168| 186| 21,2| 167| 145
5.Structure of researchers by 19,3 16,7| 18,7 16,7| 16,7 16,9
sciences
15,2 13,6| 11,1 8,7 8,2 7,3
5.1. Technical sciences 20 206 20 96 20 208
5.2. Medical Sciences o ' 19, A '
0,8 0,4 0,3 - - -
5.3. Natural Sciences|
5.4. Agricultural Sciences ) | 17623] 181351 19675 22474
5.5. Social Sciences and ) ) 100 100 100 100
Humanities|
5.6. Other sciences| 78,1 828| 80,7 86,9
6. Research topics and 12,3 9 8,5 57
developments nbr,
7. Structure of research
topics and developmentsby
type
7.1. Applied research and
development]
7.2 Fundamental research
7.3. Basic and applied
research and development 9.6 8.2 10.8 74
8. Structure of implemented
scientific results bytype . . 100 100 100 100
8.1. Applied research and 93,1 91,4 99,1 99,9
development
8.2 Fundamental research 2,1 2,2 - -
8.3 Basic and applied 48 6.4 0.9 01
research and development
9. Implemented results of
own research and
development and used - - 6485| 6972 8479| 12115
foreign achievements
9.1. Own research and - - 4054 | 5728| 7389 | 10140
development
9.2. Foreign achievements - - 661 310 294 | 1049
10. Relative share of science
development
expenditure in national - 2,1 21 2,3 3,1 3,2
income in
%
11. Economic effect of the - - [B884| 891,2| 907,9| 556,7
scientific achievements
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implemented in production
million BGN

Source; Statistical Yearbook of the PRB 1961, 1971, 1976 1977,
1987 , 1990.

The tendency is for a steady increase in the number of people
employed in science, and before the end of the 1980s their number
exceeded their quantity by an average of more than 5 times compared to
the beginning of the 1960s, with the excess in practice-oriented research
and development and implementation centres being well above the
average, at the expense ofthose in universities, where it was just over 4
times.

In turn, the integration of computers and information systems
(cybernetization) has led to a significant change in the overall shape of the
Bulgarian economy by revolutionizing various industries, further increasing
labour productivity through automation of manual processes reducing
human errors and increasing operational efficiency. This period has seen
the active expansion of digital infrastructure and the introduction of
computer systems in key sectors such as finance, telecommunications and
material production.

As a result of the systematic efforts made in the late 1980s. Bulgaria
became the undisputed leader in the high-tech computer industry with its
share in the markets of Eastern Europe (then COMECON) reaching 40%,
and the country ranked in the top three of the world leaders in the field of
information technology.

Subsequently, after the collapse of the Soviet system of division of
labour in the aftermath of the surrender in the Third World War, the
Republic of Bulgaria actively sought its new place in the then actively
globalizing world. And despite huge losses of productive and human capital
for the size of the country, the colossal accumulations in the scientific
sphere made in the previous decades allowed Bulgaria to be among the
pioneers of the "internetization" of businesses, which actively began to
conquer the existence of human civilisation and the forms of business
interactions since the beginning of the 21st century.

2002 - 2022

In the last two decades, Bulgaria has made significant efforts
towards the digital transformation of its economy. The political class has
reached a consensus on the potential of digital technologies to increase
labour productivity and efficiency in various sectors. The period has seen
significant progress in the integration of computer technology into
everyday manufacturing and service operations, revolutionizing traditional
work processes and paving the way for further increases in automation.
The widespread use of digital technologies and the Internet is transforming
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various aspects of Bulgarian society, including communications, commerce
and governance. Online banking and e-commerce are becoming popular.

Digitalisation is one of the main drivers of economic growth in this
period. The automation of processes, the creation of online platforms and
the entry of digital start-ups provide new opportunities for entrepreneurship
and innovation and are becoming a major driver of economic growth, thus
creating new high-tech jobs, including by attracting foreign investment.

Since the beginning of the zero years of the XXI century, initiatives
have been launched to introduce the so called "e-government” in the
Republic of Bulgaria. The need for efficient delivery of public services
through digital technologies to streamline administrative processes is
recognised. The introduction of electronic identification, online tax filing
systems and digital signatures mark a significant shift towards a more
connected and digitally functioning society. These initiatives aim to improve
transparency, reduce bureaucracy and enhance interaction between
citizens and the administration.

Relevant structural reforms have been made, a number of strategic
documents have been adopted to introduce regulatory frameworks and
clear rules in the field®.

The world (in its global version) and Bulgaria are on the threshold of
a new era of digitalization. Bulgarian business has always been ready to
embrace promising technologies such as artificial intelligence, blockchain
and the Internet of Things. New opportunities for economic growth,
innovation and improved quality of life are expected to emerge through
this digital revolution. The commitment to digital transformation is evident
in investment in research and development, in fostering entrepreneurship
and in creating an enabling environment for the development of start-ups.

- Globalisation and de-globalisation and their impact on digitalisation

Different generations of technologies become possible at different
scales of the potential markets that can absorb them. For example, in a
tribe isolated from modern industrial civilization in the Amazon, it is
impossible to produce even bicycles, since the latter require at least
several thousand potential solvent consumers and access to the relevant
technologies to be profitable.

The digital revolution has been made possible by an already
globalised modern world. Theinterconnectedness of economies, the free
flow of information and global demand, including for digital products and
services, have given impetus to the development of digital transformation
around the world and in our country. Bulgaria, drawing on its historical
experience as a vanguard of scientific and technological progress, is

5 See, for example, "Strategy for e-Government in the Republic of Bulgaria 2014-
2020 - https://dev.egov.bg/PDev/publExtData.jsf?idPubl=102
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actively trying to use globalisation to attract investmentin the digital sphere,
to promote digital innovation and international cooperation.

With the escalation of negative trends in the global division of labour
system associated with the end of the current development model, the
reverse processes of deglobalisation are also becoming increasingly
evident. This poses potential challenges to the processes related to the
development of digitalization in Bulgaria. The growing tendency towards
protectionism and trade barriers, the continuous ignition of new regional
hotbeds of fierce military conflicts limit the country's access to global
markets and lead to the defragmentation of business activities. However,
for the time being, the consensus in the country remains on the need to
continue to build a strong domestic digital infrastructure and to encourage
local initiatives in this area.

In any case, however, it must be taken into account that a further
deepening of the deglobalisation processes may lead to the need to
question the future appropriateness of further investments and
developments in digital technologies.

Conclusion

Modern generations of Bulgarians have received an invaluable
heritage from the builders of modern Bulgaria, a heritage that has
permanently placed us among the leaders of world scientific and technical
progress. Undoubtedly, entering the digital age is another, higher stage of
this progressive movement.

From the period of industrialization in the 1960s, through the
cybernetization of the 1980s and the digitalization of the 2000s, the
foundation of passion and the inexhaustible energy of the pioneers has led
the way. The country has made significant progress in building a strong
foundation in computer science, integrating digital tools into the economy,
and adopting e-government initiatives.

Leveraging a scientific approach to managing business systems led
to an early awareness of the need for digital transformation, contributing to
increased efficiency, economic growth and improved quality of life for
citizens. As the country looks to the future, it must address the challenges
of globalisation and deglobalisation to sustain its digital progress by
investing in digital infrastructure, promoting business initiatives and
preparing a skilled workforce. In this way, Bulgaria can position itself as an
actively developing digital hub serving as a catalyst for future economic
growth.
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Abstract: This research paper explores the impact of Artificial Intelligence,
specifically ChatGPT, on various sectors and its potential risks and ethical
concerns. It examines the multifaceted nature of ChatGPT, its positive
effects on multiple sectors, and its potential to replace human employment.
The paper also examines the impact of ChatGPT on work, aiming to
determine whether it represents a blessing or a threat regarding job

displacement. The report aims to provide an exhaustive analysis of the
relationship between ChatGPT and job displacement, shedding light on the
various aspects of Al integration within the workforce. By exploring both the
positive contributions and challenges posed by ChatGPT, the paper aims to
foster discussions on responsible Al implementation and strategies to
mitigate any potential adverse impacts on employment.

Introduction

ChatGPT is an Al model for natural language understanding and
generation built on OpenAl's GPT (Generative Pre-trained Transformer)
architecture. It can answer questions, generate text, complete prompts, and
conduct other language-related tasks. GPT models, such as ChatGPT,
have been trained on massive volumes of text data from the internet,
allowing them to acquire human language patterns and structures.

GPT was the first in the GPT series, followed by GPT-2, GPT-3, and
more recent versions as of my last update. Each iteration increased the
model's capabilities, with GPT-3 being more comprehensive and adaptable.
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GPT-3 has improved in size, scale, and performance over its predecessors,
allowing it to tackle a wide range of jobs with exceptional accuracy.

The development of Al language models like GPT has roots in

various technigues and breakthroughs in the field of artificial intelligence:

Rule-Based Systems: Earlier attempts at natural language
processing used rule-based systems in which programmers
explicitly set grammatical rules and language structures. These
systems required greater adaptability and scalability.
Statistical Methods: Researchers later switched to statistical
methods, using algorithms to examine massive corpora of text data
to derive patterns and probabilities. Hidden Markov Models (HMMs)
and probabilistic context-free grammars were commonplace in this
age.
Machine Learning and Neural Networks: Natural language
processing was transformed by introducing machine learning and
neural networks. Recurrent Neural Networks (RNNs) and
subsequent models such as Long Short-Term Memory (LSTM)
networks and Transformers increased language comprehension
and creation.
Transfer Learning and Pre-training: GPT models use transfer
learning, in which the model is pre-trained on a large dataset to
learn broad language patterns. Fine-tuning specific tasks aids the
model's adaptation and performance in specialized fields.

These developments resulted in models such as GPT-3, which can

understand and generate human-like writing in various scenarios. However,
prejudice, interpretability, and ethical problems remain areas of study in Al
development.

In terms of functionality, ChatGPT and similar models can:
Answer questions based on the information provided.
Generate coherent and contextually relevant text.
Provide suggestions or completions to prompts.
Assist in language translation, summarization, and text generation
tasks.
Engage in conversation and simulate human-like interactions to a
certain extent.
Continuous research and development in Al language models aim
to improve their capabilities further, making them more versatile,
accurate, and beneficial across different applications and industries.

Importance of Al in Modern Industries
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Al has become a cornerstone in the modern industry due to its ability
to automate activities, analyze massive volumes of data, and generate
predictions. From healthcare to banking, Al applications simplify processes,
improve decision-making, and boost efficiency.

Rising Concerns about Al-driven Job Displacement

While Al has enormous benefits, there are concerns about job loss.
Specific employment roles may become outdated or significantly change as
automation progresses. However, it is crucial to emphasize that Al
generates new career prospects, notably in Al creation, maintenance, and
ethical monitoring.

Objectives:

1. To assess the benefits and drawbacks of using ChatGPT by
analyzing data from various types of literature on credible websites.

2. To learn about the benefits of ChatGPT in the education and
research industries worldwide from available user experiences
presented through a literature review.

3. To identify the areas where ChatGPT can benefit the education and
research industries worldwide.

Research Methodology:
1. Literature review with conceptual clarity on ChatGPT technical
notations.
2. Gathering user feedback and reviews to understand the benefits
and drawbacks of using ChatGPT.

3. Using Content Analysis and Conceptual Analysis
from the literature research, conceptualize the Pros and Cons of
ChatGPT in the education and research industry, including
implications.

Scope of the Study:

(a) To add literature to the already limited review of the literature to
clarify the general understanding of the utility of ChatGPT, particularly in
the education business.

(b) To comprehend the actual value of ChatGPT and why the fear of
ChatGPT'’s presence is prevalent in the education business.

(c) To determine if ChatGPT would harm learning culture in the
educational and research sectors based on shared experiences.

Limitations of the Study:
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As the overall notion of ChatGPT is quite limited, this study has its

own existing and predictive limitations. Even in user experience reviews,
there are few resources to refer to and consolidate because many are in
the trial-and-error phase.

(a) There are very few study outcomes available globally.

(a) The user experience sharing could be more broad.

(c) The shared experiences are based on perceptions.

(d) Many people have yet to have this experience thus far.

(e) The ChatGPT version is in the primary or nascent stage of

development, and the actual potency of ChatGPT is unknown.

