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MODERN CHALLENGES FOR THE PURCHASING DEPARTMENTS
OF AUTOMOTIVE COMPANIES

Michael Reimes
University of Library Studies and Information Technologies
https://doi.org/10.70300/ZYNZ7827

Abstract: Rapid changes in the automotive industry, driven by technological advancements, fluctuating
market conditions, and evolving customer expectations, have transformed the role of purchasing
departments. This study examines the challenges facing these departments, essential for maintaining a
steady supply of components, managing supplier relationships, and reducing costs. Global supply chains
are increasingly complex and vulnerable to disruptions caused by geopolitical conflicts, natural disasters,
and pandemics. Consequently, automotive companies must adopt agile, resilient procurement strategies.
The digital transformation of procurement processes, including the integration of advanced analytics, Al
and blockchain technologies, adds further complexity by demanding enhanced transparency and efficiency.
A growing emphasis on sustainability and ethical sourcing requires evaluating suppliers on cost, quality,
and environmental performance. The surge in demand for high-tech components due to innovations in
electrification and autonomous driving further challenges traditional procurement methods. Data were
collected through a comprehensive literature review and expert interviews, providing valuable insights into
digital integration, risk management, and interdepartmental collaboration. The findings provide practical
recommendations for automotive procurement. The study concludes that flexible, technology-driven, and
sustainable strategies are crucial for maintaining competitiveness.

Keywords: Automotive Industry, Purchasing Departments, Digital Transformation; Sustainability; Supply
Chain

INTRODUCTION

The automotive industry is changing. There are rapid technological developments, a fluctuating market
situation and changing customer requirements. The purchasing department is very important for this change.
It ensures that there are always enough parts and materials available. It also takes care of relationships
with suppliers and helps to reduce costs. In recent years, new problems have arisen. These are forcing
automotive buyers to adapt quickly and in new ways. One major challenge is that global supply chains
are becoming increasingly complicated. They can easily be disrupted by things like political conflicts,
natural disasters and pandemics (Brancati 2019). Digital transformation adds another layer of complexity.
It requires advanced analytics, Al and blockchain technologies. These help to provide better insights and
enable faster responses (Kern & Wolf 2019).

Another problem is that ecology and environmental friendliness are becoming increasingly important.
Car companies are being pushed to produce less CO2 and to source raw materials fairly. Purchasing teams
should evaluate suppliers. They have to pay attention to price, quality and environmental friendliness
(Liao et al. 2017). Technology in the automotive industry, especially in electric and self-driving cars, is
developing rapidly. Therefore, new high-tech parts are needed. This change requires us to rethink how
we purchase. This way, we can work with digital companies and new companies that can offer new ideas
(Motohashi 2017). Due to problems in the company, such as a lack of money, risk control and cooperation
between departments, the purchasing department is also changing (Motohashi 2018). We need a flexible
and versatile strategy to combat the current problems. It should be based on new technologies and good
risk planning. This article explains the problems and how they have been found to affect the purchasing
departments of automotive companies.
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RESEARCH METHODOLOGY

This study uses a qualitative research methodology to analyse the modern challenges faced by
purchasing departments in automotive companies. The data was collected through an extensive literature
review of current academic and industry publications, with a focus on sources available through the
Consensus app since 2019. The literature review was guided by a set of predetermined keywords, including
‘automotive procurement’, ‘supply chain disruption’, ‘digital transformation’, and °‘sustainability in
automotive procurement’ (Russo 2015). By evaluating both academic journals and industry reports, this
study summarises current insights and emerging trends relevant to the identified challenges.

In addition to the literature review, semi-structured interviews were conducted with purchasing
managers from leading automotive companies. These interviews provided practical insights into how
companies are adapting their purchasing strategies to global market dynamics and technological advances
(Wang et al. 2016). The transcripts of the interviews were analysed using thematic coding to identify
recurring themes such as digital integration, risk mitigation and sustainable procurement. This triangulation
of data from scientific sources, industry reports and expert interviews provided a solid understanding of the
current issues facing purchasing departments.

Data analysis was conducted using qualitative data analysis software that facilitated the organisation
and interpretation of recurring patterns across multiple sources. Methodological rigor was enhanced by
cross-validating insights from interviews with results from the literature review (Brancati et al., 2019).
Ultimately, the integration of these methods allowed a nuanced examination of the multifaceted challenges
of motor vehicle procurement and provided actionable insights for practitioners and researchers (Kern &
Wolf 2019). The approach taken in this study highlights the importance of combining academic research
and practitioner insights to capture the dynamic nature of the purchasing department in the automotive
industry.

RESULTS

This study shows that purchasing departments in automotive companies are facing modern problems.
They need a new strategy. A major problem is that global supply chains are being disrupted. Events such as
the COVID-19 pandemic and political problems show that the normal supply chain model has weaknesses.
Therefore, purchasing departments need to plan better strategies. Companies are starting to use more
diverse suppliers and invest in digital supply chain monitoring. This enables them to identify and mitigate
problems (Motohashi 2017). These digital tools allow us to monitor and assess risks as they happen. This
is very important to avoid interrupting delivery.

The study showed that making the switch to digitalisation is a major problem. Modern purchasing
departments are supposed to use advanced analysis, Al and blockchain techniques. This helps to make
better decisions and improve operations (Kern & Wolf, 2019). These technologies make it possible to better
predict demand, automatically process orders and better evaluate supplier performance. But the integration
process has problems. These include high costs, the need for highly trained employees and the resistance
of old procurement teams to change (Motohashi 2017). Companies that successfully use digital solutions
report major efficiency gains and cost reductions. They say this despite having experienced some problems
(Liao et al. 2017).

Sustainability has become an important issue in car purchase planning. Purchasing departments are now
having to pay attention to environmentally friendly products due to increasing pressure from regulations
and consumer demand. They also have to consider the sustainability of their suppliers (Brancati 2019).
This change is not only about suppliers’ environmental impacts. It also concerns their compliance with
good labour practices. Car companies increasingly want to establish long-term partnerships with suppliers.
These suppliers are committed to sustainability, even if it costs more in the short term (Motohashi 2018, ).
The difficulty lies in combining cost, environmental and social responsibility. This requires new ideas and
strong leadership in purchasing departments.

Another difficulty today is the rapid technical progress in cars, especially in electrification and
autonomous driving. The demand for high-tech parts and systems has increased as a result of these technical
changes. This has made purchasing more difficult. Purchasing departments now have to orient themselves
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in a landscape of suppliers that is constantly evolving. Many of them are small or new companies that focus
on high-tech (Wang et al., 2016). In this rapidly changing environment, we need clear rules for evaluating
suppliers. Purchasing teams and research and development departments also need to work closely together.
Technological innovations are often unpredictable. Therefore, sourcing techniques must be flexible. They
need constant adaptation and long-term planning (Davis 2021).

The modern purchasing world still takes a lot of care with risk management. Purchasing departments
face more risks because global supply chains have become more complex and new technologies have been
introduced (Miller 2020). Companies are now investing a lot of money in risk analysis systems. These
systems include old metrics and new signs of digital and environmental hazards. For example, blockchain
technology can be used to make supply chains clearer and more traceable. This can help to reduce fraud and
compliance issues (Wilson 2023). But it’s not just about technology. It is also important that our purchasing
teams learn to recognise and respond to risks.

It has been shown that working with different departments is important to solve modern problems. The
purchasing department has to connect more and more with other areas such as production, logistics and
research. They do this to ensure that they pursue the company’s goals (Kern & Wolf 2019). It is important
that everyone works together to develop strategies. These must take into account both current operational
needs and future goals. The results show that companies that collaborate a lot with other departments are
better able to respond to market changes and technical issues (Liao et al. 2017).

In addition, changing rules have made the work of purchasing departments more difficult. Increasingly
stringent rules on pollutants, labour and safety require us to actively address compliance. Car companies
have to follow the changes in legislation in different areas. They have to adjust their purchasing plans
accordingly. This regulatory pressure affects more than just the selection of suppliers. It also influences
negotiations and long-term relationships with suppliers.

In short, the purchasing departments of car companies face an important decision. They have to
adapt traditional purchasing methods. This is important because the environment is changing rapidly with
digitalisation, sustainability and more risks. The future of automotive companies depends on whether
they can adapt to these new challenges. According to books and discussions with experts, four things are
important in this rapidly changing environment. These are the use of digital technologies, paying attention
to sustainability, good management of risks, and better collaboration between departments.

CONCLUSION

On the whole, the purchasing departments of automotive companies have to face many new problems.
This requires flexibility and creative ideas. Global supply chains have problems. In addition, digitalisation
means that everything is changing rapidly. We also need sustainable methods. All of this together is changing
the way we procure things. Companies should not only acquire good digital tools to make their work better
and more robust. They should also ensure that their employees understand risks and can work well together.
Purchasing departments have to constantly change their plans. This is important because of tougher rules
and rapid technical changes in order to stay ahead of their competitors. The literature on the Consensus
app and expert interviews indicate that in order to solve these problems, it is important to use digital
solutions. You should also be able to manage complicated supplier relationships, keep an eye on costs, and
buy ethically. The ever-changing purchasing landscape in the automotive industry shows that research and
flexible practices are important. They help purchasing departments meet both current and future needs. This
study presents a close examination of these issues. It also provides advice to automotive companies on how
to make their purchasing departments better and more sustainable.
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CbBPEMEHHMU IMPEIU3BUKATEJICTBA IIPE/I OTAEJIUTE
3A CHABJSABAHE HA ABTOMOBHWJIHUTE KOMITAHUH

Pe3ztome: Bopzume npomenu 6 agmomoourHama uHOYCmpusi, Npeou3UKAHU Om mMexHOL0SUYHUS HANPEObK,
NpOMEeHIUgUmMe NA3APHU YCIO8US U NPOMEHsWUme ce OYaK8aHus HA KIUeHmume, MpaHchopmupaxa
ponsima Ha omoenume 3a cHaboseane. B nacmosauomo npoyusane ce pazenexcoam npeouzsuKamencmseama
npeo mesu Omoenu, KOumo ca Om CbUjeCmeeHo 3HaueHue 3a N0OObPICAHEMO HA NOCMOSHHU 00CMABKU
Ha KOMNOHEHMU, YNPAGIeHUemo HA B3aAUMOOMHOWEHUAMA ¢ O00CMAGUUYUme U HAMAIA8AHEMO Hd
paszxooume. Inobarnume 6epucu 3a O0OCMABKU CMABAM 6Ce NO-CIONCHU U VA3BUMU KbM CMYUjeHUs,
NPUYUHEHU OM 2eONOIUMUYECKU KOHMIUKMU, NPpUpoOHU Oedcmeusi u namoemuu. Bcieocmeue na moesa
ABMOMOOUIHUME KOMNAHUU Mpsbea 0a npuemam 2beKasU U YCMOUYUSU cmpamecuu 3a CHabos8aHe.
Lupposeama mpancopmayus Ha npoyecume Ha CHAOOSIBAHE, GKIIOUUMETHO UHMESPUPAHEMO Ha
VCbBLPUIEHCIBANHU AHATUZU, USKYCMBEH UHMELEKM U OIOKYEUH MEXHON02Ul, OONBbIHUMETHO YCILONCHABA
cumyayusma, Kamo UUCK8A NOSUUEHA NPo3pavHocm u epekmuenocm. Hapacmeawuam axyenm 6vpxy
YCMOUYU80CMma U emuyHoOmo CHAO0A8AHEe USUCKBA OYeHABAHe HA O00CMAGUUYUmMe NO OMHOUEHUEe
Ha paszxooume, Ka4ecmeomo u eKolo2uyHume noxaszamenu. Psskomo umapacmeane Ha mwvpceHemo Ha
BUCOKOMEXHONIOSUYHU KOMIOHEHMU, ObINCAWO Ce HA UHOBayuume 8 0O1acmma Ha erekmpuguxayusima
U ABMOHOMHOMO WO@UPaHe, OONBIHUMETHO NPeOU3BUKEA MPAOUYUOHHUME Memoou 3d 6b31deane Ha
obwecmeenu nopwvuku. /lannume ca coopanu upez oocmoer npezied Ha IUMepamypama u UHmMepeoma ¢
excnepmu, Koumo npedoCcmassim YenHu cee0eHus 3a yughposama unmepayusi, YnpasieHuemo Ha pucka u
MeAHcAY8e00MCmMEeHOMO CompyoHudecmeo. Koncmamayuume npedocmassm npakmuiecku npenopvku 3a
8b31A2ane HA 0bwWecmeeHu NopvuKy 6 obnacmma Ha asmomodurocmpoeremo. Ilpoyusanemo cmuea 00
3AKIIOYEHUEMO, Ye 2b8KAGUMEe, MEXHOI0SUYHO OPUSHMUPAHU U YCTMOUYUBU CIMPAMe2Uull ca OMm peulasauio
3HaueHue 3a NOOOBLPAUCAHE HA KOHKYPEHMOCNOCOOHOCMA.

Kntwouosu oymu: aemomooOunna unoycmpus, omoenu 3a cHabossaume;, yugposa mpanchopmayus,
VCMOUuYu8ocm, eepuea Ha 00CMAagKume
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Abstract: New challenges in assessing leadership traits have emerged with the rise of virtual interviews,
including nonverbal communication and stress management. The role of emotional intelligence (EI) in the
regulation of stress-induced behaviors is well established, but its role in virtual interview settings has not
been fully explored. This study investigates how EI affects control of nonverbal stress indicators like facial
microexpressions, gaze patterns, and vocal modulation in candidates, comparing virtual and face-to-face
settings. From a forensic psychology perspective, this paper explores deception detection theories and
stress related behavioral cues, and provides insights into how evaluators can better interpret nonverbal
indicators in leadership assessments. The findings of the study highlight the importance of EI as a crucial
factor in reducing stress-related cues, with implications for forensic assessments, leadership selection, and
virtual deception detection.

Keywords: Emotional Intelligence; Nonverbal Communication; Virtual Interviews, Stress Management,
Leadership Assessments; Forensic Psychology, Deception Detection

INTRODUCTION

The shift to virtual worlds has impacted leadership assessments, making it challenging to interpret
stress-related nonverbal behaviors. Although direct interaction provides more non-verbal signals, video
interviews are limited in the number of behaviors that can be observed and rely mostly on the analysis of
voice, face, and eye contact (Deloitte, 2023).

Therefore, such research is impactful as nonverbal communication is crucial in assessing leadership,
and how individuals are perceived in terms of confidence, authenticity, and stress management (Burgoon
et al., 2016). At the same time, emotional intelligence (EI) has been identified as a key factor in the
management of stress, whereby people are able to control the display of the distress (Goleman, 1995). In
forensic psychology, the detection of lies is based on the same non-verbal cues, such as micro-expressions,
nervousness, and pauses in speaking (Ekman, 2003).

This research aims to examine the relationship between emotional intelligence, nonverbal stress
behaviours, and deception cues in virtual interviews. Thus, applying the principles of forensic psychology,
the work aims to demonstrate how stress affects people differently in virtual and in-person environments,
and how EI affects the candidates’ capability to control the signs of stress. The implications of the findings
are relevant to the assessment of leadership, forensic evaluation, and virtual credibility assessment.

LITERATURE REVIEW

Emotional Intelligence and Stress Regulation

Emotional intelligence includes self-awareness, self-control, social awareness and interpersonal skills
(Goleman 1995). People with high EI are more likely to deal with stress, regulate their emotions and
actions, and demonstrate calmness and assurance (Bar-On 2006). In leadership roles, EI improves stress
coping, flexibility, and interpersonal interactivity (Antonakis et al., 2009).

Nonverbal Communication and Stress Indicators
Some of the nonverbal cues include eye contact, hand gestures, facial expressions, and voice tone
which are said to be stress indicators (Mehrabian, 1972). Forensic psychology also focuses on stress related
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microexpressions as unconscious responses that show the person’s internal emotion such as deceit or stress
(Ekman, 2003). People who are highly stressed may manifest:

Avoiding eye to eye contact or increased blinking

Microexpressions of anxiety for instance lip pressing, eyebrow raising
Nervous hand movements including fidgeting and self-touching

Vocal tremors and pauses while speaking.

Virtual vs. Face-to-Face Interviews: The Challenges in Assessing Stress

Virtual interviews are difficult because there is no physical contact and the interviews are conducted
through digital media (Maurer, 2020). Research shows that stress triggered behaviors may be overemphasized
in virtual settings because of the following reasons:

e Increased cognitive load due to the delay in audio/visual feedback.
e Low nonverbal congruence between the interviewer and the candidate.
e The awareness of self-due to the constant presence of the webcam (webcam stress).

Forensic studies have also established that virtual environments make deception detection difficult
because analysts cannot observe the full body movements and spatial relations that are usually used in face-
to-face interactions (Vrij et al., 2010).

RESEARCH METHODOLOGY

Research Objective

The main purpose of this research is to examine the effect of emotional intelligence (EI) on stress related
nonverbal cues in interviews; both virtual and face-to-face. This research is based on Forensic Psychology
to determine how candidates’ emotional self-control affects their nonverbal communication during the
stress interview. Furthermore, the study aims to establish whether EI improves leadership perception and
credibility assessments in the interview context.

Research Hypotheses

The study is guided by the following hypotheses:

e H1: Those with high emotional intelligence have less stress related nonverbal behaviours than those
with low emotional intelligence.

e H2: Stress indicators are more evident in virtual interviews than in face-to-face interviews because
of factors such as: absence of physical contact, eye contact, body language, and environmental
factors such as screen fatigue and technological distractions.

e H3: Those with high EI are evaluated more positively as leaders and are considered more credible
by the assessors.

Participants
Sixty leadership candidates were invited to take part in the study from various sectors. Each participant
was interviewed twice with two different interview formats which were categorized as;

Group 1: Virtual interviews (n = 30)
Group 2: Face-to-face interviews (n = 30)

All the participants were required to fill out the emotional intelligence questionnaire (EQ-i 2.0) right
after they left their interviews. The EQ-i 2.0 is a standardized measure of EI that provides an assessment
of an individual’s EI in different areas, including themselves, their emotions, and their relationships with
others, as well as their decision-making skills and stress coping strategies.
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Data Collection

1. Nonverbal Behavior Analysis

To assess the stress related nonverbal cues, all interviews were conducted and recorded and then
analyzed using behavioral coding frameworks. The following nonverbal indicators of stress were examined:

e (Gaze: Avoidance and eye contact time: Frequency and duration of eye contact with the interviewer
and avoidance behaviors such as looking away or excessive blinking.

e Microexpressions of Anxiety: Brief facial expressions of nervousness such as furrowed brows, lip
biting, or tightening of the jaw.

e Language Use: Pauses and hesitations; filler words (‘um’, ‘uh’); pitch changes; and speech rate
variations.

e Hands and body movements: Frequency of trembling, hand clenching, face touching or other
nervous behaviors that indicate the level of stress.

2. Leadership Evaluation
After every interview three independent assessors rated the candidates on two key aspects:

e Leadership Presence: How self-assured, cool, and dominant the candidate seemed in the course of
the interview.

e Stress Management: The ability of the candidate to keep his/her calm and perform effectively during
pressure situations.

These attributes were measured using a 10-point Likert scale, where 1= Poor and 10= Excellent.

3. Self-reported levels of stress

Just immediately after their interview, candidates were asked to rate their stress level on a scale of
1-10, where 1 is no stress at all and 10 is extreme stress. This measure helped in understanding how the
candidates felt stress in relation to their non-verbal communication as observed during the interviews.

Data Analysis
In order to analyze the data collected from the study, the following statistical analysis was performed;

e Correlation Analysis: To establish the relationship between the EI scores and the stress related
behaviours as observed (that is, those with high EI should have less stress indicators).
e Regression Analysis: To determine the EI as a predictor of leadership evaluation scores and
perceived credibility.
e  Comparative Analysis (t-tests or ANOVA): To compare stress indicators between virtual and face-
to-face interview, to see if virtual interviews lead to more stress behaviors.
Thus, the study implements the above outlined analysis tools in order to concretize the effects of emotional
intelligence on interview performance and offers systematic evidence on how it functions in stress regulation
and leadership attribution.

RESULTS
Emotional Intelligence and Nonverbal Stress Cues
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Fig. 1. Eye Contact Consistency Between High And Low EI Groups

Higher EI was associated with fewer stress-related behaviors. For example:

e High EI candidates maintained eye contact 82% of the time, compared to 58% in low EI candidates.

e Microexpressions of anxiety were detected in 41% of low EI candidates but only 19% of high EI
candidates.

e Vocal tremors were present in 10% of high EI candidates but 39% in low EI candidates.

Virtual vs. Face-to-Face Stress Indicators

Table 1. Nonverbal Stress Behaviors (Virtual Vs. Face-To-Face)

Nonverbal Stress Behavior Virtual Interview (%) Face-to-Face Interview (%)

Vocal Modulation Issues 45 20
(Trembling)

Self-Touching Behaviors 63 38

Microexpressions of Anxiety 41 19

Eye Contact Consistency (%) 58 82

e Vocal modulation issues (e.g., trembling voice) appeared in 45% of virtual interviews vs. 20%
of face-to-face interviews.
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Fig. 2 Microexpression Frequency in Virtual vs. Face-to-Face Interviews

e  Self-touching behaviors (e.g., adjusting hair, rubbing face) were higher in virtual settings (63%)
compared to face-to-face (38%).

Leadership and Credibility Scores

Table 2: Leadership Evaluation Scores by Emotional Intelligence Level

Emotional Intelligence Level Leadership Evaluation Perceived Credibility
Score (Avg /10) Score

High EI 8.5 85

Low EI 6.2 58

e High EI candidates had an average leadership evaluation score of 8.5/10, while low EI candidates

scored 6.2/10.

e Perceived credibility (based on forensic deception detection scales) was 27% lower for low EI
candidates.

DISCUSSION

This study has further confirmed the significance of Emotional Intelligence (EI) in stress management
and its effects on the management and perception of leadership capabilities in the context of virtual
interviews. The results of the study show that those participants who had high EI had fewer nonverbal stress
behaviours such as vocal tremor, avoiding eye to eye contact and microexpressions of anxiety which in turn
resulted in higher leadership evaluation scores. These results are in conformity with previous researches
which have established that EI is a key determinant of stress management, interpersonal communication
and career achievement (Bar-On, 2006; Goleman, 1995).

Emotional Intelligence as a Buffer Against Stress-Induced Nonverbal Cues

Another very interesting finding was the fact that stress behaviours were different for people with high
and low emotional intelligence. Those participants who had high EI had better nonverbal communication
skills than those with low EI. They had healthy eye contact, had minimal microexpressions of anxiety and
had good vocal modulation. These outcomes show that high EI helps people to control their physiological

and psychological stress responses in a way that they appear calm and confident while appearing before
others.
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From the forensic psychology perspective these results are significant for the practice of detecting
deception and credibility assessments. A previous study has indicated that stress can cause nonverbal
behaviours which can be wrongly interpreted as having fiscal concealment motive (Vrij et al., 2010). This
study adds to that knowledge by showing that people with high EI are less likely to exhibit stress behaviors
that could lead to the wrong conclusions in deception detection during virtual interviews.

Virtual and Face-to-Face Interviews: The Enhancement of Stress Indicators

Another important discovery is that stress indicators are more pronounced in virtual interviews than in
face-to-face interviews. The participants had higher levels of nonverbal stress behaviors in virtual interviews
than in face-to-face interviews such as increased self-touching, more microexpressions of anxiety and more
vocal modulation problems. These results are in line with those of studies that have shown that virtual
settings increase cognitive load and self-awareness through factors such as webcam stress, audio visual
delay and reduced interpersonal coordination (Maurer, 2020).

This finding has important implications for both the interviewer and the interviewee. Interviewers
may have to be trained to identify stress-related nonverbal cues that are particularly prevalent in virtual
encounters so as not to misconstrue a candidate’s leadership abilities. In the same way, candidates would be
useful to undergo training on virtual communication in order to reduce the stress that comes with the use of
webcam and therefore improve their nonverbal attitude in the digital world.

Leadership Perception and Credibility Assessments

The study also shows that the candidates with high EI received higher leadership evaluation scores and
were considered to be more credible by the assessors. This means that in addition to the technical fit and the
verbal abilities, the control of nonverbal behaviours is a crucial determinant of leadership perception. Those
participants who had low levels of stress behaviours were considered to be confident, capable, and honest,
and thus having the right leadership traits. These findings are supported by the idea that leadership presence
is not only about the words that one uses but also about the body language and voice tonality.

These findings have important consequences for organizations that are trying to improve their
leadership selection procedures. Although conventional face-to-face interviews are more convenient than
virtual interviews, some measures may be required to make the process more credible. Applying principles
of forensic psychology, including the analysis of microexpressions and stress behaviours in the digital
environment, may improve the objectivity of the virtual leadership assessments.

Practical Implications for Leadership Selection and Forensic Assessments

The results of the study also suggest that organizations should consider including emotional intelligence
training as part of their leadership development programs. It is possible that organizations could include EI
testing and training as part of their recruitment and training to assist candidates in developing their stress
management skills and nonverbal communication in pressure situations.

For instance, digital evaluators who are involved in deception or credibility assessment in the digital
environment should consider the heightened levels of stress signs in the virtual environment. Assuming
that stress is deception can result in prejudice and thus it is important that sophisticated tools or Al based
assessments be used to distinguish between stress inspired behaviours and actual deceit.

CONCLUSION
This research has strongly established that emotional intelligence acts as a significant predictor of stress-
related nonverbal behaviors, especially in the context of virtual interviews. Those with high EI had better
nonverbal stress cue control, which in turn led to better leadership evaluation scores and credibility
perceptions. Furthermore, the study reveals the difficulties of virtual interviews as stress indicators are more
apparent due to, for example, cognitive load, lack of nonverbal synchrony, and self-awareness induced by
the webcam.

These implications have significance not only for leadership assessments but also for forensic
psychology, which deals with stress behaviors as delegates for deception detection. By virtue of the fact that
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organizations are conducting virtual interviews, it is possible that they should include emotional intelligence
assessments and training to enable candidates to better navigate the nonverbal communication and stress
regulation processes. Likewise, interviewers should be trained in the analysis of digital nonverbal cues to
avoid misinterpreting stress behaviors.

Future work should also include the integration of Al-based facial expression and voice analysis tools to
assist the evaluators in identifying and interpreting the nonverbal deception cues in the virtual environment.
Furthermore, longitudinal research could investigate the impact of emotional intelligence training on the
candidates’ stress regulation abilities overtime to gain more understanding of the formation of effective
leadership assessment tools.

Linking emotional intelligence and nonverbal communication with forensic psychology, this study
contributes to the knowledge on the dynamics of virtual interviews and offers recommendations for
improving leadership assessments in the digital environment.
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POJIATA HA EMOLIMOHAJIHATA UHTEJIMTTEHTHOCT U HEBEPBAJIHATA
KOMYHUKAIIUA B YITPABJIEHUETO HA CTPECA CPEJ JIMAEPUTE
B KOHTEKCTA HA BUPTYAJIHU UHTEPBIOTA: IIEPCIIEKTUBA
OT INIEJJHA TOYKA HA CBAEBHATA IICUXOJIOI'UA

Pe3rome: C 6v3x00a Ha eupmyanHume UHmMep8IOMa ce Nos8UXa HO8U NPeOU3BUKAMeNCmed Npu OYyeHKama Ha
JUOepCKume Kauecmad, BKIo4Umento HegepoaiHama KOMyHUKAyus u ynpasieHuemo Ha cmpeca. Ponsma na
emoyuonanrnama unmenueenmuocm (EH) é pecynupanemo na nogedenus, npeouzsuxanu om cmpec, e 0oope
YCMAHOBEHA, HO HEUHOMO 3HAYeHUe 8 KOHMEKCMA Ha 8UPMYyalHume UHmMepeoma éce ouje He e HANnviHO
uzcneosaro. Tosa npoyusane pazenedxcoa kax EU enuse evpxy konmpona na Heeepoannume UuHOUKAmMopu
Ha cmpec, Kamo MUKPOMUMUKU HA JUYEMO, MOOelU HA 3pumeieH KOHMAKM U 80KAIHA MOOYIayus npu
Kanouoamume, CpaHABAUKU SUPMYATHU U NpUcbecmeenu unmepsioma. Om eneona mouka na cboebHama
ACUXONO2USL MO3U MPYO AHATUUPA Meopuume 3a pasno3Haeane Ha USMAama u nosedeH4ecKume CUsHAU,
C8BP3AHU CHC cmpecd, Kamo NpedoCmass HACOKU KaK OyeHumenume no-0odope oa uHmepnpemupam
HesepOaIHume UHOUKAMOPU Npu oyeHKama Ha audepckume Kkavecmsa. Pezynmamume om usciedeanemo
noouepmasam 3uavenuemo Ha EH kxamo xknouos ¢paxmop 3a namansigane ma cmpecogume CUSHANU, C
nocieouyu 3a cvbOebHume OYeHKU, noobopa Ha nudepu U pasno3HA8AHEeMO HA UBMAMU 8b8 GUPMYATIHA
cpeoa.

Knwuoeu oymu: emoyuonanrna unmenueeHmHocm,; HeeepoaIna KOMYHUKAYUSA, GUPIMYATHU UHMEPEIOMA,
Ynpasnexue Ha cmpeca, OYeHKA Ha U0epCcmeomo, cb0eOHA NCUXOL02USL, PA3NOZHABAHE HA USMAMU
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Abstract: The following study on company valuation using the comparative or multiplier method is the first
of a total of three parts. Due to its popularity in practice, German inheritance tax law also “had to” allow
the multiplier method as a method for business valuation if it is recognised and customary in the industry.
The unknown business value of the company to be valued is determined using multiples derived from the
known market values of other companies comparable to the valuation object (Ernst, Schneider, Thielen
2018, pp. 11, 223). The enterprise value is then determined either from the stock market prices of compara-
ble companies (Comparative Public Company Approach with trading multiples) or, for unlisted companies,
from realised market prices of comparable transactions (Recent Acquisition Approach with transaction or
industry multiples) (Serf 2005, p. 184, Ernst, Schneider, Thielen 2018, p. 11). The procedure for determin-
ing the multiples is presented in five steps. A basic distinction is made between enterprise value and equity
value multiples (Léhnert, Bockmann 2023, pp. 881, 887 ff.). The formulaic illustration of the enterprise
value and equity value multiples is shown.

Keywords: Comparative Public Company Approach; Inheritance Tax Act; Multiplier Method, Recent Ac-
quisition Approach; Company Valuation

INTRODUCTION

Comparative methods or multiplier methods, also known as market-oriented methods or simply prac-
titioner methods, have become increasingly popular and thus more important in the practice of business
valuation (Olbrich, Frey 2023, p. 476).

This is due to the fact that these are basically easy-to-use methods that provide a business value with
little input, but also accept compromises in detail due to the degree of simplification, which is why the mul-
tiplier methods are also viewed critically (Wassermann 2010, p. 188; Castedello 2014, Chapter A para. 200
f. and para. 206 with further references; Institut Wirtschaftspriifer IDW) S 1' as amended in 2008 2021,
para. 143; IDW S 1 as amended in 2008 2021, para. 144) (Ernst, Schneider, Thielen 2018, pp. 11, 298),
but are nevertheless to be recognised as “other recognised methods that are also customary in the ordinary
course of business for non-tax purposes” in accordance with § 11 (2) sentence 2, clause 1 of the Valuation
Act (Bewertungsgesetz) (Eisele 2024, § 11 BewG? para. 38).

If a certain method for determining the company value is recognised and customary in the indus-
try, the tax authorities must accept the result — provided the method was carried out in a manner that is
not objectionable; in transaction practice, the use of multiplier methods is not only common for freelance
practices, but for all companies of all sizes and industries, as multiplier methods derive the value from paid
company and share values, their valuation concept is thus similar to the derivation of the value from sales
close to the reporting date and therefore more in line with the value required for tax purposes than capital-
ised earnings values, which require a variety of typifications that are disputed in individual cases (Viskorf
2024, § 11 BewG para. 66 with further references).

Proof of customary practice should therefore generally be possible, so that § 11 (2) sentence 2 sen-
tence 2 of the Valuation Act could ensure that, contrary to the legislator’s intention, it is not the (simplified)
capitalised earnings value method but the multiplier method that becomes the practical norm in inheritance
tax valuation, since the multiplier method enjoys great popularity in non-tax valuation, which is also in
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view of the constitutional (“constitutional court” Viskorf 2024, § 11 BewG para. 66 with further references
(footnote 155)) requirement of a fair market valuation would be welcome (Viskorf 2024, § 11 BewG para.
66 with further references (footnote 155)).

The multiplier method can therefore be the common method for determining a specific value in some
sectors — particularly in the liberal professions (Grootens 2013, p. 221).

In principle, a company valuation using multiples is a highly simplified discounted cash flow valua-
tion (Ernst, Schneider, Thielen 2018, p. 225), which provides the next best indication of value if no market
prices are available (Ruthardt, Hachmeister 2023, p. 717 with further references), although the multiplier
method is based on a one-period orientation, which means that random factors can override the valuation
if they are not filtered out (valuation as at the reporting date) (Ernst, Schneider, Thielen 2018, p. 263; Sep-
pelfricke 2020, p. 332).

The company valuation on the basis of future-oriented parameters represents the most plausible option
for determining value, as future orientation appears to be the least controversial principle in the context of
company valuation, if we disregard the fact that popular valuation errors with regard to future orientation
are the lack of consideration in the planning of the company to be valued, A characteristic feature of the
multiples valuation is that it does not initially focus on the present value calculation of the discounted cash
flow method or the discounted earnings method in accordance with IDW S 1, but rather on the determina-
tion of values based on observable comparable company prices (Zwirner, Petersen 2023, p. 288).

To determine the value, the market prices collected (ultimately this is also based on a company valu-
ation using the discounted cash flow method or the discounted earnings method in accordance with IDW
S 1) of the comparable companies (e.g. enterprise value) are set in relation to certain company reference
figures (e.g. turnover) of the comparable companies and the resulting ratios (= multiplier) are then applied
to the reference figures expected for the company to be valued (e.g. turnover of the company to be valued)
(Ernst, Schneider, Thielen 2018, p. 11), whereby the provisional enterprise value is calculated from the
product of the company reference value, for example annual sales x multiplier; in the case of enterprise
value multiples, the interest-bearing net debt capital (at the beginning of the period) of the company to be
valued (already known from the weighted average cost of capital approach) must then be deducted and, in
the case of both enterprise and equity multiples, the value of any remaining non-operating assets must be
added (Lohnert, Bockmann 2023, p. 881).

The logic behind this is that the value of a company is derived from the prices paid on the market for
comparable companies or for shares in comparable companies, the so-called comparable companies, as
similar goods must in principle also have similar prices (Olbrich, Frey 2023, p. 476).

The prerequisite for similarity is that the companies are active in the same industry and have compara-
ble characteristics in terms of growth rate, competitive position, risk structure and capital costs, then mul-
tiplicators can also be determined for these companies “on a par” with the company to be valued (Lohnert,
Bockmann 2023, p. 882).

In other words, the unknown enterprise value of the company to be valued is determined using mul-
tiples derived from the known market values of other companies comparable to the valuation object; the
valuation using multiples is based on the assumption that similar companies or similar transactions must be
valued similarly to the company or transaction to be valued (Ernst, Schneider, Thielen 2018, pp. 11, 223).

RESEARCH METHODOLOGY

This study is the first of three parts and provides an introduction to company valuation using the mul-
tiples method and its characteristics, the Comparative Public Company Approach with trading multiples
and the Recent Acquisition Approach with transaction and sector multiples. As the majority of companies
are not listed on the stock exchange, the focus of this three-part series of analyses is on sector multiples,
how these are determined and which different multiples are used in practice. A distinction is made between
enterprise value and equity value multiples, to which the second part is dedicated. In the third part, the
most important enterprise value and equity value multiples are explained and evaluated in detail. The role
that non-operating assets play in the multiplier process is then analysed and the extent to which corporate
taxes and shareholders’ personal income taxes affect the company valuation process. In addition, it will
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also be shown to what extent case law recognises the multiplier method, as it can also be used effectively to
minimise the inheritance or gift tax burden via § 11 (2) sentence 2 clause 1 of the Valuation Act. Finally, a
critical appraisal of the multiplier method is provided.

RESULTS

The multiplier methods are comparative methods that calculate the company value, depending on the
market environment and whether these were share purchases or total acquisitions (Olbrich, Frey 2023, p.
476 f.), from the stock market prices of comparable companies (Comparative Public Company Approach
with trading multiples) or, for unlisted companies, from realised market prices of comparable transac-
tions (Recent Acquisition Approach with transaction or industry multiples) (Finance November/December
2023, p. 72 f.; Finance May/June 2024, p. 72 f.; Finance November/December 2024, p. 72 f.) (Serf 2005, p.
184; Ernst, Schneider, Thielen 2018, p. 11).

The company valuation using the comparative public company approach is based on the market value
of the comparable company, whereby a listed comparable company used for the valuation is required to op-
erate in the same industry as the company to be valued (Olbrich, Frey 2023, p. 477).

The comparative public company approach has its limits in the stock exchange listing, because if the
company to be valued is not listed on the stock exchange, there is no market value and therefore no possibil-
ity of comparison with other possible comparable companies listed on the stock exchange.

If the company to be valued is not listed on the stock exchange, industry multiples are helpful. These
are multiples based on empirical values from historical transactions that relate to the entire industry in which
the company to be valued operates (Olbrich, Frey 2023, p. 485 with further references).

There are the “big” industry multiples, which are determined by Finance magazine, for example; the
Finance multiples are based on market assessments by experts from mergers & acquisitions consultancies,
who provide corridors for the Earnings Before Interest and Taxes (EBIT) and sales multiples of 16 indus-
tries (Finance November/December 2023, p. 72 f.; Finance May/June 2024, p. 72 f.; Finance November/
December 2024, p. 72 f.).

In connection with the multiplier method, there is a pronounced variety of applications with regard to
both the derivation of the multipliers and the reference values to be applied, which inevitably leads to a cer-
tain range of company values (Lohnert, Béckmann 2023, p. 881).

Ruhnke lists other common industry-related multipliers below, with regional differences, customer
structure and employee qualifications, for example, being responsible for the choice of a value within the
range (Ruhnke 2002, p. 797).
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Table 1. Industry-related multipliers for determining company value

Industry/sector Annual multiplier (bandwidth)

Profit after tax Earnings before Turnover

(EAT) interest and taxes
(EBIT)

Production
Building trade 02,00 — 05,00 04,00 — 11,00 0,10-0,40
Chemistry 07,00 - 10,00 06,00 — 11,00 0,40 -0,72
Mechanical engineering 04,00 — 08,00 05,00 — 06,50 0,15-0,35
Furniture production 06,00 — 08,00 %) 0,06 - 0,32
Pharmaceuticals 10,00 — 12,00 04,00 — 06,00 0,42 -0,76
Trade
Computer trade 04,00 — 09,00 03,00 — 10,00 0,06 — 0,25
Food trade 04,00 — 06,00 03,00 - 10,00 0,08 -0,52
Furniture trade 04,00 — 06,00 03,00 - 10,00 0,12-0,36
Service
Software houses 07,00 — 10,00 (%] 0,20 -0,50
Forwarding companies 03,00 — 06,00 (%] 0,05-0,25

Then there are the “small” industry multipliers, which are used in Germany, for example, to value
small companies and freelance practices (doctors, pharmacies (Behringer 2013, p. 228), lawyers, tax con-
sultants, auditors and so on) (Olbrich, Frey 2023, p. 485 with further references); here, too, a turnover or
profit figure is multiplied by a multiplier (Lohnert, Bockmann 2023, p. 881). The multipliers are based on
industry-specific experience rates of the German Medical Association, German Bar Association, German
Chamber of Tax Consultants or the IDW (Ernst, Schneider, Thielen 2018, p. 11).

The methodology of industry multiples does not differ conceptually from the method described above
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(Lohnert, Bockmann 2023, p. 887); it also assumes that the business value can be derived on the basis of
comparable companies with the advantage that the valuer does not need to do any preliminary work to de-
termine the multiplier when using industry multiples (Olbrich, Frey 2023, p. 485 with further references).

The valuation of small companies or freelance practices using industry-specific turnover multiples, for
example, has the advantage that turnover and existing assets are usually relatively undisputed and can be
clearly determined and are not influenced by valuation options (motivated by commercial or tax law) and
that this method is often the most cost-effective and quickest to determine for small offices or practices from
a cost-benefit perspective (Ernst, Schneider, Thielen 2018, p. 10 f.).

IMPLEMENTATION/PROCEDURE MULTIPLIER PROCEDURE
The procedure for company valuation with multiples is based on the following five steps from Lohnert,
Bockmann (Lohnert, Bockmann 2023, p. 887):

Table 2. Procedure for multiplier valuation

Step 1 Step 2 Step 3 Step 4 Step 5
Company analysis Multiplier Reference Multiplier Valuation
selection selection .
calculation

Analysing the company | ppierprise value | Comparable listed | Collection of financial | Calculation of the

multipliers (EV) | companies data enterprise value
Adjustment of past Equity value Comparable Adjustment of Interpretation of the
financial data multiples (MC) | transactions financial data results

Forecast of future

) Use of industry multiplier
financial data

So that comparable companies can be selected later, the status quo of the company to be valued must
first be analysed on the basis of the financial data (e.g. annual financial statements), then the past financial
data must be adjusted or corrected for extraordinary or one-off results; if the valuation is to be based on
future financial years, the results must be forecast (estimated); in the second step, suitable multiples are
selected; in principle, a distinction is made between enterprise value multiples (the numerator is the mar-
ket value of the equity plus the interest-bearing net debt; One of the most frequently used enterprise value
multiples is based on the reference figure EBIT or sales) and equity value multiples (the numerator is the
market value of equity; One of the best-known equity value multiples is the price/earnings ratio, where the
share price per share is set in relation to earnings per share). In the third step, a distinction is made between
comparable companies within the industry (with comparable sales, earnings, size, capital structure, legal/
political framework, country), This is also referred to as the Comparative Public Company Approach in
the case of stock market listings or prices paid in company transactions, the so-called Recent Acquisition
Approach; in the fourth step, the multiples of the comparable companies or transactions are determined;
the data required for this can be obtained, for example, from annual financial statements published in the
Federal Gazette or company register (Ernst, Schneider, Thielen 2018, p. 248 f.), annual and interim reports,
share analyses with corresponding earnings estimates can be used when focusing on future results, and
information on transactions can be obtained from press research or special databases, for example; in order
to minimise the influence of “comparable company outliers”, it is advisable to use a median calculation
instead of an average multiple when calculating multiples, or by referring to industry multiples that skip the
third and fourth steps; in the fifth step, the results are determined, i.e. the multiples obtained are applied
to the reference value of the company to be valued, the product represents the enterprise value (in the case
of equity multiples, the enterprise value is calculated directly; in the case of enterprise value multiples, the
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interest-bearing net debt capital on the valuation date must be deducted and the value of any non-operating
assets must be added to both the enterprise valuation with enterprise and equity multiples) (Lohnert, Bock-
mann 2023, pp. 881, 887 ff.).

TRAINING OF MULTIPLIERS
Formulaic mapping of enterprise value and equity value multiples (Ernst, Schneider, Thielen 2018,
pp- 224, 228):

Enterprise value multipliers (EV): (1)
Enterprise value of comparable company(EV.,yp) — Multinli
Reference figure of comparable company (Turnover, EBIT) uitiptiety
2
Reference figure of subject company (Turnover, EBIT) X Multipliery, = EV_;,,
A3)
Equity,,; = EV.gpy — Net Debt,,,,, + Non — operating Assetsgsrer i
Equity-Value-Multiplikatoren (MC): (4)
Equity value of comparable company (EQ.omy) L.
- - = Multiplier;,
Reference figure of comparable company (Net income) (5)
Reference figure of subject company(Net income) x Multipliery = EQgomy
(6)
Equity,y; = EQuomp + Non — operating AssetS,srey rax
Multipliery
Multiplier for comparable companies
E %omp
Market value of total capital (= equity + debt)
Net Debt om,

Market value of interest-bearing net debt

Non — operating AssetSyyier tax

Liquidation value or present value of the expected
liquidation proceeds from the sale of non-operating
assets after corporate taxes (corporation tax plus sol-
idarity surcharge + trade tax) and personal income
taxes of the shareholders (income tax plus solidarity

surcharge)

Equityqq;
Market value of equity including the value of non-op-
erating assets (= enterprise value)

E Qcomp

Market value of equity excluding the value of non-op-
erating assets
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The multiplier method is essentially based on the logic of a simple rule of three, i.e. a certain ratio of
the comparable company (value/reference value) expressed by the multiplier is multiplicatively linked to
the corresponding reference value of the company to be valued and thus transferred to it (Olbrich, Frey
2023, p. 479 1.).

Key figures from the balance sheet, the income statement, the cash flow statement or other key fig-
ures, such as product quantity-related multipliers (order quantity of goods) (Bysikiewicz, Seebeck, Zwirner
2023, p. 390 with further references) of the company can serve as reference figures) of the company, it is
important that both components — value and reference figure — are meaningfully related to each other, the
concept of profit in particular is “blurred”, turnover is a figure that comes before expenses or, if applicable,
before accounting policy measures, the formation of multipliers is based on the basic assumption that there
is a linear relationship between the company value and the reference figure used, certain assumptions are
therefore made when selecting the reference value, namely that comparable relationships exist between
the company to be valued and all comparable companies with regard to all factors that are not included in
the reference value, whereby the multiples are all static in their approach, i.e. the valuation is based on the
reference value of a specific (current or representative) year (Ernst, Schneider, Thielen 2018, p. 225).

In addition to the financial benchmarks, non-financial or operational benchmarks can also be used if
this seems plausible in light of the industry in which the company operates or if the company has not yet
generated any profits, for example the number of customers of the peer company or the number of website
visitors per day (Olbrich, Frey 2023, p. 479).

CONCLUSION

This study on company valuation using the multiplier method has produced the following four results:

1. Multiplier methods are often used in practice as company valuation methods because they are easy

to handle and quickly produce a company value.

2. If the multiplier method is recognised as a company valuation method in an industry and is typical
for the industry, it can even be used to minimise the company value and the inheritance or gift tax
burden via § 11 (2) sentence 2, clause 1 of the Valuation Act.

3. Ultimately, it does not matter whether the unknown enterprise value is determined from the stock
market prices of comparable companies (Comparative Public Company Approach with trading
multiples) or, for unlisted companies, from the realised market prices of comparable transactions
(Recent Acquisition Approach with transaction or industry multiples), because at some point some-
one has to determine the numerator (enterprise value of the comparable company) of the multiple
for the comparable company using the significantly more complex discounted cash flow method or
the discounted earnings method in accordance with IDW S 1.

4. Only then can the unknown enterprise value of the company to be valued be determined using the
multiplier for the comparable company and the multiplier method becomes an easy-to-use proce-
dure.

