YJK 330.341.1
DOL: https://doi.org/10.36887/2415-8453-2022-2-27

Maksym KOLESNYK

PhD in Economics, Associate Professor, Associate Professor of the Department of Management
of Foreign Economic Activity of Enterprises, National Aviation University
ORCID ID: 0000-0003-0814-4220

ISSUES OF CURRENT MODIFICATION OF BUSINESS MODELS UNDER THE INFLUENCE OF
SOCIALLY ORIENTED MANAGEMENT

Kolesnyk M. Issues of current modification of business models under the influence of socially
oriented management. Ukrainian Journal of Applied Economics and Technology. 2022. Volume 7.
Ne 2, pp. 225-233.

Abstract

The article deals with the essence, types and features of modification of business models of enterprises under the
influence of socially oriented management. The main universal theoretical provisions on business modeling are
considered, applied aspects are studied on the business models of aviation enterprises, both airlines and airports. The
purpose of the article is to research the impact of socially oriented management theories on business models of
enterprises as incremental innovations. The impact of socially oriented management on the business models of
enterprises is studied by analyzing the application of corporate social responsibility of enterprises. The study of
enterprises’ activities was conducted by analyzing the business models of enterprises, as they reflect the method of
doing business in interaction with the external environment, including stakeholder communication. The theoretical
and methodological basis of the research are fundamental ideas of the theories of economic competition, strategic
management of enterprises, cooperation and business modeling, as well as individual author's positions from the
scientific papers of domestic and foreign scientists, in particular on business models of air enterprises. The following
methods were used during the research: systems approach and the method of induction to form a new classification
of business models by the level of implementation of socially oriented management, and complex approach to find
sustainable correlates and differences in business models of enterprises. It is proposed to consider three types of
business models of enterprises in the prism of the impact of corporate social responsibility. The hypothesis is also
proposed, according to which it is reasonable to consider the impact of socially oriented management on business
models of enterprises as a hybrid of social innovations and responsible innovations in the form of open innovations.
The factors of their stimulation are investigated. The results of the research will allow continuing the research for the
organization of more effective strategic management of enterprises and approaches to state regulation of the objects
of research.

Key words: business models, innovations, socially oriented management, corporate social responsibility, stakeholder
management, sustainable development.

Maxkcum Birajitiobud KOJIECHUK

KaHAWAAT eKOHOMIYHHUX HayK, JOLEHT, I0LeHT KadpeApy MeHe )KMEHTY
30BHIIIHBOEKOHOMIYHOI AiAJIBHOCTI MiAIPUEMCTB
HanjioHasibHOrO aBiallinHOTO YHIBEpCUTETY

MUTAHHSA CYYACHOI MOJUPIKALIT BI3HEC-MO/IEJIEM MIAMPUEMCTB MIJ
BILIMBOM COLIIAJIbHO-OPIEHTOBAHOTO YIIPABJIIHHSA

Kosiecuuk M. B. [luTanHsa cyyacHoi Mmoaudikaiii 6i3Hec-Moesielt minpUEMCTB MiJ, BIJIMBOM
COLiaJIbHO-OPIEHTOBAHOTO YNpaBJiHHA. YKpaiHCbKull H#CYpHA/ NPUKAAOHOI eKOHOMIKU ma
mexniku. 2022. Tom 7. Ne 2, pp. 225 - 233.

