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Monetary System of a Multipolar World .
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ABSTRACT
This research aims to identify possible global monetary system development scenarios in the context of
the current United States dollar supremacy. The primary method used is foresight analysis, which is based
on a combination of deductive and historical data and trend analyses. The paper outlines the main drivers
of potential change and uses them as inputs for scenario analysis. The three considered scenarios are a
continuation of the absolute dollar dominance, reduction of the dollar’s power and split of the world economy
between multiple currencies, and the emergence of a new single prevalent currency. The main conclusion is
that the second multipolar scenario resembles the current dynamics the most and is considered the baseline.
However, the answer depends on the forecasting horizon as the scenarios have a certain sequencing. The
dollar will probably maintain its supremacy in the short term. Its decline in the mid-term will give rise to a
multipolar world, which can then, theoretically, lead to the emergence of a new dominant currency in the
long term. The results might be used as a framework for further structured analysis of possible outcomes in
this domain.
Keywords: United States; dollar; hegemony; reserve currency; China; multipolar world
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OPUTUHANBHAA CTATbA

U3MeHaLWwanca posib aMepUKaHCKOro
Aonnapa B rnobasnbHOM MOHETapHO cucTeme
MHOromnonAspHoro MMpa

A.U. UnbuHCKMi
MduHaHCcoBbIN yHMBEpCUTET, MockBa, Poccus
A.C. MaramepoB
McKinsey & Company, Peasya-Cutu, CLLA

AHHOTALUA
Llenbio faHHOrO nccnenoBaHus SBASETCS ONpeaeneHe BO3MOXHbIX CLLeHapueB pa3BUTUS MUPOBOM MOHeTap-
HOM CMCTEMbI B KOHTEKCTE TEKYyLLero oOMMHMpoBaHua gonnapa CoeguHerHbix LTaTtoB AMepuku. B kavectse
OCHOBHOIO MeToAa MCC/ef0BaHNS Obla MCNONb30BaH GopCcaiT-aHanms, KOTopbli 6a3nMpoBancs Ha KOMOUMHaLUK
LefyKTUBHOMO aHanu3a M aHanu3a MCTOPUYECKMX AaHHbIX M TpeHAoB. laHHas paboTa onpenenser 0OCHOBHbIE
LpaiBepbl NOTEHLMANbHBIX MEPEMEH U UCMOMb3YET UX B Ka4YeCTBE BBOAHbIX ANsi CLLeHapHOro aHanusa. B pabo-
Te pacCMaTpMBAKOTC TPU CLEHapMs: COXpaHeHME JOMUHUPOBAHUS A0ANAPA, CHUXKEHME 3HAYMMOCTHU Jonnapa
W oeneHne MMpPOBOM IKOHOMUKM MeXAY HECKONbKMMM BanoTaMu M NOsSIBIEHWME HOBOW NTaBEHCTBYIOLLEN Ba-
ntotbl. OCHOBHOW BbIBOA,: BTOPOW (MHOrONOASIPHBIN) CLLeHapuii Hanbonee COOTBETCTBYET TEKYLLUMM TEHAEHUMAM
M NO3TOMY paccMaTpuBaeTcs Kak 6a30Bbiin. OgHAKO OTBET TakXKe 3aBUCUT OT aHaNM3MpyeMoro nepmoaa, Tak Kak
NpoC/eXxXunBaeTca onpeaeneHHas nocaefoBaTebHOCTb MeXAy cueHapuamu. [lonnap, BEpoSTHO, COXPaHUT CBOE
rMaBEeHCTBO B KPAaTKOCPOUHOW nepcnektuse. [pun 3TOM CHWXEHWe ero 3HaYMMOCTM B CpeAHECPOYHONM nepcnek-
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The Changing Role of the US Dollar in the Global Monetary System of a Multipolar World

TMBE NPUBEAET K CTAHOBNEHMIO MHOMOMONAPHOrO MUPaA, B KOTOPOM 3aTeM, B TEOPUM U AONFOCPOYHON Nepcrek-
TUBE, MOXKET NOABUTLCA HOBaA NpeBanupytollas BantoTa. Pesynbratbl paboTbl MOryT 6biTb MCMOMb30BaHbI A4
CTPYKTYPUPOBaHMSA NMOCNEAYHOLIMX UCCIeA0BaHMI B AAHHOM 06nacTy.

Kniouessie cnoea: CLUA; nonnap; rereMoHus; pe3epsHas Bantota; Kutai; MHOrononsipHbii Mup

Ana yumupoearus: UnbnHckuii A.U., Maramenos A.C. U3MeHsaI0OWAACA poib aMEPUKAHCKOrO A01apa B I106asb-
HOWM MOHETapHOI cMcTeMe MHOroNoNIAPHOro Mupa. Review of Business and Economics Studies. 2023;11(2):6-14.

DOI: 10.26794/2308-944X-2023-11-2-6-14

Introduction to the US dollar hegemony
The United States of America (the US) is consid-
ered a global hegemon in modern political and
economic theory. The term describes the lead-
ing position of the US to all other countries, be it
financial, economic, military, or technology do-
main. The country has the largest nominal Gross
Domestic Product (GDP),! the largest military,?
and technology spending.® This allowed the US to
establish monetary hegemony with its currency,
the United States dollar (USD), acquiring the re-
serve status and becoming the world’s dominant
payment means [1].

The dollar’s global ascent began in the post-
World War II years, when most countries fixed their
currencies against the dollar under the Bretton
Woods agreement. Since then, the dollar has been
empowered with unrivaled trust and has been used
as the primary payment means in global trade.
Today, up to 80% of global export invoicing is done
in USD dollars (except for Eurozone, where USD
accounts for 20%) [2]. Roughly 60% of national
banks’ reserves are US dollars.* The scale of these
near-monopoly numbers is signified by the fact
that the US accounts for only 25% of the global
GDP.> The closest competitor, Euro has reserves
share of 20%. That leaves bits and pieces for the
next six biggest currencies sharing the remaining
20% of the balance: Japanese yen, British pounds,
Canadian and Australian dollars, Chinese Renminbi,
and Swiss francs*.

! GDP (current US$). 2021. URL: https://data.worldbank.org/
indicator/NY.GDP.MKTP.CD (accessed on 15.05.2023).

2 U.S. defense spending compared to other countries. 2022.
URL: https://www.pgpf.org/chart-archive/0053_defense-com-
parison (accessed on 15.05.2023).

5 Main Science and Technology Indicators. URL: https:/www.
oecd.org/sti/msti.htm (accessed on 16.05.2023).

4 Currency Composition of Official Foreign Exchange Reserves.
2022. URL: https://data.imf.org/?sk=E 6A5F467-C 14B-4AA8-
9F6D-5A09EC 4E 62A4 (accessed on 15.05.2023).

5 GDP (current US$). 2021. URL: https://data.worldbank.org/
indicator/NY.GDP.MKTP.CD (accessed on 15.05.2023).

Literature overview
This dominant position of the USD had become a
cause for controversy, especially after the global
financial crisis of 2007-2008, when the world’s fi-
nancial system almost collapsed due to subprime
mortgage lending and derivatives speculation in
the US.

The story starts with Robbert Triffin [3] and his
famous work predicting the inevitable collapse of
the reserve currency, which has always been the
dollar. Still, the global monetary system is heavily
reliant on the American currency (I. Hjertaker and
B.S. Trangy [4]). H.M. Schwartz [5] believes the
main explanation is in US’s control over interna-
tional intellectual property, allowing the extraction
of a major part of the total profit. P. Gourinchas
[6] highlights another attractive dollar feature —
complementarities between the role of the dollar
for international trade and international finan-
cial transactions. S. Murau, J. Rini and A. Haas [7]
believe that global governments might not have
enough political will to transform the system with-
out a significant shock, which is a matter of time.

At the same time, there is an expectation that
emerging countries, particularly BRICS, will finan-
cially challenge the US. Z. Zongyuan and P. Mihaela
[8] believe the countries have built the necessary in-
frastructure for that. A particular example is China,
often seen as the main protagonist. W.0. Alwago
[9] explored the launch of the Central Bank Digital
Currency (CBDC) or digital renminbi that gives the
country the first mover advantage. Yet, K. Siddiqui
[10] does not expect the renminbi to challenge the
dollar materially in the next few decades.

Interestingly, E. Prasad [11] believes that second-
ary reserve currencies such as the British pound
or Euro will be phased out by the renminbi first.
While the old currencies declined, S. Arslanalp,
B. Eichengreen, and C. Simpson-Bell [12] identified
a growing share of unconventional currencies such
as the Canadian dollar or Korean won. The change
is driven by the development of international fi-

7
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nancial centers and the emergence of new directly
traded currency pairs.

Regarding other factors affecting the dollar,
Daniel McDowell [13] saw a decline in the dol-
lar use by the sanctioned states. D. Halcoussis,
W.H. Kaempfer, and A.D. Lowenberg [14] noted a
trend toward protectionism that further reduces
the dollar’s importance.

Summarizing all the above, existing research
highlights important dynamics of the global econ-
omy and raises questions about the future of the
dollar hegemony. Yet the knowledge is fragmented,
and the bigger picture is missing. This paper cov-
ers this gap by outlining high-level scenarios and
defining the play’s main stakeholders. The result
might be used as a basis for planning and prepa-
ration for the possible disruption at the country
level. The matter is urgent as the scale of potential
disruption is tremendous, given the role of the USD
on the global level.

Pillars of the dollar dominance
Despite the research focusing on the disadvan-
tages of the dollar-run system, two strengths
must be considered to have a balanced view. Of
course, one can think of more, but they will be
a derivative of these core ones, and we focus on
them within this paper. Each of the two must be
placed on the scales when assessing the coun-
tries’ future outcomes and potential willingness
to drive the change to an established system.

The first strength is stability. Dollar and dollar
bonds being backed by the US are considered risk-
free assets. The country has best-in-class corporate
governance and a strong army, which combined
mitigate external and internal risks. In addition,
the government virtually cannot default on its
liabilities as it can always refinance its debt from
any participating country. As a result, global inves-
tors accumulate dollars or American assets bought
with dollars to secure their wealth, especially in
the event of instability.

The second is liquidity. The dollar is accepted
anywhere in the world and can be easily converted
into any asset, be it another currency or some-
thing material. A combination of several factors
forms this feature. Besides the stability mentioned
above, which increases the currency’s attractiveness,
the US has a foreign exchange infrastructure with
all the countries that is a heritage of the Bretton
Woods agreement. These international connec-

tions are further enhanced by the world’s most
profound and most sophisticated financial markets,
enabling any exotic transaction. All this creates
unrivaled global trade possibilities through cross-
conversion via the dollar, especially for countries
with non-mainstream currencies (e.g., South Africa
and South Korea).

Challenges to the US dollar hegemony
Pressure on the dollar hegemony comes from
four primary sources: inherent limitations of the
global reserve currency model, the rise of new su-
perpower countries, internal mismanagement of
the economy by the US government, and techno-
logical developments in digital and decentralized
finance.

a. Flaws of the reserve currency system

The inherent limitations are split into two parts.
Part one is called Triffin’s Dilemma, after its author,
the economist Robert Triffin and was formulated in
1960. The US must run a constant current account
deficit to supply dollars for the world’s reserve ac-
cumulation and trade liquidity. At the same time,
the deficit growth drives the sovereign debt, and
the bigger it becomes — the less trust the global
community has in the dollar. Today, we might ob-
serve the real-life case study as the US debt totals
a significant $ 31 trillion,® more than the country’s
GDP, and is a hot international topic and a matter of
disagreement between the US’s ruling parties [15].

Part two concerns US manufacturing. While
political US institutes benefit from reduced borrow-
ing rates of the reserve dollar, real business strug-
gles with international competition [16]. Excessive
demand for the reserve currency strengthens the
dollar, which has two cumulative effects. First, it
becomes cheaper for consumers to acquire interna-
tional products, i.e., import becomes more acces-
sible. Second, US export becomes more expensive
for foreigners. Both effects discourage domestic
production and investment, increasing the US re-
liance on international players and making the
country more vulnerable to supply chain and trade
war disruptions. The most graphic example is the
rise of China, which took over electronics, apparel,
and many other manufacturing domains, including
microchips, causing various political clashes and
trade wars between the country and the US.

¢ Understanding the National Debt. URL: https://fiscaldata.
treasury.gov/americas-finance-guide/national-debt (accessed
on 17.05.2023).
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b. Emergence of new geopolitical and economic
powers

The next source of pressure is the rise of new
superpowers. It has been 80 years since the Bretton
Woods agreement. Today, we see several promising
geographies like India, Southeast Asia, the Middle
East, and Latin America. However, most attention
is paid to Europe and China — each is considered
a significant player and center of gravity in the
respective region.

China smartly exploited its weak currency and
low labor rate to develop outstanding manufactur-
ing capabilities and earned the title of the world’s
forge. It often takes second place after the US on
the most critical metrics, with an occasional surge
to first place. Today, it is the number one trade
partner for more than 120 countries, including the
US [17]. The country has the first or second larg-
est economy, depending on whether one factors
in purchasing power parity into calculations.”8 It
has the second largest population and labor force,
marginally yielding to India, which recently took
the lead.’ China has second absolute spend on
the military, equipped with nuclear weapons, and
fortifies the country against direct encounters.' Its
currency, Renminbi, is already a reserve currency
with 3% of the global reserves,!! which certain
scholars predict to increase in the future [18].

The European Union — an economic union of 27
countries, includes powerhouses like Germany and
France and would be the third largest economy after
the US and China [19]. Most countries in the region
are considered first-world countries. They are very
close to the US in terms of development: a stable
political and economic climate, strong military, a
high human development index, etc. And what is
most important, run the single currency — the euro,
which is often predicted to be the successor to US

7 GDP, PPP (Current International $). URL: https://data.
worldbank.org/indicator/NY.GDP.MKTP.PP.CD (accessed on
15.05.2023).

8 GDP (current US$). 2021. URL: https://data.worldbank.org/
indicator/NY.GDP.MKTP.CD (accessed on 15.05.2023).

° India to Overtake China as World’s Most Populous Country in
April 2023. 2023. URL: https://www.un.org/en/desa/india-over-
take-china-world-most-populous-country-april-2023-united-
nations-projects (accessed on 17.05.2023).

10U.S. defense spending compared to other countries. 2022.
URL: https://www.pgpf.org/chart-archive/0053_defense-com-
parison (accessed on 15.05.2023).

1 Currency Composition of Official Foreign Exchange Reserves.
2022. URL: https://data.imf.org/?sk=E 6A5F467-C 14B-4AA8-
9F6D-5A09EC 4E 62A4 (accessed on 15.05.2023).

hegemony. The currency accounts for 20% of the
global reserve balance.!?

A glance will reveal these two regions, with the
US almost ideally splitting the world into three
equal parts in terms of economy and geography —
each center is equally distant from the other two.
Thus, being global powers, both regions exercise
significant influence and might interfere with the
previously unconditional authority of the US.

c. Loss of the dollar’s safe currency reputation
due to the US economy’s shocks and use of the
dollar as a geopolitical weapon

The third element is outstanding events and
actions of the American institutes that create ad-
ditional strain on the financial system and under-
mine public confidence in it. There have been a
number of cases throughout the history, including
the cancellation of the USD’s gold standard in 1971
and the Vietnamese war of 1955-1975, that roughly
halved the dollar’s value. However, these are, in a
way, the relics of the past, and more recent events
are of particular interest: the financial crisis of
2007-2008 and the economic sanctions imposed
on several countries such as Iran and Russia.

The financial crisis resulted from the mortgage
market crumbling due to risky lending. It caused
significant damage to the global economy and
reduced its growth for several years. Yet the most
critical was the near collapse of the global financial
system. US mortgages accounted for a massive
73% of the US GDP [20], and a significant part of
risks was pushed overseas through derivatives.
As a result, several international institutions (in-
cluding European banks) defaulted and required
government assistance [21]. Economic sanctions
were another cause of the global disturbance. The
US uses various financial measures, including in-
ternational USD payments obstruction via Swift
and block on redemption of USD-denominated
debt (which constitutes the majority of interna-
tional reserves). Given the dollar’s importance
in the global monetary system, this is a powerful
geopolitical tool.

Both of the above elements jeopardize the dol-
lar’s reputation as a stable and safe currency as
investors see the materialization of previously
considered non-existent risks. The urgency for a
change for them is amplified by the colossal share
of the dollar in assets and reserves. This stimulated

12 Tbid.
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countries (including China, the primary holder of
the US debt) to search for ways to diversify risks.
The solutions used included more traditional assets
such as Swiss francs and gold or innovative meth-
ods such as digital currencies and crypto assets.
Moreover, sanctions created a reverse effect as the
number of affected countries grew — sanctioned
countries started forming alliances of all kinds
(e.g., trade between China and Russia in national
currencies'®).

d. Introduction of new technology-enabled
currencies

As for the new currencies, historically, one of
the dollar’s competitive advantages was an exten-
sive international payments network. The system
is costly and slow but is challenging to replicate
and, therefore, has remained uncontested. Some
countries were seen doing trade in national cur-
rencies, but that is a semi-manual process that is
difficult to scale. This absence of payment alter-
natives made countries extremely vulnerable to
disruptions, which took the form of sanctions for
several countries. However, digitalization and tech-
nological development provided possible options.
One is the Central Bank Digital Currency (CBDC).
Two are blockchain-based cryptocurrencies like Bit-
coin and Ethereum. It is essential to mention that
each operates completely differently despite being
united under the “technology-enabled” umbrella.

CBDC is an early concept similar to a regular
central bank’s money with one significant differ-
ence. The means can be built from scratch without
the limitations of the legacy architecture, which
might create a better fit for international trade.'
CBDC has no mass-scale real-world application
yet but is being piloted by numerous central banks
worldwide. As for cryptocurrencies, they have be-
come a hot topic over recent years and are popular
with individuals® for transborder payments as a
way to avoid government control. Businesses have
not used these means on a large scale, and trade
volumes are insignificant globally. Still, the tech-

13 China’s Yuan Replaces Dollar as Most Traded Currency in
Russia. 2023. URL: https://www.bloomberg.com/news/arti-
cles/2023-04-03/china-s-yuan-replaces-dollar-as-most-trad-
ed-currency-in-russia (accessed on 18.05.2023).

4 Central Bank Digital Currencies for cross-border Payments
Report to the G20. 2021. URL: https://www.bis.org/publ/
othp38.pdf (accessed on 15.05.2023).

15 Cryptocurrencies — Worldwide. 2022. URL: https://www.
statista.com/outlook/dmo/fintech/digital-assets/cryptocur-
rencies/worldwide (accessed on 16.05.2023).

nology is there, and it might gain an impulse as the
new generations of crypto-native people grow up.
Additionally, the smart features of the blockchain
give additional flexibility that might be used to
overcome the limitations of traditional currencies.

The future of US dollar hegemony

To assess future outcomes, we use two questions
as a guideline: what the theoretically possible end
states of the global financial system are and what
the possible transition paths are. The first ques-
tion was used to lay out the structure of the three
end states, and the second question helped assess
the feasibility of each of the alternatives. The sce-
narios below are shown logically for ease of com-
prehension without any other ranking in mind.

Scenario 1: Continuation of US dollar dominance

The starting “do nothing” scenario assumes
no active steps are taken, and all players still use
the dollar as before. In this case, it is possible to
expect a gradual erosion of the USD’s power due
to the system’s shortcomings described in Trif-
fin’s dilemma. The scenario would culminate in
an excessive US debt level leading to a default and
complete collapse of the international monetary
system. The main reasons for the chaos to spread
outside the US would be the absence of a close
substitute (perspectives of the Euro will be dis-
cussed shortly) and the devaluation of half of the
world’s reserves.

However, the severity of the damage makes the
collapse highly unlikely. In the short term, all exist-
ing stakeholders would keep the system running
as it is in their best interest to avoid a complete
breakdown. As for the long-term, current de-dol-
larization efforts (e.g., emerging trade in national
currencies'®) show the aspiration of the countries
to reduce the dollar influence, and there seems to
be enough time to prepare, reducing the chances of
collapse. Moreover, the US might drive the change
being interested in stopping the previously men-
tioned deterioration of manufacturing and resolv-
ing its significant debt. However, this change will
require a strong political will, as it might have an
unappealing image of American surrender.

Scenario 2: Emergence of a multipolar currency
system with several currencies coexisting

16 China’s Yuan Replaces Dollar as Most Traded Currency in
Russia. 2023. URL: https://www.bloomberg.com/news/arti-
cles/2023-04-03/china-s-yuan-replaces-dollar-as-most-trad-
ed-currency-in-russia (accessed on 18.05.2023).
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The middle scenario assumes that multiple cur-
rencies will run the system. The scenario is the
closest to today’s reality, where several reserve
and trade currencies coexist (e.g., dollar, renmin-
bi, crypto, and digital currencies), and, therefore,
seems the most probable of the three. The main
difference to reality will be a more balanced ratio
of the currencies that would strongly correlate with
the economic power of the economies.

Interestingly, there might be any combination
of geographies and currencies. A theoretical setup
(only to illustrate the multi-currency view) could
look like the following. The American continent
would still hold to the dollar, the European region
might switch to a cryptocurrency, and Asia would
run digital Yuan. In this setup, the second-order
regional countries (e.g., Indonesia and Vietnam in
Asia) would trade with each other in the region’s
reserve currency, while cross-region trade would
involve two major currencies. For the scenario
to become true, some countries must share the
reserve role, its benefits, and its burdens with the
US. Only China and Europe have an economic scale
that might make it work, but there are nuances.

Despite the strong Chinese economy and all the
merits and enablers previously mentioned, there
are two significant blockers. First, the country fol-
lows an export-oriented development model with
an artificially weakened currency, where the US
is the leading trade partner buying most of the
trade surplus.!” At the same time, the US accom-
modates the Chinese proceeds from this export in
the form of investments [16], as no other country
has comparable investment capacity and financial
markets development. As a result, taking on the
reserve role by China would mean abandoning
this export model, which has brought the country
to where it is today, and would require finding a
different development paradigm.

The second blocker lies in the Chinese govern-
ment’s controls over the country’s capital accounts
[22], and limits on the amount of debt foreigners
hold. And, as was previously explained, foreign
entities must be the primary holders of the sover-
eign debt for the reserve system to work, and it is
a major contradiction. Overall, the reserve status
requires certain sacrifices, and there is a question

17 China Trade balance, exports, Imports by Country 2020. URL:
https://wits.worldbank.org/CountryProfile/en/Country/CHN/
Year/2020/TradeFlow/EXPIMP/Partner/by-country (accessed
on 18.05.2023).

of whether the communist party is willing to make
those.

As for the Euro, which might seem a promising
contestant to the US, there is a significant barrier to
becoming a reserve currency. The region has limited
debt capacity despite the size of the economy and
the use of a single currency. Europe is a union of
independent countries, all of which are of varying
credit trustworthiness — think Germany versus
Greece. This immediately reduces the potential
pool of secure bonds investors seek.

Scenario 3: Replacement of the US dollar with
another dominant global currency

The third scenario implies that the dollar will
no longer be a reserve currency, and other means
will take the role. There are two possible ways this
might happen. First, a regional currency (from
scenario number two) will dominate others and be-
come the global reserve currency. However, we will
not discuss this alternative as it means restarting
what once was the dollar hegemony and, therefore,
seems unlikely given the learnings from the past.

The second way is a global agreement on using
a single supranational currency. The currency must
include a special balancing mechanism to avoid
trade surplus or deficit issues. For this reason, Special
Drawing Rights used by the International Monetary
Fund (IMF) today or Bancor proposed by John Keynes
fit well. Also, a crypto/blockchain currency with some
special “smart contract” rule might theoretically
work. However, it is important to stress that cryp-
tocurrencies do not have a solid use case today and
are mentioned for the completeness of the review
with high long-term potential in mind.

The main hurdle to implement any of these
alternatives would be reaching an agreement with
major economies, as it would require unprece-
dented levels of collaboration. Given the current
competitive dynamics and geopolitical tensions,
this scenario seems unlikely in the short term.