Literature Review:
Stephen Marche (Atlantic Magazine 2023) found that there is yet
to be a clear understanding of the application essays that ChatGPT
essays.
Daniel Herman (Nature Journal 2023) discovered that ChatGPT
can usher in the end of high school English.
Chris Stokel-Walker (2023) discovered that the education
provider's critical thinking or reasoning needs improvement.
Emma Bowman (NPR 2023) discovered that the risk of student
plagiarism is substantial and permanent and might result in illogical
writing or authoritative-toned content.
Joanna Stern (The Wall Street Journal 2023) discovered that high
school students in America are cheating in English by using
technology to write an essay.
Check Point (Research 2023) discovered that ChatGPT may
create phishing emails.
James Vincent (The Verge 2023) identified ChatGPT's viral
success as the mainstream Al.
Tyler Cowen, an economist, discovered and highlighted concerns
about the consequences of democracy that ChatGPT will bring.
Samantha Lock (The Guardian 2023) discovered that ChatGPT
generates incredibly comprehensive human-like tests.
Derek Thompson discovered that Chat GPT is "the generative Al
eruption because it may change our minds about how we operate."
Despite its shortcomings, Kelsey Piper (Vox2023) discovered
Chat GPT as the general public's first hands-on "smart enough
helper.”
Derek Thompson (The Atlantic Magazine 2023) discovered that
the ChatGPT, like the generative-Al eruption, has the potential to
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revolutionize our thoughts, our work, and the way we conceive
about what creativity is.

e Microsoft Bing, the information website -The New York Times
2023, wants to make optional ChatGPT capabilities public as a
search engine shortly.

e Stuart Cobbe (England and Wales) examined the ChatGPT by
guestions and discovered that the ChatGPT got a 42% pass mark,
even though the pass percentage was 55. He believes the
advanced version will be too good to overcome the limitation of
passing tests.

e Steven Minz (Inside Higher Ed) (2023) discovered that ChatGPT
is an ally and beneficial support rather than an opponent because
the Al may aid educational goals such as producing reference lists,
generating initial draughts, and solving equations. He discovered
that the Al could even fix tutoring while simultaneously assisting in
evaluating the answers with particular solutions to inquiries posed.

e Sam Altman (The New York Times2023) discovered that Al's
support for humanity might be so strong that it is difficult to believe
the intellectual help that Al could provide, which we cannot explain
in simple terms.

e Cai GoGwilt, Ironclad's CTO, discovered that ChatGPT could
summarise madifications to legal papers. He found that ChatGPT
outperforms similar language Als in terms of imaginative responses.

e ChatGPT was determined to be more helpful in using Microsoft's
Azure Cloud by LexisNexis and Min Chen (Legal Research and
Data Company).

e Abeba Birhane (Mozilla) discovered that ChatGPT generates song
lyrics. Krishna Gade, CEO of Fiddler, found that ChatGPT causes
disturbances in web searches, which Google has long controlled.

e Reich and Aaron (2022) state that students may outsource all
writing work, including homework/assignments, to ChatGPT.

e Benj Edwards (2022) discovered that excessive plagiarism exists
at all levels.

Positive Impacts of ChatGPT:
ChatGPT has brought about several positive impacts across various
domains:
1. Advancements in Natural Language Processing (NLP):
ChatGPT represents a substantial advancement in NLP capabilities.
Its ability to recognize context, provide coherent responses, and aid
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in many language-related tasks has pushed the frontiers of what Al
can do in understanding and processing human language.

2. Applications in Customer Service and Support: ChatGPT has
transformed customer service by enabling chatbots to understand
and respond to consumer concerns. These chatbots can give
instant help, answer frequently asked questions, and assist users in
diagnosing issues, increasing customer satisfaction and decreasing
business response times.

3. Educational and Language Learning Opportunities: ChatGPT is
an excellent academic and language learning resource. It can assist
students by explaining, responding to queries, providing examples,
and participating in language practice sessions. This provides more
individualized learning experiences and allows people to enhance
their language abilities.

4. Assistance in Content Generation and Creative Pursuits:
ChatGPT's capacity to help content creators, authors, and artists
generate ideas, provide prompts, and even co-create content is
beneficial. It can aid in brainstorming narratives, developing creative
writing, or providing insights that fuel creative pursuits, increasing
productivity and creativity in various sectors.

Overall, the positive effects of ChatGPT span numerous industries
and applications, improving efficiency, accessibility, and creativity while
opening up new avenues for innovation and development.

Potential Risks and Ethical Concerns:
The expanding usage of Al language models such as ChatGPT
carries with it several potential hazards and ethical concerns:

1. Spread of Misinformation and Fake Content: Al models can be
taught to deliver inaccurate information, misleading news, or
malicious content. If used carelessly, these models may contribute
to the spread of disinformation, which poses a significant threat to
society by undermining trust in information sources and influencing
public discussion.

2. Privacy and Data Security Implications: Using Al models
demands the interchange of data, which raises concerns about data
privacy and security. The risk of disclosing or misusing sensitive
data could lead to privacy violations or unauthorized access.

3. Bias and Ethical Considerations in Al-Generated Content: Al
models learn from the data taught to them, picking up biases from
the training data. This prejudice has the potential to cause
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discriminatory or unjust outcomes by perpetuating societal biases
based on race, gender, or other characteristics. Combating
discrimination in Al-generated media is vital to promoting justice and
diversity.

Potential Job Displacement and Economic Impacts: Specific
work automation utilizing Al models may result in employment
displacement in particular industries. Jobs that need repetitive or
rule-based tasks may be threatened, hurting the workforce and
necessitating reskilling or upskilling initiatives.

Addressing these challenges necessitates a multifaceted approach

combining collaboration among politicians, developers, and society as a

whole:

Algorithmic  Transparency and Accountability:  Ensure
transparency in the operation of Al models, hold them accountable
for their outputs, and allow for criticism and explanation of their
judgments.

Ethical Guidelines and Regulations: Ensuring openness in how
Al models function, holding them accountable for their outputs, and
allowing for inspection and explanation of their conclusions.
Continuous Monitoring and Improvement: Regularly monitor Al
models for biases, faults, or malicious use and increase their
robustness and fairness.

Education and Awareness: Raising user knowledge of the
limitations and potentials of Al models and teaching them how to
evaluate information generated by such systems critically.

Balancing the benefits of Al language models with ethical

considerations and risk mitigation strategies is crucial for their responsible
and beneficial integration into society.

Societal Effects and Impact Assessment:
The integration of Al, including language models like ChatGPT, has

profound societal effects and warrants careful impact assessment across
various dimensions:

1.

Influence on Human Interactions and Communication:
Communication Patterns: Al-powered communication
technologies can change how people interact, particularly online.
Conversations can be influenced by automated responses and
chatbots, leading to more standardized or predictable encounters.
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Social Dynamics: Al can alter societal dynamics as humans
interact with chatbots and automated systems. This can influence
how information is shared, received, and discussed within
communities.

Psychological Implications of Interacting with Al:

Trust and Reliance: Humans may rely on Al systems for
knowledge, advice, or emotional support. Understanding the limits
of Al capabilities and cultivating a healthy level of skepticism is
critical for avoiding overreliance.

Emotional Connection: Individuals may create emotional
relationships with these systems if emotionally responsive Al
interfaces are developed. This raises ethical concerns about
developing computers that replicate emotional responses.

Cultural and Societal Shifts Due to Al Integration:

Workforce Changes: Automation and Al integration have the
potential to change the work economy, resulting in shifts in
employment prospects and an increased need for new skill sets. To
react to these developments, efforts in reskilling and upskilling will
be required.

Cultural Adaptation: Al technology can impact cultural norms and
values. Societies may need to adjust to new methods of dealing
with technology while addressing privacy, security, and ethics
issues.

Access and Inclusion: If Al technologies are not widely available,
socioeconomic inequities may worsen. It is critical to ensure
inclusion in the use of Al to minimize marginalization and promote
equitable possibilities for all.

It is critical to perform continuing assessments of Al's societal

impacts, considering the various perspectives and potential unintended
consequences. Policymakers, researchers, and industry executives all play
essential roles in defining the responsible development and deployment of
Al technologies to maximize beneficial outcomes while mitigating negative
consequences on persons and society.

ChatGPT in the Workforce
ChatGPT has played a critical role in workforce transformation across

multiple industries, demonstrating its adaptability in various applications.
Brown et al. (2020) emphasized its vast application, ranging from
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customer service and assistance to content development, language
translation, and medical diagnostics.

Incorporating Al models such as ChatGPT has resulted in the
automation of standard processes, enhancing efficiency and accuracy.
However, as Brynjolfsson and McAfee (2014) described, this automation
has generated concerns about its possible influence on employment.
Because of Al's ability to perform such responsibilities, jobs involving
repetitive or rule-based work may be displaced or altered.

Case studies have demonstrated the impact of ChatGPT on labor
dynamics in various job categories. In customer service, for example, Al-
powered chatbots powered by ChatGPT have drastically cut response
times, handled basic requests, and freed up human agents to focus on
more complicated issues. Al has been utilized in content production to
generate articles, product descriptions, and marketing materials, changing
the roles of content developers and writers.

ChatGPT has aided professionals in assessing symptoms, indicating
potential illnesses, and offering preliminary information and patient
assistance to patients in healthcare diagnostics. This has shifted healthcare
providers' workloads, allowing them to focus on higher-level decision-
making and patient care.

These case studies shed light on the changing environment of
several job sectors due to the integration of ChatGPT and Al technologies,
highlighting the importance of a strategic approach to workforce adaptability
and skill development in the face of automation.

ChatGPT displays a variety of applications from various industries. It
improves response efficiency in customer service, which benefits the e-
commerce and hospitality industries. Appointment scheduling and
preparatory information provision enhance healthcare. Marketing is
experiencing increased content development for personalized marketing.
However, this automation of standard processes may result in job
displacement in roles concentrated on repetitive functions.

Several case studies demonstrate ChatGPT's transforming power.
Zendesk uses ChatGPT to handle fundamental customer support issues,
resulting in faster response times and more customer satisfaction.
Healthcare professionals use Al chatbots to make appointments,
considerably decreasing administrative duties and improving patient
service.

These examples demonstrate the critical role ChatGPT has in
improving operational efficiency and service quality across a wide range of
professional fields.
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Advantages of ChatGPT
ChatGPT brings forth a multitude of advantages across different
domains, making it a valuable tool in numerous sectors:

1. Efficiency and Productivity Improvements: Larson et al. (2019)
found that ChatGPT enhances efficiency by automating repetitive
tasks, allowing professionals to focus on higher-value activities. It
manages questions, generates content, and assists with various
operations, reducing time spent on routine tasks. ChatGPT
responds quickly to frequent requests and tasks, processing large
amounts of data while optimizing processes. This boost in efficiency
allows workers to focus on more complex, high-value jobs, resulting
in increased output.

2. Cost-effectiveness for Businesses: ChatGPT's cost-effectiveness
and scalability assist businesses. According to Huang et al. (2021),
Al-powered systems such as ChatGPT can be more cost-effective
than hiring additional staff for customer assistance or data analysis
jobs. ChatGPT systems are scalable, cost-effective, and easy to
scale to meet increasing workloads. They automate customer
support, content generation, and administrative tasks, leading to
simpler operations, lower human expenses, and better resource
allocation. This makes them a cost-effective option for businesses
seeking efficiency improvement.

3. Expansion & Creation of New Job Opportunities in Al-related
Fields: The rise of Al technologies like ChatGPT, despite concerns
about job displacement, presents new career opportunities in fields
like Al development, data science, machine learning engineering,
and ethics and governance. This growth promotes job market
development and diversity despite the misconception that ChatGPT
and Al technologies are catalysts for new work roles. Bessen
(2016) emphasized the rise of jobs in Al-related disciplines, such as
Al trainers, data annotators, and Al ethicists. These professions
necessitate human expertise to train, refine, and ensure the ethical
usage of Al systems such as ChatGPT, resulting in new job
opportunities.

These benefits demonstrate ChatGPT's disruptive impact in
improving operational efficiency, lowering expenses, and contributing to the
evolution of career prospects in Al-related industries. ChatGPT's
adaptability and versatility contribute to its widespread acceptance,
providing tangible benefits across industries while clearing the way for
innovation and new labor roles.
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Challenges and Ethical Concerns
The integration of Al, including ChatGPT, brings about several
challenges and ethical considerations:

1. Job Displacement and Workforce Restructuring: Frey &
Osborne (2017) highlighted the potential job displacement caused
by automation, as Al technologies like ChatGPT may replace
repetitive tasks. This could lead to unemployment in easily
automatable roles, necessitating retraining and upskilling to adapt to
evolving job requirements. Strategies for reskilling and upskilling the
workforce are needed to transition into roles that leverage human
creativity, critical thinking, and emotional intelligence.

2. Quality and Reliability Issues in Al-generated Content: Varol et
al. (2017) highlighted the challenges in maintaining the quality and
reliability of Al-generated content despite Al systems like ChatGPT
excelling in content production. They underlined the need for
continuous improvement and oversight to ensure accuracy and
credibility in critical sectors like healthcare, finance, and legal
advice. Addressing misinformation, lack of context, and output
errors is crucial for maintaining credibility and reliability.

3. Ethical Implications of Al Decision-making and Biases:
Hagendorff (2020) highlighted ethical concerns in Al decision-
making, stating that Al systems like ChatGPT can inherit biases in
their training data, potentially leading to biased decisions.
Addressing biases and ensuring fairness, transparency, and
accountability are crucial to preventing discrimination and upholding
ethical standards. This requires vigilant monitoring, diverse training
data sets, and ongoing algorithm refinement to avoid bias and
perpetuate societal inequalities.

Navigating these challenges and ethical concerns requires a
multifaceted approach encompassing technical advancements, ethical
guidelines, and collaboration between Al developers, policymakers,
ethicists, and stakeholders to ensure responsible development and
deployment of Al technologies.

Regulation and Mitigation Strategies:

Regulations and ethical guidelines governing Al are continuously
evolving, aiming to address the challenges and risks associated with Al
technologies like ChatGPT:
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1. Current Regulations and Ethical Guidelines:

e GDPR (General Data Protection Regulation): The GDPR in the
European Union includes data protection rules that affect how Al
systems manage user data and ensure transparency and user
consent.

e FEthical Al Principles: Several groups, including IEEE, the
Partnership on Al, and the EU's High-Level Expert Group on Al,
have established ethical standards for Al development and
deployment, emphasizing justice, transparency, accountability, and
social benefit.

2. Proposed Strategies to Mitigate Risks Associated with
ChatGPT:

¢ Bias Mitigation: Using bias identification and mitigation strategies
throughout the training phase to reduce data biases. It is critical to
monitor and audit Al-generated content for discrimination
continuously.

e Transparency and Explainability: Increasing the transparency of
Al systems by explaining created results. This can assist users in
comprehending Al models' limitations and decision-making
processes.

e Privacy and Security Measures: Enhancing privacy by using
encryption, secure data processing procedures, and tight protocols
to protect user data.