AHomauyisa

B cmammi po3zsasdaemuvcesi cymuicms, sudu ma ocobausocmi modugbikayii 6isHec-modeseli nionpuemcma nid enau-
80M COYIaNbHO-0PIEHMOBAH020 yNpasAiHHs. Po321sHymo ocHO8HI yHigepcaibHI meopemuyHi no/a0x4ceHHs 8 6i3Hec-
MO0e/108aHHI, 0CAI0HCEHO NPUKAAJHT achekmu Ha 6i3Hec-Mo0e/51X asiayiliHux nidnpuemMcms, sk agiakoMnaHiil, max
i aeponopmis. Memor daHvoi cmammi € docaidxceHHs: enaugy meopill coyiaibHO-0piEHMOBAH020 YyNpAaBAiHHS HA
6i3Hec-Modei nidnpuemcme sk iHKkpeMeHmMHUX iHHoeayill. Bnaus coyianbHo-opieHMo8aHo20 ynpasaiHHa Ha 6i3Hec-
Modeni nidnpuemcms 00CAIONHCEHO WASIXOM AHAAIZY NUMAHbL 3ACMOCY8AHHS NidnpuemMcmeamu KopnopamugHoi
coyiasvHoi 8idnosidansHocmi. [locaidxceHHs disiabHOCmI nidnpuemcmes npogedeHo WAAXoM aHai3y 6izHec-modenell
nionpuemcms, OCKiibkU 80HU 6i/nbWON Mipo 8idobpaxcarms
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Memod eedeHHs1 6i3Hecy y 63a€mM00ii i3 3068HIWHIM cepedoguujeM, 8 MoM 4ucai KOMyHiKayii i3 cmelikxosdepamu.
TeopemuyHum i Memodo02iuHUM NIOTPYHMAM 00CAIOHCEHHS € IK hyHOAMEHMANbHI NON0HCEHHSI Meopill eKOHOMIYHOT
KOHKYypeHYii, cmpameziuHo20 MeHedxicmMeHmy hidnpuemcms, koonepayitl ma 6i3Hec-M00e/108aHHS, MAK | 8UKOpUC-
maHi okpemi asmopcuki no3uyii 3 HAyKkosux npayb 8iMUYU3HAHUX [ 3apybixcHUX HAyKosyis, 30kpema wujodo 6i3Hec-
Modeseli asiakomnatill I1id yac docaidscenHs 6y10 8UKOpUcmMaHo maki Memodu: cucmemHutl nioxio i memod iHdykyii
ona ¢opmysarHs Hosoi kaacugpikayii 6izHec-modesell 3a cmyneHem imnaemeHmayii coyianbHO-OpiEHMOBAHO20
ynpasiHHs, KoMnaeKcHUll nioxio 045 3Haxo0xceHHs1 3aKkoHoMipHocmell i gidmiHHOcmell y 6i3Hec-Modeasix nionpu-
eEMcme8. 3anponoHOBAHO po3za10amu mpu munu 6i3Hec-modesiell nionpuemcme 8 npusmi eénausy KopnopamueHoi
coyianvHoi gidnosidaabHocmi. Takoxc 3anponoHo8aHo 2inomesy, 32i0HO 3 SIKOI0 NPONOHYEMbCS po321510amu enaue
coyia/ibHO-0piEHMOBAHO020 ynpasiHHs HA 6i3Hec-modeal nidnpueMcmes sik 2ibpudy coyianbHux iHHO8ayili ma
gidnosidanbHux iHHoeayill y ¢opmi eidkpumux iHHosayill. [Jocaidxceno akmopu ix cmumyaroearnHs. Ompumani
pesyabmamu  docaidxiceHHs1 00380159mb NnpodosicUMuU HAyKosl NOwyku 0.5 opeaHizayii 6iavw egekmugHo20
cmpameziuHo20 MeHedHcMeHmy hionpuemcme ma nioxodie depicasHo20 pegyA08aHHs 06'ekmie d0CAI0HCEeHHS.

Kawuoei caoea: 6i3nec-modesi, iHHosayil, coyianbHo-opieHOBAHE yNpaeaiHHs, KOpNopamueHda coyiaabHa
gidnosidabHicmb, ynpasaiHHs cmelikxo/10epamu, cma/autl po3eumok.

JEL classification: 030; L26; M13
Formulation of the problem

In the structure of the factors of today's economic competition, the presence of trust
between market participants is of particular importance under the influence of the current
global trend towards the introduction of corporate social responsibility (hereinafter referred
to as CSR) as a socially oriented component in the management of enterprises.

Considering the evolution of the principles of enterprise competitiveness management,
it can be noted that until recently the nature of competition was such that it was enough to
apply, for example, the analysis of the five forces of competition according to Michael Porter's
methodology to control the competitiveness of the enterprise and its business model. However,
the current structure of market relations has become more complicated significantly, so the
enterprise faces today a more difficult task of managing relations not only with customers,
partners and resource suppliers, but also with a large number of other stakeholders.