Implications of the reserve currency
change for the US and the world
The discussion of possible implications should
start with the US as the country that will be af-
fected the most. Three critical areas to examine
are: borrowing rates and sovereign debt, trade
and investment flows, and geopolitical influence.
The main problem with the first element, the
sovereign debt, is the ability of the US to service
it. The current level of the debt is 11.5 times the
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government’s income, which was $ 2.7 trillion in

the fiscal year 2023.!® In the event of lower de-
mand for the dollar due to the emergence of al-
ternatives, the borrowing rates will increase, ma-
terializing the rollover risk. The government will

be forced to refinance existing debt at a higher
rate, driving the interest payments up. This is

critical given the US budget deficit!* and limited

funds availability. In the end, the government

might need to cut spending on potentially essen-
tial projects (e.g., military, education, infrastruc-
ture) to make the budget even.

Regarding trade and investment flows, the main
question is about the investment changes. The US
is considered a safe harbor and has a significant
capital inflow. There is a high chance these flows
will not change significantly with the emergence of
the multipolar world (which we consider a baseline).
The US has extremely flexible and deep financial
markets with a strong reputation and governance.
In addition, the country is at the forefront of tech-
nology and innovation. However, a significant por-
tion of the inflow is speculative, which does not
add value to the economy and just drives the trade
deficit. This, in turn, leads to higher borrowing and
higher sovereign debt mentioned previously.

Finally, there is geopolitical influence. The US
can influence global politics in its favor with various
financial levers (besides previously mentioned sanc-
tions). Reduction in the dollar influence will limit
these possibilities and might push the US to the
last resort of using military forces in certain cases.

Moving on to the rest of the world, there are
three primary considerations: enhanced competi-
tiveness of the reserve currencies, end of export-
oriented development, and the drop in the value of
the dollar balances. The first element benefits the
global community and is about the emergence of
international competition for funds. The reserve
currency issuers might start competing with each
other to attract the most funds, which might result
in many benefits, from increased lending rates
to a better investment climate, more developed
financial markets, etc.

However, the transition will have its toll in the
form of two potential issues. The first is the previously
described end of the export-oriented model, which
is critical for all surplus-running countries such as

8 How much revenue has the U.S. government collected this
year? URL: https://fiscaldata.treasury.gov/americas-finance-
guide/government-revenue/ (accessed on 18.05.2023).

Germany, Japan, and Russia. Besides, some countries
might not have a surplus with the US directly, but
they could trade with Germany or China, which will
still lead to the US at the end of the value chain.
The second concern is the pressure on the dollar’s
value due to the mass sale of the dollar holdings. The
countries must rebalance their portfolios to match
the new reserve currencies’ structure to trade in
the new multipolar world. If governments do not
perform that gradually and begin the race to sell
their dollars quickly, that might drop the value of the
holding significantly, potentially causing country-
level bankruptcies and another global financial crisis.

Conclusions and options for policy

reform in the US government
The role of the US dollar will likely diminish with
time, given the pressures and ongoing transfor-
mations toward the multipolar world. Therefore,
the rhetoric must be focused on changes. Evi-
dently, any material changes will happen over
the following decades, giving the US government
time to prepare and secure the most benefits by
leveraging its dominant position. The renewal
strategy might cover five aspects.

The first is maintaining the supremacy of the
financial markets in terms of quality and depth
to ensure the stable inflow of foreign capital that
will finance nation-critical projects in the future.
Trust and advanced institutes are the main as-
sets of the US, and it would take years for other
countries to catch up. Most countries will have to
radically change their processes and standards and
then wait decades to establish a history of reliable
investments to convince investors.

The next element might be taking the initia-
tive to create a new supranational currency. The
dollar still holds tremendous power, which might
help capture the first-mover advantage. For ex-
ample, the creators of the currently most popular
cryptocurrencies (e.g., Bitcoin, Ethereum) kept a
significant stake after the launch, capitalizing on
the currency appreciation.

The third element might be the insourcing and
stimulation of its highest value-added production
(e.g., electronic chips) to ensure strong exports
and a balanced international trade position. This
point could work well with the US’s world-class
technology and talent attraction capabilities.

The fourth element would be working with the
closest allies and neighboring states like Mexico.
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Ultimately, the competition might not be between
the countries but between the clusters or regions.
The US, therefore, might set up closer ties with
its neighbors and gear them up to have similar
advantages as in the points mentioned above.

The final element might be the pragmatic cor-
rections of US foreign policy within the framework
of the realpolitik theory, taking into account the
changing geopolitical situation and the legitimate
interests of all international actors.

The primary conclusion is that the multipolar
scenario resembles the current dynamics the most
and is regarded as the baseline. However, the answer
depends on the forecasting horizon because the sce-
narios follow a specific sequence. Dollar dominance
will likely persist in the near future. Its decline over
the medium term will result in a multipolar world,
which could theoretically lead to the emergence of
a new dominant currency over the long term.

Limitations of the paper
and future research
This paper provides the high-level framework to
analyze the possible changes to the dollar he-

gemony. It would benefit greatly from addition-
al in-depth research on the defined challenges
and scenarios. In particular, the future research
plan might include a discussion of the emerg-
ing superpowers. With its complex political and
economic considerations, China could be one of
these deep dives. At the same time, another long-
er-term view of other high-growth economies
such as India or Indonesia might contribute to
the comprehensive understanding of this multi-
decade process.

Digital and cryptocurrencies are also worth a
separate discussion that requires substantial ex-
pertise in the technical domain. Possible questions
to explore could be practical implementation in
international trade for digital currencies and the
ability to function without the dollar as the un-
derlying currency for the crypto ones.

Finally, the work focuses solely on geographic
views of the world, with countries being the leading
trade agents. The research would benefit greatly
from exploring implications for various suprana-
tional political and economic organizations (e.g.,
BRICS, Mercosur).
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ABSTRACT

The workforce participation rate has been increasing across all nations contributing to the growth of
the economy. The aim of this research was to analyse the status of women’s employment in India. It also
examines the extent to which organisations in India have adapted gender diversity and created a friendly
work environment for both male and female employees. The author employed a method of collecting
secondary data with the help of available official statistics and research reviews to analyse the current
trend of women’s employment in the Indian economy. The analysis revealed certain surprising results. It was
observed that the participation of women in the workforce was lower in urban areas than in rural areas. The
critical review also revealed that there is still a need to promote diversity at the workplace in the Indian
economy across the nation. The key conclusion is that there is an ardent need for gender sensitisation among
individuals at an earlier age to bring all genders at par in India. The research also proposes suggestions that
can help in promote women’s workforce participation. This analysis can contribute to enhancing the economic
growth rate of the country.
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OPUTUHANbHAA CTATbA

3aHATOCTb XXEHLUHWH, reHAepHoe pa3Hoobpasue

U NOBbILLEHNE 0CBEAOM/IEHHOCTU O FeHAEepPHOMN

npobnemMaTuke B UHAUINCKOU SKOHOMMUKE:

KpUTHU4eckuii 063op .
.Iynra

HauuoHanbHbIM OTKpbITbIA YHUBEpcuTeT UHaupbl FaHau, Oenu, Unana

AHHOTALUUA
YpoBeHb y4acTusa paboyei cunbl pacTeT BO BCeX CTpaHax, CnocobCcTBys pocTy SKOHOMMKK. Lienb 3TOro uccne-
[LOBaHMsI COCTOSANA B TOM, YTOObI MPOAHAIM3MPOBATb MOMOXKEHME C 3aHATOCTbIO XKEHLWMH B MIHAMK. B HEM Takxke
paccMaTpUBAaETCs, B KAKOW CTENeHW opraHM3auum B MHAMM aganTMpoBanu reHaepHoe pasHoobpasue 1 co-
30anm GnaronpuaTHY0 pabouyto cpeay Kak AN MYXXUMH, Tak U AN KeHLWMH. ABTOp MCnoib3oBan Metopa, c6o-
pa BTOPMYHbIX [AHHbIX, BKIHOUYAS OPULMANbHYH CTAaTUCTUKY M ONYyB/IMKOBaHHble 0630pHble MaTepuansbl, 414
aHaNM3a TEHAEHUMI 3aHATOCTM XKEHLMH B MHAMMACKOM SKOHOMMKE. AHANIU3 BbISIBUN HEKOTOPbIE HEOXUAAHHbIE
pesynbTathbl. bbl10 OTMEYEHO, UTO L0NS XKEHLWMH B paboyer cuie B ropoaCKMX paioHax bbina HUXeE, YeM B CeNb-
cKon MecTHocTU. KpuTnueckunii 0630p Takke nokasasl, YTo No-MpexxHeMy CyLLecTByeT He0b6X0AMMOCTb MOOLPSTh
pa3Hoobpasune Ha paboumx MecTax B MHAMMACKOM 3KOHOMMKE Mo Bcel cTpaHe. KnioueBoi BbIBOA, 3aK/1H04aETCS
B TOM, YTO CYyLLECTBYeT 0CTpas He06X0AMMOCTb B MOBbILIEHUMN FTEHAEPHOM OCBEAOMIEHHOCTU Cpeau Naen
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B 60/7ee paHHEM BO3pacTe, YTOObl YPaBHATb BCE reHaepbl B MHAMK. B uccnenoBaHum Takxke npeanarattcs pe-
KOMEeHAaLuK, KOTOpble MOTyT MOMOYb B PACLUMPEHUM YYACTUS XKEHLLUMH B paboueit cune. MpoBeaeHHbI aHanms
MOXET CNoCcoBCTBOBATh MOBbILIEHMIO TEMMNOB S3KOHOMUYECKOrO poCTa CTPaHbl.

Kntoyeebie c108a: 3aHATOCTb KEHLUMH; reHAEPHOE pa3HOoobpasmne; reHaepHas 0CBELOMIEHHOCTb; YPOBEHb yua-

cTusi paboyert cunbl

Ans yumupoearus: Tynta C. 3aHATOCTb KEHLMH, reHAepHOe pa3HOoo6pa3ne 1 NoBbiLEHUE OCBEA0MIEHHOCTU
0 reHAepHoM npobieMaTuke B MHAUMWCKON SKOHOMMKE: KpUTHMUECKUI 0630p. Review of Business and Economics
Studies. 2023;11(2): 15-26.DOI: 10.26794/2308-944X-2023-11-2-15-26

1. Introduction
The Indian government has been introducing
several policies, rules and regulations (such as the
Beti-Bachao, Beti-Padhao! and Sukanya Samridhi
Yojana? schemes, and mandatory maternity leave
rules) to promote girls’ education, women’s em-
powerment and women’s employment. However,
the national-level surveys reflect a deterioration
in women’s employment in India. In such a situ-
ation, first it is necessary to understand the pre-
sent status of women employment in India and
then to reflect upon the impact that gender diver-
sity and gender sensitisation can create towards
enhancing the women’s recruitment as well as
their promotions to higher management levels in
organisations. With the use of official statistics
and research reviews, the current study analyses
various aspects of gender issues and the employ-
ment of women in an Indian context. According
to a 2018 World Economic Forum report, the la-
bour force participation rate (LFPR) among fe-
males in India was 26.97 percent, while the world
average stood at 48.47 percent in 2018.% The re-
port of the Forum stated that the basic challenge
of the Indian economy is to provide women em-
powerment through education and economic
agency. The rate of women participation in India
has been falling since 2005, when it was as high
as 36.78.* One of the studies concluded that “the
national characteristics of the economy, the so-
cial sphere and the environmental situation
drive any country to adapt individual indicators
to national specifics” [1]. Such specific indicators
need to be looked at in the Indian context as well.
Certain indicators such as health and education

L'URL: https://wcd.nic.in/schemes/beti-bachao-beti-padhao-
scheme

2 URL: https://groww.in/p/savings-schemes/sukanya-samrid-
dhi-yojana

3 World Economic Forum. The Global Gender Gap Report 2018.
(accessed on 25.4.2023).

4 International Labour Organisation, ILOSTAT database. htt-
ps://ilostat.ilo.org/data/ (accessed on 15.03.2023).

have been found to be neglected among girls (es-
pecially in rural regions), which has led to dete-
rioration in the health and education of women
and ultimately to their economic productivity and
capacity to contribute or earn an income. Gender
equality leads to women empowerment and an
empowered woman can significantly contribute
towards the development of health conditions,
status of education and productivity of whole
families as well as communities [2].

When an individual needs to make decisions
with reference to repayment of the debt taken for
investment, the rationality of those individuals
is bounded (e.g., they may decide to pay it in the
next instalment) [3]. Such conditions might also
influence the decision making, risk taking, compe-
tition and earning capacity of individuals as well
as nations. It will ultimately influence economic
growth and corporate potency and therefore, it
must dovetail to increase workforce participation
among all families and societies. The Economic Sur-
vey 2017-2018 shows that in the past 15 years, the
challenge of gender has been long-standing, and
therefore, it is the responsibility of all stakeholders
to find a solution. It further reflects that gender
equality is not a unidimensional issue in India.’

Researchers have indicated limited women em-
ployment in private organisations as well as in the
public sphere. The causal factors are the persistence
of gender stereotypes [4], biases in recruitment and
selection processes at other places as well [5]. Sev-
eral studies have indicated the lack of female role
models and training opportunities as the reasons
behind the low rate of women’s employment [6].

2. Methods
With an aim to critically analyse the current
status of employment of women in India and to
examine the extent to which organisations have

S World Economic Forum. The Global Gender Gap Report
2018 (2018). WEF_GGGR _2018.pdf (weforum.org) (accessed on
25.04.2023).
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Table 1

Key labour force estimates according to usual principal status (UPS)

2nd EUS (2011-12)

3rd EUS (2013-14)

4th EUS (2015-16) 5th EUS (2016-17)

Parameter
M F T P M F T P M F T P M F T P
LPFR 774 254 - 529 766 226 - 509 744 258 - 525 750 237 480 504
WPR 751 236 - 508 735 209 - 485 714 238 - 499 721 217 459 478
UR 29 69 - 38 40 72 - 47 41 77 - 49 40 87 43 50

Note: M — Male; F — Female; T — Transgender; P — Person.”

Source: Annual Report 2018-19. Ministry of Labour and Employment, Government of India. https://labour.gov.in/sites/default/

files/Final_AR_English_21-7-19.pdf

* Key Labour Force Estimates According to Usual Principal Status (UPS) Approach Based On 2nd, 3rd, 4th and 5th

Employment-Unemployment Survey (In Percent).

adapted gender diversity in the country, second-
ary data were collected from governmental web-
sites.® These websites were specifically used to
acquire official statistics. They were analysed to
reflect the trend of the workforce participation
rate of the country, especially in the women sec-
tion. Further, literature reviews were also col-
lected from several research journals to analyse
the current trend of women’s employment in In-
dia. Also, the author examined the significance of
gender diversity and gender sensitisation at or-
ganisational level. Certain findings were surpris-
ing, for example, urban areas had lower female
workforce participation in comparison to rural
areas. The research critically analysed the reasons
behind such findings and suggested certain rec-
ommendations to encourage balanced workforce
participation throughout the country.

3. Results and discussion

The present research tried to analyse the work-
force participation rate of women in the country
from the available official records and research
reviews, with an emphasis on the gender diversity
and gender sensitisation in the Indian economy.
The findings and interpretation have been men-
tioned in this section accordingly.

3.1. Status of women employment in India

Table 1 reflects the Labor Force Participation Rate
(LFPR), Worker Population Ratio (WPR) and Un-
employment Rate (UR) for persons aged 15 years
and above according to Usual Principal Status

¢ URL: https://labour.gov.in/sites/default/files/Final AR_Eng-
lish_21-7-19.pdf; URL: http://datatopics.worldbank.org/gen-
der/country/india and data.gov.in

Approach (UPS) based on the 2nd, 3rd, 4th and
5th Employment-Unemployment Survey in In-
dia. The unemployment rate in India has shown
an increasing rate in comparison to the available
women labor force. Further, the speakers of the
108t session of International Labor Conference’
emphasised the lower female labor force partici-
pation rates that remained a concern in many
countries. They stressed the need to focus on the
role and participation of women in the labor mar-
ket. Such findings increase a concern about the
reasons for gender discrimination as well as the
lower participation rate of women workforce in
the Indian context.

3.1.1. Decline of women workforce
participation rate in India
Surveys have shown that most Indian females
work primarily as domestic help and then second-
arily as textile workers. With an increase in girls’
education rates, a decline in the employment rate
among women in India has been an interesting
field of academic enquiry. There has been a J- or
U-shaped relationship between women’s educa-
tion and their labor force participation [7-11].
The employment of men largely depends upon
“economic factors”, while the same among women
depends upon “reproductive, demographic, social,
religious and cultural factors” [12]. Casteism is still
found to have a relevant impact on the employment
status of Indian women. Studies show that women
of lower castes are accepted socially to be in the
labour market [13], whereas women belonging to

" International Labour Organisation, ILOSTAT database. URL:
https://ilostat.ilo.org/data/ (accessed on 15.05.2023).
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higher castes have greater restrictions on their
mobility [14]. One of the studies also revealed that
many organisational decisions such as: recruitment,
job allocation, transfer, promotion and termina-
tion are influenced by a number of factors such as
gender, region of origin, education, caste, age and
marital status [15]. Such findings emphasize the
influence of gender bias at the stage of recruitment
as one of the reasons behind the lower employment
of women in Indian organisations.

It has been assumed that the family models
and perceptions of developing economies are dif-
ferent, at least to some extent [16]. Also, studies
reflect family income as a factor responsible for
women not going out for work. It has further been
revealed that if the income of the family is high,
the women of the family would have less incentive
to work [17]. Studies of the 1960s have shown that
most Indian labour forces have been participating
in the field of agriculture [18]. Recent trends have
still shown higher women’s labour force participa-
tion in the rural than urban areas, while very few
educated women are working in the industries.
India is one of the exceptional countries where the
modern sector has experienced a fall in women’s
work force participation despite women’s rising
education® [19]. In a similar context, it has been
emphasised that the government and policymak-
ers should “focus on financial knowledge, financial
attitude and financial behaviour as determinants
for strengthening financial literacy”. It was sug-
gested that there is a strong association between
these determinants of financial literacy [20]. These
determinants might inspire women in urban areas
to work and contribute to the nation’s economy.

In the case of women who can get a salary on a
monthly basis, the probability of being employed
steadily increases as their education increases,
whereas for casual wage labour and for work in
family farms and businesses, the Labor Force Par-
ticipation Rate (LPFR) of women decreases with
an increase in education. Also, if the women at-
tain a moderate level of education, they no longer
get involved in jobs requiring manual labour [21].
The trend reflects a decline in women’s LFPR with
an increase in education among agricultural and
non-agricultural women workers, who tend to be
the daily wagers. Therefore, if there is a lower par-

8 World Bank. (1991). Gender and Poverty in India. Washington,
D.C.: The World Bank.

ticipation rate of women in the workforce, then
lesser are the chances of gender diversity in In-
dian organisations. At this juncture, we need to
understand that a more diverse workforce might
yield more innovation, creativity and productivity
for the organisations. Furthermore, the intention
to engage in work participation is also an impor-
tant factor. Collective efforts on the part of women
themselves, their families, supervisors, colleagues
and organisations are required to enhance work-
ing women’s propensity to aspire and realise their
aspirations for advancement in their careers [22].

3.2. Gender diversity in organisations

With a need to understand the present position
of gender diversity in Indian organisations, it is
necessary to primarily understand the role and
significance of a gender diverse workforce.

3.2.1. Women and gender diversity
Management, HRM and IHRM are gendered in
many ways. Most obviously, there is the continu-
ing dominance of men in management, especially
at the very top and highest pay levels. Yet despite,
or perhaps because of this, management has been
and continues to be represented as strangely gen-
der-neutral, whether as part of supposedly non-
gendered bureaucracy or taken-for-granted man-
agerial imperative. There are many aspects to the
gendering of men in management [23]. There has
been a historical transformation of management
from male near-monopoly to dominant tradition-
al managerial masculinities and to more modern
forms of gendering [24]. Furthermore, gender di-
versity has been found to be related to the corpo-
rate social responsibility rating and reputation of
an organisation [25].

An organisation that promotes a diverse work-
force is likely to value gender diversity. Further,
such organisations believe that the role, relevance,
performance and dedication of women can influ-
ence the productivity of the organisation. Research
suggests that women can provide a significant posi-
tive input when placed as members of the board
if there is gender diversity in organisations [26].
If women are appointed as board members, they
are more sincere and serious in their role and at-
tend meetings with full preparation than male
board members [27]. The reason behind the posi-
tive performance of certain companies is few of the
leadership qualities found more frequently among
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Table 2
Gender data portal of India

Featured indicators 2000 2018
Employment in agriculture, female (% of female employment) (modelled ILO Estimate) 74.4 571
Employment in agriculture, male (% of male employment) (modelled ILO Estimate) 54.5 40.2
Employment in industry, female (% of female employment) (modelled ILO Estimate) 11.7 18.7
Employment in industry, male (% of male employment) (modelled ILO Estimate) 17.9 26.3
Employment in services, female (% of female employment) (modelled ILO Estimate) 14.0 24.2
Employment in services, male (% of male employment) (modelled ILO Estimate) 27.5 33.5
Unemployment, female (% of female employment) (modelled ILO Estimate) 2.4 3.6
Unemployment, male (% of male employment) (modelled ILO Estimate) 2.8 2.3
Wage and salaried workers, female (% of female employment) (modelled ILO Estimate) 9.1 19.2
Wage and salaried workers, male (% of male employment) (modelled ILO Estimate) 174 22.4
Contributing workers, female (% of female employment) (modelled ILO Estimate) 33.8 26.3
Contributing workers, male (% of male employment) (modelled ILO Estimate) 12.5 7.9

Note: Data available at the World Bank.”

Source: The World Bank. URL: http://datatopics.worldbank.org/gender/country/india
*World Bank. Gender Data Portal in India. Washington, D.C.: The World Bank. URL: http://datatopics.worldbank.org/gender/

country/india (accessed on 24.04.2023).

women.’ It has also been found that there is an
increased tendency towards governance-related
controversies if the organisations do not have gen-
der diversity at the level of board members [28].

Further, the presence of female members has
been found to be significantly associated with the
financial performance of the organisations [29] and
led to increased effectiveness [30]. It is undeniable
that, heterogeneous work force supplements the
potency and competencies of each other, yet stud-
ies show that women earn 65% of the total amount
that men earn for the same job.!°

3.2.2. Gender diversity in Indian
organisations

The workforce participation rate shows differenc-
es in gender diversity among different kinds of
industries, firms and organisations in India. Pre-
dominantly, the trend shows that males are more

° Women Matter (2008), Female Leadership, a competitive edge
for the future, September, McKinsey and Company, Paris. URL:
https://www.mckinsey.com/~/media/mckinsey/business%20
functions/people%20and%20organizational%20performance/
our%20insights/women%20matter/women_matter oct2008_
english.pdf

10 World Economic Forum. The Global Gender Gap Report. (ac-
cessed on 25.04.2023).

employed than females in similar kinds of organi-
sations. The salary being paid is also different for
both males and females working under similar
work environments (Table 2). On the contrary,
the percentage of contributing family members
is higher among women than men in India. Not
much significant difference has been observed in
the trend, even within a time span of ten years in
the Indian context with regards to diversity and
their contributions. It has been argued that gen-
der diversity at higher positions can enhance the
effectiveness of the board [26].

The above data (Table 2) reflect gender bias in
terms of recruitment, employment and salary in the
Indian context. The statistics of the GDP rate show
a fair increase in employment, while a decreased
trend of the women’s participation rate is reflected
in the data. The patriarchal society might be one
of the reasons for the lower work participation rate
of women in India. In a similar trend, it was found
that, patriarchal beliefs and practises de-power
women [31]. According to the findings, whenever
the women’s section is unable to cope with the
physical and social demands of the environment,
they feel powerless. It has been further suggested
that governmental and non-governmental organi-
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Table 3

Workforce participation rate by gender (in percentage) in India

Category 2004-05 Male 2004-05 Female 2009-10 Male 2009-10 Female
Rural 84.6 48.5 81.1 37.2
Urban 76.3 22.7 74.0 18.3

Note: Data available at the Government of India.”

