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CONCEPTUAL ISSUES OF ACCOUNTING DEVELOPMENT
Abstract: Accounting as a science has a history of five hundred
years of development. During that period, the problems of accounting
were changed many times, which continues to this day. In current, the
beneficiaries of the accounting reports are not only interested in
financial information, but also in the publication of non-financial
information. In this regard, the problem arises to develop a
methodology, that would allow the introduction of a non-financial
information system within the framework of traditional accounting. The
article proposes new conceptual foundations for the integration of
financial and non-financial information systems. The methodological
approaches are presented, in which the financial and non-financial
results of economic activity are interconnected, combined with the
same dimension, and are accounted for on the basis of double entry.
Keywords: International Financial Reporting Standards (IFRS),
non-financial information flows, integrated accounting, reporting
system
JEL classification: M40, M41
Research aim: to Introduce conceptual provisions for the
integration of financial and non-financial information flows into the
accounting system.
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Research hypothesis: the traditional financial accounting system
creates opportunities to integrate non-financial information as well, if
a special methodology is used for that purpose.
Research novelty: introduced an accounting concept for
financial and non-financial information flows, in order to publishing
accounting statements, characterizing the efficiency of economic
activity companies.
Introduction
The origins of the science of accounting have been traced back to
Italy, with a proposal for a double-entry method by Luca Pacioli,
double-entry bookkeeping has become a systematic measure, in which
the information flows of the value results of economic transactions are
interconnected. To date, the principles of double-entry bookkeeping
have hardly changed; the "debit and credit" of accounts used in
practice seems to be the international language of financial accounting
- applied in all countries [1].
Of course, it is now assumed, that with the introduction of the
Block Chain system in the Internet environment, classical accounting
is gradually losing its position and may lose its practical significance
after some time [2]. This belief stems from the current situation, when
the introduction of "Smart Contracts" in the business sector into the
Block Chain system allows not only to record the results of economic
transactions, but also to coordinate them and present them to the
beneficiaries in closed reports. In this case, instead of double entry,
triple registration is applied to economic transactions, establishing
control over the information security of each interconnected block.
However, no matter how much experts claim, that the future of
accounting is the Block Chain system, it still cannot completely replace
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the current financial accounting used in business, as it does not have
the information disclosure and publicity required to prepare
internationally accepted financial statements, basis on the conceptual
approaches of the presentation [3]․
Research Methodology
International Financial Reporting Standards (IFRS) regulate
approaches to the preparation of published financial statements.
However, the emphasis is on the principles of financial information
presentation, and non-financial information is usually excluded from
the reporting system. This is mainly due to the financial accounting
framework, which includes the organization's assets, liabilities, equity,
income and expenses. And today, the business world is also interested
in non-financial information, so that assessments can be made not only
on the financial condition of the organization, but also on
strengthening competitive position, sustainable development opportunities, corporate interests, security issues, environmental and social
activities.
Of course, such information cannot be presented in financial
terms, which is currently the subject of discussion among theorists
about the possibility of including non-financial information in the
accounting system.
The demand for non-financial reporting has become a tradition
for companies, where financial information is supplemented by other
performance metrics that measure the effectiveness of the company in
achieving various corporate and social responsibility goals. The
integrated report shows, how the organization's strategic goals, their
performance lead to the creation of not only financial, but also nonfinancial values. Information user groups, such as employees,
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consumers, suppliers,

legislative bodies are interested in

receiving such accounting non-financial reporting [4].
Accounting System

Non-financial
accounting

Financial acounting

Financial statements,
published in accordance with
international standards

Unregulated information
notifications with different
reports

Conversion of financial
results in monetary terms
into coefficients of
measurement

Financial Vision Conversion
of non-financial results by
various measures into
coefficients of dimension

Uniform information flow accounting by
double registration

Business activity efficiency performance
reporting system
Figure 1. Proposed Conceptual Approaches to Accounting Development
Vision1

1

Created by author

9

Of course, the use of non-financial statements in the accounting
system is associated with a number of methodological and practical
issues. There is even an opinion, that only in the future it will be
possible to develop, adopt international standards, which will regulate
the issues, related to the preparation and submission of non-financial
statements, which will allow reporting on the basis of common
principles in different countries [5].
However, we believe, that the non-financial results of the business
can still be included in the field of accounting, even by integrating it
with the financial accounting information system. To this end, we
propose to implement the following conceptual approaches (see Figure
1).
To begin with clarifying the objectives of the financial results of
the activities of the organizations, linking them with the non-financial
consequences of the business activities.
Traditional accounting focuses on the financial side of economic
activity, with an emphasis on the results of business organization of
organizations. However, when the financial results of commercial
activities are correlated with the consequences of satisfying social,
environmental and corporate interests, there is an opportunity to
integrate financial and non-financial outcomes information into the
accounting system.
In addition, apply uniformity of financial and non-financial results
in the accounting system. If in the traditional financial accounting
system, the unit of measurement is the money, then in the nonfinancial information system it is not enough, as it measures the
characteristics of business results, such as time, job hours,
technological hazardous emissions, hazardous waste, etc. Therefore,
both financial and non-financial information must be presented in the
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homogeneous dimension, that we propose to construct using
coefficients [6]․
Furthermore, record both financial and non-financial information
in the accounting system by double-entry, opening special accounts for
them.
Naturally, the proposed accounts will operate outside the
traditional accounting system. And in order for information integration
of financial and non-financial productivity indicators to take place, the
results of economic activity converted into coefficients in the dimension
of homogeneous measurement will be recorded in the accounts by
double entry. This will enable the financial and non-financial
information flows to be present in a joint report.
In conclusion, to develop an organization performance reporting
system, reflecting not only the financial results, but also the nonfinancial consequences (environmental protection, increase

of

employees' welfare, satisfaction of corporate interests, strengthening
of partnerships, expansion of social programs, implementation of
public goals, market). strengthening competitive positions and etc.).
Such a report will allow information users to assess, which the
organization's financial interests targeted to the non-financial
purposes, that are no less important in the business environment.
Conclusion
The current financial accounting system, which is regulated by
international accounting standards, is currently unable to fully meet
the information needs of reporting users, as they make decisions based
not only on financial, but also on non-financial information. Therefore,
there is currently a need to develop an integrated system of financial
and non-financial information flows, which will be based on double
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entry in the accounting framework. In this case, the users of the
accounting reporting information will be presented with published
reports on the effective performance of the organization, which will
assess potential investors or current partners not only the commercial
results of economic activity, but also the non-financial consequences.
Therefore, we believe that the vision of accounting development should
be oriented towards the concept of integration of financial and nonfinancial information.
References:
1.
https://econ.wikireading.ru/10409
2.
https://mybiznescentr.ru/kak-blokchein-menyaet-ychet%D1%82/
3. Conceptual bases for preparing and submitting financial statements,
https://www.ifrs.org/content/dam/ifrs/publications/pdfstandards/english/2021/
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5. Zurabyan K., Aeksanyan R., Non-financial reporting as a type of
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THE ROLE OF INTEGRATED REPORTING IN THE
SUSTAINABLE DEVELOPMENT OF COUNTRIES
Abstract: This article is devoted to sustainable development of
countries, companies and how integrated reporting can contribute to
sustainability. The article presents the idea of integrated reporting, the
need for such reports, the global trends of integrated reporting and
its role in sustainable development. Business growth is tied to
sustainable development goals (SDGs) at a macro level and
contributing to SDGs helps to create long-term value. Especially in
recent years investors pay more attention to corporate sustainability as
it enhances business value, improves reputation, brand image and
operations.
Keywords: integrated reporting,

sustainable develop-

ment, non-financial reports, corporate sustainable development
JEL classification: M 42
Research aim: The aim of the research is to study intregrated
reporting as a factor that contributes to both the business environment
and sustainable development of countries.
Research hypothesis: It is assumed that in addition to the
national strategies, the activities and corporate strategies of
organizations towards stability and sustainability is of great importance
to achieve sustainable development goals (SDGs) globally.
15

Research novelty: In this research, we have highlighted the
connection between corporate sustainability, integrated reporting, and
global sustainable development goals.
Introduction
The problems that international community has faced in the
recent decades have led to the transition to a more transparent
reporting system known as integrated reporting. Integrated report is
a set of financial and non-financial statements aimed to inform
mission, policies, activities, and a number of other factors that may
affect the organiz

-term value

in the future. Though there is not a unified approach to the
classification and preparation of non-financial statements, it is
important that companies present non-financial statements in addition
to financial statements, making corporate social responsibility and
sustainable development part of their business, and promoting the
business world to a better quality level of reporting. The impact of the
company on its stakeholders involves risks and opportunities from the
financial side, particularly impact on financial performance and longterm prospect of the business. That is why, investors are increasingly
interested in non-financial information about the company.
Research results
The concept of sustainable development was first raised internationally in the report of the United Nations (UN) International

interpreted as developme
aspirations of the present without compromising the ability to meet
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, p. 39]. The UN Environment Program (UNEP)
was adopted in Stockholm in 1972 to coordinate international efforts
of environment protection. The need to discuss the concept of
sustainable development on the international agenda stemmed from
the relationships between poverty, inequality and environmental
degradation. The UN conference on environment took place in Rio de
Janeiro, 1992. At