From the viewpoint of socially oriented management of enterprises (hereinafter
referred to as SOME), the business models of enterprises in their complex understanding are
determined as a more precise object of management, since they reflect to a greater extent the
method of doing business in interaction with the external environment, including interaction
with stakeholders. Social values in the business strategy of leading enterprises today has
become a permanent component. This can be explained by the visionary words of Henry Ford:
"business that does not earn anything other than money is weak", which means that the
presence of a moral and ethical component both in relations with representatives of the
external microenvironment and proactive contacts with other contact groups is logical for the
basis of the goal setting at modern enterprises.

The above determines the relevance of scientific research in the direction of trends in
modern modification of business models of enterprises under the influence of SOME.

Many papers of such scientists as P. Ville, M. Vital, D. Debelak, A. Osterwalder, A. Maurya,
K. Prahalad, V. Ramaswamy, I. Pinier, V.V Skril, S.F. Smerichevskyi, G. Hamel and others are
devoted to the study of general issues of design, projection and efficiency of business modeling.
In addition, it is advisable to pay attention to studies that reveal the modification or specific
features of business models, taking into account industry specifics, such as the aviation
industry. They include, for example, the research of such authors as 0.V. Arefieva, A.V. Andreev,
V.M. Zagorulko, V.E. Komandrovska, Z.M. Poberezhna and others.

At the same time, it should be outlined that despite a fairly large number of publications
on the study of business models, the issue of the impact of SOME on modern business models
remains insufficiently developed and studied.

Research goal

The purpose of the article is to study the impact of theories of socially oriented
management of enterprises on business models of enterprises.
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Main material

The research of the genesis of the concept of business model shows the content
stabilization of the concept and the accuracy of its definition and its application in today's
business practice and scientific literature. At the same time, as V.V. Skryl emphasizes, the basis of
in-depth analysis, today, when defining the essence of the concept of "business model", there are
two main approaches: 1) when the activities of the enterprise are considered in terms of business
processes and technologies (focus is directed inside the enterprise) and therefore the business
model is aimed at representing business processes within the enterprise; 2) involves focusing on
the value that the enterprise creates for external customers, as well as on the results of activities,
so the business model is aimed at the external environment of the enterprise [1, p. 491].

However, if we consider the study of Carlos Marquez DaSilva and Peter Trkman,
"business models are a certain combination of resources that create value for both customers
and the organization through transactions" [2], which simultaneously reproduces both of the
above approaches.

The following modern extended definitions of business processes are also of great
interest:

1) business model is a description of an organization's structural, operational, financial
processes. That is, the way the business processes take place within the company: management
system, work regulations, communication between divisions, and ways of monetization [3];

2) business model serves as a logical and visual representation of how the company
functions at all its levels, how it creates profitable conditions for customers, how it ensures the
necessary level of sales and the corresponding profit [4].

Also, the definition of Joan Magretta is important, who proposes to understand the
modern concept of business model as a business architecture, with an element of creativity,
because in the knowledge economy consumers have a choice, and to be competitive, you need
to provide consumers with not just a product or service, but a solution to their problems [5].

The most successful, in our opinion, given the above, is the following recognition:
'Business models reveal the potential of a business to its essence. A business model answers
fundamental questions about the problem you're going to solve, how you're going to solve it,
and the potential for growth in that market' [6]. This definition correlates with key elements of
the business model of any enterprise in V.V. Skryl's research, which are:

— value to external customers offered by the enterprise on the basis of its products and
services;

—value-creation system, which includes suppliers and customers, as well as value-
creation lanes;

- assets used by the enterprise to create value;

—financial model of the company, which determines both its cost structure and the way
manner of generating profits:

—value, that they offer should be easy to identify [1; 6].

The above rules for creating a business model may change under the influence of
industry specifics and innovations, as well as under the possible influence of additional factors.

The above aspects of business models are universal; they can be adapted by, at least, the
following additional requirements for the business model of air companies:

1. There is a fixed amount of resources available for sale, i.e. the available capacity cannot
be increased or decreased without significant complications (e.g. the number of seats in a
particular aircraft cannot be increased or decreased).

2. The resources being sold are perishable. This means that there is a time limit for the
sale of resources, after which they cease to have value. That is, if a particular good or service is
not sold, it can no longer be sold (e.g., seats on a particular flight).

3. Fluctuations in demand (with static demand, cost structures and available capacity
can be easily adjusted).
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4. Effective financial relations involve the optimal use of the willingness to pay for each
individual segment based on the application of different fares.