3. Importance of Responsible Al Development and Usage:

e FEthical Considerations: Responsible Al development requires
considering the societal implications of Al technology and actively
addressing ethical concerns such as prejudice, privacy, and justice.

e Trust and Accountability: Instiling confidence in Al systems
among users and stakeholders is critical. Accountability measures
ensure that creators are accountable for Al model behavior and
consequences.

e Long-Term Sustainability: To ensure the long-term and
constructive integration of Al in society, a long-term perspective is
required, concentrating on the ethical, societal, and economic
consequences of Al technology.

Responsible Al development and application are critical for building

trust, assuring ethical practices, and maximizing the sound effects of Al
while limiting potential risks and drawbacks. Collaboration among
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politicians, industry leaders, researchers, and the broader community is
critical for establishing solid regulatory frameworks and ethical principles
that support the responsible use of Al technologies.

Mitigating job loss resulting from Al integration involves

multifaceted strategies:

Reskilling and Upskilling Programs for Affected Workers: Manyika
et al. (2017) suggest reskilling and upskilling initiatives to equip
workers with Al-related skills, such as data analysis and Al
programming, for emerging job markets, focusing on technological
literacy, critical thinking, and adaptability.

Regulatory Measures and Policies for Responsible Al Integration:
Whittaker et al. (2018) emphasize the need for policy frameworks
and regulations to govern the ethical use of Al and its impact on the
workforce, prioritizing transparency, accountability, fair treatment of
workers, and smooth job transitions.

Collaborative Efforts Between Al and Human Workers: Rouse
(2019) emphasizes the significance of fostering a symbiotic
relationship between Al systems and human workers. By promoting
collaborative work environments where Al complements human
skills and decision-making, productivity and efficiency can be
enhanced, maximizing overall performance.

Governments, educational institutions, businesses, and industry

stakeholders must collaborate on strategies to mitigate job displacement
and optimize productivity in the evolving job landscape influenced by Al
integration, combining reskilling initiatives and regulatory frameworks.

Future Outlook

Predictions for the Evolution of ChatGPT and Al Technologies:
Amodei et al. (2016) believe that Al technologies will continue to
evolve, including more excellent natural language processing,
contextual comprehension, and nuanced responses from models
such as ChatGPT. These advancements may also improve Al's
ability to grasp emotions, sarcasm, and context, resulting in more
human-like interactions. As Al systems grow more interwoven into
daily life, they will assist various businesses and provide tailored
and adaptable interactions.

Strategies to Balance Al Integration and Job Preservation:
Brynjolfsson and Mitchell (2017) propose ways for balancing Al
integration with job preservation, such as investing in education and
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training programs, offering incentives for retraining and retention,
and encouraging entrepreneurship to generate new job prospects.
They prioritize human-centric Al development, emphasizing Al's
augmentation rather than replacing human talents. They support
policies that promote job growth, encourage collaboration between
Al and human workers, and invest in workforce development
programs to prepare individuals for changing industries.

e FEthical Frameworks and Guidelines for Al-Driven Industries:
Ethicists such as Jobin et al. (2019) underline the importance of
moral rules and frameworks to control Al use. Transparency, justice,
accountability, and bias prevention should be prioritized in Al
systems. To achieve inclusion and ethical Al practices, diverse
stakeholders should be included in establishing and implementing
these principles. Policies should address bias reduction, data
protection, algorithmic transparency, and the appropriate use of Al
in decision-making processes. Policymakers, ethicists, industry
experts, and stakeholders must work together to develop and
enforce these ethical norms.

Future-oriented considerations like technological advancements, job
preservation strategies, and ethical guidelines will shape a more inclusive,
sustainable, and ethically responsible Al landscape as Al evolves. By
envisioning Al technologies, implementing strategies that balance
integration and job preservation, and establishing ethical frameworks, we
can steer Al development toward a more responsible, inclusive, and
beneficial future.

Recommendations

ChatGPT, like many Al developments, has a dual nature—it has
enormous potential while posing inherent risks and challenges. On the one
hand, its natural language understanding and generation skills have
transformed areas ranging from customer service to education and content
development. Concerns about misinformation, bias, and privacy, on the
other hand, loom as possible threats to civilization.

To negotiate this dual nature, it is critical to approach ChatGPT usage
with a balanced perspective. While exploiting its powers for innovation and
efficiency, it is also crucial to recognize and address the ethical concerns
and hazards involved with its use.

Fostering responsible Al implementation requires a concerted effort:

e FEthical Frameworks and Guidelines: Create and follow
comprehensive ethical frameworks in Al development and
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deployment that prioritize fairness, transparency, accountability, and
societal well-being.

e Continuous Monitoring and Auditing: Implement comprehensive
systems for monitoring Al systems, recognizing biases, and
routinely reviewing their outputs to ensure they adhere to ethical
standards and social values.

e Education and Awareness: Promote Al technology education and
awareness among users, developers, policymakers, and the
general public. Encourage critical thinking and a knowledge of the
possibilities and limitations of artificial intelligence.

e Collaborative Approach: Encourage collaboration among
stakeholders (business, academics, policymakers, and
communities) to develop legislation, guidelines, and best practices
for responsible Al use.

e lterative Improvement: Encourage the Al model's ongoing
improvement by incorporating user feedback, developing ethical Al
research, and improving technologies to solve future concerns.

By following this advice and taking a holistic, responsible approach to
Al adoption, we may reap the benefits of ChatGPT and related Al
technologies while reducing potential hazards, ensuring their integration
contributes positively to the growth and well-being of society. Balancing
innovation with ethical considerations is critical in designing a future where
Al improves human experiences while preserving moral norms and values.

Conclusion

In the preceding study, we addressed the diverse influence of
ChatGPT on employment. While its integration increases efficiency and
creativity across industries, it has prompted worries about job displacement
and workforce reorganization. Frey and Osborne (2017) and Manyika et
al. (2017) found that specific jobs could be automated, posing workforce
difficulties.

Taking a balanced approach to Al integration in the workplace is
critical. It entails a variety of tactics. To begin, as Manyika et al. (2017)
recommended, investing in reskilling and upskilling programs is essential to
equip people with the skills required to complement Al technologies.
Second, as Whittaker et al. (2018) and Jobin et al. (2019) recommended,
adopting ethical frameworks and rules can enable responsible Al
deployment while minimizing biases and preserving fairness.

The role of ChatGPT in job circumstances can be viewed as a mixed
blessing. On the one hand, it streamlines procedures, increases
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productivity, and provides new job roles in Al-related sectors, as seen by
Bessen (2016). However, its ability to automate specific jobs raises worries
about job displacement, necessitating proactive actions to offset these
consequences.

The influence of ChatGPT on employment is not primarily positive or
negative. Instead, it's about navigating and exploiting its capabilities while
solving the issues that come with it. ChatGPT and Al technologies can
coexist beneficially, boosting productivity and complementing human
capabilities in the shifting employment landscape with the correct methods,
ethical concerns, and a proactive approach to workforce adaptability.

ChatGPT's role in the workplace is more of a transformational tool
than an unambiguous curse or blessing. While it may result in job
reorganization and displacement in some areas, it will also create new
career opportunities in Al-related disciplines. The employment landscape
will be shaped by how responsibly and ethically integration is deployed and
integrated into processes, combining efficiency gains with job preservation
and human-centric development. Finally, the impact of ChatGPT on
employment is determined by how well we negotiate these hurdles and
capitalize on its promise for positive workforce development.
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Is Al Just a Tool or Can It be Considered a Stakeholder in the
Process of Facilitating and Developing Innovation Ecosystems?
Tsvetelina Tsvetanoval

Abstract: This article examines the different views of scholars and
researches on the role of artificial intelligence (Al) in the process of
developing and facilitating innovation ecosystems. Artificial intelligence
systems are explained as they are considered to have significant impacts
on decision-making, employment, ethics, and societal structures - all
elements of an innovation ecosystem. In facilitating innovation ecosystems
Al is often recognized as a useful tool within the development processes,
but is rarely considered a stakeholder. Scientists agree that Al has a
significant potential in directing the way innovation develops, whilst
increasing its autonomy. Therefore, Al could be positioned as a stakeholder
with its own set of interests and responsibilities within an innovation
ecosystem.

Key words: atrtificial intelligence, innovation ecosystems, strategic
planning, stakeholders

JEL: O30, 032, 033, 036

Introduction

The emergence of artificial intelligence (Al) and its implementation
in the different areas of technological advancement and in society,
suggests that the world can no longer live without recognizing its
application, capabilities and potential. Al’'s impact on society, economic
growth and even the environment, has been acknowledged by scholars,
researchers, practitioners and institutions (Dwivedi, et al., 2023). Just
recently, the European Parliament published a report on the advantages
and opportunities of Artificial intelligence (European Parliament, 2023).
Furthermore, a policy brief from December 13" of the European
Commission (EC), also acknowledges the potential of Al in science to boost
Europe’s global competitiveness (European Commission, 2023). (European
Union, 2023) (European Commission, 2021)?
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The role of Al in the descision-making processes has been
investigated in the literature throughoutr the years (Spangler, 1991),
(Rusthollkarhu & Aarikka-Stenroos, 2020), (Stahl, 2022), however, concrete
findings on its impact in the facilitating and development of innovation
ecosystems, have not been clearly outlined, neither by scholars, nor by
researchers or even practitioners. When defining the concept of Al and its
application, most of its characteristics ilustrate it primarily as a useful and
important tool (Barber, 2023), whereas Al is merely considered to be a
stakeholder on its own (Blanchard, 2023). As a tool in different decision-
making processes or developments, the significant role of artificial
intelligence is rapidly evolving, along with the pace of all technological
developments (Dwivedi, et al., 2023). The role of Al as a stakeholder has
not been researched enough by schollars, therefore the literature review,
supporting the hypothesis that it can be considered a stakeholder, is limited
to a number of articles, mostly presented by practitioners. This paper aims
at exploring, thorugh the available resources, the application and
implementation of Al within the processes of development and facilitation of
innovation ecosystems. The article will outline the opportunities and
advantages Al has as a useful tool in that context and will propose an
alternative hypothesis where Al could be, also, considered an important
stakeholder, therein. The results of the study highlight the potential of Al for
economic growth within the innovation ecosystem, acknowledging the
speed of technological advancment, the ethical implication of its
implementation and its possible role of a responsible stakeholder in the
process.

Methodology

This article aims at studying available statements and opinions on
the role of artificial intelligence in strategic processes, in particular, in
developing and facilitating innovation ecosystems. The methodology used
for this study is primarily desk research with summarising the observations
on the work of other researchers related to the proposed question.
Secondary qualitative data in comparing the different hypothesis is applied.
More specifically, this paper aims to present the summaries of the literature
review and to discuss the role of Al as a tool and its potential as a
stakeholder, the challenges and opportunities, therein, and its impact on
innovation ecosystems.

Literature review

The role of artificial intelligence in the dynamics of the contemporary
world and the economic systems, including the processes of strategic
planning, is gradually gaining popularity in the literature (Mariani, et al.,
2023). In relation to innovation ecosystems and open innovation processes
and management (Kuzior, et al., 2023), Al is often associated as a driver to
innovation, therefore, an important player of the ecosystem itself. Often, in
decision-making, its applications are acknowledged as significant in that
process, mainly because of the available Al organizational and
management tools. Rarely in the literature, the ethical implications of the
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application of the ecosystem concept to Al are underlined (Stahl, 2021),
(Stahl, 2022), (Deloitte, 2023).

The role of Al as atool and as a stakeholder

The term “artificial intelligence” has been defined already back in
1955 by the Stanford professor John McCarthy (Manning, 2020), who
addresses it as a science subdivision and very much related to machine
learning, which concept has gradually developed throughout the years.
Later, B. J Copeland defines artificial intelligence in the Encyclopaedia
Britanica as “the ability of a digital computer or computer-controlled robot to
perform tasks commonly associated with intelligent beings” (Copeland,
2024). Having an “ability” to do something already suggests of an action
that is usually performed by someone (stakeholder) and not so much
through something (a tool). In all cases, behind a computer or computer-
controlled robots, a set of information is pre-selected and stored to serve as
a basis on which Al could learn and make its assumptions and proposals,
positioning it, somehow, more as a stakeholder. The limitation here
streches to the exact timing when the information (data, incl. big data), has
been powered within the Al system. For example, ChatGPT was launched
in November 2022 trained to process information powered only up until
September 2021 (Radford & Kleinman, 2023). This was regretingly
acknowledged by the organisation’s co-founder and CEO, Sam Altman,
statng that “GPT-4's knowledge about the world ended in 2021” (Mok,
2023).

Al has traditionally been used to facilitate innovation which is a
driving force to economic growth (Rosenberg, 2006). A systematic review
and investigation of Chinese schollars from Pula and Chengdu, debate on
the relation between Al and economic development, since today it is very
much linked to the quantity and quality of innovation emerged within the
economic system. The results of their analyses allow schollars and
researchers interested in the topic to better understand the “current stand
and potential knowledge gaps” in the field of Al and economic development
(Qin, et al.,, 2023), which adds value to the literature and opens
opportunitoes for further research. The authors clealry acknowledge the,
sometimes immeasurable, impact Al has on economic development, driving
innovation.

Al tools are developed and updated on a regular basis and with
accumulating pace (Phillips-Wren & Jain, 2006) (Phillips-Wren, 2012)
(Duan, et al., 2019). In modern science, Al is recognized not only with its
pace of development and vast and dieverse application in many industries,
including healthcare, automotive, finance, education, retail, etc., but also in
areas involving decision-making, business behaviour, culture, and others.
Researchers argue that Al's ethical application, including its responsible
development and deployment are issues which should be taken into
consideration even more when recognizing Al's new roles and potential
(Verma, 2023). In their article “Artificial intelligence for decision making in
the era of Big Data — evolution, challenges and research agenda”, Y. Duan
and his collegues acknowledged that very little academic publications are
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available which show observations on the progress and opportunities of Al
throughout the years. The authors conclude in their paper that “one of the
most important applications of Al history is precisely using it for decision-
making (Duan, et al., 2019).