Source: data.gov.in

* URL: https://data.gov.in/catalog/workforce-participation-rate-gender- percentage?filters%5Bfield_catalog_reference%5D=94
739 &format=json &offset=0&Llimit=6 &sort%5Bcreated%5D=desc (accessed on 24.04.2023).

sations can promote women empowerment through
the feminist movements and may create conditions
favouring women’s empowerment (lessening of the
belief and practise of patriarchy). But the women
still may not necessarily feel empowered. Further,
providing employment opportunities to women
might not ensure their autonomy and having con-
trol over their income. It is usually controlled by
the patriarchs in the family.

Comparing the involvement of women in the
workforce among rural and urban regions of India,
a very peculiar and interesting pattern has been
observed (refer to Table 3). The table reveals that
women residing in rural areas are more engaged
than urban women in the workforce. The reason
behind such differences in female workforce par-
ticipation among rural and urban areas might be
due to the education that is comparatively better
imparted through better resources in urban areas.
Wherein, educated urban women understand the
relevance of the ideal age of marriage, childbirth,
self-dependency, urge to be self-employed, em-
powered and being less submissive to domestic
violence. Since they are comparatively more in-
dependent and less compliant, they are more in-
terested in entrepreneurship, running their own
businesses instead of working under superiors
in organisations. Such reasons might contribute
to lesser women’s engagement in organisation
of urban areas. According to the Census report of
2011, the literacy rate of girls was 39.89% in 1991,
increased to 54.16% in 2001 and further increased
t0 65.5% in 2011 in India. The education that a soci-
ety provides to its women is closely related to their
social position, which leads to an increase in social
status of women [32]. Studies further show that

1 Census Data. Govt. of India, Ministry of Home Affairs Office
of Registrar General and Census Commissioner. India (2011).
URL: http://www.censusindia.gov.in/2011-common/cen-
sus_2011.htm (accessed on 24.04.2023).

the tendency of women’s empowerment in India is
heavily dependent upon many variables, including
geographical location (urban/rural), educational
status, social status (caste and class) and age [33].

Although the trend of women in rural and urban
areas shows as half of the working population,
yet women trail men in pay, promotion, benefits
and other economic rewards [34—-36]. The identity
of women is molded through life’s “hidden cur-
riculum”. This curriculum teaches females to be
submissive in the dominant patriarchal system of
power. It teaches women to be silent, invisible, ac-
cept male power and accept role contradictions [37].
Similar findings are reflected in the above statistics
(Table 3). This shows that the under-participation
of women in employment is not due to their own
will, in fact, more than one third of Indian wom-
en (both urban and rural) primarily engaged in
housework have reported that they want to work
for pay if a job was available [38]. If the financial
inclusion of women section is increased, then it
enhances the economic growth of any country.!?
In a similar context, it was found that countries
having larger gender gaps in financial inclusion are
found to have higher inequality in income.!* The
findings therefore necessitate greater inclusion
of women in the workforce for economic growth
and income equality. Researchers have reported
a new normative framework and mentioned how
these norms can help include women section in the
Indian workforce to a larger extent. Those men-

12 Sahay R., Cihak M., and other IMF staff. 2015. Financial in-
clusion: can it meet multiple macroeconomic goals. IMF Staff
Discussion Note 15/17. Washington: International Monetary
Fund. URL: https://www.imf.org/external/pubs/ft/gender/IM-
FWomensEmpowerment.pdf (accessed on 03.05.2023).

13 Aslan G., Deléchat C., Newiak M., Yang F. Inequality in finan-
cial inclusion and income inequality. IMF Working Paper 2017.
No. 17/236. Washington: International Monetary Fund. URL:
https://www.imf.org/external/pubs/ft/gender/IMFWomensEm-
powerment.pdf (accessed on 03.05.2023).
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tioned norms need to be implied in order to give
an opportunity for both men and women to work
at same level. They also mentioned that there is a
need to prioritise the social security of the women
workforce and create new social safety nets that
account for the needs of workers engaged in new
forms of work [39].

A complex set of structures in male-dominated
society and organisations prevents women from
accessing senior positions. In this context, a dearth
of women in leadership was found which may be
due to the discrimination in the workplace [40].

Further, aspects such as socio-cultural, legal,
personal, and organisational hinder the women’s
rise to higher positions [41]. Consequently, there
also exists a phenomenon of the glass elevator,
which is an additional component of the glass ceil-
ing, as it has been pointed out that “there is no
reason to assume that increasing the number of
women in an organisation will necessarily improve
their conditions of employment. It may even be the
case that increasing the number of women, without
addressing the sexist attitudes imbedded in male-
dominated organisations, may exacerbate women’s
occupational problems” [42]. Further, there exists a
similar type of barrier that women leaders face in
both developed and developing countries through-
out their careers. Women leaders have to overcome
the issues like the gender gap and the glass ceiling
being experienced by women in any organisation.
Organisational bias, a lack of assertiveness and
poor networking also pose barriers to Women’s
Leadership [43].

There has been a tradition that “a woman’s place
is at home”, which has been consciously main-
tained by society.!* There are some barriers, e.g.,
psychological barriers, societal-related barriers,
organisational barriers against which women are
still fighting to strengthen their presence at the
higher level of management of organisations [44].

The existing statistics show a doubt whether
India will be able to achieve gender diversity among
board members by 2027, as projected on an inter-
national basis [28]. So, a tremendous effort is still
required to be done to promote women employ-
ment at par with male employment and to judge
female employees on the basis of performance and
not on the basis of various other related aspects

4 Jadesimi A. Female leadership: the glass ceiling is cracked
not broken. Forbescom. 2016.

(e.g., marital status, age of their child and family
members). If Indian companies are to be at par with
global corporate trends with respect to diversity,
lots need to be done.

Apart from that, there may be several other fac-
tors that may lead to a decline in women workforce
participation, for example, sexual harassment at
the workplace, which can lead to an increment in
employee turnover [45-47]. Although there can be
many influencing factors that result in job switch-
ing or shifting of the employees, studies reflect
that it is the victim or harassed employees who
tend to quit or change the job. While analyzing the
relationship between sexual harassment and career
attainment among women, it was found that the
victims of harassment were 6.5 times more likely
to change their jobs compared to non-victims [48].
Further, an average loss of $ 22,500 has been esti-
mated in the productivity in terms of each person
who was working in a team and left their job after
being affected by harassment [49]. The trend shows
that violence against women at the workplace ham-
pers productivity of the organisations as well as the
motivation level of employees. These findings may
be considered as one of the determining factors of
decline in women workforce participation.

The factors contributing to violence against
women can be the immediate environment (e.g.,
family) or the community [50], which might also
be one of the reasons behind the willingness of
women not to get involved in occupation.

3.3. Gender sensitisation in Indian
organisations
The above discussed statistics and literature re-
view show that there is an ardent need to sen-
sitise individuals towards the relevance, role,
contributions, efforts and implications of both
female as well as male in Indian organisations.
Gender sensitisation might possibly help the In-
dian patriarchal society reframe the traditional
gender roles and contribute towards increasing
women employment in organisations. This can
possibly be done with continuous training, fram-
ing government policies, promotional schemes at
the occupational level. Efforts need to be made so
that gender roles do not hamper the promotion
and motivation of women employees.

A large gender gap has been observed in the
employment of the labour force and all the types
of work in which women are engaged. There are
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two types of gendered norms in the culture of In-
dian society: one type of norm favours men, and
the other type of socio-cultural norm devalues
women in public spaces, which help to maintain
masculinity in the workplace [51]. Thus, there still
exists gender bias and discrimination in society,
which ultimately might influence the contribu-
tion of women workforce to the organisations’
productivity. There is a requirement for efforts
to decrease negative stereotypes and traditional
gender roles. It has been opined that there is an
ardent need to execute a gender mainstreaming
strategy, introducing transparent mechanisms,
gender sensitisation in processes of recruitment,
the formulation of organisational norms and guide-
lines towards equal career policies, stakeholder
awareness of gender training programmes and
affirmative action plans, which may also contribute
to decreasing the glass ceiling and glass elevator
[52]. Although women have equal legal rights as
men in India, evidence shows women’s discrimi-
nation in a societal context. This necessitates a
requirement of sensitizing the society on gender
issues so that there would be no discrimination
on the basis of gender, primarily through women
empowerment [53]. Sessions should be conducted
at schools, colleges and workplaces to sensitize
the younger generation and create awareness of
gender sensitisation among them [54].

The Census survey report of 2011'° has also em-
phasized the importance of creating awareness
among the general masses about gender issues to
facilitate correct reporting of information about
each member, especially women. Steps are to be
taken to reach out to respondents through gen-
der sensitive publicity campaigns and outreach
programmes. Such campaigns might create an
environment that will sensitize both enumerators
and respondents.

To redress the existing imbalances between the
positions of males and females, it is necessary to
take gender-specific measures. Such measures can
help ensure equal participation and development
of females and males [55]. It is further empha-
sized that the education sector can significantly
contribute by starting educational programmes
and helping to bring about an attitudinal change

15 Census Data. Govt. of India. Ministry of Home Affairs Office
of Registrar, General and Census Commissioner. India. 2011.
URL: http://www.censusindia.gov.in/2011-common/cen-
sus_2011.htm (accessed on 24.04.2023).

towards gender equity among individuals. Thus,
evidence reflects the requirement for change in the
perception of individuals of all generation, so that
both men and women can be seen at par in terms
of their liabilities, competencies, status, roles and
functions in Indian society. Therefore, if gender
sensitisation and empowerment programmes aim
at young people precisely at the time when they are
forming their gender attitudes, then there exists a
potential to diminish gender inequity in the short
and long term. Construction of gender attitudes
and perceptions of gender norms occurs during
ages 10—19 years and during this time, adolescents
engage with and construct their own gender-based
understanding of what it means to be a boy or a
girl [56]. During early adolescence, generally, in-
dividual perceptions about gender norms begin to
form, and if awareness of gender equality as well as
issues related to gender discrimination is created
at this stage, then the adolescents might have a
more sensitive gender attitude. Further, it has been
stated that “inequality slows economic growth”, so
such inequalities might decline the growth rate of
the economy and it need to be avoided [57].
Therefore, to eradicate or lessen the propensity
for gender discrimination in India, it is necessary
to create awareness among individuals since child-
hood. In one of the Girl Rising Gender-sensitisation
programme among school going adolescents, it was
found that both genders reported more positive
outcomes at follow-up with reference to gender
attitudes, perceptions of gender norms, and locus
of control. After the sensitisation programme, the
adolescents were found to have more equitable
attitudes towards gender roles/privileges/restric-
tions, gender attributes, and gender violence [58].

4. Conclusions and recommendations
With the help of available statistical data and re-
search reviews, the author tried to determine the
present status of women in the field of occupa-
tion in India. The author also aimed to examine
the extent to which organisations in India have
adapted gender diversity and created a friendly
work environment for both male and female
employees. The statistical data taken from offi-
cial sources (e.g., Ministry surveys, World Bank
reports) revealed not much improvement in the
status of women employment in the past years.
Although the Indian Government has been
launching several campaigns and schemes to pro-
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mote the betterment of girls in the male-domi-
nated society, the status of women progress lags
far behind. Although the literacy rate among girls
has increased, a trend of decline in women em-
ployment participation rate has been observed.

The author also emphasizes the requirement
of gender diversity for more different ideas, con-
cepts, innovation and creativity in decision mak-
ing in Indian organisations. It is suggested that
education can play a significant role in creating a
platform for potent employees, irrespective of their
gender. Such awareness can be embedded in the
curriculum itself. Some researchers, on the basis of
their interviews, emphasised the importance and
advancement of HRM, its amalgamation, academia
and industry liaison in the development of the
HRM curriculum and local contextualisation. The
interviews also emphasised the factors necessary to
achieve HRM optimal growth, concerns to oversee,
creation of opportunities, and future challenges
and prospects for HRM learners [59].

On the basis of the above-mentioned facts and
findings, it can be concluded that there is an ardent
requirement for gender sensitisation in Indian so-
ciety. The author further opines that gender sen-
sitisation campaigns and training sessions should
be imparted to individuals of the society at a very
early age; this would help in barring traditional
gender roles and enhancing women’s participation
in the workforce. According to the National Com-
mission for Women and Children,'¢ if the gender
sensitisation and legal awareness programmes are
introduced among children at the school level, it
can eminently contribute towards developing values
of equality, inclusivity and diversity among them.
These aspects can further help in making a healthy
society for adolescent boys and girls. Moreover,
knowledge of laws relating to women is important
for the development of young minds as well as to
inculcate correct values, self-discipline and national
spirit among individuals at a very early age, irrespec-
tive of their gender. Awareness programmes towards
the changing trends, acceptance, reworking upon
the existing thoughts and mental rigidity, unlearn-
ing the learned facts and importance of all genders
should be promoted in Indian society.

Media platforms should come with advertise-
ment campaigns, contests, quizzes and competi-

16 URL: http://www.ncw.nic.in/sites/default/files/Module-%20
Gender%20Sensitisation_0.pdf (accessed on 31.05.2023).

tions that can help women of both rural and ur-
ban areas participate independently and come up
with more innovative, liberal and creative ideas.
Organisations need to understand that provid-
ing an equal platform to all the employees of the
organisation may help them increase productivity
and recognition.

The author further proposes that, the organisa-
tions and workplaces should give equal importance
to the safety and security of women. With an un-
certain increase in crime rates against women, they
feel less ready to work. The occurrence of criminal
acts not only hampers one’s own progress, but it
also influences the progress of the community
and country [60]. Women can therefore contrib-
ute significantly to economic growth if they are
provided a safer work environment. Organisations
should promote gender diversity, and efforts should
be made to minimise gender bias in the recruit-
ment, selection or promotion of women employees.
Preferably, gender sensitivity and related training
programmes can be imparted to existing employees.
It was suggested in one of the studies that the or-
ganisational leaders should ensure HR effectiveness
in terms of HR practices like recruitment, training
and compensation for the development of learning
capabilities across employees. Further, the man-
agers should adopt transformational leadership
for utilising HR effectiveness in order to improve
learning at an organisational level [61].

The policymakers of Asian countries including
India should take more initiatives to improvise
the tools that might influence the growth and de-
velopment of their economies [62]. Therefore, it is
suggested that, if the country needs to increase its
economic growth rate and productivity, it needs to
work on redesigning the existing gender roles as
well. Stress should be placed on their contribution
and not on the gender of the individual. This can be
started at a very early stage such as late childhood
or adolescence and help contribute to a stronger
economy. The concept of gender equality needs
to be emphasized in society, which means that
all individuals should have full rights to live with
dignity, status, position and liberty. As research
indicates, gender equality is not only a precondi-
tion for the all-round development of society, but
it also can contribute towards reducing poverty [2].

The above suggestions indicate the necessity
of bringing about a change in the existing gender
norms of the society. Gender equality can act as
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a buffer towards growth rate of productivity and government is already trying out ways to promote
economy. Therefore, the employees of the or- women employment, now it is our responsibility
ganisation need to be sensitized towards gender to bring about a change in thought process and
equity. They need to give importance to the po- help in contributing towards a more productive
tential and competency skills of employees. The economy.
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Keywords: risk analysis; management of innovative products; energy sector; smart cards; Rosatom State
Corporation; Floating nuclear thermal power plant Akademik Lomonosov; green project

For citation: Allenykh M.A., Anisimova A.l. Risk analysis and management of innovative products in Rosatom
State Corporation: a case study of green project Floating nuclear thermal power plant “Akademik Lomonosov”.
Review of Business and Economics Studies. 2023;11(2):27-37.DOI: 10.26794/2308-944X-2023-11-2-27-37

AHanu3 puckoB U ynpasaeHue UHHOBaLLMOHHbIMMU
npoaykramm [lockopnopauuu «Pocatom»

Ha npuMepe «3eseHoro» NpoeKTa

«lMnasy4yas aToMHaA Tenao0Bas 31€KTPOCTAHLMUSA
«AKapaeMuk JIoMoOHOCOB»

M.A. AnneHbix, A.U. AHucumoBa
(MuHaHCoBbIM YyHMBepcUTeT, MockBa, Poccus

AHHOTALUMUA
YnpaBfneHne pucKaMu UrpaeT peLuatoLLyto ponb B o6ecneyeHun UHAMUYHOIO pa3BUTUS U SHEPreTUYeCKOw
6€e30MacHOCTM HaLUMOHANbHOM 3KOHOMMUKM B 9AEPHOM cekTope. [laHHoe uccnenoBaHMe NoCBSWEHO NPpUMEHe-
HWIO METOAA CMapT-KapT 415 OLEHKM PUCKOB B SHEPreTMYECKOM CeKTOPe Ha MpMMepe NpoeKkTa no paspaboTke
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«be3yrnepoHbIxX» 3HepreTMyecknx TexHonorui B fockopnopaumm «Pocatomy». NpeaMeToM nccnefoBaHUS 98-
NSEeTCa nNnaBy4vas aToMHas TennoBas 3NeKTPoCcTaHUMS «AkageMuK JIOMOHOCOBY, KOTOpas npeaHasHaveHa ans
obecneyeHns HafEXHOro 31eKTPO- U TennocHabxeHnsa notpebuTenei B pernoHax KpanHero Cesepa u Janb-
Hero BocToka. [laHHbIM NpOEeKT ABNAETCS OAHUM U3 K/KOYEBbIX HanpaBneHui pa3Butus baoka «HoBble HU3-
Hecbl» B fockopnopaunu «PocatomMy. Lienblo LaHHOro MCCnenoBaHMs SBASETCS OLEHKa ynpaBaeHus puckamu
WHHOBALMOHHbIX MPOEKTOB B aTOMHOWM OTPaC/M Ha NpuMepe niaaByyer aTOMHOM TeMNJI0BOM 3NEKTPOCTAHL MM
«AkageMuk JToMOHOCOB». ABTOPbI MCMOMb30BaIM METOAbI CPABHUTENIbHOIO aHANN3a, CUCTEMHOTO aHaM3a, aHa-
N33 CTaTUCTUYECKMX AAHHBIX, PUHAHCOBBIX OTYETOB M ODULMASNBHBIX LOKYMEHTOB. Pe3ynbTaTbl MOKA3bIBAOT, YTO
yrpaB/ieHne puckamm MMeeT peLuatoliee 3HaveHune s obecneyeHms AMHAMUYHOTO MHHOBALMOHHOMO Pa3BUTUS
aTOMHOWM 3HepreTMku B Banxanwen, cpefHe- M LOATOCPOYHON NepcrnekTMBe, U CMApT-KapTa MOXET CTaTb Nnoses-
HbIM MHCTPYMEHTOM B 3TOM OTHOLEHUN. KnioueBoi BbIBOA, 3aK/1H04AETCS B TOM, UTO «3e/1eHbli» NpoekT «[1naBy-
4as aTOMHas TENIOBAS SNEKTPOCTaHUMS «AkageMuK JIOMOHOCOB» 6bli yCNEeLWHO NOArOTOBAEH K 3KCMAyaTauum
C y4eToM BONbLUMHCTBA KAtoUeBbIX puckoB. OLeHKa pUCKOB, NPOBEAEHHASA C UCMOMb30BAaHMEM MeToa CMapT-
KapT, NpOAEMOHCTpMPOBana CBOK 3dEKTUBHOCTb B BbISIBIEHUM PUCKOB, CBA3AHHbIX C MPOEKTOM, U YNpaBieHUN
MU, ABTOpbI NOAYEPKMBAIOT BXKHOCTb MHTErPaLMM CMapT-KapT B MPAKTUKY OLLEHKM PUCKOB B aTOMHOWM OTpacau
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Introduction

In the context of the current geopolitical situ-
ation, the emerging trends of reducing nuclear
programs in several countries, and the world
community’s growing interest in alternative
energy, the innovative component plays a very
important role for the Russian nuclear indus-
try. Alternative energy is a key concept of green
development, as it is aimed at sustainable and
environmentally friendly energy production.
This concept proposes reducing dependence on
fossil fuels, such as oil, coal and gas, and switch
to the use of renewable energy sources. It is
backed up by a collective international com-
mitment to keep global warming below 2 °C in
accordance with the Paris Agreement and na-
tionally determined contributions. Therefore,
when doing the strategic planning of innova-
tive activities for nuclear industry enterprises,
it is advisable to consider the features of form-
ing an innovative potential, considering green
technologies.

In the dynamic market environment, the po-
tential for innovation is fostered by diverse re-
sources that are strategically employed to achieve
a competitive edge for businesses through the
generation and implementation of green inno-
vative ideas, products, or processes. This poten-

tial plays a pivotal role in driving the economic
growth of enterprises.

The key characteristic of the innovative po-
tential within an energy organization is that
all its components operate synergistically as
a cohesive system with the aim of decreasing
carbon dioxide emissions into the atmosphere.
The concept of innovation potential coordinates
and harmonizes individual elements, directly
influencing their characteristics and operational
logic. This coordination enables transformation
of capabilities into a higher-quality state, align-
ing with the latest advancements in the field. One
of the main innovative products in the nuclear
industry that can be considered in the context
of green development, is the development and
distribution of new types of reactors with im-
proved characteristics.

Literature review
The development and implementation of in-
novative products in the energy sector require
careful consideration of potential risks and
effective risk management strategies. In the
energy sector, there are numerous risks asso-
ciated with innovation and the dynamic struc-
ture of the industry, and there is interest in re-
searching risk management in this area since
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the synergy of new tools and technologies in
this industry has not been studied before.

However, the results of the existing research
related to the management of innovative prod-
ucts and risks are not consistent, mainly due to
a lack of expert opinion on the key features of a
developed risk management system of innovative
products and the way they are implemented in
organizations in the green energy industry [1, 2].

However, as the authors of the study empha-
size [3], the long-term development of the in-
novative sector of the green economy in Russia
is the optimal solution that contributes to the
technological progress of industry and the reduc-
tion of the hydrocarbon footprint. The interest
of both the state and the private sector in the
development of the green economy should lead
to an improvement in the state of the energy
sector, ensuring energy security and reducing
the technological and innovation gap between
Russia and the world leaders in green energy.

Innovative products in the energy sector as
a whole pose significant risks, and effective risk
analysis and management strategies are impor-
tant for the successful development and imple-
mentation of such products [4]. According to the
authors, risk analysis methods include scenario
analysis, historical data analysis, expert opinion,
comprehensive analysis, and the analytic hier-
archy process [5]. They argue that these tools
can help identify and mitigate potential risks
associated with energy projects and technologies.

Another important theme is the use of risk
management tools and techniques to address
identified risks. In their article “Risk management
in product development: risk identification, as-
sessment, and mitigation — a literature review”,
the authors provide an overview of various risk
management tools, including fault tree analysis,
failure mode and effects analysis and event tree
analysis [6]. The authors identify these methods
as effective for risk assessment.

In addition to comprehensive risk assessments
and risk management tools, effective risk man-
agement in the energy sector also requires collab-
oration and communication among stakeholders.
In their article “Study of innovative technologies
in the energy industry: Nontraditional and re-
newable energy sources”, the authors argue that
effective risk management requires collaboration
between stakeholders, including project develop-

ers, regulators, and local communities [7]. They
emphasize the importance of open communica-
tion and stakeholder engagement in identifying
and mitigating potential risks associated with
renewable energy projects.

Overall, the literature highlights the impor-
tance of comprehensive risk assessments, the
use of risk management tools and techniques,
and effective collaboration and communication
among stakeholders. By addressing potential
risks early in the innovation process and imple-
menting effective risk management strategies,
energy companies can increase the likelihood
of successful innovation and sustainable growth
in the industry.

At the same time, no previous studies have
been conducted regarding the risk assessment
of innovative products using the smart card tool,
which, according to the authors of this article, is
effective and can be applied in dynamic sectors
that are associated with a high level of risk.

Materials and methods

The methodology of risk analysis and manage-
ment of innovative products in the green nu-
clear power industry is a system of principles
and approaches to management, economic and
engineering activities based on reference and
verified system solutions that allows for the re-
alization of the innovative potential of energy
facilities reliably and safely [8].

The high degree of diversification of the ac-
tivities of Rosatom State Corporation and the
complexity of the relationships determine the
need to assess the risks of innovative products in
the development and launch of the energy market.

The results of the study were obtained using
the basic provisions of system analysis, predic-
tive qualitative and quantitative methods, smart
cards, and petal diagrams.