Earth Summit , environmental protection was

accepted as integral part of sustainable development. "Agenda 21" was
adopted, a concept designed to review issues related to growth, social
justice, environmental protection. According to it, to achieve
sustainable development, environmental protection shall constitute an
integral part of the development process and member states shall
cooperate in a spirit of global partnership to conserve, protect and
[2, p. 4]. In August 2015,
the 193 members of the United Nations agreed on a single document
Assembly in New York on September 25-27. Though sustainable
development goals are not legally binding, countries are expected to
make commitments to achieve the 17 SDGs: 1. End poverty in all its
forms everywhere; 2. End hunger, achieve food security; 3. Ensure
healthy lives and promote well-being for all at all ages; 4. Ensure
inclusive and equitable quality education and promote lifelong learning
oppportunities for all; 5. Achieve gender equality and empower women
and girls; 6. Ensure availability and sustainable management of water
and sanitation for all; 7. Ensure access to affordable, reliable,
sustainable and modern energy for all; 8. Promote sustained, inclusive
and sustainable economic growth, full and productive employment and
decent work for all; 9. Build resilient infrastructure, promote
sustainable industrialization and foster innovation; 10. Reduce
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inequality within and among countries; 11. Make cities and human
settlements inclusive, safe, resilient and sustainable; 12. Ensure
sustainable consumption and production patterns; 13. Take urgent
action to combat climate change; 14. Conserve and sustainably use the
oceans, seas and marine resources for sustainable development; 15.
Protect, restore, and promote sustainable use of ecosystems,
sustainably manage forests, combat desertification, reverse land; 16.
Promote peaceful and inclusive societies for sustainable development,
provide access to justice for all and build effective, accountable and
inclusive institutions; 17. Strengthen the means of implementation and
revitalize the global partnership for sustainable development [3].
te strategies are also very important in
achieving SDGs. The concept of "corporate sustainable development"
first appeared in the scientific works of researchers J. Elkington and
M. Epstein. Epstein, a professor at Rice University, proposes a model
of corporate sustainability that views company stability as a reflection
of macro-level sustainable activities [4, p. 79-96].
Activities in sustainable
development

Business strategy

Results of
sustainability

Stakeholder
response

Cost-benefit assessment
Figure 1.

-96].

In the works of John Elkington, a famed expert on sustainable
development, the corporate stability is the result of the company's
successful response to the social problems that have become urgent.
During the 1st
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"restrictive" wave (1960-1980), society demanded that companies
reduce their impact on the environment. During the 2nd "green" wave
(1980-1990), social demand for companies expanded. Stakeholders
demanded to implement fundamentally new technological processes,
showing initiative, which would affect the company's competitiveness.
During the 3rd "globalization" wave (since 1990), active civil society in
various countries began to demand from the companies to integrate
globally into sustainable development [5, p. 90-100]. According to
futurist Wayne Visser, the sustainable development of a company
intersects with human development, corporate citizenship, social
responsibility, social justice, environmental management, ethics and
with stakeholder management [6, p. 384].
Since 2005, Corporate Knights (CK), Canadian research agency,
has compiled the

Global 100

annual ranking of companies with

revenues of more than $ 1 billion, based on the indicators set by the
agency. The evaluation methodology is based on the 21 key
performance metrics (KPIs), which relate primarily to resources, HR
and management, revenue, environmental and community impact,
female involvement, energy efficiency, waste management, innovation,
stability degree of the largest supplier and so on [7]. Performance
criteria are weighed and each criterion is associated with at least one
of the UN SDGs. According to the publication in 2021, the Top 5 stable
companies were the following: Schneider Electric SE (France), Orsted
A/S (Denmark), Banco do Brasil (Brazil), Neste Oyj (Finland), Stantec
(Canada). The companies were registered in 26 countries of the world.
Most companies were registered in the USA, Canada, France,
Germany, Denmark, Finland, Great Britain, Japan [7]. Though rating
is given to high-income companies based on public information, which
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is why we

consider it inclusive, but almost all the countries

represented have quite good positions in achieving the UN SDGs.
Integrated reports are a set of financial and non-financial
statements. General purpose financial statements are prepared in
accordance with International Financial Reporting Standards (IFRSs),
which set out different recognition, measurement and disclosure
requirements. Financial statements include statement of financial
position at the end of the period, statement of profit or loss and other
comprehensive income for the period, statement of changes in equity
for the period , statement of cash flows for the period and notes
(comprising a summary of significant accounting policies and other
explanatory notes) [8, p. 10-11].
In addition to this information, non-financial reports relate to
different aspects of the company's activities and impact on different
environments,

contribute

to

increase

in

transparency,

assist

stakeholders in decision making based on those reports and have
become more widespread in recent years. There is no global list of
non-financial reporting forms, as these types of reports are quite
flexible. However, we tried to separate some of the main types of nonfinancial reports. Thus, the report called "Management report" allows
the company's directors to present various comments on the financial
statements prepared in accordance with IFRS and other aspects of the
company's operations [9, p. 28]. The report may also provide
assessments, forecasts on the future activities of the company,
development prospects and is quite similar in nature to the "Strategic
report". The "Strategic report" refers to the company's ideology,
mission, vision, its goals, business model and adopted values. Strategic
report also presents the risks that may arise during the operation of
the company and the extent to which the company can manage them
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(Risk management). For example, the international professional
services organization EY presented its new strategic report in 2019,

that in the fast-changing world EY is also being transformed through
data and technologies adopting new global strategy that will help face
the new challenges and focus on innovation and collaboration [10, p.
4-5]. Strategic reports may not be published on an annual basis but
may be revised because of unforeseen circumstances (such as a
coronavirus pandemic).
Another non-financial report is the "Environmental report", where
the company mainly presents its environmental impact assessments,
risks and mitigation measures. The components included in the
environmental report are existing and possible impacts on the
environment, environmental risks, environmental policy, actions taken
by the company, brief descrpiton of environmental costs, the
environmental legislation within which the company operates, the
violations committed, and so on.
Among on-financial reports, the Corporate social responsibility
report has a special place. According to the Corporate Finance Institute
(CFI), Corporate social responsibility (CSR) refers to strategies that
companies put into action as part of corporate governance that are
for society [11]. There are many main aspects of CSR reports, such as:
Responsible attitude towards employees (transparency of recruitment
processes, promotion, training, qualification, employee evaluation,
termination procedures, working conditions, workplace safety, social
benefits and guarantees, corporate culture, non-discrimination and
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equal opportunities for all, etc.); Responsible attitude towards the
environment (reduction of pollution, replacement of non-renewable
resources consumption, energy efficiency, maintaining ecosystems,
mitigation of climate change, etc.); Conscientious business attitude (fair
competition, anti-monopoly and anti-dumping policies, fight against
corruption, fight against money laundering and terrorist financing,
active participation in the development of state policy aimed at
entrepreneurship promotion, payment of taxes, etc.); Responsible
attitude towards consumers (quality, non-hazardous products and
services, conscientious presentation of information about products,
adaptation of products for consumers with certain limitations and
problems), and so on [12, p. 12-14].
Above-mentioned reports are often summarized in a single
report, known as Sustainability report. Sustainability report presents
the impact of the company's activities on the economic, environmental
and social environments, i.e. it presents summary of the abovementioned reports, emphasizing the company's ability to create
sustainable environments.
There is no mandatory legal requirement for non-financial
statements in Armenia. The level of non-financial reporting remains
low in Armenia and is left entirely to the discretion of the organizations.
Unfortunately, no state body has been formed in our country to deal
with the implementation and control of integrated reporting,
professional discussions in this area remain at a low level. However,
recently there has been some activity. In particular, the specialists of
the Ministry of Finance of the Republic of Armenia participated in the
meetings entitled "Modern Trends in the Application of Integrated
Reporting" in Moscow on September 14-17, 2021. Within the
framework of the project, a Memorandum of Understanding was
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signed between the Association of Chartered Accountants (ACCA),
which will enable more effective cooperation with the institution in the
areas of accounting and auditing [13].
Conclusion
The issues of environmental management, sustainable development, and social policy have become increasingly important, especially
in recent decades, as human activities greatly affect the environment,
deteriorating its quality, leading to a number of problems that are vital
to humanity (biodiversity destruction, desertification, climate changes,
pollution of biological habitats, etc.). Apart from individuals, the
position of the business environment and organizations has a huge
importance in the protection of the environment, leading to the
inclusion of the directions and goals of the environmental strategy in
the process of business planning and organizing. In addition to the
environmental impact on the environment, it is important to consider
the impact of companies on community

Business

stability is a triple management process in which companies manage
their financial, social, environmental threats and opportunities.
Integrated reporting allows to combine financial and non-financial
aspects, providing more complete information to the users of reports
in the decision making.
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WORK: MONEY MOTIVE
AND THE MEANING OF LIFE
Abstract There is a huge amount of literature on the personal
significance and social role of human work. Theoretical aspects of the
relationship between man and work are reflected in philosophy,
religion, history, art, psychology, sociology, ethics, socio-political
projects for the reorganization of society on the principles of reason
and humanism.
are in the focus of attention of the theory and practice of management,
public administration, as well as a whole group of economic sciences.
Nevertheless, the relationship "work and man" is an inexhaustible field
of study, especially for the philosophical understanding of the vital
meaning of work. It is the philosophical approach that ensures the
integrity of the coverage of the phenomenon of work as a truly human
activity, the manifestation and development of its physical, intellectual
and spiritual forces. The holistic coverage of human work allows us to
avoid the methodological errors of segmentalist approaches
economism,

technocracy,

hedonism,

pragmatism

and

similar

interpretations of the essence and vital meaning of labor.
Keywords Human work, philosophical approach, attitude to
work, wage motive, personal concept of the meaning of life
JEL classification: A 13, O 15
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Research goals: To identify whether there is a relationship
cept of the
meaning of life? Here we need to answer the following questions: when
forming the meaning of life, what is the ratio of monetary and nonmonetary incentives to work?; does the motive of wages exhaust the
engaged in the so-called «Sisyphean labor»?; and if so, how could
Sisyphus be helped?; what is the role of technology?; artificial
intelligence

man's friend or competitor?