5. An effective marketing strategy of differentiation within one segment must ensure
that customers are willing to pay different prices for the same amount of resources [7].

It is worth noting the study of Z.M. Poberezhna, who assessed the current types of airline
business models comprehensively. In the study, the researcher describes in detail, based on the
analysis of theoretical research and periodical publication in 2020, the components of nine
business models of air companies. For example, these are the following business models:
Network airlines; Scheduled international airlines; Regional carriers; Charter airlines; Low-cost
airlines; Cargo airlines; Mixed model; Isolated airlines; Business (VIP) airlines [8, p. 242].

However, Z.M. Poberezhna does not provide socially oriented components in any of
these models. This may indicate the effect of "marketing myopia" of air enterprises in relation
to modern trends in sustainable development. Therefore, the research of the specific formation
of air enterprises under SOME in the prism of modern social trends is actual.

We should consider the impact of CSR on business models on the example of such world-
famous airlines as Ryanair and Qantas, and SEA as Group of airports in Milan (Italy). Social
responsibility in the field of air transport is somewhat stricter, for example, than in the food
industry, as inaccuracies or errors of the company are manifested in the loss of human lives.

Therefore, in order to determine the current trends in business models of air
enterprises, we took three enterprises for analysis:

1. Ryanair as a well-known low-cost airline, a company operating according to the least-
cost model;

2. Qantas as a well-known safety airline with more than 100 years of experience and a
strong corporate culture of transport service;

3. SEA as the integrated airport Group, which is a modern and growing organization in
the aviation field.

Consider Irish Ryanair's business model, which can be interpreted here as a combination
of resources (e.g. non-unionized workforce, standard fleet of aircraft) and the way they are used
through transactions (e.g. online ticket booking). Low-cost airline Ryanair is a business model
that does not declare the development of CSR in its activities [2; 8, p. 240].

In contrast to Ryanair, Qantas and SEA incorporate CSR as socially oriented management
in their business models. Corporate Social Responsibility is a management concept whereby
companies integrate social and environmental concerns in their business operations and
interactions with their stakeholders.

We should clarify that modern SOME is formed on the basis of the sustainable
development paradigm, which is based on the 17 UN Sustainable Development Goals the
implementation of which is carried out through CSR.

According to S.Y. Trapitsyn's classification, there are currently three approaches to CSR
management, which take into account:

- positions of stakeholders "external” and "internal”;

- positions of public relations (in social trends and interaction with both "primary
stakeholders" and "derivative stakeholders");

- position of ethical and moral norms, when the management of the company's
responsibility can be carried out within the framework of the following institutionalized
models: amoral management and moral management [9].

In our opinion, the study of current world trends in the development of business models
of leading airlines allows to outline the following indicative differences:

—passenger safety determines the importance of humanization of the airline business,
which can be achieved by ensuring the harmonization of industry standards and global
requirements for CSR;

—~while creating competitive business models due to globalization, enterprises are
gradually forced to bring their activities closer to successful world business models, CSR allows
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to ensure strong business development and has become one of the main indicators of the
company's performance, as included, for example, in the stock indices Dow Jones, FTSE4Good,
Corporate Responsibility Index (CRI);

—business models on the basis of CSR demonstrate a high level of competence in
approaches to solving global and sectoral problems in various areas;

—the generalized data of the CRI index at the London Stock Exchange indicate that the
business models based on the CSR ensures a more positive assessment of the stock markets,
they exceed the value of analogues (according to various literary sources, today this figure can
be from 3.3 to 10% increase in their value) [10].

It is also important to keep the holistic understanding of the impact of CSR on the
business models of enterprises, including the aviation industry. According to the impact of the
result of changes in business strategies of enterprises, it can be argued with a high level of
reliability that CSR in this case is an incremental innovation that can be defined as an open
innovation in form, and organizational in purpose.

To generate new ideas, it is important to go beyond the generally accepted concepts and
accepted logic of business modeling in the industry. Innovative transformation of the business
model occurs according to the following main parameters: value proposition, customers and
customer focus, interaction with other stakeholders, profitability of the model [11, p. 46-49].