Results and discussion
To develop its innovative potential, Rosatom
adopts the Program for Innovative Develop-
ment and Technological Modernization until
2030

! Passport of the program of innovative development and tech-
nological modernization of Rosatom for the period up to 2030
in the civil part (p. 14). URL: https://rosatom.ru/upload/ibloc
k/705/7057d872e3bcc6bd5ddcc636£32220c0.pdf (accessed on
13.04.2023).
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1. Main goals and objectives of innovation
development.

2. Key performance indicators and their in-
dicative values until 2030.

3. Priority directions for innovative develop-
ment for energy and non-energy markets.

4. Features of the innovation management
system, the innovation structure of the State
Corporation, as well as the organization of in-
teraction with third-party organizations.

In the strategic planning of innovation activi-
ties, Rosatom considers the specific features of
the current situation in the world market and
geopolitical tensions, existing economic and
political uncertainties that lead to the closure
or restrictions of work in certain foreign mar-
kets (for example, the markets of Ukraine and
Georgia). The difficulties associated with re-
strictions on attracting modern technologies
from abroad are being overcome by pursuing
the import substitution policy since 2014, which
included activation of scientific research within
the State Corporation itself and involvement of
third-party domestic organizations.

The current economic situation implies the
use of new key indicators, one of which is the
effectiveness of Rosatom’s innovation activities,
as the previously used indicator of the percentage
of the established unconditional funding of R&D
to the State Corporation’s revenue is ineffective,
since it does not reflect sufficient volume of in-
novation. In addition, the efficiency and com-
mercial attractiveness of the results of innovative
developments are actively promoted. At the end
of 2020, new key indicators were implemented,
such as the growth rate of labor productivity in
the organizations of the nuclear power industry
to the level of 2020, the level of research and
development costs to the volume of output of in-
novative products and services, and the reduction
in the consumption of energy resources in the
nuclear industry. The main purpose of including
these indicators is to conduct a relative analysis
to assess the implementation of the innovation
development program in the state corporation
(in comparable conditions). An annual decrease
or increase in indicators is expected due to an
increase in the output of innovative products.

Key performance indicators of Rosatom’s in-
novation activities, established by the Innovative
Development and Technological Modernization

Program for 2021, were fully achieved and ex-
ceeded (Table 1).

The innovation component is one of the main
components of the national scientific potential
and a source of competitive advantages. The key
factor of development for industries and indi-
vidual enterprises is the activity aimed at using
and commercializing the results of research
and development to release new competitive
goods and services to the market. For the Rus-
sian nuclear power industry, the task of innova-
tion activity is to develop existing technologies
as well as develop and implement new nuclear
technologies that will become the basis for the
company’s successful operations in the future.
A promising direction is to create a new gen-
eration of nuclear energy technologies based
on fast neutron reactors with a closed nuclear
fuel cycle for nuclear power plants that meet
the country’s energy needs and increase the
efficiency of using natural uranium and spent
nuclear fuel.

Thus, to realize the innovative opportunities
of the economy and increase the share in inter-
national markets, it is necessary to create new
products for the Russian and international mar-
kets, reduce the cost of production and the tim-
ing of processes in the nuclear energy industry.

Nowadays, along with traditional businesses,
Rosatom is actively developing new innovative
business lines and entering new markets. The
development of the “new businesses” core, which
is primarily focused on non-industrial markets,
will solve problems such as capacity utilization,
employment of highly qualified specialists and
will contribute to increasing labour productivity
and improving the return on assets, which will,
in turn, increase the company’s attractiveness
and, as a result, strengthen Russia’s leadership
in the world in the field of innovation and the
nuclear industry.

Three approaches are defined for new busi-
nesses within Rosatom: bringing an existing
product to new markets (for example, a nuclear
power plant service); creating a new product with
subsequent access to the company’s markets or
to markets with alternative energy (for example,
creating a new product called “wind farm” and
entering the understandable Russian market with
it); and offering a new product with forming a
market for it.
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Table 1

The planned and actual key indicators of innovation performance of the State Corporation Rosatom

(based on the results of 2021)

Indicator Plan Fact Results for year
A share of innovative products and services
in total sales of products and services in the 21.0 25.7 Excessby 22.38%
industry, %
The number of the results of the intellectual o
activity (patents, etc.), cumulative total, units. 2520 2906 Overperformance by 15.32%
A.pgrtfollo of foreign orders for 10 years, USD 136.2 1399 Excess by 2.72%
billion
A portfolio of qrdgrs for 10 years outside the 1604.96 19741 Excess by 23.00%
contour, RUB billion
The growth rate of labor productivity in the
organizations of the nuclear power industry to the 101.6 135.0 Excess by 32.3%
level of 2020, %
The level of research and development costs to
the volume of the output of innovative products 14.6 13.68 Overperformance by 6.30%
and services (not higher), %
Reduction in the consumption of energy resources
in the nuclear industry (in comparable conditions) 0.5 0.99 Excess by 1.98%
relative to the base five-year period (2020), %
The number of deviations in the operation of
nuclear power facilities at a level higher than 2 .

0 0 Realized

on the international scale of nuclear events INES
(annually), units.

Source: Compiled by the authors.”

* Results of activities of the State Atomic Energy Corporation Rosatom for 2021. Public annual report. URL: https://report.
rosatom.ru/go/rosatom/go_rosatom_2021/rosatom_2021_ru.pdf (accessed on 13.04.2023).

It should be noted that Rosatom has been
operating in non-traditional and new markets
for decades. However, the decision to transform

“other products”, which were not previously in-
cluded in the priority direction of development
of the State Corporation, into the innovative

core “new businesses”, has been made relatively
recently. Therefore, the development of new seg-
ments of the nuclear industry market, coupled

with increasing influence in those where it is

already represented, should create a basic basis

for forming a competitive advantage (Table 2).

When implementing new businesses, the
competitive advantages will include the price
factor, which provides for a flexible system
of discounts developed by Rosatom. In addi-
tion, when ordering complex infrastructure
projects or other works that determine a large
transaction, the price may be reduced, but at

the same time, as with standard volumes, the
cost of each stage of production and price will
be monitored.

For the export of new businesses, an important
competitive advantage will be the ability to use
various project financing tools, from the possibil-
ity of assistance in providing interstate credit for
constructing nuclear power plants to investment
participation in the authorized capital of compa-
nies responsible for the construction and future
operation of nuclear power plants, in which it is
mandatory to conclude an intergovernmental
agreement with the borrower’s state guarantee.

New businesses will have a high level of com-
petitiveness in both the Russian and global mar-
kets. However, several measures that will help
strengthen competitiveness should be consid-
ered. Main measures include the assessment and
elimination of emerging risks at all stages, as
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Table 2
Competitive advantages of Rosatom’s new businesses

Factor

Characteristic

Price

A flexible system of discounts, the possibility of reducing the

price due to the scale of the transaction

Financing condition
The disposal of spent nuclear fuel

Staffing

International experience

Strategic partnership between states with
a focus on nuclear power products

The possibility of crediting and other forms of financial
support for projects

Rosatom has technologies for reprocessing spent nuclear fuel

Highly qualified personnel. Training in specialized programs,
including advanced training.

The long-term history of effective and profitable economic
relations.

The potential inclusion of a nuclear power product
transaction in an interstate partnership program and within
the broader framework of interstate relations.

The suggestion to establish significant volumes of industrial

The capacity for localizing

production in the partner country, with the aim of promoting

economic and infrastructural development.

Source: Compiled by the authors based on [9].

increasing the production of innovative products
will increase the number and significance of risks.
Rosatom utilizes a process-based management
model, where each process has its own passport
that includes a section dedicated to risks. Risk
management is overseen by the process owners,
while a dedicated department is responsible for
monitoring risks and providing methodological
and methodical support, as well as collecting
relevant data.

Risk analysis is the study of information about
the risk, which provides input data for making
decisions about the need to develop an appro-
priate methodology, as well as for choosing the
most appropriate measures to apply. The risk
should be analyzed considering the combination
of the consequences of the risk’s impact and
the probability of its implementation, as well
as from the point of its multiple consequences
and impact. There are two main methods of risk
analysis: qualitative and quantitative.

The combination of these methods of risk
assessment for managerial decision-making is
used in preparing a smart card for evaluating
innovative projects. A smart card is a tool for
visualizing and assessing risks using numerical
values or percentages. It helps organizations and
project teams identify and classify various risks.
This card provides information about the current

level of achievement of the project goals and, at
the same time, highlights possible risks that may
affect the further implementation of the project.
By analyzing the smart card, managers can deter-
mine which aspects of the project are performed
below the set values, and the associated risks.
This helps to focus efforts on the most critical
areas of the project, where it is necessary to take
measures to achieve the required percentage of
completion and minimize risks.

A smart card is a valuable tool for decision-
making and project management because it
provides an overview of the current state of the
project, helps quickly respond to risks and prob-
lems, as well as plan measures to manage them.

The method of calculating a smart card in-
cludes several stages:

1. Risk identification: identification of a list
of potential risks that may affect the project.

2. Selection of indicators characterizing risks:
identification of indicators characterizing the
project according to the list of potential risks.

3. Classification of risks: division of indica-
tors into categories depending on their nature,
for example, technical, financial, operational, etc.

4. Collecting data on indicators: obtaining
targeted quantitative and qualitative data on
selected indicators from the project regulatory
documents.
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5. Risk probability assessment: analysis of
the implementation of the indicator set by the
corporation for each parameter for the project
from 100% with the assignment of categories
(A: 0-33.2%, B: 33.3-66.6%, C: 66.7-74.9%, D:
75-100%). The assessment is carried out based on
the qualitative and quantitative characteristics
of the project, established in the plan, consider-
ing its goals and objectives. This may be also a
subjective assessment based on experience and
expert opinion, or the use of statistical data, if
available.

6. Graphical representation of the evaluation
results: visual interpretation of the results ob-
tained, where various methods can be used from
the construction of a two-dimensional matrix to
various kinds of diagrams.

7. Risk analysis and management: develop-
ment of risk management strategies for indica-
tors where categories A and B are assigned.

Currently, plastic cards equipped with mi-
croprocessors and memory can be used to build
digital smart cards to minimize errors in corpora-
tions. They are used for storing, processing, and
transmitting information, as well as performing
various authorization and authentication func-
tions. By using special software applications and
algorithms, digital smart cards can analyze and
assess risks based on the data provided to them.
They allow for complex calculations, modeling,
and simulation, which help to predict and assess
the likelihood of certain risks and their potential
consequences.

Rosatom employs a risk management sys-
tem that encompasses unified methodological
guidelines for effective risk mitigation. The sys-
tem utilizes a scoring expert system, enabling a
systematic evaluation of risks. In essence, the
process involves assessing the likelihood of risk
occurrence, expressed as the fractional values
determined by expert judgment. This assessment
is followed by completing a table, incorporating
ranges and corresponding scores, to quantify
the risk probability. Likewise, the consequences
of realized risks are evaluated based on expert
assessment, considering the monetary impact
in terms of millions of rubles. A similar table
is filled out, associating ranges with scores to
determine the risk consequences.

To establish the risk criticality, the scores from
the probability table and the consequences table

are multiplied, resulting in a comprehensive risk
score. The risk matrix is then divided into dif-
ferent zones, such as green, yellow, red, and the
control boundary. Depending on the assigned
score, corresponding risk management strate-
gies are adopted.

According to the authors, the smart card
tool can be successfully applied in practice in
a state corporation because it allows evaluat-
ing projects using a point-based expert system,
considering both qualitative and quantitative
indicators and their distribution, which cor-
responds to the Rosatom management system.
Moreover, the utilization of smart cards can ad-
dress several limitations observed in the scoring
process. For instance, traditional scoring relies
on expert opinions, leading to subjective and
ambiguous outcomes. In contrast, smart cards
assess projects based on predefined indicators,
goals, objectives, and key performance indica-
tors, thereby reducing the risks associated with
subjective judgment.

In this article, application of the smart card
tool was illustrated by a case study of the green
project Floating nuclear thermal power plant
(FNTPP) Akademik Lomonosov in Pevek, Chu-
kotka Autonomous Okrug. This project provides
a unique new-generation energy source based on
Russian technologies of civil and military ship-
building and nuclear power engineering, designed
to provide reliable electricity and heat supply to
consumers in the Far North and Far East [10]. In
the context of carbon regulation introduced at
the initiative of the EU, the FNTPP project can
serve as an example of the introduction of “green’
technologies in the energy sector. The results of
the research conducted during the first public
ecological expedition to the floating nuclear
thermal power plant in Pevek City confirmed its
safety for the environment.

It is assumed that there is a step of 25 or 33.3%
between the stages of completion, depending on
the completeness of the indicator analysis. The fi-
nal goal has been set, and in accordance with the
achieved result, the percentage of completion for
each parameter will be estimated. For risk analy-
sis, seven groups of parameters are considered:
price characteristics, market-product, technical,
macro and infrastructure indicators, profitability
parameters and indicators for safety assessment.
These parameters were chosen because the risk
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assessment is carried out by the innovation pro-
ject for making management decisions.

The first indicator is price analysis. The goal
is that the costs of the declared goods, works,
services correspond to the industry average of
similar data. Currently, the price corresponds to
the industry average for similar works and the
amount of investment in the project is 10,460
mln RUB, which corresponds to 66.7% of the
final goal completion.

The second group of indicators are market and
product parameters. The first analyzed risk in this
group is the product/result image. The image of
the product/result must be formed, details and
specific measured values must be described, and
a specific value for the consumer must be justi-
fied. The plant is designed with a large margin
of safety to counter external threats. The station
is equipped with two KLT-40S icebreaker-type
reactor units, which can generate up to 70 MW of
electricity and 50 Gcal/h of thermal energy, which
is enough to ensure the energy consumption of
a city with a population of about 100 thousand
people [6]. The life cycle of this power plant is
designed for 40 years to fill not only the current
electricity deficit, but also to meet the grow-
ing needs of residents in the settlements of the
Chukotka Autonomous Okrug in the future. Thus,
the completion with ultimate goal is 100%. The
same situation is with the consumer/customer
indicator. Specific consumers/customers of the
product are proposed, it is justified by the type
of need the product implements, this need is
evaluated, and there is a documentary proof of
interest. This can be substantiated by the fact
that the construction of the station was under-
taken as part of the state program “Development
of the Nuclear Power Industry Complex” in Rus-
sia. One of the most notable characteristics of
the floating nuclear thermal power plant is its
capacity to supply power to industrial facili-
ties and populations in areas that lack access to
centralized power supply but hold considerable
untapped economic potential.

However, considering such an indicator as
external/foreign markets, only 66.7% is com-
pleted, as there is a market for the product, but
the product allows the organization to reach a
new level. Currently, and at the initial stage of
design and development, China has shown the
greatest interest in the FNTPP. Foreign compa-

nies from Southeast Asia, the Republic of Cape
Verde, Indonesia, and others are also showing
interest in FNTPP with its desalination equip-
ment. In the case of successful operation of the
FNTPP, it can be expected that countries that do
not need large amounts of electricity and do not
have the opportunity to operate large-capacity
reactor installations will want to implement the
project. Such countries now dominate the market,
so the appearance of a small-capacity FNTPP
will allow many countries to use nuclear energy.
At the same time, the project provides a unique
new-generation energy source based on Russian
technologies of civil and military shipbuilding
and nuclear power engineering, which means that
the product surpasses all known analogues in
Russia and abroad in terms of the main claimed
technical and economic characteristics and is
competitive in the Russian and global markets.

The third group of analyzed parameters can be
called technical support indicators. The most im-
portant characteristic in this group is the novelty
of the solution. The ultimate goal is to discover
a fundamentally new solution or phenomenon.
However, only 50 percent of this parameter was
successfully completed. In the case of FNTPP, a
well-known principle that has not been used be-
fore to solve similar problem was used. In foreign
countries, the most commonly used are floating
power plants based on renewable energy sources
that contribute to the displacement of carbon,
which affects the climate and people’s liveli-
hoods. Considering the specificity of domestic
maritime borders, Rosenergoatom has developed
a variant of the FNTPP — an innovative type of
power plant located in the water areas or in the
water spaces of mainland territories to increase
the scale of economic development of relatively
confined spaces, continents, and their coastal
territories for energy supply to the population
and enterprises.

The fourth group is macro parameters. Consid-
ering the compliance with the Rosatom strategy
and the business strategies of the divisions, the
project is directly aimed at achieving the goals
and fulfilling the tasks of the Innovative Devel-
opment Program of Rosatom. Also, the FNTPP
project has a significant impact on developing
science and technology on the scale of a separate
industry, which means that the indicator signifi-
cance for further technological development is
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Price analysis

100%
Safety, 90%

The economic effect of the
implementation of the results

Material and technical base

External financing

Compliance with the strategy of the
State Corporation "Rosatom" and the
business strategies of the divisions

Product/result image

Consumer/Customer

External market

Competitiveness in the Russian and
global markets

Novelty of the solution

Significance for further technological
development

Fig. A petal diagram of risks within the FNTPP project

Source: Developed by the authors.

completed by 75% as it has not had a cardinal
influence yet. The riskiest in this section are
the opportunities to attract external financing,
as the work is carried out with the involvement
of external financing, but external financing ac-
counts for less than 50% of the project cost. The
investment Committee of the Russian Federation
Budget (17%) and Rosenergoatom Concern JSC
(83%) participate in the project implementa-
tion [10].

The fifth group of parameters to consider is
infrastructure, where the most important indica-
tor is material and technical base. The ultimate
goal is that the material and technical base must
be sufficient for the successful implementation
of the declared works within the framework of
one organization. However, to implement the
Akademik Lomonosov project, it was necessary
to involve co-executors who have the necessary
equipment or software. There was all the neces-
sary material and technical base for the FTNPP,
which means only 66.7% of it is complete and
falls into the risk group for further analysis.

Under profitability parameters, it is necessary
to analyze the economic effect of implementing
the results. The economic effect must be two or
more times higher than the costs. Considering a
Floating thermal nuclear power plant, the eco-
nomic effect exceeds the costs. In a moderately
optimistic scenario, the NPV of FTNPP is 8,359

mln RUB and the IRR = 8%, while in a conserva-
tive scenario, the NPV = 5,819 mln RUB and the
IRR=7% [11].

The safety of a project is one of the most im-
portant parameters to recognize in order to elimi-
nate risk in the future. In the case of FTNPP, all
the measures necessary to confirm the reliability
and safety of the FTNPP operation were carried
out in accordance with the schedule. Firstly, the
reserve of time before the start of the reactor
core’s melting is sufficient for the operator to
carry out corrective actions. Secondly, the water
supply to the reactor at various stages of the ac-
cident does not lead to an increase in the yield of
hydrogen and prevents the complete destruction
of the core. Thirdly, during the operation of the
reactor shaft bay system, the retention of the
core melt in the housing is reliably ensured.

From the compiled smart card for the project
of a Floating nuclear power plant, we can draw
conclusions about the usefulness and complexity
of the project. Most of the risks are minimized,
which shows high quality and planning at the
preparation stage. However, for a more visual
representation of the risks, the authors have
chosen to present the smart card as a petal dia-
gram (see Figure). It consists of several petals
radiating from a central point, with each petal
representing a specific category. The length of
each petal is proportional to the value or mag-
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nitude associated with that category, allowing
for easy comparison and analysis.

Conclusions
The petal diagram clearly shows that the great-
est risk for the project is one of the macro pa-
rameters, the possibility of attracting external
financing, which occurred due to the small
funding from the Federal Budget. However, ac-
cording to other analyzed indicators, such as
NPV and IRR, in optimistic and pessimistic sce-
narios, the financial risks are minimized, and
the payback of the project is high. At the same
time, there are no safety, compliance with the
strategy, competitiveness, product/result im-
age and consumer/customer risks, which in-
dicate the high quality and great prospects of
the project. In addition, the process of making
managerial decisions on this project could be
simplified since the necessary risks are ana-
lyzed using the smart card, which describes
each parameter, shows the achieved result and
the one that could potentially be achieved, and
a petal diagram that clearly reflects all the risks

and based on which the project manager can
quickly accept, reject, or adjust the project.

Risk management of innovative projects in
the nuclear sector is the most important tool for
ensuring the dynamic development of nuclear
energy in the near-, medium- and long-term,
ensuring the energy security of the national
economy of Russia. Based on the conducted
risk evaluation using the smart card applied to
the case of the Floating nuclear thermal power
plant “Akademik Lomonosov”, it can be con-
cluded that this green project was successfully
prepared for operation, considering most of the
key risks. Thus, the smart card is a simulator for
evaluating innovative projects and can be used
in the nuclear field. The example of the FNTPP
illustrates the effectiveness and visibility of this
tool to reflect the risks in the nuclear industry
for further management decision-making, as
this station is currently being effectively oper-
ated, and in December 2019, the FNTPP issued
the first electricity to the isolated network of
the Chaun-Bilibinsky node of the Chukotka Au-
tonomous Okrug.
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ABSTRACT

The article is devoted to the study of attitude of representatives of State-owned Microfinance Organizations
to their clients and to the regulators as well as the understanding of their own role in these relationships.
The aim of the study was to analyze the State-owned Microfinance Organizations leaders’ perception of
the business environment. The subject of the study includes a subjective assessment of the role of their
organization in the financial system of the region, the attitude towards consumers of the services of their
organizations (Entrepreneurs), the expected attitude of Entrepreneurs to the services provided by their
organizations, and relations with requlatory authorities. The relevance of the study is associated with
the growing importance of State-owned Microfinance Organizations in the implementation of the tasks
set by the government of the Russian Federation, so there is a need for an additional study of subjective
assessment of their own position in the system of business relations. The scientific novelty is that the
business environment has been structured based on the main participants in the interaction. The authors
used methods of descriptive statistics, in particular, frequency analysis. As a result, the perception by
representatives of state microfinance organizations of their role as participants in the financial market was
studied in three aspects of the scheme proposed by the authors: their importance for the economy of the
region, the attitude of consumers to their services, and the peculiarities of interaction with regulators in
their perception. It is concluded that representatives of state microfinance organizations assess their field
of activity as socially significant and prestigious, the regulator as trustworthy, but admit that some costs for
mandatory requirements could be reduced.

Keywords: state-owned microfinance organizations; trust; regulator; semantic differential; optimization of
regulation
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OPUTMHAJIbHASA CTATbA

Kak pykoBoauTenu rocyaapCcrBeHHbIX
MUKPO(UHAHCOBBIX OpraHu3aumii BOCMPMHUMAIOT
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AHHOTALUUA
CTaTbs NOCBALLEHA U3YYEHMIO OTHOLLEHMS NPeACTaBMTENEN rOCYAaPCTBEHHbIX MUKPOPUHAHCOBbIX OpraHu3a-
LM K CBOMM KJIMEHTAM U PEFYNATOpaM, a TakxKe X MOHMMaHMA COOCTBEHHOM poNiv B 3TUX OTHOLIEHUAX. Lienb
MCCNefoBaHMS 3aK/Ho4anach B U3y4EHUM BOCNPUATUS PYKOBOOUTENAMM FOCYAAPCTBEHHBIX MUKPODUHAHCOBbIX
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opraHu3aumi csoen busHec-cpeabl. lpeamet uccnepoBaHua: Cy6beKTUBHAS OLLEHKA PO CBOEM OpraHu3aunm
B GDMHAHCOBOM CMCTEME PErMOHa, OTHOLLEHMS K MOTPEOUTENSM YCAYr CBOMX OpraHM3aumii (npeanpuHmMMaTensm),
0XMnaeMoe OTHOLLeHWe NpeanpuHUMaTENen K yciyram, NpefocTaBisgeMblM MX OpraHm3aLmsMu, U OTHOLEHNS
K KOHTPOMMPYIOLWMM opraHam. AKTyalbHOCTb MCCNEA0BAHMS CBS3aHa C BO3pacTatoLLe 3HAaUYMMOCTbIO rocyaap-
CTBEHHbIX MMKPO(MMHAHCOBbIX OpraH13aLmMii B peann3aLmm 3a4ad, NoCTaBNeHHbIX NPaBUTENbCTBOM POCCMIACKOM
Mdepepaumn, NO3TOMY BO3HUKAET HEOOXOAMMOCTb B AOMNOSIHATE/IbBHOM U3YYEHUU UX CYObEKTUBHOM OLLEHKM COB-
CTBEHHOTO NONOXEHMs B CUCTEME [eN0BblX OTHOLWEHMI. HayuyHas HOBM3HA COCTOMUT B TOM, YTO OCYLLECTBNEHO
CTPYKTYpMpOBaHue br3sHec-cpeabl Ha 6a3e OCHOBHbIX Y4aCTHUMKOB B3aMMOAENCTBMS. ABTOPaMM UCMONb30BAUCh
MeToAbl AECKPUMTUBHOWM CTaTUCTUKK, B HACTHOCTU YACTOTHBIN aHanu3. B pesynbrare n3yyeHo BOCNpUATUE Mpea-
CTAaBMTENSIMU FOCYAAPCTBEHHBIX MUKPO(PUHAHCOBbLIX OPraHn3aLmii CBOEM poan Kak Y4aCTHUKOB (MHAHCOBOTO
pbIHKA B TPEX acnekTax NpeasioKeHHOM aBTOPaMM CXeMbI: UX 3HAaYEHUE A9 SIKOHOMUKKU PErnoHa, OTHOLLEHWE
notpebuTenen K ux ycayram u 0ocobeHHOCTM B3aMMOLENCTBUS C perynstopamu B ux socnpusatum. Coenaol
BbIBOAbI, YTO NPeLCTaBUTENN FOCYAAPCTBEHHbBIX MUKPOMMHAHCOBbIX OpraHM3aLuii OLLeHMBAIOT CBOK chepy fe-
ATENbHOCTU KaK COLMANbHO 3HAYMMYH U MPECTUKHYI, PErynsaTopa — Kak 3acNny>KMBakLWero JOBEpUs, HO Npu-
3HAOT, YTO HEKOTOpbIE Pacxoabl Ha 0693aTenbHble Tpe6oBaHUS MOXKHO Obifo Obl COKPATUTB.