NOTES
1. IDW S 1 is a valuation standard published by the Institut der Wirtschaftspriifer in Deutschland e.V. (IDW), the
Institute of Public Auditors in Germany. It provides principles for conducting company valuations in a consistent and
standardized manner.
2. BewG is an abbreviation of Bewertungsgesetz in German, which means Valuation Act.
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OIIEHKA HA JIPYKECTBA 110 METOJA HA MYJITHUIVIMKATOPA
B HACJIEACTBEHOTO ITPABO HA TEPMAHUSA — YACT /111

Peztome: Hacmoswomo npoyusane OMHOCHO OYeHKAMA HA OpYHCeCcmed upe3 CPAGHUMENHUS UIU
MYTMUNIUKAMOPHUSA MeMOO e nbpeama om oowo mpu yacmu. I11opaou nonyiaprocmma my 6 npaKmukama
2EPMAHCKOMO HACIe0CMEeHo npaso ,,mpadeawe “ 0a 0ONycHe MYIMUNIUKAMOPHUSA MemOoO Kamo Memoo
3a oyewka Ha Ou3Heca, ako mMou e npusHam u obuuaen 6 ompacwvia. Heuzeecmunama cmotinocm ua
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Npeonpusmuemo, Koemo ce OyeHa6d, ce Onpeoens upe3 MYIMUNIUKAMOPU, U36e0eHU Om U38eCmHUume
nasapHu CMouHOCMuU Ha Opy2u npeonpusmus, cpaguumu ¢ ooekma na oyenxkama (Ernst, Schneider, Thielen
2018, pp. 11, 223). Cneo mosa cmotinocmma Ha npeonpusimuemo ce onpeoeis uiu om b6opcogume yeHu Ha
CcpasHumu npeonpusmus (CpasHumesneH nooxoo0 3a nyOIUYHU OPYHCECMBA C MbPLOBCKU MYTMUNIUKATNOPU),
UNU 34 HEKOMUPAHU OPYHCECMEa — Om peanrusupaHume nazapHu YyeHu Ha CpasHumMu cOenku (nooxoo Ha
CKOPOUIHO npudobusane ¢ mpaucakyuonHu uiu ompaciosu myrmuniuxamopu) (Serf 2005, p. 184, Ernst,
Schneider, Thielen 2018, p. 11). Ilpoyedypama 3a onpedenane Ha MyIMUNIUKaAmMopume e npeocmagena 6
nem cmwvnku. [Ipasu ce ocHo8HO pazepanuierue mexcoy MHOICUmenu Ha CMmouHOCMma Ha Npeonpusimueno
U MHOJMCUMeNnU Ha cmouHocmma Ha coocmeenus kanuman (Lohnert, Bockmann 2023, pp. 881, 887 ff.).
Ilpedcmasena e ¢hopmynna unocmpayus Ha MHOMICUMEIUMe HA CMOUHOCMMA HA NPEONnpUAMUemo u
MHOdMCUmenume Ha CMOUHOCMMA HA cOOCMEEHUS KANUMAL.

Knrwuoeu oymu: nooxoo na conocmagumu nyoIuuHu Opysircecmea, 3aKoH 3a 0aHbKA 8bPXY HACIe0Cmeama,
MemoO Ha MHOdCUmMenume; N00X00 Ha CKOPOULHU NPUOOOUBAHUSL, OYEHKA HA OPYIHCeCmEa

I'eopr MapTun AMaH, JOKTOpPaHT
VYHHBEpCUTET 10 OMOIMOTEKO3HAHUE U MH(OPMAIIHOHHU TEXHOJIOTUU
E-mail: g.amann@amann-stb.de
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Abstract: The aim of this research is to shed light on employee dual (i.e., positive and negative) consequences
of ambidextrous leadership, a leadership style that is highly relevant in today’s business environment
(Kafetzopoulos, 2022). Until now, research has regarded ambidextrous leadership as a purely positive
phenomenon for employees and has predominantly examined its impact on their innovative behaviors. This
study looks at both positive and negative employee consequences and incorporates essential behavioral
employee variables. Employees (N = 148) from various industrial sectors completed an online survey.
Data was analyzed thorough hierarchical regression analyses and PROCESS macro bootstrapping
methods. Results partly provided support for the proposed hypotheses. There was evidence for several
positive employee consequences (reduced role stress and subsequently reduced CWB, increased affective
commitment, increased OCB). Against the initial reasoning, there was no indication that ambidextrous
leadership is detrimental for employees and their work behaviors.

Keywords: Ambidextrous Leadership; Opening and Closing Leader Behaviors; Employee Consequences

INTRODUCTION

Ambidextrous Leadership

Disruptive technological changes, market volatility, and the acceleration of global competition
navigate today’s business environment (Kraft, 2018; Wang et al., 2022; Zarb et al., 2017). To survive,
organizations must operate in a way that fits this complex and rapidly changing business environment. They
must foster innovation and flexibility while at the same time focusing on efficiency and stability (Kraft,
2018). In response to this new challenge, ambidextrous leadership was introduced (Rosing et al., 2011).
It encompasses a leader’s engagement in two distinctive, yet complementary leadership activities, namely
opening and closing leader behaviors (Rosing et al., 2011; Zacher & Wilden, 2014).

Opening leader behaviors refer to leader behaviors that increase the variability of employees’ behaviors
and result in their exploration activities (e.g., experimentation, discovery, risk taking; Kraft, 2018; Rosing
et al., 2011; Rosing & Zacher, 2023). In contrast, closing leader behaviors relate to leader behaviors that
decrease the variability of employees’ behaviors and initiate their exploitation activities (e.g., focus on
control, standardization, corrective actions, routines; Kafetzopoulos, 2022; Rosing et al., 2011; Zacher &
Rosing, 2015). An ambidextrous leader flexibly switches between both leader behaviors dependent on the
situation (Rosing et al., 2011).

Research Gap and Aim

Research on ambidextrous leadership has mainly focused on innovation outcomes with the prevailing
assumption that ambidextrous leadership is beneficial for employees’ innovative performance (e.g.,
Zacher & Rosing, 2015; Zacher & Wilden, 2014). This perspective is insufficient. First, it implies that
ambidextrous leadership is exclusively positive for employees. Second, the focus on employees’ innovative
performance as the predominant outcome variable of ambidextrous leadership has led to a neglect of other
important employee performance dimensions. One study I conducted as part of my doctoral dissertation
investigated employee dual (i.e., positive and negative) consequences resulting from ambidextrous
leadership. In addition, two important performance variables (organizational citizenship behavior (OCB);
counterproductive work behavior (CWB)) were considered. The study also integrated several moderator
variables and supplementary insights. For this publication, only the main findings are presented. For a
comprehensive theoretical and empirical view, refer to my dissertation.
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Positive-Consequences Model

Self-determination theory proposed that all individuals have three universal psychological needs, namely
autonomy, competence, and relatedness (Ryan & Deci, 2000). The author suggests that opening leader
behaviors fulfill employees’ need for autonomy as the leader increases employees’ behavioral variability
(i.e., exploration; Rosing et al., 2011) and grants employees with ownership of their behaviors (Shao et al.,
2019). Closing leader behaviors, on the other hand, fulfill employees’ need for competence as they decrease
employees’ behavioral variability and allow employees to operate within routines and repetitive tasks,
where they feel particularly efficient and competent (Shao et al., 2019; Zacher & Rosing, 2015). There is
empirical support that psychological need fulfillment in turn increases employees’ (affective) commitment
(e.g., Mathieu & Zajac, 1990; Stan and Virga, 2021). Based on this, the author hypothesizes:

Hypothesis 1. Ambidextrous leadership is positively related to employee affective commitment.

Employees with high affective commitment feel emotionally attached to their organization (Meyer &
Allen, 1984; Meyer et al., 1993). Therefore, it lies in their sincerest interest to do what they possibly can
to help their organization (Meyer et al., 1993; Yousef, 2000). Moreover, as employees with high affective
commitment feel favorably treated by their organization (Meyer & Allen, 1984), they want to reciprocate
through their own positive behaviors (Morin et al., 2011; Organ, 1988), as underpinned by social exchange
theory (Blau, 1964). Therefore, employees with high affective commitment are more likely to engage in
OCB. There is evidence for a positive relationship between employee affective commitment and OCB (e.g.,
Bakhshi et al., 2011; Meyer et al., 2002; Morin et al., 2011). A replication is expected:

Hypothesis 2. Employee affective commitment is positively related to employee OCB.

Linking hypothesis 1 and 2, affective commitment is proposed as the underlying mechanism (see
Figure 1):

Hypothesis 3. Ambidextrous leadership has a positive indirect effect on employee OCB via employee
affective commitment.

i + +
Ambidextrous Affective Commitment

Leadership [ | >

oCB

Fig. 1. Positive-Consequences Model

Negative-Consequences Model

The leader’s engagement in both opening leader behaviors (i.e., employee exploration) and closing
leader behaviors (i.e., employee exploitation) imposes cognitive challenges on employees. Exploration and
exploitation require employees to utilize different ways of thinking (divergent vs. convergent thinking; Good
& Michel, 2013) and follow paradoxical cognitive agendas (Keller & Weibler, 2015; Laureiro-Martinez
et al., 2010). Consequently, employees are likely to experience role stress (Wang et al., 2021). Wang et al.
(2021) found that ambidextrous leadership is positively related to employees’ role ambiguity, however in a
purely Chinese context. This study proposes a positive effect of ambidextrous leadership on employee role
stress in a context outside of China:

Hypothesis 4. Ambidextrous leadership is positively related to employee role stress.

When experiencing role stress, employees need to invest a greater number of resources (e.g., attention,
focus, time, energy) to make sense of situations marked by complex information intake, cognitive confusion,
contradictory expectations, and behavioral difficulties (Zhao et al., 2018). Based on conservation of
resources theory (Hobfoll, 1988, 1989), employees are thus more likely to engage in CWB to save and
restore their resources. First, are no longer able to invest an adequate number of resources (e.g., time, self—
discipline, energy) to control their behaviors. Second, CWB may maladaptively help employees to attain
new resources (e.g., sense of control; Zhao et al., 2018). Research has found positive associations between
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various job stressors and employees’ CWB engagement (e.g., Fox et al., 2001; Penney & Spector, 2005).
Thus, it is hypothesized:

Hypothesis 5. Employee role stress is positively related to employee CWB.

Linking hypothesis 4 and 5, role stress is regarded as the underlying mechanism (see Figure 2):

Hypothesis 6. Ambidextrous leadership has a positive indirect effect on employee CWB via employee
role stress.

Ambidextrous + *

Leadership =~ [-------mmemeeeev RoleStress | >

CWB

Fig. 2. Negative-Consequences Model

RESEARCH METHODOLOGY

Procedure and Sample

SoSci Survey was used to distribute the survey (Leiner, 2019). Participants were recruited from
the researcher’s professional and private networks (convenience sampling) and via SurveySwap. The
participation requirements included a minimum age of 18, a good grasp of written English, not being
self-employed and having a supervisor above them. The final sample comprised N = 148 participants. A
prevailing part of participants (73.6%) was younger than 40 years and more than half of the participants
(55.4%) were female, compared to 43.2% male participants (rest third gender/non—binary, or preferred not
to say). Participants were employed in various industries, such as technology (16.9%), healthcare (16.9%),
education (14.9%), finance (12.8%), and manufacturing (10.8%). Most participants have been employed in
their current organization for up to four years (62.2%) and a quarter of participants (25.0%) was employed
in organizations with more than 1,000 employees.

Measures

For ambidextrous leadership, the researcher used two 7-item scales (opening and closing leader
behaviors)based on Rosingetal.’s (2011) classical conceptualization of ambidextrous leadership. Participants
indicated their agreement on a 5-point Likert scale ranging from 1 (“not at all”) to 5 (“frequently, if not
always”). Sample times were “My leader allows different ways of accomplishing a task” (opening leader
behavior) and “My leader controls adherence to rules” (closing leader behavior). Cronbach’s alpha for
the scales was .89 and .85. When testing the hypotheses, the multiplication term of both scales was used
(Rosing & Zacher, 2023; Wang et al., 2021).

For affective commitment, the 6-item scale developed by Meyer et al. (1993) was adopted. Participants
indicated their agreement on a 7-point Likert scale ranging from 1 ( “strongly disagree”) to 7 (“strongly
agree”). A sample items was “This organization has a great deal of personal meaning for me.” Cronbach’s
alpha was .85. For role stress, the 14-item scale developed by Rizzo et al. (1970) was used. Participants rated
their agreement on a 6-point Likert scale ranging from 1 (“strongly disagree”) to 6 (“strongly agree”). A
sample items was “At work, I know exactly what is expected of me (R).” Cronbach’s alpha was .83.

For OCB, the 13-item scale developed by Williams and Anderson (1991) was used. A sample item
was “I adhere to informal rules devised to maintain order.” Cronbach’s alpha was .70. For CWB, the 19-
item scale from Bennett and Robinson (2000) was utilized. A sample items was “I acted rudely toward
someone at work.” Cronbach’s alpha was .92. For both OCB and CWB, participants rated their agreement
on a 5-point Likert scale ranging from 1 (“never”) to 7 (“daily’’). Control variables were age, gender, and
industry.

RESULTS
All statistical analyses were performed in IBM SPSS Statistics (version 30.0) and both models were
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tested subsequently. To test the direct effects (Hypothesis 1, 2, 4, 5), hierarchical regression analyses were
conducted. In step one, the control variables were entered in the model. Then, in step two, the variable
of interest was added and examined whether significantly more variance of the dependent variable was
explained. Further, the indirect effects (Hypothesis 3, 6) were tested by employing PROCESS macro
bootstrapping methods (10,000 samples) for SPSS (Hayes, 2018). Means, standard deviations, and
correlation coefficients of all study variables are displayed in Table 1.

Table 1. Means, Standard Deviations, and Correlations for Study Variables

Variable M SD 1 2 3
1.AL 4.13 -

2.AC 1.36 307 -

3.0CB 0.45 217 217 -
1.AL 4.13 -

2.RS 0.70 -36" -

3.CWB 0.94 -.14 25" -

Note. N = 148. AL = ambidextrous leadership. AC = affective commitment. RS = role stress.
The upper section depicts the positive, the lower the negative consequence model.
p<.05."p<.01."p <.001. (two-tailed).

Positive-Consequences Model

For Hypothesis 1, the final model (step 2) was significant with (4, 143)=7.67, p <.001, R’=.18.
Table 2 yields the results. Ambidextrous leadership significantly predicted employee affective commitment,
B=0.11, p <.001. Hence, Hypothesis 1 could be supported.

Table 2. Results from Hierarchical Regression Analysis Predicting Affective Commitment

Step 1 Step 2
B 95% CI t B 95% CI t

Constant 3.75"* [2.78; 4.72] 767 2.12™ [0.97; 3.28]

Age 0.33" [0.09; 0.57] 2.68 042 [0.19; 0.65] 3.62
Gender 0.10 [-0.31; 0.52] 0.50 0.12 [-0.27; 0.51] 0.62
Industry [-0.19; 0.05] -1.15 -0.07 [-0.19; 0.05]

AL 0.117 [0.06; 0.17] 4.51
R? 06 18

30



Selina Hehl

AR? .06 12
F 3.04 7.67"
Note. N = 148. AL = ambidextrous leadership; B = unstandardized regression coefficient; Cl=

confidence interval around B; 4R’ = change in R°. Standard errors (B) in parentheses.
p<.05."p<.01.""p <.001. (two-tailed).

For Hypothesis 2, the final model (step 2) was significant with F(4, 143) = 3.87, p = .005, R* = .10.
Table 3 displays the results. Employee affective commitment significantly predicted employee OCB, B =
0.08, p =.007. Thus, Hypothesis 2 could be supported.

Table 3. Results from Hierarchical Regression Analysis Predicting OCB

Step 1 Step 2
B 95% CI t B 95% CI t

Constant 3.25™ [2.93; 3.58] 19.88  2.97" [2.60; 3.35]
Age 0.06 [-0.03; 0.14] 1.35 0.03 [-0.05; 0.11] 0.75
Gender 0.02 [-0.11; 0.16] 0.35 0.02 [-0.12; 0.15] 0.24
Industry 0.05" [0.01; 0.09] 2.39 0.06™ [0.02; 0.10] 2.69
AC 0.08™ [0.02; 0.13] 2.76
R .05 10
AR’ .05 .05
F 2.51 3.877

Note. N = 148. AC = affective commitment; B = unstandardized regression coefficient;
CI = confidence interval around B; AR’ = change in R°. Standard errors (B) in parentheses.
p<.05."p<.01l.""p <.001. (two-tailed).

For Hypothesis 3, the first part of the model was significant with F' (4, 143) =7.67 and p<.001,
R? = .18. Ambidextrous leadership significantly predicted employee affective commitment, B = 0.11, p <
.001. Furthermore, the second part of the model was also significant with F (5, 142) = 4.09 and p = .002, R’
=.13. However, employee affective commitment did not significantly predict employee OCB, B=0.05, p =
.066. Results did not reveal an indirect effect of ambidextrous leadership on employee OCB via employee
affective commitment, B = 0.01, 95% CI [-0.01; 0.01]. Hypothesis 3 could not be supported. Notably, the
direct effect of ambidextrous leadership on employee OCB was significant, B = 0.02, 95% CI [0.01; 0.04].

Positive-Consequences Model
For Hypothesis 4, the final model (step 2) was significant with F(4, 143) = 5.53, p <.001, R?*=.13.
Table 4 shows the results. Ambidextrous leadership significantly predicted employee role stress, B = -0.06,
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p <.001. However, ambidextrous leadership turned out to negatively predict employee role stress. Hence,
hypothesis 4 could not be supported.

Table 4. Results from Hierarchical Regression Analysis Predicting Role Stress

Step 1 Step 2

B 95% CI t B 95% CI t
Constant [2.61; 3.62] 12.12 [3.37; 4.58]
Age 0.02 [-0.10; 0.15] 0.38 -0.03 [-0.15; 0.10]
Gender [-0.33; 0.11] -0.98 -0.12 [-0.32; 0.09]
Industry 0.01 [-0.06; 0.07] 0.19 0.01 [-0.06; 0.07]  0.16
AL [-0.09; -0.03]
R’ .01 A3
AR? .01 12
F 0.42

Note. N = [48. AL = ambidextrous leadership; B = unstandardized regression coefficient;
CI = confidence interval around B; 4R’ = change in R’. Standard errors (B) in parentheses.
p<.05. "p<.01."p <.001. (two-tailed).

For Hypothesis 5, the final model (step 2) was significant with F(4, 143) =4.09, p =.004, R?*=.10.
Table 5 yields the results. Employee role stress significantly predicted employee CWB, B=031,p

=.005. Thus, Hypothesis 5 could be supported.
Table 5. Results from Hierarchical Regression Analysis Predicting CWB

Step 1 Step 2
B 95% CI t B 95% CI t
Constant [1.88; 7.51 [0.65;
3.22 2.51
Age ][-0.20; -0.31 -0.03 ][-0.20;
0.14 0.13
Gender ][—0.67;— -2.63 ][—0.63;
0.10 -0.07
Industry ][ -0.10; -0.23 -0.01 []— 0.10;
0.08] 0.07]
Role stress [0.10;
031" 0.52] 2.88
R? .05 )
.1
AR? .05 0
.05
F 2.56
4.09™
Note. N = 148. B=unstandardized regression coefficient; CI = confidence interval around B; AR?

= change in R’. Standard errors (B) in parentheses.
p<.05."p<.01.""p<.001. (two-tailed).
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For Hypothesis 6, the first part of the model was significant with F' (4, 143) = 5.53 and p <.001, R? =
.13. Ambidextrous leadership significantly predicted employee role stress, B =-0.06, p <.001. The second
part of the model was also significant with F' (5, 142) = 3.39 and p = .006, R’ = .11. Employee role stress
significantly predicted employee CWB, B = 0.28, p = .017. Results supported a significant indirect effect
of ambidextrous leadership on employee CWB via employee role stress, B =-0.02, 95% CI [-0.03; -0.01].
The indirect effect turned out to be negative, thus not supporting hypothesis 6. Notably, the direct effect of
ambidextrous leadership on employee CWM was not significant, B = -0.02, 95% CI [-0.05; 0.02].

CONCLUSION

The aim was to investigate employee consequences, both positive and negative, resulting from
ambidextrous leadership. The empirical results strengthened the established view that ambidextrous
leadership is beneficial for employees. First, the positive-consequence model revealed affective commitment
and OCB (although direct, not indirect) as positive employee consequences of ambidextrous leadership.
Second, against the initial assumption, ambidextrous leadership was found to reduce employee role stress
and subsequently also result in /less CWB. That way, the proposed negative-consequence model unexpectedly
turned out as positive-consequence model. The findings contribute to the literature on ambidextrous
leadership by adding several positive employee outcomes (see Figure 3). Practitioners such as consultants,
human resources managers, and leadership development trainers can utilize these findings to underpin the
importance of ambidextrous leadership.

Affective Commitment

i - +
Ambidextrous Role Stress > CWB

R i

Leadership

OCB

Fig. 3. Positives Employee Consequences of Ambidextrous Leadership
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JIBOMHM MOCJIEJIAIIA 3A CAYXKUTEJIUTE OT
AMBUJIEKCTPAJIHOTO JIUJAEPCTBO

Pesztome: [lenma na moea npoyusamne e 0a ce X8bpiu CEEMIUHA BbPXY O8OUHUME (M.e. NOIOHCUMETHU U
ompuyamentu) NOCIeOUYU 3a CrylHcumenume om amoudekCmpaIHomo auoepcmeo — IU0epcKu CIMu, Koumo
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e UBKIIoYUmenHo akmyaien 8 onewnama ousnec cpeoa (Kafetzopoulos, 2022). /loceca uscneosanusma
pasenexicoaxa amoudeKCmpaitHomo 1uoepcmeo Kamo YUCmo NOLOHCUMENHO A6leHUe 3a CLylcumenume u
NPEOUMHO ce hOKYCUPAXA 8bPXY 8b30eUCNBUEHIO MY 8bPX) MAXHOMO UHOBAMUBHO noedeHue. Hacmosiuomo
uzcned8ame pasenencoa KaKkmo noaioAcumenHume, maxka u Ompuyamenrume noCi1eOUYU 3a Cyxcumenume u
BKIII0U6A CbUeCmEeHU N0Ge0eHYeCKU npomerausu na cayxcumenume. Cnyscumenu (N = 148) om paznuunu
UHOYCIMPUATHU CEKMOPU NONBIHUXA OHAAUH npoyueane. /lanHume 05Xa aHAIUUPAHU Ype3 3d0bIO0YEeHU
uepapxuyHu peepecuontu ananuzu u makpomemoou na PROCESS bootstrapping. Pesynmamume yacmuyno
noOKpenuxa npeoiodcenume xunomesu. Hanuye ca ooxasamencmea 3a HAKOIKO NOLONCUMENHU NOCTeOUYU
3a cayacumenume (Hamansaeane Ha ponesus cmpec u enocieocmeue namanasane na CWB, ysenuuasane na
agexmuenama aneaxcupanocm, yeenuuasare Ha OCB). I[Ipomusno na nvpeonauanrHume pazcvicoeHus,
HAMAUe UHOUKAYUU, Ye aMOUOeKCMPATHOMO TU0epCmEo0 e 8PeOHO 3d CLyHCUmenume u msaxHomo mpyooeo
noseoexue.

Knwuoeu oymu: ambuoekcmpanino auoepcmeo; omeapawjo U 3ameapaujo JIUOEPCKO nosedeHue;
nOCIe0CmBUs 34 CyHcumenume

Ceauna XeJ1, JOKTOpPaHT
YHUBepcHUTET N0 OUOIUOTEKO3HAHUE U MH(POPMAIIMOHHH TEXHOJIOTHH
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Abstract: Digitalization is the key drive of innovation and growth for companies and economies. The focus
is on efficiency gains, flexibilisation and better use of resources. Digitalization is increasingly associated
with cyber-physical systems, and this represents a considerable challenge in terms of implementation.
Studies indicate that the implementation success of this type of project is stagnating, which leads to the
conclusion that new implementation approaches are needed. The following questions therefore need to be
researched.:

o Which fundamental, implementation-relevant dimensions need to be considered in digitalization projects
with cyber-physical systems?

o Which frameworks exist to support the implementation of digitalization projects with cyber-physical
systems, which dimensions do they offer and how high is the coverage with the required, implementation-
relevant dimensions?

In the first step, all dimensions were identified that are related to digitalization in a business context. In

the second step, digitalisation-related frameworks were analysed and evaluated in the third step. “Systems

Engineering GfSE/INCOSE — ISO/IEC 15288 emerged as a convincing framework.

This theoretical research forms the basis for subsequent empirical research to create a framework for

implementation recommendations for digitalization with cyber-physical systems.

Keywords: Digitalization; Cyber-physical Systems; Implementation; Frameworks

INTRODUCTION

Digitalization and digital transformation is a growth driver in the economy. According to a survey,
the business benefits and the goals and expectations that companies associate with digitalization are
improvements in strategic competitive position, fulfilment of customer wishes, redesign of work processes,
redesign/redefinition of business models, stronger customer loyalty, cost savings and enabling new forms
of collaboration (cf. Wintermann et al. 2020, p. 56).

Digitization basically has two perspectives. Firstly, the purely technical view of how analogue signals
are converted and stored into machine-readable data and information as well as data processing and
transmission processes with the help of control devices, computers, software and more (cf. Miiller-Brehm/
Otto/Puntschuh 2020, p. 4). The second view of digitalization concerns how we as individuals and society
deal with digitalization in our everyday lives. In other words, the effectiveness of the interaction with and
through people, the corresponding technologies and the design and use of applications (cf. Miiller-Brehm/
Otto/Puntschuh 2020, p. 5). In addition, digitalization is increasingly being linked to cyber-physical systems.
Cyber-physical systems (CPS) are systems in which information and software technology is connected to
mechanical components, with data transfer and exchange as well as monitoring and control taking place in
real time via a network such as the internet. Key components are mobile and movable equipment, devices
and machines (including robots), embedded systems and networked objects (Internet of Things) (cf. Bendel
2021). This poses a challenge in terms of implementation.

When it comes to the success rate of digitalization projects, studies have shown that, depending on the
question, over 40% (cf. NTT DATA Business Solutions 2024, p. 48) of digital transformation objectives are
not achieved and up to 70% of digitalization projects fail (cf. Forth/Reichert/de Laubier/Chakraborty 2020).
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RESEARCH METHODOLOGY

The following questions therefore need to be explored:

e  Which fundamental, implementation-relevant dimensions need to be considered in digitalization
projects with cyber-physical systems?

e Which frameworks exist to support the implementation of digitalization projects with cyber-
physical systems, which dimensions do they offer and how high is the coverage with the required,
implementation-relevant dimensions?

Theoretical research will be carried out to answer this question. Based on existing specialized literature,

relevant facts will be developed using methods of concentric circles and keyword searches.

Only the part of the theoretical research that forms the basis for the subsequent empirical research is

presented in this publication.

RESULTS

Identification of dimensions from the business context:

The first step was therefore to identify all relevant dimensions that come into contact with digitalization
in a business context.

Here is an excerpt of identified dimensions:

In principle, all concepts of business economics must be considered during digitalization. Here, the
focus is not only on the current, operational business, but also on the future. Strategic, planning and design
issues are also part of business economics (cf. Hofmann A. 2016). Innovation management is also a core
activity. This involves the design of new products, new processes in the sense of a technical procedure,
new services and the design of a combination of the aforementioned. In addition, these approaches are
supported by the use, provision and further development of technology-oriented approaches (cf. Mohrle
2018). Organizational management is also an instrument and core element of business administration for
corporate management and serves to achieve corporate goals and their value creation (cf. Bach et al. 2017,
p. 1). A wide variety of project management methods are available for the operational implementation of
digital projects. The field of tension of business-IT alignment encompasses organization, business processes
and IT (cf. Masak 2006, p. 10). Interoperability is another specific feature of digitalization. Interoperability
refers to the ability of a system to work together with other systems (cf. Johner 2023). Digital leadership
is about specific knowledge and the associated expertise relating to digital value creation. In addition to
technical and social skills, digital skills will also be essential in the future (cf. Kollmann 2022, p. 10). The
skills of social competence include communication skills, conflict behaviour, empathy, cooperation skills,
assertiveness, flexibility of action and self-control (cf. Kanning 2002). Due to the lack of emphasis, many
players do not realize that the digital transformation requires compliance with many legal regulations,
provisions and standards, especially in connection with cyber-physical systems. Safety, security and privacy
are often equated in terms of terminology. However, they differ extensively in their meaning in terms
of definition and environment as well as possible threats, risks, attack scenarios, avoidance and defence
strategies (cf. Schmid/IAS 2018) and always go hand in hand with ensuring protection against undesirable
behaviour. Using and coordinating the dimensions mentioned so far already gives an idea of the complexity
of digitalization. Complexity generally defines the totality of all interdependent features and elements that
are part of a diverse but holistic relationship structure (system). Complexity is understood to mean the
variety of possible behaviours of the elements and the variability of the courses of action (cf. Feess 2018).

Identification of relevant frameworks

The second step was to examine frameworks that are related to digitalisation or cyber-physical systems
to identify further dimensions. Enterprise architectures (EA) are a special type of framework for optimizing
a company regarding the alignment of digital approaches, from design to implementation and integration
of digitalization. EA frameworks are defined as a logical structure for classifying and organizing complex
information. Enterprise architecture frameworks help to implement the business strategy, considering
IT strategies, technology deployment and business requirements across all the company’s specialist
departments. The presentation on the developments and interrelationships of EAFs (see Matthes 2011, p.
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56) was used as a basis and supplemented with further developments.
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Fig. 1. Development of EA frameworks (own illustration based on Matthes 2011)

The presentation does not claim to be exhaustive. Each framework focuses on specific aspects of the
transformation and uses different methods to achieve its goal. Trend-setting, newer or very different EA
frameworks (FW) were used for the analysis:

FW 1 = St. Gallen Business Engineering Framework / Navigator BEN

Business engineering is understood as “business engineering”, i.e. the approach provides models and
methods for the development mode “change the business”. Fundamental changes are often triggered by
technological innovations, primarily in the field of information and communication technology (see Osterle/
Winter/Brenner 2011, p. 2).

FW 2 = Systems Engineering GfSE/INCOSE — ISO/IEC 15288

Systems Engineering (SE) is an interdisciplinary team approach to the realization of complex systems.
SE focusses on product development. The aim is to define, implement and verify customer requirements and
functionalities as early as possible in the development process to obtain registration, i.e. product approval
for the market from the relevant authorities (cf. GISE 2017, p. 2).

FW 3= Scaled Agile Framework (SAFe)

The scaling agile framework, an agile concept for the methodical organization of software development.
As a framework, SAFe provides methodological knowledge in the form of a documented process model
and tried-and-tested process patterns (cf. Block 2023, p. 60).

FW 4 = Digital Transformation Management Frameworks DTMF

DTM framework is representative of one of many that are created and promoted by consulting firms.
This takes a holistic perspective and places digital innovations at the centre. Transformation strategies are
used to consider ideas for new products and processes as well as the adaptation of structures, systems and
cultures in the context of the financial framework and technological possibilities (cf. Hess 2022, p. 6).

FW 5 = Zachman framework
One of the oldest representatives of enterprise architecture frameworks is the Zachman Framework.
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Zachman recognized that information systems entailed a complexity that had to be mapped through clear
classifications and interfaces, which should be represented by a kind of architecture of the IT components.

The approach is that the questions “what”, “how”, “when”, “who”, “where” and “why” must be answered
(see Schweda C. 2024, p. 243).

FW 6 = TOGAF (The Open Group Architecture Framework)

The core task of “TOGAF” is to shape transformation. The core element of TOGAF is the Architecture
Development Method (ADM), a model consisting of 10 phases for architecture planning, architecture
development, architecture implementation and, if necessary, adjustments (cf. The Open Group 2022, p. 17).

FW 7 = HISA Health Information System Architecture — ISO 12967 and FW 8 = WHO Guideline are
industry-specific frameworks from the healthcare sector and are representative of regulated domains, as this
was the subject of the research.

Identification and evaluation of dimensions from relevant frameworks:

In the third step, a matrix was created with all the dimensions identified from the previous analysis of
the respective fields of action considered in the framework. These fields of action were given the generic
term dimensions. A total of 36 dimensions were identified in the context of digitalization with cyber-physical
systems and clustered into the following perspectives:

Table 1. Comparison and evaluation of different frameworks
Dimension FW to be evaluated

Strategy / business model
Business economics
Organizational management
Innovation management

Process management
Contractual arrangements

Value chain/ecosystem
System/product concept
Purchasing, production, handover, operation
Resource management
Knowledge management
Information management
Transformation options/areas
Evaluation of the benefit
Business IT alignment
Workflow management
Technologies as enablers
Information systems

IT infrastructure

Interoperability

Safety, security and privacy
System of Systems Challenge
Operational system/product development
System development regulations

Business Perspective

Technical Perspective.
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Project management
Portfolio management
Stakeholder Needs

Risk assessment

Decision management
Complexity reduction
Digital Leadership

People, soft skills & social competences
Change management
Interface communication
Industry-specific regulations
Industry specifics

Project-

Human

‘G"’

Strong focus was marked with “x”, included in the framework marked with

ISO/IEC 15288 Systems Engineering GfSE/INCOSE covers 26 dimensions that offer methods and
approaches for implementing digitalization with cyber-physical systems. In systems engineering, the focus
is very much on system/product development, i.e. on the necessary technical issues. All required activities
and their dependencies and sequences are explained in an application-oriented manner. This promotes
improved communication and more efficient collaboration, as well as an improved understanding of the
system.

FW 3 = SAFe, FW 4 = DTMF and FW 6 = TOGAF are rated the same and have a strong business
management focus. Nevertheless, they differ greatly in terms of details and approaches.

SAFe focuses on agile methodologies and the organizational planning and implementation of software-
driven projects. SAFe combines proven frameworks such as Scrum, Kanban, DevOps and Lean Start-
up, promotes collaboration between many teams by defining roles and hierarchy levels and focuses on
accelerated time-to-market and customer focus.

The DTM framework strongly emphasizes the impact of corporate culture and therefore focuses on
involving every employee in change management. Another focus is the development of a clear strategy for
digital transformation.

The focus of TOGAF is on the modular approach including roles, result types and practical tips for
planning, developing and deploying enterprise architectures, as well as focusing on digital transformation
and also taking agility into account.

If the results of the study are presented in relation to the dimensions covered and the clusters of
business, technical, human, industry-specific and project-specific perspectives, the focus of the content can
be recognized.
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Asin all analyses, there are advantages and disadvantages, strengths and weaknesses of the frameworks.
The decisive factor in each case is the perspective from which the assessment is made. What all frameworks
have in common is that none of them covers all the necessary fields of action for the successful implementation
of a digital transformation with cyber-physical systems. These were basic findings for subsequent empirical
research to generate further documented, analysable data and information. Ultimately, the aim is to create
a guideline for action in the form of a framework that supports digitalization with cyber-physical systems.
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AHAJIN3 HA TIPUT'OJHOCTTA HA CbOTBETHUMTE
PAMKMU 3A IUOPOBU3ALIMSA BbB BPb3KA
C KUBEPOUBUYHUTE CUCTEMH

Peztome: Lugposuzayusma e ocnosen osucamen HA UHOBAYUUME U pacmedxca HA KOMHnawuume u
uxonomuxume. DOKycvbm e 6bpXy NOSUWABAHEMO HA eheKMUSHOCMMA, 2b8KABOCMMmMa u Nno-000pomo
uznonzeane na pecypcume. Llugpposusayusama 6ce nogeue ce c6bp3sa ¢ KUbep@hU3UUHU cucmemu, a moea
npeocmasiaéa 3HAYUMENHO NPeoOUu3BUKAmMeIcmeo no OmHouleHue Ha eHeopsganemo. IlIpoyusanuama
noKazeam, ue ycnexsvm Ha U3NbIHeHUemo Ha mo3u mun npoexkmiu e 8 3acmoti, Koemo 600U 00 3aK104eHUemo,
ye ca HeoOXOOUMU HOBU NOOXO0U 3a usnwvineHue. [lopadu mosa e HeobX00UMO 0a ce U3Ccie08am cieoOHume
8bNPOCU.

* Kou ¢ynoamenmannu uzmepenus, c8bp3anu ¢ UNwbIHEHUEMO, mpadea 0a ce 83emMam npeosud 8
npoexmume 3a yugposuzayus ¢ kubepusuunu cucmemu?

* Kaxeu pamku cvuecmsyéam 8 NOOKpena Ha U3NBIHEHUEMO HA NpOeKmu 3a yugdposuzayus c
Kubepusuunu cucmemu, Kakeu usmepeHus: npeoadazam u KOIKO UCOKO e NHOKPUMUemo ¢ Heobxooumume
C8bP3AHU C USNBIHEHUEMO U3MePeHUs

B nvpeama cmwvnka 6sxa udeHmuguyupanu 6CUUKU UsMepeHUsl, C8bP3AHU C Yudposuzayuama 6 busHec
Konmexcm. Bve 6mopama cmvnka 65xa aHATU3UPAnU c8bp3anume ¢ YUGposu3ayuama pamxu, Koumo 6saxa
oyenenu 6 mpemama cmwnxa. Systems Engineering GfSE/INCOSE — ISO/IEC 15288 ce ouepma xamo
ybeoumenna pamxa.

Tosa meopemuuno usciedgare hopmupa 0cHO8aMA 3a NOCIE08AU0 EMIUPULHO U3CTIe08aHE 30 Cb30ABAHE
Ha paAMKa 3a NPenopvKu 3a Npuilazane Ha yugposuzayuama ¢ KUbep@hu3uuHu cucmemu.
Knwuoeu dymu: yugposusayus, kubepgusuunu cucmemu, 6Heopsagane; pamku
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Abstract: This article examines the impact of digital transformation on business success, to be more
precise on the finacial performnce of businesses. Inspired by the countless publications on the topic of
digital transfromation, this article aims to critically examine the largely positive statements about the
impact of digital transformation on the performance of businesses. The article is based on a comparison
of commercial and academic studies. The commercial studies examined were produced by well-known
consulting and IT companies. Based on the review of academic literature studies from academia where
choosen and analysed. Based on the results of the academic studies, the statements in regards to digital
transformation are contextualized and interpreted, to provide a better understanding of the significance
of the publications. In addition, some general findings on the effectiveness of digital transformation are
presented. The results of this study show that certain framework conditions shall be taken into account,
when discussing potential outcomes of investments in digital transformation, in order to derive positive
effects from the programs and when these effects could occur.

Keywords: Digital Transformation, Bussines Performance; Semantic Analyses; Financial Reports

INTRODUCTION

Current significance — Numerous publications postulate that the successful implementation of digital
transformation has a positive impact on business success. In a study published in 2021, Boston Consulting
found that companies that successfully implemented digital transformation had 1.8 times higher profit
growth rates and approximately twice as high growth rates in enterprise value than their “non-digital”
competitors.

At the same time, studies and publications by McKinsey and Harvard Business Review from 2018,
2020 and 2021 show that, depending on the study, only 16 to 58% of respondents rate their company’s
digital transformation as successful.

It is worth noting that smaller companies with fewer than 100 employees are 2.7 times more likely to
have a successful transformation than large companies with more than 50,000 employees (Patrick Forth,
2021); (Walker, 2020) (Walker & Clemente, 2021); (Boutiére, et al., 2018).

RESEARCH METHODOLOGY

For this paper, a comprehensive research methodology incorporating both qualitative and quantitative
approaches was adopted. The methodology primarily revolves around a systematic literature review to
provide a holistic understanding of AI’s applications, challenges, and societal implications.

A systematic literature review was conducted to identify and analyze (ideally) peer-reviewed studies,
scholarly articles, and commercial web sources related to digital transformation. This involved defining
specific research questions, establishing inclusion and exclusion criteria, and systematically searching
electronic databases such as Google Scholar. The selection criteria for studies and data sources encompassed
several key considerations:

Relevance: Studies and sources were selected based on their relevance to the research objectives
and questions. The selected studies were focusing on the impact of digital maturity on financial business
performance of companies. The academic studies used a similar data-based methodology.

Credibility: Emphasis was placed on peer-reviewed articles, reputable reports, and scholarly publications
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from recognized institutions and experts in the definition of digital transformation.
Relevance: The selected studies where mainly created during the years 2018-2022 except Westermans
publication from 2012.

RESULTS

The “commercial” view

Commercial studies are within these paper studies, created by management & IT consultancy companies.
In 2012, Westerman published a major two-year study in cooperation with the consulting firm CapGemini.
In this study of some 400 companies, 469 senior executives were interviewed. In addition, key financial
figures from the 184 publicly traded companies were statistically analyzed. Depending on the degree of
digital transformation in each company, Westermann was able to demonstrate up to 26% higher EBIT
margins for companies with good transformation management (Westerman, 2012).

A 2019 study, let by Harald Proff from the consulting firm Deloitte, in collaboration with the University
of Duisburg-Essen also came to positive conclusions. The study surveyed managers from 160 German
companies. In order to identify industry differences within the study, the sample was expanded to include a
further 785 data sets from the EU, North and South America. The seniority of the managers was described
as followed “26% of respondents were at the board/CxO level, 74% were at a level below the CxO” (Proff,
2021).

The authors of the study conclude that there is a strong correlation between a company’s digital
capabilities or digitization to value creation and EBIT. The authors of the study refer to this as EBIT impact.
Another finding of the study is, that “a maximum profit effect of 10% is possible with digital processes and
technologies, but up to 20% with digital offers and even up to 26 percent with digital business models”
(Proff, 2021).

At a first glance, the surveys of companies that have only carried out a few or fragmented digital
transformation projects revealed a not surprising finding. Companies that have only carried out isolated
pilot projects cannot report a profit effect. Conversely, this means that there must be a critical minimum
level of digitalization efforts before a profit effect occurs (Proff, 2021). The obvious explanation for this is
that the benefits of digitalization can only be reaped once a complete process chain has been (successfully)
digitalized. Individual digital projects, which in the worst case interrupt a process chain due to media
disruptions, hardly deliver any added value. In the worst case, media disruptions can even lead to the risk
of quality losses in a process.

Another study by Deloitte Consulting LLP also reports positive influences on company results. In the
study, 1200 managers in the USA were surveyed. Around 51% of those surveyed stated that they belonged
to the management/executive board, while a further 22% categorized themselves as vice presidents and
another 27% as directors. The company sizes in terms of annual turnover covered the range from $500
million to over $5 billion (Gurumurthy, 2020). The key message of the study is that companies that are
already successful in their digital transformation report up to 45% more sales growth and 43% higher
margins (net profit margin) compared to the industry average. The consultants from Deloitte justify these
high figures in the financial indicators with advantages at the cost level and in the growth area.

In the area of costs, the companies surveyed, reported significantly reduced costs for the provision of
new products or services. As well as significantly reduced costs for the acquisition of new customers. The
high values of the net profit margin can be correlated with the reported cost reductions. The same applies
to the rates of sales growth, which are above the industry average. A correlation between increased sales
figures for new products and services and overall sales growth could also be derived from the survey results.
The reported higher values of customer lifetime value, i.e. the contribution margin that a customer brings
in over their entire customer lifetime, also contributes to both, margins and growth (Gurumurthy, 2020).

The results presented here are exemplary for countless other studies written by management and IT
consultancies. When reviewing the numerous publications from the consulting world, it is striking that many
studies paint an extremely optimistic picture of the potential associated with the correct implementation of
digital transformation. In addition, data collection via surveys is very often used as a method.

Only a few of the studies published by management consultancies verify the statements about the
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economic potential resulting from the surveys with “hard” data, e.g. measurable financial figures from
annual reports. The Westerman study mentioned at the beginning of this paper seems to be one of these
exceptions.

In addition to the lack of verification of the very positive results of the surveys, another possible
weakness in the methodology of these surveys should be considered. As explained in the descriptions of
the three exemplary studies, in each case, responsible decision-makers (managing directors, division heads,
etc.) were interviewed, who in most cases had already been working in the organization for several years
at the time of the survey and were responsible for investments in digital transformation. This constellation
carries the risk of cognitive dissonance.

In 1978, Leon Festinger subsumed individual perceptions such as information, needs, knowledge, and
opinions as cognitive elements under this term. When two cognitive elements contradict each other and
express the opposite, cognitive dissonance occurs. From this thesis, Festinger derived the model of effortful
justification. In essence, it states that people cannot retrospectively evaluate a decision they have made (in
which they have invested effort) as bad (Festinger, 1957).

With regard to the managers surveyed in the studies conducted by management and IT consulting firms,
a critical question must be asked: Is the positive feedback in the surveys reliable? Or did the managers
surveyed give overly positive answers? With the knowledge of cognitive dissonance, it can be difficult
to critically evaluate one’s own decision or the support of a program in which a lot of money has been
invested. Unfortunately, the questionnaires and methods used for statistical analysis in the above studies are
not available for this study. Depending on how the data were collected, processed and prepared, the effects
may have been taken into account and mitigated. Whether this has happened is unclear and would be the
subject of a separate scientific study.

This leads to the thesis that studies by management and IT consultancies which are based purely on
surveys could tend to produce too positive results.

The academic view

On the other hand, there are initial studies from the academic environment that aim to use the
evaluation of “hard” data to provide information on whether companies that are well advanced in their
digital transformation can achieve economic advantages compared to their competitors.

In the chosen studies, public listed companies in the respective countries were selected for the
examination. The annual publicly available annual reports of the selected companies were collected for the
respective study period. In the study by Lai Guo and Luying Xu, additional statistical databases were also
included. The annual reports were subjected to a semantic analysis. The word frequency method was used
to investigate how often key terms of the digital transformation were used and how their use changed over
the period under investigation.

Subsequently, the development of key financial figures based on the annual reports and the market
performance of the companies was analyzed over the course of the study period. Based on the data obtained,
correlation analyses and regression analyses were carried out, to assess the influence of digital maturity
(and the underlying sub-areas) on the financial performance of the companies.

These (3) studies were considered:

1.) Digital orientation, digital maturity, and digital intensity: determinants of financial success in
digital transformation settings by Mina Nasiri, Minna Saunila and Juhani Ukko
2.) The Effects of Digital Transformation on Firm Performance: Evidence from China’s Manufacturing
Sector by Lei Guo 1 and Luying Xu
3.) Digital Maturity and Corporate Performance: The Case of the Baltic States by Yulia Eremina,
Natalja Lace and Julija Bistrova

Study 1: The study by Nasiri, Saunila and Ukko “Digital orientation, digital maturity, and
digital intensity: determinants of financial success in digital transformation settings” focuses on
large companies, as the authors assume that they have the necessary financial resources to implement
transformative projects at an organizational level. Three factors are examined as prerequisites for the
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financial success of a company in the implementation of digital transformation.

Firstly, digital orientation; secondly, digital intensity and thirdly, digital maturity. They define digital
orientation as commitment and openness to using new technologies. Here they refer to the definition of
Sabai Khin und Theresa Char Fei Ho (Khin & Ho, 2019).

The authors use the term digital intensity to describe the ability of an organization to increase efficiency
in its work through the use of new technologies (Westerman, et al., 2012). Due to the complexity of digital
transformation, successful companies must constantly look for strategic options to achieve their corporate
goals. The systematic approach and the necessary willingness of the company to continuously develop and
adapt to structural changes as part of the digital transformation is referred to as digital maturity. The authors
refer to the definition by Kane (Kane, et al., 2017).

The analysis included 284 companies and their official financial reports. In their study, the authors
linked/compared the three dimensions mentioned above (digital orientation, digital intensity and digital
maturity) and their characteristics with the net profit (net profit) and operating profit (operating result EBIT)
from the financial reports for each company.

The authors concluded that digital intensity and digital orientation do not have a direct positive
influence on the financial success of a company. BUT as strategic elements contribute to the level of digital
maturity. The researchers were able to demonstrate a correlation between the level of digital maturity and
the financial success of companies. The larger a company is, the stronger this correlation is.

The logical explanation for these results (in a nutshell) is, that neither the openness (digital orientation)
to carry out digital transformation projects (which in the first step is only a declaration of intent - but not an
action) nor the (possibly uncoordinated or poor, or mutually obstructive) use of digital technologies (digital
intensity) provide the financial success.

Only when the focus is placed on an ongoing process to increase digital maturity, which integrates
digital intensity and digital orientation, the positive effects on companies’ key financial figures will arise.