Al’s impact on innovation ecosystems

The concept of innovation ecosystem has evolved greatly in the
past decade (Pileliené & Jucevi€ius, 2023) and Al could be considered,
also, an important player in that process, mainly as driver to innovation.
The significance of Al in the contemporary landscape of innovation
ecosystems is increasing in the last years. The topic of artificial intelligence
in relation to innovation ecosystems’ development has been already
explored by researchers, mainly acknowledging the technological
advancement Al brings within the dynamics of innovation ecosystems. Al
could be identified as a resource (or a tool) in facilitating the processes of
innovation ecosystems emergence and development. Indeed, the use of Al
applications and presence in organising the processes of creating and
managing innovation ecosystems has been already put into practice
(Fenwick, et al., 2018). In some cases, innovation ecosystems are
developed because of the emergence of Al within the work of the
stakeholders involved, therein.

Al impacts different innovation ecosystems, depending on their type
and focus. For example, Al is impacting tremendously startup ecosystems
in Europe, according to some practitioners. Baris Efe, co-founder of an
Entrepreneurship hub in Berlin, suggests in his article “Al and its
importance for the startup ecosystem — a European perspective”, that using
Al and the opportunities alongside might require “bold policy action” and
collaboration among stakeholders, including business leaders, startups,
technologists and policy makers (Efe, 2023) which speaks of a participatory
approach, where Ai on its own could play a key role.

The concept of a stakeholder in the context of innovation
ecosystems has been already developed in the existing literature.
Emanuele Giovannetti in chapter 3 "Digital Divide and Digital Multiplier: A
Paradigm Shift through Innovation" of the book “ICT-centric economic
growth, innovation and job creation” identifies six types of stakeholders
which play an important role in the innovation ecosystem (Giovannetti,
2017). Those are, namely: public sector, private sector, finance,
entrepreneurial support networks, academia and entrepreneurs. When
considering Al and the opportunities and potential it holds, its role could fit
in most of the above-mentioned types of stakeholders depending on the
scale and scope of participation within the innovation ecosystem. In
parallel, other scholars focus their attention on building and accelerating the
innovation ecosystem through a stakeholder framework, acknowledging the
importance of stakeholders in the process (Budden & Murray, 2019). The
authors of the same working paper give a number of examples of
innovation ecosystems such as the Silicon Valley, Greater Boston (biotech-
led ecosystem) and Israel (Start-Up Nation), where in some of the cases
the stakeholders emerged in the process, and in others — it was a
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strategically planned process by already identified stakeholders. In the
context of strategically planning the emergence and development of
innovation ecosystem, it is crucial to identify the key stakeholders involved
in the whole process which could become the networking partners and
even final beneficiaries of the ecosystem itself (Budden & Murray, 2019).

When considering the influence stakeholders have on decision-
making and their outputs within the ecosystem, we could, also, take into
account the presence and characteristics of Al. A study on the relation
between the Stakeholder Theory and the implementation of Al provides
insightful results concluding that the “use of Intelligent Systems related to
the Stakeholder Theory in organizations” is relevant (Montez, 2022); and,
the implementation of Al in the decision-making processes within the
system is observed as fundamental.

Considering Al as a stakeholder in fostering innovation
ecosystems. Opportunities and challenges

Recognizing Al as a stakeholder in the process of facilitating and
developing innovation ecosystems involves understanding its role and
impact on various aspects. Al contributes to strategic planning by providing
insights and recommendations based on data analysis. As a stakeholder,
Al could influence decision-making processes by offering valuable input on
innovation strategies. Its application in the ecosystem could result in
enhanced accuracy; speeding up the process of decision making; freeing
up human resources, thus improving the overall efficiency of the process;
mitigating risks and better risk assessment; providing data-driven insights,
supporting decision-makers in making informed choices and optimizing
innovation strategies (The Upwork Team, 2023). In relation to speeding up
the decision-making process Al can process information at speeds far
surpassing human capabilities, enabling quicker identification and
resolution of complex problems (Makarius, et al., 2020), which further
highlights its advantages within the facilitation and development of
innovation ecosystems. Some of the observed challenges and limitations,
therein, include the fact that in some cases Al could process incomplete,
inaccurate, or biased data which could question its reliability (Duan, et al.,
2019). Perhaps the biggest challenge in that opportunity is the lack of
human understanding and context coupled with overreliance and decision
bias, which may also lead to the lack of trust of the Al assistance, therein.

Furthermore, Al could play a role in optimizing resource allocation
within an innovation ecosystem (Fuller, et al., 2022). Al-driven optimization
algorithms can assist in efficiently allocating resources, reducing waste,
and enhancing overall productivity in the innovation process (Deskera,
2023). It could support stakeholders to identify areas for improvement and
maximize the impact of innovation initiatives, thus positioning itself as an
essential part of the stakeholder framework. Al systems can analyse vast
amounts of data and identify patterns that may not be apparent to humans,
leading to innovative ideas and solutions. With the development of the Al
systems and their capabilities, a particular challenge arises, concerning
issues of ethical character, which should be, at the least, addressed. One
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of these issues are the privacy challenges, highlighted by Dr Mark van
Rijmenam in his article “Privacy in the Age of Al: Risks, Challenges and
Solutions” (Rijmenam, 2023). Sometimes, the complexity of data
processing could surprise individuals and organisations in that their
personal data is used to make decisions that might affect them. So, the
ethical implications in this particular area of development of Al and its
implementation should be taken into consideration. An opportunity for Al as
a stakeholder could be its influence in the formulation of guidelines and
standards to ensure the ethical use of Al technologies within the innovation
ecosystem.

As mentioned above, Al systems are integral components of the
technological infrastructure in innovation ecosystems. As a stakeholder, Al
influences the integration of cutting-edge technologies and ensures
seamless collaboration between human and machine capabilities. This
component of the role of Al is discussed broadly among practitioners and
mostly in connection to the human-machine collaboration (Lark Editorial
Team, 2023). This is commonly observed in the digital transformation of
healthcare with the use of Al. The synergy between human knowledge and
creativity and Al's analytical capabilities can result in more effective
collaboration, leading to novel and groundbreaking innovations.

One of the challenges associated with the implementation of Al
within the innovation ecosystem is that it may substitute partly the role of
some of the other stakeholders involved (Cockburn, et al., 2018). For
example, the workforce within the research and development area which is
an essential part of the innovation ecosystem, could be threatened by the
emergence of Al tools which optimize the process using less time and
substituting real people. Labour costs could be lowered; however, priority is
given to machine and deep learning mechanisms compared to real
humans’ capabilities. Although, it might save on costs and time, the
effectiveness and efficiency work processed could be argued. This
argument has not yet been proven neither by scholars, nor by practitioners.
In the process of development of Al and its application over time, its impact
will be further studied and analysed. It is worth acknowledging, however,
the position of the American computer scientist Fei-Fei Li on the role of Al.
He suggests that “Artificial intelligence is not a substitute of human
intelligence; it is a tool to amplify human creativity and ingenuity” (Krysik,
2023).

As a stakeholder, Al could play a role in shaping the skill sets
required for individuals to thrive in an Al-driven innovation landscape. Al
can contribute to the development of talent within the innovation ecosystem
by offering educational resources and training programmes. Practitioners
regularly provide information on how Al could contribute to enhancing
talent, thus supporting decision-makers within the scope of large
companies and/or innovation ecosystem. Reference to that is the recent
article by talent development consultant James Bruce who proposes
several ways in which Al is revolutionizing talent development in companies
(Bruce, 2023).
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Simultaneously, Al could also foster collaboration by providing tools
and platforms for interdisciplinary cooperation (Cain, 2023). In fact, the
success of Al is not measured anymore by its independent performance but
rather by its “ability to cooperate”. As a stakeholder, Al contributes to the
creation of partnerships and networks that enhance the overall innovation
ecosystem (Ozcan, 2023).

Al could be considered a stakeholder which supports
entrepreneurship and startups and facilitates their growth within an
innovation ecosystem (Battisti, et al., 2022). This is usually done by offering
tools for market analysis, business intelligence, and automation (McKinsey,
2023). A study conducted by McKinsey reveals that businesses which use
and deploy Al — driven tools and management mechanisms envisage better
performance and “meaningful changes to their workforces” (McKinsey,
2023). Furthermore, Al algorithms can forecast trends and potential
disruptions, helping organizations proactively address challenges and
capitalize on emerging opportunities within or outside the innovation
ecosystem. This has been showcased in a study in the field of supply chain
in complex manufacturing, conducted by researchers who aimed to analyse
the opportunities of Al for predicting supplier disruptions (Brintrup, et al.,
2019).

Al also acts as a stakeholder in promoting a conducive environment
for new ventures (Zhao & Farifias, 2022) or for improving existing ones. In
the context of a data-driven retail ecosystem, for example, researchers
affirm in the results of their study that “Al-based innovation orchestrated by
meta-organizations can enable new business models by creating shared
value for society” (Battisti, et al., 2022), thus contributing to a larger system.

Al could serve also as a stakeholder in monitoring and evaluating
the impact of innovation initiatives. It provides real-time feedback,
performance metrics, and analytics to assess the effectiveness of
strategies and interventions. In support of this role of Al, practitioners have
tried to highlight the benefits of Al in change management, which could be
a difficult process on its own (Delfino, 2023).

Al contributes to the development of public policies and regulations
that govern its use within innovation ecosystems (Stahl, 2021). As a
stakeholder, Al could influence discussions on regulatory frameworks to
ensure responsible and inclusive innovation practices, overcoming
regulatory gaps (Lescrauwaet, et al., 2022).

Continues learning and adaptation are important characteristics of
artificial intelligence. Al, as a stakeholder, could actively participate in its
own evolution by learning from experiences and adapting to changing
circumstances (Hutchinson, 2021). This adaptability contributes to the
dynamic nature and evolution of the innovation ecosystem.

Overall, recognizing Al as an active participant in innovation can
contribute to economic growth by fostering a more competitive and dynamic
business environment. It is essential to note that these benefits come with
challenges, such as ethical considerations, the need for responsible Al
development, and potential workforce implications. Additionally, the
landscape of Al and innovation is continually evolving, so staying updated
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with the latest research and developments is crucial. Al can accelerate the
research and development process by automating experiments,
simulations, and analysis, leading to faster innovation cycles. The Hitachi
corporate innovation ecosystem has already embedded this principal in
their research and development strategy (Moriwak & Akatsu, 2017).

Case Study — Al in project management (micro innovation
ecosystem)

When speaking of Atrtificial intelligence within the ecosystem, an
interesting case study illustrates Al’s role in the decision-making processes
within a corporate innovation system. It is part of an experimental project
developed with community collaborators at the arXivLabs?®. This experiment
on how communicative agents could be organised entirely through Al
sources for software development is illustrated in a paper presenting the
study and its results, written by Chinese specialists and researchers, who
use the ChatDev Al tool as a basis on their work (Qian, et al., 2023). In
addition, the professionals recorded their work in applying the Al tool for the
purposes of the expirement in a video format (Roth, 2023), also, available
with an open access. In this particular case study, Al has played a role
beyond that of a tool in fostering innovation. It actually performed on
different levels, mimicking human behaviour and patterns of making
decisions in order to create a collaborative product and serve a customer
as if the whole process was run by human beings. The results of this
experiment and the conclusions made by the authors of the paper
thereafter, hold a very positive direction. They even provide their code in
case there are others who would like to further develop their work. Indeed,
such application of Al could easily position it as a stakeholder within the
process of creating innovations and even facilitating innovation
ecosystems. On the other side, the limitation of this experiment is
associated with the point of time* when the information and data has been
powered within the Al system. The Al system could only respond based on
the previously inputted data and could not take into account anything newer
than that, including interconnectedness and interrelations between the data
powered in. The experiment positions Al entirely as a stakeholder in the
process of project management and development with a relative success
which requires further research.

Further Ethical Considerations

Following the above-presented case study and its outcomes, it is
inevitable to miss on discussing the ethical implications related to Al's
involvement as a stakeholder (Stahl, 2022). Issues such as accountability,
transparency, and bias in Al-driven innovation should be considered and
addressed. The subject of ethical implications of the implementation of Al

3 «arXivLabs is a framework for enabling the arXiv community to contribute to arXiv and
develop tools that can benefit the scientific community”. It is located at the Cornel
University, https://info.arxiv.org/labs/index.html

4 Specific point of time in the past
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have been already discussed among scholars and practitioners (Nassar &
Kamal, 2021). The international network of Deloitte company addresses
openly and exploratory their vision on transparency and responsibility of Al.
In their position paper, the authors argue that Al should be explainable to
all stakeholders (employees and customers in their case) and should align
with the company’s core principles (Roovers, 2023). Considering the
company as a network of firms operating in different locations and all
acknowledging the importance of innovations, it could be emphasized that
Deloitte on its own acts as an innovation ecosystem. Within that system, Al
certainly plays a crucial role, and therefore, their attention has fallen on the
ethical implications of its implementation within the system.