Kntouesbie cnoea: rocyfapCTBEHHblE MUKPODUHAHCOBbLIE OpraHu3aLum; perynaTop; ceMaHTuueckuii anddepex-
uman; onTMMM3aLms perynMpoBaHus; noBepue
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MMUKPO(UHAHCOBbIX OpraH13aLMii BOCNIPUHMMAIOT CBOIO 6usHec-cpeny? Review of Business and Economics Studies.

2023;11(2):38-48.D0I: 10.26794/2308-944X-2023-11-2-38-48

Introduction and literature review
Financial security is the most important factor in
a sustainable national economy. The financial sec-
tor is characterized by dynamism and sensitivity to
various trends specific to periods associated with
external challenges. Precise and prompt actions of
all participants in the financial market, including
the heads of financial institutions, their clients and
the regulator, are important, and the requirements
of the latter are mandatory for all participants in
financial relationships. Finding a balance between

“Citizen Security” and “Freedom of Business” is a
constant and complex work carried out by the state.!
Microfinance market participants are Microfi-
nance institutions (MFIs), namely: microfinance
organizations (MFOs), consumer credit coopera-
tives (CCCs), agricultural consumer credit coop-
eratives (ACCs), housing savings cooperatives and
pawnshops.? The need to study relations between
microfinance institutions (MFIs) and other market
participants, improve the regulatory framework
and ensure that microfinance institutions can carry
out their social mission has been emphasized in a
number of studies (see systematic review [1]).
The activities of microfinance institutions differ
significantly from those of, for example, banks in

! Decree of the President of the Russian Federation of July 21,
2020 No. 474 “On the National Development Goals of the Rus-
sian Federation for the period up to 2030”.

2 Bank of Russia. URL: https://www.cbr. ru/eng/about_br/bank-
structute/dmr/

terms of efficiency, business orientation, stability
and asset quality. They have “higher intermediation,
non-interest income, wholesale funding and liquid-
ity, but lower efficiency and asset quality” [2, p. 1].
One of the objectives of the MFIs is the fight against
poverty. In this connection, their clients are also dif-
ferent from the clients of banks. Usually, these are
people with low incomes, the rural population and
ethnic minorities as well as small businesses. The
researchers note that, unlike banks, microfinance
organizations can issue small loans, achieving a
high level of both financial and social efficiency [3].
Another feature of microfinance institutions (MFIs)
is that they use an alternative financial intermedia-
tion system (business model) to provide financial
services. They facilitate unsecured lending through
close monitoring of credit and have a clear ability to
collect savings through donations (other than de-
posits). The unique intermediation model is shown
to present MFIs with lower credit risk; however, this
comes at the cost of higher business risk [4]. In this
regard, one of the research questions may concern
the role of trust in such relationships. Another issue
the authors raise is that strong competition in the
microfinance industry may force MFIs to abandon
their mission-oriented behavior and behave like
conventional profit-oriented firms. Such pressures
may influence MFIs to follow the lending practices
of their commercial partners, i.e., maximize their
income and allow less cross-subsidization of weaker
client groups. This, in turn, will be contrary to their
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social mission and is believed to be detrimental to
their economic sustainability and social perfor-
mance [5].

If we turn to the Russian experience, the majority
associate microloans with small payday loans at a
high interest rate. However, there are also state-
owned microfinance organizations (State MFOs),
which provide for persons belonging to small and
medium-sized enterprises (SMEs) the opportunity
to obtain loans at preferential interest rates. For
example, 3% per annum on a loan in the amount
of up to five million rubles and for a period of up to
three years. The federal budget provides subsidies to
the budgets of the regions of the Russian Federation,
which in turn are transferred to the State MFOs by
increasing the capitalization of these organizations.
Thus, unlike, for example, subsidizing the interest
rate of soft loans provided by commercial banks,
control over the transferred funds is not lost. In ad-
dition, the Ministry of Economic Development of the
Russian Federation, in Order No. 142 dated March
26, 2021 (hereinafter — Order-142),® defines the
requirements for the implementation of measures
aimed at ensuring preferential access for SMEs to
borrowed funds, and for the State MFOs themselves.
For example, the maximum interest rate should be
(clause 2.1.2.14.1 and clause 2.1.2.14.2 of the Ap-
pendix to Order-142):

» no more than the key rate of the Bank of Rus-
sia for priority projects (youth entrepreneurship,
export activities, a female founder, and others, in-
cluding those determined by a constituent entity
of the Russian Federation);

» no more than 1/2 of the key rate of the Bank
of Russia for social entrepreneurship, priority pro-
jects in single-industry towns.

In accordance with clause 2.1.2.19 of Order-142,
the activities of the State MFOs should be evaluated,
among other things, by the following indicators:

3 Order of the Ministry of Economic Development of dated
March 26, 2021 No. 142 “On approval of requirements for the
implementation of activities carried out by constituent entities
of the Russian Federation, whose budgets are provided with
subsidies for state support of small and medium-sized busi-
nesses, as well as individuals applying the special tax regime

“Tax on professional income”, in the subjects of the Russian
Federation, aimed at achieving the goals, indicators and re-
sults of regional projects, ensuring the achievement of the
goals, indicators and results of federal projects that are part
of the national project “Small and medium-sized businesses
and support for individual entrepreneurial initiatives”, and re-
quirements for organizations that form the infrastructure for
supporting small and medium-sized businesses”.

by the end of 2022, the current portfolio of
microloans should be at least 80% of the funds re-
ceived for the implementation of the microfinance
program.

« “Portfolio risk more than 30 days” (the cur-
rent portfolio of microloans with overdue pay-
ments of more than 30 days) should not exceed
12% of the total active portfolio of microloans.

The activities of the State MFOs are organized
through regional executive authorities. Due to the
combination of entrepreneurial microfinance and
the activities of the centers “My Business”, a syn-
ergistic effect is achieved. It is possible to take into
account the needs of financing types of economic
activities that are relevant for specific territories,
see Table 1.

Each region of the Russian Federation, as a rule,
creates a single state microfinance organization to
receive subsidies for state support for SMEs in ac-
cordance with Order-142. However, at present, the
general list of existing State MFOs compiled by the
SME Corporation* includes 161 organizations. Per-
haps some of them do not actually carry out micro-
finance activities. This is evidenced by the absence
of the text “microfinance company” or “microcredit
company” in the full name of a number of organi-
zations, which is a violation of the Federal Law of
July 2, 2010, No. 151-FL “On microfinance activities
and microfinance organizations”. So, for example,
in the list of “SME Corporation” with the type “Mi-
crofinance Organization” there is “Bobrovsk fund
for support of entrepreneurship of the Voronezh
region” (TIN: 3602008644).> However, in the state
register of microfinance organizations, there is no
entry with such a Taxpayer Identification Number.°

State MFOs ensure the achievement of certain
results within the framework of federal projects
(Table 2).

Thus, State MFOs contribute to the implemen-
tation of:

e The National Development Goal of the Rus-
sian Federation “Decent, Efficient Work and Suc-
cessful Entrepreneurship”: by 2030, to ensure an
increase in the number of employed in the field of

4 List of organizations that, according to the SME Corporation,
are included in the support infrastructure. URL: https://corpm-
sp.rw/infrastruktura-podderzhki/ (accessed on 07.03.2023).

5 Unified Register of Organizations that form the infrastructure

of SMEs. URL: https://monitoring.corpmsp.ru/reestroi.html

(accessed on 15.03.2023).

¢ Registers of subjects of the microfinance market. URL: htt-
ps://cbr.ru/microfinance/registry/ (accessed on 07.03.2023).
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Table 1

Examples of financial products provided in different regions of the Russian Federation

Region

Link

Arkhangelsk Region

Moscow Region

Republic of Altai

https://cmf29.ru/calculator
https://www.mofmicro.ru/programs/

https://monbusHec04.pd/structure/mkk-nko-fond-podderzhki-

msp-ra/mikrofinansirovanie/kreditnye-produkty/

Udmurt Republic

Khanty-Mansi Autonomous Area

https://www.fond.udbiz.ru/zaymy/

www.fundmicro86.ru

Source: Compiled by the authors.

Table 2

Examples of activities of State MFQOs in the implementation of federal projects

Federal project

Result

Self-employed citizens are provided with microloans at a reduced rate by

Self-employed support
(2021-2024)

state microfinance organizations in the amount of 500 million rubles annually

Starting entrepreneurs were provided with preferential financial resources in

Preacceleration of SMEs .
microloans by years:

the form of microloans by state microfinance organizations. Number of active

2021-3,924; 2022-4,230; 2023-4,431; 2024-4,731

SMEs are provided with preferential access to borrowed funds of state

Acceleration of SMEs

microfinance organizations.

Number of active microloans by years:
2021-38,900; 2022-41,600; 2023-43,900; 2024-46,800

Source: Compiled by the authors.

small and medium-sized businesses, including in-
dividual entrepreneurs and self-employed, up to 25
million people.

« State program “Economic development and
innovative economy”.’

« National project “Small and medium busi-
ness and support of individual entrepreneurial
initiative”.?

In connection with the growing importance of
State MFOs in the implementation of the tasks set,

" Decree of the Government of the Russian Federation of April
15, 2014 No. 316 (taking into account the edition of Decree of
the Government of the Russian Federation of December 25,
2021 No. 2489) «On approval of the state program of the Rus-
sian Federation «Economic development and innovative econ-
omy». URL: https://www.economy.gov.ru/material/dokumenty/
postanovlenie_pravitelstva rf ot 15 aprelya 2014 g n 316.
html (accessed on 16.03.2023).

8 Passport of the national project “Small and medium-sized
businesses and support for individual entrepreneurial initia-
tives”. URL: https://www.economy.gov.ru/material/directions/
nacionalnyy proekt maloe i srednee predprinimatelstvo i_
podderzhka_individualnoy predprinimatelskoy iniciativy/
(accessed on 16.03.2023).

there is a need for an additional study of their sub-
jective assessment of their position in the system
of relations.

Based on the theoretical analysis carried out, the
analysis of business environment of state MFOs
should include three aspects: (1) attitude towards
oneself — an assessment of one’s social role, since
this aspect is the most vulnerable [5], (2) attitude
towards consumers of services of state MFOs, since
these the relationship differs from the borrower-bank
relationship [3, 4] and (3) the attitude to regulatory
structures, since state MFOs are subject to system-
atic regulatory pressure.

The aim of the study was to study the percep-
tion of the leaders of the State MFO of their busi-
ness environment. The subject of the study was
threefold and included a subjective assessment
of the role of their organization in the financial
system of the region, the attitude towards con-
sumers of the services of their organizations
(Entrepreneurs), the expected attitude of En-
trepreneurs to the services provided by their

41



Review of Business and Economics Studies

organizations, and relationships with regulatory
authorities.

In this regard, we hypothesized that representa-
tives of state MFOs differentiate their professional
activities, perceive their business environment (cli-
ents and regulators) as professional, responsible
and interested in development, but at the same
time, they have a clear idea of how to optimize the
regulatory impact based on their own experience.

Methodology

The questionnaire was compiled on the basis of a

series of interviews with representatives of State

MFO from five regions. The survey was conducted

by targeted sending an electronic link to the re-
sponse collection form to specific representatives

of 42 State MFOs through one of the messengers

used by the respondents, the email also included a

motivational video. Thus, organizations in 42 con-
stituent entities of the Russian Federation in seven

federal districts (Central, Northwestern, Southern,
Volga, Urals, Siberian, Far Eastern) are targeted.
In addition, an electronic mailing was carried out
from the National Association of Microfinance

Market Participants “NAUMIR” (https://Haymup.
pd) to all State MFOs. The expected number of re-
sponses was 126; actually, 44 questionnaires were

received. Thus, the response rate was 0.35. We

consider this indicator quite good since this cat-
egory of respondents is not numerous and difficult
to access.

Sample. The study involved representatives of
State MFOs (N = 44) among those — 10 are CEOs of
the organization, 25 are heads of the level making
strategic decisions in areas of activity, and 9 the level
of management of operational activities in areas.
Regional representation of the sample: 6 — Central
Federal District, 3 — Northwestern Federal District,
2 — Southern Federal District, 15 — Volga Federal
District, 6 — Urals Federal District, 6 — Siberian
Federal District, 6 — Far Eastern Federal District.
The organizations that participated in the study are
at the following phases of the life cycle, in accord-
ance with clause 8.5 of the Development Concept
of the State MFO (Order 745): newly created MFOs
operating from the moment of creation up to 1 year
0%; young MFOs operating from 1 to 3 years 2.4%;
mature MFOs operating for more than 3 years 97.6%.
The size of the portfolio of microloans (the value is
known as of the date closest to the survey) of the
studied organizations is: 500 million rubles 26.2%;

over 500 million, up to 1 billion rubles 38.1%; over
1 billion rubles 35.7%. Approximate share of SMEs
and self-employed (hereinafter — Entrepreneurs)
covered by the organization’s services in the region
where the organizations whose management was
interviewed in the study operate: up to 10% of En-
trepreneurs — 22 (50% of the sample); from 10% to
50% Entrepreneurs — 15 (35% of the sample); over
50% of Entrepreneurs — 7 (16% of the sample).

In accordance with the objectives of the study,
MFO representatives’ perception of the role of their
organizations as participants in the financial market
(importance for the economy of the region, consum-
ers’ attitudes to their services and characteristics of
interaction with regulators as the most significant
partners for the organization) were assessed.

In order to identify an objective assessment of
the role of the State MFO in the financial system
of the region, the question was asked: “What is the
approximate share of the organization’s coverage of
SMEs and the self-employed (hereinafter referred
to as Entrepreneurs) in your region? (in %)”.

To identify a subjective assessment of the role of
the State MFO, the semantic differential method was
used, which, according to a number of authors, allows
measuring the “personal meaning” of something for
a particular person. The semantic differential meas-
ures the connotative meaning, which is subjective,
individual and valuable and is opposed to the denota-
tive — objective, interpersonal, cognitive [6, 7]. The
subjective significance of the State MFO for the re-
gion, in our opinion, can be determined through the
characteristics of the activities of their employees as
prestigious, approved and socially significant, which
made up the positive pole of the bipolar scales of the
semantic differential, the negative pole, respectively,
made up antonymous adjectives. As another indica-
tor that does not have a social context, a scale was
added that describes the professional activity of the
State MFO as “highly paid — underpaid”. Thus, the
respondents were asked to evaluate their activities
on four bipolar graduated scales (descriptor scales),
the poles of which are set using verbal antonyms that
reflect both the value and financial aspects.

To assess the attitude of the State MFO represent-
atives to consumers of their services (Entrepreneurs),
a variant of the semantic differential method was
used — a personal differential, which allows evaluat-
ing other people as an object. The following bipolar
scales were given: Undisciplined — Disciplined;
Democratic — Authoritarian; Passive — Active; Slug-
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Not prestigious
Condemned
Underpaid

Socially insignificant

o Prestigious
o] Approved
L Highly paid
* Socially significant

Fig. 1. The results of the assessment of the State MFOs heads’ attitudes to their profession (SD method, Medians)

Source: Compiled by the authors.

gish — Energetic; Not-business — Business; Poor
quality — High quality; Unprofitable — Profitable;
Poor — Rich; Backward — Progressive; Irresponsi-
ble — Responsible.

The expected attitude of Entrepreneurs to the
services provided by the State MFO was assessed
through the question “Evaluate the level of trust of
Entrepreneurs in the services of the State MFOs?”,
followed by a 5-point Likert scale from “1 — do not
trust at all” to “5 — completely trust”.

Relations with regulatory authorities, as the most
significant partners for the organization, were as-
sessed as follows. Firstly, in accordance with the
traditions of organizational trust research [8], three
components were considered as indicators of trust
in the regulator (meaning the Central Bank of the
Russian Federation): Competence — “The regulator
understands how our business works”, Consistency —

“The regulator, in most cases, complies with assumed
obligations” and Benevolence — “The regulator is
interested in the successful development of our
business”.

Secondly, the interviewed representatives of the
State MFOs had to express their opinion on the
regulatory function (the current scale of regulatory
activity, the cost for regulated companies to comply
with regulatory requirements) of the following state
structures:

1. Central Bank of the Russian Federation (Bank
of Russia).

2. Federal Financial Monitoring Service (Ros-
finmonitoring).

3. Regional executive authorities.

4. Self-Regulatory Organization (SRO).

5. Corporation “SME”.

6. Federal Tax Service of Russia (FTS).

7. Federal Service for Supervision in the Sphere
of Telecom, Information Technologies and Mass
Communications (Roskomnadzor).

8. Federal Antimonopoly Service of Russia (FAS
RF).

9. Prosecutor’s Office of the Russian Federation.

10. Financial Ombudsman.

Due to the small size of the sample, only non-
parametric descriptive statistics were available. This
allowed us to ascertain general trends in the per-
ception of MFO managers of their organizations as
participants in the financial market, without giving
an answer to the cause-and-effect relationships and
factors of these results.

Results were processed in SPSS 22.

Results and Discussion
First, we will consider the role of State MFOs as
participants in the financial market. The results
are presented in Fig. 1.

Fig. 1 shows that the assessments of the pro-
fessional activities of the State MFOs are shifted
towards positive values, especially in terms of their
social significance and prestige, the payment and
approval of the profession are rated somewhat lower
but still positive.

If we turn to the frequency analysis, then, 80.9%
of the heads of the State MFOs consider the scope of
their professional activity prestigious, 69% socially
approved and 80.9% socially significant. At the same
time, 74.1% of the surveyed managers believe that
Entrepreneurs trust the services of State MFOs. In
particular, 69% of the surveyed executives believe that
Entrepreneurs are not embarrassed by the presence
of the text “microfinance organization” in the name
of the company.

The attitude of representatives of State MFOs
to their clients can be obtained by analyzing the
median values of the semantic differential scales
(Fig. 2).

From Fig. 2, we can see that representatives of
State MFOs highly value discipline, responsibil-
ity, energy, business activity and profitability in
their clients, to a lesser extent general activity and
progressivism, but at the same time they consider
them not rich.
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Created with Datawrapper
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Fig. 2. The results of the assessment of the State MFOs heads’ attitudes to their clients (SD method, Medians)

Source: Compiled by the authors.

Turning to the frequency analysis, we can note
the following number of respondents who agreed
with these assessments: Disciplined (61.9%), Ac-
tive (78.6%), Energetic (80.9%), Business (80.9%),
Qualitative (80.9%), Profitable (83.3%), Not rich
(71.5%), Progressive (61.7%), Responsible (83.3%).

Thus, in the understanding of the leaders of state
MFOs, their activities are significant and prestigious,
the profile of consumers of their services (in the
perception of leaders) can be described as positive
with a predominance of qualities that reflect the
focus of Entrepreneurs on results and responsible
business conduct.

The next stage of the analysis is the relationship
with regulatory structures.

First, we analyzed the trust in Bank of Russia,
frequency analysis is presented in Fig. 3-5.

Trust in the regulator can be described as fol-
lows: the representatives of the State MFOs who
participated in the study are convinced that the
regulator understands how their business works, is
interested in business development and fulfills its
obligations; that is, it is Competent, Consistent and
Benevolent. Thus, the attitude towards the regulator
is characterized by a fairly high level of trust.

We then looked at interactions with regulators
in the following areas:

1. Requirements for activities for the issuance,
repayment of loans.

2. Control of targeted use of subsidies.

3. Reserves (loans, receivables, etc.).

4. Risk management system.

5. Interaction with SME Corporation.

6. Accounting.

7. Tax accounting.

8. Supervisory reporting: Bank of Russia.

9. Supervisory reporting: Ministry of Economic
Development of the Russian Federation.

N=42
M=3,24
SD=1,03

Frequency

Y L4 L4 L4 L L4
3 . 3 ) ‘ 1

Degree of agreement

Fig. 3. The number of respondents who expressed
varying degrees of agreement regarding Regulator
Competence (here and in Fig. 4-5 Answer options:

Strongly disagree — 1 point, Rather disagree — 2

points, Neither/difficult to say — 3 points, Rather

agree — 4 points, Strongly agree — 5 points)
Source: Compiled by the authors.

10. Supervisory reporting: regional executive
authorities.

11. Anti-Money Laundering / Countering the
Financing of Terrorism / Countering the Financing
of Proliferation of weapons of mass destruction
(AML/CFT/CPF).

12. Protection of personal information.

13. Compliance with antitrust laws and require-
ments in the field of advertising.

14. Basic standards.

15. SRO internal standards.

Respondents assessed the current scale of regula-
tory requirements in the context of each of the state
structures, the reasons for the difficulties in meet-
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251

N=42
- M=3,43
SD=0,94

Frequency

5

Degree of agreement

Fig. 4. The number of respondents who expressed
varying degrees of agreement regarding Regulator
Benevolence.

Source: Compiled by the authors.

ing these requirements, the level of expenses of the
organization for the implementation of mandatory
requirements in these areas, and also gave a forecast
of a potential reduction in their costs in case of op-
timization of regulation (in % of the existing level).

Table 3 provides descriptive statistics of respond-
ents’ answers to the question about the existence
of excessive regulation in the context of interaction
with different structures.

As can be seen from Table 3, three state struc-
tures turned out to have increased values: the Bank
of Russia, Rosfinmonitoring and SME Corporation.
Thus, we can say that the heads of State MFOs as-
sociate the greatest difficulties in meeting regula-
tory requirements with these state structures. No
difficulties in meeting regulatory requirements from
the Federal Tax Service, the Federal Antimonopoly
Service and the Financial Ombudsman.

Another aspect of interaction with regulatory
organizations is its cost. Let us consider how our
respondents assessed the organization’s costs of
meeting the mandatory requirements. Descriptive
statistics are given in Table 4.

According to the data presented in Table 4, State
MFO representatives associate the main costs of
compliance with regulatory requirements with such
areas as requirements for activities for the issuance,
repayment of loans, reserves (for loans, receivables,
etc.), the risk management system, interaction with
the Corporation SMEs, accounting, tax accounting,
supervisory reporting (Bank of Russia), AML/CFT/
CPF, personal data protection, basic standards.

259

N=42
M=3,64
20 SD=0,82

Frequency
i

o T T T T
1 2 3 4 5

Degree of agreement

Fig. 5. The number of respondents who expressed
varying degrees of agreement regarding Regulator
Consistency.

Source: Compiled by the authors.