Study 1 shows a correlation between the level of digital maturity and the financial success of companies
(Nasiri, et al., 2022).

Study 2: The Effects of Digital Transformation on Firm Performance: Evidence from China’s
Manufacturing Sector by Lei Guo 1 and Luying Xu

The study examines the impact of digital transformation on the two dimensions of operational
performance (cost reduction and efficiency improvement) and financial performance of companies. The
study used data from 2254 manufacturing companies listed in the A-share market from 2010-2020 in China.

The researchers assume a U-shaped relationship between digital transformation and the impact on
financial performance. This means that at the beginning of the digital transformation efforts and investment
costs have a negative impact; after a certain point in time, a bottoming out can be seen before the positive
effect of the digital transformation has a positive impact on the key financial figures. The study aims to
compare the benefits of digital transformation with the costs. Furthermore, the authors argue that digital
transformation has a greater and longer-lasting impact on operational performance than on financial results.

In the study, return on assets (ROA) is used as a proxy variable for financial performance, i.e. a
company’s annual net profit is divided by its total assets. Digital Intensity is the independent variable in this
study. Digital Transformation Intensity shows the use / deployment (how much and how intense) of digital
technology.

As in the previous study, digital intensity is determined by analyzing the text of the respective annual
reports. The word frequency method was used. Brynjolfsson and Hitt [11] (Brynjolfsson, 1996, cited from
Guo & Xu, 2021) found that IT often has a strong impact on business performance two to three years after
its introduction. Since digital transformation affects operational and financial performance differently, the
lag period is set to one year for operational performance and three years for financial performance. The
sample periods of the independent variables were 2010-2019 and 2010-2017 respectively.

Study 2 shows a positive correlation between investments in digital transformation and a company’s
operational performance. The effect is seen as consistently positive up to the fifth year after the start of the activity.
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Study 2 confirms the impact of digital transformation on a company’s financial results. The positive
impact begins with a time lag from the second year and disappears by the fifth year (Guo & Xu, 2021).

Study 3: Digital Maturity and Corporate Performance: The Case of the Baltic States by Yulia
Eremina, Natalja Lace and Julija Bistrova

The research looks at listed companies in the Baltic States (Nasdaq Baltic main list). In a first step, a
linguistic analysis of the annual reports of the years 2013-2018 was carried out in which the companies
explain the progress of their digital transformation projects to their shareholders — in the broadest sense,
what their digital maturity level is. The analysis was carried out with the help of NVIVO software.

The sample consisted of 28 companies, 13 from Estonia, 11 from Lithuania and 4 from Latvia. I

In a second step, the financial results of the companies were analyzed. The key figures were analyzed:
Sales Growth; EPS growth; ROE (return earned on equity capital); Gross profit / assets; Gross profit margin;
Operating Profit Margin; Net profit margin; TSR (Total shareholders Return) — set in correlation to digital
maturity. The median of the correlations of the above-mentioned individual values to digital maturity shows
a heterogeneous picture:

e Sales Growth / RoE / Gross Profit / Assets - show a positive correlation

¢ Gross Profit Margin / Operating Profit Margin / Net Profit Margin — are around zero, i.e. a correlation

cannot be proven

e EPS Growth and TSR — show a negative correlation

The positive correlations in sales growth could be explained by looking at the period in which the
analyzed data was generated (2013 to 2017) and placing this in the context of the focus topics that were
implemented in IT projects during this period. Online sales, customer relationship management and online
marketing have significantly optimized the sales economy at that time.

The neutral and negative correlations in the key financial figures could be due to the fact that the
digital transformation was not yet sufficiently advanced at the time of data collection to raise the companies
surveyed to a higher level of digital maturity overall. However, this is offset by the investment costs for the
digital transformation projects.

Study 3 shows a (positive and negative) correlation between individual key financial figures and the
digital maturity of a company.

CONCLUSION

Looking at the three studies presented, which were carried out using a similar methodology, but differ
greatly in terms of the underlying data basis, we see:

a.) different sample sizes

b.) different times of the sample survey

c.) different geographical origin of the data

d.) and different sizes of the companies considered.

All three studies can demonstrate a correlation between the extent of the digital transformation and
the financial success of the company. However, the results are not as clear and positive as those of the
consulting & IT consultancy studies presented at the beginning of this paper. A more differentiated view is
necessary here. While a methodological weakness was already pointed out at the beginning of this chapter
in the context of the surveys of the consulting & IT firms. The academic studies are very similar in design
and use a semantic analysis of the annual report to assess a company’s digital progress.

This procedure is certainly a valid method for analyzing the sometimes quite large amounts of data with
reasonable effort and in a reasonable amount of time. The “measurement” of digital progress in a company
via additional surveys to collect “hard” data of defined KPIs could certainly provide a more reliable data
basis here. Which could be an approach for future research.

The different and sometimes contradictory statements on the influence of digital progress in a company
on its financial success can be explained by the following framework conditions:

a. Company size — the influence of digital transformation is more pronounced in large organizations
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than in small ones. The costs for digital transformation projects have a certain minimum volume.
b. In smaller companies, the success rate of digital projects tends to be higher than in large companies
c. Progress of the digital transformation — a minimum level of digital transformation must have taken
place throughout the company — the positive effects only become visible after this “break-even”
point

d. Time — the positive effects of investments in digital transformation occur with a time lag. (the

positive effect starts from the second year and disappears from the fifth year)

So in the end one could argue, that investments in digital Transformation are not different to other
investments in e.g. production facilities or innovations. Digital transformation is not the magic wand that
consulting companies promise us. It always requires a well-developed business case and solid project
implementation.
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KAKBO BB3JIEUCTBUE OKA3BA IIU®POBATA TPAHC®OPMAIIUA
BbPXY EOEKTUBHOCTTA HA BU3HECA?

Pe3ztome: B mazu cmamusi ce pasenexncod 8b30eUcmeueno Ha yugposama mpanchopmayusi 6bpxy ycnexa Ha
OU3Heca, no-moyYHO 6bPXy (PUHAHCOBUME pe3yimamu Ha npeonpuamuama. Bovxnosena om 6e3opotinume
nyonuKayuu no memama 3a yugposama mparchopmayus, Cmamusama uma 3d yei 0d NOOJI0NHCU HA KPUMUYEH
AHAU3 NPEOUMHO NOTONHCUMETHUME MEbPOEHUS 3d 8b30eLICMBUemo HA Yupposama mpanchopmayus 8bpxy
pesyimamume Ha npeonpusmuama. Ilpoyueanemo ce 0CHO8a8a HA CPABHEHUE HA MBPOBCKU U AKAOeMUYUHU

npoy4e6aHusl. Paseneoanume Komepcuainu npoy4eanusl ca u32omeeHu ont u36eCmHuU KOHCYJImanmcKu u ur
xomnanuu. Bv3ocnosa na npeeﬂeda Ha aKa()emuqHamaﬂumepamypa ca u36paHu uarnaiusupanu U3CIe08aAHUSA

om akademuunume cpeou. Bv3 ocnosa na pezynimamume om akaoemMuyHume u3Cie08anus mebpoeHuama
no omHoweHue Ha yugposama mpancgopmayus ca KOHMEKCMyaiusupanu U UHmepnpemupanu, 3a 0d

48



Christian Funk

ce ocuzypu no-0obpo pasdoupare na 3Hauenuemo Ha nyoruxayuume. Oceen mosa ca NpeocmaseHu HAKOU
00w KoHCcmamayuu OmHOCHO eghekmusHocmma Ha yugposama mpaucopmayus. Pezyimamume om
moea npoyysare NoKazeam, ue npu 0OCLHCOAHeMo HA NOMEHYUATHUME Pe3VIMamy Om UHeeCcmuyuume 8
yugpposama mpancopmayus mpsaoea 0a ce 83emam nPedsuod HAKOU PAMKOSBU YCI08US, 3d 0A ce U3BTeKam
NONOMHCUMENHU ehekmu om npozpamume U 0a ce YCMaHo8U Ko2a Mo2am 0d ce Nposesm me3u eghekmu.
Knwuoeu dymu: yugpposa mpancghopmayus, egpekmusrnocm na busneca

Kpucrnan ®yHk, 10KTOpaHT
YHUBEpPCUTET 10 OMOTMOTEKO3HAHUE U MH(POPMAITMOHHH TEXHOJIOTHH
E-mail: chfunk@hotmail.com
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Abstract: The following analysis of company valuation using the comparative or multiplier method is the
second of a total of three parts. In valuation practice, a basic distinction is made between enterprise value
multiples (the numerator is the market value of equity plus interest-bearing net debt) and equity value mul-
tiples (the numerator is the market value of equity) (Lhnert, Bockmann 2023, pp. 881, 887 ff.). This study
provides an overview of the different equity value and enterprise value multiples and their reference values.
The derivation of the reference values for the multiplier calculation, i.e. the relevant earnings parameters
from the income statement, is presented. It is shown how the market value of equity (equity value) is cal-
culated on the basis of the market value of total capital (enterprise value) (and vice versa). It is examined
whether an adjustment can be made by adding to and/or deducting from the enterprise value using the
multiplier method.

Keywords: Comparative Public Company Approach; Inheritance Tax Act; Multiplier Method, Recent Ac-
quisition Approach; Company Valuation

INTRODUCTION

In valuation practice, a basic distinction is made between equity value and enterprise value multiples.
In the case of equity value multiples, the market value of equity serves as the numerator, while the denom-
inator contains reference values that are defined after interest payments, which is why the denominator
uses values such as operating earnings after interest and before corporate taxes, i.e. earnings before taxes
(EBT) or earnings after taxes (EAT), the best-known multiplier is the so-called price/earnings ratio, in
which the share price per share is set in relation to earnings per share or net profit for the year. However,
all equity multiples do not take into account the fact that the level of debt influences the cost of equity,
i.e. highly indebted companies have higher costs of equity than companies with low levels of debt, This
problem can be avoided with enterprise value multiples, as the numerator of enterprise value multiples is
the market value of equity plus interest-bearing net debt, i.e. enterprise multiples are calculated using the
fiction of a company with no debt, Accordingly, the denominator contains reference values that are defined
before interest payments, which is why values such as sales, earnings before interest, taxes, depreciation
and amortisation (EBITDA), earnings before interest, taxes and amortisation (EBITA) or earnings before
interest and taxes (EBIT) are used in the denominator; however, enterprise value multiples do not take into
account the tax effect due to different capital structures (Lohnert, Bockmann 2023, p. 887 f1.).

The term “enterprise value” is not uniformly defined, which is why a distinction is made between the
equity value and the enterprise value when calculating the multiplier, whereby the equity value represents
the market value of a company’s equity (for listed companies, the equity value corresponds to the market
capitalisation (market cap for short), i.e. the number of shares x share price) and the enterprise value refers
to the value of a company’s entire operating business (Ernst, Schneider, Thielen 2018, p. 226).

To determine (the numerator of the multiplier) the enterprise value of the comparable companies,
either the market value of the equity (market capitalisation; excluding non-operating assets) plus the inter-
est-bearing net debt or, to determine (the numerator of the multiplier) the equity value of the comparable
companies, only the market value of the equity (market capitalisation; excluding non-operating assets)
(comparative public company approach with trading multiples).

For unlisted companies from realised market prices of comparable transactions (recent acquisition
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approach with transaction or industry multiples), the enterprise value of the comparable companies or the
equity value of the comparable companies must be determined (the numerator of the multiplier) using the
discounted cash flow method (weighted average cost of capital approach enterprise value or flow-to-equity
approach equity value).value of the comparable companies, a company valuation must be carried out us-
ing the discounted cash flow method (weighted average cost of capital approach— enterprise value or flow
to equity approach— equity value) or the capitalised earnings value method in accordance with IDW S 1!
(— equity value) (Serf, 2005, p. 184; Ernst, Schneider, Thielen 2018, p. 11).

RESEARCH METHODOLOGY

This study is the second of three parts and provides an overview of the different equity value and en-
terprise value multiples and their reference values. The derivation of the reference values for the multiplier
calculation, i.e. the relevant earnings parameters from the income statement, is presented. It is shown how
the market value of equity (equity value) is calculated on the basis of the market value of total capital (en-
terprise value) (and vice versa). It is examined whether an adjustment can be made by adding and/or dis-
counting the enterprise value using the multiplier method. In the third part, the most important enterprise
value and equity value multiples are explained and evaluated in detail. The role that non-operating assets
play in the multiplier method is then analysed and the extent to which corporate taxes and the shareholders’
personal income taxes affect the business valuation method is examined. In addition, it will also be shown
to what extent case law recognises the multiplier method, as it can also be used effectively to minimise the
inheritance or gift tax burden via § 11 (2) sentence 2 clause 1 of the Valuation Act. Finally, a critical apprais-
al of the multiplier method is provided.

RESULTS
Seppelfricke (Seppelfricke 2020, p. 293 f.) and Olbrich, Frey (Olbrich, Frey 2023, p. 478) propose the
following calculation scheme:

Table:1 Calculation from enterprise value to equity value multiplier method
Market value of total capital (Enterprise value)

- Interest-bearing liabilities (= net debt
- Pension obligations - Interest-bearing net debt at the beginning of the
+ Interest-bearing current assets WACC approach)

= Market value of equity (Equity value) excluding non-operating assets
+ Non-operating assets

= Market value of equity (Equity value) including non-operating assets

It should be noted that only the interest-bearing net debt is to be deducted from the market value of
the total capital; this consists of the interest-bearing liabilities (e.g. bank and shareholder loans), the pension
obligations and the interest-bearing current assets (e.g. cash and cash equivalents) to be offset; in recent
years, it has become established practice to consider pension provisions (= “interest-bearing loan obliga-
tion” of the company to its employees) as interest-bearing financial liabilities and to take them into account
in the calculation (Lohnert, Bockmann 2023, p. 888).

Whether the enterprise value or the equity value is used to calculate a multiplier depends on the refer-
ence figure used (e.g. sales or operating earnings after interest and after corporate taxes), as the reference
figure (denominator) specifies the valuation (numerator), so to speak (= equivalence requirement) (Olbrich,
Frey 2023, p. 479; Ernst, Schneider, Thielen 2018, p. 228).

If the peer companies are indebted but the company to be valued is not, it makes sense to choose the
enterprise value with sales or a pre-interest profit figure as a reference value; an enterprise value based on
sales is also considered if the profit is unknown or strongly influenced by accounting policy, whereas an
equity value is considered if the capital structure between the company to be valued and the peer companies
is compatible, which should be the exception in practice (Kiinkele 2023, p. 1656 f.).

Ernst, Schneider, Thielen provide an overview of practically relevant enterprise value and equity value
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multipliers (Ernst, Schneider, Thielen 2018, p. 230):

Table 2. Overview of practice-relevant multipliers

Multiplier Market prices of compa- Reference value | Enterprise value Dependence
rable companies Reference multiplier or mar- on framework
value of comparable com- ket capitalisation conditions
panies (equity value multi-

plier)

Enterprise value/ Ente‘f'py'isg Value Sales EV very low
Sales = Sales
Enterprise Value, Enfg‘r'py'isg Value EBITDA EV low
EBITDA = EBITDA
Enterprise Value, Enfg‘r'py'isg Value EBITA EV medium
EBITA = EBITA
Enterprise Value, Enfg‘r'py'isg Value EBIT EV medium
EBIT = EBIT
Enterprise Value Enterprise Value Operating free EV low
oFCF = oFCF cash flow
Enterprise value Enterprise Value Value drivers EV low
Sales value driv- ~ Sales value drivers for sales
?’};fice—sales—mtio Share p?'i[je per share Sales MC very low

"~ Sales per share
Price—earnings—ra— Share p?'i[je per share EAT MC hlgh
fio "~ Earnings per share
Price-book val- Share price per share Balance sheet MC very high
ue-ratio ~ Book value per shar Eequ%ty or economic
Equity value/FtE Equity Value equ1t¥10w to equity MC low

FtE

It must be taken into account that accounting differences between the peer companies become all the
more significant the deeper the reference figure is “anchored” in the income statement, i.e. while sales are
still largely spared from major accounting differences, every step down towards earnings after taxes (EAT)
leads to a greater impact of accounting policy recognition and measurement options, which lead to a di-
lution of the reference figure (Lohnert, Bockmann 2023, p. 891), therefore the dependence on framework
conditions indicates the influence of different national accounting and tax regulations as well as the utilisa-
tion of accounting leeway on the reference values and thus the multiples (Ernst, Schneider, Thielen 2018,
pp- 230, 234).

MULTIPLIERS BASED ON FIGURES FROM THE INCOME STATEMENT

Most multipliers or multiplier valuations are calculated on the basis of figures from the income state-
ment, such as turnover, EBITDA or EBIT, etc. (enterprise value multipliers), which are determined in ac-
cordance with the calculation scheme (see Table 3 (Ernst, Schneider, Thielen 2018, p. 233)), which is only
partially based on the structure commonly used in annual financial statements (e.g. § 275 (2) of the German
Commercial Code (HGB?)), so that individual items usually have to be reclassified. As a result, in a profit
and loss statement prepared in accordance with the German Commercial Code (HGB), one-off income from
the sale of fixed assets and current securities, insofar as they are included in other operating income, must
be reclassified as extraordinary income. This requires a reclassification from their position before EBITDA
(Earnings Before Interest, Taxes, Depreciation and

Amortization) to EBIT (Earnings Before Interest and Taxes). In doing so, other operating income and
expenses should be analysed to determine whether they occur regularly or whether they are only of a one-
off and therefore extraordinary nature (Ernst, Schneider, Thielen 2018, p. 232).
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The specific selection of the multiples to be used depends on the sector to which the company to be
valued belongs, its growth profile, the accounting differences and its earnings situation; it is therefore advis-
able to use an EBIT multiple rather than an EBITDA multiple in sectors in which the peer companies have
different capital intensities, as the EBIT multiple takes into account the different reinvestment requirements
due to depreciation and amortisation, if the company to be valued has higher or lower margins than the
average or median of the peer companies, the sales multiple provides an indication of value, as it implies an
identical margin profile between the company to be valued and the average or median of the peer companies
(Lohnert, Bockmann 2023, p. 890 with further references).

Table 3. Derivation of relevant revenue indicators from the income statement for the multiplier calculation
Sales
(EV multiplier)
+ other operating income
- Operating expenses

= EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortisation) (EV multiplier)
- Depreciation and amortisation of fixed assets

= EBITA (Earnings Before Interest, Taxes and Amortisation) (EV multiplier)
- Goodwill amortisation

= EBIT (Earnings Before Interest and Taxes) ( EV
multiplier)

+ Extraordinary income

- Extraordinary expenses

+ Investment income

- Interest expenses (or + net interest income)

= EBT (Earnings Before Taxes)
(MC multiplier)
- Income taxes

= EAT (Earnings After Taxes)
(MC multiplier)
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PREMIUM AND/OR DISCOUNT ON THE ENTERPRISE VALUE
It should be noted that the business value determined after applying the multiplier (before taking into
account the non-operating assets) does not yet represent the final value of the business valuation process
using the multiplier method; it is often adjusted by a premium and/or discount, which can be attributed to
the size of the valuation object at hand, the fact that it is generally not listed on the stock exchange and any
differences between the company to be valued and the comparable companies that remain even after careful
selection.
= a Package premium (PP = control premium, as the company to be valued is acquired as a whole, for
example, which gives the possibility of influencing the management; in practice, package premiums of
between 20%—-50% are applied);
= a Fungibility discount (FD = discount due to the lack of stock market listing of the company to be
valued compared to the comparable companies taken into account in the multiplier, which limits its
marketability and thus resaleability);
= a Portfolio discount (PD = discount, because the company to be valued is a company that only manu-
factures one product compared to the market);
= a “Small-Cap-Discount” (SCD= discount, as the company to be valued is compared with the market
leader and thus a subordinate market position of the company to be valued must be taken into account;
in practice, small-cap discounts of up to 50% occur) (Olbrich, Frey 2023, p. 481 f.).
Formula for premium/discount on the enterprise value (Olbrich, Frey 2023, p. 481 f.):
Equityg,a; = EQcomp + PP — FD — PD — SCD + Non — operating AssetSqsier tax

Equity,q; Market value of equity including the value of non-operating as-
sets (= enterprise value)

EQcomp Mflrket value of equity excluding the value of non-operating as-
sets

Non — operating Assets,srer tax Liquidation value or present value of the expected liquidation
proceeds from the sale of the non-operating assets after corpo-
rate taxes (corporation tax plus solidarity surcharge + trade tax)
and personal income taxes of the shareholders (income tax plus
solidarity surcharge)

In this context, Olbrich, Frey point out a supposed pseudo-objectivity of the comparative methods,
because, for example, the selection of the comparable companies deemed suitable, the type and number of
reference values used and the formation of a premium (package premium) or discount (e.g. fungibility dis-
count) are at the discretion of the valuer, they are not verifiable, therefore a sensitive use is recommended
within the framework of § 11 BewG? in order not to jeopardise the recognition of the business value by the
tax authorities using the multiplier method (Olbrich, Frey 2023, p. 487 with further references).

CONCLUSION

This study on company valuation using the multiplier method has produced the following five results:

1. In the case of equity value multiples, the market value of equity serves as the numerator, while
the denominator contains reference values after interest payments.

2. Equity multiples neglect the fact that the debt ratio increases the cost of equity, so comparing
equity value multiples for companies with different debt ratios leads to incorrect enterprise values;
enterprise value multiples avoid this problem.

3. In the case of enterprise value multiples, the market value of equity plus interest-bearing net
debt serves as the numerator, i.e. enterprise multiples are calculated on the basis of the fiction of
an unlevered company, and the denominator accordingly contains reference values before interest
payments.

4. Whether the enterprise value or the equity value is used to calculate a multiplier depends on the

reference value used, as the reference value (denominator) determines the valuation (numerator),
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so to speak.

5. If the multiplier method is used via § 11 (2) sentence 2 clause 1 of the Valuation Act to minimise
the enterprise value and the inheritance or gift tax burden, it is advisable to use the premium and/or
discount on the enterprise value sensitively.

NOTES

1. IDW S 1 is a valuation standard published by the Institut der Wirtschaftspriifer in Deutschland e.V. (IDW), the Institute
of Public Auditors in Germany. It provides principles for conducting company valuations in a consistent and standard-
ized manner.

2. HGB is an abbreviation of Handelsgesetzbuch in German, which means German Commercial Code.

3. BewG is an abbreviation of Bewertungsgesetz in German, which means Valuation Act.
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OIEHKA HA IPYXECTBA 110 METOJIA HA MYJITUIIJIMKATOPA
B HACJIEACTBEHOTO ITPABO HA TEPMAHUA — YACT II/I11

Pe3ztome: Hacmoswuam ananus Ha OYeHKama Ha OpyHcecmeama upe3 CpasHumenHus Memoo uiu memood Ha
MYIMUNIUKAmopume e 6mopama om ooujo mpu yacmu. B npaxmuxama Ha oyeHA8aHemo ce npagi OCHOBHO
pazepaHuyenue mexcoy MHOMCUMeNU Ha CMOUHOCIMMA HA NPeOnpUsmuemo (YUCIumensam e nasapHama
CMOUHOCM HA COOCMBEHUS KANUMAJL NIOC TUXBOHOCHUS HEMeH 0blie) U MHOMCUMENU Ha CIOUHOCMMA Ha
cobcmeenus. Kanumai (Yuciumensam e nasapHama CmouHocm Ha coocmeenus kanuman) (Lohnert, Bock-
mann 2023, pp. 881, 887 [f.). Hacmosiuwjomo npoyusane npedocmass npe2ied Ha paziuiHume MHONCUMeNU
Ha CMOUHOCMMA HA COOCMBEHUS KANUMAL U HA CIMOUHOCIMGA HA NPeONpUAMUemo, Kakmo u Ha mexxHume
pegepenmuu cmotinocmu. I[lpedocmasgeno e uzgexcoanemo Ha pegpepenmuume CmoOUHOCMU 3d UFYUCTABAHE
Ha MHOJMCUMENA, M.e. CbOmeemHume napamempu Ha neyaibama om omyema 3a 0oxooume. Iloxkasamno e kax
ce U34UCIABA NA3APHAMA CMOUHOCI HA COOCMBEHUs Kanumai (CMmouHoOCmma Ha coOCmMeenUs Kanumari) 6b3
0CHOBA HA NA3APHAMA CMOUHOCI HA 00Ul KANUMAJ (CMOUHOCMMA HA Npeonpusmuemo) (u oopamuo).
Ilpoyueno e danu modxce d0a ce HANPasu Kopekyust ypez 000assHe u/uiu npucnadare om CmouHoCmma Ha
NPeOnpusmuemo, Kamo ce u3noa36a Memoovm Ha MHONCUMESL.

Knrouoeu oymu: nooxoo Ha conocmagumu nyosuyHu Opyircecmad,; 3aKoH 3a 0aHbKA 8bPXY HACIeOCmeamad,
Memoo0 HA MYTMUNIUKAMOPA, NOOX00 HA CKOPOUWHO NPUOOOUBAHE; OYEHKA HA OPYHCeCIEOmO
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BJIMAHUE HA JIMAEPCTBOTO B CPEJHOTO OBPA3OBAHUE BbPXY BB/IEIIATA
PEAJIM3ALINA HA YYEHUIIUTE

31aTrka UBaHoBa

Vuusepcumem no bubnuomexosnanue u uHGOpMaAyUOHHU MEXHONO2UU
https://doi.org/10.70300/ULQX5819

Pe3ztome: Hacmosawama pazpabomka ananuzupa MHO20ACNEKMHOMO GIUAHUE HA YYUTUUWHOMO TUOEPCTNEO
8 cpeoHomo o0bpazoeaHue 6wvpxy Ovoewjama pearusayus Ha yuenuyume. H3creoeanemo o06xeawa
8b30elcmaeuemo Ha AUOepcKume NpakmuKku 6vpXy passumuemo Ha ymenus 3a XXI eex, coyuannomo
paszeumue u KapuepHomo opueHmupaue. Mscnedeam ce porsima Ha audepcmeomo 3a npoghecuoHaIHomo
pazeumue u Mopaia Ha yyumenume, KAKmo u Npeou3suKamencmeama u cmpameuume 6 0baeapcKus
obpaszosamenen konmexkcm. Koncmamupa ce, ue egheKmusHomo 1uodepcmeo e Kamaniuzamop 3a YsanoCmHa
mpaHcgopmayusa Ha obpazosamennama cpeod.

Knwuoeu dymu: 1udep; yuunuwje;, obpasosanue; kapuepa, peaiusayus

BBbBEJIEHUE

CwBpeMenHara oOpa3oBaTesiHa CCTeMa € U3IIPaBeHa MPe/] 3HAUNTEITHU PEAN3BUKATEIICTBA, CBEP3aHH
C HEOOXOMMOCTTa OT HEMIPEKbCHATH IPOMEHH, KOUTO J1a J]a/IaT OCHOBA 32 yCIeX B CUJIHO KOHKypEHTHAaTa
cpeza Ha yYHIuInaTa. B To3u KOHTEKCT YUMITHITHOTO JIMASPCTBO € MPU3HATO Ha CBETOBHO HUBO KATO KITFOUOB
u ompenensml (akTop 3a OCUTypsiBaHE Ha KadecTBeHO oOpasoBanue (Hallinger, 1985). JlugepcTBoTo B
00pa30BaHMUETO € CBBP3aHO C PAa3BUTHETO HAa HAUMH HAa MHCJICHE, YMEHUS U IECHHOCTH, KOUTO MIO3BOJISIBAT HA
WHIMBUUTE U OPraHU3alMUTe J1a OKA3BaT MMOJIOKHUTEIHO BIUSHIE BbpXy obmiecTBoTo (Hargreaves 2006).

YYUIUITHOTO JTUAEPCTBO CE OIpPEJIeIIs KaTo MpoLec Ha MPUBINYAHE U HACOUYBAHE HAa CIIOCOOHOCTUTE
Y EHEepPrusiTa Ha BCUYKM YYAaCTHHULM B YUHIIHUIIHATA OOIIHOCT KbM IOCTUTAHETO Ha OOIIM 00pa30oBaTEeIHU
uenu (Predova 2018). To3u nporiec BKITI0UBa onpeieNsiHe Ha ocoKara, Iuianupane 1 Mmotusupane (Predova
2018). Mcropuueckd, yYWIHIIHATE JHUJACPU Ca U3IBJIHSABAIMA MPEIUMHO AIMUHUCTPATUBHU (DYyHKIIMH.
Bbopeku ToBa ChBpEeMEHHHUTE OUAaKBAaHUS M3UCKBAT OT TAX JAa ObJAT JBUTATeNl Ha TpaHChopMauusaTa
(Andreeva 2017).

OcHoOBHara 11eJ1 Ha HACTOSIIOTO U3CIIEABAHE € 1a IPOCIIEAN MHOTOACIIEKTHOTO BIMSHUE HA JINJCPCKUTE
NPaKTUKA B CpeaHOTO oOpa3oBaHME BBPXY Objaeniara peanusalus Ha ydeHunure. Pasmiemanu ca
NPEIU3BUKATEICTBATA, TPEl KOUTO Ca M3MPABEHHU YUMIUIIHUTE JIUACPU B OBITrapCKusi KOHTEKCT, KAKTO U
e(eKTUBHHUTE CTPATErHHU 32 TIXHOTO MPEOJOISIBAHE U 3a MOJ00psABaHe Ha 00pa30BaTeIHaTa CUCTEMA.

TEOPETUYHU MOJIEJIN U CTUJIOBE HA JIMAEPCTBO B OBPA3OBAHUETO

B o6pazoBarennara cpeaa ce mpuiarar pa3iIudHy MOJIENIN U CTUIIOBE Ha JIMACPCTBO, KATO BCEKH OT TAX
MPUTEKaBa CHITHU U CJIa0H CTPaHHU.

EdextuBHusAT nmuaep TpsOBa 1a npuTexana CHOCOOHOCTTA J1a KOMOWHUPA T€3H CTHIIOBE B 3aBUCUMOCT
OT KOHKpETHaTa CUTYyallusl, Hy>KJUTe Ha yYeHUIUTE U nenure Ha o0ydenueto (Predova 2018).

[Ipernen Ha OCHOBHUTE MOJICIIH:

o VYEBHO (Instructional) JIMJIEPCTBO: To3u Momen € TAcHO (hOKycHpaH BbPXY MOAOOpSIBaHE
Ha KauyeCTBOTO Ha IpernojaBaHe u yueHe. Toil BKiIouBa AepuHUpaHe HA MUCHATA HA YYWIUIIETO,
yIpaBieHUe Ha ydyeOHaTa mporpaMa M MOAJbp)KaHe Ha MoJIoKUTeNIeH yueOeH knumar (Pivanov,
2004). Y4yeOHOTO TUAECPCTBO OKa3Ba 3HAUNUTEIIHO Bb3CHCTBUE BbPXY PE3YATAaTUTE OT YUUIHITHOTO
o0Opa3zoBaHKe, 0COOEHO KOraTo ce OCHIIECTBSIBA Upe3 ChIVIACyBaHE HA ACUCTBUATA HA YUUIHITHUTE
CTPYKTYpHU M KYITypa, Ch3/laBaHe Ha arMocdepa Ha HENPEKbCHATO yCHBBPIICHCTBAHE U BUCOKU
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ouyakBauus (Pivanov 2004). To e Haii-e()eKTUBHHUAT THII JIMJEPCKA MMPAKTHUKA 32 MOJ00psIBaHE HA
pesynrarute oT yueHeTo Ha yueHuuure (Dutta 2021).

TPAHCO®OPMALIMOHHO JIMJIEPCTBO: To3u ctun ce (Qokycupa BbpPXYy IpoMsHAaTa |
pPa3sBUTHETO HAa WHAMBHUIYAJIHUTE CIHOCOOHOCTHM Ha wieHoBere Ha ekuna (Predova 2018).
TpanchopmalioHHUTE TUIEPH BIIbXHOBSIBAT EKUIIA J]a Bb3IPUEME BU3UATA U LIEJIUTE HA yUHIIUIIETO,
kato ru oBinactsaBar (Predova 2018). Te ymesT na ynpaBisBaT BHUMAHHUETO, KOMYHUKAIIUUTE U
JIOBEPHETO, KaTo ca npeackazyemu u nociuenoBarennu (Li 2024). KirouoBuTe kauecTBa BKIIOYBAT
CTpaTEeruuecKo MUCIIEHE U CIIOCOOHOCT Jla ce BIK/a MPOOJIeMbT, peu a cTane siBeH (Xu 2025).
TpanchopmaliioHHUTE TUAEPHU Ca ,, aceHmu Ha npomanama *“, KOUTO HaChpyaBaT KPEaTUBHOCTTA,
KPUTUYHOTO MHCJICHE U €KCIIEpPUMEHTHPaHeTo ¢ MHOBaTuBHU crpareruu (Hebert 2012).
PA3IIPEJIEJIEHO (Distributed) JIMJIEPCTBO: To3u Mopen OCUTYpsiBa aKTMBHO ydacTHe Ha
YJICHOBETE HA YUWINIIHNS €KUII B [TPOLieca Ha B3EMAHE Ha PELLEHUS], HAChpPUaBa ChbTPYAHUYECTBOTO
¥ XapMOHHYHHUTE paOOTHU OTHOILEHHS, TeHEPHpA CTPEMEX KbM IOCTUTAHE Ha IIeTN U MOBUIIIABa
edeKTUBHOCTTA Ha yuuTenute u yuenurure (Yemini 2015). PasnpeneneHoTo auaepcTBO pa3BruBa
npuoOmiaBamnia KylITypa Ha JOBEPHE M OCHTypsiBa NpPO(ECHOHAIHO pPa3BUTHE, OCHOBAHO Ha
nokazarenctBa (Yemini 2015). To HackpuaBa CHOAENSHETO HA OTTOBOPHOCTH, CHBMECTHOTO
B3€MAaHE Ha PELICHUS U HEIIPEKBCHATOTO yueHe cpell yuutenure (Maranto 2015).

JIMIEPCTBO — CJIVKEHE (Servant Leadership): To3u CTHII € ChCPEOTOYCH BBPXY MOAKpPETaTa
Y Pa3BUTUETO HA WICHOBETE HAa €KUIIA, KaTo MPENOoAAaBaTeINTe, U3MOI3BAIIM TO3U CTU, IOCTABAT
MHTEpEeCHUTE Ha yueHUIMTe HaJl cBoute cooctBeru (Pivanov 2004).
ABTOKPATUYHO/ABTOPUTAPHO JIM/IEPCTBO: Tlpennonara LEHTPaIU3UpAaHO B3eMaHE Ha
peleHus ¥ CTpor KOHTposl. Moxke f1a € e(heKTUBHO MPH HyXJa OT Obp30 M3IMBIHEHNUE HA 33a4H,
HO MOJKE U JIa TOTHUCKA WHUIMaTuBaTa u kpeatuBHocTTa (Predova 2018).

AEMOKPATUYHO JIM/[EPCTBO: BkiiouBa BCHYKHM 4WICHOBE Ha YYWIMIIHATA OOIIHOCT BBHB
B3€MAHETO Ha PEIICHHUs, KOETO BOJH JI0 II0-BUCOKA aHTa)KUPAHOCT, YIOBIETBOPEHOCT U MOTHUBALIUS
(Predova 2018).

CUTYALIMOHHO JIMJIEPCTBO: Ilpeanonara rbBKaBOCT Ha PbKOBOIUTES, KOMTO MOTU(HUIIMPa
MOJX0Ja CH B 3aBUCHUMOCT OT KOHKpETHaTa CUTyallusi U HUBOTO Ha Pa3BUTHE HA CIYKUTEINUTE
(Pivanov 2004).

CPABHUTEJIEH AHAJIM3 HA OCHOBHUTE JIMJEPCKH CTHUJIOBE B CPEJHOTO

OBPA3OBAHHUE
Tabruya 1. Cpasnumenen ananus Ha 0cHOBHUME TUOEPCKU CMUTOBE 8 CDEOHOMO 0bpasosanue
Crni Ha OcHOBHH IIpuno:xkenue B IIpeaumcTBa Hemocrarhmm /
JINJIEPCTBO XapaKTepPUCTHKHU YUHJIMIIHA cpeaa Puckose
YuedHo ®dokyc BbpXY [MogoOpsiBane Ha IToBumaBa Moxe na ce
(Instructional) KauecTBOTO Ha aKaJIeMUYHUTE yUuTeNnCcKara MIpeBbpPHE B
MpernoaaBaHe pe3ynTaru, e(UKacHOCT, Ch3JaBa | TMpEeKaleHO
U yUCHE; KOOpAMHAIHSA Ha CHJIHA yueOHa JTUPEKTHBEH,
neuHUpaHe y4eOHus mpoliec, KyJITypa, mogo0psiBa aKko He €
Ha MHUCHS, npogeCcHoHaTHO pe3ynTaTtuTe Ha OanaHcupat ¢
ynpaBJiieHHE Ha pasBUTHE Ha YUCHHIIUTE. JPYTH CTHIIOBE.
yueOHa rmporpama, | y4uTeIuTe.
MOAIbpKaHE Ha
KITUMAT.
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®DoKyC BBPXY Karanuzarop 3a W3ucksa cunHa
MIPOMSIHATA, pOMsIHA, HaChpyaBa Xapu3Ma
pas3BUTHE Ha KpPEeaTUBHOCTTA CTPaTEern4ecKo
WHAUBUAYAITHH U KPUTHYHOTO MHCJICHE, MOJKE [1a
CIIOCOOHOCTH, MHCJICHE, [IOBUILIABA CpeIIHE ChIPOTUBA
BABXHOBSIBAILIA AQHTXKUPAHOCTTA. Y JIMIICA Ha
BU3HS, JOBEpHeE.
yIpaBlieHHE Ha
BHUMAaHHUETO,
KOMYHHUKaIUUTE,
JIOBEPUETO.
AKTHBHO yJacTHE [TomoOpsiBane IToBumasa M3uckBa BucoOka
Ha €KHIIa BbB Ha y4WINIIHATa e(eKTUBHOCTTA CTEIIEH Ha JI0BEPHUE,
B3EMaHETO JEHHOCT, Ha y4UTeIuTe MOXe 12 Oblie
Ha pEILeHMUs, IpodeCcuoHaIHO U YUYEHHLIUTE, BB3IPEISITCT-
CIIOZIEJISIHE HA pasBUTHE Ha Hachpyasa BaHO OT JIUIICA Ha
OTI'OBOPHOCTH, YUUTEIINTE, CBHTPYIHUUYECTBOTO TaKOBa.
CbBMECTHO Y4€HE. | Cb3/1aBaHE Ha Y UHOBALIUHTE,
nmpuoOIaBaria MTOBHUIIIaBA
KyJITypa. OTYETHOCTTA.
CayxeHe ITonkpena n Cp3naBane Ha IToBumasa Moxe na nosene
(Servant) pa3BuTHE Ha Oe3omnacHa u 651aroChCTOIHNUETO JI0 HEIOCTaTh4eH
YWIEHOBETE Ha MOJIKpeTIsIa Y MOTHBAIHATA KOHTPOJI WJIH
eKHIIa, TIOCTaBsIHE | YYWINIIHA Ha YYCHHULIUTE, JIMIICa Ha cTpora
Ha UHTEpECHTe armocdepa, M3TpaXKaa J0BEpHE U JTUCIUITIINHA, aKO
Ha YYCHHIIUTE JIUYHOCTHO U JIOSTTHOCT. He € OalaHCHpaH.
Ha ITbPBO po(heCUOHATTHO
MSICTO, TPHKa 32 pa3BuUTHE HA
0J1aronoIydneTo. YUEHHIIUTE.
Curyanum, EdexruBHocT nipu ITotucka
W3UCKBAILA OBP30 U3MBIHEHUE WHHULMATABATA U
OBp3H U TOYHH Ha 3aJa4H, KpEaTuBHOCTTA,
peenus (Hamp. NOAIbpIKaHE Ha MOJKE J1a 10BeNe
MOATOTOBKA 32 CTpora JUCLHUILTHA. 10 HUCBK MOpaj 1
W3IUTH, KPUZUCHH CBIIPOTHBA.
CUTYaIIH).
BxirouBane Vuunnmia, IToBumasa [IpouecsT Ha
Ha BCUYKH ¢dokycupanu aHTraXHpaHOCTTa, B3eMaHe Ha
YYaCTHULH BBPXY TBOPUYECTBO YIOBJIETBOPEHOCT- peLIeHHs MOXe
BBB B3€MaHETO Y MHOBALIUH, Ta ¥ MOTUBALIUSATA, na Opae OaBeH,
Ha peICHMS, U3rpakJaaHe Ha HachpyaBa H3HCKBA BpeMe
OTBOpEHA KOHCEHCYC. CBHTPYIHHYECTBOTO. 1 yCuIIus 3a
KOMYHUKALHSL. MIOCTUTAHE Ha
KOHCEHCYC.
I'sBKaBOCT AnanTtupaHe KbM [To3BossiBa M3uckBa BUCOKa
Ha [10X0/1a B Pas3JInuHU HYXAU ONTUMAJTIHO aIalTUBHOCT
3aBUCUMOCT Ha yYEHHULIUTE U3I0JI3BaHe 1 YMEHHS 3a
OT CUTyalusATa U YUUTEIUTE, Ha PeCypCHuTe, JUAarHOCTHKA Ha
1 HUBOTO Ha pa3sHooOpazHu MIOBHIIIaBA CUTYyaLusITa OT
pa3BuUTHE Ha 3a7a4M U IPOEKTH. e(eKTUBHOCTTA Upe3 CTpaHa Ha Jujepa.
CITY’KUTEIINTE. HEPCOHAIN3UPAH
HOAXONI.
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BJIUAHUE HA YYUJIUITHOTO JIMAEPCTBO BbPXY PASBBUTUETO HA YYEHUILIUTE
YUWIHUIIHOTO JIUJIEPCTBO € KPUTHUYEH KOMIIOHEHT, KOWTO OKa3Ba 3HAYUTENIHO BIIUSHHUE BBPXY
ISJIOCTHOTO Pa3BUTHE HA yUeHUIUTE, (hopMupaiiky TsixHaTa ObIemna peaan3amus.

Axaodemuunu nocmudiceHus

YYWIMIHOTO JIUAEPCTBO, OCOOEHO MHCTPYKTUBHOTO, € OT ChIIECTBEHO 3HAUEHUE 3a MOCTHKEHUSITA
Ha YYCHHUIIUTE W IUIOCTHOTO KadecTBO Ha oOpaszoBanumero (Gilimis 2022). EdextuBHuTEe JNHIEpH
MIOCTaBAT SICHU LIE€JIH, OCUTYpsIBAT MOJKpeNa 3a NpoPECUOHATHOTO Pa3BUTHE HA YUUTEIUTE U yJIECHSIBAT
ChTPYAHUUYECTBOTO Mexy nepcoHana (Giimis 2022). Bp3aeiicTBUETO HA YUMIMILHOTO JIUJIEPCTBO BBPXY
aKaJeMUYHUTE PE3Yy/ITaTU HA YUEHULIUTE € MPEIUMHO UHAUPEKTHO, HO MOIIHO, OCHIIECTBABAUKU CE Upe3
BJIMSIHUE BbPXY MOBEIEHUETO U €(eKTUBHOCTTA Ha yuurenure (Glimis 2022).

Ymenus 3a XXI eex

YUWIHUIIHOTO JUAEPCTBO € KIIOYOBO 32 Pa3BUTHETO Ha yMeHHMsATa Ha XXI Bek, KOMTO BKIIKOYUBAT
KPUTHYHO MHCJICHE, KOMYHHUKAIHs, ChTPYJHHYECTBO, KPEATHMBHOCT, aIalTUBHOCT, MH()OpMAIMOHHA U
TEXHOJOrMYHa rpaMoTHOCT (Sebastian 2012). Jlunepure HackpyaBaT UHTEICKTyaTHATa CTUMYJIAIHS, KaToO
MOJKPENAT YUUTEIUTE Aa EKCIIEPUMEHTHUPAT C NHOBAaTUBHU CTPATETUU U J]a pa3BUBAT KPUTUYHO MUCIIEHE U
pemraBane Ha npobnemu y yuenunurte (Hebert 2012).

Coyuanno-emoyuonanno pasgumue

Couunanno-emonuonanuoro ydene (CEY) ommcBa mpoiieca Ha pa3BUTHE HAa KOMIETEHIMH, KOUTO
roMarar Ha yYEHHUIUTE J1a yIpaBisBaT eMOIMHUTE CH, Ja Ch3JaBaT U MOIbPKAT B3aMMOOTHOIICHUS, 1A
paspenraBaT MEeXIYJIMYHOCTHH NPOoOJIeMu U Aa B3emar edektuBHU pemieHus (Xu 2018). YuunumHoTo
JUIEPCTBO € )KMU3HECHOBAXKHO 32 ycremHoTo npuiarane Ha nporpamu 3a CEY (Hallinger 1987). CumHoTo
JUIEPCTBO OT aJIMHHHCTpanusITa, naTerpupaneto Ha CEY B ChIECTBYBAIUTE MTPAKTUKU M Ch3IABAHETO
Ha TIO3UTHBHA KynTypa, kKosto moncwiBa CEY, ca kimrodoBu kommoneHTH 3a ycrexa (Hallinger 1987).
VYenemnoro npunarane Ha CEY mporpamm Boau 10 MOmOOpPEHO TMOBEACHUE, B3aMMOOTHOIICHUS H
axagemuunu pesynratu (Hallinger 1987).

Kapuepno opuenmupane u npeonpuemaiecku ymeHusl

[TogroroBkara Ha MJaJUTe XOpa 3a Objema NpodeCHOHAIHA W/WIH aKaJeMUYHA Kapuepa € KIF0YOB
npuoputer (Hattie 2009). YuuTenckoTo JUIAEpCTBO OKa3Ba BIMSHHE BHPXY H300pa Ha yUCHHIIUTE II0
OTHOIIIEHHE Ha oOpa3zoBaHueTo U Obneniara 3aetoct (Leithwood 1994). IIpeanpuemadeckoTo TUASPCTBO
B 00pa3oBaTeiHa cpeia BKIHOYBA COCOOHOCTTA 33 M3CIICABAaHE HA WHOBATHUBHU WJICH, PAa3IUpSBAHE HA
HOBU Y4€OHU MPAKTUKH, BIbXHOBSBAHE HA YUCHHUIIMTE 32 KPUTHYHO M TBOPUYECKO MHCIICHE, U3II0JI3BaHE HA
pa3IUYHU MOJICNIA Ha MpenojaBaHe U HamMupaHe Ha HeoOxomumu pecypeu (Gordon 2015). YuunumHoTO
JHUJICPCTBO, BKJIFOYHUTEIIHO MPEIIPUEMAYSCKOTO JIMACPCTBO HA JUPEKTOPU M YUYHUTENH, € KIYOBO 32
(dbopMHpaHeTO Ha MPEANTPUEMAYECKU YMEHHS U 32 e(peKTUBHO KapuepHo opuentupane (Gordon 2015).