Research hypothesis: It can be a priori argued that there is a
mutual conditionality between the attitude to work and the personal
concept of the meaning of life. Obviously, the nature and content of a
orientations. It is to this evidence that the main theoretical
interpretations come, and again, socio-philosophical projects for the
reorganization of social life are built on this argument. But is the
meaning of life just a kind of mirror that passively reflects real life?
Perhaps this is partly true in the first stages of human socialization.
However, it seems to me that the personal concept of the meaning of
life in a mature person is already an active phenomenon itself, and in
work and, accordingly, the character of his work activity. This means
that it is possible and necessary to find a "golden mean" between
objective factors and personal characteristics of the formation of a
between the material and non-material components of work
motivation.
Research novelty: The idea is substantiated that it is necessary
to distinguish between the concepts of "content of work" and "personal
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meaning of work". The first concept reflects the objective quality of
concrete type of work, in particular, its saturation with intellectual
elements, the possibilities of a creative approach, and the real prospect
of personal and professional development of the subject of work. The
second concept captures how these objective characteristics are
refracted through the prism of the subject's personal perception. This
means that work is really meaningful (or can be recognized as such)
only through a subjective assessment by the performer of these labor
actions. Several conclusions follow from the distinction between these
concepts. After all, one cannot simply assume that the development of
the content of work automatically leads to higher employee satisfaction,
that is, labor acquires a higher personal meaning. The concept of
"work itself" is very attractive, but in practice the implementation of
this humanistic idea is distorted, in particular, when the motive of the
content of work is unreasonably opposed to the motive of wages. The
attitude to work as a sphere of creative self-affirmation and development of an employee not only does not negate the importance of the
wage motive, but also requires even more flexible application.
Moreover, even if work really becomes the first vital human need, the
motive of salary will not completely lose its motivational significance.
Salary is after all not only an economic reward for a certain quality and
quantity of work performed by a person. A fair salary is at the same
time an assessment of the professional dignity of an employee, a form
of social recognition of his status. This means that the salary, and more
specifically its size, validity (fairness, that is, commensurability with real
labor productivity), comparability with the salaries existing in a given
society inevitably affect the self-esteem of the individual and thus play
a certain role in shaping the personal concept of the meaning of labor
and life in general.
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Introduction
When studying the phenomenon of labor, a single object of
knowledge inevitably breaks up into different subjects of study of a
certain cycle of scientific disciplines. At the same time, in modern
science there is an integration of cognitive results. Thanks to this, the
philosophical approach has the ability to avoid purely speculative
conclusions and use experimental data and theoretical developments
in work economics, work psychology, work sociology, management,
conflictology and business ethics. In turn, philosophical generalizations
contribute to the methodological enrichment of these disciplines.
All theoretical concepts of the meaning of work can be
divided into four groups: natural-teleological, economic, ethical and
philosophical. According to the first approach, labor is a natural
necessity: it is through labor that people produce the necessary goods
of life. A kind of concretization of this approach is Aristotle's
teleological interpretation of the question, who, in fact, is obliged to
work, and who should be freed from labor. According to him, nature
itself arranged it in such a way (by endowing the slaves with a powerful
physique) that it was the slaves who worked, that is, labor was a slave
occupation, and therefore of little interest for theorizing.
The economic approach begins, apparently, with Plato's wellknown statement of the question of whether a wealthy artisan wants to
work, to which he answers that since a person works solely for the sake
of food, there is no need for a wealthy artisan to work. This is the
concept of "homo oeconomicus"

an economic man, who sees

exclusively economic meaning in a person's labor activity. The concept
was comprehensively substantiated in the views of the founder of
economic science, Adam Smith, while the practical implementation was
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Winslow Taylor.
Morality, as the oldest form of social consciousness, gives us a
very contradictory picture of labor as a certain sphere of human life.
For example, in antiquity labor was considered an unworthy occupation
for a free person, but it is known that professional skills and labor
successes were highly valued among the most artisans. In the
reassessment of the meaning of work, an exceptionally positive role
was played by the Christian concept of work as Adam's punishment for
disobedience to the will of God. In paradise there was no need to work.
Work arose as a punishment (although it is already dictated by future
sweat of your brow you will eat your food until you
-19).
There was a powerful motive for work: indeed, if the ancient slave
could see the reason for his own hard work only in the will of his
master, then the believing person is already much easier to obey the
will of the Lord. Plus, two factors: firstly, all living people are punished
without exception, and secondly, they will be rewarded in the afterlife:
heavenly pleasures for diligent work, hellish torment for laziness.
Philosophers have always placed above the labor activity of a
person his reflection, speculative or aesthetic attitude to the world.
Therefore, the philosophical understanding of the problems of work
really begins only when a different, active attitude to the surrounding
reality arises. The bearer of a new attitude to the world and,
accordingly, a new ideology was the third estate of feudal society. The
wealthy artisans, merchants, people of free professions, having begun
a struggle with the ruling class of the aristocracy for political power,
-

31

ship or title, not by the antiquity of the merits of his family, but by what
he achieved with his own work - wealth, recognition, fame, etc.
And here in philosophy begins a radical change in attitude to the
problems of human labor. Helvetius argues with Plato: look, he says,
how many wealthy artisans continue to do their job and leave it with
these people is something more than just making money? But Helvetia
also has an objection in the Bible: when a person experiences joy in
work, gets pleasure, overcomes the boredom of inaction, is this really
a punishment for him? Or, on the contrary, is it a divine reward?
At first glance, these four areas of theoretical thought have
mutually exclusive worldview foundations, but within the framework of
a scientific analysis of modern problems of the meaning and social
significance of human labor, they complement each other to a certain
extent.
Research results
The methodological basis of the socio-philosophical study of the
problems of managing the labor behavior of a person is the
clarification of two interrelated concepts labor, because in the broadest sense of the word, some types of
animals als

telligence have far

surpassed the production indicators of human labor, not only in terms
of physical actions, but also intellectual operations. Nevertheless, only
a person is concerned with the nature of meaningful actions, only he
consciously seeks a goal, and only he suffers from the meaninglessness
of work (as well as life in general). And let's not forget that wages also
concern only a person, serve as one of the motivators of his labor
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activity, and sometimes act as the best compensation for the forced
performance of monotonous, meaningless work.
Both labor activity in general and the whole set of problems
associated with the motivation of work, and, in particular, the use of
money as a motivator, sometimes both in practice and in the literature
get too simplified an interpretation: work is just an activity for the sake
of getting money, money is only a means of acquiring consumer goods.
However, work and money are intertwined in a much more complex
system, creating many different and not always clear combinations
within the framework of the integral life concept of each person. A
huge number of publications on the philosophy of work confirm what
has been said, and regarding the essence and vital significance of
money, I will give the following opinion of an econo
practical level, but in its essence and na
definition of money in economics, or at least of the uses of money, as
serving a triple function: a store of value, a medium of exchange, and
a unit of account. But the real uses of money are more mysterious than
p. 37].
ception of
the meaning and meaninglessness of his own work. According to Greek
mythology, Zeus punished Sisyphus because he deceived Hades, the
god of the underworld, and fled from there. The punishment of
Sisyphus is the lifting of a huge stone from the foot of the mountain to
the top, and the very last moment, when he reaches the top a little, the
stone rolls down, and Sisyphus must start all over again. Apparently,
the great and omnipotent god was also a subtle connoisseur of human
nature. After all, he could choose any other punishment. Indeed,
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history knows a huge number of the most sophisticated punishments
and tortures. However, as the same story shows, a person can endure
all this. But he is not able to withstand the meaninglessness of what he
does every day, or rather; the awareness of the complete
meaninglessness of his work is incompatible with the normal human
psyche. Sisyphean work is a death sentence for the normal human
psyche. Actually, Sisyphus himself could not have endured such work:
he would either go crazy or commit suicide (if that's possible in the
afterlife).
Some authors associate the suffering of Sisyphus with the futility
of his work. Indeed, the essential characteristic of labor is its
productivity, that is, the creation of certain material or spiritual
benefits. But the uselessness of work and its meaninglessness are
different phenomena from the point of view of personal perception of
reality. The simplest example: a person can do any useless, provided
psychotherapist. The objective characteristic of such labor is its
uselessness, thus, a completely acceptable personal meaning is
reincarnated

material reward.