The term "incremental” here means gradual, step-by-step. In other words, "incremental
innovation" is the commercialization of new ideas, the result of which is associated with the
buildup of already existing goods or organizations (existing entities and not leaving the market).

From our viewpoint, incremental character shows rate and level of influence of
innovation on business model, and in subject matter to change business models it is logical to
consider social and responsible innovations.

Six defining components can be considered in the structure of responsible innovation:
involvement of business in the processes of science and education: involvement of public
values; open access to research results; commitment to ethics should ensure increased social
relevance and acceptability of innovation results, management methods should be adapted (for
example, responsible politicians are needed to prevent dangerous or unethical developments
in research and innovation); gender equilibrium [12].

Within the framework of the objectives of this study, the tasks that can be solved with
the help of social innovations are as follows: increasing the efficiency of enterprises and
organizations in social sphere; improving the quality of social services by better meeting the
constantly changing requirements of society; reducing social inequality by increasing the
availability of services provided. Among the factors that influence the development of social
innovations are: taking into account social innovations in the formulation of scientific,
technological and innovation policy; stimulating research in the field of social innovations [13].

Now we should consider activities of Qantas and SEA. Today the Qantas business model
has the following feature: applies the system approach to all types of risks, not just aviation
safety. It integrates aviation operational safety, work health and safety, aviation and cyber
security, environment (including climate change) and business resilience, learning from
collaboration and shared experiences to make the system better.

Qantas was one of the first airlines to introduce an integrated Safety Management
System in the 1990s, and it continues to evolve it. A clear social purpose helps attract new
generations of customers and employees; a proactive response to climate change gives
company the license to grow over the long-term; robust supply chain policies help Qantas
expand responsibly into emerging markets [14; 15].

Qantas engages in CSR in four main categories (table 1) [16].

The main stakeholders of Qantas airline are the following: Shareholders; Aviation
clients; Non-Aviation clients; Banks/Financing; State Authorities/Bodies; Suppliers; Trade
unions; Environmentalists; Local bodies; Consumer associations [17].

In recent years, SEA, unlike Qantas, has increased the range of tools involving
stakeholders in sustainable development policies.
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Table 1. CSR main components of Qantas

Ne | Components Content
Company recognizes the important role its employees and other close stakeholders play
in its success. As a result, the company tries to ensure that the success continues by
1 People equipping these people with skills, motivation, and support needed for them to succeed.
Qantas embarks on programs aimed at improving engagement, talent development,
workplace diversity, recognition, and good industrial relations.
Qantas is committed to achieving environmental sustainability. As an airline company
operating a large fleet of airplanes, it has goals of reducing direct greenhouse emissions. It
tries to use biofuel in its planes while also finding other fuel-efficient means of operating.
The company also tries to reduce its noise impact.
Qantas seeks to establish and maintain good supplier relations. The company has
established a set of requirements which all suppliers should meet. These requirements
are meant to ensure that ethics are followed for all activities. On its part, the company
tries to maintain diversity and fairness when dealing with suppliers.
Qantas seeks to inspire change. It has various programs meant to improve the lives of the
4 | Community society within which it operates. These include a foundation and other philanthropic
endeavours.

2 | Environment

3 | Procurement

Resource: [16]

Considering the features construction of the CSR of SEA gives great importance to the
thoughts and opinions of its target audience. Stakeholder’s relations policies undertaken by the
SEA as Group include tools for the understanding and involvement of stakeholders, through
which the company gathers viewpoints, attitudes and evaluations regarding the satisfaction
with services provided, the quality of relations with the public and related to development
projects [18].

It should be outlined that SEA demonstrates innovative approaches in changing its
business model, as it complies with safety standards, but has changed the standard perception
of the "functionality" of the aviation business model and has actively applied the expanded
global practices of the CSR. The advantage of the CSR of SEA is the presence of social values in
the value system of this group of airports.

SEA’s ESG strategy aims to govern social and environmental business variables,
enhancing relationship dynamics with stakeholders so that the latter, rather than simply
receiving a share of the value generated by the enterprise, can become real and truly qualified
contributors to the main strategic choices which significantly impact them. This objective is to
design, realise, develop and manage airport transport infrastructure - and which significantly
impact on its medium to long-term results [19] which are as follows:

1. Environmental principles (as ‘E’) determine how much the company cares about the
environment and how it tries to reduce environmental damage.