BPB3KA MEXAY JIUAEPCTBOTO U MOTUBALUSTA, AHTA’KUPAHOCTTA

N 3AABPKAHETO HA YUUTEJIUTE

KauecTBOTO Ha mpernojaBaHe OKa3Ba TNPSKO BIMSHHE BBPXY INOCTIDKEHHUSITA Ha YUYCHHUIIMTE, a
YYUTEJICKOTO JIMJIEPCTBO € M3UCcKBaHe Ha chBpeMeHHocTTa (Leithwood 1994). Jlunepure B 00pa3oBaHHETO
MMar MpU3BaHKE U OTTOBOPHOCT Ja BIBXHOBSABAT M HACOYBAT, CHh3/IaBaliKu Cpela Ha JOBEpHE, JTIOO0B KbM
ydeHeto u B3auMHO yBaxkenwe (Harris 2011). Pa3npeneneHoro JmaepcTBO MOBHINIABA MOTHBAIMSITA H
AQHTAKUPAHOCTTA HA YUUTEIIUTE, KaTO UM JlaBa Bb3MOYKHOCT J1a y4acTBaT BbB B3€MAHETO Ha PELICHUS U J1a
cniozensT orroBopHocTH (Yemini 2015). JIugepute TpsOBa 1a OCUTypsiBaT Bb3MOKHOCTH 32 HETIPEKBCHATO
oOy4YeHHE W pa3BUTHE HA YYHTEIHTE, KOETO IMOMo0psiBa KadeCTBOTO HA OOYYEHHETO W ITOBHIIABA
yIOBIeTBOpeHOCTTa OT paborara (Pivanov 2004). [IpodecrnoHamHOTO pa3BUTHE € OT CHIIECTBCHO 3HAYCHHE
3a pacTe’ka Ha ChbBPEMEHHMsI MIPENoAaBarel, KaTo My JaBa MHCTPYMEHTH U YMEHHUsS Jla OCTaHE aKTyajeH
CHPSIMO HYXXIWUTE Ha yUYSHUIIUTE U Aa Tutanupa obpaenty teHaeHyn (Tschannen-Moran 2001).
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MNPEJAU3BUKATEJICTBA IIPEJ] YUNJIMIIIHUTE JIMAEPU B BbJITAPUSL

N EOEKTUBHU CTPATEI'NN

brrirapckara obOpa3oBarenHa cucTeMa € M3IpaBeHa Mpeja penuna crenuuIHr Mpearn3BUKaTEICTBa,
KOHWTO M3UCKBAT aJICKBATHO U €(DEKTUBHO JIUJIEPCTBO 32 MPEOIOIIBAHETO UM, & UMEHHO:

Heo6xonumoct oT Tpanchopmanus: TpaauIMOHHO, YYWINIIHATE JUACPH ca OWIH MO-CKOPO
aJIMAHUCTPATOPH, HO JHEC OT TAX CE OYakBa Ja ObJar ABurared Ha Tpanchopmanmsra (Andreeva
2017).

HegocrarbuHa npuBieKaTeTHOCT U 3aJbpkaHe Ha yunTean: [IpuunHuTe 3a HEoCTaTrpYHATA
NPUBJIEKATEIIHOCT HA YYHUTEICKaTa MpodecHs ca KOMIUIEKCHH, BKIFOUYMTETHO JIMIICA HA MOIKPera
[0 BpEME Ha NPENoJaBaHETO, BUCOKA aJIMUHUCTPATUBHA TEKECT U HEKOHKYPEHTHO 3aIljalllaHe
(Klassen 2014).

KauecTBo Ha o6pa3oBanuero u ymenus 3a XXI Bek: Envn Ha Bceku 1Bama 1 5-roquiiHu yueHUIIN
B bbiirapus He Binasee ocHOBHU yMeHus criopes] PISA, koeTo nogueprasa Hykara OT pa3BUTHE Ha
KPUTHUYHO MHCIIEHE, paboTa B €KUIl U HellpeKbcHaro yueHe (Zee 2016).

JInnca Ha cuctemua kBanudukanus u noantuku: Habmronasar ce HetocTarbyHa ChINIaCyBaHOCT

U HESICHO pas3mpesielieHne Ha OTTOBOPHOCTUTE MO OTHOIICHHE Ha KBAaJTH(PUKALMOHHUTE AEHHOCTH
(Fackler 2016).

U3BOAU
33 mpeoaosIBaHC Ha ChIICCTBYBAIIUTC MPCAU3BUKATCIICTBA Ca HGO6XOI[I/IMI/I WHOBAaTUBHU IIOAXOOU,
TCHACHIIUN U CTpaTeFI/II/I, a UMCHHO:

Ilpunazane na unogamueHu nooOxoou: YUWINIIHWUTE JUAEPH TpsAOBa Ja ObIAAT OTTOBOPHHU 3a
BBBE)KIAHETO HAa HOBH TTOIXO/I M MHOBAINH, CBBP3aHU C YI€OHH IPOTPAMH, TEXHOIOTUU U METOIN
Ha nipenogaBane (Pivanov 2004).

Aoanmueno nudepcmeo: DokychbT TpsiOBa na Oblie BbPXY I'bBKABOCTTa, YCTOMUMBOCTTa U
IIPOAKTHBHOTO pelIaBaHE Ha MPOOJIEMH, KaTo Ce HachpyaBa KyATypa Ha HENPEKbCHATO yUYCHE U
nonoopenune (Calik 2012).

H3znonzeane na 0annu 3a 3emane Ha peurernus: CACTEMaTUIHUAT aHAJIN3 HA TAHHH TpaHCPopMupa
00pa30BaHNETO, IO3BOJISIBAWKY Ha JUIEPUTE J1a B3eMar uHpopmupanu pemrenus (Giimiis 2022).
Pazeumue na emoyuonanna unmenueenmuocm: EMOIMOHANHATa WHTEIUTEHTHOCT € KIIOUOB
arpuOyT 3a 00pa30BaTEeIHHUTE JTUIACPH, TO3BOJISBAIL MM J1a M3TPAKAAT CHIITHA B3aUMOOTHOIICHHUS,
Jla paspernraBat KOH(IMKTH U Jja Ch3/IaBaT Mo3uTHBHA yumniHa Kynrypa (Calik 2012).
Pazwupseane na napmuvopcmeama c¢ oownocmma. CUITHATE TAPTHHOPCTBA C OOIIHOCTTA Ca OT
pelaBamio 3HaYCHHE 3a ycrexa Ha oopaszoBarenHuTe nHCTUTYIUH (Pivanov 2004).

Iosuwasane Ha 6v3HApAdCOEHUAMA U CMUMYIUpAHe HA — yuumenckama npoghecus.
[IpaBuTeNICTBEHATA TIONUTUKA 32 TOETAITHO TOBHUINABAaHE HA CPEICTBATa 3a BB3HATPAXKICHHS €
Ba)KHA CTHITKA 32 MPHUBIMYAHE U 33bpkane Ha Kaapu (Dimitrova 2015).

Anmepnamuenu nvmuwa 3a Haenmuzane 6 npoghecusma: CTUMyIHpaHe Ha HMHTEpeca KbM
MEeIarOTUYECKUTE CIEIUATHOCTH BbB BUCIIETO 00pa3oBaHHE ype3 MOBeYe CBOOOIHU MECTa, IMO-
no0po ¢huHancupane u crurneHauu (Dimitrova 2015).

3AK/IIOYEHHUE

YYUIUITHOTO JUIEPCTBO € PyHIaMEeHTaleH (akTop 3a Ka4ecTBOTO Ha 0Opa30oBaHMETO W Objaeniara
peanu3anus Ha ydeHuUUuTe. TO OKa3Ba 3HAYUTENIHO BIUSHUE BBPXY aKaJIEMUYHHUTE MOCTHKEHUS,
pa3BuTueTo Ha ymeHusa 3a XXI Bek, cOUMaIHO-€MOLMOHAIHOTO Pa3BUTHE, KAPUEPHOTO OpPUEHTUPAHE
U TpearnpueMadeckuTe yMeHus. EQeKTuBHUTE IHIEpPCKH CTHIOBE, Karo TpPaHCPOPMAIMOHHOTO U
pasIpenereHoTo JUIEPCTBO, HE caMO NoJ00psIBaT Pe3y/ITaTUTE HA YUEHULIUTE, HO U IIOBUILIABAT MOpaJia U
po(ECUOHATHOTO Pa3BUTHE HA YUUTEIINTE, Ch3AaBaliK/ MOJIOKUTEIIHA YIHIIUIHA KYJITYpa.

brirapckara oOpa3oBarenHa cuCTEMa € W3MPaBeHa MpeJl 3HAYUTEIHN TPEIN3BUKATENICTBA, CBbP3aHH
C HE0oOXOIUMOCTTa OT TpaHChOpMAIHs, 3aIbpKaHE HA YYUTEIH, KauecTBO Ha ymMeHusTa 3a XXI Bek H
CUCTEMHA IMoJIKpena. Brrpeku HanuuueTo Ha aMOMIIMO3HHU MTOJIMTUKY U PAMKHU ChIIECTBYBA Pa3sMUHABAHE
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MEXJy CTpaTerMyecKUTe LEJIH M TAXHATa MpaKkTHdecka peanu3auus. B eanH Obp30 MpOMEHSIN ce CBAT
JUJIEPCTBOTO, KOETO € aJIallTUBHO, BU3MOHEPCKO U CIIOCOOHO J]a BABXHOBSIBA MIPOMSIHA, € OT ChILECTBEHO
3HayeHue. To MOAroTBs yYEHUIUTE HE CaMO C KOHKPETHM 3HAHUSA, HO U C I'bBKABOCT, YCTOMYHMBOCT U
MpeanpUeMaYecKy TyX, HEOOXOIMMHU 3a YCIEX B KUBOTA U KapHuepara.

ITPEITIOPBKH

B®3 ocHOBa Ha aHaN3a, 3a J]a C€ MAKCUMU3UPA BIMSHUETO HAa yUYWIMIITHOTO JIUIEPCTBO BHPXY ObJiemaTa
pcajin3anud Ha YYCHHUIUTC U Oa CC MPCOAOJICAT CbUICCTBYBAIIUTC NPCAU3BUKATCIICTBA, Ca NPCAJIOKCHU
CJIETHUTE MIPENIOPBKHU:

e [IpenusupaHe M npujiaraHe Ha HAUMOHAJHU PaMKH 32 JIHAEPCKH KOMIIETEHTHOCTH:
Heo6xomumo e na ce ocurypu sAcHO JedUHHMpaHE HA HArJIaCUTE M YMEHMATA, HEOOXOIMMHU 32
YUWIUIIHUTE JUPCKTOPU, U Aa CC Ch3Aaaar e(beKTI/IBHI/I MCXaHU3MHU 34 TAXHOTO Pa3BUTHUC 1 OLICHKA.

e CucremHa noakpenasanpogecHoHATHO pa3BUTHe HA yuuTeanTe: [la ce pa3paboTu HHTErpUpaH
¥ CUCTEMEH MOJXO0 KbM KBATU(PHUKALMOHHUTE JEHHOCTH, KOMTO 12 € TPSKO CBbP3aH C KApHEPHOTO
pa3BUTHE HA YUYUTECIIUTE.

¢ HacbpuaBane Ha HHOBaTUBHM Neaaroruku: Ilomurukure TpsOBa Ja CTUMYIHpAT YUUIUIATA 12
npuiarat MpoeKTHO 6a3upaHo 0O0yUeHHE U APYTH HHTEPAKTUBHU METOAM, KOUTO aKTHBHO pa3BUBAT
ymeHusATa Ha XXI BeK, KpUTUYHOTO MHUCIIEHE, ChTPYAHUYECTBOTO U MPEANPUEMAYECKUS OyX Y
YYECHHUIIUTE.

e HuBecTHIIMHU B ICHXHUYHOTO 3ApaBe 1 6jaronoay4ue: /la ce pa3paboTAT HAI[MOHAIHU [TPOTpaMH
3a MOJKpeIa Ha COLMAIIHO-EMOLMOHAIHOTO YYEHE U HAMAJISIBAaHE HA CTpeca Cpell YYEHULUTE U
YYHUTEIIUTE.

e [Ilpunarane Ha pasnpenejeHo H TPAHCHOPMALMOHHO JIMAEPCTBO: YUWINIHUTE PbKOBOJICTBA
CJICABa aKTUBHO Ja JCJICTUpaTr OTTOBOPHOCTH, J1a HAChbpUYaBaT CbTPYAHUYICCTBOTO U Ja BKJIKOYBAT
YUUTCIIUTC U YUCHULIUTC BbB B3CMAHCTO Ha PCUICHUS.

e Cb31aBaHe HA KYJTypa Ha BUCOKH 0YaKBAaHUS H HENIPEKbCHATO YChbBbPIIEHCTBaHe: DOKyChT
TpsiOBa 1a Ob/e BBbPXY M3rpaxkJaHe HA Cpe/a, KOSATO BIBXHOBSABA YUUTEIUTE M YUYCHUIUTE /2
MoCTUrar BUCOKHU pC3yJiTaTu.

e MHM3nos3BaHe HA JaHHM 32 MH(OPMUPAHO B3eMaHe HA peuleHud: /la ce BbBEIar CUCTEMHU 3a
CUCTECMATU4YHO C’bGHpaHe W aHaJIn3 Ha JaHHU 3a MOCTUKCHHUATA HA YUYCHULIUTC U e(beKTI/IBHOCTTa
Ha IIPETIOJAaBaHETO.

e AKTHBHO MapTHHbOPCTBO C POAUTEJH U OOLIHOCT: YUmIMIIaTa TpsOBa 1a BKIIOYBAT aKTUBHO
BBHIIHU 3aUHTCPCCOBAHU CTPAHU, KATO pOAUTCIIN, MCCTHU 06H_IHOCTI/I u 6PI3H€C, 3a OCUT'YpsIBAHC
Ha IIOJIKpPEIIa U CIIOJEIEHA OTTOBOPHOCT 3a yCIIEXa HA YYCHULIUTE.
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IMPACT OF LEADERSHIP IN SECONDARY EDUCATION ON THE FUTURE
REALIZATION OF STUDENTS

Abstract: This paper analyzes the multifaceted impact of school leadership in secondary education on
the future realization of students. The study covers the impact of leadership practices on the development
of 21* century skills, social development and career guidance. The role of leadership in the professional
development and morale of teachers is examined, as well as the challenges and strategies in the Bulgarian
educational context. It is found that effective leadership is a catalyst for a comprehensive transformation
of the educational environment.
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LESSONS LEARNED FROM THE HISTORY OF PARTICIPATORY DEMOCRACY:
HISTORICAL PATTERNS AND THEIR SIGNIFICANCE FOR MODERN SECURITY
POLICY CHALLENGES
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Abstract: This article analyses the lessons learned from the historical development of participatory
democracy and uses a historical-comparative method to examine whether current challenges are actually
new or whether a recurring historical pattern can be identified. The focus is on security policy conclusions
for modern democracies and their national security. The historical analysis shows that democracies
have repeatedly faced similar problems over different eras. Today, democracies are not only forms of
government, but also models of order that are strengthened by stable institutions, social participation and
functioning control mechanisms. At the same time, deficits in these areas can have a destabilizing effect and
undermine existing political structures. While the framework conditions have changed due to digitalization,
globalization and new geopolitical constellations, many fundamental mechanisms remain stable.
Keywords: Participatory Democracy; National Security; Security Challenges, Lessons Learned; Historical
Patterns

INTRODUCTION

Participatory democracy is a popular and politically relevant topic in 2025. If you google “participatory
democracy”, around 40,000 results come up (March 2025). The political interest is confirmed by the
commitment of international organizations (e.g., Swiss Democracy Foundation, Democracy International,
International IDEA), governments (e.g., European Parliament), foundations (e.g., Hanns Seidel Foundation,
Berlin Institute for Participation). The first participatory elements and democracy itself emerged in antiquity
in small Greek states (poleis) through the development of the first concept of a citizen (Makhamatov 2007,
p. 114). The development of participatory democracy was not linear and often failed due to various events.
The Bertelsmann Foundation’s BTI report points to the continuing political regression of democracy, as 74
developing and transition countries are currently governed autocratically and 63 countries democratically
(BTI12024, p. 2). If the findings of the BTI report are viewed from the perspective of Polybius’ anacyclosis,
the current political regression could be seen as a phase of cyclical development (monarchy — tyranny
— aristocracy — oligarchy — democracy — ochlocracy — return to monarchy) (Podes 1991). As in
previous eras, democracy comes under pressure from internal and external tensions, which can lead
either to its transformation or to its regression. Against this background, it is essential to reflect on the
historical developments of participatory democracy in order to identify the causes of political stability and
destabilization and to draw security policy lessons for modern democracies.

RESEARCH METODOLOGY

The historical-comparative method was chosen for the theoretical understanding of the historical
stages within the scope of the article, as it allows complex objects and phenomena with very different
characteristics to be interpreted from the perspective of participatory democracy and the prerequisites and
dynamics of the process to be compared. The model of Emilio Betti (understanding — fixing — interpreting)
is used as a basis to clarify the theoretical complexity and to provide a methodological structure for the
analysis of historical development.

HISTORICAL LESSONS LEARNED FROM ANTIQUITY TO THE 20TH CENTURY
The participatory elements of antiquity are considered in this article through Athens and the Roman
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Republic. In Athens, democratic reforms began with Solon (594-593 BC) and were further developed by
subsequent governments until Pericles (bpb 2017). The Athenian collective of citizens was characterized
by equality before the law (isonomia), equality in freedom of expression (isegoria) and equality in political
participation (isopoliteia), which meant a democratic form of government (Alekhin 2011, p. 11). Athenian
democracy came to an end in 338 BC with the termination of Athens’ independent existence (Mann 2020,
p. 22).

Lessons learned from Athenian democracy:

— The democracy of the state can be destabilized or ended by external (e.g., wars) or internal (e.g.,
oligarchic resistance during the Peloponnesian War) factors.

— Populist demagogues can manipulate popular opinion. The loss of critical discourse due to the high
frequency of meetings and increasing polarization lead to a weakening of the system.

— Inclusion of all citizens strengthens democracy — the exclusivity of citizen status, on the other hand,
leads to tensions. The ancient demos consisted exclusively of free-born men. Rich groups had no civil rights
despite their wealth (Khankevich 1999, pp. 3—7). From the middle of the fifth century BC, a person was
considered a citizen in the Athenian polis if both parents were Athenians, or if citizenship was obtained
individually through a legal election in the popular assembly (ekkleksia). This meant that a maximum of
15% of the total population could participate in governance (Gracheva 2022)

— Polarization between rich and poor leads to conflicts over income distribution, which in turn can
contribute to the destabilization of democracy (Tridimas 2015, pp. 102—-117)

— Wealthy population groups tend to favour peace, while poorer groups tend to be in favour of war
(Tridimas 2015, pp. 102-117)

The participatory elements in ancient Rome can be identified in the period of the Roman Republic (V-1
BC) (Koptev 2011, pp. 42—45; Meier 2018). These include Roman citizenship, the involvement of various
population groups in state life through the establishment of popular assemblies (comitia), the Senate, the
magistrates and various offices, as well as the distribution of civic duties (similar to Athens).

Lessons learned from the participatory elements of the Roman Republic:

—The democratic (participatory) elements can also coexist within a state structure alongside aristocratic
and military components (Smorchkov 2018, pp. 2-5; Glekov 2021, pp. 56-57; Khankevich 2018, pp. 50-60).

— Participatory democracy requires a system of legal and procedural order.

—Abalance of power (separation of powers including checks and balances) between different institutions
(People’s Assembly, Senate, magistrates) is essential to prevent individual actors from gaining superiority.

— The non-involvement of different social groups in the political process can lead to the emergence of
parallel institutions (e.g. tribunes of the people as the protective body of the plebeians).

— A lack of mechanisms for the (peaceful) transfer of power can lead to the erosion of democratic
structures and conflicts (Kazakov 2004, pp. 47-54).

— The inability of local authorities to react quickly to rapid developments (e.g., expansion of the state)
can trigger a political crisis (Kazakov 2004; pp. 47-54).

Although there were no fully-fledged participatory democracies in the Middle Ages, some participatory
elements (representation, co-determination, self-administration and legal autonomy) can be found in the
form of “early cities” (early Middle Ages), assemblies of estates (high Middle Ages) and city states (late
Middle Ages).

Lessons learned from the participatory elements of the Middle Ages (V-XV centuries):

— A close connection between business and politics can favour both stability and a concentration of
power, which is why economic groups should also be regarded as political actors.

— Basic democratic structures can also function without a centralized state (“early cities®, city states).

— Early separation of powers can prevent an excessive concentration of power (e.g. Magna Charta
1215).

— Religious and ideological movements influence democratic developments (for example, the
Reformation of the XVI century and the ideas of Luther, Bodin, More, Campanella).

The theoretical foundations for modern participatory democracies (the sovereignty of the people, the
social contract, the separation of powers, the rule of law, the right of participation, the right of resistance,
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the separation of church and state, the principle of representation, basic civil liberties) were laid in the early
modern period (XVI-XVII centuries) and the Enlightenment (XVIII century). These concepts were used in
the American Revolution (1775-1783) and the French Revolution (1789—1799) and were later enshrined in
the constitutions of the XVIII-XXI centuries.

Lessons learned from the early modern period and the Enlightenment:

— Democratic principles do not arise spontaneously but are based on philosophical and political
ideas.

— Without freedom of expression and freedom of the press, citizens cannot actively participate in
political processes, which is why the introduction of laws on freedom of the press is indispensable (the
first postulates in Poland in 1532, the law on freedom of the press and freedom of expression in Sweden in
1766); (Levkina 2015, pp. 125-126).

— Suppression of participation rights can lead to revolutions.
— Democratic developments need time from their formulation to their practical implementation.

The modern period from the XVIII to the XX century is characterized by the increasing development
of local democracies, which influence each other (e.g. US, English, French democracies). In the XVIII-
XIX centuries, the first constitutions (e.g. the US Constitution of 1787, the French Constitution of 1791)
with participatory elements (civil and electoral rights, separation of powers) were created and the first
referendums were held (Switzerland 1802). In addition, the participatory elements were extended to the
economic and social spheres, which led to the emergence of trade unions (e.g. Trades Union Congress in
England in 1868, Allgemeiner Deutscher Arbeitsverein in 1863) and the introduction of social laws (e.g.
social insurance in Germany 1883-1189, French social law 1893). In the XX century, women were also
included in universal suffrage (e.g. in the USA in 1920, Germany in 1918/19, France in 1944). In the XIX and
XX centuries, the development of democracy was restricted by the return of monarchies and dictatorships
(Great Britain, France, Germany). These anti-democratic currents often had an impact beyond national
borders and led to setbacks in general democratization. After the Second World War, democracy began to be
seen not only as a form of government, but also as a stabilizing factor for national and international security
(e.g. democratic peace theories by Babst 1964, Russett 1993, Rummel 1997) and to be integrated into the
security architecture (e.g. Truman Doctrine 1947). In this context, participatory democracy develops into
an independent concept (e.g. works by Pateman 1970, Barber 1984).

Lessons learned from the modern era of the XVIII-XX century:

— Participatory democracy is not limited to the form of government, but can influence the economic,
social and security model of a state or region.

— Constitutions with participatory elements are essential for democratization.

— The democratization of the economy and social policy strengthens political participation.

— Democracies are vulnerable to internal crises and external threats if there are no mechanisms to
safeguard them.

RESULTS

Participatory democracy in the XXI century faces many challenges that impair its functioning and occur
both nationally and internationally. These may include, for example: declining voter turnout and growing
mistrust of political institutions (WZB 2021), populist movements and the spread of disinformation via
social media (Vey 2024), the shift of political decision-making processes to supranational levels (Kriesi
et al. 2011), short political cycles with an increasing number of tasks on various long-term issues (IDW
position paper 2024), the collection and use of large amounts of personal data (Rehman 2019), pandemics
(Grande et. al 2022, pp. 42—49).

But are these challenges really new, or could we have prepared for them based on historical experience?
Many developments from the past are similar to today’s problems, even if the framework conditions have
changed. The following tabular comparison shows which challenges have historical parallels and which are
really new.
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Table 1. Comparison of modern challenges and historical findings (own compilation)

crisis management

Modern challenge Allocation Evidence
Falling voter turnout Known Lessons learned Athenian democracy: Inclusion of all
and mistrust of political citizens strengthens democracy — the exclusivity of citizen
institutions status, on the other hand, leads to tensions.
Lessons learnt Roman Republic: The non-inclusion of
different social groups in the political process can lead to
the emergence of parallel institutions.
Rise of populist movements  |Known Lessons learned Athenian democracy: Populist
and polarisation demagogues can manipulate popular opinion and
contribute to weakening the system.
Spreading disinformation via |Unknown | This is a modern challenge posed by digitalization.
digital media
Shifting political decision- Known Lessons learned Roman Republic: Balance of power
making processes to between institutions is essential to prevent individual
supranational levels actors from gaining superiority.
Lessons learned Middle Ages: The inability of local
authorities to react quickly to rapid developments (e.g.
expansion of the state) can trigger a political crisis.
Short political cycles with an | Known Lessons learned early modern times: Democratic
increasing number of tasks developments need time from their formulation to their
practical implementation.
Socio-economic inequality and | Known Lessons learned Athenian democracy: Polarization
political influence between rich and poor leads to conflicts over income
distribution.

Lessons learned in the modern era XVIII-XX
centuries: The democratization of the economy and social
policy strengthens political participation.

Climate change and long-term |Unknown |This is a new challenge posed by modern environmental
political decision-making conditions.

Data protection and digital Unknown |This is a new specific challenge posed by technological
liberties (collection and use developments.

of large amounts of personal

data)

Pandemics and democratic Known Lessons learned Roman Republic: Lack of mechanisms to

respond quickly to crises can cause political instability.
Lessons learned Middle Ages: Inability of local authorities
to react quickly to rapid developments (e.g. expansion of
the state) can trigger a political crisis.

CONCLUSIONS

The historical-comparative analysis has confirmed that not all of today’s challenges are new. This means
that their occurrence or negative consequences can be mitigated or even avoided through regular historical
analysis. Such a forward-looking approach would also create space to focus on the truly new challenges.
The lessons learnt are generally applicable and can support the development of measures to overcome future
challenges. It was also confirmed that political decisions require the involvement of several advisors or a broad
range of in-house knowledge, as the concepts of democracy and national security are multidisciplinary in nature.
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IOYKH OT UCTOPHUSATA HA JTEMCTBAIIIATA TEMOKPAIIYS: ICTOPUYECKH
MOJIEJIA U 3BHAYEHUETO UM 3A CbBPEMEHHUTE INIPE/IN3BUKATEJICTBA IIPE/]
IHOJIUTUKATA 3A CUT'YPHOCT

Peziome: B masu cmamus ce ananuzupam noykume om ucCmopudeckomo pazeumue Ha 0emoKpayuima u
ce u3NoN36a UCMOPUKO-CPABHUMENLEH NOOX00, 3a 0a ce Nposepu 0anu HACMOAWUMe NPeoU3sUKAMeNCmed
Ca BCHUWHOCM HOBU, UTU MOdHCe 0a ce YCMAaHO8U Nosmapauwy ce ucmopudecku mooen. Poxkycvm e 6vpxy
u3600ume Om NOAUMUKAMA 34 CUSYPHOCT 30 CbBPEeMEeHHUme OeMOKpayuu U mAXHAma HAYUOHAIHA
cueypnocm. Mcmopuueckusm amaniu3 nokazed, ye 0emoKpayuume MHO20KPAMHO ca ce CONbCKBANU CbC
CXOOHU NpobIemMu npe3 paziuyHume enoxu. /JHec oemoxpayuume ca He camo Qopmu Ha ynpasieHue, Ho U
Mooenu Ha ped, KOUmo ce yKpensam om cmabuiHu UHCMUMyYuy, COYudIno yiacmue u yHKYuoHupauu
MexanuzmMu 3a KoHmpoi. B couwyomo epeme depuyumume 6 mezu obracmu mo2am 0a umam 0ecmaounu3upauy
eghekm u 0a noOKOnasm Cvuecmeysawume nOIUMUYECKU CMpykmypu. Bvnpeku ue pamkogume ycnous
ca ce npoMeHunU nopaou Yugposusayuama, 2100aiu3ayuama u Hogume 2eONOAUMUYecKu KOHCmenayuu,
MHO20 OCHOBHU MEXAHUZMU OCIMABAM CIMAOUTHU.

Knwuosu Ooymu: Ooemokpayus Ha yuacmuemo, HAYUOHAIHA CUSYPHOCH, NPeOU3BUKAMENCMEd Npeo
CUcypHOCmma, u3enedenu NOyKu, UCmopuiecKu mooenu

Mapuna Bunepc, 10KTOpaHT
YHUBepcUTeT 1o OMOIMOTEKO3HAHUE U MH(POPMAITMOHHH TEXHOJIOTHH
E-mail: marina@wieners.eu
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Abstract: The aim of the paper is to examine and answer the question of whether and to what extent
economic crime can be minimised by teaching standards and values within the company. To answer the
research question, a literature review was conducted. The study shows that the decline of social values can
be seen as a major cause of economic crime and that the willingness to commit crimes within a company
is inhibited when there is a high level of acceptance of norms and values, as well as a high level of social
morality and loyalty to the company. The study also showed that, with regard to the causes and possible
prevention strategies, communicating standards and values in one’s own company has a high crime-
preventing effect in the area of economic crime. However, a prerequisite for successful prevention is that
the communication of standards and values is sustainably integrated into the company s processes. A code
of conduct is essential for this, a corporate governance that puts it into practice, including ‘tone at the top’
(leadership commitment) and a supportive, efficient and controlling compliance management system and
an integrity management system that is tailored to the corporate culture.

Keywords: Economic Crime; Code of Conduct; Corporate Governance;, Compliance Management;
Integrity Management

INTRODUCTION

In recent years, serious violations by top managers have once again brought economic crime to the
international spotlight and it is becoming an ever-greater problem for both the companies affected and
for society. Not only is there considerable media interest in economic crime, but it has also mobilised
the judiciary and legislators. Prior to the Wirecard scandal, the strict US regulations in particular had an
impact on internal company requirements (Bussmann 2010, p. 57). In response to the Wirecard scandal, the
Financial Markets Integrity Strengthening Act was passed in Germany. In addition to strengthening balance
sheet control and the independence of the auditor, and tightening liability, it has given the Federal Financial
Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht, BaFin) extended audit rights for
the purpose of monitoring and enforcing the regulations. It also regulates the duties of listed companies to
set up and operate an appropriate and effective internal control system and risk management system (Miiller
2021). As a result, extensive requirements and obligations for prevention have been placed on companies,
which also affect the design of corporate governance and existing compliance management programmes
(Velte und Graewe 2021, p. 80). These programmes include a wide range of measures for crime prevention
in companies. In addition to the current developments in the area of economic crime, there are many social
discussions about the decline of values. The media often speak of a real loss of values that has a negative
impact on a wide range of areas of life. In criminology, socialisation, in the course of which values and
norms should also be imparted, is certainly attributed a significance for the development of crime (Schwind
2021, p. 236). Accordingly, socialisation through the professional environment also takes place within the
framework of secondary socialisation. (Bussmann 2016, p. 320). This raises the question of the extent to
which crime in the company can be countered by suitable internal preventive measures and what role the
communication of standards and values, in particular through corporate guidelines (code of conduct), can
play in this. The aim of this paper is therefore to investigate and answer the question of whether and to what
extent economic crime can be minimised by communicating standards and values within the company.
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RESEARCH METHODOLOGY

The research methodology used for this paper includes a review and analysis of the existing literature.
In this context, the already existing literature is not only screened, but also summarised and evaluated. In
doing so, both academic literature and current studies by auditing firms are consulted in order to be able to
generate a balance between economic findings, current affairs and the state of scientific research. The data
collection is carried out as part of a secondary research and also includes an examination of the statistics
provided by the German government. The consideration of government statistics and studies by auditing
firms enables a presentation of the relevance and development of economic crime that is as up to date as
possible, also taking into account the companies. By contrast, academic literature can be used to gain much
more information on how the research situation has developed. In addition to an overview of scientific
results in relation to the crime-preventing effect of internal corporate compliance management measures,
insights into the crime-preventing effect of corporate guidelines can also be expected based on the literature
analysis.

RESULTS

Relevance of economic crime and development

Economic crime is of particular relevance to companies as it poses significant risks to the company
and can cause serious material and immaterial damage. In Germany, there is no legal definition for the term
economic crime. In criminology, there are different definitions for the term economic crime. The original
definition of Edwin H. Sutherland of ‘white-collar crime’, which assumes a highly respected person from
the ‘upper class’ who commits crimes in the course of his or her professional activities, is now outdated,
because people from lower classes can also commit economic offences (Enste und Potthoff 2024, p. 6).
In its latest concepts, criminology is pushing for a definition that is no longer defined by the person. The
differentiation between crimes committed in the economic interest of companies (corporate crimes) and
crimes that serve the self-interest of the perpetrator but are committed in the course of their occupation
(occupational crimes) is now widespread (Meier 2021, p. 328). For the purposes of orientation and to ensure
that their statistics are standardised, the police authorities use the catalogue of criminal offences set out in
Section 74 ¢ (1) Nos. 1 to 6b of the German Court Constitution Act (Gerichtsverfassungsgesetz — GVG),
which regulates the jurisdiction of the regional courts in matters of economic crime. For this reason, those
offences that fall under the catalogue of criminal offences are generally classified as economic crime. These
include, for example, fraud (including computer fraud), embezzlement, corruption, violation of accounting
obligations, competition offences and insolvency offences. Companies affected by economic crime face
risks from a loss of trust, reputational damage, the endangering of business relationships, negative effects
on employee engagement and, possibly, the risk of repeat offences if there is a lack of strict reaction to the
crimes committed (Bussmann 2004, p. 36). The damage caused by economic crime is immense. However, it
is virtually impossible to provide precise information on the actual material damage caused (Schwind 2021,
p. 632). The background to this is that a considerable dark field (dark figure) must be assumed. Surveys in
the context of victim surveys often fail due to the motivation of the respondents to provide information.
They not only represent their own interests, but also the interests of a company that may suffer a loss
of prestige and financial losses after providing information about economic crime within the company.
Especially as only those offences can be investigated that a company is aware of. However, the surveys
of some auditing firms can be used for orientation (Meier 2021, p. 331). In a study conducted in 2020,
5,000 executives from 99 countries were surveyed. During the survey, more than 11,500 cases of economic
crime were reported, resulting in a total loss of 42 billion US dollars. (PricewaterhouseCoopers GmbH
Wirtschaftspriifungsgesellschaft 2020, p. 3). In another study concerning Germany, 75 of the companies
surveyed stated that they had suffered losses of around 40 million euros. In contrast, 26 per cent of all
the companies surveyed were unable to put a figure on the monetary damage resulting from economic
crime. However, the figures reported relate to offences that have been discovered. In this context, it must
be assumed that there is a considerable dark figure in the area of economic crime. The actual number of
cases must therefore be many times higher (KPMG AG Wirtschaftspriifungsgesellschaft 2023, p. 16). It is
realistic to assume, also on the basis of models that assume a loss amounting to 10 per cent of the gross
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domestic product, that this will run into the billions in Germany alone. In the context of the Wirecard
scandal alone, there is talk of losses amounting to 3.2 billion euros, which Wirecard borrowed for corporate
financing. Not to mention the substantial losses incurred by investors. Based on the highest prices in 2019,
shareholders have lost around 25 million euros (Schenker et al. 2023, p. 476).

An evaluation of the police crime statistics (German) illustrates the extent of the material damage. It
should be noted here that the police crime statistics only include offences that have actually come to the
attention of the police (Bundesministerium des Innern und fiir Heimat 2024, p. 4). According to police
crime statistics, 38,925 cases of economic crime were registered in Germany in 2023, which represents
only 0.66 percent of the total recorded crime (Bundeskriminalamt 2024b; Bundeskriminalamt 2024a). The
damage caused by economic crime rose by 28.6 per cent and was responsible for 35.7 per cent of the total
damage caused by all crimes recorded (Bundeskriminalamt 2024d, p. 8). This is particularly noteworthy
because the number of cases of economic crime registered by the police has almost halved compared to the
previous year (73,114). Although the number of cases in the area of economic crime generally fluctuates
considerably, the large number of offences in the previous year (2022) was due to a bulk proceedings in
which 33,738 cases were registered, resulting in a total loss of 17.7 million euros. (Bundesministerium des
Innern und fiir Heimat 2024, p. 22). In addition to the monetary losses, further intangible losses can arise
from economic crime. These include competitive distortions, a loss of trust in the integrity of the financial
market, and a loss of reputation for companies or even entire industries (Bundeskriminalamt 2024d, p. 8).
Further monetary losses for companies can also arise from the consequences for share prices on the stock
exchange or from the management of criminal matters within the company (Bussmann 2010, p. 62). For
example, additional communication efforts for possible clarifications in the media, internal investigations
or the commissioning of external experts. The clearance rate for economic crime is very high. In 2023,
85.2% of reported offences were solved. The high rate of detection is due in particular to the fact that the
majority of the offences recorded in the police crime statistics are those for which the complainant often
knows the name of the suspect and can be named (Bundeskriminalamt 2024d, p. 8).

Economic criminality in Germany
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Fig. 1. Number of cases and offences recorded (Bundeskriminalamt 2024b, p. 1)

Causes and theories of economic crime

Effective crime prevention requires an understanding of the causes of economic crime (Hlavica et al.
2017, p. 62) therefore, the causes of economic crime are to be examined below with regard to criminological
and socio-economic aspects. From the author’s point of view, the most important criminological aspects
are the rational choice approach, the theory of differential control and the so-called fraud triangle. One of
the most well-known theories of criminal behaviour, the theory of rational choice, can also be adapted to
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the area of economic crime. Before committing an economic crime, the offender weighs up the costs and
benefits. An economic crime is then committed if the expected benefit to the offender from committing the
offence appears greater than the benefit of behaving in a compliant manner. However, the theory of rational
choice has been criticised because it does not take into account the opportunity structure and the situation
in which the offence is committed (Meier 2021, p. 338). The theory of differential control was published
as early as 1939 by Edwin H. Sutherland and focuses on the fact that criminal techniques and skills, as
well as values and attitudes, can be learned just like any other behaviour. This learned behaviour takes
place in the communication process in a group and both skills and norms are adopted. The decisive factor
here is whether the social norms and laws in the group are considered positive or negative. Depending on
the significance that the group attaches to legal norms, crime will or will not occur (Bock 2019, p. 65).
The willingness to commit economic crimes increases when criminal behaviour and breaking the law are
tolerated in a team. The fraud triangle was developed by Donald Cressey. According to this, the probability
that an employee of a company will come to criminal attention increases when three factors are present. On
the one hand, there must be an opportunity to commit a crime, and on the other hand, the offender must have
an incentive or feel compelled or under pressure. The final factor is that the offender must be able to justify
the delinquent behaviour to themselves. (Cleff et al. 2011, p. 6). Fraudulent acts regularly occur when these
three factors coincide in the person of the offender. The motives and triggers for fraudulent acts can be
financial problems and motives (debt, greed), but also non-financial motives (seeking recognition, pressure
to perform). Opportunities for economic crime are provided by ineffective internal controls and complex
and unstable organisational conditions (organisational structures) (Hlavica et al. 2017, p. 66). Furthermore,
the perpetrator only takes an opportunity if, on the one hand, he assumes that the probability of detection
is minimal and, at the same time, he has the authorisations and abilities to actually take advantage of the
opportunity (Knull 2023, p. 275). In order to justify an economic crime, the person committing it must be
willing to do so in terms of their character and ethical moral values. On the other hand, the existing corporate
culture is essential for the individual perception of prohibited actions or their justification. The willingness
to act criminally is encouraged when employees attach little importance to ethical corporate values and
guidelines (Hlavica et al. 2017, p. 66). In particular, it is easier for the perpetrator to justify the offence
because some economic crimes (e.g. corruption or price fixing) only have abstract victims. The perpetrator
does not have to face a victim ‘face to face’, which further lowers the inhibition threshold for committing
the offence (Noll 2020, p. 70). In practice, it can be particularly helpful to use crime theories or the fraud
triangle as a guide to analyse and structure the problem. However, the relationships between the different
factors are neglected. Schneider’s ‘Leipzig Model of Economic Crime Behaviour’ attempts to meaningfully
combine the individual aspects (Schneider 2008). In order to carry out an economic crime in a company, the
possibility of the commission of the offence must first be recognised and evaluated. After the evaluation,
one’s own action is triggered. First of all, a situation must be identified as a security gap or a favourable
opportunity. The question then arises as to whether the employee regards the situation as a security risk or
perceives it as a ‘good opportunity’. A ‘good opportunity’ is only seen if personal risk factors are present,
such as a poor relationship with money or frustration and resentment (Bock 2019, p. 374). According to the
Leipzig Process Model, if a person experiences frustration or humiliation in their professional environment,
e.g., there is a risk of fraudulent actions in order to compensate for the negative feelings resulting from the
humiliation. (Cleff et al. 2011, p. 6) also see the subjective emotional world as a central condition for the
emergence of economic crime. A lack of recognition and appreciation, as well as frustration, increase the
probability of a crime being committed. Whereas the risk of committing a crime decreases among satisfied
actors, in addition to the criminological aspects, there are also other socio-economic aspects that can be cited
as causes of economic crime. One major factor in the increase of economic crime is the growing complexity
of companies, which usually have a deficit in the organisational structures (Hlavica et al. 2017, p. 68). This
in turn leads to an increased risk of information deficits and accounting irregularities, which in turn often
provide opportunities for fraudulent activities (Hofmann 2008, p. 43). A growing corporate complexity, with
the resulting increased opportunities for economic crime, is caused not only by complex corporate structures
but also by internationalisation (KPMG AG Wirtschaftspriifungsgesellschaft 2023, p. 10). Furthermore, the
opportunities for fraud by technically skilled perpetrators are increasing with the ongoing development of
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international networks (PricewaterhouseCoopers GmbH Wirtschaftspriifungsgesellschaft 2022, p. 10).

Characteristics of economic criminals

In addition to external groups of perpetrators, a particular risk group for economic offences are a
company’s own employees. Even the management itself is sometimes among the group of perpetrators,
since the opportunities for circumventing controls and the expertise are greatest here (Bussmann 2004, p.
40; PricewaterhouseCoopers GmbH Wirtschaftspriifungsgesellschaft 2020, p. 5). It is hardly surprising
that economic criminals are often latecomers to crime (Schneider und John 2010, p. 160). The majority
of perpetrators are around 40 years old. One reason for this could be that for some economic offences, a
certain position in the company must first be reached, with knowledge of the business processes, in order
to be able to commit the offence at all. A ‘latecomer to crime’ also implies that the offender often has
no previous criminal record. Furthermore, the ‘typical business criminal’ is well educated, married and
disproportionately often male (Neubacher 2020, p. 189). The fact that women are underrepresented in the
field of crime is also confirmed by the police crime statistics. Of 26,125 suspects, only 6,646 were female.
The age structure is also reflected in the police crime statistics. Most suspects can be categorised as being
between 30 and 40 or between 40 and 50 years old (Bundeskriminalamt 2024c). Furthermore, economic
offenders are often socially unremarkable and have very good networks (Miiller 2014, p. 15). In addition to
the social profile, a number of empirical studies have shown that the personality of the perpetrator is also a
decisive factor in the commission of an economic offence. A large number of empirical studies come to the
conclusion that economic offenders often display a strong sense of narcissism (Noll 2020, p. 94). Although
a certain narcissism seems to be common in management, extreme narcissism can also develop into a
narcissistic personality disorder. A narcissistic personality disorder can be characterised by a number of
attributes that fit the profile of an economic criminal. In addition to a pronounced sense of self-importance
and a willingness to take risks, a lack of empathy and an exaggerated desire for recognition and success, a
narcissistic personality disorder is also characterised by a lack of impulse control and the ability to deceive
and manipulate. Since narcissists are often found at higher levels of the hierarchy, they also have access to
resources that tend to be used for personal enrichment rather than by non-narcissistic individuals (Enste und
Potthoff 2024, p. 16). Further studies have also shown a lack of self-control. This refers in particular to the
ability to endure the deferral of rewards. If this ability is not particularly well developed, the person tends
to acquire the reward independently through an economic (criminal) offence (Noll 2020, p. 94). Although
a certain type of offender can be identified, some studies also show that there are economic criminals who
deviate entirely from the offender profile. In their research, Schneider and John refer to this type of offender
as the “Krisentdter” (crisis offender). In this case, a private or professional event leads to the inability to
maintain the previous status or lifestyle, and the commission of a crime to compensate (Schneider und John
2010, p. 165).

The importance of norms and values for economic crime

It is not only personality traits and character traits that shape a person’s behaviour; value orientation
and beliefs also have an impact on a person’s behaviour (Noll 2020, p. 95). To explain criminal behaviour,
it is therefore essential to also consider the effect of norms and values, since a criminal act is defined ‘by the
breaking of norms and the violation of intersubjectively shared values’ (Translation of: “durch den Bruch
von Normen und die Verletzung intersubjektiv geteilter Wertvorstellungen’’) (Mehlkop 2011, p. 83). From
criminological research, we know that a deficient sense of values has a significant impact on the commission
of a property offence (Bussmann 2008, p. 123). Since all individuals are part of a value culture, crimes are
not committed as a rule simply because people consider it ‘wrong’ and ‘indecent’, regardless of a possible
opportunity to do so or existing security gaps. In addition to committing a crime due to a deficient sense of
values, today’s generation is also characterised by a different way of looking at norms. It depends on the
context and situation in which a person finds themselves whether norms are accepted and applied. Actions
and behaviours that are considered wrong and wrong in a private context can be approved of and legitimised
in a professional context (Bussmann 2008, p. 124). These contradictions in values are also reflected in other
ways. If high standards of loyalty and honesty are applied in the family environment, these standards are
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far less likely to apply in dealings with banks, the state or even employers (Noll 2020, p. 97). The existing
‘peer groups’ in the company also have an impact on the acceptance of norms. If colleagues approve of or
encourage criminal behaviour, the individual also feels confident about committing an offence (Bussmann
2008, p. 124). In addition to an environment that legitimises crime, personal experiences of victimisation
as a result of property crimes can also reinforce a lack of commitment to norms (Meier 2021, p. 338).
From an empirical point of view, Eckhard Burkatzki (Burkatzki 2008) in particular has used a standardised
survey to examine whether a certain value orientation or value system increases the willingness to commit
economic crimes. To do this, he first defined three social systems in which economic crime can be used.
Community (regulated by informal control and solidarity among members), state (control is exercised
through the threat of sanctions and criminal law) and market (competition between several competitors
for economic success). The aim is to identify how high the acceptance of the norm-related orientations is
in the three areas. Study participants who consider community-related norms to be important show a high
level of community orientation. A nomo-centric (law-centred) orientation is present when a subject attaches
particular importance to law-abiding behaviour and, with a strong orientation towards competition and
profit maximisation in the market, an economic orientation is present. (Noll 2020, p. 95). By combining
the value orientations, prototypical subgroups can be formed from the study participants. On the one hand,
there is the ‘norm-oriented market activist’ (Translation of: “normorientierter Marktaktivist™). This subject
places a strong focus on economic success, coupled with an above-average sense of community and legal
norms. Economic success is important to this type of person, but it can be controlled and moderated by
means of a sense of duty and a sense of community. On the other hand, there is the type of the ‘radical
market activist’ (Translation of: “radikaler Marktaktivist”). Here, too, the focus is on economic success.
However, the orientation towards the community and legal norms is far below average. In this typology,
the radical market activist is the one who strongly neglects the importance of formal legal and social
concerns and instead radically puts his own market interests in the foreground (Burkatzki 2008, p. 158).
Although the radical market activists are the smallest subgroup in the study, at 14 per cent, they show
an exorbitantly high willingness to commit crimes compared to the other subgroups (Noll 2020, p. 96).
The decline in social values is also considered to be a major cause of economic crime within companies.
This includes a decline in employee loyalty and a disregard for applicable codes of conduct (KPMG AG
Wirtschaftspriifungsgesellschaft 2023, p. 22). In an environment in which standards, social values and
morals play no or only a subordinate role, the willingness to engage in criminal behaviour within one’s own
company increases. By contrast, a high level of acceptance of standards and values and a strong emotional
and social bond with the company can inhibit the exploitation of criminal opportunities and offer a certain
degree of protection against damage (Hlavica et al. 2017, p. 70). To answer the question of how a cause-
oriented fight against economic crime in the company can be carried out and what role the communication
of norms and values in the company and a corporate ethic play in this, the reactionary options and the
internal company prevention concepts for avoiding economic crime must be examined in detail.