Man is a creature that seeks meaning in everything and, above
all, the meaning of his everyday work and his whole life [1; 2; 5; 10].
This is the essential characteristic of Homo Sapiens. And since this is
so, it seems to me somewhat amusing to offer him this property of his

12 rules, but the most important rule, which includes all the other
rules. In addition, meaningfulness and expediency do not always
contradict each other: in any case, they should not be so sharply
contrasted.
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The Christian concept of work as divine punishment offers a
different solution: the reward awaits the believer in the other world. In
fact, labor remains a punishment regardless of the nature of this
activity: the content of the labor process, the amount of material
reward, the professional attitude of the subject to his own activity, the
possibilities of his personal development. Since work is justified as a
punishment, which is the main meaning of work, then the first
behavioral requirement is to work submissively and with love,
regardless of the content side of labor itself as a human activity. The
main contradiction of the Christian concept of the meaning of
labor is the impossibility of a normal person to really love his punishment. After all, punishment is imposed on us, dictates its will to us
from the outside; a normal person always seeks to escape punishment,
but in no case fall in love with him. Loving punishment is a form of
psychological pathology, for example, a manifestation of the
masochistic inclinations of a person. And the punishment itself ceases
to be such if a person is able to rethink it.
Here I, perhaps, would venture to formulate a certain regularity:
from the fact that for a particular person work in general is a
meaningless occupation, it does not directly follow that for him life
itself is just as meaningless, meanwhile, the feedback is different: if a
person has lost the meaning of life, then any work, the most
meaningful, intellectual, creative, is also meaningless for him. In the
first case, the need for labor activity is justified (in fact, comprehended)
through monetary compensation, in the second case, if we seek to
somehow influence the attitude of the individual to work, we must first
be able to change his concept of the meaning of life.
workaholism
discussed in the literature, there are positive assessments of the
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nagers. But the
a
work, the whole meaning of life comes down to incessant work, this
denies all the richness of the manifestations of human life.
Let us turn to Viktor Frankl concept of three possible ways to
overcome the "existential vacuum", that is, to reacquire the lost
meaning of life by a person. (Let me remind you that the author
managed to survive in the Nazi camps, so the loss and gain of the
meaning of life for him is not just a scientific interest). The first way is
through understanding what a person gives to life: first of all, work,
creativity, offspring, helping other people, etc. The second way is
through understanding what a person receives from life: reward,
pleasure, recognition, love, etc. The third way is through a person's
attitude to his own destiny, especially to the state when he is not
deprived of the opportunity to give and receive something from life
[5].
The latter is the state of Sisyphus: he is unable to give or receive
anything from his meaningless activity. He does not receive a salary,
he cannot hope to be in the Guinness Book of Records, and no one
admires him, no one pities him. But there is a third way: he can change
his attitude towards what he does. Nobly and with a sense of dignity to
bear their punishment, will not break before Zeus, thereby radically
changing the meaning of their endless labor.
In the light of what has been said, the position of the person who
directly declares that he is interested only in the material side of labor
seems to me much more honest. Labor in itself has no special content
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asking him concerns the limits of his material aspirations: how much
Of course, this is also pathology, when the subject of work is
absolutely indifferent to the very process of work, and, following Karl
Marx, can call this phenomenon "alienation of work". According to this
concept, a person's own activity becomes alien to him and dominates
him; and the cause of all this is the condition of the wage-worker, the
capitalist exploitation of work. But Marx's explanation leaves aside the
personal aspect of this situation, or rather considers the self-alienation
of the individual only as a consequence of socio-economic relations.
However, the indifference of the subject of work to the content of his
own activity may also be the result of a person's conscious attitude to
labor in general. Maybe for a particular person, due to his character,
upbringing,

inclinations,

value

orientations,

the

center

of

understanding life is not in the sphere of work, but in leisure,
pleasures, entertainment and free pastime. Such a person, if forced to
work, will consider his work only as a means of ensuring the material
possibilities of his functioning in other spheres of life.
Most people do not want to think about work, said Henry Ford,
they prefer monotonous work (although for him, as he admits, this is
a real punishment)

the doing of one thing over and

over again and always in the same way

is a terrifying prospect to a

certain kind of mind. It is terrifying to me. We could not possibly do
the same thing day in and day out, but to other minds, perhaps We
might say to the majority of minds, repetitive operations hold no
terrors. In fact, to some types of mind thought is absolutely appalling.
To them the ideal job is one where the creative instinct need not be
expressed. The jobs where it is necessary to put in mind as well as
muscle have very few takers

we always need men who like a job
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because it is difficult. The average worker, sorry to say, wants a job in
which he does not have to put forth much physical exertion

above

all, he wants a job i
Moreover, such a desire for some people becomes an internal need:
establish something in the way of a routine and to make most motions
purely repetitive, otherwise the individual will not get enough done to
(Hence, by the way, it
follows that the creation of assembly line labor is a great boon of Henry
Ford).
Of course, the environment and the individual are in dialectical
interaction, and again, here one must follow the lo
ning of primary socialization,
a blank board on which society can write
everything, what he considers necessary. But, on the other hand, a
person, as a personality, cannot be absolutely free both from the
formative influence of the environment and from the behavioral requirements for oneself imposed by the same environment.
Mistakes of the first type were committed in the Soviet Union,
during the restructuring of public life on socialist principles, especially
during the period of "the full-scale construction of communist society."
m each according to his ability, to each
laimed, in reality, the egalitarianism
(as rough equalization) prevailed (after all, they were paid not
according to actual work, but according to the position occupied), the
restriction of personal initiative (if not considered as such absurd statements about readiness "fulfill the five-year plan in four years, or even
three years initiated by the party elite), a ban on any manifestations of
personal interest. Any desire of an individual to earn more than his
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salary, if not crossed in the bud, was considered indecent behavior of
with an appropriate attitude to work. The ethno-cultural characteristics
of other nations, with their different attitude to work and earning
money, were considered incompatible with socialist morality. That is
ed poverty.
Except for the top of the party bureaucracy (provided with special
services), all Soviet people lived equally badly, because they had no
legal opportunity to earn more by their own labor. And they were
hardly inspired by the statements of ideologues and propagandists that
during the construction of com
themselves were so inspired by this prospect that from the beginning
of the 80-s of the last century (that is, exactly ten years before the
complete collapse of the Soviet state), some sociologists seriously
argued that the Soviet person was already half working for money, for
the other half supposedly works for the sake of work itself, work as its
main vital necessity.
The motivational role of the monetary factor and its share in the
formation of the personal meaning of life have changed qualitatively in
post-Soviet societies with the beginning of the process of their
transformation from a centralized economy to free economic relations.
Shock therapy led to the fact that these societies formed what is
commonly called "wild capitalism".
The advantages of the socialist organization of life (for example
full employment, free education and health care, state care for mother
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members of a socialist society), an ugly centaur turned out. Socioeconomic stratification of society, polarization of wealth and poverty,
unreduced unemployment, boundless corruption, merging of the
economically and politically dominant elite with the criminal elite,
permanent crises, excessive commercialization of education, science
and art, a tendency to establish authoritarian power. A phenomenon
higher education are forced to engage in unskilled types of work for
the sake of a piece of bread.
Naturally, under these conditions, the money motive not only
comes to the fore, but also becomes an exaggerated motivator. All
other moments of human work fade into the background, all the
richness of human needs (all five levels of their hierarchy according to
Abraham Maslow

confidence in the future, respect, affection,

development, self-realization) are reduced to the level of purely
physiological survival needs. The significance of work itself as a purely
human activity is almost irrelevant: a person works solely for the sake
of money. Accordingly, the coverage of the life concept of the meaning
of human life is compressed.
This is a real work crisis. Not just a crisis of motivation to work,
but a crisis of work itself as the main sphere of manifestation and development of immanent human qualities, as the most human

as a whole successfully manage to mitigate acute socio-economic
problems, therefore, ideologists quite reasonably build models of
societies, rather, they force, on the contrary, to remember the author
of Capital and remind other
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gan to

humanization of work

spread widely since the mid-1970s, as well as many practical measures
for their implementation, can be considered a kind of technological
solution to the problem of meaningless labor.
Many new theories of motivation have emerged. Briefly, the
essence of the new approaches is as follows. Under the Taylor or Ford
system, it was believed that a person, as an employee, was already
initially motivated, and his only motive was this wage, therefore, this
motive must be used, directed to the realization of the goals set for
him. Nowadays, advanced managers set themselves the task of
management of the entire wealth of human needs, the allocation of an
actual need for a specific person and the use of this need for the most
effective impact on the labor activity of an employee.
It became ge
propriate
job enlargement
job

job rotation

lexible working hours

self-managing work groups

reation of

etc. [9].

is hard to say: purely abstractly, of course, the wor
choice and the field of creative activity are expanding. But the worker
is at the same time a member of society, a citizen of the state, so that
"industrial democracy" is not only not equivalent to social democracy,
but may even come into conflict with it.
In general, it must be said that the development of modern
technologies has created a paradoxical situation: if in the field of work
activity, the latest information technology, automation and robotization
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contribute to the liberation of a person as a subject of work, then in
society as a whole, the opposite phenomenon occurs

technical means

increasingly serve the purpose of limiting individual freedoms,
comprehensive control over his life.
The fundamental solution to the relationship between the man of
labor and his technical means was given by the founder of cybernetics,
Norbert Wiener: "For a man

human, for a machine

machine."

Theoretically, it sounds convincing, but in practice the main question
clear that there is no third party, and the border is determined by the
human himself. But doesn't man succumb to the temptation to put on
the shoulders of machines what he himself must do? After all, it is
obvious that with the development of various technical means (labor,
leisure, games, entertainment, communication, etc.), a person
gradually gets used to technical comfort.
Russian futurologist Zakaraya Arti states the inevitable metamorphosis of Homo Sapiens in a comfortable technical environment:
nkind succumbed to the
evolutionary temptation and slid into the dead end of Homo
Commodum, a convenient human being.... It all started at the moment
when a person accepted the philosophy of the instrument and became
16].
Indee
allows you to create more and more powerful technical means, and the
ability to use them beneficially, in other words, between the mind of
always far better at inventing tools that using them wisely. It is easier
to manipulate a river by building a dam across it than it is to predict
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all the complex consequences this will have for the wider ecological
system. Similarly, it will be easier to redirect the flow of our minds than
do divine what it will do to our personal psychology or to our social
We remember that at the beginning of the industrial revolution of
the early 19th century, the luddite movement arose: the use of machine
technology in production deprived a lot of people of labor and
earnings, so they began to smash machines and equipment. No matter
how retrospectively we evaluate this movement, it also included the
protection of a person from encroachment on his labor and his right
to monetary reward. Now, and even more so in the near future, artificial intelligence is able to abolish a number of professions, but
disturbing opinions are barely audible in the choir of enthusiastic adherents of artificial intelligence.
We would like to express confidence that a balanced approach will
prevail, that a person will be able to maintain his position as a creator,
and artificial intelligence will always be his faithful assistant. Man, and
mankind have a path to a healthy future, to salvation, an opportunity
to get out of the temptations of economic, technological, hedonistic,
pragmatic and other (possible) dead ends. This way is the true
philosophy of work. First of all