Results and discussion

The analysis of this study reveals that Al is undeniably a powerful
tool in the facilitation and development of innovation ecosystems. Its ability
to process vast amounts of data, identify patterns, and generate insights
has significantly enhanced the efficiency of various processes within these
ecosystems. The data collected demonstrates a positive correlation
between the integration of Al tools and increased innovation output in
different types of innovation ecosystems. Contrary to the traditional
perception of Al as merely a tool, the findings of the current research
suggest that Al can also be considered a stakeholder in the innovation
process. As Al systems become more autonomous and capable of
independent decision-making, they play an active role in shaping the
direction and outcomes of innovation ecosystems. The ethical
considerations and implications of Al-driven decisions in innovation are
highlighted in the study as relevant of the proposed question. This opens
up discussions on the responsibility, transparency and accountability of Al
systems in contributing to, and sometimes steering, the innovation agenda.
The study also acknowledges the dynamics of human-Al collaboration
within innovation ecosystems. While Al enhances productivity and
efficiency, it also raises questions about the potential displacement of
human roles. The results suggest that successful integration requires a
strategic approach that leverages the strengths of both Al and human
contributors, considering Al as a stakeholder in facilitating innovation
ecosystems. The discussion acknowledges challenges associated with the
integration of Al in innovation ecosystems. These include concerns related
to bias in Al algorithms, data privacy, and the need for continuous
adaptation to evolving technologies.

Ethical considerations are at the forefront of discussions
surrounding Al as a stakeholder. The current analysis highlights the need
for robust ethical frameworks to guide Al's role in innovation ecosystems.
These frameworks should address issues such as transparency,
accountability, and fairness to ensure that Al's contributions align with
ethical standards and societal values.

The potential evolvement of Al's role in innovation ecosystems
should be further explored and reasoned based on the experience and
observations of practitioners and the analyses and findings of other
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scholars and researchers. More real-life case studies could support these
argumentations such as the case with the Japanese government which
envisaged already back in 2016 a “super smart society” or “Society 5.0”
(Fukuda, 2020).

Conclusion

The academic literature lacks resources on the specific role of Al as
a stakeholder within the innovation ecosystem. This concept gradually
develops among practitioners and is becoming more interesting for
researches in the last years. The role of Al within the innovation ecosystem,
is usually considered in the context of useful tools for processing decision-
making, organisation of other stakeholders and, overall, driving innovation.
Al is merely seen as a stakeholder on its own. Respectfully, recognizing Al
as a stakeholder highlights its active role in shaping, influencing, and
contributing to the overall health and success of innovation ecosystems. It
involves collaboration between Al developers, policymakers, businesses,
and other stakeholders to create a balanced and sustainable innovation
environment. Opportunities arise for further research on the role of artificial
intelligence for the facilitation and development of innovation ecosystems
and in relation to the decision-making processes. Areas for further
exploration include the development of standardized ethical guidelines for
Al in innovation, strategies to enhance human-Al collaboration, and the
continuous monitoring of Al's impact on the socio-economic aspects of
innovation ecosystems. Research on the implications of Al as a stakeholder
within the processes of development and facilitating innovation ecosystems
should be further investigated and reinforced.
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The New Dimensions of Sustainable Marketing in the Digital
Era
Nadezhda Dimova !

Abstract: The modern aspects of the marketing concept are not limited to
satisfying consumer needs and wants. In the digital age, consumers
themselves, as part of the global society, are directing their attention and
becoming increasingly concerned about global economic, social and
environmental issues. They are looking for ways to influence the resolution
of a number of problems such as population growth, global warming,
resource scarcity issues, increasing diseases that are caused by water and
air pollution, limiting the carbon footprint.

In reality, consumers seek to preserve their own health and that of future
generations, and this largely depends on whether companies will preserve
the environment and take responsibility for their actions. It is this
interrelationship between consumers and companies that requires the
observance of all principles of sustainable development in both directions. It
is necessary for companies to integrate the achievement of their
sustainable behavior in the three aspects - social, ecological and economic.
It is sustainable marketing that will help companies show their responsible
approach and make it visible in their business strategies, practices and
behavior, through the prism of the digital age.

Key words: sustainable marketing, consumer behavior,
digitalization,dimensions, innovation
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Introduction

The marketing concept shows satisfaction of customer needs and
requirements. In today's global society, customers are increasingly
concerned about global economic, social and environmental issues: people
are aware of population growth, the widening gap between rich and poor
societies, global warming, resource scarcity issues, increasing health
problems, air and water pollution and chemically processed foods. What
customers want today is a better quality of life for current and future
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generations. The quality of life of future generations depends on how
today's companies protect the environment and take responsibility for their
actions. Customers want to support companies that demonstrate strong
ethics and stewardship of people and the planet. Organizations are forced
to adhere to the principles of sustainable development and act in a
sustainable manner in order to remain successful. This success is not only
driven by economic aspects, but also by social and environmental aspects.
This responsible approach should be evident in business strategies,
practices and behaviour.

Digitalization has provided new opportunities and challenges to
address sustainability issues. Moreover, the politicians are engaged in a
continuous search for an optimal strategy for dealing with economic, social
and environmental crises, including stagnation and rising inequality after
the 2007-08 crash and rapidly accelerating climate change and
environmental instability. In this context,the growth of the digital economy,
innovation and technology have emerged as a means to address these
crises [8]. Therefore, bridging disciplinary perspectives or even empirical
fields will become crucial as digitization and sustainable development
become increasingly intertwined.

The purpose of the article is to present the new dimensions of
sustainable marketing in the digital age.

Literature review

In the scientific literature, as well as in practice, the traditional
marketing concept focuses on meeting the current needs of both target
customers and short-term sales and company growth. These two goals can
be achieved by engaging customers and providing them with what they
want at a given time. Sometimes, however, marketing does not serve the
best future interests of either customers or businesses because it creates
too much materialism and too little social good. Marketing has been
criticized for being a driver of unsustainable results. Unsustainable
overconsumption and overselling of private goods leads to social costs that
can include air pollution, resource scarcity, environmental degradation,
population growth, world hunger and poverty. Marketing, through its
consumption-oriented practices, may have encouraged unsustainable
production and consumption practices. Today's challenge is to stop or
reverse this unsustainable production and consumption. Under such
conditions, the traditional marketing concept proved to be an inappropriate
philosophy (Crompton, Alexander, Shrubsole, 2011). Some companies still
use questionable marketing practices that may cause future harm to the
environment or society. These practices are not consistent with sustainable
marketing and will not lead to customer value and satisfaction and will not
create sustainable customer relationships. Marketing has been accused of
harming consumers through high prices, deceptive practices, high-pressure
sales, unsafe products, poor service for disadvantaged consumers, and
planned obsolescence (Kotler, Armstrong, 2017).
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Building business models for combining socially responsible
business behavior with policies to expand markets and form ecological
consumption is extremely difficult, but it is increasingly becoming
mandatory, in the search for sustainable development and the
implementation of sustainable marketing strategies linked to care for
environment and society. (llieva, D. 2023)

The high prices are mainly due to the high costs of distribution,
advertising, sales promotion, excessive markups and packaging, which add
mainly psychological rather than functional value. On the other hand, some
consumers are willing to pay more for high-quality products that provide
them with this psychological value. Other questionable marketing practices
include deceptive practices that trick consumers into thinking they will get
more value than they actually do. These deceptive practices can be used in
promotion, packaging and pricing. Some practices may include
misrepresenting product features, using misleading labels or terms, or
falsely discounting the price. By using such practices, companies will lose
users who did not get what they expected. Through the use of high-
pressure selling practices, consumers are forced to buy products they did
not really want to have. Critics also complain that marketing pushes
products that are of low quality, don't perform well, or are sometimes even
harmful and dangerous. Sometimes companies refuse to open or expand
more stores to underserved communities because they do not want to
focus on low-income areas (Kotler, Armstrong, 2017). Another criticism
involves some companies' practice of planned product obsolescence. It is a
business strategy where obsolescence is planned and built into the product
from its early conception. The effect of this strategy is that such products
have a limited life, they become unserviceable or unprofitable to repair, and
the consumer feels the need to purchase new products and services that
the manufacturer offers as replacements for the old ones (Hindle, 2008;
Slade). , 2006). The services also use methods supporting the strategy of
planned obsolescence: lack of possibility to repair the product outside of
authorized workshops due to the need to use specialized tools; expensive
spare parts consisting of large modules; frequent changes of product
components (Hamrol, Najlepszy, 2013).

Today, due to the fact that green markets are expanding, more
companies are communicating the environmental friendliness of their
products and practices. More companies have sections of the website that
are dedicated to disclosing environmental and social policies and results.
Green advertising has tripled since 2006 (Delmas, Burbano, 2011). Some
studies show that there is a difference between consumer purchasing
behavior and consumer concern for the environment. Even if consumers
express a positive attitude towards the environment, they may have a
problem converting this attitude into positive behavior (Mataraci & Kurtulus,
2020).

Along with the growing number of green products and claims, the
phenomenon of greenwashing is also becoming a significant problem.
Greenwashing is characterized as (Lyon, Maxwell, 2011) "selectively
disclosing positive information about a company's environmental or social
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performance, without fully disclosing negative information about these
aspects, so as to create an overly positive corporate image." This image is
misleading and misleads customers because claims about a company's
environmental performance or the environmental benefits of a product or
service are simply false. A company that uses a greenwashing strategy
engages in two behaviors simultaneously: poor environmental performance
and positive communication about its environmental performance (Delmas,
Burbano, 2011). Consumers are deliberately misled by being sent false or
incomplete marketing messages containing information about the
company's concern for the environment when, apart from the green label,
the products have little to do with ecology. Companies using greenwashing
strategies tend to spend more on promoting supposedly green products
and actions than on changing the production process and following
sustainability rules. Greenwashing is definitely unethical as organizations
take advantage of consumers' environmental sensitivities.

Methodology

The transformative implementation and management of digitization
requires more than public authorities offering smart incentives or even a full
mix of regulatory, financial or information-based tools. It requires the so-
called Digital Green Deal.

Above all, the Digital Green Deal must be tied to a broad vision of
the role that digital technologies play in the prospects for people around the
world to realize a dignified life within the safe functioning of humanity
(Digitalization for Sustainability (D4S), 2022). This vision needs to
recognize environmental challenges as cross-cutting issues and include
issues of equity and justice. They must also be flexible in their local and
cultural interpretations, allowing for cultural diversity as well as variation at
different geographic scales.

For example, equality of access to digital green solutions should be
considered, especially  when  considering global  technology
implementations in low-income countries. At the same time, the vision must
integrate and take into account internationally agreed policy objectives,
such as sustainable development, development goals, the United Nations
Framework Convention on Climate Change and other framework
conventions. The development of such a vision must engage citizens and
civil society, but also the private sector — in all its diversity (company size
and business models) — to be a key partner in

Based on this vision, the Digital Green Deal will aim to ensure
coherence between sustainability policy and digital policy initiatives.

This requires the identification and integration of three goals (Fig.
Ne1).
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2.Address
opportunities & risks of digital

solutions in sustainability policies

3.Include

Sustainability goals in digital policies

Source: Dencik, L., Diez, T., Ferreboeuf, H., Jankowski, P., Hankey,
S., Hilbeck, A., Hilty, L.M., Hojer, M., Kleine, D., Lange, S ., Pohl, J.,
Reisch, L., Ryghaug, M., Schwanen, T., Staab, P., 2023

Figure 1. Three aims to ensure policy coherence between
sustainability and digital policies.

The first relates to the fact that policies need to reduce the
environmental footprint resulting from the life-cycle impact of digital
technologies. For example, design directives can lead to the establishment
of environmental standards for the production of hardware, requiring
production to increase the proportion of recycled materials and reuse.

In addition, hardware companies may be incentivized to change
their business models from selling to renting (device as a service).

To reduce impacts during the use phase, policies must be clear and
ambitious.

Second, sustainability policies should encourage the development
and implementation of digital solutions that aim to drive real transformations
in delivery and distribution systems, while minimizing the use of digital
innovations that are ecologically counterproductive. Digital opportunities
and risks need to be addressed in a cross-sectoral manner, for example in
circular economy legislation, value chain management and corporate
accountability requirements. Opportunities and risks should also be
addressed across sectoral policies, thus promoting sustainability
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transformations in energy, mobility, agriculture, construction/housing,
industry and consumption of goods and services, while not postponing
social issues.

In general, management should ensure that the digitized solution
provides added value compared to the non-digital solution.

Additionally, digital disruption risks caused by either unpredictable
environmental events or malicious actors (eg cyber security attacks) must
be assessed and countermeasures configured.

Third, digital policies should include elements that serve
sustainability goals. For example, most platform markets lack
“manufacturing”.

It is especially important to have policies in place regarding data
governance, artificial intelligence, e-commerce, digital finance,
cryptocurrencies and more. These should include legislation that promotes
sustainability goals.

Decision-makers targeting ambitious policy initiatives regarding the
second and third goals of such a digital green deal need to be aware of this
governance and the growing role of technology and the fact that
sustainability transformation does not always lead to changes in production
and consumption (Dencik, L., Diez, T., Ferreboeuf, H., Jankowski, P.,
Hankey, S., Hilbeck, A., Hilty, L.M., Hojer, M., Kleine, D., Lange, S. ., Pohl,
J., Reisch, L., Ryghaug, M., Schwanen, T., Staab, P., 2023)

In a narrower sense, the role of a properly built sustainable
marketing strategy in the conditions of the ever-increasing role of
digitalization is of particular importance. The statistics speak for this:
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Figure 2. Carbon footprint of Amazon from 2018 to 2021, by type of
emissions (in million metric tons CO,e) Amazon's corporate carbon
footprint 2018-2021, by type of emissions
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The online marketplace Amazon assessed its worldwide carbon
footprint by releasing data on the the amounts of emissions generated by
its operational activities between 2018 and 2021. The total footprint of the
marketplace increased over the period considered, reaching 71.54 million
metric tons of carbon dioxide equivalent in 2021.