Combating economic crime in the company

The most obvious reaction of the affected companies to economic crimes is to file a criminal complaint
and leave further criminal prosecution to the police, public prosecutor and courts. However, in reality, only a
small percentage of companies file a criminal complaint immediately, often for fear of reputational damage
(Harz 2012, p. 6). The reluctance of companies to press criminal charges in cases of economic offences
is based on four main reasons: Criminal charges pose unpredictable risks for companies, particularly due
to unmanageable investigations; criminal prosecution is seen as inefficient; the unpredictable effect of
penalties is considered to be too low; and threats of criminal charges are considered to be dysfunctional
for the detection and investigation of economic offences (Bussmann 2004, p. 37). The main reason for this
is the complexity of preliminary proceedings in the area of economic crime. Due to convoluted corporate
structures, there are often a large number of suspects and witnesses to question and an enormous amount
of documents to sift through. Due to the complexity of the issues and the expertise of the perpetrators, the
authorities often also have to call in auditors and tax experts for the investigations. All these factors make
criminal proceedings very lengthy (Neubacher 2020, p. 187). In order to conserve resources and to avoid
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inflating the duration of commercial criminal proceedings, the commercial criminal divisions often offer
‘deals’ in which some charges are disregarded if confessions are made in other charges. However, this
different treatment of economic criminals and other criminals inevitably leads to a dwindling reputation of
the criminal proceedings in general (Burkatzki und Lohr 2008, p. 15). Furthermore, criminal proceedings
can only be conducted to the extent that legal interests are also protected by criminal law. Although the
first law to combat economic crime was enacted in Germany as early as 1976 (Schwind 2021, p. 646),
there are still accusations today that legal norms are formulated in too vague a manner and are insufficient,
and that this is accompanied by imprecise legislation (Bock 2019, p. 375). Increased asset forfeiture and
the confiscation of the proceeds of crime, which a perpetrator would have to fear if they were discovered,
could help here. This approach could have a particular influence on the perpetrator’s cost-benefit analysis
before the offence (Meier 2021, p. 340). However, this is not the responsibility of companies, but of the
judiciary and politicians, who must create an effective legal framework for this. Alternatively, the company
can initiate its own investigation and implement and impose internal sanctions. The company can impose
civil, labour and even criminal sanctions. Such sanctions imposed by the immediate environment of the
perpetrator are usually more effective than criminal penalties. (Dannecker und Biilte 2020, p. 82). Internal
investigations can help to assert civil and insurance claims and prevent repeat cases. Internal investigations
are independent of possible criminal proceedings but can also be conducted in a similar manner (Siifle
2018, p. 350). In addition to interviewing employees, premises may also be searched, documents seized
and e-mails analysed. The investigating units then prepare protocols of interviews or investigation results,
which are also used by law enforcement authorities. However, German courts have not yet reached an
agreement on the use of evidence in criminal proceedings (Siile 2018, p. 354). However, it must also be clear
that legally trained personnel are needed for internal investigations and that investigations by compliance,
internal audit or corporate security, as well as by external law firms or consulting firms, are associated with
a high expenditure of time and money. In the light of the criticism of the criminal proceedings, the question
inevitably arises as to what companies can do to prevent crime and thus avoid economic crime within
the company itself, in addition to conducting internal investigations, which often only begin once a legal
violation has already occurred. The question also arises as to what role the communication of norms and
values, in particular through value-oriented corporate policy, corporate ethics and ethically based codes of
conduct, plays in the company.

Internal corporate crime prevention programmes to avoid economic crime

The overarching framework is derived from value-oriented management within the framework of
corporate governance. There is still no standardised global definition of corporate governance. Generally
speaking, corporate governance is understood to mean the legal and factual framework for managing and
supervising a company. According to the German Corporate Governance Code, good and responsible
management of the company in the interest of the company (continued existence of the company and
its sustainable value creation) requires not only legality, but also ethically sound, responsible behaviour
(Regierungskommission 2022, p. 2). The purpose of corporate governance is thus to minimise information
imbalances, eliminate conflicting goals and build trust by means of appropriate regulations (Velte und
Graewe 2021, p. 1). Accordingly, corporate governance involves compliance with laws and regulations as
well as recognised standards and recommendations, and the development of a company’s own guidelines.
The prerequisite for this is the unconditional willingness of the company’s leadership to personally accept
the standards to which the company is committed (tone at the top), as this is the only way to ensure that
governance is actually practised (Harz 2012, p. 3). Corporate governance is intended to strengthen trust in the
company’s management (Regierungskommission 2022, p. 2). By creating organisational arrangements and
procedures that determine good corporate governance, incentives, constraints and motivation for criminal
behaviour can be reduced or eliminated (Noll 2020, p. 18). Good, responsible and ethically sound corporate
governance can also serve to communicate norms and values to employees in order to reduce the risk of
economic crime in the company. To this end, the aim should be outlined of effectively preventing and punishing
economic crimes that could be committed from within the company (Noll 2020, p. 195). Corporate social
responsibility can be an important part of corporate governance. Corporate social responsibility is a voluntary
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concept for corporate social responsibility that pursues the aspect of sustainability and links the three pillars
of economy, ecology and social affairs with concrete entrepreneurial action. CSR thus encompasses a wide
range of activities undertaken by companies in the areas of social, ethical and environmental responsibility,
with which sustainable development is implemented in the company’s day-to-day operations (Hlavica et
al. 2017, p. 73). By taking CSR seriously and imposing social responsibility on themselves, companies can
also help to prevent economic crime. This can also improve their image and maximise profits (Theile 2008,
p. 417). Furthermore, good corporate governance also has a compliance management system. The focus
of compliance is on adherence to laws, ordinances and regulations, as well as internally self-imposed and
formulated rules and guidelines, which may substantiate and tighten laws and ordinances, but not disable or
weaken them (Velte und Graewe 2021, p. 24). To ensure compliance, companies implement employees or
departments that develop internal preventive and sometimes also repressive procedures to enforce internal
rules, regulations and laws independently of government law enforcement agencies. This may be, on the
one hand, the implementation of compliance training or the threat of criminal and labour law sanctions and,
on the other hand, the operation of a whistleblower system (Meier 2021, p. 341). Furthermore, codes of
conduct or codes of ethics are now par for the course, particularly in large companies. These self-imposed
rules of conduct provide employees with corporate values and corporate rules and stipulate these for each
employee. These codes of conduct are specified by corporate guidelines that are formulated for individual
departments or tasks and contain detailed specifications (Velte und Graewe 2021, p. 28). The aim is to
communicate the values and norms set out in them to employees and to serve as a guide for their decision-
making and actions, particularly to avoid undesirable behaviour, especially behaviour that is criminally
relevant. In this respect, company guidelines serve the purpose of internal social control and are thus an
instrument of secondary crime prevention (Theile 2008, p. 411). Infringements of the Code of Conduct and
behavioural guidelines must also be investigated and sanctioned by internal control mechanisms (audits,
internal investigations, whistle-blower system). Only in this way can an effective prevention concept be
achieved (Wachter 2012, p. 458). The purpose of the safeguards and controls provided by compliance is
to ensure that the company’s activities are in line with all social guidelines and values, as well as with
morals and ethics. However, this requires practical implementation through appropriate training measures
and monitoring of compliance with the company’s internal ethics and compliance programme. Overall, the
rules of conduct and ethical guidelines must be formulated, communicated and embraced in the company
in a sufficiently specific manner (Hlavica et al. 2017, p. 72) Only by integrating the company’s values
into its business processes in a sustainable way can corporate ethics be stabilised and fraud successfully
prevented (Thome 2004, p. 53) In this context, the communication of norms and values through an effective
compliance management system is of great importance in terms of crime prevention. However, it should also
be noted that an exaggerated compliance culture can have negative consequences. Excessive bureaucracy,
in particular, can lead to demotivation and the development of a culture of mistrust (Noll 2020, p. 8). This,
in turn, can have an impact on the entire corporate culture, which can influence not only the emergence
of economic crime but also the success of compliance measures (Bussmann 2010, p. 70). A compliance
system 1is therefore only effective and generates credibility among other stakeholders if it is operated
seriously, without getting out of hand in bureaucracy. This is particularly not the case if compliance is used
merely for reasons of delinking and for advertising purposes. Rather, a strong compliance system requires
a firm conviction on the part of management and employees that compliance with laws and internal rules
is part of a company’s self-image (Griininger 2016, p. 9). For this reason, values and integrity management
is often implemented as a supplement to win over employees to a general value system that promotes
a good reputation and suggests the integrity and fairness of a company to stakeholders by emphasising
moral principles (Noll 2020, p. 211). Integrity management can be considered even more ambitious than
compliance management. In the context of integrity management, companies want to use the intrinsic
motivation of employees to act in a value-oriented manner and to do ‘the right thing’. The employee should
thus act according to the ‘right’ values of their own accord and out of full conviction. To this end, companies
rely on targeted training to sensitise employees to the possibility of moral conflicts in their day-to-day
work and to show them possible solutions (Noll 2020, p. 196). However, training for managers is far more
important. This is because ensuring integrity in a company is a challenging and ongoing management task
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that requires, in particular, a consideration of employees in terms of compliance and morale, but also self-
reflection. To achieve this, it is essential that managers are trained in how to promote integrity in their area
of responsibility and how to make the right decisions in conflict situations. This is because compliance and
integrity can only succeed if executive management is aware of their role model function. (Griininger 2016, p. 10).

CONCLUSION/DISCUSSION

The decline of social values can be seen as a major cause of economic crime. In contrast, the willingness
to commit economic crimes within the company is inhibited if there is a high level of acceptance of
norms and values, as well as a strong emotional and social bond with the company. The study showed
that communicating standards and values within one’s own company has a high crime-preventing effect
in the area of economic crimes with regard to the causes and possible prevention strategies. However, a
prerequisite for successful prevention of crime is that the communication of norms and values is sustainably
integrated into the corporate processes. A code of conduct is essential for this, as is corporate governance
that puts it into practice, including ‘tone at the top’ and a supportive, efficient and controlling compliance
management system and an integrity management system tailored to the corporate culture. These are
prerequisites for systematically, preventively and sustainably counteracting fraudulent activities within the
company. Internal corporate crime prevention concepts that are based on the communication of norms and
values and implemented in the manner described are thus an appropriate instrument for crime prevention
and thus for minimising corporate economic crime.

It is in the nature of things that the communication of norms and values in the company is only suitable for
minimising economic crimes committed by internal perpetrators. Although there is often also a collaboration
between the internal and external perpetrators, or crimes are committed entirely from the outside. The
study also revealed that successful crime prevention consists of different puzzle pieces. Effectiveness is
therefore not only dependent on the communication of norms and values or the introduction of measures
to increase the risk of detection for perpetrators. Rather, successful crime prevention within a company
can only be achieved if corporate governance, compliance management and integrity management are
interwoven, and mutual functionality is guaranteed. The main focus here is on management. Compliance
can only effectively counteract economic crime in a company if the workplace culture is also coherent.
What is needed, therefore, is a vibrant culture of values that is characterised by the value of integrity and
is supported by the company’s management. It is also clear that effective and sustainable prevention of
economic crime can only be achieved through a combination of state legislation and sanctioning on the one
hand and corporate prevention and combating crime on the other.
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YCTAHOBSABAHE HA CTAHIAPTU 1 HEHHOCTHU KATO HHCTPYMEHT
3A ITIPEBEHIUSA HA ITPECTBIIHOCTTA B KOMITAHUATA

Pesztome: Llenma na cmamusima e 0a ce npoyyu u 0a ce OMeo60puU HA 8bNPOCA OAlU U 00 KAK8A CMeNneH
UKOHOMUYeCKama npecmvnHOCm Modice 0a Oboe c8edeHd 00 MUHUMYM upe3 obyyeHue 8 obiacmma
Ha cmanoapmume U YyeHHocmume 8 KoMnaunusma. 3a 0a ce omeo8opu HA U3CIe008AMENCKUSL 8bNPOC, €
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Abstract: Risk management in crisis situations is a key aspect that is of crucial importance for organisations
and societies. Crises, whether in the form of pandemics, natural disasters or other unexpected events, pose
immense challenges as they often have unpredictable and far-reaching effects on the social and economic
fabric (Gerstacker, Blitter 2019, pp. 64—69; Flefsa, Kuntosch 2022, pp. 217-223). In such situations,
risk management becomes a crucial tool for minimising losses, preserving resources and maintaining the
reputation of organisations (Gerstacker, Bldtter 2019, pp. 64—69). This article aims to explain the different
approaches to risk management in crisis situations in order to develop a comprehensive understanding
of the effectiveness and flexibility of different strategies. This paper is divided into several sections, each
of which examines specific aspects of risk management. Firstly, the basics of risk management in crisis
situations are defined. This is followed by brief analyses of risk management strategies in various countries.
Finally, the paper looks at the challenges and future developments in risk management. The unpredictability
of crises, technological and social changes as well as political framework conditions are identified as key
challenges that need to be overcome. At the same time, current trends in risk management research and the
importance of technology and innovation for future strategies are discussed. The aim is to develop a global
approach that makes it possible to respond effectively to crises in an increasingly networked world.
Keywords: Risks, Risk Management System, Crises Situations, Challenges; Future Developments

INTRODUCTION

Risk management is a crucial process that aims to identify, assess and manage potential risks in order
to minimise the negative impact on organisations and societies. In crisis situations such as pandemics or
natural disasters, risk management gains additional importance, as the unpredictability and urgency of
such events require a rapid and effective response (Gerstacker et al. 2019). A systematic and documented
approach to risks, as prescribed by the law on control and transparency in the corporate sector, is particularly
important in times of crisis in order to recognise and counteract deviations from defined targets at an early
stage (Gerstacker et al. 2019). By outlining the basics of risk management in crisis situations, it becomes
clear that a systematic approach is required to effectively meet the challenges of such events. Both the
minimisation of losses and the preservation of resources and reputation are key aspects that determine
success or failure in times of crisis.

The importance of the topic can therefore be attributed to the fact that there is necessity of responding
to globalization crises. The COVID-19 pandemic has most effectively shown that there is nothing like risk
management if organisations must continue to exist and people stay healthy (Gerber, Wandjo 2023, pp.
349-376; Wahidie, Yilmaz-Aslan 2022, pp. 151-156). That is why, with reference to crisis management
not only implies a set of onlooker’s actions but also presupposes the existence of anticipatory strategies
allowing to evaluate losses and threats at the initial stage (Gerstacker, Blétter 2019, pp. 64—-69; Herrmann,
Buspavanich, Oeser, Berger, Lech, Gellert 2023, pp. 26-34).

RESEARCH METHODOLOGY

This article is primarily based on the methods of case studies, academic literature, press releases and
experience reports from the private and public sectors. Analyzing case studies from different countries with
regard to their risk management in crisis situations offers several advantages. On the one hand, the different
approaches can generate a learning effect for other countries and thus avoid the repetition of mistakes.
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Another aspect is the strengthening of international cooperation through the exchange of this information,
which can lead to an increase in resilience through diversification.

The analysis of international case studies has been shown to result in a risk management approach that
1s more well-founded, more flexible and more effective in crisis situations. The case studies selected for this
article were chosen to represent a broad range of existing crisis situations, including Germany, which was
selected for its analysis of crisis management during the pandemic of 2020, Japan, which was selected for
its handling of natural disasters, the USA, which was selected for its crisis management following various
terrorist attacks, and South Korea, which was selected for its handling of health crises.

RESULTS

Case studies from different countries

A. Case study 1: Germany (Analysis of crisis management during COVID-19)

The COVID-19 pandemic presented Germany with unprecedented challenges that required robust
crisis management. Germany responded with a combination of measures, including national lockdowns,
testing strategies and vaccination campaigns. These measures aimed to contain the spread of the virus and
protect the healthcare system from overload (Gerber et al. 2023). The rapid development and provision of
vaccines was a decisive factor that made it possible to get the pandemic under control. Germany’s federal
structure also played an important role, as it allowed for flexible responses to regional centres of infection,
but also led to coordination problems (Herzog et al. 2022).

B. Case study 2: Japan (Dealing with natural disasters (e.g. earthquakes))

Japan is known for its extensive measures to prepare for natural disasters, especially earthquakes.
These measures include strict building codes, regular disaster drills and a sophisticated early warning
system. These strategies are designed to protect human life and minimise property damage. The Japanese
government has set itself the task of comprehensively educating the population about risks and preventive
measures, which leads to a high level of awareness in society.

C. Case study 3: USA (Crisis management after terrorist attacks)

The terrorist attacks of 11 September 2001 presented the USA with enormous challenges in the area of
crisis management. The immediate response included the mobilisation of rescue forces and the securing of
endangered areas. In the long term, this incident led to fundamental changes in the country’s security and
risk management strategies. The introduction of the Department of Homeland Security and the tightening
of security measures are direct consequences of these events.

D. Case study 4: South Korea (Dealing with health crises (e.g. MERS, COVID-19))

South Korea has distinguished itself through its proactive and technology-based approach to dealing
with health crises. During the MERS epidemic in 2015, the country developed effective strategies to contain
the spread of infectious diseases. This experience was used during the COVID-19 pandemic to implement
comprehensive testing and tracing systems (FleBa et al. 2022). The use of digital technologies to monitor
infection chains played a central role in this.

Comparison of risk management strategies

1. Cultural and political influences

The cultural and political framework of a country plays a decisive role in the design and implementation
of risk management strategies. In Germany, for example, federal structures and decentralised decision-
making processes influence the way in which crises are managed (Gerstacker et al. 2019). This often leads
to a variety of approaches that are adapted to local circumstances, but also to a certain lack of uniformity in
the response. In contrast, South Korea shows a centralised and coordinated approach based on fast decision-
making processes and a high level of compliance among the population (FleBa et al. 2022). These differences
illustrate how cultural and political factors can influence the effectiveness and speed of implementation of
risk management strategies.
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2. Access to and distribution of resources

Access to and distribution of resources are decisive factors for the effectiveness of risk management
strategies. In Germany, well-equipped healthcare systems play a central role in coping with crises such as the
COVID-19 pandemic (Gerstacker et al. 2019). These resources make it possible to react quickly to changing
situations and make the necessary adjustments to protect the health of the population. In contrast, South
Korea has shown how effective crisis management is possible even with more limited resources through
the use of technology and innovation, such as comprehensive testing and tracking systems (Gerstacker et
al. 2019).

Success factors for effective risk management

1. Community involvement

Community involvement is a key success factor for effective risk management. In Japan, the population
is regularly involved in disaster drills, which increases awareness of risks and promotes willingness to
participate in crisis situations. This community involvement helps to ensure that risk reduction measures are
widely accepted and effectively implemented. In South Korea, the government’s transparent communication
during the COVID-19 pandemic has strengthened public confidence and supported compliance with
measures (Wahidie et al. 2022).

2. Flexibility and adaptability

Flexibility and adaptability are crucial in order to be able to react to rapidly changing crisis situations.
In Germany, federal structures have both advantages and disadvantages in terms of flexibility, as they
enable adaptations to local needs, but can also lead to delays (Gerstacker et al. 2019). South Korea has
shown during the COVID-19 pandemic that rapid adaptability can be achieved through the use of modern
technologies and clear communication strategies (FleBa et al. 2022).

Challenges in risk management

A. Unpredictability of crises

The fact that crises are unpredictable is another issue prominent in risk management. Crisis is by
definition an unforeseen event which affects organisations and societies and which has substantial
implications (Gerstacker, Blatter 2019, pp. 64-69). COVID19 is an example of when a threat can emerge
suddenly and how challenging it is to be prepared for this kind of threat (FleBa, Kuntosch 2022, pp. 217-
223). This unpredictability means that risk managers need to be very agile and ready to adapt in response
to changing information. Risk management must therefore consider possible development of efficient
strategies that ease quick and effective response to the unforeseen accidents.

The need for the preparedness for response to a surprise entails often the readiness and preparedness
to adjust the previous plans and strategies. In many cases, this means implementing a learning and
improvement-oriented culture within the broader organisations. For instance, throughout the COVID-19
situation all around the world, most of the nations have been indefinitely shifting their health and safety
measures to fit the current needs (Herzog, Beil, Kelly 2022, pp. 1409-1430). It is important to do so to
address the dynamics of unexpected emergencies that may occur at any one time.

Last, but not least, the fact that crises are unpredictable makes cooperation between different actors
very high, and coordination is necessary. These are ministries, departments, government agencies, NGOs,
international organisations, civil society organisations among others. The COVID-19 pandemic has
illustrated a need for international collaboration in order to address a crisis quickly (Wahidie, Y1lmaz-Aslan
2022, pp. 151-156). Since resources can be shared and coordinated in a network and alliance fashion, the
negative effects of unpredictable crises may be minimized.

B. Technological and social changes

Technology and social factors also form another threat that has a great potential impact when it comes to
risk management. By exploring these linkages it will be possible to develop an understanding of operational
technologies and the risks they present as well as their potential benefits. For instance, digital platforms
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have supported operationalization of many industries during the COVID-19 world crisis (Gerber, Wandjo
2023, pp. 349-376). However, the implementation of such technologies also introduce new categories of
risks for instance a cyber risk or data risk which must be addressed in risk management strategy.

Yet again, operational changes such as shifting demographics and changing social expectations affect
the perception and management of risks. For instance, in the context of the pandemic, social networks,
and digital communication can become effective for delivering information and community mobilisation
(Herrmann et al. 2023, pp. 26-34). At the same time they have proven to be a source of many myths which
make it hard to manage crises. Risk managers must therefore pay keen attention and analyse social trends
and its implications on the risk exposure scenery.

Last but not least technological and social change challenges call for promotion of training and
awareness among the employees of the organization. Technological training and handling of social change
are fundamentals of risk management. What is critical for organisations to manage is the ability of their
employees to address new demands and pressures that emanate from technological as well as social change.

C. Political framework and decision-making

When it comes to risk management it is clear that political framework conditions are most relevant
as they define the overall environment for action and determine possible courses of actions and their
implications. During crisis situations, political measures play a decisive role to mobilise resources and
orchestrate measures (FleBa, Kuntosch 2022, pp. 217-223). The pandemic has proven that one of the critical
factors of managing risks is the speed and efficiency of governments’ activities.

Another issue they speak up about is that most political decisions take quite a long time to make they
are hampered by bureaucracy. Large hierarchies reduce the speed in which response to threats is activated
and this slows down risk management (Flea, Kuntosch 2022, pp. 217-223). Fast decision-making as a
result of well-coordinated administrations and clearly assigned communication paths are thus indispensable
for acting immediately in emergency cases.

Last but not least, political framework conditions also determine the distribution of resources needed
for risk management. Who gets funded and what gets funded helps shape which risks can be managed and
which steps can be taken. Risk management in the larger system therefore needs to be aligned very closely
with political decision makers to ensure that resources are available and used well.

Future developments in risk management

A. Trends in risk management research

In the present concerns of the risk management subject these scholars have seen that there is a tendency
on focusing on the utilization of big data as well as Al in risk prediction for better operational efficiency
in risk management. This approach facilitates strategic use of collected information to support decision
making and in some cases acts as a replacement for other conventional approaches. Al in risk assessment
has been found to have capabilities that allow it to identify what the observer cannot see, hence quick
identification of the possible crises (Gantenbein 2016, pp. 387—406). As the same, there are some questions
to the usage of such technologies from the ethical data protection points of view. Researchers are therefore
trying to come up with measures that are as efficient as they are ethically warranted.

Another major tendency is the growth of interest in the systems’ reliability and robustness. As a result,
the emergent characteristic in the literature, of resilience, the ability of a system to recover quickly after a
disruption, is deemed more important than before. The generally accepted approach previously was entirely
precautionary and mainly preventive, but it is now fully realized that it is impossible to eliminate many
risks. Instead, what a robust structure can assist to mitigate the detrimental effects of the messy scenarios.
There are post hoc studies proving that those who allocate resources to resilience management cope with
unpredicted circumstances effectively (FleBa, Kuntosch 2022, pp. 217-223).

In the current literature, there has been a shift of emphasis on the part that communities play in
managing risks. These communities are essential in risk identification of the local risks and risk combating
mechanisms. The evidence suggests that for any risk management strategies to work, an engagement of the
locals in decision making is helpful in ensuring their effectiveness (Herzog, Beil, Kelly 2022, pp. 1409-1430).
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B. Importance of technology and innovation

The further development of risk management is shaped decisively by technology and innovation. To that
respect, the digitalisation favours the emergence of new strategies to monitor and control risks. Sensors and
drones are used as technological tools to aid in real time data collection and analysis in a way that is better
suited for responding to these emerging threats (Gerber, Wandjo 2023, pp. 349-376). These technologies
can be useful for risk detection at a time when they are still on the level of risks rather than crises.

Technological advancement also poses other risks, which must be considered as well at one point. Of
course, occupants rely on technology to build their lives, but in doing so, they create new kinds of risks,
such as cybersecurity risks. Risk management strategies should therefore not only include the application
of technologies but also include the protection of these technologies in the future (Wahidie, Y1lmaz-Aslan
2022, pp. 151-156).

In conclusion, one can put itbeyond any doubt that existing threat and risk factors, as well as opportunities
for managing them, are closely connected with the advancements of technology and innovation. However,
for these tools to be of the intended impacts, the use of these tools should be well planned and performed
without introducing additional threats.

C. Need for a global approach

The use of an international approach to approaches to risk management appears to be more suitable
because most threats are not limited by state borders. The pandemic of COVID-19 proves that the problems
of the whole world should be solved by the actions of the whole world. Globalisation and organisations are
crucial for the organisation of actions and supply of assets during crises (FleBa, Kuntosch 2022, pp. 217—
223). In turn, development of international standards in RM can facilitate the enhancement of the efficiency
of measures thus bringing consistency throughout the nations.

Global approach also makes it easy to determine how best to use resources within a country as resources
can be taken internationally. One source of learning that countries can use and adopt is what works and
what does not work in others’ risk management. It can be especially useful for the countries with the limited
budget since they can lean on the experience and the knowledge of others (Gerstacker, Blitter 2019, pp.
64-69).

Last but not the least, it insists on the global efforts towards eliminating the social and economical
effect of crises. Anything in the world like climate change or pandemic needs an action from everyone as
well as justice and fairness. The global society must make it possible for all nations in the globe to mitigate,
prepare and respond to disasters (Herzog, Beil, Kelly 2022, pp. 1409-1430).

In sum, it can be said that the importance of applying approaches to risk management on the global
level is tremendously high in terms of meeting the challenges of the present world. The shifty nature as
well as the volatility of crises further talks of the fact that risk management must be responsive to change.

CONCLUSION

Many businesses around the world are pursuing a global approach to risk management as threat and
opportunities expand due to the integration of a global economy. As a result, future research should pay
more attention to how new technologies and international collaboration could be applied to strengthen
capacities for effective crisis management.

One key aspect that emerges from the case studies is the significance of cultural and political influences
on risk management strategies. The different approaches taken in the countries analysed are strongly
influenced by their political frameworks and social norms. For example, the effective use of technology and
innovation in South Korea during health crises such as MERS and COVID-19 has shown the importance of
flexible and adaptable risk management. This flexibility makes it possible to respond quickly to changing
conditions and mitigate the impact of crises (Herzog et al. 2022; Wahidie et al. 2022).

The challenges posed by the unpredictability of crises and the rapid pace of technological and social
change emphasise the need for a dynamic approach to risk management. The case studies have shown that
successful crisis management often depends on the ability to communicate quickly and effectively to avoid
confusion and maintain stakeholder confidence. This requires close collaboration between all stakeholders,
including the community, which emphasises the importance of community-oriented risk management
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(Wahidie et al. 2022).

In conclusion, the study of risk management strategies in different countries offers valuable insights
for practice and at the same time shows where future research efforts can start. A global approach to risk
management is becoming increasingly important as the world becomes more interconnected and challenges
more complex. Future research should focus on how technological innovation and co-operation across
national borders can be used to respond effectively to crises. The development of new models and theories
that take into account the specific needs and conditions of different regions will be crucial to strengthen the
resilience of societies and organisations to future crises (FleBa et al. 2022; Herrmann et al. 2023).

The development of new models and theories that take into account the specific needs and conditions
of different regions will be crucial to strengthening the resilience of societies and organisations to future
crises (FleBa, Kuntosch 2022, pp. 217-223; Herrmann et al. 2023, pp. 26-34).
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YIIPABJIEHUE HA PUCKA B KPU3UCHU CUTYALIUN

Peztome: Vnpaenienuemo Ha pucka 6 KpU3UCHU CUMyayuu e K408 ACNEeKnm, KOUmo e Om peudasaujo
3HaueHue 3a opeanuzayuume u oouwecmeama. Kpuzume, Hezagucumo oanu ca noo popmama Ha namoemu,
npupooru bedcmeus, uiu Opyeu HeouakeaHu cbOumus, npeocmasisisam 02POMHO NpPeou3sUKaAmenrcmaeo,
Mbll KAmo Yecmo umMam HenpeosuouMu U MawjaOHu Nocieouyu 3a COYUAIHAmMa U UKOHOMUYECKama
cmpykmypa (Gerstacker, Bldtter 2019, pp. 64—69; Flefia, Kuntosch 2022, pp. 217—-223). B maxusa cumyayuu
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VApAasieHuemo Ha PUCKa ce npespbiya 8 K408 UHCMPYMEeHm 3a MUHUMUSUPAHe Ha 3a2youme, 3anda3eaHe
Ha pecypcume u nodowvpoicane Ha penymayusima Ha opeanuzayuume (Gerstacker, Bldtter 2019, pp. 64—69).
Hacmoswama cmamus uma 3a yen 0a 065cHu pasiudnume nooxoou KbM ynpaeieHuemo Hd pUucka 8 KpU3UCHU
cumyayuu, 3a 0a ce passue YAI0CMHO pazoupane 3a epeKmusHOCmma u 2b6KA60CMMA HA paludHume
cmpamezuu. Cmamusama e pasoeiena Ha HAKOJIKO YACMU, 8CAKA OM KOUMO Pa321excod KOHKPEemHU dcnekxmu
Ha ynpasnenuemo Ha pucka. Ha nvpeo macmo ca oegpunupanu ocHogume Ha ynpagienuemo Ha puckd 8
KpuzucHu cumyayuu. Toea e nocied8ano om Kpamku aHaIU3u Ha cmpamezuume 3a YnpasieHue Ha puckd 8
paznuynu Ovpxcasu. Hakpas ookymenmvm pazenexcoa npeouzsuxamenicmeama u 6vx0euwjomo pazeumue Ha
ynpasenenuemo Ha pucka. Henpedckaszyemocmma nHa Kpuzume, mexHOI02UYHUME U COYUATHUME NPOMEHU,
KAKmo u NOIumudeckume pamKosu YClosus ca OnpeoeneHu Kamo OCHOGHU Npeou3sUKamencmaed, Koumo
mpsibea 0a bvoam npeodoneru. CouespemMeHHO ce 00CLIHCOAm aKmyaiHume meHOeHYUU 8 U3C1e08AHUIMA
8 obnacmma Ha YnpasieHuemo Ha PUcka U 3HaYeHuemo Ha mexmoiocuume u uHosayuume 3a Ovoewume
cmpamezuu. Llenma e oa ce paspabomu enobanen nooxoo, KOUmo 0a Hanpagu 8b3MONCHO eqheKMUEBHOMO
peazupane Ha KpU3u 8 eOUH 8ce NO-C8bP3AH 8 MPeNcd CEAM.

Knwuoeu dymu: puckose, cucmema 3a ynpagienue Ha puckd, KPUUCHU CUMYAyuu, npeoussuKameicmed,
Ovoewo pazsumue

Honac Xei, J0KTOPaHT
YHUBEpCUTET 110 OMOITMOTEKO3HAHUE U MH(POPMAITMOHHHN TEXHOJIOTHH
E-mail: JonasHeesch@web.de
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Abstract: The study aims to explore the implications of the recently amended Electricity Law on offshore
wind energy development in Vietnam. The study will highlight crutial elements in Vietnam's energy strategy,
focussing on offshore wind development in the light of the amended Electricity Law. The research will
follow the hypothesis that the provisions in the amended Electricity Law the development of offshore wind is
hampered and the investments of foreign investors must be slowed down and therefore adapted. Therefore,
the research question is: In what ways does the amended Electricity Law influence the offshore wind
development in Vietnam? The methodology used is a PEST analysis with semi-structured Expert Interviews.
The outcomes will present the experts’analytical perspective on the amended Electricity Law and its impact
on offshore wind development in Vietnam.

Keywords: Electricity Law, Offshore Wind; Vietnam Energy Sector, Vietnam

INTRODUCTION

This paper evaluates the effects of the amended Electricity Law (AEL) No. 61/2024/QH15, effective
from 01.02.2025, on offshore wind (OW) energy development in Vietnam. The study will further aim
to point out and evaluate the challenges and advantages associated with this law. The hypothesis is that
the provisions in the amended Electricity Law the development of offshore wind is hampered and the
investments of foreign investors must be slowed down and therefore adapted. The research question is: In
what ways does the amended Electricity Law influence offshore wind development in Vietnam?

RESEARCH METHODOLOGY

To answer the research question, the author chose a qualitative methodology because it will provide
deep insights into the subjective perspective of the interviewees to gain solid research findings (vgl. Rulsin
et al., 2022, pp. 22-23). It also ensures a more comprehensive analysis of the complex implications of
the amended Electricity Law on OW development in Vietnam. To ensure data accuracy, a semi-structured
Expert Interview guide will be a trustworthy, comprehensive methodology and ensure a structured workflow
and systematic reliability in research (vgl. Kallio et al., 2016, p. 9). Therefore, the PEST analysis questions
will provide the structure. The unique perception, individual experience, and context of individuals enrich
the depth and quality of qualitative data (vgl. Naz, Gulab and Aslam, 2022, pp. 42—43). The corresponding
research tasks are:

1. The implementation qualitative interview with PEST analysis with the aim of recording subjective
perspectives of the stakeholders. 2. The creation of an interview guide. 3. Identification of suitable interview
partners. 4. Collecting and evaluating the interview data. 5. Transcribe the answers using grounded theory/
coding to categorize and label data to identify patterns, themes, and concepts. 6. Presentation and discussion
of the results.

Political, economic, social, and technological factors drive strategic decision-making, and understanding
external factors is a meaningful analysis technique that accommodates flexibility (vgl. Cox, 2021, p. 3).

The structure and questions in Table 1 are chosen to comprehensively explore the political, economic,
social, and technical impacts of the amended Electricity Law in Vietnam. Each section aims to gather
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insights from key experts to fully understand the law’s effect on the offshore wind energy market in Vietnam.
This structured approach enables the capture of essential factors that influence the offshore wind sector in
relation to this legislation.

Table 1. Interview questions: Viewpoints of Leading Experts on the Revised Electricity Law and its
Impact on Offshore Wind Energy in Vietnam

Introduction
1. Could you please introduce yourself and your expertise regarding renewable energy in
Vietnam?

2. How long have you been involved in renewable energy development in Vietnam?

Section 1 — Political

3. How will the amended Electricity Law influence the political landscape for Offshore Wind in
Vietnam?

4. What specific policies or incentives are needed to accelerate domestic offshore wind
development in Vietnam?

5. Could you share examples of successful policy initiatives related to wind power development
in other countries from which Vietnam can learn?

6. What challenges do you see in the amended Electricity Law when implementing these policies
in Vietnam?

Section 2 — Economic

7. What economic impacts do you foresee related to the amended Electricity Law for
offshore wind development in Vietnam?

8. How will the amended Electricity Law impact the costs of offshore wind energy in
Vietnam and its competitiveness in the electricity market?

9. How does the amended Electricity Law influence offshore wind’s economic
viability and profitability?

10.  What challenges will arise with the amended Electricity Law for international and
domestic developers?

11.  What are the potential economic benefits of the amended Electricity Law in terms
of offshore wind development in Vietnam?

Section 3 — Social
12. How might the amended Electricity Law affect local communities and social
acceptance of offshore wind projects in Vietnam?
13.  What are the potential social benefits of offshore wind development for the
Vietnamese population, particularly in job creation and economic opportunities?
14.  Does the amended electricity law address social disparities in regions where
offshore wind is foreseen to be implemented?
15. How do stakeholders perceive the social implications of offshore wind development under the
amended electricity law?
16. Whatrole do public perceptions and community engagement play in successfully implementing
offshore wind?
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Section 4 — Technological
17.  What advancements in technology are being driven by the amended Electricity
Law to support the growth of offshore wind in Vietnam?
18.  What technological challenges are offshore wind developers facing under the
amended Electricity Law, and how can they be addressed?
19. In what ways does the amended Electricity Law facilitate or hinder innovation for offshore
wind technology in Vietnam?
20. Are technological efficiency and effectiveness enhancements for offshore wind in Vietnam
sufficiently addressed in the amended Electricity Law?

Conclusion
21.  From your perspective, what are the top three recommendations for Vietnam
regarding the amended Electricity Law related to offshore wind?
22. Do you have any additional insights or resources that would benefit this research?

In the context of the preliminary investigation, involving different actors in achieving a high-quality
result is helpful. 3 types of interviewees are used.

1. Interviewee 1: A senior researcher of a leading Vietnamese organization anchored in the government
apparatus and whose main responsibility for electricity market planning is the subject.

2. Interviewee 2: A Country Manager Vietnam of an international offshore wind project developer with
planning activities in Vietnam.

3. Interviewee 3: One of the top international associations for the worldwide development and
promotion of offshore wind energy.

The interviews were conducted in January 2025 in Vietnam, based on pre-proven interview questions
with key stakeholders from the offshore wind energy sector, both domestic and international. The interviews
have been transcribed and analysed by coding identify thoughts, opinions, similarities and contrasts but also
connections, following grounded theory.

Political Examination

The AEL will shape the future of Vietnam’s electricity market, especially OW development. The
interviewees shared their thoughts on whether this law change could potentially impact the market and
whether experience from foreign countries can be beneficial.

Sub-theme 1: Policy need assessment

The interviewees emphasized the need for pricing mechanisms for electricity from OW energy,
requirements for implementation guidelines, land use planning, transparent regulations on market access,
and strategies to unlock green growth in Vietnam’s industry.

Pricing: The interviewees emphasize the need for a price framework, introduction of unified
standardizations, and attractive framework conditions to attract foreign investments.

,,...0ffshore wind needs a lot of international financing as well. So Vietnam needs to attract
those international finance in order to develop the industry” — Interviewee 2

Land use planning: The interviewees emphasise the need for legally binding regulation in planning.

“...we just have the electricity law, but we still need other decree and circular to guide on the way
the government will implement offshore wind. So we need a whole set of regulation frameworks for it.“ —
Interviewee 2

Governance policy structure: The interviewees highlight the need for market development programs,
regulated procedures for approval in the application process, regulations for the lease of sea land, and
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developments and adjustments in the power purchase agreement with the energy supplier.

“The whole route to market on the regulation involving the whole permitting process, seabed leasing,
PPA auction, breed development, all the technical standards need to be in place and many others.“ —
Interviewee 2

Sub-theme 2: International Experience and Takeaways
Since Vietnam is currently still in an early stage of OW development, there is a necessity and opportunity
to incorporate experience and minimize mistakes through the learning curve of highly developed countries.

Policy framework: The interviewees emphasise that coordinated government action and a solid legal
framework led to market growth and brought clear procedures and processes.

“We can also see the example of Philippines with this market that probably had a similar situation with
Vietnam. In the Philippines, the government, especially the president, has shown very strong support for the
industry. And he directs the ministry of energy and also the ministry of the government to work together to
move ahead. *“ — Interviewee 2

Incentive structure: The interviewees emphasize that a stable electricity price system for OW
electricity, such as the contract for difference (CFD) in England and the feed-in tariff in Taiwan and Germany,
reduces the perception of investment risks. This system forms an important basis and should, therefore, be
implemented in Vietnam.

“Germany could be mentioned here as one of the first markets worldwide for offshore wind. And
Taiwan could be mentioned as the first market in Asia for offshore wind. And in both countries, an attractive
feed-in tariff was introduced for the first projects. “ — Interviewee 3

Long-term incentive structure: In order to reduce the costs of OW in the long term, it is advisable to
introduce bidding procedures after the market has established itself in order to achieve low prices through
a competitive situation of the bidders, which reduces government costs, which generates further growth.

“In the near future, after 2030, when offshore wind in Vietham becomes a major industry, we should
apply bidding processes for offshore wind development because we are not there yet. “ — Interviewee 1

Sub-theme 3: Hurdles in deploying the AEL: The interviewees confirm several important challenges
and uncertainties regarding pricing incentives, financing risks, and power purchase contract risks that can
result in OW investments not being directed to Vietnam.

“One challenge is that there is no tariff that has been set yet for offshore wind projects. There are initial
ideas for nearshore projects. And we also think for these nearshore projects, the tariffs probably are too low
for a successful project implementation. “ — Interviewee 3

Policy and Financial Contrains: The interviewees emphasize additional challenges due to
disadvantageous regulations for foreign investors in OW, especially for pilot projects. These regulations
also reduce Vietnam’s ability to exploit international knowledge and access financing opportunities.

“We think that Vietnam should open. And we already see that in electricity law. They already opened the
door for FDI company to invest into offshore wind in Vietnam. Because we see that this is a new industry.
And which is also a billion-dollar investment per project. So it's easy to make mistakes. So Vietnam should
use the expertise and the knowledge of international developers who have done this before in other markets.
And use their skills to help the local companies “ — Interviewee 2 “

Establishing a strong, competitive local market: The interviewees emphasize the challenges of
developing local value chains. They also emphasize the importance of developing one’s own resources and
addressing and dealing with location-specific OW challenges.

“One of the key criteria Vietnam considers for offshore wind is security. You see, the first article focuses
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on security for Vietnam, and this is a major challenge, especially because offshore wind farms are located
very far from shore. “ — Interviewee 1

State Defense issues and compliance hurdles: The interviewees emphasize an existing risk related
to the approval process and associated process steps, but also the approval problems and security concerns
associated with planning near military areas.

“The permitting process need to be issued clearly as well. To give the developers the confidence to
develop and to invest in this market. “ — Interviewee 2

Concerns about AEL’s advantages on OW development issues: One interviewee shared thoughts
and concerns about a positive outcome for the sector related to AEL.

“Unfortunately, we see a legal framework that is unlikely to have a positive impact on the development
of offshore wind. “ — Interviewee 3

Beneficial state measures: The AEL clarifies that OW may significantly contribute to the country’s
strategic energy orientation. According to the interviewee, as a basis for further developments in the legal
framework, the AEL will support this and possibly economic growth.

“I think that the amended electricity law is a great signal for the offshore wind industry in Vietnam. [
think this is the first time offshore wind has its own chapter in a law. It shows how important the government
views the industry and the technology” — Interviewee 2

Economical examination

The AEL impacts not only the OW sector but also investment hurdles, economic prospects, financial
sustainability, and cost-effectiveness. The interviewees mentioned the difficulties in obtaining funds, the
possibility of industrial growth, and lasting economic advantages.

Sub-theme 1: Economic advantages:
The development of OW in Vietnam supports sustainability, economic growth, and electricity security.

Workforce and supply chain development: The interviewees see a potential for OW to improve
value creation and port construction and related economic sectors in particular to benefit positively from it.

“Offshore wind also creates opportunities in the supply chain, as Vietnam can develop and provide
some components for offshore wind projects within the country. “ — Interviewee 1

New market development and the potential to be a regional centre. The interviewees see the
potential for a new industry to emerge in Vietnam, which would serve not only its own supply but also
chains beyond Vietnam.

“...the potential economic benefit of electricity law for offshore wind in Vietnam is it can create a new
industry model for Vietnam. And we re not talking just project. We 're talking about the supply chain to be
able to set up in Vietnam. *“ — Interviewee 2

Net-zero and coal phase-out. The interviewee discussed how OW can contribute to achieving the
country’s climate goals and how a coal phaseout can succeed through the use of renewable energies.

“(...theres) a Vietnamese commitment for net zero in 2050, so it’s also we need one of the power to
supply for Vietnam, which is a good impact for power supply, ...they can replace some part in for coal-fired
power plant. At that time the coal-fired power plant maybe decommissioned, so with one of the replace for
this“ — Interviewee 1

Sub-theme 2: Obstacles for International and Domestic Developers/Investors
In addition to the great potential, there are also economic and governance challenges.
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Uncertainties: The interviewees confirm that working with state-owned companies is a major challenge
for international developers and investors.

“In the draft cert, it probably mentions something about FDI companies have to partner with an SOE,
and with the ownership of SOEs at a minimum of 5%. I think that’s also a challenge, but not impossible to
do because the government has some concern.” — Interviewee 2

Economic content: The interviewees share the view that project developers face a major challenge in
achieving sustainable margins due to high initial costs that are offset by low electricity tariff prices.

“For domestic companies, they need to have experience. They have done offshore wind projects before.
For domestic companies right now, I think that they can show the experience like some near-shore wind
projects in Vietnam, some intertidal projects in Vietnam. But those are the challenges for those companies.”
— Interviewee 2

Restricted availability to global expertise and state assistance: The interviewees note that local
companies lack access to international know-how and government support, making competition with
international companies more difficult.

“For domestic companies, they need to have experience. They have done offshore wind projects
before. For domestic companies right now, I think that they can show the experience like some near-
shore wind projects in Vietnam, some intertidal projects in Vietnam. But those are the challenges for
those companies.” — Interviewee 2

Sub-theme 3: Implications for cost reductions and market position
The market result will be improved by increasing price competition.

PPA Viability: According to interviewees, the financial viability of PPAs is highly needed and needs
to be developed because they reduce investment risks.

“We expect cost increases because of the increased project risk and also time delays because of this.
Because we always think risk is more or less equal to money, so to cost.” — Interviewee 3

Sub-theme 4: Financial feasibility and profit:
To attract investors, OW must offer a positive prospect in terms of profit, bankability, and financial
feasibility.

Financial returns and divers implementations: The interviewees note how OW, together with other
sectors of the economy, is expanding its sectors and helping other sectors to grow.

“...maybe we haven't seen before—but I think it’s we have a profit there when we have, you see, it's
maybe when we combine together with the aquaculture to provide some product because you know, Vietnam
(...has a) long beach distance so we can finalize the fishery & can combine with the offshore wind. It's one
of thing, and another it’s a maybe you can apply for housing if we have a flood of electricity” — Interviewee 1

Safety concerns and financial uncertainties: An interviewee notes how safety concerns affect
sustainable profitability.

“We have potential, but you know, to exploit offshore wind, we need to identify which area is suitable for
the load because in some it'’s a high potential (...but theres) the concern about the security” — Interviewee 1

Social Examination
The AEL aims to improve social situations positively by improving public perception and workforce
creation.

Sub-theme 1: Public Perceptions and Encuragement
The interviewees commented on public acceptance, issues related to the impact on nature, land rights
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and national security, and the need for transparent communication.

Necessity of public participation and acceptance: For successful OW development it is essential to
include needs for public acceptance.

“I think that the law will increase the level of acceptance of offshore wind in Vietnam. Because once the
law has been issued and one other detailed regulation issue, I can see that during the process of working
on this, the National Assembly and the government have been thinking very clearly about the impact the
industry is going to create for other stakeholders as well, not just for the energy industry.” — Interviewee 2

Ecological and safety aspects: According to an interview, OW is understood as positive for the
environment and it also needs to be brought more to the fore, as it also contributes to safety-relevant aspects.