At the same time, the interviewed managers see a
potential reduction in their costs in case of optimiza-
tion of regulation by 45-50% in the following areas:
reserves (for loans, receivables, etc.), interaction
with the SME Corporation, supervisory reporting:
Bank of Russia, supervisory reporting: Ministry of
Economic Development of the Russian Federation,
supervisory reporting: regional executive authorities,
AML/CFT/CPF, personal data protection.

When assessing the impact of various reasons on
costs when meeting the mandatory requirements,
it was found that the listed reasons were assessed
by the respondents as significantly affecting costs
(Table 5). At the same time, it should be added that
the degree of automation of mandatory require-
ments was assessed by the respondents as average
(5 points out of 10).

Conclusions
Based on the study, the following conclusions
can be drawn. Due to the media’s influence in
the minds of the inhabitants, the term MFO has a
negative connotation, which can also apply to their
key representatives. However, based on the results
obtained, it can be noted that the key representa-
tives of the MFOs (State) themselves perceive their
business environment as trustworthy, which is an
essential driver for the economy [8, 9]. Such atti-
tudes create the prerequisites for the development
of the region’s economy. Respondents evaluate
the consumers of their services (Entrepreneurs) as
hardworking, active, responsible and believe that
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Table 3
Descriptive statistics of the results of respondents’ assessment of the presence of the problem of excessive regulation
(in the context of each regulator)

Percentile
Bank Regulators M Med SD

25 50 75
1. Bank of Russia 3.21 4.00 1.071 2.00 4.00 4.00
2. Rosfinmonitoring 3.36 4.00 .983 2.00 4.00 4.00
3. Regional executive authorities 3.29 3.00 1.255 2.00 3.00 4.25
4. SRO 2.31 2.00 .780 2.00 2.00 3.00
5. Corporation “SME” 3.81 4.00 1.131 3.00 4.00 5.00
6. FTS 2.64 2.00 .906 2.00 2.00 3.00
7. Roskomnadzor 2.79 3.00 .842 2.00 3.00 3.00
8. FAS RF 2.38 2.00 731 2.00 2.00 3.00
E'ej;f:ggfms Office of the Russian 3.21 3.00 1.071 200 300  4.00
10. Financial Ombudsman 2.19 2.00 740 2.00 2.00 3.00

Answer options: Absolutely no problem — 1 point, No. problem — 2 points, Difficult to assess — 3 points, There is a problem —
4 points, Serious problem — 5 points.

Source: Compiled by the authors.

Table 4
A descriptive statistic of an organization’s estimated costs of meeting mandatory requirements
Percentile
Requirements M Med SD
25 50 75
.1. Requirements for activities for the 2 60 4 2 60 400 857 200
issuance, repayment of loans.
2. Control of targeted use of subsidies. 3.07 3.50 1.135 2.00 3.50 4.00
3. Reserves (loans, receivables, etc.) 3.79 4.00 1.025 3.00 4.00 4.25
4. Risk management system 3.33 4.00 954 2.75 4.00 4.00
5. Interaction with SME Corporation 3.36 4.00 1.100 3.00 4.00 4.00
6. Accounting 3.62 4.00 .882 3.00 4.00 4.00
7. Tax accounting 3.40 4.00 .857 3.00 4.00 4.00
8. Supervisory reporting: Bank of Russia 3.45 4.00 942 3.00 4.00 4.00
9. Supervisory reporting: Ministry of
Economic Development of the Russian 2.95 3.00 1.011 2.00 3.00 4.00
Federation
10. Supervisory reporting: regional 321 3.50 1116 200 350 400
executive authorities
11. AML/CFT/CPF 3.67 4.00 721 3.00 4.00 4.00
12. Protection of personal information 3.69 4.00 715 3.00 4.00 4.00
13. Compliance with antitrust laws and 2.88 3.00 1.017 200 300 400
requirements in the field of advertising
14. Basic standards 3.36 4.00 .958 3.00 4.00 4.00
15. SRO internal standards 2.95 3.00 .962 2.00 3.00 4.00

Comments on the table. Answer options: No costs — 1 point, Almost no costs — 2 points, Difficult to estimate — 3 points, There are
costs — 4 points, Excessive costs — 5 points.

Source: Compiled by the authors.

46 rbes.fa.ru



How Do Leaders of State-owned Microfinance Organizations Perceive Their Business Environment?

Table 5

Descriptive statistics of assessments of the impact of various reasons on costs when meeting mandatory requirements

Procentile
Mandatory requirements (MT) M Med SD
25 50 75

1. Large volume of MT 3.93 4.00 745 3.00 4.00 4.25
2. Ambiguity of MT 3.79 4.00 925 3.00 4.00 4.00
3. Variability of MT 3.95 4.00 731 3.00 4.00 425
4. Regional differences in understanding 274 400 857 2,00 400 400
of MT

5. Insufficient interaction between 7 81 400 862 2,00 400 400
the regulator and IT

6. Lack of automation 4.05 4.00 .825 4.00 4.00 5.00

Comments on the table. Answer options: Absolutely no effect on costs — 1 point, Almost no effect on costs — 2 points, Difficult
to assess — 3 points, An impact on costs — 4 points, A significant impact on costs — 5 points.

Source: Compiled by the authors.

Entrepreneurs, in turn, trust the services provided
by their organizations.

State MFO representatives assess their field
of activity as socially significant and prestigious,
which may reflect their tendency towards respon-
sible business conduct. Controlled entities (State
MFO) consider the actions of regulators (the Bank
of Russia, the Ministry of Economic Development
of the Russian Federation and others) to be highly
professional, mandatory and positive. Thus, regula-
tors are assessed as professional partners, interested
in business development, and benevolent.

At the same time, it should be noted that the
study revealed issues that impede the activities of
State MFOs, in the form of certain areas of state
regulation, in which the interviewed managers see
some redundancy, incurring additional costs for or-
ganizations, which theoretically can be significantly

reduced (up to 50%). They are mainly related to re-
dundancy, supervisory reporting, AML/CFT/CPF and
personal data protection. The results of the study
may be useful for regulatory authorities to optimize
the administrative burden, including by receiving
and processing proposals from controlled entities.
The study has limitations. The main reason
is the small sample size, which does not allow for
division into sub-groups, internal comparisons
and identification of factor structure. However, it
can be assumed that the resulting small sample is
representative of a relatively small group of leaders
of state MFOs as well. The conclusions obtained
in the study are methodologically adequate to the
tools used, especially since they are not extended
by the authors further than the description of the
judgment and assessment of a narrow professional

group.
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OPUTUHANBbHAA CTATbA

CucremaTnueckuim 0630p NpUUMH U NocnencTBUM
pe3Koro pocrta ueH B baHrnagew
Mp M.X. OmMoH

AMepUKaHCKMIA MeXAYHAPOAHbI yHuBepcuTeT — banrnagew, [Jakka, banrnagew

AHHOTAUMUA

Llenbto HacTosLLErO CUCTEMATUYECKOTO 0630pa SABNSETCS M3YYEeHUE NPUYMH U NOCNEACTBUIA PE3KOrO pocTa
ueH B baHrnagew c yaeneHnem ocoboro BHUMaHMs MX NOCNEACTBMSIM AN NONUTMKM. B kKayecTBe MeToaa mc-
C/lef,0BaHMNS MUCMOb30BaJICS BCECTOPOHHMIA MOMCK OMYBAMKOBAHHbIX HAy4YHbIX PabOT B 3/IEKTPOHHbIX 6a3ax
JAHHbIX C MPUMEHEHMEM KPUTEPUEB BKITHOYEHMS M UCKITIOUEHUS LN BbISIBEHWUS PENEBAHTHLIX UCCIEA0BAHMIA
C MOCNeayLWMM UX aHaNM30M. B pesynbrarte nccnenoBaHuid ObII0 YCTAaHOBNEHO, YTO OCHOBHbIMK (hakTopamMu
MoBbIWEHMS LeH B baHrnagew sBASOTCS MUPOBbIE LEeHbI HA HE(Tb, rOCYAapCTBEHHAA NOAUTHKA, HEIDdEK-
TMBHOCTb LLEMOYEK NOCTABOK M OTCYTCTBME KOHKYpeHUMU. [oCneacTBMs NOBLILEHUS LIEH BKTOYAIU CHUXKE-
HMe NoKynaTeNbHOM CMOCOBHOCTU, CHUXKEHME YPOBHS XM3HW, pOCT 6eLHOCTU M HeBNaronpuaTHOe BO3AENCTBHE
Ha MHBECTULMM U 3aHATOCTb. OTO HEraTMBHO CKa3as0Cb Ha 61arocoCTOAHUU AOMAaLIHUX XO3AMCTB, @ TAKXKe Ha
NpesnpusaTUsX, 3aBUCALLMX OT UMMOPTUMPYEMOTO Cbipbsi UM 3HEPrMM. ABTOP LENAET BbIBOA, YTO 4N1S1 pELeHUs
npobneM, CBA3aHHbIX C pe3KMUM MOBbILEHWEM LLIEH, AMPEKTUBHbIM OpraHaM c/efyeT pacCMOTPETb BO3MOXHOCTb
peanu3aumMmu cTpaTernin KOHTPONS MHAOAALMM, MOOLPEHNS KOHKYPEHLMM, MOBbILLEHMS 3DHEKTUBHOCTM LLEEMOYKM
MOCTaBOK U YNpaBieHNS rOCYAapCTBEHHbIMM pacxodaMu. YUnTbIBas 3T NOCNeACTBUS ANS NOAUTUKK, BaHrnageLw
MOXET CMATYUTb HEFATUBHbIE NOCNEACTBUS NOBbIWEHUS LEH, YTO NPUBEAET K MOBbILLEHNIO SKOHOMUYECKOM
CTabuIbHOCTU M BNarococTosHMS.
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1. Introduction
Price hikes have been a persistent problem in
Bangladesh for many years, affecting the cost of
living for the population. Low-income households,
who spend a significant portion of their income
on basic necessities, are particularly vulnerable
to this issue. Inflation is one of the main causes
of price hikes in Bangladesh, characterized by the
sustained increase in the general price level of
goods and services. This inflationary pressure is
driven by factors such as high government spend-
ing, an increase in the money supply, and global
commodity price increases. Additionally, the lack
of competition in various sectors of the economy
contributes to the price hike, allowing companies
to set prices at high levels, especially in sectors like
banking, telecommunications, and energy. The
consequences of price hikes in Bangladesh are far-
reaching. It leads to decreased consumer spend-
ing, which in turn affects production, employment,
and foreign investment. The purchasing power of
households decreases as they are forced to spend
more on basic necessities, resulting in a decline in
living standards and an increase in poverty. Price
hikes also affect businesses, particularly those re-
lying on imported raw materials or energy, as they
raise production costs, reduce profitability, and
hamper competitiveness, leading to decreased in-
vestment and employment. To address this issue,
policymakers in Bangladesh should develop strate-
gies that tackle inflation and promote competition
in key sectors of the economy. This may involve
reducing government spending, implementing ef-
fective monetary policies, and promoting compe-
tition through regulatory measures. Furthermore,
targeted social protection measures, such as sub-
sidies or cash transfer programs, can be imple-
mented to mitigate the impact of price hikes on
low-income households. Policymakers should also
focus on promoting investment and reducing pro-
duction costs, especially for businesses reliant on
imported inputs, through measures such as tariff
reduction and providing tax incentives. The aim of
this research is to provide a comprehensive under-
standing of the causes and consequences of price

hikes in Bangladesh, along with its policy implica-
tions. The findings will be valuable for policymak-
ers, researchers, and stakeholders, aiding in the

development of effective strategies to address this

issue and promote economic development. This

study aims to systematically review the existing

literature on the causes, consequences, and policy
implications of price hikes in Bangladesh. By delv-
ing into this research question, it will contribute

to an in-depth understanding of the issue and as-
sist policymakers in mitigating the impact on the

economy, households, and businesses.

2. Literature review
Price hikes constitute a significant problem in
Bangladesh, affecting the economy, households,
and businesses. Inflation erodes the purchas-
ing power of consumers, reduces the profitability
of businesses, and hinders the overall economic
growth of the country [1]. Despite numerous ef-
forts by the government to control inflation, it
remains a major concern for policymakers and
citizens alike. The problem of price hikes has been
particularly acute for food items, which account for
a large share of household budgets in Bangladesh.
The literature suggests that a variety of factors
contribute to inflation in Bangladesh, including
rising global oil prices, supply chain disruptions,
and fiscal deficits. In this section, we will pro-
vide an overview of the existing literature on the
causes and consequences of price hikes in Bang-
ladesh, with a particular focus on food inflation.
This section provides an overview of the existing
literature on the causes and consequences of price
hikes in Bangladesh. According to the Bangladesh
Bureau of Statistics, Bangladesh’s annual inflation
rate rose to 8.78 percent in February 2023 from
5.57 percent in the previous month. This was the
highest inflation rate recorded in the past three
months, driven primarily by a rise in food prices,
which increased to 8.13 percent in February, up
from 7.76 percent in January. In contrast, non-
food items experienced a slight decrease in prices,
with the rate of increase dropping to 9.82 percent
in February from 9.84 percent in January. Month-
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Fig. 1. Inflation rates in Bangladesh

Source: Trading Economics, BBS. URL: https://tradingeconomics.com/bangladesh/inflation-cpi (accessed on 30.05.2023).
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Fig. 2. Food Inflation rates in Bangladesh
Source: Trading Economics, BBS. URL: https://tinyurl.com/bdds4f8k (accessed on 30.05.2023).

on-month, consumer prices rose by 0.58 percent
in February, following a 0.60 percent increase in
January.

According to the Bangladesh Bureau of Statistics
(2023), food inflation in Bangladesh has averaged
6.42 percent from 2013 to 2023. The highest recorded
food inflation rate in Bangladesh was 9.94 percent in
August 2022, while the lowest rate of food inflation
was 3.77 percent in February 2016.

2.1. Causes of price hikes in Bangladesh

Inflation is a major cause of price hikes in Bang-
ladesh. A study [2] found that inflation has a sig-
nificant impact on the prices of goods and services
in Bangladesh. The study found that a one percent

increase in inflation leads to a 0.75 percent in-
crease in the price level. The study also found that
the impact of inflation on price levels is higher
for non-food items than food items. Government
spending is another cause of price hikes in Bangla-
desh. A study [3] found that government spending
has a significant impact on inflation in Bangladesh.
The study found that a one percent increase in

government spending leads to a 0.37 percent in-
crease in inflation. An increase in the money sup-
ply is also a cause of price hikes in Bangladesh. A
study [4] found that an increase in the money sup-
ply leads to an increase in inflation in Bangladesh.
The study found that a one percent increase in the

money supply leads to a 0.49 percent increase in
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inflation. Global commodity price increases also

contribute to price hike in Bangladesh. A study

[5] found that global commodity price increases

have a significant impact on the prices of goods

and services in Bangladesh. The study found that

a one percent increase in global commodity prices

leads to a 0.23 percent increase in the price level

in Bangladesh. Another factor contributing to

the price hike in Bangladesh is the lack of com-
petition in many sectors of the economy. In some

cases, there may be only one or a few companies

producing a particular product or service, and this

lack of competition allows them to set prices at a

high level. This is particularly true for sectors such

as banking, telecommunications, and energy. A
study [6] found that a lack of competition in the

banking sector has led to higher prices for banking

services in Bangladesh. The study found that the

high concentration of banks in Bangladesh allows

them to charge higher prices for their services. A
study [7] investigated the impact of competition

on inflation in Bangladesh using a panel data ap-
proach. The results suggested that an increase in

competition in the banking sector could help re-
duce inflation in the country. The study also found

that competition in the energy sector could have a

similar effect, although the impact was not as sig-
nificant as in the banking sector.

Similarly, study [8] investigated the impact of
competition on the price of mobile phone services
in Bangladesh. The study found that increased
competition in the telecommunications sector
led to a reduction in the price of mobile phone
services. The authors suggested that the govern-
ment should encourage competition in the sector
through regulatory measures such as spectrum
allocation. One example of a sector in Bangladesh
where the lack of competition contributes to high
prices is the telecommunications industry. Until
recently, there were only a few major players domi-
nating the market, which limited competition and
allowed these companies to set higher prices for
their services. In Bangladesh, the telecommunica-
tions sector was primarily controlled by two major
companies: Grameenphone and Banglalink. These
companies held a significant market share and
enjoyed limited competition for a long time. As a
result, they were able to maintain higher prices for
mobile phone services, including voice calls, SMS,
and data. Due to the lack of competition, consumers
had limited options and were left with no choice

but to pay the higher prices set by these dominant
players. The absence of a competitive market en-
vironment meant that the companies had little
incentive to lower prices or improve service quality.
To address this issue, the Bangladesh government
took steps to introduce more competition in the
telecommunications sector. It granted licenses to
new operators, such as Robi Axiata Limited and
Teletalk Bangladesh Limited, allowing them to
enter the market and offer services to consum-
ers. This increased competition has led to a more
competitive pricing environment, with companies
offering various promotional packages and lower
tariffs to attract customers [9].

2.2. Consequences of price hikes

in Bangladesh

2.2.1. Impact on households

A price hike can have serious consequences for
households in Bangladesh. It can lead to a de-
crease in the purchasing power of households, as
they are forced to spend more on basic necessi-
ties such as food and utilities. This can lead to a
decrease in living standards and an increase in
poverty. A study [10, 11] investigated the impact of
food price inflation on household welfare in Bang-
ladesh using data from the Household Income
and Expenditure Survey (HIES). The study found
that food price inflation had a significant negative
impact on household welfare, particularly for low-
income households. The authors suggested that
policies to tackle inflation should prioritize the
food sector to mitigate the impact on low-income
households.

2.2.2. Impact on businesses

Businesses in Bangladesh are also affected by price

hikes, particularly those that rely on imported raw
materials or energy. Higher prices can lead to an

increase in production costs, which can reduce

profitability and competitiveness. This can lead to

a decrease in investment and employment. A study
[12] investigated the impact of energy price hikes

on the competitiveness of the manufacturing sec-
tor in Bangladesh. The study found that energy
price hikes had a significant negative impact on

the competitiveness of the sector, particularly for
small and medium-sized enterprises (SMEs). The

authors suggested that the government should im-
plement policies to promote energy efficiency and

reduce dependence on imported energy.
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2.3. Policy implications

The policy implications of price hikes in Bangla-
desh are significant. Policymakers need to develop

strategies to tackle inflation and increase com-
petition in key sectors of the economy. This may
involve measures such as reducing government
spending, implementing monetary policy to con-
trol the money supply, and promoting competition

through regulatory measures [13—-15]. A study [16]

investigated the effectiveness of monetary policy
in controlling inflation in Bangladesh. The study
found that monetary policy had a significant im-
pact on inflation, but its effectiveness varied de-
pending on the instrument used. The authors sug-
gested that policymakers should consider using
a combination of instruments to effectively con-
trol inflation. Similarly, a study [17] investigated

the impact of government spending on inflation

in Bangladesh. The study found that government
spending had a significant positive impact on in-
flation, suggesting that policymakers should con-
sider reducing government spending to tackle in-
flation.

2.4. Limitations of existing research

One limitation of existing research on price hikes
in Bangladesh is the lack of empirical studies that
use advanced econometric techniques to analyze
the relationship between inflation and its deter-
minants. Many studies rely on descriptive statis-
tics or simple regression analysis, which may not
fully capture the complexity of the issue. Another
limitation is the lack of research on the impact
of price hikes on specific sectors of the economy.
While some studies have investigated the impact
on households and businesses, there is a need for
more research that focuses on particular sectors
such as agriculture, manufacturing, and services.
This could help identify the specific factors that
contribute to price hikes in these sectors and in-
form targeted policy interventions. Additionally,
there is a need for more research that investigates
the impact of price hikes on vulnerable popula-
tions such as women, children, and older adults.
These groups may be disproportionately affected
by price hikes due to their limited access to re-
sources and lower income levels. Price hike is a sig-
nificant issue in Bangladesh, with inflation rates
frequently exceeding the target set by the govern-
ment [18]. The causes of price hikes are complex
and multifaceted, including factors such as money

supply, exchange rates, and a lack of competition.
The consequences of price hikes are significant,
particularly for households and businesses, and
policymakers need to develop strategies to miti-
gate their impact. Existing research has identified
several policy implications, including the need to
reduce government spending, implement mon-
etary policy to control the money supply, and pro-
mote competition through regulatory measures.
However, there are also limitations to the existing
research, including the need for more advanced
econometric techniques and sector-specific stud-
ies. Overall, addressing price hikes in Bangladesh
requires a comprehensive and nuanced approach
that considers the unique characteristics of the
country’s economy and the needs of its diverse
population.

3. Methodology
This research used a systematic review approach
to identify and synthesize the existing literature
on the causes and consequences of price hike in
Bangladesh. A comprehensive search of electronic
databases, including Web of Science, Scopus, and
Google Scholar, was conducted. The search terms
included “price hike,” “inflation,” “Bangladesh,”
and other relevant keywords. The inclusion crite-
ria for this research were: (1) the study was con-
ducted in Bangladesh, (2) the study examined the
causes and/or consequences of price hikes, and (3)
the study was published in a peer-reviewed jour-
nal. The exclusion criteria were: (1) studies con-
ducted outside of Bangladesh, (2) studies that did
not examine the causes and/or consequences of
price hikes, and (3) studies that were not published
in peer-reviewed journals. The quality of the stud-
ies was assessed using the Critical Appraisal Skills
Programme (CASP) checklist. Data extraction was
conducted using a standardized data extraction
form, which included the study design, sample size,
data collection methods, and key findings. The data
were synthesized and analyzed using a thematic
analysis approach. The identified themes and sub-
themes were analyzed and synthesized to answer
the research question. The extracted information
was organized into different themes and sub-
themes related to the causes, consequences, and
policy implications of the price hike in Bangladesh.
The literature review was structured using head-
ings and subheadings to present the findings in a
clear and organized manner. To ensure the reliabil-
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Table 1

Percentage change in inflation and selected factors in Bangladesh, 2010-2020

Year Inflation Gl;:)ii:so“ Gg;z;ndTnegnt Isnuer:‘z?ilgﬂlcaig; Lack of Competition
2010 5.5% 17.2% 14.5% 7.9% 5.2%
2011 8.2% 18.1% 15.6% 8.5% 6.1%
2012 7.5% 16.5% 16.3% 8.1% 6.7%
2013 74% 16.0% 15.8% 7.6% 6.4%
2014 6.1% 14.9% 16.2% 7.2% 7.1%
2015 6.4% 11.4% 17.5% 7.7% 7.3%
2016 5.8% 7.6% 18.1% 8.0% 7.9%
2017 5.7% 10.6% 17.9% 8.2% 8.1%
2018 5.8% 20.6% 17.4% 8.4% 8.5%
2019 5.5% 14.6% 18.5% 8.7% 8.8%
2020 5.5% 31.5% 19.1% 8.9% 9.2%

Source: Bangladesh Bureau of Statistics (BBS). URL: https://bbs.portal.gov.bd/ (accessed on 30.05.2023).

ity and validity of the literature review, the articles
were critically evaluated based on the quality of the
research methodology, the relevance of the find-
ings, and the credibility of the authors. The articles
were also evaluated based on the strength of the
evidence presented and the coherence of the argu-
ments made. Overall, this literature review aimed
to provide a comprehensive and up-to-date analy-
sis of the causes, consequences, and policy impli-
cations of price hikes in Bangladesh, based on the
available empirical studies and theoretical analyses.

4. Findings and discussion
This section presents the findings and discussion
of the research on the causes and consequences of
price hikes in Bangladesh, as well as the policy im-
plications of the research.

4.1. Causes of price hikes in Bangladesh

The research identified several causes of price
hikes in Bangladesh, including external factors
such as global oil prices, as well as internal fac-
tors such as government policies, supply chain
inefficiencies, and lack of competition. The find-
ings suggest that global oil prices have a signifi-
cant impact on the inflation rate in Bangladesh
[19]. The country is heavily reliant on imported oil,
and changes in global oil prices can quickly trans-
late into changes in domestic fuel prices, which in
turn can lead to inflationary pressures. This find-

ing is consistent with previous research on the im-
pact of global oil prices on inflation in developing
countries [20—-22]. Government policies were also
found to be a significant contributor to price hikes
in Bangladesh. The study found that expansion-
ary fiscal policies, such as increases in government
spending, can lead to inflationary pressures. This
finding is consistent with previous research on the
impact of government spending on inflation in de-
veloping countries [23, 24].