70% 62% 599, 559

2 57% 56% 0/

= 60% 6% 4% 6% 46% ,
2 50% 0% 44%
s 40%

%" 30%

= 20%

© 10%

2 0%

= 0°

,\&\ CDQ ?9% Q\b} \"- ;,\\b e}%\
& 9

Source: DIGITAL & TRENDS Sustainability in e-commerce,
https://www-statista-com. study/102849/sustainability-in-e-commerce

Figure 3. Share of consumers thinking e-commerce is a problem for
the environment in 2022, by country Consumers concerned about online
shopping sustainability 2022, by country

A survey from 2022 indicated that European consumers were more
concerned about the environmental footprint of e-commerce than U.S.
shoppers. Over six in ten German respondents believed online shopping to
be a problem for the environment and 59 percent of Spanish consumers
had the same opinion, followed by Austrian and French shoppers at 58 and
57 percent, respectively.
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Figure 4. Share of online shoppers buying eco-friendly and
sustainable products worldwide in 2021, by country Online shoppers buying
eco-friendly products 2021, by country

In 2021, online shoppers in Vietnam showed the highest
environmental awareness compared to 25 other countries worldwide.
According to a global survey, 72 percent of online shoppers living in this
Southeast Asian country reported very often or always buying eco-friendly
products. India ranked second, with 69 percent of online shoppers
registering this purchasing habit, while the Philippines and China followed
with 60 percent each.

Results and discussion

Achieving sustainable marketing behavior requires a change in core
marketing management by those who implement, approve, support and
target marketing activities (Crompton, Alexander, Shrubsole, 2011). The
idea of sustainability needs to move into the marketing mainstream. The
concept of sustainable marketing has emerged both as a trend in academic
research and as an important business issue that can be a source of
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competitive advantage and is becoming a necessity. Sustainable marketing
lasts forever because it provides solutions to people's needs that are
environmentally oriented, viable in terms of technical feasibility and
economic competitiveness, and relationship-based (Peattie, Belz, 2010).
Even the stability of our global market system depends on responsible
behavior, sustainable business models and proactive management of the
impact of business on society (Smith, Lenssen, 2009).

Conclusion

In conclusion, digitalization has a significant impact on the
interaction between government, business and consumers because it
encourages them to reorganize their entire behavior through its prism.
Indeed, over the last decade, the world has witnessed a rapid growth in the
spread and use of digital technologies, which are becoming an internal
dimension of companies' efforts to contribute to a more inclusive,
competitive and above all sustainable economy and society. These goals
can be achieved with a targeted marketing strategy.

There is also a challenge regarding the extent to which the impact
of digitalisation will affect overall sustainable competitiveness at the
national level. It is an indisputable fact that digitization has brought great
results to individual companies worldwide. This trend will develop and in the
future digitalization will acquire essential dimensions and importance for the
overall sustainable development and in particular the creation and
implementation of sustainable marketing strategies.
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Abstract: Social media marketing has changed how people communicate
on a global scale and has had a variety of effects on how well organizations
succeed. Social media recruitment techniques are one of the biggest
effects of social media marketing on HR practices of different firms.
Through a review of prior research, this study aims to identify the numerous
contexts in which social media marketing can be employed as a component

of HR practices in businesses, as well as the strategic implications and
difficulties the company may have when putting these tactics into effect. It's
also advised to make further recommendations regarding potential social
media marketing and HRM developments.
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Introduction

The evolving global corporate environment of the modern era has
brought about significant changes in working culture characteristics and
communication. Online and offline channels for organizational
communication have been developed to meet the demands of the global
business environment. . Social media marketing has become a new
dimension of organizational working that has shown its presence and
impact on organizational performance. Social media marketing refers to
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use of various social media networking sites and tools for the purpose of
marketing and selling goods and services online. The use of social media is
increasing in all the aspects of organization including Human Resource
Management. Social media networking sites and tools for social media
marketing are two significant developments. Social media marketing tools
and networking sites have become a major tool for organizational
communication and employer branding. Various social media tools and
networking sites are being used in different HR practices such as
Recruitment, Selection, engagement etc. This study focuses on analyzing
the various directions in which social media marketing tools and HRM
practices can be aligned together to meet organizational objectives. Further
the various strategies and challenges that are faced in meeting the above
objectives are the point of focus in this study.

Social Media Marketing and its use in HRM and Organization

In the ever-evolving landscape of business, Social Media Marketing
(SMM) has transcended its traditional role of brand promotion to become a
strategic cornerstone in Human Resource Management (HRM). This
multifaceted integration of social media platforms into HRM practices has
revolutionized the way organizations attract, engage, and manage talent.
The use of SMM in HRM is not merely a trend but a dynamic strategy
reshaping recruitment, employer branding, employee engagement, and
overall talent management.

SMM Tools and Strategies: Before delving into its applications in
HRM, it's essential to understand the tools and strategies that characterize
SMM. Platforms such as Buffer, Hootsuite, and Sprout Social empower
organizations to schedule, manage, and analyze their social media
presence efficiently. Graphics design tools like Canva and analytics tools
like Google Analytics and Brandwatch contribute to creating visually
appealing content and monitoring brand sentiment. The dynamic landscape
of social media advertising is navigated through tools like AdEspresso,
optimizing campaigns and enhancing performance.

Use of Social Media Marketing in HRM:
Following uses of Social Media marketing in HRM practices have
been identified:

1. Recruitment and Talent Acquisition: SMM serves as a dynamic
channel for sharing job opportunities, with platforms like LinkedIn
Recruiter enabling proactive candidate engagement.

2. Employer Branding: Organizations utilize social media to
showcase their culture, values, and workplace environment,
contributing to a positive employer brand.

3. Employee Engagement: Internal communication is facilitated
through social media, fostering collaboration and recognition of
employee achievements.

4. Professional Development: HR leverages social media to
communicate learning opportunities, share industry insights, and
position the organization as a thought leader.

167



5. Recruitment Events: Live streaming events and virtual tours
through social media provide an interactive and transparent glimpse
into the organization.

6. Candidate Engagement: Interactive content and chatbots enhance
candidate engagement, providing a more immersive and user-
friendly experience.

7. Diversity and Inclusion Initiatives: Social media becomes a
powerful tool to highlight an organization's commitment to diversity
and inclusion, attracting a diverse talent pool.

8. Employee Advocacy: Encouraging employees to share company
achievements and job openings on personal profiles amplifies
recruitment efforts.

9. Employment Brand Monitoring: Social media is monitored for
feedback about the company's employer brand, allowing for
continuous improvement.

10. Onboarding and Offboarding: Social media is used to welcome
new hires and bid farewell to departing employees, creating a
positive and transparent transition experience.

In this interconnected era, the strategic use of social media in HRM
has become a catalyst for organizational success, reshaping the employee
lifecycle and fostering a dynamic and engaging workplace culture. This
integration represents not only a technological shift but a paradigm change
in how organizations perceive and harness the power of human capital
through the lens of social media marketing.

Review of Literature

The fusion of Social Media Marketing (SMM) and Human Resource
Management (HRM) presents a complex yet transformative landscape for
contemporary organizations. Kellett and Hede (2016) set the stage by
highlighting the innovation-driven challenges faced by event organizations
within the broader tourism sector. Their findings underscore the sporadic
adoption of social media, primarily as an ad-hoc solution, with only a
minority strategically integrating it into the core fabric of their operations.
This sporadic integration, however, hints at the potential to reshape the
traditionally cyclical nature of event communications. The advent of social
media facilitates year-round engagement, potentially reshaping the demand
for event professionals and challenging the industry's conventional
seasonal nature.

Azizi et al.'s (2021) exploration delves into the pivotal role of talent
management in this digital era. Amidst the evolving landscape, strategies
shift from traditional talent acquisition to a holistic approach encompassing
virtual communication, flexible work arrangements, and a focus on
employees' physical and mental well-being. The shift toward remote work,
necessitated by global events, has prompted organizations to reassess
their strategies, emphasizing flexibility and recognizing the multifaceted
nature of employee satisfaction and motivation. As organizations grapple
with the advantages and challenges of remote work, a reevaluation of HRM
practices becomes imperative.
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Farzana Parveen Noor Ismawati Jaafar Sulaiman Ainin (2016)
contributes to this narrative by emphasizing the transformative impact of
social media on organizational performance. The study underscores the
positive outcomes of social media usage, ranging from cost reduction to
enhanced customer relations. Social media not only provides a platform for
cost-effective marketing but also facilitates improved customer service and
accessibility to crucial information about customers and competitors.

Kluemper et al.'s (2016) focus on the recruitment process brings
attention to the evolving role of social media in personnel selection. The
research identifies social networking platforms as essential tools for
employee selection, enabling employers to gauge a candidate's cultural fit
and influencing recruitment decisions. The study points out the benefits and
risks associated with using social media in personnel selection, highlighting
the need for a nuanced approach that considers both performance
improvement and potential privacy concerns.

Holland and Jeske (2017) contribute a conceptual exploration,
shedding light on the changing dynamics of social media in recruitment and
selection. They emphasize the imperative for ethical, legal, and moral
frameworks to guide HR specialists through the challenges arising from the
intersection of social media and HRM. The chapter underscores the need
for increased education and awareness, providing a foundation for future
research endeavors to address the ethical considerations and information
management challenges inherent in this evolving landscape.

In synthesis, this review showcases the diverse insights provided by
scholars in exploring the intricate relationship between social media, HRM,
and organizational performance. From the transformative potential of social
media in event communications to the nuanced strategies in talent
management, each study contributes a layer to the evolving narrative of
organizational adaptation in the digital age. As organizations navigate this
intersection, the challenge lies not only in harnessing the benefits but also
in addressing the ethical, legal, and strategic considerations that
accompany the integration of social media into HRM practices.

Rationale of the Study

This research is motivated by the requirement to systematically look
at the complex relationships between social media marketing and human
resource management. Research on the distinct effects of Social media
marketing and human resource management on the organization, with their
evolving dimensions, has increased, but there is a gap regarding the
interactive effect of these variables, that guided this investigation. By
elucidating the complex interactions between tactics, obstacles, and—
above all—the measurable influence on the overall performance of the
organisation, this study aims to close this gap.

Objectives of the Study
The main objectives of this study are:

e To conduct a thorough analysis of the various social media
marketing tactics that are used by the businesses.
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e To identify the ways in which HRM strategies can be aligned with
and enhanced by the integration of social media marketing
strategies.

e To evaluate the difficulties businesses face in integrating HRM with
social media marketing, as well as the effects this has on business
performance.

Significance of the Study

This study has various significant impacts for different users. There
are important ramifications of this research for academics, practitioners,
and policymakers. Understanding the complex correlation between social
media marketing and human resource management will enable enterprises
to enhance their methodologies, cultivating a more adaptable and agile
strategy towards the modern corporate environment. Furthermore, the
study's conclusions can benefit academia by strengthening the theoretical
foundations of HRM and SMM.

Research Methodology

This study uses a systematic literature review design. Electronic
databases, academic journals, and reliable conference proceedings were
used to find pertinent content. "Social Media Marketing," "Human Resource
Management,"” "SMM strategies,” "HRM and organisational performance,"
and associated terms are some of the keywords and phrases that were
used. 50 research papers in all that have been published in Taylor and
Francis, Emerald Insights, Science Direct, EBSCO, peer-reviewed journals,
scopus indexed journals, web of sciences journals and credible books in
the past two decade (2003-2023) have been used for the purpose of this
study.

Discussions

The papers by Holland & Jeske (2017), Hosain (2021), L'Ecuyer &
Pelletier (2020), Holland et.al. (2016), and Azim (2016) -collectively
iluminate the transformative potential and intricate challenges associated
with integrating social media marketing into Human Resource Management
(HRM) practices. This discussion encapsulates the diverse insights offered
by these studies, addressing the evolving role of social media in
recruitment, the utilization of social media information in HRM practices,
patterns in social media use for recruitment in SMEs, the positive
relationships between social media use and job satisfaction, and the
potential of HR 2.0 in driving sustainable business success.

Evolving Role in Recruitment:

Holland & Jeske's (2017) conceptual exploration underscores the
evolving role of social media in recruitment and selection. While
acknowledging the benefits, they emphasize the need for robust ethical,
legal, and moral frameworks. This echoes the sentiment of adapting to new
boundaries and information management challenges. As organizations
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increasingly leverage social media for recruitment, ensuring ethical
practices and legal compliance becomes paramount.

Utilization of Social Media Information:

Hosain's (2021) study provides a comprehensive overview of the
current landscape, emphasizing the increasing use of social media
information in HRM practices. Notably, the focus is primarily on talent
search, recruitment, and selection. The dominance of Facebook and
LinkedIn in providing behavioral and job-related information, respectively,
highlights the need for organizations to strategically align their recruitment
efforts with the platforms that offer the most relevant insights.

Patterns in Social Media Use for Recruitment in SMEs:

L'Ecuyer & Pelletier's (2020) examination of social media use in
Small and Medium-sized Enterprises (SMEs) sheds light on distinct
patterns. The findings reveal that social media is not the primary choice for
recruitment, lacks structure, mirrors personal use, and involves marketing
professionals in recruitment practices. Recognizing these patterns is crucial
for SMEs, as they grapple with social media capabilities, knowledge gaps,
and skill deficiencies in recruitment.

Smart Social Media Use for HRM:

Contrary to the often-discussed negative aspects of social media,
Holland et.al. (2016) take a constructive approach, examining the
relationships between social media use and job satisfaction. The study
reveals that while job satisfaction influences the desire to voice concerns
through social media, such expression is not common. This suggests
untapped potential for organizations to gain real-time insights into
workplace issues, emphasizing the smart and constructive use of social
media in HRM.