“The government has been thinking a lot about protecting the environment and also national security
as well” — Interviewee 2

Community issues and demand for enhanced dialogue: The interviewees believe that public doubt
is rising due to a lack of local participation, little communication about project effects, and worries about
transmission lines.

“From our view, this is a missed opportunity to build up a new economic sector for Vietnam together
with the Vietnamese people and industry. And from our perspective, acceptance is unlikely to increase in
this way for offshore wind” — Interviewee 3

Sub-theme 2: Impact on labor market
Since OW promises fundamentally positive effects on the economy, the respondents discuss the
sustainability of new jobs.

Regional Business and Workforce Development: The interviewees outline regional businesses.
They plan to expand into OW and establish long-term employment opportunities in production, logistics,
and maintenance.

“If Vietnam can develop the whole industry, not just the product, but develop the industry that goes
along with it, then there could be a lot of jobs to be created. There will be a lot of economic impacts to be
created for local companies.” — Interviewee 2

Renewable Energy for Economic Growth: The participant points out that OW is to be understood in
the close context of economic growth and extends to other areas.

“...the production of green electricity also will attract more industry, which in turn will create more
jobs.” — Interviewee 3

Restricted and temporary employment restrictions: Some of the interviewees have the view that
the labour market effect will be short-term and will mainly concentrate on the areas of construction and
installation. This also paints a mixed picture of the AEL’s impacts.

“I think for socio, as I mentioned (...before) about the job creation and economic opportunities, 1
think it's not so big because you we cannot enjoy too much in this because I havent seen many companies
(...say) offshore wind in Vietnam can create many jobs, but it’s only in the (...sector) of prepare one and
installation, and we know at this time by 2030 we cannot too much job for offshore wind because in Vietnam
only (installation & prep jobs) but the job is not too much (limited).” — Interviewee [

Sub-theme 3: Social inequalities
Questions persist about whether OW development will be fairly communities throughout Vietnam.

Monitoring and policy engagement: The respondent notes that OW development should be monitored
and reviewed by engaged ministries to ensure a fair and balanced distribution.
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“When offshore wind projects are being implemented, any decision related to offshore wind projects
will need the comments from many related ministries, like the Ministry of Agriculture, the Ministry of
Natural Resources and Environment, and the Ministry of Finance as well. So, the government has done this
in a way that the government views offshore wind to be such a big impact industry that needs to be reviewed
carefully project by project.” — Interviewee 2

Insufficient social emphasis and imbalanced economic distribution: Interviewees respond that
the economic advantage may not reach local communities due to a lack of regulations addressing social
inequalities.

“I don't think the amended electricity law specifically addresses social disparities in regions where
offshore wind will be implemented.” — Interviewee 1

Subt-heme 4: Stakeholder outlook on social effects.
Overall, stakeholders are committed to OW development, but they also raise questions about whether
the social effects are carefully integrated.

Stakeholder standpoint and minimal immediate effects: The respondents think that stakeholders
have a positive and supportive function, but the perception of social impact on local communities is low.

“In my experience, I've talked with a lot of stakeholders from people from many different ministries,
from people within the National Assembly, people even we talked to even the Central Economic Committee
of the party, and also we talked to the local community, the fishermen, different groups. We talked with the
private sectors, we talked with experts like scientists who study about not just the energy industry, but study
the seabed and the ocean economy of Vietnam. Everybody viewed it as a very good industry for Vietnam to
work in.” — Interviewee 2

Consistency with Vietnam’s Maritim Economy Plan: The respondent emphasises how OW fits into
Vietnam’s strategic Marine economy plan.

“Vietnam is considered moving (growing), Vietnam is very, very considering the ocean economy
strategy of the country. So offshore wind, in my view, generally got a very positive support from all parts,
all stakeholders in” — Interviewee 2

Technological Examination

The AEL can touch technological development. The interviewees point to technological opportunities
but also hurdles and refer to the need for detailed regulations and legal basis, but also for the local
development of human resources and also for improvement in the expansion of the transmission grid.

Sub-theme 1: Technological development related to the AEL
The interviewees reflect potential technological improvements related to the AEL for OW.

Electrical grid: One of the interviewees confirmed the need for modernization to improve the network
infrastructure to utilize OW.

“Maybe we change a lot of things about the technology. This is very important for offshore wind, like
transmission from offshore to onshore. We are using heavy DC; maybe the technology will (...improve) a
lot. And we will see in the future when Vietnam will apply for heavy DC from north to south or something
from Asia. Some high potential for renewable energy, like Binh Thuan or Ninh Thuan area, to transmit from
the high potential for to the low center, like Ho Chi Minh City or in the north center. Maybe in the near
future we might apply for heavy DC technology.” — Interviewee 1

Insufficient precision: The interviewee also states that the AEL identifies the need for technological
upgrades and improvements but does not point in any direction for results.
“I think that this question has not been answered very clearly in the law. To be honest, we will probably
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need to see more decree and circle (back) to see it (innovation).” — Interviewee 3

Sub-theme 2: Technological obstacles
The interviewees commented on hurdles and difficulties regarding local value creation and value chains
and grid integration.

Technological dependency: The country has a lack of expertise and manufacturing capability. There
is a need for capacity building in these areas.

“...it’s (all) import technology, equipment. We only (...fulfil) some needs like the material building and
some needs. I think before (...we got) some technology from China and G7...1 think is a big challenge for
Vietnam” — Interviewee 1

Obstacles in power system integration: The interviewees share their thoughts on the diversity of the
connection of the OW projects with the national transmission system.
“The grid connection also will be a challenge.” — Interviewee 3

Absence of support for technological development: The AEL does not specify any mechanisms or
incentives for its own technology improvement or modernization, which leads to difficult integration and
competitive disadvantages.

“To overcome those challenges, appropriate incentives and support from Vietnam is necessary. They
should take into account the international experience. This should be the basis to overcome such kind of
[technological) challenges.” — Interviewee 3

Absence of Consideration of Site Conditions: No consideration of different site conditions, such as
water depths or wind speeds, is considered.

“We have project-specific challenges such as wind conditions or water depths. These are currently not
taken into account” — Interviewee 3

Sub-theme 3 Advancement: The AEL creates a solid basis for striving for further development. The
AEL will be followed by rules and regulations that could make this possible.

Enabling innovation and integration:

Improved regulatory and investment guidelines can lead to technological improvements and
developments that improved OW integration entails.

“It really supports the development of the industry, which will eventually support the development of
innovation in this company for the industry.” — Interviewee 2

CONCLUSION AND IMPLICATION FOR OW DEVELOPMENT IN VIETNAM

The AEL marks a notable achievement in the Vietnamese electricity market, particularly in the OW
sector, demonstrating the nation’s willingness to increase the share of renewable energy sources in the
energy mix. However, alongside these positive developments, there are considerable obstacles and hurdles,
including limited market access for international overseas project investors in the OW field, as well as capital
constraints and insufficient, inconsistent guidelines, laws, and policies. To ensure the establishment of the
Vietnamese OW market, it is essential to implement financial incentive mechanisms, develop requirements
for technological norms and specifications, and foster cooperation between international and domestic
enterprises, organisations, and agencies. OW can play a critical role in economic growth and is closely tied
to job creation; therefore, it is crucial to involve provincial authorities and local population and society in
developing OW projects, ensuring they also benefit from these initiatives. Given various factors, including
geographic location, excellent wind conditions, and political will, Vietnam has the potential to emerge as a
regional leader in OW, aligning its electricity-intensive economic growth with climate goals.
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BATBPHA EHEPI'USI B OTKPUTO MOPE BbB BUETHAM: KAUMECTBEHO U3CJIE/IBAHE
HA BB3TJIEJJUTE HA BOJAEIIIU EKCIEPTU OTHOCHO UBMEHEHUS 3AKOH 3A
EJJEKTPOEHEPI'UATA

Pesziome: Ilpoyusanemo uma 3a yen Oa uzciedga nocieouyume Om HACKOPO UIMEHeHUs 3aKoH 3a
elleKmpoeHep2Usma 8bpxy pazeumuemo Ha ouiopHama eamvpHa enepeus 668 Buemnam. Ilpoyusanemo
e noouepmae KirOYo8U eleMeHmu 8 eHepaulinama cmpameausi Ha Buemuam, kamo ce ghoxycupa 6bpxy
PAssumMuemo Ha 0huiopHama 6amMvpHaA eHepeUs 8 CGeMAUHAMA HA UsMeHeHUs 3aKOH 3a eNeKmpoenHepeUuama.
Hscneosanemo we cneosa xunomesama, e paznopeooume Ha udMeHeHusi 3aKoH 3a eleKmpoenepeuama
8bL3NPENAMCMEAM PA38UMUEMO HA OPUIOPHAMA BAMBPHA eHEPRUA U UHBECMUYUUME HA YYHCOeCMPAHHUME
uneecmumopu mpsbsa oa o6voam 3abasenu u aoanmuparu. CredosamenHo U3C1e008amMeNCKUAM
gvnpoc e: ,, Ilo kakeu Hauumu usMeHeHUsm 3aKOH 34 eleKmpoeHepUsma Gluse 6bpXy pa3zeumuemo Ha
owopnama éamvpra enepeus b8 Buemnam? ‘. Memooonocusma, uznonssauna 6 npoyusanemo, e PEST
AHANU3 ¢ NONYCMPYKMYPUpanu excnepmuu unmepsioma. Pesynmamume we npeocmasam ananumuynama
nepcneKmuea Ha excnepmume nNO OMHOWEHUe HA U3MEHeHUs 3aKOH 3a eleKmpoeHepausama u He2080mo
8v30eticmaue 8bpxy pazsumuemo Ha oguiopHama eAmMvpHa eHepaus 668 Buemmnam.
Kntouoeu oymu: 3axon 3a enekmpoenepeusama, OQuUIOpHA BAMBPHA eHepeus, eHepeueH CeKmop Ha
Buemnam; Buemnam
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Abstract: This paper focuses on the practical significance of psychological diagnostics. The areas
of application for psychological diagnostics can vary depending on the psychological subdiscipline.
Psychological diagnostics is also particularly relevant in traffic psychology. In summary, traffic psychology
is an application-oriented discipline. It attempts to transfer the basic findings of psychology to mobility
and road traffic (Fastenmeier & Gstalter 2021). For example, to assess reaction time, stress tolerance,
orientation, attention and concentration with a specific test system as part of the so called medical-
psychological examination (MPE). With the help of psychological diagnostics, data can be obtained for
specific decision-making purposes (Schug 2021). For example, to make a decision about whether or not a
driver should get their license back after a drunk driving offense with a blood alcohol level over 1.6.
Keywords: traffic psychology,; psychological diagnostics; performance testing, attention; concentration;
ability to react; stress tolerance

INTRODUCTION

The possible applications of psychological diagnostics are incredibly diverse: attention, concentration,
intelligence, personality, creativity, social and emotional intelligence, stress, depression and burnout are
just a few of the topics covered by psychological diagnostics.

Accordingto the epilogue of Kubinger’s textbook (2019), the absence of the possibilities of psychological
diagnostics would be analogous to comparing how a doctor would practise without the means of modern
medical diagnostics. Despite these possibilities, certain principles should also be observed in order to
maintain the quality of psychological diagnostics not only in theory but also in practice.

In summary, (test) diagnostic procedures can be evaluated according to various criteria in order to
determine the quality of these procedures. “Does the test measure what it is supposed to measure?” is a
question that the important quality criterion of validity, for example, attempts to answer. The main quality
criteria include not only validity, but also objectivity and reliability. Objectivity of execution, objectivity of
evaluation and objectivity of interpretation are the fundamental aspects of objectivity.

Depending on the point in the diagnostic process, a different type of objectivity comes to the fore.
Reliability deals with the question of whether the diagnostic procedure records what it measures accurately
and with as few measurement errors as possible. Here, too, different types are distinguished (e.g. test
repetition, parallel test method, internal consistency). Unalterability, standardization (calibration), test
economy, scaling, reasonableness, fairness and usefulness are regarded as secondary quality criteria. The
Test Board publishes certain recommendations on assessment criteria for test procedures (Kersting 2006).

There are different types of tests: the most important distinction is often made between personality and
performance tests. However, there is diagnostic content that cannot be easily categorized.

Creativity, social and emotional intelligence are contents that refer to both personality and performance.
These are therefore referred to as hybrid characteristics. Health psychology and clinical diagnostics deal,
among other things, with stress, depression and burnout. Diagnostic procedures to assess orientation,
reaction, concentration and attention are also used in the field of traffic psychology diagnostics. The aim
is to determine whether the required mental capacity for safe driving is present or whether abnormalities
in driving behavior are to be expected. In this context, traffic psychology in general is describet as the
science of the behavior of road users (Fastenmeier & Gstalter 2021). In summary, traffic psychology is an
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application-oriented discipline. It attempts to transfer the basic findings of psychology to mobility and road
traffic (Fastenmeier & Gstalter 2021).

Psychological diagnostics forms the basis for scientifically sound, psychological and thus high-quality
work results in the psychological profession. With the help of psychological diagnostics, data can be
obtained for specific decision-making purposes (Schug 2021).

Methodical work is an important unique selling point of psychology. Psychological diagnostics provides
support in how this can be achieved and implemented in a specific individual case with the help of specific
diagnostic procedures.

Often, when it comes to psychological diagnostics, people only intuitively think of aptitude diagnostics or
clinical diagnostics. However, the areas of application are diverse and range from rehabilitation diagnostics,
developmental diagnostics in early childhood, forensic-psychological or legal-psychological diagnostics,
health-psychological diagnostics, neuropsychological diagnostics, gerontopsychological diagnostics to
traffic-psychological diagnostics.

RESEARCH METHODOLOGY

What would traffic psychologists do if they had to decide whether a client should get their driver’s
license back after a drunk driving offense as part of a traffic psychological assessment?

e What steps need to be taken? What is the procedure?

e Which test procedures appear suitable? What is the quality of these procedures?
e Which questions are relevant in the psychological exploration interview?

e What basis is there for making a decision?

Why does a decision have to be made at all? In the case of diagnosed alcohol dependency or abuse, is
it not generally better to withdraw the driver’s license permanently as a precautionary measure?

All these questions are relevant when dealing with psychological diagnostics in-depth and in an
application-oriented manner.

The goal is to create a practical guide for daily work in traffic psychology that takes into account
current developments in traffic psychology, such as the discussion about speed limits or the possible
legalization of cannabis, or current traffic psychology research topics, such as distraction in traffic, fatigue
in traffic, aggression in traffic, and the special group of older road users in assessment practice. Among other
hypotheses, the question of whether current political and social discussions are reflected in the professional
development of standards for traffic psychological assessments will be answered.

The paper is based on the principles of qualitative research, and quantitative methods will also be
applied to some extent. The main research method will be selected descriptive case studies from the
professional practice of traffic psychology. This will be preceded by a theoretical overview of the current
state of research in the field of psychological diagnostics and, in particular, traffic psychological assessment.

RESULTS

To clarify the doubts of the authorities regarding the client’s fitness, a medical-psychological
examination (MPE) was carried out in accordance with the questions raised in the case study. The MPE
includes a performance test, a detailed psychological exploration interview, a medical examination and
diagnostic questionnaires. In principle, the MPE can be ordered by the driving licence office for various
reasons. These traffic-related issues are precisely defined by law:

e driving under the influence of alcohol at more than 1.6 per mille

e multiple drunk driving incidents regardless of the per mille level

e driving under the influence of drugs

e more than eight points in the central traffic register in Flensburg

As part of the MPE, certain test procedures were used to test concentration and perception, as well as
reaction speed and attention. During the medical examination interview (anamnesis), the doctor will get an
overview of the patient’s health history, illnesses, medication and current state of health. Often, as part of
an alcohol or drug control program, it must be demonstrated that no drugs have been consumed or alcohol
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has been drunk for a long time.

The personal psychological interview with the psychologist is the focus of the examination: the findings
obtained during the examination are generally usable. Mr. S. was willing to talk and cooperative, so that
the necessary background information to answer the official questions could be obtained. It seems to be
particularly relevant here whether the client gets entangled in contradictory statements. The aim is not to
clarify any legal questions of guilt. Rather, the psychologist is interested in how well the respective traffic
incident and its personal causes have been dealt with. Furthermore, the exploratory interview attempts
to find out what consequences and conclusions the client has drawn from the past. The credibility and
authenticity of the client play a crucial role here. The medical-psychological examination assesses the
applicant’s overall fitness to drive. Fitness to drive refers to the general, situation-independent ability to
drive a vehicle. This means that one must generally be physically and mentally capable of driving a vehicle
(Schneider, Frister & Olsen 2010, p. 410). This also includes cognitive abilities such as responsiveness,
orientation, resilience, concentration and attention (Thomas 2023, p. 52). The responsible driving license
authority then receives the MPE report as a decision-making aid, which consists of a medical examination
and a psychological examination (see Thomas 2018, p. 54). It is necessary to consult with the medical
expert to check, for example, whether positive behavioral changes that were noted in the psychological
interview, for example, correspond to the physical condition that was examined in the medical examination.

As a legal framework condition, it should be noted that the planned descriptive case-by-case analysis
refers to real expert opinion cases from practice. These expert opinion cases should therefore always
be considered anonymously and confidentially, under all applicable data protection and confidentiality
regulations.

Excerpt from a psychological assessment

Question of the investigation:

“Can it be expected that driving motor vehicles and consuming alcohol in a manner that impairs driving
safety can be sufficiently separated?”

Overview of the background:

Mr. S. was asked by his driving license authority to provide an aptitude assessment for the granting of
a driving license for categories A, A1, AM, B, L. The following information relevant to the reason for the
examination could be found in the official file:

11.11.2016: driving a vehicle under the influence of alcohol at around 23:10 with a car; breath alcohol
concentration 0.43 mg/1

24.12.2016: intentional driving without a license in coincidence with intentional use of a vehicle
without a liability insurance contract at 4:30 p.m. and drunkenness in traffic — due to alcohol; blood alcohol
concentration at 7:33 p.m. 1.01 %o (...)

Psychological examination interview:

The content and course of the traffic-psychological discussion were determined by the reason for the
examination and the official questions. Mr. S. was given the opportunity to present all the facts and aspects
relevant to the assessment from his own point of view. If anything was unclear, the expert asked follow-up
questions and repeated questions if necessary. Contradictory facts were clarified and an attempt was made
to resolve them.

The psychological interview lasted 70 minutes. (...)

Personal details:

The 34-year-old examinee is single, not in a steady relationship and has no children. He works as a
freelance online marketing manager and receives additional benefits from the job center. When asked about
his hobbies, Mr. S. said that he cycles, plays computer games and looks after his cat.

Regarding the background:
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How did the drunk driving come about? It all happened within a period of three months, during which
his ex-girlfriend broke up with him and he took refuge in alcohol. He still loved her and couldn’t bear his
feelings, so he took this path.

Regarding his previous alcohol consumption:

What was his alcohol consumption during the week and at the weekend in the years before the drink-
driving offense? Months and years before that, he had worked in the trades: solar energy systems and in a
car repair shop. An after-work beer was part of that, it had crept in, then the consumption increased. (...)

Performance testing

An important component of the MPE, in addition to the detailed psychological exploration interview, the
medical examination and the diagnostic questionnaires, is the so-called performance testing. As part of the
MPE, the client is now given various established performance tests from the Vienna Test System to assess
attention, concentration, orientation, stress tolerance and reaction. Thus, certain requirements for mental
performance in relation to driving fitness are necessary. Driving requires a complex interplay of cognitive,
motor and emotional abilities.

— Attention: Drivers must be able to process multiple pieces of information at the same time, to focus
their attention on the driving task for an extended period of time, and to avoid distractions (BASt 2019, p. 10).

— Ability to react: Drivers must be able to react to traffic situations and unforeseen events with single and
multiple demands in a manner that is inappropriate to the situation, precise, and skillful (BASt 2019, p. 10).

— Stress tolerance: Drivers must be able to maintain their attention when stimuli occur at a high frequency
(cf. BASt 2019, p. 10).

— Concentration: Drivers must be able to actively suppress disruptive stimuli in order to be able to solve
the respective driving task at hand due to distraction or misinterpretation (BASt 2019, p. 10).

— Orientation: Drivers must be able to remember traffic rules in the respective visual environment, i.e.
in the traffic area, and to be able to safely avoid hazards from traffic situations with little time expenditure
(BASt 2019, p. 10).

The examination of the psychophysical performance capabilities that are important for motorized road
use was carried out in the form of individual tests on a computer-controlled test device (Vienna Test System,
Schuhfried company) with programmed instructions and test specifications on the screen. Overall, it seems
sensible to use only standardized performance tests. The selected procedures are standardized with regard
to the conditions of their implementation and the results have been checked (validated) for their informative
value in real traffic behavior. The selection of the procedure is based on the requirements of the assessment
criteria and, depending on the reason for the examination, the previous history and the driving license
category, the number and type of tests to be carried out.

The exclusive use of standardized performance tests is of essential importance when preparing expert
reports. Standardized or calibrated performance tests are characterized by the provision of norm values. The
norm values are the test results of a representative population group. It is only through standardization that
the test procedure can be used for the psychological diagnosis of individuals. The test results can thus be
compared with those of the reference group. In this way, it is possible, for example, to determine whether a
test subject’s intelligence or attention performance is below or above average compared to the values of the
representative reference group (Doring 2022, p. 427).

The individual procedures carried out are described below: The test for measuring attention and
concentration (COG/S11) is used to measure concentration and attention under monotony. The task
description is as follows: Four simply structured characters of varying complexity are presented unchanged
next to each other for a certain period of time. Below them, changing comparison characters appear that
are only slightly different from the models or are identical to a model character (60 tasks). The subject
indicates by pressing a button whether the respective comparison character is identical to the model (green
button) or not (red button). The next comparison character appears immediately after the reaction. The
processing time for each comparison task can be freely selected. The test subject thus determines the
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pace of performance and the required execution time. The mean time required for the correct rejection of
non-identical characters is measured and evaluated. The test can only be evaluated if at least 85% of the
characters were answered correctly, otherwise it can be assumed that the test subject was unable to regulate
their work pace appropriately.

Furthermore, the test is used to measure resilience and reaction capacity (DT/S1). Diagnosed areas
are reactive resilience, attention and reaction speed. Therefore, colored light signals of different colors
are displayed on the screen in alternation, as well as two different sound signals (250Hz and 1000 Hz)
presented via headphones. The subject must press a response button of the same color as the light signal,
press the left or right foot pedal, or press the reaction buttons assigned to the different sound signals. The
default time is individually adjusted and corresponds to the client’s average reaction time determined from
the last 8 reactions (adaptive test specification). The test takes six minutes to complete.

The test for measuring visual perception (ATAVT/S1) is used to assess visual orientation and the ability
to gain an overview. After a short beep, the subject is shown images of traffic situations for a short time,
which they should look at carefully and remember. After each picture has been presented, the respondent
must indicate which of five traffic objects (pedestrians, cars, two-wheelers, traffic signs or traffic lights) was
visible in the picture. The difficulty level of each traffic situation presented (complexity and presentation
time) is based on the individual performance of the respondent in the tasks completed so far (adaptive test
presentation). The test takes six minutes to complete.

Under certain circumstances, the test to measure reaction time (RT/S3) is also used. The areas diagnosed
here are reaction speed for simple and complex visual or acoustic signals: a yellow and a red light signal
are displayed on the screen simultaneously or alternately. An acoustic signal (2000 Hz) can be presented
together with one of these light signals via headphones. The subject must react only to one of the conceivable
combinations, namely to the simultaneous presentation of the yellow light signal and the sound signal
(critical stimulus combination), by releasing a sensor and pressing a button. A total of 48 stimuli are
presented, 16 of which require a reaction. The test takes nine minutes to complete.

The Line Tracking Test — Screening Form (LVT/S3) can also be used in the assessment. Areas diagnosed
here include selective attention and visual orientation. 18 graphics with nine interwoven lines each are
presented one after the other after an exercise phase with 8 tasks. The subject’s task is to follow the path
of a line marked with a red arrow with his eyes from its upper beginning (arrow marking) to its lower end
and to select the correct code number of the determined end point from the 9 alternatives. The test subject
can choose the time for the task. The number of correctly solved items within this time limit is measured
and evaluated.

CONCLUSIONS

The aim was to evaluate the significance of psychological diagnostics for the field of psychology, also in
terms of its practical relevance. In particular, traffic psychological diagnostics was discussed. Psychological
diagnostics involves the systematic collection of data. The areas of application for psychological diagnostics
are very diverse. One field in which psychological diagnostics plays a major role is traffic psychology.
Some of the first empirical studies in psychology dealt with traffic-related issues (Miinsterberg 1913).

After presenting the theoretical foundations of psychological diagnostics in general, the field of traffic
psychology was focused, to assess the ability to react, concentration, attention, orientation and stress
tolerance. The examination of the psychophysical performance capabilities that are important for motorized
road use was carried out in the form of individual tests on a computer-controlled test device (Vienna Test
System, Schuhfried company) with programmed instructions and test specifications on the screen.

Focus of the paper was, among other things, to highlight the innovations in psychological diagnostics,
particularly in the field of traffic psychological diagnostics. In doing so, traffic psychological assessment
of driving fitness by a computer-controlled test device is to be considered from the point of view of current
challenges.
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MCUXOJOTHYECKA JMATHOCTUKA U HEMHOTO NNPUJIOXKEHUE
B IICUXOJIOT'MATA HA IBU)KEHUETO

Pesztome: Tasu cmamus e noceemena Ha NPAKMU4eckomo 3HaYeHue Ha NCUXonN02uyecKkama OUaeHOCMuUKa.
Obnacmume Ha npunodxicenue HA NCUXOLOSUHLECKama OUASHOCMUKA MOo2am 0a 8apupam 6 3d8UCUMOCH
om ncuxonozuyeckama noooucyuniuna. Ilcuxonocuveckama OuazHOCMUKa e Om 0COOeHO 3HaueHue
u 8 ncuxonocuama Ha Osudxcenuemo. B obobwenue, ncuxonoeuama Ha OBUNCEHUEMO e OUCYUNITUHA,
opueHmupana Kvm npunoxcenue. Ta ce onumea 0a npeHece OCHOBHUME OMKPUMUSL HA NCUXOTOSUAMA
KoM Moburnocmma u nemuomo osudicenue (Fastenmeier & Gstalter 2021). Hanpumep 0a ce oyensm
8pememo 3a peakyus, YCMoudusoCmma Ha cmpec, OpUeHmayusama, 6HUMAHUEmMo U KOHYeHmpayusama cbce
cneyugpuuna mecmosa cucmema Kamo 4acm om m.Hap. meouxo-ncuxonoeudecxko uscieosawe (MIIH). C
nomMowma Ha NCUXoI02u4ecKama OUASHOCMUKA Mo2am 0d ce Nouyyam OAHHU 3a cneyupuyHu yeau npu
ezemanemo Ha peuwtenus (Schug 2021). Hanpumep, 3a 0a ce 83eme pewienue oanu 0adeH 600a4 mpsaoea
0a nonyyu ob6pamHo woghbopckama cu KHUNCKA Cled HapyuleHue 3a wogupane 8 Hempe380 CbCmosHue ¢
KOHYeHmpayus Ha aikoxon 8 kpvema Hao 1,6%.
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Abstract: This article explores the resilience of school principals in facing modern educational challenges.
It highlights three key dimensions: personal resilience, involving adaptability, optimism, and stress
management; managerial resilience, emphasizing distributed leadership and workload balance; and
community resilience, focusing on partnerships with parents and local authorities. The study underscores
the need for mentoring, professional development, and institutional support to strengthen principals’ ability
to lead effectively, even in times of crisis.

Keywords: Personal Resilience; Managerial Resilience; School; Education

INTRODUCTION

This study examines the resilience of school principals within the modern education system, highlighting
the increasing complexity of their roles. School leaders face numerous challenges, including high workloads,
administrative pressures, and the demand for innovative pedagogical leadership. Resilience is a key factor
in helping principals navigate these challenges, allowing them to adapt, recover from setbacks, and maintain
effective leadership. This paper explores different dimensions of resilience — personal, managerial, and
community-based — and presents strategies to enhance principals’ ability to lead successfully in dynamic
educational environments.

RESEARCH METHODOLOGY

The research adopts a qualitative approach, analyzing existing literature and case studies related
to school leadership and resilience. Data was gathered from academic journals, policy reports, and
interviews with experienced school principals. The study focuses on identifying key factors contributing to
resilience, including personal traits, organizational structures, and external support systems. By comparing
various leadership models and resilience-building strategies, the research aims to provide actionable
recommendations for improving school principals’ well-being and performance.

RESILIENCE IN THE 21ST CENTURY

Resilience is considered in life skills literature an essential element that increases emotional and social
well-being and enables people to navigate life’s challenges. It includes the ability to adapt and respond
flexibly to difficulties, recover from setbacks, and identify with others. Recognizing the importance of
relationship skills alongside self-awareness, resilience involves a mindset that reframes problems as
opportunities for growth and values proactive approaches. Resilience is dynamic, changes in people’s lives,
and is recognized as a critical attribute for effective learners.

Therefore, it has a special importance for school principals in their roles in educating their students as
well as in leading the educational staff in the teaching challenges of the 21* century (Vella & Pai 2019).

Our world is gradually becoming more and more globalized and offers multiple choices. The ability
to successfully navigate life through transitions and uncertainty about the future requires grooming a
generation that is not afraid of these challenges.

Resilience means getting up after we have failed, after we have fallen in our mission. Resilience allows
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us to try again and again. Therefore, Students are required to develop personal and interpersonal skills in
a rapidly changing world with a global emphasis (Godman, 2024).These skills are not decreed by fate and
can be honed through practice and learning (Wosnitza, Peixoto, Beltman, & Mansfiel 2018).

Studies indicate that people who demonstrate social and emotional competence, along with a forward-
looking perspective, are more resilient. Adding these skills to the staff and student’s toolboxes will equip
them with better tools for the world of employment and adulthood.

In a few hundred years, when the history of our time is written from a long-term
perspective, it is likely that the most important event that those historians will see is
not technology, not the Internet, not e-commerce. It is an unprecedented change in the
human condition. For the first time— literally- substantial and rapidly growing numbers
of people have choices. For the first time, they will have to manage themselves. And
society is totally unprepared for it. Drucker, P. F

School principals who manage to navigate even difficult circumstances effectively are characterized by
the following personal qualities: Courage and persuasion, when steadfast in their beliefs and values, able to
persevere and show commitment for an extended period, optimistic, open-minded, and flexible.

However, personal qualities are not enough. They need to present a clear vision for the school and a
plan that serves as a beacon guiding them on their way. So that they can connect and explain the route they
are following considering the values and the goal they were leading (Day & Johansson 2008).

However, even school principals who manage to lead such a complex and demanding system may
pay a personal price. They pay for long working hours — which limit personal and family time and causes
emotional and mental stress — both from the need from the system to achieve results and from the desire to
provide solutions to teachers and students. At times this load leads to increased stress levels. As part of the
work, they are required to address many areas — budgetary, educational, and pedagogical aspects and even
maintenance-related issues. This need for school principals to juggle multiple responsibilities makes it very
difficult to build their personal resilience (Li, Zhang, Vankemmelbeke, & Hecht 2012).

School principals operate in a system characterized by a prominent hierarchical structure. Over the past
few years, they have been trying to change the face of this reality and making attempts at characterizing
it in a more decentralized way (for example: building a management team to lead processes in schools).
However, the school principal is often required to take the lead and address both internal and external
factors. Sometimes a school principal is professionally isolated within their own school. This feeling of
being “alone” makes it difficult for them to hone their resilience because an essential part of resilience is
belonging to something bigger than myself (Grossmeier 2022).

BUILDING A SPACE THAT SUPPORTS RESILIENCE FOR SCHOOL PRINCIPALS

To support the school principals, we must assist them and provide them with support. Firstly, by
building a support system that allows them to be among equals. A network of peers is key to a place where
they can share experiences, resources, and strategies for overcoming obstacles.

New school principals need mentoring and professional development programs where experienced
leaders will give and teach them in the light of their experience how to cope with the challenges of the
system (Day, et al. 2011).

Mental health and stress management programs, which will help principals balance work and school
(Day & Johansson 2008). Allocating resources, including developing and bringing forces to cooperative
leadership, to alleviate loneliness.

Feedback and evaluation, with recognition and appreciation, are also significant parts of the
perceptions of the principal’s administrative ability and building resilience throughout the job (Li, Zhang,
Vankemmelbeke, & Hecht 2012).

Within the school, an optimal connection with the community surrounding the school must be developed,
as well as a positive school culture that supports and values cooperation and continuous improvement, in a
pleasant and comfortable environment.

These external supports are required to include the entire fabric of the school principal’s life — family,
friends, mentors, and community members. The support of the parents is also important and allows for
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a necessary sense of belonging within the framework of building the resilience of the school principal
(Grotberg 1995).

BUILDING PERSONAL RESILIENCE

In today’s dynamic and complex work environments, personal resilience is becoming increasingly
essential for school principals to effectively navigate challenges. Personal resilience refers to a person’s
ability to bounce back from adversity, maintain well-being and adapt positively to stressful situations
(Wescott 2019). Building personal resilience among school principals involves a multifaceted approach
that combines cognitive, emotional, and behavioral strategies.

Personal protective factors are essential in honing resilience in people. They are characteristics that boost
positive development and adaptation in people at risk (Wiener 2003). Supporting personal characteristics are
self-esteem, problem-solving skills, optimism, adaptability, and a sense of purpose and meaning (Grotberg
1995). In difficult moments, returning to our core and to what we recognize as the values that accompany
us, support us in moments of crisis and enable better coping with challenges (Covey 2004).

Personal skills and resources, including personal skills, effective communication, and emotional
regulation are also key aspects for a school principal to be able to mobilize internal and external support
when needed (Grotberg 1995).

This personal resilience can be developed through workshops, lectures and personal mentoring
processes that will help school principals to lead and advance the educational teams and students alike in the
21% century. By developing an understanding of their strengths, weaknesses, and emotional triggers, school
principals can better regulate their responses to stressors and maintain a sense of calm during turbulent
times. Mindfulness exercises, such as meditation and deep breathing exercises, can help school principals
cultivate awareness of the present moment and reduce stress levels (Sharp & Jennings 2016).

BUILDING MANAGERIAL RESILIENCE

The work of a school principal has become more and more complex in recent years. School principals
are faced with an increasing number of complex tasks that must be completed in shorter periods of time
with fewer available resources (Dulude & Milley 2020). As an example, school principals have taken on
more active responsibility for the health and well-being of students and staff, especially during times like
the COVID-19 epidemic (Anderson 2020).

The unprecedented transition to virtual learning has added to the workload of school principals.
Moreover, the technological reality makes school principals feel that there is a requirement for them to be
available 24 hours a day due to increased technology-based communication, which blurs the line between
work and home life. There is an expectation that school principals will be available all the time, which can
lead to work intensification (Pollock & Hauseman 2019).

These factors contribute to the intensification of work experienced by school principals and highlight
the challenges they face in managing their duties effectively. Thus, structural changes must be implemented
in the educational administration that can help alleviate the challenges school principals face in several
ways.

Action should be taken to promote growth thinking and adaptive coping strategies, which can
improve the personal resilience of school principals. Encouraging school principals to see failures as
learning opportunities and challenges as growth experiences fosters a sense of optimism and perseverance.
Expanding the school principals’ toolbox with effective coping mechanisms, such as problem-solving skills,
time management techniques and positive framing, empowers them to proactively cope with stressors and
maintain productivity and well-being in the face of adversity (Dweck 2006).

A growth mindset must be cultivated. We must teach a school principal to embrace challenges as
opportunities for growth and learning. See failures as temporary and focus on developing skills to overcome
obstacles (Masten A. S.2001). See the past as a space to identify lessons and strengths acquired. Additionally,
building strong relationships and seeking help and guidance from trusted people during difficult times.
Assistance from good people and the ability to Know when to ask for help is critical in the school principal’s
functions in the 21% century (Ungar 2014).
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Self-care must be practiced daily — prioritizing self-care activities such as exercise, healthy eating,
adequate sleep, and relaxation techniques to maintain physical and emotional well-being (Masten A. S.,
2001). It is also important to develop coping skills such as mindfulness, setting realistic goals but still being
able to change. We must develop in them their gratitude for positive aspects in their life. In times of crisis
this will help them (Bertsia & Poulou 2023).

The study also shows that the leadership style of a school principal has a significant influence on
the resilience of the staff. By way of distributed leadership, we create a space of a climate that nurtures
initiative. An initiative climate significantly predicts organizational resilience and plays an intermediary
role in the connection between flexibility, agility and problem solving among the teaching staff (Grant
2008). Distributed leadership has the potential to foster a climate that fosters initiative and organizational
resilience in schools. School principals should assign leadership roles to teachers to increase initiative and
resilience within the school environment (Limon, Dilek¢ & Demirer 2021).

School principals should encourage distributed leadership practices by empowering teachers and staff to
take on leadership roles and responsibilities. This can help distribute decision-making, foster collaboration,
and build a more resilient organizational structure. A culture must be created that values and encourages
initiative among teachers and staff, which in turn will increase resilience. School principals need to provide
opportunities for autonomy, innovation, and proactive problem solving to foster an environment where
people feel empowered to take initiative (Grant 2008).

By implementing structural changes that allow for a formal and meaningful division of leadership
tasks, principals can share responsibilities with other school staff members, and reduce their workload.
Introducing legislative changes that allow school principals to delegate tasks more effectively can help ease
their sole legal responsibility for all school activities, thus reducing their emotional workload (Pollock,
Nielsen, & Singh 2023).

Policy changes can also be implemented that change job expectations to better support school principals
in their teaching and leadership roles in the curriculum. This is achieved by allowing other team members to
focus on administrative and financial aspects and can help ease the burden on school principals (Armstrong
2021).

Strive to build effective communication and trust between all interested parties, including teachers, staff,
students, and parents, essential for enabling an inclusive environment that tolerates failures and enables the
distributed leadership way to experiment with new tools and ways to change and improve the school. So
that in times of crisis, everyone in the school will feel comfortable breaking boundaries and experimenting
with new ways to cope with the hardship (Vassilis 2004).

Research on the mediating role of initiative climate in the relationship between distributed leadership
and organizational resilience in schools has several implications for Policymaker’s, school principals, and
educators who aim to foster a more resilient organizational culture:

Policymakers can use the findings to bolster policies that support distributed leadership practices and
promote a climate of initiative within educational institutions. By incorporating these principles into policy
frameworks, Policymaker’s can encourage schools to adopt leadership structures that enhance resilience
(Limon 2021).

They also could design leadership training programs that emphasize distributed leadership and the
importance of fostering an initiative climate. By providing professional development opportunities focused
on these concepts, principals can equip leaders with the skills and Knowledge needed to promote resilience
in their schools (Zhao 2010).

By considering these implications and taking proactive steps to incorporate distributed leadership and
an initiative climate into their practices, policymaker’s, school principals, and educators can contribute
to fostering a more resilient organizational culture, better equipped to navigate uncertainty and thrive in
dynamic educational environments (Limon, Dilek¢ & Demirer 2021).

BUILDING SCHOOL-COMMUNITY RESILIENCE
Children and families having a low socioeconomic status face many risk factors that can affect their
well-being and development: Poverty and lack of employment opportunities, which can lead to poor access
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to resources such as quality education, health care and housing. These factors may contribute to economic
instability and financial distress for families and affect the general well-being of the children (Miller &
Ohlin 1985).

The public and community space may be characterized by high levels of crime, violence and social
disturbances, which create stressful and unsafe living conditions for children and families. To these can also
be added poor health services, which leads to health gaps and challenges in providing a partial response to
medical needs (Garmezy 1991).

These risk factors highlight the complex challenges faced by children and families in the community.
It is of great importance to address these issues to promote personal and community resilience. Researchers
offer several strategies to strengthen resources and defense mechanisms for healthy development in
communities (Wang & Gordon 2012). Recognizing the importance of cohesive and supportive communities
that provide opportunities for healthy human development. Social organizations such as health services,
childcare facilities, job training programs, religious institutions and recreational facilities play a vital role
in supporting residents and reducing social problems.

It is important to emphasize the role of families in fostering resilience by providing caring, structured
environments, maintaining high expectations for children’s behavior and encouraging active participation
in family life. Strong relationships with adults, care and affection are emphasized as critical factors in
promoting resilience (Bell 1987).

Religion and faith also have significance in building resilience in the lives of at-risk students. Religious
beliefs and relationships with religious figures and communities can provide criteria, standards, expectations
and support for children’s behavior across different ethnic groups and social classes. It is necessary to create
in the communities, in the appropriate places, a space for the observance of everyone’s religion and to bring
supporting figures (Masten, Morison, Pelligrini, & Tellegen 1990).

Promoting coordination and integration of services between schools and community organizations to
provide ongoing support without artificial interruptions allows seeing the “whole child” throughout the
year (Holtzman 1991). This includes vertical coordination over time and horizontal coordination between
agencies, to ensure children and families are provided with comprehensive and continuous assistance.

School-community partnerships while encouraging cooperation between schools, businesses, labor
unions, health resources, social agencies, and local government to create coordinated efforts that meet
the needs of at-risk youth. Establishing coordinating agencies and improving communication between
interested parties can facilitate effective community engagement. By implementing these strategies and
fostering supportive environments at the family, community, and institutional levels, resources and protective
mechanisms that promote healthy development and resilience in inner communities can be enhanced (Kirst
& McLaughlin 1990).

Communities have a crucial role to play in supporting schools. The presence of social organizations
that support healthy human development, provide services and maintain standards and criteria for good
citizenship can contribute to positive outcomes for residents. In addition, effective collaboration between
schools and communities can bolster the support system for at-risk students. These connections between
schools and the community also assist in raising resources, promoting positive attitudes and behaviors and
ensuring the success of the students’ learning. Emphasis is placed on coordinating school and community
services to create an integrated network of resources and protection mechanisms for children and families.
This approach aims to provide continuous support and opportunities for disturbed healthy development
(Wang & Gordon 2012).

CONCLUSION

Throughout this article, I brought options for strengthening the managerial resilience of school
principals at the various levels. From the policy makers, local authorities to the principals themselves and
even to the school staff and the community. These structural changes aim to create a more supportive and
collaborative environment for school principals, allowing them to focus on their core responsibilities and
reduce the negative impact of increased workload on their well-being.

The study findings related to empowering the work and resilience of school principals can be applied
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to support the well-being of school leaders in various educational contexts in the following manners:

Educational institutions can use the findings to reinforce structural changes that distribute leadership
tasks more effectively, while reducing the workload imposed on individual school principals.

School boards and Policymaker’s can use the study’s recommendations to push and lobby for legislative
changes that allow principals to delegate tasks and share responsibilities with other team members, thereby
promoting a more balanced workload.

Educational authorities could consider revising policies to redefine the roles and expectations of school
leaders, allowing them to focus on instructional and curriculum leadership while delegating administrative
tasks to other staff members. They can use the research insights to prioritize mental health support for
school leaders, recognizing the impact of increased workload on their well-being and promoting access to
resources to manage stress and prevent burnout more efficiently.

Encouraging collaboration by putting emphasis on the importance of collaborative leadership models,
educational institutions can foster a culture of teamwork and shared responsibility among school leaders,
while promoting a supportive environment that prioritizes well-being.

By applying the findings of this study, the involved parties can take proactive steps within several
educational contexts to support the well-being of school leaders, address work empowerment challenges,
and thus create a more sustainable and resilient leadership environment.
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Abstract: The study aims to research and analyze the impact of the amended Electricity Law on offshore wind
development in Vietnam. The study will provide a background of Vietnam s energy landscape and show the
electricity mix and demand. It will refer to the role of renewable energy and offshore wind in the energy mix.
It will also outline key points in Vietnam s energy strategy by reflecting on offshore wind development based
on the amended Electricity Law. The research will follow the hypothesis that the amended Electricity Law
will significantly impact offshore wind development in Vietnam by creating a regulatory basis to support
offshore wind investments in this technology in the Vietnamese market. Therefore, the research question is:
How does the amended Electricity Law impact offshore wind development in Vietnam? The methodology
used is the critical review of the law. The novelties and the results will display an analytical viewpoint on
the amended Electricity Law offshore wind development.

Keywords: Electricity Law, Offshore Wind, Vietnam Energy Sector; Vietnam

INTRODUCTION

This paper aims to analyze the impact of the amended Electricity Law (AEL) on Offshore Wind (OW)
energy development in Vietnam. The study will also help identify and analyze the challenges and benefits of
this law. The hypothesis is that the amended Electricity Law will significantly impact OW Development in
Vietnam by creating a regulatory basis to support investments in this technology in the Vietnamese market.
The research question is: How does the AEL impact the OW Development in Vietnam?

The National Assembly (NA) approved the amended Electricity Law No. 61/2024/QH15 on 30.11.2024.
The law will be effective from 01.02.2025. It has been an amendment to the original law from 2004 and can
be understood as a regulatory basis for the electricity sector in Vietnam. It introduces significant developme

nt changes to modernize Vietnam’s electricity sector and promotes sustainable electricity sources. One
crucial aspect is the development of renewable energy (RE). It touches on several different areas (see Fig.1):

Cross-
Renewable- boarder Energy
and New salesand Ofﬁh [[:ire Storage Grid Access
Energy pruchase of n Systems
electricity

Fig. 1. Core Areas amended Electricity Law from 30.11.2024 (Authors Representation)

In the RE and New Energy (NE) area, the AEL sets the ground for a new framework to make the investment
more attractive, which still needs to be developed in detailed regulations and implemented (vgl. ESG News,
2024). NE plays a unique role here, as nuclear power (NP) has been named for the first time since 2016
when Vietnam’s development of an NP plant was stopped. It is also considered an option for

and regulate
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for the energy mix and has been integrated into the AEL (vgl. baochinhphu, 2024). Hoang (2024) states that
another building block in the AEL is cross-border sales and the purchase of electricity, intended to enable
the trade of surplus electricity and the purchase of electricity from neighboring countries. In addition, the
AEL presents new regulations and procedures for offshore wind, including regulations on the transfer of
ownership, the definition, and the role of state-owned enterprises (SOEs). Energy Storage Systems (EES)
have also been given an important role. This is important when relieving the stately grid, which has another
advantage for investors: independence from Power Purchase Agreements (PPAs) with Electricity Vietnam
(EVN). The regulations also foresee improved grid access for RE and NE projects to ensure a sustainable
and low-CO, power supply (vgl. Hoang, 2024).

For the Vietnamese OW energy market, the AEL means that a step has been taken in developing a
regulatory framework to implement Power Development Plan 8 (PDP8) (vgl. Trade.Gov, 2023). This forms
a basis for the processing of approval processes. The AEL also provides a basis for the network integration
of OW, as the elaboration of regulations can be assigned to the corresponding state authority based on
this document. In addition, initial regulations define the participation of foreign project developers and
investors and show special features of the function of state-owned enterprises (SOEs).

Based on a critical analysis of the AEL concerning OW in Vietnam, this study aims to determine
whether the aspects enshrined in the law affect OW investments in Vietnam or entail ambiguities or risks.
The strengths and weaknesses of the law are to be highlighted.

BACKGROUND

Vietnam’s ambitions to increase industrialization are accompanied by high economic growth. The
real GDP averaged 6.35% between 1985 and 2023 (TheGlobalEconomy, 2024). An increasing electricity
demand accompanies this growth. The following chart shows the increase in demand between 2000 and
2022 and clearly shows that the industrial sector is growing the most. Total electricity demand increased
from about 30 terra watt hours (TWh) to 240 TWh during this period (see Fig. 2), with the most significant
increase in the industrial sector (vgl. IEA, 2024, p. 12).