awareness of the human essence of

work, respect and love for work, the desire for creativity in work and
a worthy reward for work achievements.
Conclusion
The personal meaning of life is formed under the influence of
many circumstances, among which the attitude of a person to work is
of exceptional importance. In turn, the concept of the meaning of life
formed in a person to a large extent predetermines the attitude of a
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person to labor activity. Such a dialectics explains why objectively
meaningful, creative work causes labor enthusiasm in one person, and
completes indifference in another. The same relationship exists
between the motive of wages and the work activity of the individual. It
is important to und
other. The remuneration must be fair: this applies both to the case
when a person is aimed solely at money, and the focus on the very
content of l
physical working conditions, a favorable interpersonal atmosphere,
and so on. Nowadays, the modern technical environment has a dual
effect on a person's understanding of his own work and life in general.
Technique and technology, especially artificial intelligence, can make
human work truly a sphere of free realization and unlimited development of human abilities, but they can also deprive a person not
only of freedom in work, but also of work itself, as the most
characteristic activity for a human being. The choice is still up to the
person, as long as there is a possibility of harmonizing relations
between the person and the world of technology, provided that the
person himself is able to realize and appreciate the meaning of work
for the realization of a full-fledged human life.
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ISSUES OF ORGANIZING HIGHER EDUCATION OF
ACCOUNTANTS
Abstract: As one of the oldest professions in economics,
accountants are still competitive in their skills and abilities and are
always in demand in the labor market. Moreover, this profession is
constantly evolving, presenting not only in the fields of finance but also
in the fields of management, taxation, and strategic accounting. At
present, more than 12 higher education institutions are training
accounting specialists in the Republic of Armenia. However, the
question arises, as to how competitive the educational programs are
implemented, how effective the management of accounting education
in universities is. The article presents the shortcomings of the
implementation of accounting educational programs in RA universities,
on the basis of which suggestions are made for the effective
organization of higher education for accountants.
Keywords: Educational programs, skills-based education, the
combination of practical-theoretical study, accounting education
JEL classification: M40
Research aim: is to identify the existing gaps in the accounting
programs implemented in the field of accounting, to propose new
approaches aimed at defining the priorities for training highly qualified
accountants, considering the provision of theoretical knowledge,
practical skills, lifelong learning role, and IT development.
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Research novelty: conceptual approaches to the organization of
higher education of accountants based on professional skills were
proposed.
Introduction
The profession of an accountant is one of the most popular and
demanded in the framework of educational programs implemented in
the field of economics. The modern business world is in great demand
for highly qualified accountants. Moreover, the social significance of
the profession plays an important role. The protection of the interests
of economic entities, state bodies, shareholders, investors, and other
market participants largely depends on the level of accountant
qualification, following the ethical norms of accountants (auditors). The
implementation of quality accounting and auditing largely determines
the foundations of information and the economic security of the
country. The training of highly qualified accountants is one of the most
important tasks of the modern education system.
Contrary to popular belief, modern accounting has entered the
field of blockchain technology, so it does not rule out that in the
foreseeable future it may become a secondary profession, even
disappear [1]․ The use and digitalization of information technologies
have made significant changes. Accounting in the profession in the last
decade, facilitating the professional activity of accountants using some
tools. The companies, that developed these tools are arguing that
automation will completely drive accounting out of the job market. It is
time to end this debate. A qualified accountant is a business consultant,
who solves problems that information technology simply can not and
will never be able to solve on its own. Technology has an important
role to play in raising the level of accounting, but there are clear
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limitations to its use. No software package can replace financial
prudence, critical thinking, and trusted advice from a professional
consultant.
It is another matter, that there is a need to review the accounting
teaching approaches in universities, using the most modern
educational mechanisms, that will meet the dynamically changing
demands of the labor market, maintain the competitive advantages of
the accountant in the labor market. Also, it is important to pay special
attention to internationally recognized accounting qualifications, which
currently have a great impact on the accounting position in the labor
market.
Literature Review
The problems of accounting training area in the center of
attention of both domestic and foreign scientists, researchers.
Conceptual-organizational

approaches

to

the

formation

and

development of accounting education were discussed by V.G Getman
[2], Y.V. Sokolov [3], in the works of Sheremet [4]. Issues related to
the development of new generation educational programs, changing
the content according to business requirements were discussed in the
researchers A.N. of Romanov, O.M. Ostrovsky, V.V-Kovalyov [5], in the
scientific works of N.T Labintz [6], L. I Khoruzhi [7]. The researcher
also has made a certain contribution to the development of accounting
education, noting that a new modern educational system is being
developed in the field of accounting education, which serves to acquire
personal knowledge and ensure the continuity of education based on
technological and pedagogical innovations. Lapshina [9] referred to
the introduction of innovative technologies in the field of accounting
education. She formulated the innovative paradigm of modern
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accounting education, which includes target, content, organizational
and methodological components.
Certain aspects related to the training of accountants have been
considered in the works of foreign authors as well. ․ Sugahara survey
conducted by identified the main factors influencing the convergence
of national accounting education

systems, mainly using

IES

(International Education Standards) in accounting education strategies
(S. Sugahara, K. Watts) [10].
Theoretical and practical approaches to the formation of a global
model influencing accounting education have been proposed by
Mourning, Q ․ Wetti, A. Abideran, L. Pereira [11]. They discussed the
need to introduce JES (ISO) in the accounting system, which will ensure
compliance with global accounting education and under international
professional quality standards.
A study on the continuity of accounting education was conducted
by Helliar [12]. Despite the fact, that accounting education is formed
in a particular country under the influence of national peculiarities, as
the author notes, it is still necessary to consolidate the national
accounting and education systems, and to create a unified global
model.
With all due respect to the significant contribution of the abovementioned researchers in solving this problem, it should be noted, that
the formation of an educational trajectory of accounting education that
corresponds to modern realities is still insufficiently studied. In
particular, the introduction of a common European education system
requires certain methodological, structural, and organizational
development aimed at continuing education throughout life, adapting
the educational process to the needs of employers.
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In this regard, there is an objective need to continue the research,
which

comprehensively covers the

theoretical,

practical,

and

methodological problems of higher education of accountants, taking
into account the modern challenges.
Research Methodology
Nowadays, the training of accountants is carried out in different
dimensions of the organization of education.
First of all, it is necessary to understand, how higher education
institutions can continuously integrate the skills due to changes in the
profession of accountant into accounting education programs, given
the fact, that they are already equipped with the required courses. How
do the processes of substantial slow-complex curriculum change in
higher education affect the ability to develop skills in demand in a
timely manner? Are our academic staff motivated and capable of
teaching these skills?
Studies show, that in international practice, the training of
accountants also takes place in the non-formal education system. The
ACCA (Association of Chartered Certified Accountants) system, which
provides non-formal accounting education at three levels, is
widespread in Europe. ACCA is a global professional association, that
provides international qualifications in the field of accounting and
auditing. The qualification is accepted by the European Union member
states in about 179 countries around the world. The professional
qualification covers all areas of business, financial reporting,
management accounting, taxation, auditing, law, as well as business
ethics. To qualify, you must pass 14 professional exams in English and
have relevant professional work experience.
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In the United States, accountants are trained by The American
Institute of Certified Public Accountants (AICPA) by issuing CPA
Certificate (Certified Public Accountant) and an H&R Block tax
reporting institution. Qualification exams are held in 55 states of the
United States, there is no centralized body, and requirements in each
state and Licensing procedure may be slightly different.
About 208,600 ACCA graduates, currently members of the
Higher Education Association, are currently receiving non-formal
education [13]. Graduates of H&R Block already number around
170,000 in the United States, working in accounting, tax reporting for
individuals, and legal entities. The members of Certified Professional
Accountants (CPAs) in the United States currently comprise about
40,000 people, with non-formal vocational training, auditing, and
advanced financial consulting [15]․
Bachelor's and master's degree programs in accounting are
implemented in 12 state and non-state higher educational institutions
in the Republic of Armenia. Which, however, does not prevent the
provision of non-formal accounting education services in our country
as well. The latter are specialized services; at the end of short-term
teaching courses, the student is provided with certificates of
accounting skills. According to various estimates, about 350 students
in RA receive accounting education in these institutions annually. Of
course, at the same time, the secondary, especially higher education
institutions of the Republic of Armenia carry out bachelor's and
master's degree programs in the field of "Accounting and taxation",
which have a significant share in the admission of applicants.
Therefore, in such conditions, it is necessary to organize higher
education of accountants in such a way that it becomes competitive
with both non-formal education and university education systems.
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As a rule, non-formal education, in contrast to university
education, is carried out in a relatively short period of time, and at the
same time does not present special requirements for entrance exams.
Therefore, the question arises whether it is not possible to reduce the
curricula of accountants in universities, to target them mostly in the
practical field.
Studies show, that in many Western universities, bachelor's
degree programs in accounting are implemented in three years, and
master's programs in one and a half years [16]․ However, in such a
short period of time, special requirements are set for the organization
of education. In particular, accounting, being considered a highly
applied profession, requires adding a component of student practical
work to its curriculum. In this case, the universities attach the students
to the existing accounting offices during their studies, where they
work, gain experience and receive a salary. Consequently, university
classes are reduced, supplemented to some extent by the student's
years of practical activity, combining the academic field with teaching.
Significant changes are expected in the accounting profession
over the next three decades, to which professional organizations, their
members,

and

educational

institutions

must

respond.