HR 2.0 and Sustainable Business Success:

Azim's (2016) exploration of HR 2.0 aligns Web 2.0 tools with HR
functions, envisioning a collaborative approach for sustainable business
success. The paper recognizes the challenges posed by the integration of
Web 2.0 tools, such as information management and potential conflicts.
However, it underscores that transforming organizational culture can
mitigate these risks. This conceptualization aligns with the idea that the
effective integration of social media marketing strategies into HRM
practices requires a cultural shift within organizations.

Challenges in Integration:

The challenges inherent in integrating social media marketing
strategies into HRM practices are multifaceted. From maintaining privacy
and compliance with regulations to managing reputational risks and
employee resistance, organizations face a complex landscape. The need
for a delicate balance between professionalism and authenticity, ensuring
inclusivity, and addressing cybersecurity concerns underscores the
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complexity of this integration. Moreover, measuring the return on
investment (ROI) and effectiveness, crisis management, employee training,
and resource allocation emerge as critical hurdles.

Conclusion

In the digital era, the symbiotic relationship between Social Media
Marketing (SMM) and Human Resource Management (HRM) stands as a
cornerstone for organizational success. This research paper has unraveled
the complexities, strategies, challenges, and impact of integrating social
media into HRM practices. The synthesis of existing literature underscores
the pivotal role that a harmonious convergence of these two domains plays
in shaping the future of work. Our exploration into the strategies employed
for integration revealed the multifaceted nature of leveraging social media
for talent acquisition, employee engagement, and employer branding.
Organizations are crafting innovative approaches to recruitment, tapping
into the interactive nature of social platforms to create a compelling
narrative that attracts top-tier talent. Moreover, employee engagement
strategies, including employee advocacy programs, showcase the power of
social media in fostering a sense of community and shared purpose.
However, the journey is not without challenges. The paper delved into the
intricacies of maintaining privacy, ensuring legal compliance, and
overcoming employee resistance. As organizations navigate these
challenges, there is a growing recognition of the need for a delicate balance
between transparency and safeguarding sensitive information. The impact
on organizational performance is evident across various dimensions. From
streamlined recruitment processes to heightened employee satisfaction and
retention, the integration of SMM and HRM emerges as a catalyst for
positive change. Social media's role in crisis management and building a
resilient employer brand demonstrates its far-reaching influence on
organizational reputation. As we conclude, it is evident that the integration
of social media marketing strategies with HRM practices is not a mere trend
but a transformative force shaping the future of organizational dynamics.
This synthesis invites organizations to adopt a strategic, adaptive, and
ethical approach to navigate the evolving landscape successfully. As we
gaze into the horizon of possibilities, it becomes clear that the synergy
between SMM and HRM is not just a contemporary necessity but a
foundational element for thriving in the digital age. The findings of this
research offer valuable insights for practitioners and scholars alike, paving
the way for continued exploration and innovation in this dynamic
intersection.

Scope for Future Research
The possible potential for future directions for research and practice
in this domain:
e Future research could explore how advanced data analytics and
artificial intelligence (Al) can enhance the integration of SMM and
HRM. This includes using Al for talent analytics, predictive hiring,
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and personalized employee experiences based on social media
data.

e Investigating the application of blockchain technology in HR
processes facilitated by social media. This could include secure and
transparent verification of credentials, streamlined recruitment
processes, and enhanced data privacy.

e Examining the role of social media in promoting employee well-
being and mental health. Future studies could explore how
organizations can leverage social platforms to provide mental health
resources, foster supportive communities, and address the
challenges of remote work.

o Future research might focus on how social media can be utilized to
advance diversity, equity, and inclusion initiatives within
organizations. This includes strategies for promoting a more
inclusive employer brand, reaching diverse talent pools, and
fostering inclusive communities.

o Exploring effective strategies for organizations to manage HR-
related crises on social media platforms. This includes developing
real-time response mechanisms, crisis communication plans, and
leveraging social media for reputation repair.

e Investigating the impact of social media on global talent acquisition
strategies. Future research could explore how organizations attract
and retain international talent, considering cultural nuances and the
use of social media in different global contexts.

e Examining how employee advocacy programs on social media can
be optimized in the context of remote work. This includes strategies
for maintaining a sense of connectedness, promoting organizational
culture, and encouraging virtual employee advocacy.

e Research exploring the benefits and challenges of increased
collaboration between HR and other departments, such as
marketing, IT, and data analytics, to maximize the impact of social
media strategies on HRM.

e Future studies may delve into the ethical implications of using social
media in HRM practices. This includes issues related to data
privacy, consent, and ensuring fair and unbiased decision-making in
recruitment and employee management.

e Investigating innovative ways to use social media for continuous
learning and development. This could involve the integration of
virtual reality, gamification, and social learning platforms to enhance
employee skills and knowledge.
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Sustainability as a marketing tool. What can Albanian
businesses learn?
Kristi Dashit

Abstract: In today’s modern times, where necessity to combat climate
changes and depletion of natural resources are two of the most discussed
global issues, sustainability is no longer an option. The conventional idea of
businesses causing social and environmental problems by pursuing their
profit-oriented activity is no longer viable. Businesses nowadays not only
have to change the way they see themselves, but also the way
stakeholders perceive them, moving from being the cause to being the
solution of the problem. The new thinking is that businesses can create
shared value through meeting social and environmental needs. The
concept of sustainable marketing is becoming one of the key business
strategies for companies. Realizing the importance of people's concern for
environmental issues and preference for consuming environmentally
friendly products and services, companies are trying to take advantage of
this when designing their strategies in order to gain competitive advantage.
Albanian companies are still in their early steps of implementing
sustainability strategies and they are mainly driven by institutional factors.
The paper aims to carry out a desk research of the literature and best
practices regarding the issue of sustainability as a marketing tool. The
discussion aims to bring insight of the main theoretical perspectives,
adopted to the context of Albanian companies.

Key words: sustainability, marketing, business, competitive advantage,
customers

JEL: M31, Q01, Q56

Introduction

The nexus between sustainability and marketing has emerged as an
important area of research. In a globalized economy, characterized by
higher environmental and social awareness, the intersection of corporate
practices with ecological and social considerations has become a main
point for strategic management. This study seeks to explore the dynamic
interplay between sustainability and marketing, specifically examining its
relevance as a strategic tool for businesses.
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The imperative for businesses to adopt sustainable practices has
evolved into a strategic obligation that shapes consumer and investors’
perceptions, and the overall organizational resilience. As the Albanian
business landscape is mapping its trajectory in a globalized marketplace,
the need to understand and integrate sustainability as a viable marketing
tool becomes increasingly critical. This paper tries to contribute to the
academic discourse by analyzing theoretical frameworks, and practical
insights to illustrate the strategic dimensions of sustainability in the
marketing field.

In this era of heightened environmental awareness, consumers are
demanding more than just quality products or services—they are seeking a
commitment to sustainable practices and a genuine dedication to positive
social impact. As a result, marketing strategies that emphasize
sustainability not only contribute to a company's bottom line but also try to
answer the needs of the growing segment of eco-conscious consumers.
From eco-friendly product packaging to transparent supply chain practices,
businesses are finding innovative ways to weave sustainability into their
narratives. This approach not only addresses the concerns of
environmentally conscious consumers but also requires a broader cultural
shift toward responsible and ethical consumption.

Promoting environmentally responsible business practices requires
the incorporation of sustainability across all aspects of the production
process; including packaging, distribution, and promotion. This involves
adopting manufacturing methods that minimize ecological impact, using
eco-friendly materials for packaging, optimizing distribution channels to
lower carbon footprints, and promoting products or services in ways that
adhere to sustainable principles. By seamlessly integrating sustainability
into every stage of the business cycle, organizations can actively contribute
to environmental conservation and address the increasing call for socially
and ecologically conscious approaches.

Literature review

The origin of the term sustainability is linked with sustainable
development, a term which gained momentum into the political agenda of
countries in the report called “Our Common Future”,1987. Sustainable
development was defined as “development that meets the needs of the
present without compromising the ability of future generations to meet their
own needs” (Report of the World Commission on Environment and
Development: Our Common Future, 1987). Since then, the terms have
been widely used and there has been an increase of work in the academic
context. This definition is conisdered vague and unclear, because it does
not offer instructions by which the term can be operationalized in the
business context and moreover it is difficult to decide today what is
considered to be best for future generations (Ben-Eli, 2018). Despite the
critcism, the definition remains today one of the most cited regarding
sustainable development and has served as a basis for other definitionis to
emerge.

There is no general agreed definition of the concept and there have
been continuous attempts to provide definitions of the term, because
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sustainability is a multidisciplinary concept, so one definition cannot be
appropriate in every context. The terms sustainable development or
sustainability have been used to mean different things in different contexts.
As a result, it is necessary to clearly define the discipline and the context of
the discussion of the term in order to better understand the essence and
implications related to the concept.

According to (Mensah & Casadevall, 2019), the fundamental
essence of sustainable development revolves around achieving fairness
within and between generations, grounded in three distinct interconnected
dimensions: the environment, economy, and society. The concept of three
sustainability pillars is encountered almost everywhere. This triple
relationship was first illustrated by (Barbier, 1987), through a diagram,
where sustainable development is placed at the intersection between the
biological system, the economic system and the social system. The Earth
limited capacity and finite resources are two of the main issues that stay at
the roots of sustainability. (Ben-Eli, 2018) perceives sustainability as a
dynamic equilibrium within the interaction between a growing population
and the carrying capacity of its environment. In this perspective,
sustainability is achieved when the population evolves to express its
complete potential without causing irreversible negative impacts on the
environment's carrying capacity.

The intersection of sustainability and marketing has emerged as an
important point in contemporary business literature, reflecting a paradigm
shift where economic, environmental, and societal considerations. As
consumers become increasingly conscious about the environmental and
social impact of their choices, businesses are compelled to reassess their
strategies, adopting sustainable practices that resonate with the values of
their stakeholders. The academic discourse surrounding sustainability in
marketing has evolved to address this dynamic landscape, exploring the
multifaceted dimensions of how businesses integrate sustainability into
their marketing initiatives.

During the 1970s and 1980s, scholars primarily investigated
sustainability issues through an environmental perspective, concentrating
on aspects like environmental considerations in the development of new
products. Drucker was one of the first scholars in marketing that discussed
about the sustainability concepts in marketing, even though by not using
the specific term. He supported the idea that firms must operate in a way
that creates positive value for the society and gives management the
responsibility to take actions that contribute to the stability, strength, and
harmony of the community (Drucker, 1995). (Elkington, 1997) argues that
sustainable marketing activities should include three elements: economic,
social, and environmental. Initially, sustainability was studied in the
marketing field from an environmental perspective, taking forms of
environmental activism behavior, green marketing or eco performance
(Lunde, 2018). Later there has been an increase in the studies which give
insights about sustainability in marketing from an overall perspective.
According to (Lunde, 2018), the Brundtland Commission definition does not
connect marketing with its function of the exchange of value and provides
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limited assistance in outlining the responsibilities of consumers,
businesses, and marketplaces in minimizing environmental harm. In order
to avoid these problems, (Lunde, 2018) proposes a new definition:
“Sustainable marketing is the strategic creation, communication, delivery
and exchange of offerings that produce value through consumptions
behaviors, business practices and the marketplace, while lowering harm to
the environment and ethically and equitably increasing quality of life and
well being of consumers and global stakeholders, presently and for future
generations”.

(Fuller, 1999) explains that sustainable marketing practises have to
meet three criteria: satisfying customer needs, achieving organizational
goals, and ensuring compatibility with ecosystems. (Belz & Peattie, 2009)
suggested that sustainability marketing requires a long-term focus on
relationship building, rather than the traditional short-term transactional
focus of modern marketing. They propose a model which integrates
traditional forms of marketing into sustianable marketing. According to
(Krunal, Pooja, & Vandana, 2018), environmental marketing, green
marketing, and societal marketing are variations of sustainable marketing.
These marketing strategies involve businesses progressing responsibly
without depleting the environment while meeting the needs of both current
and future generations.

Consumers stand at the center of any marketing activity. According
to (Fischer, et al.,, 2023), there is a growing consumer preference for
sustainable products and services. The significance of environmentally
friendly products and production methods is increasing in the fields of
customer relationship management, market expansion, and brand
development. Successful sustainable marketing involves anticipating the
future, addressing societal and environmental challenges, and creating new
business models that generate value for both society and shareholders.
Innovative marketing concepts play a key role in consistently innovating the
value creation process in alignment with the overall business strategy.
There is a shift in the 4Ps of traditional marketing into 4Cs of sustainable
marketing (Belz & Peattie, 2009) as follows:

4Ps of Traditional 4Cs of Sustainable
Marketing Marketing

Product Customer Solution
Price Customer Price

Place Convenience

Promotion Communication

Source: (Belz & Peattie, 2009)

In the process of promoting sustainability to customers, companies
are obligated to ensure the delivery of value at the organizational level.
According to (Mittelstaed, Shultz, & Peterson, 2014) it is imperative that
firms and their workforce recognize the inherent value in adopting
sustainable practices, encompassing aspects such as business operations,
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community engagement, environmentally friendly strategies, and the
marketing of sustainable products and services.

The benefits of pursuing sustainability marketing practises are
perceived to be brand differentiation, brand loyalty and increased customer
retention. Companies that implement sustainable marketing practises
perform better than their competitors. Their sustainability marketing
practises can be used as a sustainable competitive advantage to achieve
improved organizational performance in line with the resource-based view
theory of firms (Hart, 1995). In the marketing context firms can create
differentiation by sustainability practices in production process, packaging,
distribution and promotion (Martin & Schouten, 2014). Moreover, customers
feel appreciated when the company engages in responsible forms of
marketing. This helps in the creation of brand loyalty and the company is
able to retain a wider base of customers.