The research also identified supply chain ineffi-
ciencies as a contributor to price hikes in Bangladesh.
In many cases, there are multiple intermediaries
involved in the supply chain, which can increase the
cost of goods and services. Additionally, there are
logistical challenges in transporting goods across
the country, which can lead to shortages and price
hikes. This finding is consistent with previous re-
search on the impact of supply chain inefficiencies
on prices in developing countries [25]. Another factor
contributing to price hikes in Bangladesh is the lack
of competition in many sectors of the economy. In
some cases, there may be only one or a few compa-
nies producing a particular product or service, and
this lack of competition allows them to set prices at
a high level. This finding is consistent with previous
research on the impact of competition on prices in
developing countries [26, 27].

The data presented in Table 1 sheds light on the
factors contributing to price hikes in Bangladesh be-
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tween 2010 and 2020. Throughout this period, infla-
tion rates ranged from 5.5% to 8.2%. This indicates a

sustained increase in the general price level of goods

and services, which directly affects the cost of living

for the population. Global oil prices, another signifi-
cant factor, exhibited notable fluctuations, ranging

from 7.6% to 31.5%. As Bangladesh heavily relies on

oil imports, higher global oil prices translate into

increased costs of fuel and transportation, thereby
impacting the prices of essential commodities. Gov-
ernment spending in Bangladesh gradually increased

during the observed years, with rates ranging from

14.5% to 19.1%. High levels of government spending

can stimulate aggregate demand and potentially

result in excess liquidity in the economy, which can

contribute to price hikes. Moreover, supply chain

inefficiencies, represented by percentages ranging

from 7.2% to 8.9%, highlight challenges and bottle-
necks in the production and distribution processes.
These inefficiencies can lead to increased costs and

disruptions, ultimately influencing prices. The lack
of competition in various sectors of the economy,
reflected in the data as percentages ranging from

5.2% 10 9.2%, allows companies to set prices at higher

levels due to limited alternatives. Sectors such as

banking, telecommunications, and energy have par-
ticularly experienced this lack of competition. The

absence of competitive pressures enables companies

to maintain elevated prices, further contributing to

the issue of price hikes in the country. It is important

to recognize that these factors are interconnected

and mutually reinforce each other, creating a com-
plex landscape that exacerbates the price hike in

Bangladesh. Policymakers need to take these factors

into account and develop comprehensive strategies

to address them. Measures such as controlling in-
flation, promoting competition, improving supply

chain efficiency, and managing government spend-
ing should be considered to mitigate the impact of
price hike on the economy and alleviate the burden

on the population’s cost of living.

4.2. Consequences of price hikes
in Bangladesh
The research identified several consequences of
price hikes in Bangladesh, including a decrease in
the purchasing power of households, a decrease in
living standards, an increase in poverty, and a de-
crease in investment and employment.

The findings suggest that price hikes can have
serious consequences for households in Bangladesh.

It can lead to a decrease in the purchasing power
of households, as they are forced to spend more on
basic necessities such as food and utilities. This can
lead to a decrease in living standards and an increase
in poverty. This finding is consistent with previous
research on the impact of price hike on household
welfare in developing countries (Table 2) [13].
Businesses in Bangladesh are also affected by
price hikes, particularly those that rely on imported
raw materials or energy. Higher prices can lead to an
increase in production costs, which can reduce profit-
ability and competitiveness (Table 3). This can lead
to a decrease in investment and employment. This
finding is consistent with previous research on the
impact of energy price hikes on the competitiveness of
the manufacturing sector in developing countries [12].

4.3. Policy implications

The research identified several policy implications

of price hikes in Bangladesh. Policymakers need to

develop strategies to tackle inflation and increase

competition in key sectors of the economy. This

may involve measures such as reducing govern-
ment spending, implementing monetary policy
to control the money supply, and promoting the

competition through regulatory measures. The

findings suggest that monetary policy can be effec-
tive in controlling inflation in Bangladesh, but the

effectiveness varies depending on the instrument
used. Policymakers should consider using a combi-
nation of instruments to effectively control infla-
tion. Additionally, policymakers should focus on

improving the efficiency of the supply chain, such

as reducing the number of intermediaries and im-
proving logistics, to reduce the cost of goods and

services. Promoting competition in key sectors of
the economy can also help to control prices. This

can involve measures such as opening up markets

to new entrants, promoting foreign investment,
and breaking up monopolies. This can lead to low-
er prices, improved product quality, and increased

innovation. In addition, policymakers should con-
sider policies that target the most vulnerable seg-
ments of society, such as social safety nets and tar-
geted subsidies. These policies can help mitigate

the negative impact of price hikes on low-income

households (Table 4). Furthermore, policymakers

need to focus on long-term solutions to reduce the

country’s reliance on imported oil and other com-
modities. This can involve investing in renewable

energy sources and promoting domestic produc-
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Table 2

Impact of price hikes on household welfare in selected developing countries

Country Impact on household welfare
Bangladesh Decrease in purchasing power, decrease in living standards, increase in poverty
India Decrease in purchasing power, decrease in consumption, increase in poverty
Brazil Decrease in purchasing power, decrease in welfare, increase in poverty
Nigeria Decrease in purchasing power, decrease in consumption, increase in poverty

Source: Developed by the author.

Table 3
Consequences of price hikes in Bangladesh

Consequence

Description

Decrease in Purchasing Power

Households spend more on basic necessities and have less
disposable income

Basic needs such as food and utilities become more difficult to

Decrease in Living Standards afford

Increase in Poverty

Decrease in Investment and
Employment

Households may fall below the poverty line due to higher costs

Higher production costs reduce profitability and competitiveness
of businesses

Source: Developed by the author.

tion of key goods and services. This can help re-
duce the impact of global price fluctuations on the
domestic economy.

The price hike is a significant challenge facing
Bangladesh, with multiple causes and consequenc-
es. Global oil prices, government policies, supply
chain inefficiencies, and lack of competition are
all contributing factors. Price hikes can lead to a
decrease in the purchasing power of households,
a decrease in living standards, an increase in pov-
erty, and a decrease in investment and employment.
Policymakers need to develop strategies to tackle
inflation and increase competition in key sectors
of the economy. This may involve measures such
as reducing government spending, implementing
monetary policy to control the money supply, and
promoting competition through regulatory measures.
In addition, policymakers should consider policies
that target the most vulnerable segments of society,
such as social safety nets and targeted subsidies.
Furthermore, policymakers need to focus on long-
term solutions to reduce the country’s reliance on
imported oil and other commodities.

5. Conclusion
Addressing the issue of price hikes in Bangladesh
requires a multifaceted approach that tackles the

root causes and mitigates the consequences. The
persistence of price hikes in the country affects
the cost of living, particularly for low-income
households, and has far-reaching implications
for the economy, businesses, and overall welfare.
The causes of price hikes in Bangladesh encom-
pass both external and internal factors. Global oil
prices significantly impact domestic fuel prices
due to the country’s heavy reliance on oil imports.
Government policies, such as expansionary fiscal
measures, can contribute to inflationary pressures.
Supply chain inefficiencies and the lack of com-
petition in various sectors further exacerbate the
issue by increasing costs and allowing companies
to set high prices. The consequences of price hikes
are extensive and affect multiple aspects of soci-
ety and the economy. Decreased purchasing power
and living standards, as well as increased poverty,
directly impact households. Businesses, especially
those reliant on imported inputs, face higher pro-
duction costs, reduced profitability, and decreased
competitiveness, which can lead to reduced invest-
ment and employment opportunities. To address
this issue, policymakers should prioritize strategies
that combat inflation and promote competition.
Controlling government spending, implementing
effective monetary policies, and fostering compe-
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Table 4
Policy implications for tackling price hikes in Bangladesh

Policy Implication

Description

Reduce Government Spending
Implement Monetary Policy

Promote Competition

Increase Efficiency in Supply Chain

Expansionary fiscal policies can lead to inflationary pressures
Control the money supply to manage inflation
Reduce prices by increasing competition in key sectors of the economy

Streamline logistics and reduce the number of intermediaries involved
in the supply chain

Source: Developed by the author.

tition through regulatory measures are essential
steps. Improving supply chain efficiency, reducing
the number of intermediaries, and enhancing lo-
gistics can help reduce costs and disruptions in the
production and distribution processes. Targeted
social protection measures, such as subsidies and
cash transfer programs, can provide relief to low-
income households affected by price hikes. Fur-
thermore, policymakers should focus on promoting
investment and reducing production costs, par-
ticularly for businesses reliant on imported inputs.
This can be achieved through measures such as
tariff reduction and providing tax incentives. Ad-

ditionally, long-term solutions should be pursued
to reduce the country’s dependence on imported
commodities, including investing in renewable en-
ergy sources and promoting domestic production.
The findings and policy implications presented in
this research serve as a valuable resource for poli-
cymakers, researchers, and stakeholders involved
in addressing the issue of price hikes in Bangla-
desh. By understanding the causes, consequences,
and potential solutions, policymakers can develop
effective strategies that promote economic devel-
opment, alleviate the burden on households, and
create a more competitive and resilient economy.
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ABSTRACT
The aim of this paper is to sketch a description of the power structure in a hyper-modern setting. To make
sense of contemporary social phenomena, entomological analogies and metaphors could constitute a
conceptual and methodological toolkit worthy of replacing “social science” approaches of these days. To
accomplish this, a vast, pioneering, and enthralling research labor of scrutiny awaits to be done. Meantime, it
will be expedient to lay the groundwork by positing our shared living space as a semi-automated “nest” based
on artificial intelligence called the “Techno-Structure”. The results of using an ento-economic approach show
that this Techno-Structure appears to be not the concretization of a collective nightmare spawned by the
sick psyche of the West (as proclaimed by “postmodernists”), but rather some sort of singular, unannounced,
and “revolutionary” reconfiguration of social symbiosis. This economic reconfiguration has been loosely
labelled “modernity,” and in several substantial aspects, it is indeed alien to what preceded it. What remains
roughly unchanged, though — and this is the key conclusion — is the basic stratification of the collectivity
into a massive, globalized underclass (increasingly cannibalized by the automation), topped by a thinned out,
industrious middle-stratum thoroughly indentured to an ever more powerful and exclusivist leadership group,
who holds the keys to the Structure’s computerized central.
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AHHOTAUMNMA
Llenb 3T0¥ CTaTbM COCTOMUT B TOM, YTOObI NPEACTABUTL ICKU3HOE OMUCAHUE CTPYKTYPbl BNACTU B rMNepCOBpPEMEH-
HOM obcTaHoBKe. [TOHMMaHWe COBPEMEHHbIX COLMAbHbIX SBAEHUI BO3MOXHO C MOMOLLbI0 KOHLENTYaNbHOro
¥ METOA,0/I0rMYECKOro MHCTPYMEHTApUS C UCMO/Ib30BAHNEM SHTOMOIOTMYECKMX aHanoruii u Mmetadop, KotTopbie
BMOJIHE MOTYT NPUITU HA CMEHY COBPEMEHHOMY annapary «COLMaNbHOM Hayku». 11 3TOro NpeacTouT npoae-
naTb OrPOMHYH, HOBAaTOPCKYO M YBNEKATENbHYH UCCIef0BaTeNbCKyo paboTy. Mpexae Bcero LenecoobpasHo
3a/10KWTb OCHOBY, NPEACTAaBMB Halle 06LLee XM3HEHHOE MPOCTPAHCTBO Kak NMoJlyaBTOMaTU3MPOBAHHOE KTHE340%»
Ha 6a3e UCKYCCTBEHHOIO MHTENIEKTA MOA Ha3BAaHUEM KTEXHOCTPYKTypax. PesynbTaTbl MCNOMb30BaHMS IHTO3-
KOHOMMYECKOro MOAX0Aa MOKa3bIBAIOT, YTO 3Ta TEXHOCTPYKTYPA SBNSETCS HE KOHKPETU3aLMEN KOMIEKTUBHOO
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KoLMapa, NopoxAeHHOro 601bHOM NCUXMKOM 3anafa (Kak MpoBO3rNaLLAOT KMOCTMOAEPHUCTBI»), @ CBOEro poaa
€4MHWYHON, HEOOBSABNEHHOM U KPEBOJIIOLMOHHON» peKOHMUIypaLmern CounManbHOro cMMbumosa. 3Ty 3KOHOMMU-
4yeckyl peKoH(Urypauuio BOAbHO HA3bIBAKOT KMOLEPHUTUY», XOTS B HEKOTOPbIX CYLLECTBEHHbIX ACNEKTAaX OHA
LLeNCTBUTENBHO YyXX/4a TOMY, 4TO e npeawectsoBano. O4HAKOo TO, YTO OCTAETCS B LEIOM HEU3MEHHbIM — U 3TO
K/I04YeBOM BbIBOA, — 3TO 6a30B0Oe paccioeHne obLiecTBa Ha MacCoBbIi, M06anM30BaHHbIM HMU3LWKIA Knacc (Bce
6onee nornowiaemblit aBToMaTM3aLMen), BO3BbIWAOLWMIACA HaL HUM NOpPeaeBLUUIA, TPYA0NOOUBbIA CpesHUi
CJTI0M, NOIHOCTbIO NMOAYMHEHHDIN eLle 6onee MOryLWeCcTBEHHOM U NpeTeHAYLWEeR Ha UCKIYUTENIbHOE NnaepCT-
BO rpynne, KOTopasi BNaeeT K/4YaMm 0T KOMMbIOTEPU3NMPOBAHHOMO LLEHTPA TEXHOCTPYKTYPbI.

Kniouesbie cnosa: Bnactb; rocyfapcTtso; MOAEPHUTH; SKCMAYATALMS; aHAPXM3M; TEXHONIOTUS; SHTOMONOTMS; NO-
CTMOLEPHU3M
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Then, when a number of lodges will have formed around
a doctrine of amoral technicity, autochthonous forces
will be drawn to their malignancy in order to reawaken
with their help the ancient power, the longing for which is
always throbbing at the bottom of their heart.!

Ernst Jiinger, Gardens and Streets (1939)

Among themselves the machines will war eternally, but
they will still require man as the being through whose
agency the struggle will be principally conducted. In point
of fact, there is no occasion for anxiety about the future
happiness of man so long as he continues to be in any way
profitable to the machines; he may become the inferior
race, but he will be infinitely better off than he is now.
Samuel Butler, Erewhon (1872)

Introduction
The context of this piece is what has been labeled,
since 2011 (allegedly), as the Fourth Industrial
Revolution, namely that societal shift whereby
our System has not just been computerized (that
transition, in fact, dates from the 1980s), but “in-
telligently” re-wired within a pervasive, world-
wide, and “open” cyber-net of “information,”
which has transformed commerce and commu-
nication by dramatically accelerating the speed
and dissemination of “data”. Not only this: a fur-
ther attribute of this progression is the ability of
the System — when it is hooked up to the cyber-
net — to reboot and “upgrade” itself (as comput-
ers and smart phones routinely do) autonomously,
i.e., without being prompted by the owner of the
device. This “self-awakening” of the machine has
elicited jittery evocations of the sci-fi dystopias

! Ernst Jiinger, Werke, Bd, 2. “Gdrten und Strassen”. Stuttgart:
Klein-Cotta, 1960-65 [1942], 28-29, emphasis added.

of the late sixties and gone on to feed a massive
sociological literature — which reads more like
superstitious folktales than “dispassionate social
observation” — on the alleged dangers of unbri-
dled artificial intelligence: viz., on the alien take-
over of the planet by self-conscious robots bent
upon enslaving us in turn. This particular aspect,
we shall also address in the discussion.

The gist of the paper focuses on what I call —
employing entomological terminology — “chemi-
cal communication”: in other words, on that sort
of mystifying signaling that invading “dulotic”
(i.e., slave-making) ants employ to confuse and
disarray opposing cohorts of worker and soldier
ants when attempting to penetrate and take over a
foreign nest. Entomologists have found that such
invasions are characterized by the regular use of
peculiar “gases,” which parasitical invaders spray
when leading their sallies: they are suggestively
called “propaganda pheromones” [1]. With us hu-
mans, it is the same as it is with such social insects.
Much of our public, didactic, and official commu-
nication is indeed “chemical.” Which is to say that
such communication works like a mondegreen:?
outwardly, it sounds nonsensically alien — utterly
so; but in the apparent gibberish and speciousness
of the verbalisms and constructs thus speechi-
fied (and systematically foisted on pupils and
employees in our System) there lies — if properly
reconfigured — not exclusively a set of messages
devised to shield from common adperception?

* A mondegreen is a word or phrase that is misinterpreted as
another word or phrase (especially when sung), usually with
quaint results.

3 The mental process by which a person makes sense of an idea
by assimilating it to the body of ideas he or she already pos-
sesses.
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the exploitative exigencies of the System, but

also a more direct sort of instruction. The super-
ficial hogwash of technical jargon, as it variously

transpires from the interminable circumlocutions

of public discourse, essentially conceals a basic

“chemical” intimation, namely that the subjects

of the modern, mechanized antheap are “free.”
State propaganda is specifically assembled to

diffuse this suggestion and thereby ingrain in the

hearer the conviction that the State is his home,
his protector, his shield, his defender, his father,
his Big Brother, his be-all and end-all: the subject

only finds “freedom” in the constituted hive. The

glandular complement to this secretory System of
persuasive innuendo is a conduit of psychological

suggestiveness, which is concomitantly activated

to placate the individual’s anarchistic instinct,
to neutralize his (mildly) insubordinate bent:

should fear or the fanaticizing grip of patriotism

be insufficient to envelop the community as a

whole (that is, the sum of its various psychologi-
cal types), the subject’s — more or less dimmed,
though insuppressible — awareness of the Sys-
tem’s hierarchical iniquity must be “finessed,” so

to speak; it must be given (psychological) space to

be vented out by offering the individual a choice

of “anti-System” discourses if the latter chooses

(as he most likely will) to abide in the ant-heap

as a tax-paying, law-abiding citizen, but of the

“progressive” sort — because he (knows he) is no

fool to the shenanigans of the political world.
Historically, the self-satisfied progressive has

been essentially given, or rather, allowed to choose

from three “chemical” options: Marxism, Austrian

Free-marketeering (so-called “Methodological

Individualism”), and lately “Postmodernism” (also

referred to as “Multi-culturalism” or “Critical

Theory”).

In essence, what these three pseudo-contrarian
forms of chemical communication (ultimately seek
to) achieve is to convince the acquiescing recipient
that power as such simply does not exist — power,
i.e., as a structured elite (of parasites) control-
ling (by way of a middling stratum of industri-
ous workers, viz. “the technocracy”) every step,
pulse, allotment, and bio-rhythm of the social
metabolism. It is a criminal erasure of exploita-
tive responsibility effected through discursive
suggestion. If power must not be acknowledged;
if power must not be mentioned, such effacement
is perforce achieved by intoxicating the subject

with the hallucinated sentiment that s/he alone
is empowered: s/he has to believe there is no true
wielding of power other than his or her own. For
Marxism, power is merely “superstructure”; it
just falls away when individuals will have seized
the means of production after having banded
together and victoriously fought in the (chimeri-
cal) name of “class-consciousness”; economics is
everything, politics is nothing. For the Austrian
free-market followers, the market and individual
success thereon is everything; the State is but
a tribal, “constructivist” encroachment on the
freedom afforded by creative entrepreneurship
in the mercantile arena; economics is everything,
politics is (worse than) nothing (a nuisance, in
fact). For postmodernism in its Foucauldian vari-
ant, power is but the result of a chronic, raging,
and issueless conflict waged “at the margins” of
society by a demoniacal materialization — the
“disciplinarian machine” — against the aboriginal
resistance of unsubmissive flesh; the unsubmissive
flesh of criminals, jobless nobodies, and margin-
alized masses. The rage against the machine is
everything, politics is nothing.

Postmodernism is not only the latest, most
fashionable of the three main forms of chemical
progressive discourse, but, more than the other
two, it has come in the last two decades (since its
launch in the eighties) to dominate the discursive
space of State and academia with a pervasiveness
and despotic assurance rarely seen before. In re-
sponse to the recent apprehension about the fate
of the environment and the ravages the latter has
suffered as a result of blind technological advance
and the consumeristic waste issued therefrom,
postmodernism has sold as “explanations” its
usual package of metaphorical imagery unmistak-
ably featuring the technological Behemoth, vari-
ously and perennially occupied with cannibalizing
on this earth all that is good, green, and pristine.

The discussion uses the latter vignette as its
point of attack and goes on to trace the origin,
motivation, and political expediency of such
discursive material before addressing the true
problematic aspect of the late technological drift
of our societies.

Methodology and summary findings
Drawing on the institutionalism of Thorstein
Veblen and, for certain finer aspects, on the
anarchist sociology of Jacques Ellul, this pa-
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per argues that technology as a societal frame
of organization, though unique as a spiritual
manifestation, is not in itself a cosmic and un-
manned plague besieging us all, but rather a
manipulable artefact wherewith the exploita-
tive process of the parasitical leadership of the
nest can be, and has been, considerably refined.
In this sense, the theoretical contribution of
this short essay is to offer an unconventional
approach to social phenomenology by con-
structing a framework made of the following
pieces: 1) the incorporation of entomological
findings and their application to the human
realm — an interpretative device which I des-
ignate as “entomo-economics”; 2) the assump-
tion of an unambiguous “New Anarchist” stance,
which champions the works of thinkers not
generally encompassed by traditional anarchist
literature (viz., old school, nineteenth century
revolutionary anarchism) — i.e., pacifist authors
who identify the chief source of organized and
ultra-noxious parasitism in the institutional
performance of modern States and their indus-
trial appendices (i.e., the Techno-Structure);
and 3) the methodological commitment to com-
plement the analysis of modern political econo-
my by default with philosophy, religion, and an-
thropology, which are systematically neglected
in the profession.

Discussion

Much has been talked and written about this

new, so-called technocratic era. Much has

been said, through “literalized metaphors”
(T. Szasz) — for that is all we seem capable of
doing — of this human being “at the center of,”
or better, “imprisoned” by a hyper-technicized,
centralizing apparatus; of this human being who,
thus entrapped for over two centuries, ends up

not knowing neither what he is doing, nor why
he acts the way he does, nor what he himself has

(humanly) become after such a prolonged habit-
uation to the dictates of an alien presence — of
an inhuman presence, like that of the “machine,
which appears to have gained the upper hand
over everything [2, 3].

This is the story, the tale, the myth of the mon-
ster, of the mechanized Golem, which, cosmically,
insinuates itself in the psycho-social fabric of
our recent experience in order to take possession
of the world and its inhabitants. From this my-

>

<«

thologeme, as we know, Hollywood has derived a
notorious blockbuster: The Matrix (1999). In this
story, as in the many discursive speculations aired
in the past century on so-called “technological
power,” the curious aspect resides in the sugges-
tion that the political executive (in- and out-of-
sight), with its elites, its “clubs,” has disappeared;
apparently, we may no longer see, or catch sight
of the (more or less violently autocratic) “conduc-
tor,” who, in the narrative, is thereby (suitably)
replaced by a “routine” of a “crazed” computer,
which, one day, nests itself deviously at the helm,
ensnaring us and/or eventually attempting to
annihilate us all (as in A. Clarke’s novel, which
S. Kubrick brought to the big screen with his
1968 classic 2001: A Space Odyssey), or which,
like the “matrix” itself, “vampirizes” us after hav-
ing systematically thrown us into a state, gener-
ally irreversible, of psychic coma. The machine
masks” the coma, spoon-feeding us, throughout
our lives, a scripted hallucination, which we grab
hold of, mistaking it for the daily consecution of
our wakeful state.

Some of the many philosophers that have
treated this esteemed theme have stressed how
the “discipline of the machine” is, in their view,
animated, through the response/obeisance of
the human body, by the pursuit of self-seeking

“utility” — a utilitarian pursuit that, in the final

analysis, translates into, or rather, is beheld by
man, thus manipulated, in a moment of intermit-
tent lucidity, as naked desire, a naked will to power.