First,

accountants will use more sophisticated, smarter technologies to
improve their traditional way of working; these technologies can even
replace the traditional approach. Smart software systems (including
cloud computing) will support the trend towards outsourcing services,
greater use of social media through smart technology will enhance
collaboration, engagement with a "wider range of stakeholders".
Second, continuous globalization will create more opportunities
and challenges for members of the accounting profession. While
globalization encourages the free flow of money from one capital
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market to another, the intensification of foreign outsourcing activities,
the transfer of technical and professional skills, will continue to pose a
threat to local issues (through different cultural, financial, and tax
systems). US, EU, Australian accounting firms provide services to India
and China to minimize costs, which will create employment shifts in
the West's accounting sector. Third, the increase in regulation and
related disclosure rules will have the greatest impact on the profession
in the years to come.
In general, in order to increase the competitiveness of educational
institutions training specialists in the field of accounting education, as
well as to face the acute challenges, it is necessary to apply the
"university-employer" interconnected learning model, which assumes,
that the student will spend part of the academic week at the university
and the other part at the accounting office (see figure 1). In this case,
the curricula are substantially transformed; the center of gravity of the
learning is transferred from the theoretical to the practical sphere.
Therefore, teaching is aimed at acquiring professional skills, the
measure of students' progress is based not on the assessment of the
exam, but on the fulfillment of the assignment given by the university,
which should be considered as a competitive advantage, encouraged
in the future workplace.
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Procedural
assessment of
professional skills

Targeting to
practical laerning
curricula

organization of
skills-based
education

Combination of
theoretical and
practice learning

Figure 1 Cycle of improvement in the organization of higher
education for accountants2

Generally, the organization of education based on abilities has
always been referred to in professional literature. However, this
educational system also has its organizational complexity, especially in
large academic groups and student streams. As a rule, in practice,
there are difficulties in attaching students to employers from the
beginning, in controlling the learning outcomes of each during the
study. However, the efficiency of this process increases significantly
when the existing experienced accountants take part in the revision of
the curricula, the content reforms of the curricula, which is not yet
observed in our reality.

2

Created by author
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The organization of skills-based education is done in a number of
steps. The first step is to determine, what abilities the student will
acquire at the end of the education, according to which a study plan is
made. To this end, the efforts of all education beneficiaries are
consolidated with the aim of generalizing the "knowledge + skill +
ability" components in the acquisition of specific professional skills.
And it turns out that academic programs are built not on the learner's
professional knowledge, but on the acquisition of the learner's abilities
[17]․
Conclusion
Thus, the ways to improve the higher education of accountants
should be presented in the following chain: procedural assessment of
professional skills, targeting of curricula in the field of practice,
organization of skills-based education, a combination of theoretical
training and practice.
First of all, it is necessary to sharply emphasize the component of
practical work in the current curricula, unloading the educational
curricula from theoretical materials, which is done in the case of
organizing non-formal education.
Second, during the years of study at the university is coming
necessity practical activity outcomes, when the results of the student's
university attendance are combined with the specific tasks he/she
performs in the workplace. In this case, the curricula do not include
weeks of special experiences, but instead, from the beginning first
year, practical activity days are provided, which are formed in each
semester of study.
Third, the implementation of skills-based education is used, when
the student's progress is assessed not by the expression of the acquired
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knowledge, but by the ability to perform specific practical tasks, thus
making measurable the student's ability to work in the accounting
profession.
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ABOUT THE MOTIVATION OF FINANCIAL LITERACY
Abstract: Ensuring financial literacy is not only of personal, but
also public importance, which is why it is always under the care of the
state. Thus, the Central Bank of the Republic of Armenia is taking many
measures to increase the

financial literacy, so that

individuals can prevent as much risks of their financial transactions as
possible, be guided in making investment decisions, and be informed
about their financial rights and obligations. Additionally, the Central
Bank of Armenia has developed a National Strategy for Financial Education, which continues to be implemented. Despite these measures,
however, no actions are taken to motivate the population to become
financially literate. This article presents specific suggestions for a
centralized assessment of an individual's level of financial literacy,
which can be used as a motivation tool throughout life.
Keywords:

Financial literacy, individual financial capabilities,

financial behavior, financial literacy assessment, lifelong motivation
JEL classification: M3
Research aim: clarify levels of financial literacy and evaluate their
performance indicators
Research novelty: proposed the launch of a centralized financial
literacy register, which provides an opportunity to assess the
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correlation between an individual's level of financial literacy and their
financial behavioral outcomes.
Introduction
Good management of personal finances is a key skill in the
modern world. All areas of everyday life, regardless of education, age,
social status etc. relate to finance. Thus, the management of finances
is one of the most important skills in the organization of life and
improvement of personal well-being. Expanding the range of
accessible financial services provides people with more opportunities.
However, there are still risks that both existing and potential new
consumers may not perceive. Increasing financial literacy and
providing sound financial advice will allow more people to take
advantage of new financial opportunities while still avoiding risks that
they may not have otherwise known about or understood.
Financial literacy comes from a combination of knowledge, skills,
attitudes, and behaviors that allow people to make informed and
responsible financial decisions, aimed at ensuring individual financial
well-being [1]. While specific definitions for what it entails vary, most
(including the definition used for this paper) are generally consistent
with the OECD definition of financial capabilities. Improvement in a
skills is beneficial for most, if not all
parties - helping people create a better future for themselves and their
Financial education also helps to prevent financial fraud teaching
people to detect and avoid it. Despite these benefits, there are still
difficulties in spreading financial literacy among the population, due to
both methodological and organizational issues.
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Research Results
The ability to manage personal finances well is a vital skill and
component of the economy that effectively promotes economic and
financial stability, in addition to the well-being of individuals and
families. Research has shown, among other things, that many do not
enjoy the benefits of financial services. Others borrow without
calculating their own income and expenses, and later find it difficult to
repay their debts

another product of poor financial planning [2]. In

recent years, the availability of quick and easy loans requiring only
passport data from the borrower has increased significantly leaving
many people vulnerable to the deceptive but tempting offer of easy
money. Thus, they often accumulate debts, leading to problems with
interest or principal repayment.
Increasing people's ability to manage their personal finances will
improve their quality of life. Those who are financially struggling are
often the most vulnerable to scams and fraud and thus financial
education will allow them to use their money as well as possible to avoid
accumulating too much debt, manage any already existing debt, avoid
unnecessary expenses, or take risks. Those who are financially stable
will benefit from financial education to become more competent at
managing their personal finances effectively, for example, by making
savings, investing wisely, managing risks (for example through
insurance), and avoiding financial fraud.
Financial education has been addressed by many reputable international organizations, highlighting its importance for the common
good of the individual and the state. For example, strengthening
financial capacity, including financial education, consumer protection,
and the Organization for Economic Co-operation and Development
(OECD) has been identified as a priority for public development [3].
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The Central Bank of RA, with the support of the Savings Banks
Fund for International Cooperation (SBFIC), financed by the
Government

of Germany conducted The

Financial Capability

Assessment (FSF) survey, which measures the financial capabilities of
the population of Armenia in 2019 [4]. The FSF survey revealed that in
2019, Armenia's financial capacity index is 46.8%, increasing by 2.3
percentage points since 2014. Nevertheless, Armenia remains in the
group of countries with medium financial capacity. Some of the main
findings of the survey include that the index is:
- Slightly higher among men (47.7%) than women (46.3%).
- Slightly higher among the urban population (47.5%) compared
to the rural population (45.3%).
- Significantly higher among young people (51.1% in the 18-25 age
group) compared to the elderly (40.5% in the 60-year-old age group).
- Higher among those who study or have received higher
professional education (56.8% in the group of persons with higher
professional education, 39.3% in the group of persons who have no
education or have primary education).
- Largely correlated with the level of income (56.5% - those with
a monthly income of more than 350,000 AMD

45.0% of those whose

monthly income does not exceed 100,000 AMD).
- Relatively low among the unemployed (40.1%).
As expected, respondents are more aware of relatively simple
financial instruments and services than the more sophisticated rare
services. The surveys show that 47.0% of respondents are aware of the
functions of the Financial System Mediator. Similarly, 37.4% of
respondents were unaware or struggled to answer about the functions
of the Deposit Insurance Guarantee Fund in Armenia, and many
respondents were not aware of the level of the Deposit Guarantee
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threshold in Armenia. Furthermore, 92.1% of respondents stated that
they avoid tempting offers from unknown sources despite low
awareness of various forms of financial fraud or warning signals.
Financial well-being can be defined as a situation in which a
person can cover his current expenses, has a sense of security towards
his financial future and is free to make choices that help him enjoy life
[5]. As a rule, financial well-being is directly related to financial
literacy, which is why a National Financial Education Program has been
developed in Armenia, outlining the dynamics and predictions of
financial ability indicators for the 18 and older population (see table 1).
As shown in the table, the Armenian government predicts positive
trends in the improvement of personal financial literacy and
capabilities of this population. However, the question arises in how
these positive developments will take shape.
Table 1. Dynamics and prediction of financial ability indicators (%) for
the 18 and older population [6]

Indicators of financial
ability
Apply macroeconomic
insights to personal
finance management
Personal and Family
budget management
Savings and Long-term
management
Loans and debt
management
Protection of own
financial rights