Agriculture
B Commercial
Residential
m Transport
Industry

2000 2005 2010 2015 2020

Fig. 2. Electricity Demand Vietnam (Source: IEA, 2024)

Electricity market planning aims to bring electricity demand into balance with the energy mix. This
planning was carried out in Vietnam in the Power Development Plan (PDP), currently in its eighth version,
PDPS. It has been considered a guiding document in the energy market for 10 years. Concerning the
integration of RE in the energy mix, Vietnam already has a share of over 50% RE in the power grid (see
Table 1). The unique feature here is the high proportion of hydropower, which can be described as “old” RE
in Vietnam. In contrast, wind and solar power have only gained importance over the last decade.
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Table 1. Overview of national power sources in 2023 (EVN, 2024)

Source type Percentage (%)

1 Hydropower 28.83
2 Coal-fired thermal power 46.17
3 Gas turbine 9.38
4 Oil-fired thermal power 0.45
Imported 1.49

6 Wind power 4.05
7 Solar power 9.16
8 Biomass power 853.00 0.30
9 Other sources 453.00 0.16
TOTAL 100.00

RE is significant in Vietnam, as Vietnam has entered into an area of tension between industrialization,
a very high increase in electricity demand, and an obligation of decarbonization to be climate-neutral by
2050 (vgl. BloombergNEF, 2025). This means that when planning to expand electricity generation, the
most significant importance is to be as low in CO, as possible. Therefore, Vietnam’s overall energy strategy
is crucial to support economic growth further and meet the country’s climate goals.

The PDP 8 outlines ambitious goals to increase the share of RE to become CO, neutral by 2050 (vgl.
PricewaterhouseCoopers, 2023). This trend supports the vision of a coal phase-out, an increased share of
RE, and investments in new technologies such as energy storage systems, hydrogen energy, and ammonia.
It also enhances self-sufficiency by reducing imports such as coal. The following representation displays
the total installed Generation Capacity in Giga Watt (GW) by PDP 8 until 2030 and with a vision until
2050. It shows the minimum and maximum scenario (see Fig. 3) of the electricity sector supply to meet the
demand. In both scenarios, a clear dominance of RE plays a substantial role.

m Coal = Converted coal Onshore wind power = Offshore wind power
Solar power = Biomass u Hydropower Stored power
Gas Hydrogen u Imports Flexible power sources

2030 - = 1

2050 (low) [l R
2050 (high) |l [ | i
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in Gigawatts (GW)

Fig. 3. Projected installed electricity capacity PDPS (greenfdc, 2023)

RESEARCH METHODOLOGY

The Methodology will be a Critical Document Analysis of AEL concerning OW development. It will be
based on an official translation from Vietnamese to English to ensure accuracy and reliability in interpreting
the original text. The critical evaluation aims to identify the strengths and weaknesses of the AEL regarding
the implications of OW. The study focuses on key statements of the text that are directly related to the
analysis. The analysis will gain insights that should serve as a baseline to understand the newest regulatory
developments on OW in Vietnam and the impact on the planning.

Critical Analysis of the AEL regarding OW development in Vietnam

Chapter I Article 1 states that: “This Law governs electricity development planning, power project
investment and construction; development of new and renewable energy; electricity operating licenses;
competitive electricity market and power trading; dispatching and operation of the national power
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system; protection of electrical infrastructure and safety in the electricity sector; rights, obligations, and
responsibilities of agencies, organizations, and individuals in electricity operations and consumption; and
state administration of the electricity sector.” Detailed regulations aim to modernize the electricity sector to
accelerate RE expansion and make them sustainable. The following overview shows regulations that affect
OW Development.

Chapter I, General Provisions, regulates legal applications in Article 5. State Policies on Power
Development, No.9 Regarding Policies on renewable and new energy power development, b: “Sector-
specific incentives and support mechanisms shall be established ... in accordance with the requirements of
periodic socio-economic development requirements; special incentives, support policies, and breakthrough
mechanisms shall be implemented for offshore wind power development...”.

These general provisions on the regulation of the application of law state that specific incentives,
support policies, and mechanisms should be implemented to develop OW. The measures are intended to
provide investment incentives for participation in the competitive market. The importance of OW is thus
underlined. On the other hand, no concrete and legally binding incentives have yet been shown, so it will
only be possible to say in the future, after the publication of detailed rules, to what extent the market will
benefit.

Chapter 11, Power Development Master Planning, Plan for Power Supply Network Development
and Power Project Construction Investment. The primary directives affecting OW are articles 18 and
19. Article 18 is about the Selection of Investors. The core of this article is that investors in commercially
operated power generation projects are not identified through land rights auctions or bidding processes.
However, OW projects enjoy a special status and are exempt from this rule, dealt with below in Clause 2 of
Article 29. Article 19 deals with bidding processes and investor selection, although it should be noted that
OWs are excluded from this.

Articles 18 and 19, therefore, refer to the selection of OW investors. Article 18 states that there is no
provision for auctions of land use rights or bidding competition for OW. In addition, Article 19 states the
exception for OW, which is that even if several bidders are interested in the location, no auction or bidding
process will be carried out in the case of OW. Therefore, these special conditions distinguish OW projects
significantly and benefit from other commercial power generation projects. Concerning efficiency and
effectiveness, it can be critically noted that the OW project does not use an efficient method for selecting
investors like other energy generation projects. Therefore, one can question whether the existing rules
promote or hinder market transparency and fairness in the awarding of contracts. The exemption from OW
can be perceived as a market distortion. Whether a lack of market transparency is conducive to creating
an investment-friendly climate, especially for foreign investors, is questionable. By favoring SOEs,
transparency and fairness in selecting investors can be questioned. It must be ensured that these investments
are encouraged and not hindered.

Chapter 111, Renewable Energy and New Energy Power Development, is divided into two sections.
Section I is Renewable Energy and New Energy Power Regulation. At the core and key principle of this
chapter is Article 20 of OW. This states that OW has a priority. The consideration of national defense
and security and maintaining national border and maritime sovereignty is also in the foreground and is
dovetailed with OW development. OW projects are clearly defined as site projects in Vietnam’s territorial
waters OW projects with turbines located beyond six (06) nautical miles from the shores’ low water mark.
The award report, which organizes the approval, investment, and development process, specifies that the
ranking list of project applications is made in the following order. Projects with the highest priority are grid-
connected projects, followed by projects on self-consumption of electricity and the production of green
hydrogen and green ammonia for their own country. Lastly, projects on electricity export, green hydrogen
export, and green ammonia export.

The impact of this Chapter’s Section I is substantial for OW, as OW is given an enormously high
priority, and Vietnam creates a basis for exploiting the wind potential of the coast, which bears the potential
to reduce fossil fuels. It also provides planning that is aligned with national interests, such as energy security.
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Energy security will strengthen economic growth and sustainability in the energy sector. In addition, the
possibility of generating electricity, green hydrogen, and green ammonia will be exported. The definition
of OW can mean a cut for projects that already have pre-planning but do not go beyond the six-nautical
mile definition and are no longer classified as OW projects. It is also critical to include the enclosure of
the OW planning with International Borders and Naval Sovereignty. Therefore, military considerations or
safety considerations can limit an OW project. The new OW definition can be a disadvantage for companies
already starting preliminary planning if located within the 6-sea-mile zone. It no longer has the status of
an OW project and would, therefore, have to be terminated or planned as a nearshore project with entirely
different framework conditions. It can be questioned in principle whether these regulations promote OW
investments or hinder them.

Section II, Offshore Wind Power Development Regulations, has several articles that significantly
impact OW development.

Article 26 General provisions state that OW projects must demonstrate national defense, security,
and information compliance. This includes considering and integrating laws on the production and use
of equipment and all data activities such as creation, transmission, and cross-border data exchange and
storage. OW projects must comply with Vietnamese law and maritime safety regulations and standards.
Vietnam complies with the rules and practices to ensure that they do not contradict agreements with other
countries and international organizations, as Vietnam has agreed on various international treaties. The
Government and Policy mechanisms should lead to long-term minimum contracted electricity delivery for
grid-connected projects to ensure stable demand-supply planning. Such projects may receive exemptions
or discount rates for the maritime land fees and usage charges. SOEs are exempt from providing project
performance guarantees and, if necessary, receive government loans that exceed the usual credit limits. In
addition, control mechanisms are adopted within the regulation framework to ensure the electricity supply’s
security. Socio-economic factors of the investment objectives are to be taken into account. Both foreign and
domestic investors are subject to eligibility criteria that regulate ownership shares and contribution limits. If
insufficient national regulations exist, international rules and standards may be integrated. The government
will establish mechanisms for coordinating processes between individual authorities. Any transfer of project
rights must also follow national defense, security, and other relevant legal provisions.

On the one hand, Article 26 means that OW projects in Vietnam have to meet national security, defense,
and information security requirements. Therefore, this set of rules is intended to provide security for the
country and investors. This standardization will promote the safe and efficient development of such projects.
Stately, companies are prioritized and favored in the first step. International standardization is considered
supportive if national standards are unavailable, e.g., for building or planning regulations. In implementing
the project, coordination and supervision is the responsibility of the national government authorities. The
design of single-cell guidelines will show in the future how binding rules are in the single-cell system.
It is, therefore a fundamental step towards defining the legal and economic framework conditions. The
regulations on the transfer of business and capital shares in the development project may make private
companies disadvantaged, as it may be possible for a SOE to carry out a complete planning phase without
external financing. A private company, on the other hand, cannot do this in most cases. Usually, financing
loans and consortia from different investors are transferred to the project company in the planning phases
to maintain this volume. If this is not the case, private companies that rely on investor consortia will be
affected. Therefore, it can be said that this article provides more advantages for SOEs than for private
companies.

Article 27 states that the site surveys must follow marine law, environmental laws, and international
treaties and practices. Only SOEs are prioritized to conduct site surveys. Except for socio-economic
conditions, the government can decide to include other entities. This step requires a prime minister’s
(PM) approval. SOEs have to finance the costs for the survey themselves and are allowed to invest in the
surveyed area. Regarding management and usage of survey data, all survey information, data, and results
are mandatory and managed under state agencies and have to be treated confidentially following the law.

This article thus regulates organizational aspects of site investigations for OW projects. Site
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investigations must meet legal requirements following international and national standards. It must be
emphasized that only SOEs are prioritized for these investigations to ensure the integrity of these projects
from a legislative point of view and to preserve the confidentiality of the information obtained from the site
investigation in the sense of the national interest. However, it also means that if a project developer wants
to conduct a site survey per the law, they will not be able to remain the owner of this data, but state-owned
companies will receive it. This is probably hard for a foreign project developer to accept as he finances the
survey and has to hand over the results by law. It also follows the question of site exclusivity and whether
investors who pay for the complete preliminary investigation of the site do not have data exclusivity at least
receive exclusivity after they have contributed an additional budget to the site financing.

Article 28 states that SOEs can decide on a bidding process regarding investor selection or investment
approval. Investors who have conducted a survey can submit an institution application if the study area is
following the PDP. The applications must comply with the applicable law, and the assessment authority
providing them must obtain written statements from all ministries and authorities involved.

Article 28 is significant in that it sets out the investment rules and the approval criteria, particularly
the selection of OW investors. SOEs are given priority for application. This means that this article contains
an unequal distribution between state-owned companies and private international developers regarding
the possibilities in the first phase of building a project efficiently by an internationally experienced project
developer. SOEs are given preference but are comparatively inexperienced, as they have not yet been able
to develop a learning curve. This article can mean a worse position for international developers. Still, the
state’s goal of efficient and economic development can also be questioned if experienced companies are
excluded in this phase. However, the involvement of local authorities also leads to decentralization at the
provincial level, where it can be critically questioned whether the necessary expertise is available there
to accompany such projects in the approval process or further complicates the processes. It should also
be noted that the involvement of many ministries and authorities leads to an inefficiency in the approval
process. Additional complexity and effort in the approval process could lead to delays and extra costs.

Article 29. Selection of Investors for Offshore Wind Power Projects, “No. 1. The selection of investors for
offshore wind power projects shall be conducted as follows: a) For public investment projects: in accordance
with public investment legislation; b) For public-private partnership investment projects: in accordance with
public-private partnership investment legislation; ¢) For commercial investment projects: in accordance with
general investment legislation. No. 2. With the exception of projects requiring investment policy approval
from the National Assembly, the PM shall have the authority to simultaneously approve both the investment
policy and investor selection for the following commercial offshore wind power investment projects: a)
Projects exempted from investor selection through bidding due to national defense and security concerns,
as advised by the Ministry of National Defense or the Ministry of Public Security; b) Projects eligible for
simultaneous approval of investment policy and investor selection as prescribed in Point a, Clause 1, Article
28 of this Law. No. 3. For commercial offshore wind power investment projects not covered under Clause
2 of this Article that intend to sell electricity to the national power grid, investor selection shall follow this
Law and bidding legislation. The ceiling price specified in the bidding documents must not exceed the
maximum generation price bracket established by the Ministry of Industry and Trade. The winning bid
price shall be the maximum electricity price for subsequent negotiations between the electricity buyer and
the bid-winning investor. Bidding documents shall be prepared in compliance with applicable laws and
include the following: a) A draft power purchase agreement that has been mutually agreed upon between
the bidding organization and the electricity buyer; b) Applicable incentive mechanisms and policies as
prescribed in Clause 3, Article 26 of this Law. No 4. The government shall establish regulations regarding
the following matters, taking into consideration socio-economic development conditions, development and
investment attraction objectives in each period, electricity market development conditions, and the need
to ensure electricity supply security: a) Qualification requirements for bidding participants; b) Investor
selection procedures for offshore wind power projects to meet the planned development objectives and
sector-specific investment attraction requirements; c) Procedures for negotiating and executing commercial
investment project agreements and power purchase agreements with successful bidders as prescribed in
Clause 3 of this Article.”
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Article 29 regulates the transparent award of contracts based on the regulations, procedural guidelines,
and regulations for bidding procedures. It aims to create transparency and increase trust in the selection
process. Flexibility for private and public investors is anchored and theoretically allows for different
investment models. Safety-relevant aspects are equally important in addition to economic efficiency.
However, it should also be noted that this design requires the involvement of many state actors, making
the overall process very complex. In addition, conflicting state regulations against international standards
can lead to contradictions and ambiguities. This is especially true when international investors or project
developers want to initiate a project. The PMs prioritization of SOEs and the design of investor selection
and approval policies can be understood as dominance and preference for SOEs. This puts internationally
experienced project developers in a worse position and overrides the market forces of the competition,
which would lead to the best market result.

Chapter V is about Competitive Market and Electricity Trading, Section 3, Electricity Prices and
Electricity Service Prices. Article 51. Electricity Service Prices, No. 8. “Based on the specific characteristics
of the power plant at each period, the Minister of Industry and Trade shall decide on the following contents:
a) The application of the power generation price framework for offshore wind power plants as prescribed
by this Law, power plants as prescribed in Clause 2 of this Article; b) A multi-component electricity pricing
mechanism, including components such as capacity charge, energy charge, fixed charge, variable charge, or
other price components (if any)”.

This section covers the electricity prices supplied by OW. The design of the price framework describes
the composition of several components of the electricity price. This signals flexibility in the pricing
process. These flexibility advantages probably tend to favor flexibility for Vietnam. Investors also have
no indication in this article in what amount a possible tariff can be designed. Only an initial idea about the
mechanism for setting tariffs is communicated. In particular, the flexibility could also be used to distort the
market and generate competitive advantages that could then call fairness into question. The multi-tiered
pricing approach can also lead to ambiguity when involving different institutions due to the complexity and
possible expenditure corridors. Concerning regulatory control, it is good that prices comply with the legal
framework, but independence and political influence cannot be ruled out. It is also necessary to examine
whether this mechanism provides sufficient incentive for investors or can hinder investment.

Chapter VIII: Protection of Electrical Power Facilities and Safety in the Electrical Sector.
Section 1. Protection of Electrical Power Facilities and Electrical Safety. Article 68. “Safety Protection
Corridors for Power Facilities. No 4. Safety protection corridors for offshore power facilities constitute
part of the sea area allocated for power projects. The use of sea areas within these corridors must: a)
Ensure efficient and sustainable use of marine resources; b) Safeguard people, power facilities, and other
legitimate marine exploitation and utilization activities as prescribed by law; c¢) Protect marine species,
wildlife, and migratory birds following biodiversity laws and relevant international treaties to which the
Socialist Republic of Viet Nam is a party”.

The implications of this article for OW development in Vietnam are to be highlighted. The protection
of specific marine corridors is anchored to make optimal use of marine resources and protect them, with
a high priority on environmental protection. Strict safety regulations are included for OW projects and
safeguards to protect people and the OW facilities. Compliance with all biodiversity requirements is also an
essential requirement. In this respect, this section is of high priority for environmental protection.

CONCLUSION AND IMPLICATION FOR OW DEVELOPMENT IN VIETNAM

OW developers and investors are not selected by a purely public awarding process. OW projects are
considered by the AEL as a key pillar of Vietnam’s RE planning, interlinked as an instrument of defense,
security, and sovereignty. The framework now formed by law sets regulations based on which detailed
implementation regulations will follow. SOEs are given the sovereignty to carry out site surveys, which
means that, on the one hand, there is a lack of competition for site surveys. On the other hand, SOEs do
not yet have a learning curve; therefore, there is no possibility of carrying out the surveys efficiently and
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economically optimally. Private investors, especially international investors, do not have sovereignty over
the data of their potential study area. This means these private companies create value at their own risk and
are forced to share this data with the SOEs, which are also prioritized based on this law. This fact underlines
the state priority of these projects and, on the other hand, does not show any security mechanisms such
as site exclusivity for private investors. It is in line with the country’s strategic aim. Articles 27 and 29
describe the two-step selection process of investors and define which developer can conduct a site survey.
SOEs have sovereignty over this, and in the second stage, investors are selected. Due to the enormous costs
of such investigations, without site exclusivity in the second step but participation in a bidding process in
the second step, which can result in another bidder receiving the space, the investor of the survey bears
the complete risk of completely losing his funds for the preliminary planning. Therefore, this article is a
significant obstacle for international private companies. In addition, the preferential treatment of SOEs does
not treat foreign investors equally; instead, it puts them in a worse position and provides them with a one-
sided risk. This can be seen in particular concerning the rights of investigation. Likewise, the definition of
offshore wind beyond six nautical miles excludes some already existing pre-planning. These projects are no
longer classified as OW. This can also lead to projects bearing increased foundation and cable infrastructure
costs due to the increased water depth, thereby requiring an increased electricity tariff. In the current state,
the law secures national interests; foreign companies are not excluded per se, but they are less critical,
and the incentive mechanisms are insufficient and obstructive. On the one hand, prioritized SOEs have no
experience or learning curve. Still, without the cooperation of foreign investors, there will be little prospect
of efficient implementation, resulting in a low electricity tariff. Therefore, it can be stated that the national
aim of 6 GW OW by the year 2030 will be insufficient support, as it distorts competition between state-
owned enterprises without any effort and efficiency gains and the more efficient international OW industry.
This law thus raises questions about the efficiency targets and the contribution of OW to the energy mix in
2030.
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Abstract: This article analyses the challenges and perspectives of social participation of people with social-emotional
disabilities in the context of inclusion. Based on a qualitative expert interview with Winfried Klaes, which was
conducted as part of a dissertation, the effects of early childhood stress experiences on the development of self-
regulation skills are analysed and the central limitations of current educational approaches that focus on autonomy
and self-determination are highlighted. The results show that traditional educational methods are often ineffective
or counterproductive for those affected, as lasting neurobiological changes (in particular dysregulation of the stress
systems) make independent self-regulation considerably more difficult. Klaes defines four central factors in the
development of a social-emotional handicap: early stress, disturbed developmental windows of neuronal maturation,
chronic stress experience and epigenetic changes. These factors make the usual expectations of autonomy within
current inclusion concepts unrealistic. The article calls for a fundamental change of perspective in education and
social policy. Attachment-oriented, neuro-systemic and process-oriented interventions are recommended, which
are individually tailored to provide long-term stabilisation. Klaes also proposes the official recognition of social-
emotional disabilities in accordance with Section 2, Paragraph 1 of Book IX of the German Social Code as well as
adjustments to training and funding. In conclusion, the article emphasises the need for a socio-political consensus on
the definition of social-emotional disability in order to establish appropriate support services. The study has limitations
as it is based on the perspective of a single expert. Future research should integrate further expert opinions as well
as the perspectives of educators, those affected and carers.

Keywords: Social-emotional Handicap, Inclusion; Early Childhood Stress; Self-regulation; Paradigm Shift in
Pedagogy

INTRODUCTION

In recent decades, current educational theory has developed an increased focus on enabling all people,
regardless of their individual abilities and needs, to participate in society on an equal footing. One area
that deserves particular attention in this context is social-emotional disabilities. People with this type of
impairment face considerable challenges when it comes to integration into educational, work and social
contexts: While perceptible aspects, of a physical or cognitive nature, of disability are often the focus of
inclusive endeavours, the physically invisible effects of social-emotional difficulties on participation in
social life are often misinterpreted. The reason for this is common educational practice, which focusses on
autonomy and self-determination as a goal, whereby self-regulation and personal responsibility are assumed.
However, recent research clearly indicates that people with a social-emotional handicap in particular have
considerable difficulties in developing these self-regulation skills at all due to early childhood experiences
of deprivation and stress (Klaes 2019; Klaes & Johnson 2016a, 2016b). John Bowlby (2006) and Mary
Ainsworth et al. (2015) already showed that early attachment experiences form a central basis for the long-
term development of emotional stability. If children are exposed to chronic stress from birth, this experience
of stress often leads to persistent dysregulation of the stress systems on a neurobiological level (Hostinar &
Gunnar 2013). The hypothalamic-pituitary-adrenal axis (HPA axis) in particular is permanently affected by
this, which makes long-term and independent self-regulation in later life considerably more difficult or can
even lead to mental and physical illnesses (Charmandari et al. 2005; Gunnar & Quevedo, 2007; Hostinar &
Gunnar 2013). From a neuroscientific perspective, Striiber (2016) and Uvnis-Moberg (2016) also show that
secure attachment experiences are necessary for the development of neuronal structures that later enable
independent stress regulation. According to Klaes and Johnson (2016a), if this foundation is not sufficiently
developed, this leads to a long-term social and emotional disability, which they define as a social-emotional
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handicap. As a result, traditional pedagogical approaches, which presuppose self-regulation and personal
responsibility, reach their limits here.

Instead, sustainable social participation of those affected requires special and customised support
measures that take into account individual needs and impaired neuronal development (Johnson 2019;
Klaes 2019). An exclusive focus on autonomy and self-determination, without taking into account the
neurobiological and developmental prerequisites, therefore often leads to excessive demands, exclusion
and ultimately to the intensification of existing disadvantages.

This article examines the perspectives for the participation of people with social-emotional disabilities
in the context of inclusion. It is based on the analysis of an expert interview with Winfried Klaes, an
experienced psychologist, family therapist, supervisor and organisational consultant, who played a key role
in coining the term social-emotional handicap. Based on these findings, the aim of the article is to analyse
the context-dependent and overall political effects of social-emotional handicaps. The results should serve to
provide new professional impetus and highlight necessary structural changes that will enable a sustainable
improvement in the participation and integration of affected people in society and the world of work.

RESEARCH METHODOLOGY

A qualitative research approach in the form of a written qualitative expert interview (Schiek 2022) was
chosen in order to capture these complex relationships more precisely. This interview was conducted as part
of a dissertation with the psychologist Winfried Klaes, a renowned expert who played a key role in defining
and establishing the term social-emotional handicap. Klaes has extensive practical experience with affected
children, adolescents and young adults. The interview was based on four central guiding questions based on
the SPSS method according to Helfferich (2011), which focussed on recording the state of knowledge about
social-emotional handicaps, their underlying causes and principles, effective intervention measures and
existing gaps in research and practice. The evaluation was carried out using a content-structuring qualitative
content analysis according to Kuckartz (2020) in order to identify central statements on challenges and
perspectives with regard to social participation in the context of inclusion.

Limitation

The study is based on the perspective of a single, albeit recognised, expert. Future research should
include other experts as well as the views of educators, those affected and carers in order to achieve more
comprehensive results.

RESULTS

The following results provide an insight into the key findings of the expert interview and illustrate
the challenges of current educational practice. Winfried Klaes sees a change in the way social-emotional
handicaps have been viewed in recent decades. At the beginning of the 2000s, a significant increase in children
and young people with socially conspicuous and emotionally uncontrolled behaviour was observed, which
has since pushed the professional help system to its limits. While these observations were initially seen
as an individual problem, it was increasingly recognised that this was a social phenomenon. Advances in
developmental neurobiology and neuroscience have contributed significantly to the understanding that the
focus has shifted to the interaction between the social environment and the development of the child’s brain,
taking into account the significance of early stress. Klaes argues in favour of a clear distinction between
a serious developmental impediment and a manifest social-emotional handicap in which the neuroplastic
capacity of the brain is significantly impaired by massive early childhood stress.

Klaes identifies four central principles that are essential for understanding social-emotional disabilities
in contrast to other disorders. Firstly, early-life stress plays a decisive role, especially in the first two years
of life, as it leads to brain morphological changes in the brain. Secondly, it can lead to a disruption in
the opening and closing of sensitive developmental windows, particularly in the right hemisphere, which
impairs the development of self-regulating networks in the long term. Thirdly, the permanence of the stress
experience in the form of a chronic and emotionally unfiltered influence on early brain maturation processes
is fundamental. Fourthly, epigenetic effects play a decisive role insofar as early stress experiences leave
lasting changes in gene expression that impair stress regulation and can even be passed on transgenerationally.

121



Jana Johnson

Klaes argues that these four factors are interrelated and can occur over time, which ultimately causes the
development of a social-emotional handicap.

The analysis of the interview with Winfried Klaes makes it clear that the current pedagogical approaches,
which pursue autonomy and self-determination as their primary goal, are not suitable for people with a
social-emotional handicap. He explicitly emphasises that this prominent objective is unrealistic and even
counterproductive for the affected group due to the neurobiologically determined and permanent deficits
in self-regulation. Early childhood stress experiences and deprivation lead to permanent neuronal changes,
particularly in stress regulation via the hypothalamic-pituitary-adrenal axis (HPA axis), which make long-
term independent self-regulation significantly more difficult or impossible, as Gunnar and Quevedo (2007)
also point out in their studies.

According to Klaes, the inclusion of affected people with social-emotional disabilities poses
considerable challenges. Traditional educational interventions (such as incentive and reward systems or
purely behavioural therapies) often only show limited effectiveness — if any at all — as essential functional
systems such as the motivation and curiosity system and action control are barely responsive in those
affected by automated stress experiences. On the contrary, the well-meaning use of such methods, which
do not address the causes, can increase the pressure of demands and lead to a more pronounced form of
behavioural abnormalities.

The current paradigm of inclusion with its focus on self-determination and personal responsibility
therefore increases the risk of pushing people with a pronounced social-emotional handicap beyond their
own limits, which can inadvertently lead to exclusion. Winfried Klaes questions whether this approach
is appropriate for these people, as early childhood stress experiences can have a lasting impact on the
development of self-regulation skills, which are, however, a prerequisite for the current goals of education.

According to Klaes, this creates an area of tension: to what extent must pedagogy differentiate itself in
order to meet the diverse needs of all learners? Are current pedagogical concepts still up-to-date at all, and
how can educational institutions find a balance between the required autonomy on the one hand and the
provision of necessary support and guidance on the other?

The discussion about inclusion is closely linked to this. Klaes strongly warns against trying to force
inclusion at all costs, as this can quickly overwhelm people with social-emotional disabilities and ultimately
lead to exclusion. The current inclusion paradigm, which emphasises self-regulation, independence and
self-realisation, proves to be inappropriate in many cases, which raises the question: How can we prevent
inclusion efforts from unintentionally leading to the exclusion of certain groups of people?

Klaes sees the perspective for improved participation of people with social-emotional disabilities in
the consistent application of the findings resulting from the synthesis of traditional attachment theory and
current neuroscientific research. He argues in favour of prioritising interactive approaches to building
attachment and co-regulation that are tailored to the social-emotional developmental age of those affected
and incorporate basic communicative pathways. He refers to the “concept of systemic stress regulation”
(now part of “neuro-systemic practice’’), which combines body- and action-orientated forms of intervention.
What is important here is a process-oriented approach that aims less to achieve specific goals and more
to expand the scope of action of those affected by stabilising them emotionally through external long-
term help. Klaes emphasises the need for openness in terms of time and the establishment of settings in
which help can be coordinated and ideally provided “from a single source”. He sees great potential in the
implementation of effective interventions and forms of setting organisation in existing social institutions
such as the elementary sector, schools, child and youth welfare and integration assistance.

In order to counteract exclusion through inappropriate inclusive approaches geared towards autonomy
and self-determination, Klaes calls for a political paradigm shift towards the systematic recognition of
long-term support needs. As a central overall political consequence, he proposes officially recognising the
social-emotional handicap as an independent form of disability in accordance with Section 2, Paragraph 1
SGB IX and establishing institutionalised long-term support measures under social law.

However, Klaes currently sees the greatest challenge in the fact that existing findings from brain
research have so far only been insufficiently integrated into social work practice. A synthesis of traditional
attachment theory according to Bowlby (2006) and Ainsworth (2015) and current neuroscientific findings
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(e.g. Striiber 2016) would be necessary in order to develop customised measures. He therefore calls for a
stronger interlinking of neuroscientific research and educational practice as well as an adaptation of training
programmes and funding logic in the area of social policy.

Last but not least, Klaes emphasises the lack of social acceptance and common understanding of social-
emotional disabilities. He argues in favour of a professional and political consensus on when and how a
social-emotional handicap must be defined in order to ensure appropriate and long-term support services.

In conclusion, it can be said that a sustainable improvement in the situation of people with social-
emotional disabilities can only be achieved through a holistic perspective and the personal and institutional
commitment of all those involved. In practice, concrete recommendations for action and increased political
support are needed in order to successfully implement long-term measures.

CONCLUSIONS

The analysis of the interview clearly shows that the existing inclusive concepts, which focus primarily
on autonomy and self-determination, do not meet the needs of people with social-emotional disabilities. A
paradigm shift is needed in order to recognise social-emotional disabilities politically and under social law
as an independent form of disability and to create long-term support structures that enable sustainable social
participation in the first place.

Inclusive practice requires more differentiation: in addition to reflexive and individually adapted
autonomy, co-regulative, attachment-oriented services for certain groups must also be recognised. A close
interlinking of neuroscience, attachment theory and social pedagogy is necessary for this and should be
integrated into training programmes. Educational and social policy must therefore make the transition
from short-term success-orientation to long-term, process-oriented care concepts. Funding systems and
evaluation logics must be adapted in order to recognise sustainable stabilisation as a goal. The complexity
of social-emotional disabilities requires interdisciplinary cooperation between neuroscience, psychology,
education and social work in order to develop interventions. Targeted educational work is necessary to
increase social acceptance, create understanding and reduce stigmatisation instead of reinforcing it.

But are we as a society really ready to initiate the necessary changes that are required for true
inclusion of people with social-emotional disabilities, or do defensive behaviour and well-intentioned
declarations of intent remain the norm?
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COIMAJTHO-EMOIIMOHAJIHOTO YBPE/XKJAHE B KOHTEKCTA
HA ITPUOBIIABAHETO: IPEAN3BUKATE/ICTBA U INEPCIIEKTUBU
3A YYACTHUE B COLUAJIHUSA )KUBOT

Pestome: B masu cmamusi ce ananuzupam npeouzsUKameicmeama u nepcneKmueume 3a yuacmue 6 COYUanHUs
JACUBOM HA XOPAMA CbC COYUATHO-EMOYUOHATHU VEPEICOAHUsl 6 KOHMEKCma Ha npuobwasarnemo. Bvz ocnosa
Ha KayecmeeHo ekcnepmuo unmepsio ¢ Bungpuo Knaec, nposedeno xamo wacm om oucepmayuonnusi mpyo, ce
ananuzupam nocieouyume om Cmpecoume NpelCUssI8anUs 8 PAHHOMO 0emcmeo 6bpXy Pa3eUmueno Ha YMeHusma
3a camopeynayus u ce U3mMvKeam OCHOBHUME OSPAHUYEHUS HA HACmoswjume 06paz08amenHu nooxoou, KOumo
ce ¢hokycupam 6vpxy asmMOHOMHOCMMA u camoonpedenenuemo. Pezynmamume nokazeam, ue mpaduyuonHume
06pazoeamentu Memoou Yecmo ca HeeQheKmueHu Uiy KOHMpanpoOyKMueHU 3d 3dcecHamume Iuyd, mvil Kamo
mpatiHume He8pOOUONIOSUYHU NPOMEHU (NO-CREYUATHO OUCDE2YIaYUIMA HA CMpecosume CUcmemu) 3Ha4umenHo
s3ampyousieam Hezasucumama camopezyiayus. Knaec onpedenss uemupu yenmpannu ¢hakmopa 6 pazeumuemo Ha
COYUATIHO-eMOYUOHATHUSL HEOOCAMBK: PAHEH CIpec, HaPYUWeHU PO30PYU HA PA36UMuUe Ha HeBPOHHOMO Cb3PABAHE,
XPOHUYHO NPENHCUBABAHE HA CMPeC U enueeHemuyHy npomenu. Te3u paxmopu npaesm HepearucmuyHu obuyainume
0UAKEAHUS 3 AGMOHOMHOC 6 PAMKUME HA HACMoswume KoOHyenyuu 3a npuobwasare. Cmamusima npuzoeasa
3a YHOAMEHMANIHA NPOMAHA HA 21e0Hama Mmouka 6 06pazoeanuemo u coyuarnama noaumuxa. Ilpenopwvusam
ce UHMepBeHYuU, OPUEHMUPAHU KbM NPUSLPIAHOCMMA, HE8POCUCMEMHU U NPOYECHU UHMEPEEHYUU, KOUMO Ca
UHOUBUOYATHO COOPA3EHU, 3a 0a OCUZYPAm Obi20CcpouHa cmabunuzayus. Kiaec npednaza couo maka opuyuainomo
NPU3HABAHE HA COYUATHO-EMOYUOHAIHUME YEPENCOaHUs 8 cbomeemcemeue ¢ pazoen 2, napazpag) 1 om xuuea IX na
Tepmanckus coyuanen KoOekc, Kakmo u Kopekyuu 6 ooyyenuemo u Qunancuparwemo. B 3axnouenue cmamusma
noouepmasa HeoOX0OUMOCmma om COYUANHO-NONUMUYECKU KOHCEHCYC NO OMHOUEHUe HA ONpeo0eleHuemo 3a
COYUATHO-EMOYUOHATHO YEpexcoane, 3a 0a ce cb30a0am nooxXoosuu YCiyeu 3a NOOKpend.

IIpoyusanemo uma ocpanuyerus, mvii Kamo ce 0CHO8A8A HA 2NeOHAma Moyka Ha eoun excnepm. bvoewume
U3CNe08anUs CLe08Ad Od GKIIOUEAM OONBIHUMENHU eKCNePMHU MHEHUs, KAKMo U 2leOHume mouku Ha neoazosu,
3acesnamu 1uya u HACMOUHUYU.

Kniouoeu Oymu: coyuanno-emMoyuonanHo yepesxcoame;, npuodwasane; cmpec 6 PpAaHHA OemcKd Gb3pacm,
camopezynayusi, RPOMAHA HA NAPAOUSMama 6 nedacocuKama

SAna MoHCOH, TOKTOPAHT
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Abstract: Despite the general consensus of the relevance of demographic data for residential real estate
investments, there is a general lack of knowledge about how this data is actually integrated into investment-
related information processes within real estate firms. Therefore, this paper investigates how population
dynamics are considered and operationalized in residential real estate decision-making. For this purpose,
fifteen semi-structured expert interviews with professionals from various investor segments have been
conducted in order to assess how demographic indicators shape the relevant analytical framework of
investors, such as for market assessment or portfolio management. The results provide support to the
relevance of demographic data but reveal significant variation in how they are interpreted and applied.
While some firms translate demographic trends into concrete planning actions (e.g., modular housing or
senior-friendly design), others use demographic data primarily for market monitoring. This points to the
need for a more distinguished investigation of the role of such data that takes into account the unique
investor types and their preferences. The study contributes to providing theoretical and practical insights
into how investors use demographic data in the information process for residential real estate investments.
Keywords: Demographic Change,; Residential Real Estate; Investment Decision-Making; Information
Processes

INTRODUCTION

Demographic change is a key element that is impacting society but also housing markets across Europe.
In Germany, developments such as population aging, shrinking household sizes, and migration dynamics
have created new opportunities and challenges for residential real estate investors. It is considered that
these trends not only influence long-term demand patterns but also affect the way investment opportunities
are identified, evaluated, and implemented (Kridmer 2016; Maresova et al. 2015; Scharmanski, Wiencke
2017; Schiirt 2017). Despite the relevance of demographic trends for housing markets, there is limited
empirical understanding of how such data are actually processed and applied within the firms’ information
systems and decision-making processes or routines. Existing literature generally emphasizes the role of
demographic data for various analytical tools such as location screening or market analysis (e.g. Alda,
Hirschner 2016) but fails to capture how demographic indicators are specifically integrated into internal
information flows, planning instruments, and investment logic at the firm level.

Against this background, this paper investigates how demographic indicators are used within the
information processes of residential real estate investors. Using a rather exploratory approach that relies
on semi-structured expert interviews with practitioners from different segments of the residential sector,
the paper investigates how population-related data are interpreted, prioritized, and operationalized across
various decision phases. Hereby, the main focus is on the relevance of the demographic data to the investment
decisions. It is an aim of the study that the results contribute to a more practice-oriented understanding of
this issue. The remainder of the paper is structured as follows: Section 2 outlines the theoretical background;
Section 3 presents the methodological approach; in Section 4 are the key empirical findings and discussion;
and Section 5 concludes with a summary of the results and directions for future research.

LITERATURE REVIEW
Defined as the scientific study of population structures and developments, demography has traditionally
focused on statistical models and actuarial projections but has over time evolved into an interdisciplinary field
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that integrates sociological, economic, or other dimensions (Dudel 2018; Kiinemund 2013). Demographic
indicators such as population growth, household sizes, migration patterns and ageing directly influence key
investment parameters. These include market and location analytics, risk assessments and usage concepts.
As such, demographic data serve not only as background statistics but as an active driver of long-term
investment strategies in the housing sector. This part shows the role of demographic data in residential real
estate investment in more detail below and also its relevance in the investment process.

The Role of Demographic Data in Real Estate Investment

Population development and aging have a profound impact on housing markets. In Germany, population
growth has been stagnant or declining for decades, with the number of deaths exceeding births consistently
since the 1970s (BiB 2025). However, a slight recovery in population figures was observed after 2010,
which is fully attributable to sustained net migration. For example, in 2015, a net addition of 1.1 million
was observed (BAMF 2023). Looking into the future, projections by Destatis (2021) show that future
demographic development will be highly sensitive to assumptions regarding fertility, life expectancy,
and migration flows. However, it is in any case expected that the old-age dependency ratio will increase
significantly after 2030, driven by both low fertility rates and rising life expectancy (Kramer 2016; MareSova
etal. 2015).

Other demographic determinants are household size and the growing trend of stronger singularization.
While total population figures may remain relatively stable, the number of households continues to rise,
largely due to declining average household size. This trend reflects broader social developments such as
delayed family formation, urbanization, longer life expectancy, and the growth of non-traditional living
arrangements etc. (Arnold 2017; Scharmanski, Wiencke 2017; Schiirt 2017).

The migration patterns already mentioned can either be internal or international. Internal migration
within Germany is marked by persistent flows toward metropolitan regions such as Berlin, Hamburg, or
Munich (Stawarz, Rosenbaum-Feldbriigge 2020). These flows are primarily driven by labor market dynamics
and contribute to the growing demographic divergence between urban and rural areas (Lahner, Neubert
2016). Also, while many rural regions, especially in East Germany, continue to experience depopulation,
well-connected suburban areas near metropolitan cities like Berlin have gained renewed relevance due
to existing traffic infrastructure that enhances mobility (Schiirt 2017). Regarding international migration,
Germany’s net migration surplus amounted to 5.4 million people between 2015 and 2023 (BAMF 2023).
Here, research from international studies shows a link of immigration to rising housing prices in large
cities (Bourassa, Hendershott 1995; Ley, Tutchener 2001), although empirical findings remain mixed
about this relationship. Some studies report demand-side pressures concentrated in lower-income segments
(Saiz 2003), while others find neutral or even dampening effects due to spatial segregation or differences
in housing consumption patterns (Accetturo et al. 2014; Akbari, Aydede 2012; Sanchis-Guarner 2017).
Generally, the effect of immigration appears to be context-dependent and moderated by local housing
supply or labor market dynamics.

Finally, changing preferences or lifestyle dynamics add another layer of depth and complexity to
demographic impacts. For example, the COVID-19 pandemic accelerated shifts toward remote work and
work flexibility, potentially increasing interest in suburban housing formats (Fadinger, Schymik 2020;
Waizenegger et al. 2020). Simultaneously, older people seek housing solutions that maintain autonomy
while accommodating for the need of the necessary care, such as assisted living or multigenerational
arrangements (Efremidis 2017). In addition, sustainability preferences can be observed in the realm of real
estate (Feige et al. 2013), which is partly a demographic issue of relevance for different age cohorts, as
younger people generally have shown more interest in it (Ziesemer et al. 2021).

Relevance of Demographic Data in the Information Process

Demographic data play a central role inreal estate investment analysis, particularly through their function
as soft location factors. Unlike hard factors such as transport infrastructure, demographic characteristics
cannot be modified in the short term and thus constitute fixed parameters in location evaluation. These factors
are relevant on both the macro level, where they inform regional market dynamics and long-term planning
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assumptions, and the micro level, where they directly influence the attractiveness of individual sites to
target user groups (Alda, Hirschner 2016). On the macro level, demographic data guide location screening
and portfolio allocation. Regions with aging populations, declining household sizes, or high net migration
may offer opportunities or pose risks depending on infrastructure capacity and housing stock adaptability.
On the micro level, demographic indicators such as local purchasing power, household composition, and
socio-economic status determine the tenant structure and the corresponding demand profile (Scharmanski,
Wiencke 2017). For instance, a high share of single-person households with academic backgrounds may
indicate a demand for compact but high-quality rental units in well-connected urban quarters. Therefore,
insights from location screening can not only be used for site evaluation but also for tenant targeting and
pricing strategies.

Furthermore, demographic data are vital for market analysis, which is conceptually and practically
linked to the location assessment. The immobility of the asset ties every investment to a specific location
and the corresponding context, thereby fixing the relevant market (Ertle-Straub 2019). Here, market
analysis integrates demographic forecasts, socioeconomic data, and behavioral patterns to assess demand
on both macro and micro scales. This includes projections of household formation, income distribution,
vacancy trends, and the evolution of target groups (Greiner 2017). The analysis often combines data from
local expert committees, internal investor databases, and market intelligence providers to assess both the
quantitative volume and the qualitative nature of future demand (Brauer 2019).

As a result, the outcomes of the location and market analysis directly informs the functional and
architectural concept of the property. This applies especially during the project development phase,
where demographic patterns shape the formulation of the functional use concept. This concept translates
demographic needs into spatial and design features, e.g., flexible layouts, accessible floor plans, or
multigenerational living formats. These features then serve as a planning basis for architects and as a risk-
mitigation tool for investors (Alda, Hirschner 2016). Demographic data thus supports the future-oriented
usage flexibility and third-party usability of residential real estate units (Kurzrock 2017). In saturated
markets, these factors gain additional importance, as users become more selective and less willing to
compromise on quality and suitability (Schneider, Volker 2002). Here, demographic alignment can become
a decisive criterion for competitiveness, affecting both long-term project viability and resale value.

Economic feasibility analysis forms another key element of investment analysis for residential real
estate. It evaluates expected returns, cost structures, and cash flows, hereby relying on instruments such
as internal rate of return (IRR), equity multipliers, or discounted cash flow models (Farragher, California
2008). Since demographic variables directly shape market demand and user behavior, they also influence
the plausibility and robustness of the underlying financial assumptions for the economic feasibility analysis
(Alda, Hirschner 2016). For example, a declining household size may imply a need for more but smaller
units, which in turn affects both revenue projections and unit-level development costs. Also, an aging
population may imply increased operating costs for accessibility through retrofitting the units or a reduced
tenant turnover, both of which impact cash flow forecasts and therefore real estate economics.

Portfolio management must also be mentioned as an analytical tool, which consists of strategic,
qualitative, and operational layers. While strategic portfolio management deals with allocation and risk
balancing, the qualitative layer focuses on market and trend analysis, including demographic dynamics. This
enables investors to identify regional shifts, assess the long-term viability of asset classes, and reposition
the portfolio accordingly. The operational layer then deals with the portfolio in terms of its operations such
as regarding the use facility management to enhance profitability (Brauer 2019; Brendgen, Pannwitz 2011).
Demographic data are thus not only relevant to structure individual investment cases but also to optimize
the portfolio in terms of risk—return efficiency and in terms of its strategic, qualitative, and operational layer.

Using a more granular perspective, it can be shown that demographic data are embedded in a series of
specific sub-processes within the information processes that are implemented by the real estate firm. These
can include location-based benchmarking, user requirement modeling, development forecasting, or scenario
planning (Lange 2019). Each of these tasks also depends on access to timely, structured, and context-
sensitive demographic information. The integration of this information into asset and portfolio management
is understood to facilitate the achievement of specific investment objectives and to contribute to increased

127



The Role of Demographic Data in Information Processes for Residential Real Estate Investment Decisions

efficiency. Consequently, well-structured information processes can be regarded as an indispensable element
of effective real estate management.

RESEARCH METHODOLOGY

This study employed a qualitative research design based on semi-structured expert interviews. The aim
is to understand how demographic data are perceived and integrated into the decision-making processes of
different residential real estate investors. The approach that is taken is particularly suitable for capturing
context-specific and practice-based knowledge that is not readily accessible through standardized surveys
(Bogner et al. 2014). Experts possess specific knowledge valuable to the research conducted due to their
function or experience (Hitzler 1994; Misoch 2019).

Specifically, in the context of the doctoral research, fifteen interviews were conducted with professionals
representing a diverse sample of investor types, including small and large private housing firms, municipal
housing companies, institutional investors, and others. The selection followed a random sampling strategy
with the aim of selecting a variety of investors from different backgrounds. The sample was developed using
a commercial real estate market database (Listenchampion), from which a set of companies was randomly
drawn. After initial contact, expert interviews were conducted via telephone between December 2024 and
February 2025. A structured interview guide was used to address the research themes. Interview transcripts
were evaluated through a deductive qualitative content analysis, which allowed thematic evaluation.

FINDINGS/DISCUSSION

The qualitative interviews basically show the existence of four central themes in relation to the role of
demographic data in the investment processes of residential real estate companies. The insights reflect both
similarities across investor types and context-specific differences regarding the relevance of considering
demographic data.

Population Growth and Aging

Demographic indicators such as population growth and aging were widely mentioned as key strategic
variables by the respondents. For example, companies that engaged in senior housing development reported
close monitoring of these trends to guide land acquisition, architectural planning, and service model design.
Here, the aging of the population was viewed not only as a driver for new development but also as a
reason to retrofit existing housing stock, especially in regard to accessibility and adaptability. However,
in saturated urban markets, these demographic trends do not pose much risk to the investors in terms
of vacancy or construction, but provide signals for the existence of niches for investments. Therefore,
population development is not considered a relevant issue in this type of market environment, while the
steadily aging population offers an opportunity to provide for long-term planning stability.