Methodology

The methodology of this paper is qualitative and involves an in-
depth exploration of existing literature on sustainable marketing, followed
with a contextual analysis of the current state of sustainability practices
within the Albanian business landscape. Primary data for the study has
been collected through interviews with managers or professionals who are
directly involved in marketing and have experience with sustainability
initiatives, selected based on their expertise in the field of sustainability.
The use of open questions provides a deeper understanding of the
complexities involved in implementing and promoting sustainability within
marketing strategies. The questions cover topics related to sustainability
integration into the business strategy, such as company approach to
sustainability, changes and impact on consumer behavior, challenges and
opportunities for the industry and future trends and reflections.

Recognizing the novelty of this field in Albania and the lack of
company published reports about sustainability matters in general or
regarding specific subfields within a business, the decision to conduct
interviews with managers in the exploration of sustainability as a marketing
tool was a strategic approach. Managers, as key decision-makers within
companies, play a critical role in shaping and implementing sustainability
strategies. Their perspectives would provide valuable depth and context to
the study, offering a view into the organizational dynamics, decision-making
processes, and the integration of sustainability within marketing strategies.

Moreover, the analysis of the responses and insights of
professionals in the relationship between sustainability in general and
sustainability in marketing, and the wide contextual information for the
country served as a basis for conducting a SWOT analysis. This analysis
helps to identify internal and external factors influencing the adoption of
sustainable marketing practices in Albania. The findings are then
synthesized to provide tailored recommendations for Albanian businesses,
considering potential societal and economic benefits of integrating
sustainability into their strategic planning and marketing activities.
Moreover, customers feel appreciated when the company engages in
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responsible forms of marketing. This helps in the creation of brand loyalty
and the company is able to retain a wider base of customers.

Results and discussion

After gathering and analyzing the responses from the interviews
performed, below are given some of the main points derived from the
interview answers. Results come in these dimensions:

1. Awareness

Albanian market is an evolving and growing market in the field of
sustainability developments. Businesses are still in their early stages of
growing awareness for sustainability benefits and implementation. Some of
the respondents acknowledged that sustainability should not be perceived
just as a moral obligation but also should be incorporated as an integral
part of the core business strategy, in order for it to be successful. There is a
considerate level of awareness in the only in individuals being engaged in
managerial positions.

2. Challenges and Barriers

Interviewees commonly cited challenges associated with resource
constraints, both in terms of finances and expertise, as significant barriers
to the effective implementation of sustainable marketing practices.

Another challenge identified is the lack of standardized metrics and
guidelines for measuring the impact of sustainability initiatives posed a
challenge for companies striving to communicate their efforts transparently.

3. Consumer Education and Perception

Companies emphasized the need for increased consumer
education on sustainability to bridge the gap between their efforts and
customer understanding.

4. Innovative Marketing Strategies

Companies shared innovative approaches to sustainable marketing,
such as involving digital platforms, storytelling, and partnerships to
communicate their commitment to sustainability.

Some interviewees explored collaborations with other similar
organizations to amplify the impact of their sustainability messages.

5. Employee Engagement

The role of employees emerged as crucial in driving sustainable
marketing initiatives. Companies recognized the need to foster a culture of
sustainability internally to effectively communicate their values externally.

Training programs and internal communication strategies were
identified as key tools for aligning employees with the company's
sustainability goals

6. Most commonly used sustainability marketing practices

Green Product Labelling: Using eco-labeling and certifications to
highlight the environmental benefits of their products and help consumers
make informed choices based on the sustainability attributes of the items.

Eco Friendly packaging: The use of sustainable packaging
solutions, including reduced packaging, use of recycled materials, and
biodegradable options, in order to minimize the environmental impact of
product packaging.

7. Innovative Marketing Campaigns
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The use of innovative marketing campaigns centered around
sustainability, storytelling, and the social and environmental impact are
used to communicate what the company has done in relation to
sustainability and which are the brand's values.

SWOT analysis
A SWOT analysis categorizes crucial information into two primary
domains, as outlined by (Brilhante & Skinner, 2015):

e Internal factors, representing strengths and weaknesses,
encompass all aspects of the 4 P's: product, price,
placement/distribution, and promaotion.

o External factors, capturing opportunities and threats, which stem
from various external elements such as demographic, economic,
technological, political, legal, social, and cultural factors.

Table 1: SWOT Analysis for sustainability marketing development

S - Strengths W - Weaknesses

Growing Consumer Awareness Limited Customers Education

Rich natural resources and biodiversity | Resistance to change

Strong customers connections Insufficient infrastructure
Weak innovation and  research
capabilities
Difficulties in measuring their

sustainability impact and communicating
it to customers

Inconsistent or  missing  industry
standards for sustainability

Limited availability of marketing
professionals with expertise in
sustainability

Hesitation to integrate sustainability in
marketing practices due to concerns
about the potential resource and time

investments.
O - Opportunities T - Threats
Access to global markets Competition
Partnerships and collaborations Consumer Skepticism
The emergences of sustainable
innovations

Opportunities to attract funding related
to their sustainability goals.

Source: Author illustration

Conclusions
In conclusion, the study conducted a desk research of existing
literature in relation with the identification of theoretical frameworks of the
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application of sustainability in the marketing domain. The main findings
from the literature were used in order to make an assessment and
comparison of the main theoretical findings with the actual situation of
businesses operating in Albania. Interviews with companies to gain
firsthand insights into their practices and perspectives were used. The
findings underscore the significance of sustainable marketing strategies as
integral components of business operations. Through the results of these
interviews, it becomes evident that Albanian companies are merely
embracing sustainability as a marketing tools due to institutional factors,
rather than recognizing it as a fundamental and strategic imperative. In this
context, there is a lot of work to be towards the incorporation of
environmentally and socially responsible marketing practices in business
leader’s mindset. These practices should be seen not only as a response to
consumer or legal demands but also as a driver for innovation, competitive
advantage, and long-term improved financial performance. The interviews
unveiled diverse approaches and challenges. The shared experiences
provide a foundation for refining existing frameworks and shaping future
discourse on the evolving role of sustainability in the marketing domain.
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Digital Marketing in the Bulgarian Tour Operator Market
Nikola Gaydarov!
Boris Karageorgiev?

Abstract: Marketing is one of the most crucial tools in any business,
organization, and institution, and it takes on an increasingly central role in
managing a specific company. It helps the company gain greater visibility,
recognition, and trust from customers and partners. The role of marketing,
especially digital marketing, was further strengthened during the Covid-19
crisis. Thanks to their digital presence, businesses and organizations
demonstrated that they were still operating and, in this way, stayed
connected with their customers and gained more trust. At the time of the
pandemic, one of the most affected sectors was the entire tourism industry.
All travel companies suspended their physical operations, but the pandemic
situation and the right marketing decisions, mainly involving the use of new
technologies, a strong presence on social media, and the development of
value propositions tailored to their customers' needs, were at the core of
the recovery of the tourism industry after this unprecedented crisis. This is
why, to effectively implement marketing, a good theoretical understanding
is necessary, along with building a theoretical framework for tour operator
agencies, understanding their specifics and characteristics.

Key words: Digital Marketing, Tour Operator, Market, Technologies,
Business

JEL: All; A13; M2; M3; L83

Introduction

In this report, we will develop a business model and value
proposition canvas for the travel agency Mistral Travel. Secondly, we will
construct a marketing plan proposal for positioning Mistral Travel in the
digital environment. Thirdly, we will explore best practices from the
marketing of travel and tour operator agencies and derive specific
marketing proposals for Mistral Travel.
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Furthermore, to test whether these assumptions work, we can test
them through the behavior of other companies in the industry worldwide,
through our competitors, or through testing them on a small scale, while
digital channels indicate the actual strengths and weaknesses of the
company. To simplify, defining the business model can be achieved by
perceiving it as a value-added model for a business, with the focus on the
customer and what exactly adds value. The business model includes
various elements, and for a clearer and more comprehensive delineation
of key points for Mistral Travel, a business canvas will be used, creating an
overall picture of assumptions that would bring profit.

It is characteristic that its completion always starts from the user
segment, defining a specific target. The key questions asked to distinguish
the specific target audience are who we create value for and who are our
most important customers. Then comes the determination of the value
proposition, which should provide some benefit or alleviate specific pain.
The subsequent stage in the business canvas is the way customer
relationships will develop and through which channels. Once we know
what value we give to whom, it's time to determine the revenue sources,
as well as the key activities and resources, partners, and last but not least,
the cost structure. Each element influences the others, with consumer
segments and the value proposition leading.

The development of the shared consumption also determines the
restructuring of the tourist market and imposes changes in the demand for
tourist products. Result of the opportunities it provides is the emergence of
unpredictability of the consumer’s behavior - tourists are looking for a new
type of product to be matched to their individual needs. Opportunities to
improve the relationship between the end-user and others, involved in
creating the travel package, as well as offering new and diverse tourist
products, are presented as a way to respond to current demand changes.
New trends in touristic behavior and expectations, related to the digital
economy lead to digital marketing and promotion, but also are an
environment for capacity building and product development (laneva,
Georgieva, 2018).

Developing a business model and value proposition for Mistral
Travel

Authors will construct a proposal for a business model, value
proposition, and positioning that would likely lead to even more successful
results. The business model is the way a specific business plans to make
money (Course Marketing Basic, 2022), incorporating assumptions about
what a company receives revenues for, what it will and will not do,
assumptions about markets, customers, and competitors, their values and
behavior, as well as technologies, while outlining strengths and
weaknesses (Drucker, 2011). It should be noted that these are simply
assumptions that could be successful, not real data. To test whether they
are successful, it is necessary to test, implement, and develop the business
model. Thanks to digital marketing, this can happen more easily,
simultaneously facilitating decision-making processes and result tracking.
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The business channel is one of the elements of marketing that can
greatly contribute to the even more successful positioning of Mistral Travel,
as it provides a comprehensive picture, and through the step-by-step
testing using digital marketing resources, it will be seen whether the risks
and challenges are avoided and whether the target consumer segment is
correctly identified. Clearly and visibly, competitive advantage is outlined,
and whether there will be greater efficiency. As already evident, the
foundation of the working business model is the value proposition, which
can be tailored for different customer segments. The value proposition can
be defined as the reasons and ways given to users to benefit from our
products and services, which must be real (Course Marketing Basic, 2022).

In support of building a value proposition, questions arise - how
important it is, why it is used, how it is used, and when. A strong value
proposition must correspond to the idea that the customer wants it, needs
it; differentiate it by emphasizing that there are no better alternatives and
winning trust in its qualities, proving that it is proven good. In order to work,
all stages - reasoning, differentiation, and proving, must be present. It is
necessary to answer the question of whether the user or the proposal will
be at the core of the marketing strategy, which will be used, as the
approach itself will be different.

The main risks and challenges in attempting to build a value
proposition are that it may not be targeted enough, undifferentiated based
on availability, and may be biased. To avoid these risks, marketing
practitioners use a value proposition channel, which the author of the thesis
will use to build a strong value proposition for Mistral Travel.

One of the important and key things in this channel is user tasks
and their specific target users and key activities. The description of Mistral
Travel's target users: Bulgarian citizens or permanent residents in the
country aged 18 to 55. Men and women, families, couples, and people from
major cities such as Sofia, Plovdiv, Varna, with above-average incomes for
the country, who love travel, cultural heritage, adventures, sports, and
activity. In addition, another key target group is corporate clients, with a
desire to create a stronger community, combined with vacation and an
affinity for more luxurious travel.

Key activities characterizing Mistral Travel's users are expressed in
the love of travel and the search for new destinations, a desire to
experience new emotions and communicate with people with similar
interests (applies to corporate clients as well), having a relationship with
cultural heritage and adventures.

After having established the business model and value proposition
channel, the marketing positioning of Mistral Travel can be further refined.
Although, as clarified by the analysis of the current marketing, the tour
operator is already well-positioned, the author now proceeds to develop a
marketing plan for Mistral Travel.

Developing a marketing plan for positioning in the digital
environment of Mistral Travel
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The marketing plan is a document that companies create when
planning a specific task, project, or business. It outlines how they intend to
achieve their marketing goals, thereby facilitating and managing their
marketing efforts. It is an integral part of an organization's overall planning
process, assisting in the management and proper allocation of resources
and efforts within the company, making it easier to achieve set goals. The
marketing plan consists of three main phases - analytical, conceptual, and
detailed. In the first phase, data about the enterprise itself, competition,
market potential, and target market segments are studied, while in the
conceptual phase, target groups to be reached are selected, marketing
goals are set, which must be clearly measurable, and a time and
technological plan /marketing mix/ is determined. The marketing plan
includes information about the offered products/services and their prices,
information and analysis of competitors, the marketing budget, expected
results, the target audience, and various channels for promotion and
content (Bogdanov, 2020), while simultaneously answering questions such
as: Where should the consumer reach, how to move them there, what is
the time distribution, and what is the budget investment. Creating a specific
marketing plan makes it easier to determine priorities and the plan for work
and organization, while also making gaps in audiences and stages visible.
Since digital marketing is of increasing importance and we have already
analyzed the current state of Mistral Travel's marketing, these steps will be
skipped here, and specific suggestions for regular marketing planning will
be provided, such as an annual plan, quarterly plan, and monthly plan. The
annual plan allows for identifying periods without active communication in
the overall picture, while the quarterly plan most clearly distributes the work
among the respective teams, and the monthly plan provides an opportunity
to build details for active campaigns and regular content.

Considering that the Mistral Travel team is small and somewhat
cross-functional, the Lean planning approach /“circular planning”/ will be
used, where everything depends on previous results, operational planning
occurs week by week, changes happen more easily, and it is suitable for
regular and repeatable marketing activities. The annual plan (Table 1) the
author proposes will be divided into four quarterly periods