2014

2019

2025

2031

2037

39,2

42,7

45

50

60

46,1

50,5

55

60

70

33,7

41,0

45

55

65

45,1

46,2

50

55

65

57,7

56,3

60

65

70
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It should be noted that the "Financial Education at School"
program was launched in 2014 as a result of cooperation between the
Ministry of Education, Science, Culture, Sports and the Central Bank
of Armenia. The goal of the program is to provide financial education
not only for students but also for their family members. Topics of
financial education were included in four subjects spanning
elementary, middle, and high school: "Mathematics", "I and the world
around me", "Algebra" and "Social science". Educational standards,
programs and other teaching aids have since been developed and
approved. The Central Bank of Armenia also cooperates with
universities to ensure the provision of financial education to students.
For example, the American University of Armenia has an "Introduction
to Personal Finance" course, which was originally developed and
taught by the CB team, but is now taught by a university lecturer. The
"Financial Education in Rural Communities" program, implemented in
cooperation with the Central Bank and the Ministry of Territorial
Administration and Infrastructure, was launched in 2015, conducting
seminars in rural communities in different regions of Armenia.
Throughout 2016 - 2019 Trainings were organized in 158 rural
communities of Armenia, with a total of 2,518 participants [7]. The
seminars mainly focused on seasonal income planning, budgeting,
loans, savings and available financial services with an overall goal to
strengthen responsible financial decision-making and behavior in rural
communities in Armenia. Finally, the Central Bank of Armenia's
financial education website provides information and guidance to help
people manage their personal finances. It covers a wide range of topics
including budgeting, savings, loans, payments and transfers, payment
cards, insurance, pensions, how to file a complaint, and how to avoid
financial fraud [8].
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As we can see, the central bank of the Republic of Armenia is at
the core of the development of personal financial management of the
population in Armenia, carrying out most of the organizational work in
this field. However, at the same time, it should be noted, that this
process of education is not regulated by the Central Bank and still
needs a greater focus on clear coordination [9].

Clarification of
financial literacy levels
and outcomes for
lifelong period

Maintaining the
register of the
financial literacy
assessment point
system

Correlation between an
level of financial literacy
and financial successful
behavior of individuals

Figure 1. Proposed correlated actions to motivate an individual's
financial literacy3

We are especially interested for implementation of a financial
literacy assessment and motivation system by the Central Bank of
Armenia and suggest taking a number of steps in this regard (see
figure 1).
Firstly by dividing the period of individual financial literacy into
stages and fixing specific financial management skills at each stage (see
table 2).

3

Created by authors
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Table 2. Minimum requirements for a financially capable person4

Age
groups

up to 18
years old

Level of financial
literacy

Understanding the
main financial
categories

Knowledge

Skills

Know the
financial service
providers

Be able to
orient in the
field of
financial
services
Comment on
the market,
inflation,
unemployment.
Be able to
analyze family
budget
revenues and
expenditures
Be able to
assess credit
risk
Be able to
decide on the
choice of
insurance
policies
Will be able to
use electronic
payment tools
Will be able to
defend
personal
financial rights

Understand
macroeconomic
categories
Know what a
family budget is

Getting a loan
18-50
years old

Decision making in
financial
transactions

Insurance

Payment and
settlement tools
Financial rights

4

Created by authors

69

Pension funds
More
than 50
years old

Management of
own financial
accumulations

Reverse
mortgage
transactions
Investing in
securities

Ability to
choose Pension
fund manager
To evaluate the
effectiveness of
mortgage
transactions
Making choices
in investing in
securities

Secondly, maintaining a special register by the Central Bank of
the Republic of Armenia, where the indicators of financial education
received during the life of an individual will be accumulated by a point
system. In other words, at any time, this register will provide an
opportunity to find out how much a particular person has accumulated
in terms of financial management skills by being involved in formal
(secondary school, college, university) or non-formal (training,
financial over qualification studies) training.
Thirdly, the scores on financial literacy accumulated by many institutions (commercial banks, grant providers, government institutions
supporting business) will be taken into account when assessing an
individual's creditworthiness, investment capacity, and ability to use
financial resources effectively.
Conclusion
If the financial education and training received by individuals will
benefit them systematically (through the points system which will affect
credit etc.), they will be more motivated to seek out this education
through not only forma, but informal ways as well. Thus, research that
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assesses the relationship between the success of an individual's
financial behavior and his or her level of financial literacy will be useful.
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FINANCIAL LITERACY PROBLEMS IN CRYPTO
TRANSACTIONS
Abstract: The article discusses the issues of competitive financial
literacy, drawing parallels with developments in e-payment systems.
The unprecedented activation of current electronic payments, the
transfer of population payments to the electronic domain, the use of
cryptocurrencies in parallel with traditional money are creating new
problems of financial literacy. At the same time, financial literacy must
be competitive in terms of being able to protect e-payment transactions
from the risks of cyber security breaches and sharp fluctuations in
cryptocurrency markets.
Keywords:

competitive

financial

literacy,

cryptocurrency

transactions, e-payment risks, financial education developments
JEL classification: E42
Research goals: to introduce cryptocurrency transaction risk
management approaches
Research novelty: ways to curb the risks of cryptocurrency
transactions through financial literacy were presented
Introduction
Payment and settlement systems are the blood vessels of the
macro-economy, as they carry out money transfers, repayments of
financial obligations, clearing transactions, international transfers. In
the current stage of economics, when the digital economy is emerging
at a faster pace, both in theory and in practice, the solutions to the
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problems aimed at improving the financial literacy of electronic
payment systems are becoming especially relevant.
The digital literacy of e-transactions in the digital environment is
related to both the compliance with the regulations developed by the
Central Bank and the business interests of financial institutions. On the
one hand, the state seeks to make the systemic risks of electronic
payment and settlement activities as manageable as possible, on the
other hand, commercial banks and specialized financial institutions try
to make their payment and settlement transactions competitive, resort
to innovative payment instruments that require special approaches to
financial literacy.
In particular, in the case of the development of the electronic
payment and settlement system, the functions of money are
significantly revised, mostly emphasizing both the technical and
economic efficiency of the implementation of payment instruments.
The e-money market is becoming increasingly competitive, which is
why payment system entities are trying to use financial management
tools that will ensure both a stable level of liquidity and a high level of
efficiency.
Research results
The effectiveness of e-payment transactions is currently being
assessed based on the degree to which the needs of the sector's
beneficiaries are being met. Ensuring accountability in that direction is
considered to be the most urgent. However, studies show that in
practice, the reporting of e-payment activities is mainly focused on the
financial management control functions, and does not represent the
competitive environment of the sector at all [1].
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Making transactions in the virtual environment creates special
risks related not only to cyber security, but also to the financial
management of transactions. In particular, the risks of card services
coverage, financial security of payment transactions, capital adequacy
of

financial

institutions,

which

require

special

management

approaches, are being addressed, and operational management
decisions are being implemented.
In the last decade, in parallel with the operation of centralized
electronic payment systems, cryptocurrencies, which are managed in
a blockchain system on the principle of decentralization, have been
active in the financial market [2]. Gradually, a situation arises when the
issuance and circulation of cryptocurrencies have an impact on
changes in the electronic money supply by the central bank. In this
regard, it is important to introduce ways to improve financial literacy
in the use of cryptocurrencies.
Cryptocurrencies are currently showing significant activity in
electronic payment calculations. Financial markets are not yet fully
confident in cryptocurrencies, but that does not stop this generation
of e-money from gradually making its way into payment calculations,
as there are a number of advantages that are not noticeable in
traditional electronic payment calculations. The most important of
these are the speed of cryptocurrency transactions, their relative
cheapness,

decentralized

management,

and

secrecy

through

electronic cryptocurrency transactions [3].
Cryptography has been used by humans since time immemorial,
when access to information was restricted, and only certain groups of
users were allowed to decrypt. In this case, the cryptographers set
certain rules for decrypting the information

approaches provided to

the users of the cryptography. Encryption is an ancient science. It has
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a history of about 4000 years [4]. Information was created through
cryptocurrencies and symbols about hiding places and places where
jewelry was stored. At various times, couriers transmitted information
over long distances; the risks of information leaks on the roads were
prevented by encryption. Encryption gained momentum especially
during World War II, when it was used to secure data transmission and
prevent leaks of military secrets. Nowadays, in the virtual environment,
encryption has become widespread, in which case the original
electronic text is first encrypted, passed through a pre-selected key to
the addressee. Then, when the electronic information reaches the
addressee, it is decrypted, ensuring the confidentiality of the
information [5].
In our information age, when Internet technologies are rapidly
evolving,

there

has

been

an

increase

in

the

number

of

cryptocurrencies, especially among virtual users, forming a cypher
punk army. Even before the advent of the Internet, the public was
concerned that some details of men's personal lives might become
public property when individuals made purchases through bank
transfers and paid for services received. And in this regard, the
community expanded so much that in 1992 it published the CryptoManifesto, stating that "in the electronic age, the protection of the
private sector in the open society is a must." Privacy is not secrecy, but
merely the exercise of a right so that the whole world does not see
what the individual is doing, as opposed to secrecy, when an
individual's activities are not made public at all. The exercise of the
right to private information presupposes the provision of one's own
behavioral sample information to the public [6].
In this regard, the cryptocurrency movement began in the 1980s,
when certain groups of consumers began to use cryptographic
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approaches

in

payment

and

settlement

relationships,

using

cryptographic methods. And the use of the Internet has increased the
information flow of personal life and individual behavior
Conclusion
Developments in the use of cryptocurrencies became more active
when they began to be used in the stock exchange system. Thus, in
2017, the Chicago stock exchange traded $ 257 million worth of
securities on the stock exchange cryptocurrency, after which the value
of bitcoin was at 20 thousand for several weeks. within the dollar.
However,

the

financial

community

is

still

wary

of

using

cryptocurrencies, as there are a number of shortcomings, such as:
•

the prices of cryptocurrencies fluctuate sharply (in just three
years the value of Bitcoin went from $ 7,000 to $ 40,000
decreased to 2 $ 2,000) and their acquisitions are considered
extremely risky by investors.