2. Social principles (as ‘S") show the attitude of the company to its personnel, as well as
clients, partners and suppliers.

3. Governance principles (as ‘G’) affect quality of company management: transparency
of reporting, management salaries, morality of interaction between employees, shareholder
policy, anti-corruption policy.

Stakeholder engagement activities of SEA currently operate on three principal fronts:

1) customer satisfaction surveys, carried out quarterly and targeting passengers and
cargo operators;

2) annual survey of the “business sensitive” stakeholders (airlines, retailers, cargo
operators, suppliers, public administrations, business community, credit institutions and
media);

3) multi-stakeholder workshops to start a systematic dialogue with the main
stakeholders in relation to innovation and development projects of the company and on the
ways impacting competitive, social and environmental aspects [20].

A significant difference in the approach to CSR between Qantas and SEA is that Qantas
relies more on rules and procedures, while SEA has developed and implemented a system
(concept) of values (fig. 1). It is important to note that the intensity of the inscription in the
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diamond reflects the level of importance of the component in the value system: the more
expressive color is the more important.

We note another approach in the case of Qantas. Really important aspect of CSR of
Qantas is its risk management i.e. what company does to prevent plane crash. CSR is clearly in
the "background" here.

It's important because SEA believes that a company’s devotion to rules is a place lacking
of vital energy. Values, to some extent, are also rules, but rather than obedience, they call on
people to take responsibility, requiring them to
reason and decide on their own [19; 21].

PUBBLIC UTILITY

EFFICIENCY INNOVATION

The important thing for the development
e Z of the CSR is that SEA has identified the value
horizon to which the entire enterprise is
M m— TEAM SPIRIT PROFESSIONAL committed and on the basis of which its policies,
7 o dures and contractual terms and
proce
* E;E';?,?c"EF\y/ conditions will be consolidated and, where
necessary, revised, in a gradual manner, as
TRANSPARENCY L 55 bk ok y CO-OPERATION required by conditions in the company and the
business context in which it operates [21].
V Thus, the conducted research shows

different approaches of enterprises in the
implementation of SOME.

If the level of implementation in the
functional structure of the enterprise is taken as
a classification criterion, it is advisable, in our
opinion, to apply the rule of system
optimization from the methodology of system
analysis by S. Optner [22]. Thus, it is possible to offer at least the following types of business
models of enterprises according to the degree of implementation of the SOME:

1. Indifferent to the SOME business models. The term "indifferent” comes from the Latin
word - "indifferens”, which means: apathetic; unaffected; immaterial; indistinguishable; not
different. An example of such a business model can be the mentioned business model of
enterprise Ryanair.

2. Business models with functional improvement by the SOME. In this case, the SOME does
not replace functional relationships, but improves the performance of functional tasks,
ensuring the sustainability of activities. An example of such a business model can be the
researched by enterprise Qantas, since the enterprise mainly positions itself as the safest for
flights, the SOME in the form of CSR plays a supporting role.

3. Business models with the system-forming function of the SOME. In this case, the
enterprise modifies all its functions [functional linkages] under the influence of the
implementation of the SOME, as it happened at the Group SEA.

Fig. 1. SEA’s Ethical Vision and Diamond of
Values
Resource: [21]

Conclusions and Prospects for Further Research

Thus, the effectiveness of the organization depends on how well the interaction with
stakeholders is built. Interaction by SOME with stakeholders helps the organization to increase
social capital, minimize non-financial risks, and identify new opportunities for the development
of the company.

Building effective interaction with stakeholders by SEA and Qantas contributes to the
achievement of the following results: ensuring minimization of non-financial risks and their
management; pooling resources to achieve sustainable development goals; assessment of the
external and internal environment of the company; ensuring the exchange of information with
stakeholders in order to improve the final product; creating a trusting relationship between
stakeholders and the company.
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Qantas has successful relations with their stakeholders, interacts with them based on
the company’s strategy and builds an understandable communication strategy with
stakeholders. It is enough to sustain the current positions, but not enough for a proactive
strategy, as it successfully demonstrates SEA.

Further research, in our opinion, should focus on the study of the role and impact of
social and responsible innovations in the business models of modern enterprises as proactive
components of the future response to changes in the market environment in the system of
SOME’s methods.
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