Household Size and Singularization

The decline in average household size, notably the rise in single-person households, was perceived
as a structural shift in demand. Firms reported a growing focus on small-scale units such as for single
users, particularly in dense urban areas. However, some countertrends were observed as well in the case of
cities, where costs have become high. Here, shared living formats are gaining popularity, especially among
younger and lower-income tenants. This constitutes a potential trend that has been mentioned recently in
the literature as well (Kohl et al. 2024). Therefore, official demographic statistics may fail to adequately
grasp the actual housing realities.

Internal and International Migration

Internal and international migration were consistently described as critical elements that impact regional
housing dynamics in particular. Most respondents associated migration with rising demand for housing in
metropolitan areas, with a strong attention to urban hotspots facing structural shortages. At the same time,
residential units that are located in smaller cities or in more remote areas are less impacted by this trend.
Therefore, the trends in migration determine the growth areas in terms of market demand:

“Internal migration within Germany determines which cities grow and which remain stagnant.”
(Interview#4)
“[International migration leads to a demand for housing that is expected to persist.”
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(Interview#7)

However, there was also a qualitative impact mentioned in the interviews, which mirrors the findings
from the literature. In particular, there is a strong relevance of the context in which migration is present
and strong, as mediated by local labor markets, infrastructure availability, and integration policies. For
example, there are concerns in terms of social impacts by migration, which are relevant for those firms that
are exposed to these areas with their residential investment portfolio:

“Migration increases the number of tenants but can also lead to social tensions and raise the
demand for social housing.” (Interview#l1).

“Migration is an important issue for us from a social perspective. However, it has no implications
for our housing portfolio.” (Interview#12).

Preference Shifts and Housing Formats

Demographic change was also evaluated as of influence regarding tenant preferences and corresponding
living formats. Interviewees reported increased interest in alternative or novel forms of housing such as
co-living, student apartments or senior housing with service integration. These formats are described as
especially relevant among younger tenants but also for the elderly as they seek flexibility or community-
oriented environments. Nevertheless, traditional housing formats still dominate tenant demand and therefore
also investment decision-making. As such, the trend towards novel housing formats must generally be
considered a type of niche.

Also, while sustainability concerns were generally acknowledged, they were depicted by the respondents
more as compliance issues or ESG obligations rather than being primary tenant-driven concerns. This is
probably due to the nature of sustainability leading to higher costs of living for the tenants. Regardless of
this, housing firms exhibit a visible emphasis on developing more sustainable offerings of housing.

Discussion

The findings of the study confirm the strategic relevance of demographic data in residential real estate
investment processes but also show variations in how such data are operationalized. While previous research
has emphasized the importance of demographic factors for the analysis in terms of the micro and macro
view as a matter of principle (Alda, Hirschner 2016; Ertle-Straub 2019), this study demonstrates that firms
integrate these factors into their investment decisions with varying degrees of depth and specificity. This
is particularly due to their strategic orientation and the geographic positioning of the firms. In line with the
theoretical perspectives on location analysis (Alda, Hirschner 2016; Lange 2019), the results imply that
demographic variables are treated as fixed soft factors for site selection and market assessment. However,
the study adds empirical insight by highlighting how some companies actively translate these variables
into planning, like for example regarding the development of novel housing designs or changed renovation
strategies to cater to senior tenants.

One unexpected insight concerns the disconnect between the statistical indicator of the average
household size to real-life housing needs. Here, some of the interviewees have pointed to the observation
of structural overcrowding in some urban areas. As a result, this observation challenges the widespread
assumption that singularization uniformly translates into demand for smaller housing units. It suggests
the need for a more differentiated demographic modeling approach that incorporates the actual realities,
particularly regarding the socio-economic segmentation in urban contexts. Moreover, while preference
shifts such as co-living or senior housing with service integration were acknowledged, some respondents
considered them as niche trends rather than core drivers of market change and investment logic.

From a theoretical standpoint, the study contributes to providing a more in-depth view on the relevance
and the interconnection of population dynamics and residential real estate investment. As such, the study
provides enrichment to firm-level information architectures as well as the integration of demographic data
into planning, evaluation, and investment screening. By providing evidence for a differentiated and context-
dependent approach, it becomes evident that the corresponding information processes of the investors need
proper design to reflect these findings. Given the variability in the use of the data across investor types, the
study also indicates the need for further theorization of how external demographic signals are interpreted
and acted upon within firms of different organizational aims and regional activities. Practically, the findings
highlight the importance of aligning demographic analytics in a flexible and adaptive manner; but with a
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strong emphasis on the firms’ core investment areas or geographical focus.

CONCLUSIONS

This paper has evaluated the role of demographic data in the information processes that are used by
investors for residential real estate investment decisions. Based on a qualitative study of expert interviews,
the results show that demographic indicators such as population growth, aging, singularization, or migration
patterns are generally integrated into firm-level decision routines, although in various ways. While a general
relevance for analytical tools like location or market analysis can be stated to exist, it became clear that
the indicators have a different relevance to planning and investment decision-making. The application is
therefore inconsistent and context-dependent in some parts.

The study therefore contributes to providing current empirical insight into how demographic trends
are processed. It has highlighted the importance of using demographic insights to develop adaptive use
concepts but it has also shown that there is little relevance of some of the data in saturated markets. This
became also visible with respect to the role of immigration, for which it was found that areas are very
differently impacted by it. Therefore, demographic data shows strong differences in terms of its unique
relevance.

Despite these insights, the study is limited by its qualitative scope and sample size. Future research could
explore the role of differences across investor types or could examine in more detail how the demographic
information is technically implemented into the diverse set of analytical tools that firms use. This could
include a consideration of how demographic data are gathered, prioritized, filtered, and interpreted within
internal information systems, and which organizational resources, routines or tools are required for or
supportive to this process.

REFERENCES

ACCETTURO, A.; MANARESI, F.; MOCETTI, S.; OLIVIERI, E., 2014. Don’t stand so close to me: The urban impact of
immigration. Regional Science and Urban Economics, vol. 45, pp. 45-56. https://doi.org/10.1016/j.regsciurbeco.2014.01.001.
AKBARI, A. H.; AYDEDE, Y., 2012. Effects of immigration on house prices in Canada. Applied Economics, vol. 44, issue 13,
pp- 1645-1658. https://doi.org/10.1080/00036846.2010.548788.

ALDA, W.; HIRSCHNER, J., 2016. Projektentwicklung in der Immobilienwirtschaft. Springer Fachmedien. https://doi.
org/10.1007/978-3-658-13930-8.

ARNOLD, D., 2017. Gesellschaftliche Dimensionen: Nutzer von Wohnimmobilien. In: ARNOLD, D.; ROTTKE, N. B.;
WINTER, R. (eds.). Wohnimmobilien: Lebenszyklus, Strategie, Transaktion, pp. 143—159. Springer Fachmedien. https://doi.
org/10.1007/978-3-658-05368-0 6.

BAMF, 2023. Uberblick iiber das Migrationsgeschehen in Deutschland. BAMF — Bundesamt fiir Migration und Fliichtlinge.
[viewed June 2025]. Available from: https://www.bamf.de/DE/Themen/Forschung/Veroeffentlichungen/Migrationsbericht2023/
MigrationsgeschehenDeutschland/migrationsgeschehendeutschland-node.html.

BIB, 2025. Bevolkerungsentwicklung. Bundesinstitut fiir Bevolkerungsforschung. [viewed June 2025]. Available from: https://
www.bib.bund.de/DE/Fakten/Bevoelkerungsentwicklung/Faktensuche formular.html.

BOGNER, A.; LITTIG, B.; MENZ, W., 2014. Interviews mit Experten: Eine praxisorientierte Einfithrung. Springer Fachmedien.
https://doi.org/10.1007/978-3-531-19416-5.

BOURASSA, S. C.; HENDERSHOTT, P. H., 1995. Australian Capital City Real House Prices, 1979-1993. Australian Economic
Review, vol. 28, issue 3, pp. 16-26. https://doi.org/10.1111/j.1467-8462.1995.tb00990.x.

BRAUER, K.-U.,2019. Einfiihrung in die Immobilienwirtschaft. In: BRAUER, K.-U. (ed.). Grundlagen der Immobilienwirtschaft,
pp- 1-52. Springer Fachmedien Wiesbaden. https://doi.org/10.1007/978-3-658-21682-5 1.

BRENDGEN, S.; PANNWITZ, Y., 2011. Versicherung. In: Praxishandbuch Immobilien-Investitionen, 2nd ed., pp. 81-100.
DESTATIS, 2021. Vorausberechneter Bevolkerungsstand: Deutschland, Stichtag, Varianten der Bevolkerungsvorausberechnung.
[viewed June 2025]. Available from: https://www-genesis.destatis.de/datenbank/online/table/12421-0001.

DUDEL, C.,2018. Demografic. In: VOIGT, R. (ed.). Handbuch Staat, pp. 7-15. Springer Fachmedien. https://doi.org/10.1007/978-
3-658-20744-1 2.

EFREMIDIS, S., 2017. Trends und Herausforderungen in der Wohnungswirtschaft. In: ARNOLD, D.; ROTTKE, N. B.;
WINTER, R. (eds.). Wohnimmobilien: Lebenszyklus, Strategie, Transaktion, pp. 253-270. Springer Fachmedien. https://doi.
org/10.1007/978-3-658-05368-0 11.

ERTLE-STRAUB, S., 2019. Immobilienmarketing. In: BRAUER, K.-U. (ed.). Grundlagen der Immobilienwirtschaft: Recht—
Steuern—Marketing—Finanzierung—Bestandsmanagement—Projektentwicklung, pp. 363-392. Springer Fachmedien. https://
doi.org/10.1007/978-3-658-21682-5 7.

FADINGER, H.; SCHYMIK, J., 2020. The costs and benefits of home office during the covid-19 pandemic: Evidence from
infections and an input-output model for Germany. Covid Economics, vol. 9, issue 24, pp. 107—134.

130



Ewald Andreas Nover

FARRAGHER, E.; CALIFORNIA, A., 2008. An Investigation of Real Estate Investment Decision-Making Practices. Journal of
Real Estate Practice and Education, vol. 11, issue 1, pp. 29—40. https://doi.org/10.1080/10835547.2008.12091634.

FEIGE, A.; WALLBAUM, H.; JANSER, M.; WINDLINGER, L., 2013. Impact of sustainable office buildings on occupant’s
comfort and productivity. Journal of Corporate Real Estate, vol. 15, issue 1, pp. 7-34.

GREINER, M., 2017. Immobilienbewertung. In: ARNOLD, D.; ROTTKE, N. B.; WINTER, R. (eds.). Wohnimmobilien:
Lebenszyklus, Strategie, Transaktion, pp. 747—773. Springer Fachmedien. https://doi.org/10.1007/978-3-658-05368-0 30.
HITZLER, R., 1994. Wissen und Wesen des Experten: Ein Anndherungsversuch — zur Einleitung. Springer. https://link.springer.
com/chapter/10.1007/978-3-322-90633-5 1

KOHL, S.; STEINHARDT, M. E,; STELLA, L.; VOSS, S., 2024. Crowding (at) the margins: Investigating the unequal distribution
of housing space in Germany, pp. 1-44. https://doi.org/10.17169/REFUBIUM-45422.

KRAMER, W., 2016. Die demografische Zeitbombe: Ursachen und Folgen der Kinderlosigkeit. AStA Wirtschafts- und
Sozialstatistisches Archiv, vol. 10, issue 4, pp. 305-323. https://doi.org/10.1007/s11943-016-0198-9.

KUNEMUND, H., 2013. Demografie, Politik und Generationenbezichungen. In: HUTHER, M.; NAEGELE, G. (eds.).
Demografiepolitik: Herausforderungen und Handlungsfelder, pp. 164—176. Springer Fachmedien. https://doi.org/10.1007/978-
3-658-00779-9 9.

KURZROCK, B.-M., 2017. Lebenszyklus von Wohnimmobilien. In: ARNOLD, D.; ROTTKE, N. B.; WINTER, R. (eds.).
Wohnimmobilien: Lebenszyklus, Strategie, Transaktion, pp. 315-337. Springer Fachmedien. https://doi.org/10.1007/978-3-658-
05368-0 14.

LAHNER, J.; NEUBERT, F., 2016. Einfiihrung in die Wirtschaftsforderung. Springer Fachmedien Wiesbaden. https://doi.
org/10.1007/978-3-658-12120-4.

LANGE, B., 2019. Immobilienbestandsmanagement. In: BRAUER, K.-U. (ed.). Grundlagen der Immobilienwirtschaft: Recht—
Steuern—Marketing—Finanzierung—Bestandsmanagement—Projektentwicklung, pp. 479-536. Springer Fachmedien. https://
doi.org/10.1007/978-3-658-21682-5 10.

LEY, D.; TUTCHENER, J., 2001. Immigration, Globalisation and House Prices in Canada’s Gateway Cities. Housing Studies,
vol. 16, issue 2, pp. 199-223. https://doi.org/10.1080/02673030120038483.

MARESOVA, P.; MOHELSKA, H.; KUCA, K., 2015. Economics aspects of ageing population. Procedia Economics and
Finance, vol. 23, pp. 534-538.

MISOCH, S., 2019. Qualitative interviews. Walter de Gruyter GmbH & Co KG. [viewed June 2025]. Available from: https://
books.google.de/books?hl=de&lr=&id=3TVvEDwWAAQBAI.

SAIZ, A., 2003. Room in the kitchen for the melting pot: Immigration and rental prices. Review of Economics and Statistics,
vol. 85, issue 3, pp. 502-521.

SANCHIS-GUARNER, R., 2017. Decomposing the Impact of Immigration on House Prices. SERC Discussion Paper, 223.
[viewed June 2025]. Available from: https://eprints.Ise.ac.uk/86571/1/sercdp0223.pdf.

SCHARMANSKI, A.; WIENCKE, N., 2017. Immobilienanalyse. In: ARNOLD, D.; ROTTKE, N. B.; WINTER, R. (eds.).
Wohnimmobilien: Lebenszyklus, Strategie, Transaktion, pp. 709-746. Springer Fachmedien. https://doi.org/10.1007/978-3-658-
05368-0 29.

SCHNEIDER, V.; VOLKER, A., 2002. Property, location, and market analysis. In: Practical handbook of real estate project
development, pp. 47-67. Munich: Oldenbourg.

SCHURT, A., 2017. Strukturen und Entwicklungen der deutschen Wohnimmobilienmirkte. In: ARNOLD, D.; ROTTKE, N.
B.; WINTER, R. (eds.). Wohnimmobilien: Lebenszyklus, Strategie, Transaktion, pp. 73-98. Springer Fachmedien. https://doi.
org/10.1007/978-3-658-05368-0 3.

STAWARZ, N.; ROSENBAUM-FELDBRUGGE, M., 2020. Binnenwanderung in Deutschland seit 199. Bevolkerungsforschung
Aktuell, vol. 2, pp. 3-7.

WAIZENEGGER, L.; MCKENNA, B.; CAI, W.; BENDZ, T., 2020. An affordance perspective of team collaboration and enforced
working from home during COVID-19. European Journal of Information Systems, vol. 29, issue 4, pp. 429—442. https://doi.or
2/10.1080/0960085X.2020.1800417.

ZIESEMER, F.; HUTTEL, A.; BALDERJAHN, 1., 2021. Young People as Drivers or Inhibitors of the Sustainability Movement:
The Case of Anti-Consumption. Journal of Consumer Policy, vol. 44, issue 3, pp. 427—453. https://doi.org/10.1007/s10603-021-
09489-x.

POJIATA HA JEMOT'PA®CKUTE JAHHU B UHOOPMAIIMOHHUTE ITPOLHECHU
ITPU BBEMAHETO HA PEHHIEHUS 3A UHBECTULIUHN
B X KNWJIMIHA HEABUKUMU UMOTH

Pesztome: Bvnpexu obwomo cvenacue OmHoCHO 3Ha4eHuemo Ha oemozpaghckume OAHHU 30 UHBECMUYUUME
8 JCUNUWHU HEOBUICUMU UMOMU, CHU,eCmey8d IUNCa HA 3HAHUSA KAK me3u OaHHU ce UHmezpupam 8
unpopmayuonHume npoyecu, C6bpP3aHu ¢ UHgecmuyuume 8 Hedgudxcumu umomu. Emo 3awo nacmoawama
cmamus paszenexicoa Kak oemozpagckama OUHAMUKA ce 83eMd Npedsud U ce ONepayuoHaAIu3upa npu
83eMaHemo Ha peuleHusl 8 001ACMMA HA HCUTUWHUME HeOBUICUMU UMOmMU. 3a ma3u yen 6sxa nposedenu 15
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NOYCMPYKMYPUPAHU UHMEPBIOMA C eKCRePmU OMm pa3IudHU CeeMeHmu Ha UHBeCcmumopume, 3a 0d ce OyeHu
Kaxk Oemocpaghckume nokazamenu oQOpmMAmM CbOMEeMHAMA AHATUMUYHA PAMKA HA UHEECMUMOopume,
Hanpumep 3a OYeHwKa HA naszapa uiu ynpasieHue Ha nopmeetina. Pezynmamume nomewporcoasam
3HaueHuemo Ha demozpaghckume OaHHU, HO PA3KPUBAT 3HAYUMENHU PA3IUYUSL 8 HAYUHA, NO KOUMO me ce
MBIKY8am u npuiazam. JJoxamo HAKoU upmu npespvuyam oemozpaghckume meHOeHYyuu 8 KOHKpemHu
NIano8u Oeticmeust (Hanpumep MOOYIHU HCUTUWA UTU OU3ALH, NOOX00SAU 3a 8b3PACMHU XOpa), Opyau
usnonzeam democpagckume OAHHU NPeOUMHO 3a Habmooenue Ha nazapa. Toea couu Heobxooumocmma
0m no-3a0b1604eHO NPoyYeaHe HA PONAMA HA MAKUBA OAHHU, Koemo 0a OMYUmMa YHUKAIHUMe munose
ungeCmumopu u mexuume npeonouumanus. Ipoyuseanemo 0onpunacs 3a npedocmassaHemo Ha meopemuyHu
U NpakmuyecKu NO3HAHUA KAK UH8ECMUMOpUMe U3Noa36am oemozpagckume OaHHU 6 UHGOPMAYUOHHUSL
npoyec npu UH8ECMUYUUTNE 8 HCUTUUHU HEOBUNCUMU UMOUL.

Knwuoeu oymu: oemozpaghcku npomenu; HCUNUWHU HEOBUNCUMU UMOMU, 83eMAaHe HA UHBECTMUYUOHHU
peweHus;, UHPOPMAYUOHHU Npoyecu
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Abstract: The funding of job centers in Germany is based on a complex interplay between federal and municipal
funds. A key financial instrument is the administrative cost budget, which covers the operational expenses of job
centers and ensures their functionality. The funds come from both the federal budget and municipal contributions,
with the exact distribution depending on various factors, including legal regulations and regional conditions. In
addition to administrative costs, funding is allocated for employment integration measures and unemployment
benefits (Biirgergeld). The distribution of funds follows a predetermined allocation and needs-based system, which
is regularly adjusted. At the same time, job centers face challenges such as rising costs, regional disparities, and
the need to optimize administrative processes. This article analyzes the financing mechanisms, existing problems,
and possible reform approaches.

Keywords: Administrative Cost Budget; Labor Market; Job Centers, Policy

INTRODUCTION

This article aims to systematically analyze existing published knowledge and information. From a
methodological perspective, it employs a form of literature analysis. Generally, literature analyses can be
described as summaries of existing knowledge. The focus of this research project is on already published
works that are examined in relation to a specific research question. The value of such literature analyses
lies in the accumulation and systematic examination of existing research on the topic.

This analysis particularly relies on publicly accessible sources from governmental institutions and
research organizations, including reports from the Federal Audit Office, information from the Federal
Ministry of Labor and Social Affairs, statistical data from the Federal Employment Agency, and current
studies from the Institute for Employment Research (IAB). Initially, the current state of research and
available information is reviewed. Finally, future prospects are considered.

RESEARCH METHODOLOGY

This article aims to systematically analyze existing published knowledge and information. From a
methodological perspective, it employs a form of literature analysis. Generally, literature analyses can be
described as summaries of existing knowledge. The focus of this research project is on already published
works that are examined in relation to a specific research question. The value of such literature analyses
lies in the accumulation and systematic examination of existing research on the topic.

This analysis particularly relies on publicly accessible sources from governmental institutions and
research organizations, including reports from the Federal Audit Office, information from the Federal
Ministry of Labor and Social Affairs, statistical data from the Federal Employment Agency, and current
studies from the Institute for Employment Research (IAB). Initially, the current state of research and
available information is reviewed. Finally, future prospects are considered.

RESULTS

The structure of labor market administration in Germany has undergone multiple changes over the
past decades, with the Hartz IV reform in 2005 being a significant turning point. During the 1990s, social
assistance was managed by municipalities, while unemployment benefits were administered by the Federal
Employment Agency. With the introduction of Social Code II (SGB II), these systems were merged, and
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newly established job centers became the main points of contact for employable benefit recipients. This
reform not only altered administrative structures but also had profound effects on the financing of labor
market policies, as federal and municipal funds were combined for the first time.
With the introduction of SGB 1I, a paradigm shift occurred: in addition to passive financial support,
a stronger focus was placed on the active promotion of unemployed individuals. Since then, numerous
adjustments have been made to the financing and management of job centers to increase the effectiveness
of labor market measures and optimize administrative efforts. These adjustments have included changes in
fund distribution and the introduction of new control mechanisms for evaluating the success of job centers.
Funding Structure of Job Centers
The funding of job centers is based on several key pillars that cover different areas of responsibility:
1. Integration Funds
These funds are intended for the active promotion of unemployed individuals and include a wide
range of measures to improve employability, such as:
o Training programs: Funding for qualification programs to enhance job prospects.
o Employment subsidies: Financial incentives for companies to hire long-term unemployed
individuals.
o Integration programs: Initiatives such as the “Job Turbo”, aimed at accelerating the
integration of specific groups, such as refugees.
2. Administrative Cost Budget
These funds cover the operational expenses of job centers, including:
o Personnel costs: Salaries and training for employees to ensure professional counseling and
job placement services.
o Material costs: Expenses for rent, office equipment, IT systems, and administrative
infrastructure.
o Digital infrastructure: Investments in modern job-matching platforms and Al-supported
job placement systems to improve efficiency.
3. Municipal Funds
Municipalities primarily cover costs for housing and heating (KdU) under § 22 SGB II, which
constitute a significant portion of total expenditures. Additionally, they finance various social
services under § 16a SGB 11, including:
o Debt counseling to support recipients with financial difficulties.
o Addiction counseling to help individuals overcome substance abuse issues that hinder
employment.
o Psychosocial support for individuals with special social or psychological challenges.
4. Special Programs
In addition to regular funding structures, there are temporary special programs financed by the
federal government or federal states, targeting specific groups such as:
o Long-term unemployed individuals facing significant employment barriers.
o Single parents requiring specialized support programs.
o Refugees needing specific qualification measures.
5. European Funding
Another important funding source is European funds, particularly from the European Social
Fund (ESF), which finances projects to enhance qualification and labor market integration for
disadvantaged groups.

CONCLUSIONS

Demographic changes pose major challenges for labor market policies in Germany. An aging population
leads to rising social expenditures as more individuals become dependent on social benefits. At the same
time, the shrinking workforce increases demands for labor market placement and qualification programs.
To address these developments, sustainable funding and management strategies for job centers are required.

One critical factor for the future of job centers is digitalization. The increased use of artificial intelligence
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and automated processes could improve administrative efficiency and optimize workforce deployment.
Al-driven job-matching systems and digital advisory platforms could tailor individual support measures
more precisely to the needs of job seekers. However, implementing such solutions requires significant
investments in IT infrastructure and employee training.

Given upcoming elections in Germany, job center funding is becoming an increasingly important
political issue. The growing demand for labor market services and qualification programs increases financial
requirements. Some political stakeholders advocate for increased federal funding to ensure adequate support
for benefit recipients and strengthen job centers for future challenges. Others propose a results-oriented
funding approach, where job centers receive funding based on measurable success indicators, such as
sustainable employment rates.

Another debated issue is the privatization of certain labor market services. Increased cooperation
with private providers could introduce innovative concepts for labor market integration. However, strict
quality controls would be necessary to prevent profit-driven models from undermining labor market policy
goals.

To ensure the long-term efficiency and effectiveness of job centers, comprehensive reforms in
funding and management are essential. A stable and needs-based financing model should regularly
adjust administrative cost budgets to actual requirements, particularly considering rising personnel and
administrative costs. Investments in digitalization and automation should be expanded to improve
efficiency. Additionally, closer cooperation between labor market policies and educational institutions
could help bridge qualification gaps.

Overall, the funding of job centers will remain a central issue in the German labor market policy in the
years to come. A sustainable model must balance public investments, digital transformation, and targeted
labor market support to ensure that job centers remain effective and adaptable to future challenges.
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OUHAHCUPAHE HA BIOPATA 110 TPYJA — CTPYKTYPU, PASHPEAEJEHUE U
BIO/UKET 3A AAIMUHUCTPATUBHU PA3XOIHU

Peztome: Bropama no mpyoa 6 I'epmanus ce uuancupam upesz pasiuyHu MeXaHu3Mu, KOUmo ce KOOpOuHupam
Kakmo Ha edepanto, maxa u Ha oowuncko pasnuuje. OCHOBEH eleMenm HA Mosa uHancupane e 6100icemvm
30 AOMUHUCIPAMUBHU PA3X00U, KOUMO NOKPUBA Onepamuenume pasxoou Ha oropama no mpyoa. B nacmoswama
cmamuis ce AHAAUZUPAM NPOU3X00bIN HA PUHAHCOBUME PECYPCU, MAXHOMO PA3ApedeNeHue UPOTSMA Ha Y4ACTEeaujume
uncmumyyuu. B nesi ce pasenesxcoam coujo maxa npeou3suKamencmeama u nooxooume 3a peghopmu, KOumo umam 3a
yen oa ocuzypsam ycmouuueocm Ha unancupanemo Ha dopama no mpyoa 8 bvoeuje.
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Abstract: Demographic change presents a growing challenge for residential real estate investment, yet the
literature offers limited insight into how demographic data are operationally embedded within the actual
internal decision-making processes. This paper addresses that gap by investigating how demographic
indicators are processed, interpreted, and applied in investment-related information systems. Drawing on
fifteen expert interviews with firms from the German real estate sector, the study explores three inter-related
dimensions: demographic data integration, analytical capacity of firms, and the analytical infrastructure.
The findings basically confirm the perceived relevance of demographic information but reveal considerable
variation in terms of its systematic use across the different firms. While some firms employ structured
planning tools and advanced forecasting methods, others rely largely on knowledge gained from general
experience or on relatively basic tools and methods for investment analysis. Key barriers include limited
staff expertise, inconsistent data systems, and technological or other resource constraints. The research
further shows that demographic data serve dual purposes: They are used both for a more socially oriented
service alignment and for return-driven investment approaches.

Keywords: Demographic Change, Residential Real Estate,; Information Processes, Analytical Capabilities

INTRODUCTION

While the importance of demographic data in residential real estate investment is widely acknowledged
(Alda, Hirschner 2016), the literature offers limited insight into how such data are concretely used within
internal decision-making processes. As such, it remains unclear how demographic indicators are processed,
interpreted, and applied within organizational information systems and investment routines; but also which
organizational resources and capabilities are required for this task. It can be argued that this lack of detail
constitutes a relevant research gap, which is particularly relevant in the context of demographic change
(Kramer 2016; Schroven 2015).

This study addresses the research gap by investigating the role of demographic data in information
processes related to residential real estate investment. Using data from expert interviews, a focus on three
dimensions has been selected: data integration, analytical capacity, and digital infrastructure. The paper is
structured as follows: Section 2 outlines the theoretical background, followed by Section 3, which presents
the methodology, followed by empirical findings and a discussion. Finally, Section 5 concludes key results
and implications.

LITERATURE REVIEW

This chapter provides the theoretical foundation for analyzing how demographic data are addressed
within information processes in residential real estate investment. It is divided into two parts. Section
2.1 outlines the general role of information processes in real estate decision-making, focusing on data
sources, analytical procedures, and the integration of digital tools. Section 2.2 builds on this foundation by
examining the specific relevance of demographic data. It discusses how demographic trends such as aging,
migration, and household singularization are integrated into location screening, market analysis or other
analytical tools of real estate investment analysis.

Information Processes in Real Estate Investments
Information processes represent a foundational component of investment decision-making and have
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become increasingly strategic in the context of residential real estate. Typically, such processes begin
during the planning phase, where information is gathered systematically from internal and external sources,
followed by stages of evaluation, decision, implementation, and post-investment monitoring (Becker,
Peppmeier 2022). From a management perspective, information processes must be handled potentially
across all organizational functions (Spindler 2022) in order to prevent risks and to optimize opportunities
(Ertle-Straub 2019).

In real estate investment, these processes are formalized through real estate research, which provides
market-relevant intelligence and supports investor decision-making through structured analysis. Real estate
research serves as a critical input for strategic portfolio management, as it enables the anticipation of market
developments, assessment of site-specific opportunities, and optimization of investment performance (Ertle-
Straub 2019). Information management, in this sense, spans the entire investment lifecycle, which ranges
from the identification of viable properties through financing and operation, and extends to exit strategies.

Lange (2019) mentions eight key subprocesses in the information processes that are relevant for real
estate investments, each of which requires specific information flows. These include market and location
analysis, alignment with investor objectives, tenant needs, development forecasting, project planning,
business case development, assessment management reporting, and reassessment analysis of the property.
These information loops provide a systematic foundation for aligning investment goals with operational
action and can serve to enhance portfolio efficiency and strategic fit. However, the quality and relevance of
the underlying data significantly influences the usefulness of information processes. Here, a fundamental
distinction must be drawn between primary and secondary data (Brauer 2018). Secondary data, such as
statistics from government agencies or market reports by consulting firms, are typically easier to obtain
but may lack specificity or timeliness. Primary data, on the other hand, are gathered directly via surveys
or observations and allow for tailored, high-resolution insights, albeit at higher cost and effort (Grimmer
2014). The decision to engage in primary research therefore depends on the adequacy of existing secondary
information. Furthermore, a broad array of data sources informs residential real estate decisions, ranging
from macroeconomic and demographic statistics to site-level documents and transaction data can be used.
These include public registers (e.g., land ownership), real estate platforms (e.g., ImmobilienScout24), credit
institution databases (e.g., Pfandbrief-bank transaction records), architectural data, energy performance
certificates, and user preference surveys (Arnold 2017; Kriiger, Rosdiicher 2017; Scharmanski, Wiencke
2017). Here, the relevance of the data depends on the nature of the investment and whether it concerns
development, acquisition, refurbishment, or a portfolio realignment.

Information gathering typically begins in the early project phases, such as during site selection or
transaction due diligence (Brauer 2019; von Erdély 2022). In the case of revitalization or repurposing
projects, the information needs may resemble those of new developments due to the substantial redesign
involved (Kurzrock 2017). Continuous data collection also remains essential throughout the holding period
and forms the basis for real estate controlling practices, such as performance monitoring, reporting, and
portfolio optimization (Kriiger, Rosdiicher 2017). Typical metrics used for investment monitoring include
vacancy rates, rental levels, tenant turnover, maintenance costs, and cash flow indicators. These are compiled
and analyzed within asset management systems to support investor decisions regarding capital allocation,
renovation timing, or divestment strategies. Increasingly, more advanced analytical tools are applied to
interpret such data, including statistical models and digital dashboards (de Vor, de Groot 2011; Ho et al.
2021). Generally, the integration of digital technologies plays a central role in enhancing the efficiency and
transparency of information flows. Enterprise software and facility management platforms enable real-
time tracking of maintenance schedules, budget adherence, or compliance (Ehrenheim 2017; Lange 2019).
These tools also bridge operational and financial perspectives, and allow for a broader management at the
level of the operational asset but also with respect to strategic concerns. More recently, machine learning
algorithms have emerged as valuable tools in property valuation and investment forecasting. Here, various
methods and techniques can model complex relationships between property features, market trends, and
demographic variables, thereby outperforming conventional appraisal methods in certain contexts (Ho et al.
2021; Pérez-Rave et al. 2019). These approaches are particularly useful for institutional investors managing
large, diverse portfolios that require scalable and automated valuation solutions (Hjort et al. 2022; Steurer
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et al. 2021). Demographic data can be integrated into these models to improve predictive accuracy and
guide development planning (Ho et al. 2021; Rafiei, Adeli 2016).

Despite these advancements, several barriers limit the consistent and effective use of information
processes in practice. Key challenges include incomplete or inconsistent data, legal and technical
constraints on data access, and integration difficulties when combining disparate data sources (Ehrenheim
2017; Gehring, Gabriel 2022). Also, organizational and technological limitations can hinder progress as
well. High implementation costs, limited digital literacy amongst staff, and poor interoperability between
IT systems reduce the effectiveness of new information infrastructures (Oluwunmi, Agara 2023; Ullah,
Sepasgozar 2018). For example, communication gaps between technical and non-technical personnel
have been mentioned as a key constraint, particularly in cross-functional decision environments (Gehring,
Gabriel 2022).

In response to these issues, several best practices have been proposed in the literature. These include
the implementation of robust data governance frameworks, staff training programs in digital tools, the
adoption of scalable open-source platforms, and the creation of interdisciplinary project teams (Huang
2022; Reinhartz-Berger et al. 2024). For example, an early involvement of end users in system designs and
roll-out phases can improve acceptance and effectiveness.

Demographic Data in Information Processes within Real Estate

Demographic change in Germany constitutes a long-term structural trend with substantial implications
for residential real estate markets. Current developments include population aging, singularization trends,
regional and international migration but also a shift in housing preferences that can partly be explained
by demographic changes (BAMF 2023; Waizenegger et al. 2020; Wilke 2019; Ziesemer et al. 2021). This
in turn shapes demand patterns, location attractiveness and design requirements. For example, aging and
declining household sizes are reinforcing the demand for compact, accessible, and flexible housing solutions
(Maresova et al. 2015; Scharmanski, Wiencke 2017).

Generally, demographic data play a key role for the real estate investment process. At the macro level,
such data is used in location screening, although it also plays a vital role at the micro level of the investment
as well. Here, it can assess tenant structures, market capacity, and the fit between the unit and the relevant
tenant preferences (Alda, Hirschner 2016; Scharmanski, Wiencke 2017; Schneider, Volker 2002). It is
therefore used for market analysis as well as for the analysis of the functional use of the property (Alda,
Hirschner 2016; Kilb, Weigold 2017). Here, general population trends basically translate into architectural
and spatial planning decisions, which may include the development of multigenerational housing, accessible
design features, or adaptable floor plans (Kurzrock 2017).

Given the role of demographic data so far with respect to location, market, and usage concepts, it can
be stated that there is also an impact on economic feasibility assessments. As demand structures shift due
to population changes, assumptions regarding occupancy, turnover, or operating costs are subject to change
and must be adjusted accordingly. This in turn might impact revenue expectations or unit cost structures,
thus cash flow projections and return metrics, which are used in economic feasibility assessments (Alda,
Hirschner 2016; Farragher, California 2008). Beside that, there is a further potential impact on portfolio
management as well, as data are assessed on their qualitative, strategic, and operational impact on the real
estate portfolio (Brendgen, Pannwitz 2011; Lange 2019).

Therefore, although demographic variables are clearly recognized as investment-relevant across
different types of analysis, there is no standardized framework for how this information should be processed,
evaluated and included in the investment decision-making process. This gap highlights a key limitation in
current practice, which is not yet adequately addressed. Also, the topic becomes even more relevant with
the advent of the technological advances in data analysis that have been observed in the recent past (Ho et
al. 2021).

RESEARCH METHODOLOGY
To explore how demographic data are managed within real estate ferns, this study applied a qualitative
methodology cantered on expert interviews. This approach was chosen in the context of doctoral research
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in order to gain insight into the design and the routines of internal decision structures and the role of
information systems, while also considering the challenges and opportunities in the context of existing
organizational capacities. With respect to the interviews, the core objective was to understand how
demographic information are used in practice and how they are embedded into the data environments,
analytical routines, and the decision-making logic.

For this purpose, a total of fifteen interviews were conducted with professionals from various segments
of the residential property sector to provide for some variety in the sample. The sample includes firms
of different sizes, geographical focuses, or business objectives. Participants were selected randomly and
considered suitable if they had an industry affiliation and the corresponding experience in the market. The
search for eligible interview partners was made via an industry list of German firms with contact being
made directly with the firms after the selection. Interviews were carried out between December 2024 and
February 2025 via telephone, using a semi-structured interview guide. The interview guide covered core
themes related to the role of demographic data in the information processes for real estate investments. The
analysis of the data was made via content analysis with transcripts of the interviews being reviewed, while
thematic categories were addressed in order to obtain the sufficient insights. Themes specifically include
(1) the integration of demographic variables in the decision-making processes, (2) the role of specialized
personnel and analytical capabilities, and (3) the configuration or design of information systems.

FINDINGS/DISCUSSION

The interview findings are presented across three thematic domains: (1) the integration of demographic
data into decision-making processes, (2) the availability and role of specialized personnel, and (3) the use of
analytical tools and information systems. These themes correspond to the core assumptions of the empirical
investigation.

Integration of Demographic Data into Decision-Making Processes

Across all firms interviewed, demographic data was generally recognized as a relevant determinant
for investment-related planning and analysis. Specific influences such as age structures, household
compositions, or migration flow impacts are thus considered important inputs for a better understanding
of long-term future demand dynamics and location development potential. In this regard, the respondents
emphasized the role of demographic information for such types of analysis, including the calculation of
scenarios:

“[D]emographic data is especially relevant when calculating scenarios and identifying

opportunities and risks.” (Interview#l3)

The quote above can be taken as evidence for a structured analytical approach to data analysis. However,
other participants described demographic data use as being implemented in a more informal manner based
on localized knowledge or on prior experience:

“Our main sources are empirical values from previous projects.” (Interview#5)

Despite this recognition, the actual integration of demographic indicators into decision-making
procedures varies. Some respondents have pointed to uncertainties, especially in the case of suddenly
changing parameters:

“Demographic developments play an important role; however, accurate forecasts are often
difficult because the parameters can change unexpectedly and rapidly. Migration, in particular,

should be mentioned here, as we did not anticipate it in this form many years ago.” (Interview#4)

Additionally, the underlying purpose of using demographic data was reported to differ slightly
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depending on the unique organizational focus. This focus can include a more demand-driven and service-
oriented approach in providing relevant residential units to tenants but also a focus that is more directed
towards investment risk management objectives.

Specialized Personnel and Analytical Capabilities

The second thematic focus concerned the availability of internal expertise for the analysis and
interpretation of demographic information within a firm. Some interviewees amongst the larger firms or
the institutional investors confirmed that dedicated personnel with data-related competencies are critical in
terms of turning demographic insights into actionable planning parameters:

“Our research team plays a crucial role in identifying core parameters for economic viability.”
(Interview#l)

“[Market research] uses various methods to evaluate the demographic impacts on housing

markets.” (Interview#l3)

Nevertheless, other experts reported a reliance on experience-based knowledge and acknowledged that
data expertise is generally lacking within their firms or remains underdeveloped:

“Market analyses are currently mainly experience-based. Building more data expertise in the
future would be beneficial.” (Interview#3)

This is to be considered a limiting factor as well:

“Qualified staff is essential, but we often lack the resources for in-depth analysis.” (Interview#4)

Despite the constraints by the lack of qualified personnel, some interviewees described current efforts
to strengthen internal capabilities through training and digital skill development:

“We see digitization as an opportunity for more efficient processes and are actively developing

the relevant skills through training.” (Interview#6)

Overall, the findings for this theme support the assumption that human capital plays a central role in
contributing to proper decision-making processes via demographic data analysis. Also, where analytical
capacity is limited by organizational constraints and the lack of resources, the integration of demographic
insights tends to be superficial or informal.

Use of Analytical Tools for Systematic Information Processes

The third thematic area covers the role of digital tools and analytical infrastructure with respect to the
analysis of demographic data. Here, some of the experts reported on the use of forecasting models, planning
software, or database systems to support investment analysis.

“We use advanced analytical tools models for market and portfolio analysis.” (Interview#l _

Q1)

It was even mentioned that there is a use of complex methods in the realm of artificial intelligence that
are mentioned in the literature (e.g. Ho et al. 2021) are selectively applied in order to obtain economic value
from superior insights:
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“In addition, we have been using AI-based approaches for some time now, particularly cluster
analyses and predictive modelling, to detect changes in housing demand at an early stage. For
example, we analyze large datasets on household structures, mobility, and income to identify regional
growth markets. Furthermore, neural networks are employed to derive more accurate forecasts for

rental and purchase price developments based on historical market data.” (Interview#135)

However, despite the identification of the existence of these sophisticated approaches, many firms
indicated that their technological setup remains rather basic. Standard tools such as Excel, internal
templates, or administrative datasets were commonly used especially by smaller firms that operate within
a limited geographical range. This in turn clearly shows that, while the use of sophisticated methods of
analysis becomes more available, there is also a rather wide spread in terms of sophistication and actual
integration. Generally, the use of demographic data becomes more systematic, where advanced tools and
digital workflows are available, but this condition is not yet met on an industry-wide basis.

Discussion

The empirical findings clearly provide evidence for an inherent analytical value of demographic data
in residential real estate investment decisions. Across all interviews, demographic variables were thus
acknowledged as important inputs for economic or risk assessment. However, the actual use of the data was
observed to be very different across the firms. While several organizations reported on using demographic
data within structured planning and forecasting routines, others still rely primarily on a rather experience-
driven approach rather than on proper data analysis. This points towards a discrepancy across the firms
concerning their analytical approach. Related to this, a dual function of demographic data was detected; as
well as some firms using it in order to align the services with the needs of the tenants, while others are using
it with a stronger focus on return objectives. It can thus be stated that the use of demographic data analysis
varies not only in scope but also in purpose.

The findings have further confirmed that human capital in the form of analytical experience or capabilities
assumes a decisive role in enabling data-based information processes. Here, firms with internal research
departments or analytics capacity are better positioned to process demographic trends systematically. This
supports the assumption that digital transformation in real estate investment is not only a technological
challenge but also an organizational challenge that relies heavily on the role of resources. Regarding the use
of sophisticated analytical tools, an equal divide between the firms was identified. Therefore, the adoption
of such tools remains inconsistent. While some firms experiment with complex models, others continue
to rely on traditional tools, e.g. by using spreadsheets for analysis. This finding hereby mirrors the finding
already obtained for the role of staff qualification and analytical capability. Therefore, the findings are in
line with the constraints that are mentioned in the literature, particularly in terms of staff qualifications and
digital infrastructure, which serve as key barriers (Gehring, Gabriel 2022; Ullah, Sepasgozar 2018).

In summary, the results equally show the relevance of demographic information in residential real
estate while also highlighting the gap in its actual use in practices. This has both theoretical and practical
implications. Conceptually, it suggests a need to refine existing models of information processing in real
estate under conditions of demographic change (particularly with respect to the needs and capabilities
of different types of firms). Practically, it points to the importance of investing in analytical skills, IT
infrastructure and related resources.

Concerning the limitations, it can be stated that the present study does not allow for an in-depth
investor-type variation. Although differences between investor types are clearly visible, this difference was
not systematically analyzed. Therefore, a more targeted research approach would be required to explore
this issue in depth. Future research could particularly focus on typologies of investor behavior or the
organizational maturity level in demographic data integration.

CONCLUSION
This paper has evaluated how demographic data are integrated and analyzed within information
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processes in residential real estate investment firms based on the empirical evidence from expert interviews
with industry representatives. It was shown that the actual use of demographic information for the purpose
of decision-making in the residential real estate sector is in some part inconsistent and to a large extent
shaped by organizational aims, resource constraints and corresponding capabilities.

The analysis was performed along three central themes. First, it was evaluated what general role
demographic data assumed within the investment process. Second, Second, the presence of qualified
personnel was investigated. It was found that such presence significantly influences whether and how
demographic information is used in the information processes of the firms, with smaller firms generally
lacking necessary resources. Third, the state and role of analytical tools was evaluated regarding their
potential for a systematic data use of demographic information. Here, a gap in the sophistication of the
analytical approach was detected.

The findings therefore highlight a visible divide between the perceived importance of demographic
information and their structural operationalization within the information systems of real estate firms.
While some firms are characterized by a rather high proficiency in terms of raw analytical capability, others
still rely on manual practices and implicit knowledge gained mostly from experience. This heterogeneity of
firms has yet not been properly addressed in the literature and also provides practical implications towards
the role of analytical capabilities, training, or the role of improvements in data infrastructure.
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B UHBECTHUIIMUTE B HEABUKUMU UMOTH B YCJIOBUATA
HA JEMOI'PA®CKHU ITPOMEHU

Pestome: [lemozpaghckume npomenu npedcmasnsagam 6ce no-20J1AM0 NPeouU3sUKAmMencmao 3a UHeecmuyuume
8 JCUTUWHU HEOBUNCUMU UMOMU, HO Jumepamypama npeonaza 02panudena uH@opmayus 3a mosea Kax
oemozpaghckume OaHHU Ce UHMeZpUpam 6 pearHume 6bMpeuwHUu Npoyecu Ha 63eMaHe HA peuleHusl.
Hacmosawama cmamus 3anviea masu npasHula, Kamo npoy4ea Kaxk 0emozpagckume nokazameinu ce
obpabomeam, uHmepnpemupam u npuLa2am 6 UHGOPMAYUOHHUMeE CUCTNEeMU, C8bP3AHU C UHBeCTUYUUme.
Bv3 ocnosa na 15 ummepeioma c excnepmu om cekmopa Ha Heosudcumume umomu 8 Iepmanus
npoOYyUGAHEMO pa32Nexcod mpu 63aUMHOCEbP3AHU USMEPEHUA: UHmMespupane Ha 0emozpag)ckume OaHHU,
aHanumuyer Kanayumem Ha upmume u aHarumMuyHa ungpacmpykmypa. Pezyimamume nomewvpoicoasam
OCHOBHO 8b3NPUEMAHAMA 3HAYUMOCM HA Oemozpaghckama uHgopmayus, HO pa3Kpueam 3HAYUMeENHU
pasnudus no OMmMHOWleHUe HA HEeUHOMO CUCeMAmUYHO U3Nonseame 6 pasziuyHume ¢upmu. Jlokamo
HAKOU ¢hupmu U3NON36am CMPYKMyPUPAHU UHCMPYMEHMU 3d NIAHUPAHEe U YCb8bPULeHCMBAHU Memoou
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3a npoenozupame, Opyau pazdumam 00 201AMAd CMeneH Hd 3HAHUSA, npuoooUmu om oowus Onum, Ui Ha
OMHOCUMENHO OCHOBHU UHCIMPYMEHMU U MEMOOU 3d UHEeCMUYUOHeH anaiu3. OCHOGHUmME NpeuKU 8KAI0Y8AM
02paHudeHama eKkcnepmu3a Ha NepPcoHald, HeCvenacy8anHume CucmemMu 3a OAHHU U MeXHOI02UYHUmMe Uil
opyau ocpanuyenus Ha pecypcume. Ilpoyusanemo noxassa owje, ue 0emozpaghcKume OAHHU CIYHCAM 3d
06e yenu: me ce U3NON36AM KAKMO 3d NO-COYUAIHO OPUEHMUPAHO Cb2IACY8AHe HA Ycayaume, makd u 3d
N00X00U KbM UHEeCUYUUME, HACOYEHU KbM 8b36DbUAEMOCT.

Knwuosu oymu: oemozpagcku npomenu, HCUTUWHU HEOBUNCUMU UMOMU; UHDOPMAYUOHHU NPOYecl;
AHATUMUYHU CNOCOOHOCIU
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