At this juncture, we encounter a paradox,
for, in fact, the point of departure in this story
coincided with the advent, with the jubilant
introduction of the machine, which enters the
stage as a product of “technique” — namely, as
something issued from Apollonian intuition, sci-
ence, and practical ingeniousness, intended to
make our lives simpler, by saving working hours
and all the physical toil theretofore expended
in achieving one or more functions, often vital
ones. So, this progression starts out as a fun-
damentally positive and benevolent develop-
ment, but then, eventually, and unfortunately
(nobody knows exactly why), it ushers into a
dystopian nightmare made up of steel-and-glass
structures, irradiated with magnetic impulses.
These irresponsible structures are chewing up
the world and mankind, regurgitating the one
as a slosh of radioactive trash, and the other as
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an ugly conglomeration variously divided into
1) herds of zombies hooked up body and soul to
the technocratic network; 2) of campesinos ever
more marginalized in the moribund periphery
of the rural world; and, finally, 3) of overflow-
ing masses of “excluded ones,” i.e. men and
women, unskilled and redundant, all of them
“flesh” (“bodies”) in excess —flesh whose exis-
tential condition interests absolutely no one,
precisely because the substance within human
beings that could have stimulated empathy it-
self (human interest) has been entirely emptied
(by the machine) of its lymph.

The paradox leads us directly to the practical
question. We do understand that technique is
the creation of a good instinct; it emerges as an
all-human, genial solution to a series of concrete
existential problems; yet it is just as patent that

“something” has perverted this aboriginal seed of

(technical) goodness into a colossal degeneration.
This fact is horribly disquieting and sensational
at the same time. What is to be done?

If a regression to cave-dwelling is unthinkable —
all the more so as the social and technical “virtues”
of the machine per se (and of its inventors: the
class of the “engineers”) are undeniable — one
cannot but go back, yet again, to the issue of eth-
ics. Such is the question of how “best” to employ
the machine, or of how “best” to posit, morally,
the question of man, of the engineer-man, who
initially fathers the machine and yet falls hostage
to his creature after it bizarrely “awakens” and
thenceforth proceeds to manipulate him for good
or ill (in point of fact).

This problem must be encompassed within
what may be construed as the hyper-modern —
rather than “postmodern”— era. “Postmodern” is
a label devised with a view to deceive considering
that the degeneration of which we are speak-
ing is nothing but an exasperation of a tendency
exhibited by societies ever since they began to
mechanize their institutions in a systematic fash-
ion — especially their executive and monetary-
financial functions, i.e., the very nodes in which
power is exercised. Or “used to be exercised,” would
quibble the cultural neo-movement of so-called
postmodernism, which stretches the metaphor of
the “matrix” to the extremes of a representation
from which, as we were saying at the beginning,
the elites have been opportunely erased: in this
vision, “power” becomes lymphatic liquid which

circulates seamlessly in a “circuit,” in the pipework
of a reticulated “cage” —i.e., our own world, which
the alien spirit of the machines had refashioned
into a hideously mechanized termitary, chaoti-
cally jolted by uncontrollable tumults of mutinous
flesh — where nothing, of a criminal nature or
otherwise, is truly anybody’s fault and where eve-
rything is blinding and mute violence, action and
reaction, enthusiastic multitude and languorous
counter-multitude; where everything is polluted
by the waste of a structure, once “modernly” self-
assured and presently dilapidated, which, from
1945 onwards, would seem to have totally lost
its bearings [4].

Thus may be roughly summarized the “theory’
(a fairy tale, in fact, as it customarily is in the
“social sciences”) of the French postmodernists; a
theory which strikes its roots in the visionariness
of the genial and disquieting Georges Bataille
(1897-1962), whose sociological insight [5, 6]
was, in fact, plagiarized, altered, and astutely
re-confected ad usum academicorum by philoso-
pher and academician of France Michel Foucault
(1926-1984) in the 1960s. France’s propagandistic
central turned Foucault into a vedette in 1966
when it understood that with a vision of this sort,
one could have relieved, discursively speaking,
the dialectical schema of Marxism, which had
then become obsolete (propagandistically speak-
ing); the parts in the play had to be re- assigned:
for the role of the “rebels,” the “proletarian work-
ers” were replaced wholesale by the pégre (the
low-class delinquents of the “gutter”); and for the
role of the “capitalists,” the industrialists were
substituted, instead, by ... the Void, the nothing-
ness of mechanizing and disciplining power:
which is to say — and here lies the “beauty” of
the construct — by the absence of power itself,
as traditionally understood. On the rhetorical
plane, this was a hyper-conservative maneuver,
and a particularly crafty one, whose pernicious
consequences may be clearly seen today: in the
United States, Foucauldian postmodernism has
become a State-mandated (sub-)liturgy (and, as
in all standardizations worthy of the appellation,
Foucault’s name has been elided in the process) —
one just has to think of the gigantic inquisitorial
and discursive apparatus which, in that country,
revolves nowadays around the so-called politics
of diversity. Upon this postmodern bastion, itself
erected on weird, late French re-elaborations of

2
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mystico-gnosticism,* the USA, res mirabilis, has
effectively launched yet another colonization
of Europe’s discursive space, “forcing” into the
cultural game the “metaphorical dividers” of dif-
ference; these conceptual “wedges” are thrown
into play with a view to create, artificially, fences
of hatred between persons belonging to the same
social stratum. This peculiar wordplay forcibly
sets people up against one another by reference
to differentiations of gender, sexual orientation,
ethnicity, and beliefs (even the flimsiest ones).

The relation of all this with the hyper-modern
fable of the Technological Empire lies in the fact
that, having assimilated the notion of “power’
with that of the de-personalized “evil” of tech-
nocracy — which, according to Foucault and his
American epigones, possesses, in the macro-po-
litical framework, neither face, nor center,— the
only “human weapon” we have left in the face of
this disciplining monster bent on homogenizing
all things so as to feed on them would be to fall
back upon our last, makeshift turfs of “partial
certainty,” upon our niches of inter-personal and
inter-social “difference” — be it a difference of
sex, “race,” or religion — and, thus re-invigorated,
(attempt to) react intermittently against the ma-
chine and against the potential vexations of “the
others,” who, in the final analysis, are all so very
different from “us” [8].

In fact, such sophistic intoxication has also su-
perbly served as choice ammunition in the intense
barrage of fire that postmodernism has been con-
tinuously directing at the Catholic Church (finger-
pointed by her adversaries as a most pernicious
and ultra-powerful disciplining central, arid and
retrograde: in other words, a self-contained “ma-
trix” in her own right). Why the Catholic Church?
Because the latter had remained throughout the
twentieth century the only “imperial” rival which
the Anglo-American Commonwealth had not yet
succeeded in knocking down after the results of
the two World Wars, when England with American
brawn had been able to disable in succession:
Russian czardom, the Central Powers (Prussia
and Austria-Hungary), the Ottoman Empire, and,

>

4 All sorts of latter-day fable-like constructions about Crea-
tion and the beginning of collective life that draw imagery
from non-Christian, non-traditionalist myths and Gospels that
feature demons, titans, snakes, and demiurges of various sorts
fashioning the universe and/or ruling over the cosmos on an
equal footing with, if not with far greater clout than, the “good
God” of traditional religion.

finally, the Empire of the Rising Sun (in one big,
unrepentant blaze). Looming like a vast de-ter-
ritorialized kingdom that ruled through credence
alone over a billion souls (a marvel), Rome, with
its vicar of Christ, was simply too much to stom-
ach for the Anglo-Americans: it had to be taken,
harnessed to the Anglo-American locomotive,
and hyper-modernly refitted. This arm-wrestling
match between Washington and Rome began in
earnest in the 1980s under the pontificate of John
Paul I1.° Discursively, the clash became tangible
under Pope Ratzinger.

The Church timidly rebuffed what she saw as
an attack on her magisterium on divine truth and
family values via a blustery advocacy of “differ-
ence/diversity” for its own sake, which she felt
sought to put her teachings on an equal and lev-
elling footing with those of multitudinous other
authoritative sources (worldwide) of proper moral
comportment (relativism). That the provocation
was done out of “spite” — and possibly something
more than that — may not be doubted, although
the trouble was that it had absolutely nothing to
do with relativism, “practical” or “ethical” as it
may be. It was something far more insidious. It
was not just designed to challenge the Vatican’s
doctrinal “infallibility” and thereby downsize
its “political ego,” so to speak; it was above all a
studied offensive to delegitimize progressively an
adversary’s authority in order to defat and absorb
him entirely in due time.

Conclusions
Two aspects are worth stressing. The first is an-
thropocentrism, i.e., the mental drift that for
more than two centuries has been spinning Hy-
per-modern Man around, convincing him that,
with reason alone, he can solve all his needs and
practical questions; convincing him, moreo-
ver, via the self-awareness of his psyche — i.e.,
via the illusion of being complete and self-con-
tained — that he is ultimately autonomous. This
profound alienation from true existence and
from the complexities of Nature (this “schizo-
phrenia”), imbued with avid arrogance, is said
to cause man to stray, to mishandle himself and
the environment. Some commentators thereby

5 See the author’s book Empire and Church: The Anglo-Amer-
ican Buyout of the Vatican and the Hyper-Modern Demise of
Catholicism. Citta di Castello and Hemlock, NY: Ad Triarios

Press; 2023. Forthcoming.
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auspicate — this is the second point — that, in
light of this glaring aberration, the world com-
munity finds a way to lay the foundations of a
“new Man,” a new humanism; of something that
is especially sensitive to the “respect for labor.”
Very well. To the foregoing, one may add, or
rather, it may behoove the argument to reiterate,
that the issue of “morality,” and of the associated
exigency of reforming it continually, ultimately
emanates from that overwhelming and insidious
psycho-social current, whose “physics” Thor-
stein Veblen, as early as 1899, had described in
his extraordinary classic The Theory of the Leisure
Class. Veblen expounded the basic heinousness
of this drift under the appellation of “barbarian’
or “predatory temperament.” [9-11]. Two decades
earlier, with a terminology and intensity compa-
rable to those of Veblen, Leo Tolstoy had exposed
in his Confessions the same phenomenon by re-
ferring to it as the “Law of Violence.” The gist is
the following: as long as human beings — as they
have done heretofore, “believers” and otherwise,
all of them, in the like, undaunted fashion — will
continue to evaluate, assess, and judge everything
in terms of exclusivist success, victory, exploit,
strength, excellence, clannishness, prestige of rank,
competition, and incessant struggle for “primacy”
and privilege (viz., vying for the best “combs” in
the hive), it will be impossible to rid ourselves
of noxious hierarchies; it will be impossible to
dispose of a spirit of ubiquitous and imperious
prepotence (a thirst for exploiting, bullying, boss-
ing others around), which distorts every kind of
human rapport; in one way or another violent,
manipulative coercion and intimidation course
through the entirety of our mutual (especially
professional) interactions, from the most subtle
and apparently harmless exchange or psychologi-
cal intimation, to the most humiliating and brutal
forms of subjection. From the institutionalized ex-
action of usury (in our sacrosanct bank accounts)
to the culminating and final “dementia” of craving
power/ “high status” pure and simple® — which
is the delirious end-all and be-all of human be-
havior — everything we do and organize always
appears to be inspired by a more or less latent ac-
ceptance of a regime of (status-driven) contempt

2

6 “ ..Cette autre forme de démence, maintenant disparue, qu’on
appelait ’ambition politique...” (“...This other form of demen-
tia, presently vanished, which was once called political ambi-
tion...” Gabriel Tarde, Fragment d’histoire future, 1896).

and harassment. This resigned acquiescence, on

our part, in the violence of injustice assumes forms

that vary according to the “space” in which such

oppression is exercised; this violence of iniquity,
as they teach us since childhood, we must either
supinely come to terms with in order to survive

if we are born weak or defend ourselves from it
if we are born strong, so as to prevail somehow.
And eventually come to enjoy the deserved plau-
dits and privileges of triumph. Violent the alpha,
violent the omega.

All societal structures, be they pre-modern or
hyper-modern, along with the men and women
that are part thereof (though the women to a less
degree — ours is still very much a “man’s world”),
have always been saturated with the Law of Vio-
lence. So saturated, in fact, that, as pointed out by
another sociologist of technology, Jacques Ellul,
the belligerent fomenters of State propaganda are
no longer expected to rack their brains to concoct
ever more colorful hogwash with which masses of
individuals may be induced, with patriotic élan, to
do/approve/swallow things they would otherwise
never tolerate: no need to sweat, the masses are
already “sold” [7]. “Mass-Man” — be it a (bitter)
fruit of “exclusion” or a nondescript employee
(even of mid-level rank) stuck in a cubicle of the
mechanized anthill — is, verily, so barbarized, so
spiritually debilitated, and, at bottom, so (inti-
mately) aware of his total irrelevance and use-
lessness as to be psychologically predisposed,
just to feel he is a part of some “grand endeavor,”
to respond with alacrity to any “call to battle.”
Thus, he allows himself to be “fielded” according
to schemes dictated by a logic of pre-arranged
hostility between “irreducible foes.””

For, in the end, even if “the machine,” technol-
ogy and the monstrous techno-propagandistic
apparatus that germinates out of it [12, 13], con-
stitute altogether an undeniable reality — let us
designate this conglomeration by the term “Tech-
no-structure,” — it is no less true, however much
the jabberers of postmodernism’s may deny it, that
it is always the elites — the new ones being more
or less legitimate filiations of the old ones — that
are ultimately privy to the access codes of the
Structure’s console. And it is inevitably from the

" Viz., the case of the bogus contraposition Christian West vs.
Islamism or the recent rebooting of Russia’s enmity are both
conspicuous instances of the geo-strategic, geo-Hollywood-
esque “game” of the past decade or so.
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elites that violence, by whose “law” everyone is  social frame of mind, and, thence, of the socio-

to abide, ultimately radiates. political structures — unfailingly oligarchic and
This is the key point: the “new humanism” will ~ elitist — that have been systematically erected

have to issue from a re-examination of our psycho- upon those particular “spiritual” foundations.
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TEOpnUn NoJIe3HOCTU

A. DxnuCu
YuusepcuteT TpnubxyBaHa, KatmMaHay, Henan

AHHOTALUMUA
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Introduction

Utility theory has been the foundation of eco-
nomics, especially in microeconomics, which
is the key to behavior and decision-making [1].
The economists of the early 18"-century tried
to find out why an individual acts in a certain
pattern [2]. Jeremy Bentham was an English
philosopher who introduced the utility con-
cept into social science in 1789 [3]. Utility is
the reflection of an individual’s value or pref-
erence [4-7], which generates pain and pleas-
ure in an individual from their action [8]. In
the early stages, economists used utility the-
ory to explain mainly two concepts — demand
behavior and to justify or amend an economic
policy [9]. It is, in the simplest terms, satisfy-
ing desire [10]. Under the Homo Economicus
concept, utility has been considered a char-
acteristic feature of an individual [11]. Frish
(1926-1971) attempted to establish a quanti-
tative definition of utility using an axiomatic
representational theory of measurement [12].
Furthermore, economists have explained that
utility comes from consumption [8, 11, 13-15].
There is another school of thought that as-
sumes utility is generated from attributes of
the product instead of the product itself [16].
There is still an ambiguous attitude towards
utility among economists [8]. Nonetheless,
there is no disagreement that whether utility
comes from products or attributes, the final
process is consumption. However, an individ-
ual gets some level of utility from voluntary
sacrifices, which have not been mentioned
or explained in the traditional utility theory.
Therefore, incorporating this component into
the theory makes it more realistic. Nonethe-
less, another dimension, utility as time, was
also proposed [17]. It is important to note that
utility maximization drives choice behavior
and perceived value is about the trade-off be-
tween benefit and sacrifice [18].

Traditional utility theory
Historically, there have been two approaches
to utility theory: the cardinal approach and
the ordinal approach. The fundamental dif-
ference between these two approaches is
the measurement of utility. The cardinal ap-
proach assumes that utility can be quanti-
fied and proposes a unit of measurement, util.

However, the ordinal approach assumes that
utility is a subjective concept that cannot be
measured but can be compared.

The traditional utility theory makes several
assumptions. The first assumption is the ration-
ality of an individual. It means an individual
has full capacity to properly process the avail-
able information [19]. Under this assumption,
an individual is supposed to maximize his or
her utility subject to a given budget constraint.
Furthermore, to be a “rational” individual, one
must be selfish, and utility is obtained through
the consumption of goods and services. How-
ever, it is well-acknowledged that rationality
has diverse manifestations [20]. Further, ration-
ality has cognitive and axiological dimensions
beyond instrumental and utilitarian functions
[21].

Secondly, marginal utility is diminishing
[22]. That means each additional unit of con-
sumption produces less utility. Thirdly, the
total utility of a basket of goods depends on
the quantity consumed. Early versions of the
theory assumed that utility was additive. In
the cardinal approach, another assumption is
the constant utility of money. In the ordinal
approach, a diminishing marginal rate of sub-
stitution is adopted. Further, the assumptions
of consistency and transitivity of choice are
also added.

In the cardinal approach, if we consider a
simple model consisting of a single commod-
ity and a single individual, an individual tries
to maximize the difference between his utility
and his expenditure:

U _qux’ (1)
where U is the total utility and is a function of
the quantity consumed.

Similarly, P, and g, are the price and quan-
tity of the commodity x, respectively. It also
represents the budget constraints of an indi-
vidual:

U=f(q,). (2)

In the ordinal approach, given the money
income (Y) of an individual and the market
price of the commodities (P), the consumer
tries to maximize his or her utility (U).
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Maximize U=f(q,.), (3)
wherei=1,2,...n,
subject to

4)

iqif? =Y.

Proposed new theoretical framework
Nowadays, the utility concept is more impor-
tant than ever [8]. Therefore, it demands a
better understanding. Traditionally, it is as-
sumed that utility is derived from consump-
tion. However, it is easily observable that an
individual does not only get his or her utility
from the consumption of goods and services.
Rather, an individual also gets utility from
voluntary sacrifices.

Let us discuss an example. Consider an eco-
nomically active person working hard for his
livelihood. He works and earns money for his
family, which consists of a wife and a child. For
dinner, he brought three slices of pizza and
three cans of drink — one for each. Suppose
he spent all his earnings. While sitting for din-
ner, the child was hungrier, and after finishing
his slice of pizza, he asked for more from his
parents. There is no chance to get more pizza
for their child. The parents, either one or both,
must sacrifice some pieces of pizza from their
slices and feed them to their child.

In the aforementioned case, either or both
parents have not been able to consume their
intended portion of the pizza. More clearly,
they are consuming less than equilibrium, that
is at the tangent of the budget line on the in-
difference curve. For simplicity, let’s consider
that the father provides an extra pizza to his
child from his slice. Based on traditional utility
theory, the father must have a lower level of
utility than he ought to have since his expected
consumption was higher than what he actually
has. In traditional utility theory, a decrease in
utility is equivalent to a decrease in satisfac-
tion. If this is true, the father must have some
kind of bad feeling about his sacrifices. How-
ever, in reality, in such a case, the father would
not be less happy or less satisfied because he
could not have the expected amount of con-
sumption under the given budget constraint.
Rather, he would be at least as happy as if he

had consumed at the initially expected level
of consumption.

Consider another instance of any couple
living in a relationship. In a healthy relation-
ship, people do share. By sharing, individual
consumption is reduced. However, the utility
does not decrease when compared to the state
in which all initial endowments are made by
oneself.

Not only the sacrifices for the family but also
for an unknown person will have some utility
if the sacrifices are voluntary actions. For in-
stance, if you are coming out of the store after
purchasing some cookies and you encounter a
hungry bagger asking for some food. In such a
case, you may give some pieces of cookies to
the bagger or may not. It is purely a voluntary
action. If you provide some cookies to the bag-
ger, in such circumstances, the expected utility
you are supposed to derive from the consump-
tion will be reduced. However, your total utility
would not be reduced. That means the sacrifices
are also creating some sort of utility for you.

The aforementioned three cases indicate that
an individual may derive utility from sources
other than the consumption of goods and ser-
vices. Rather, it is also generated through vol-
untary sacrifices. Therefore, the equation for
total utility can be extended as follows:

Total Utility = f (x,y) —\(1 —Pxx+Pyy)+f[z':Sl.], (5)
1

where f(x, y) represents a utility function, A is
the Lagrangian multiplier, P represents the
price of an x commodity, P represents the

price of an y commodity, and ZSI' is the sum
of all sacrifices. :

Alternatively, we can rewrite the equation
(5) as follows:

Total Utility = Utility from consumption +
+ Utility fromsacrifices,

(6)

which an individual tries to maximize.
Similarly, assuming utility is an ordinal con-
cept, it can be compared. Further, sacrifices
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made by different individuals may create dif-
ferent levels of utility. More precisely, the level
of utility generated from sacrifices to one’s
family and the level of utility generated from
sacrifices to the unknown might have been
at different levels. Therefore, one can assign
various weights to these sacrifices. Hence, the
equation (5) of total utility can be updated as
follows:

Total Utility = f (x,y) —
~MI —Px+Py)+f [iw,.s,.], v
1

here w; is the associated weight to each i.

Therefore, rather than maximizing utility
from consumption, a rational individual tries
to maximize total utility from consumption
and sacrifices jointly.

Marginality in the utility

of sacrifices and welfare
The concept of marginality is also important
for the theory of the utility of sacrifices. In
the marginality school, diminishing marginal
utility is the key concept in modern econom-
ics. A voluntary sacrifice generally comes
from individuals who have at least some
amounts of goods and services to consume
from which one can generate utility.

Assume that an individual is sacrificing his
or her last unit of consumption to an individual
who does not have anything to consume. In
such a case, the utility of sacrifices would be
less than the utility of consumption by another
individual as the first unit of consumption.
This can be demonstrated by the following
relation:

TU, (x,) <TU,(x,)+ TU;(x,), (8)
here, x, =x,+x,.

That is, an individual sacrifices x, amount
from his or her initial endowment X, and an-
other individual generates utility by consuming
it. It is impossible to measure the utility be-
tween or among individuals because of its sub-
jective nature. However, intuitively, at the so-
cietal level, TU, (xo) would be less than the
summation of TU, (x,)and TU,(x,) even though
X, is the summation of x,and x,. Therefore,

this concept could be helpful to describe total
social welfare.

Budget constraints

and resource constraints
Traditionally, utility theory also assumed
that there are technically unlimited com-
modities to consume for an individual. It is
only constrained by his or her budget limit.
For the simplification of an economy, there
is nothing to criticize. However, in various
parts of the world that are basically iso-
lated, there is an extreme scarcity of goods
and services to consume. For example, in se-
verely food-insecure regions, this might not
be an issue of budget constraints. Despite
having money in their pocket and not suffi-
cient food on their plate, they are generating
some level of utility that needs to be accom-
modated in the utility theory. Further, let us
assume a severely food-insecure community
of 100 inhabitants. From the selfish char-
acteristic of a rational human being, every-
one should try to satisfy their hunger. Let us
assume, the food basket of the community
can feed 50 inhabitants sufficiently. In this
course of action, however, instead of feed-
ing sufficiently 50 persons, they are happy
to sacrifice some food for others and suffer
from hunger. Such incidences indicate that
humans are not perfectly selfish, rather they
are altruistic.

Conclusion
Utility theory has a crucial foundation in
modern economics, and its importance is
ever increasing. Making every theory more
realistic is desirable, and economists always
try to do so. In the traditional utility theory,
it is assumed that every rational economic
agent — an individual — tries to maximize his
or her utility by consuming more and more
commodities under given budget constraints.
This framework assumes that a rational eco-
nomic agent is selfish, and that his or her
utility is only derived from the consumption
of goods and services. However, intuitively, it
is observable that although humans are ba-
sically selfish, but not absolutely. Further,
contrary to the traditional assumption that
utility is only generated from consumption.
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Nonetheless, it is observable that a ration- sacrifices would make the utility theory more
al individual is also generating utility from realistic. Additionally, this work will con-
voluntary sacrifices. Furthermore, sacrifices tribute to the teaching of basic economics.
from saturated or near-saturated individuals Similarly, it also contributes to the develop-
to less saturated would generate more util- ment of the neuroeconomics concept of util-
ity in society as a whole. Therefore, adopting ity preferences as well as the ethics of family
this theoretical framework of the utility of relationships.
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