•

cryptocurrencies are not visible and cause psychological
complications to the owner, when it becomes clear that they are
circulated only in a virtual environment,

•

in case of wallet loss, the transfers made to the wrong addressee
due to a technical error when making payments through
cryptocurrencies are not subject to correction

•

recovery;

the legal regulation of cryptocurrencies in many countries has
not yet expired, moreover, they are even banned, which causes
skepticism among users.
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THE IMPACT OF THE INTRODUCTION OF DIGITAL
INNOVATIONS IN THE INTERNAL AUDIT SYSTEM
Abstract: The development of digital technologies is becoming
more noticeable every day around the world. Automation is very
effective in almost all areas. Organizations are facing new challenges
in adopting digital technologies, increasing their use and efficiency.
Automation of tasks primarily affects the speed of work, and secondly,
to reduce risks within the organization, since each work is associated
with a certain risk. It is recommended that you switch to automation to
manage these risks. Digital technology also has risks; it can be said
that digital innovation risk management has also become one of the
main research topics for organizations. Internal audit as a means of
preventing and controlling risks should contribute to the development
of digital innovation in the digital economy. The introduction of digital
technologies from the point of view of the use of big data implies a
faster and more efficient work of auditors.
Keywords: Digital technologies, artificial intelligence, information
technology in internal audit, risk management
JEL classification: M42
Research aim: Emphasize the importance of digital technologies
in the internal audit system.
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Research hypothesis: Risk assessment and management plays
an important role in the internal audit system. Many problems can be
solved faster and more efficiently through automation.
Research novelty: Demonstrate the potential of digitalization,
address issues in internal audit, evaluate work efficiency after
digitalization.
Introduction
The world economy is still in a relatively stable phase, and the
main growth of the economy continues to be an ongoing issue. Indepth study of the digital economy

investment in various fields, from

the Internet to artificial intelligence

other new generation

information technologies, contribute to the growth of the economy.
The digital economy can contribute to far-reaching reforms, from
production to organizational models of business structures. The
epidemic has made it clear that we live in a digital environment; this
trend will only grow in the coming years. The development of digital
employees, as during the epidemic employees were able to do the same
work from home, organizations were able to operate continuously, and
convenient digital applications were created for consumers to run
without any problems, the normal life of the people continued. Online
business activity has grown significantly during the epidemic. It can be
said that the organizations accepted the challenge of digitalization. The
transition to digitalization in all areas involved great risks, as everything
happened very quickly. There are a number of issues with the internal
audit system that need to be addressed as soon as possible. Studies
have shown that there is a great need for digital technologies in the
internal audit system. Research answers the question of how
digitalization contributes to the effectiveness of internal audit work.
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Literature Review
Back in June 1999, the International Internal Audit Association
(IIA) revised and adopted a new definition of risk-based internal audit,
which facilitates the identification and management of an entity's risks
[1]. Practical Internal Audit Standards reaffirmed its purpose in 2001,
stating that the systematic approach to internal auditing will help
businesses by reducing and controlling the risks in the organization
[2]. In 2004, the COSO Committee issued a statement stating that
internal control a combination of risk management can better
influence the development of enterprises, effectively facilitate the
transformation of the internal audit into a risk and risk-based audit
will become a major trend in the future. The Financial Risk
Management Association (GARP) The International Association for
Risk Management (PRMIA) has proposed a new key internal audit task
to analyze and identify significant distortions carry out risk
management and control. The latest edition of Internal Audit was
published in January 2011 by the International Association of Internal
Audit in the framework of international professional practice. Many
scholars argue that the use of risk-based internal auditing can have a
positive effect. Zhang Lijin

Chen Weiu pointed out that the main

role of contingent risks is in the internal audit function [4]. Li Feng
Chu, a researcher, said that risk management is an audit, and internal
audit is performed in accordance with international standards to
ensure efficiency in the risk management system. Digital risk is a term
that includes all the digital capabilities that improve the efficiency of
risks, especially through process automation. In essence, digital risk
involves systematic processes, data analysis, and IT refinement [5].
The digitization process may involve new components that will
introduce new risks. Modern enterprises mainly use information tools
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to carry out all kinds of work in all fields. Businesses should also
assess

prevent cyber-risk

within the information network [7]. In

the course of the business of enterprises, it is also possible to incur
internal digital risks based on systematic errors or on the influence
of the human factor.
Research Methodology
Risk management is a key element of corporate governance. Risk
management within the organization brings many benefits and
contributes to a structured, consistent and systematic approach. The
primary role of internal auditing is to provide assurance to
management managers to separate and manage risk analysis
identification [8]. However, after the epidemic started, when everyone
went digital, they started working from home and a number of
problems arose that needed to be solved quickly because time was not
given to accept the challenge. Internal audit operations became more
complex during this time as the risks ranged from cyber-surveillance
to the creation of a digital security system. It was during this time that
it became clear that a great deal of digital technology was needed in
the internal audit system to be effective [3]. Research has been
conducted by a number of companies on how effective the introduction
of digital innovations will be in the internal audit system. To answer the
main research question, the following questions were studied:
•

What digitization can be useful in internal audit functions.

•

To what extent did they consider the internal audit functions to be
relevant to their current activities

•

What are digital technologies like, such as robotics, process
automation, artificial intelligence, and the impact of predictive
analytics on the current performance of internal auditing
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•

To what extent does the internal audit system already use digital
technologies

•

How to use internal audit functions with the help of digital
technologies

•

Are there any plans to support the introduction of new
technologies in the internal audit system?

•

Were there any attempts to introduce new technologies, and if so,
how effective was it

•

To what extent will digital audit work in accordance with their
plans, further development, and what is needed to adapt to these
technologies in the future.

•

The following research was conducted to answer these questions.

•

During the first phase, professional literature was studied

•

During the second phase, inquiries were made from auditors
working for a Dutch audit firm.

•

The third phase was aimed at comparing the results of the research
drawing conclusions

•

The results of the survey show the current state of digital auditing
in the Netherlands. Based on the conclusion of the research, it is
proposed to introduce digital technologies in the internal audit
system in the future. The term digitalization is used in different
ways but it can be defined as a digital technology or software
management system. In the context of business, digitalization has
the following goal:
Improving the company's activities. From a practical point of view,

information technologies such as automation, artificial intelligence,
speed up processes, increase work efficiency, reduce long-term costs.
Digitalization is a very broad topic and in the focus of organizations. A
number of researches are carried out day by day in different fields,
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the center of research is artificial intelligence and automation [10].
Artificial intelligence has a very old history, it can be said to be older
than computers.
The definition of artificial intelligence is not entirely new. In fact,
it can be considered as a branch of cognitive science which is
considered to be a rather old concept. After research by Alan Turing
in 1950, he came to the conclusion that a car could be intelligent,
displaying obvious communication behavior like a human [11].
Analysis
The main driving force of digitalization in internal audit and
function is annual planning and actual audit tasks [4]. The study below
shows the percentage analysis of the effectiveness of the introduction
of digital technologies in the internal audit system.
90
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Figure 1. Analysis of the application of digital innovations5
5
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To make the analysis, we made a number of inquiries from auditing
companies operating in Armenia. Surveys have shown that there is a
need to introduce information technology in auditing companies.
Although companies have different software ideas, digital innovations
still need to be improved in the audit system. The main and most
important factor in the use of digitalization and information
technologies is the availability of digitalization, quality management,
privacy. In the research below, we present the potential factors of
digitalization through digital analysis [9].
Table 1. The main factor that will enable the development of digital
technologies6

Great
importance

Medium
importance

Low
significance

Availability, quality,
privacy of data

86%

14%

0%

Accurate reflection of
the predicted model

39%

56%

6%

Employee skill,
experience

69%

28%

3%

Budget availability

42%

42%

17%

Availability of
technologies and tools

44%

53%

3%

Marking the sphere of
business activity

25%

58%

17%

Comment, evaluation
of results

42%

58%

6%

The table below outlines the key factors that, according to current
auditors, play a role in digital innovation. According to the analysis, no

6

Created by aouthor
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matter how much digital technologies are used in the experience of
employees, knowledge is very important in the internal audit system, it
is also very important for the availability, quality and confidentiality of
data. Another study found that one of the largest consumer companies
decided to create a digital audit function [7]. The company decided to
set up a data analysis team to perform systematic data analysis. This
innovation can have a positive impact on performing fast and efficient
data analysis through digitalization in the audit system. With this
program, risk management will become faster and more efficient for
organizations.
Conclusion
Examining the introduction of digital technologies in the internal
audit system, their impact, efficiency Perspectives, it can be concluded
that the use of automation in internal audit can reduce dependence on
brand work, reduce costs, and increase business efficiency. However,
this practice is just beginning to develop; it still takes a long time to
create, implement or adapt new programs. Admittedly, having a
flexible digital system will save organizations a lot of time on both risk
assessment and data analysis. Businesses for various reasons still
continue to use the traditional annual audit

based on conclusions

that may be ineffective and time consuming. The key factors that will
help in the successful implementation of digital technology are
identified as data availability, data quality management and privacy
factors [6]. Another important factor is the interpretation of the results
through communication. The main obstacle to the use of digitalization
can be identified as projected costs, another obstacle is the
incompetence of internal audit staff, which can negatively affect the
acceptance of new challenges. However, it can be said that no new
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technologies are planned to be introduced in the internal audit system
in the near future.
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ISSUES OF INFORMATION TECHNOLOGY AUDITING RISK
ANALAZING
Abstract: The information transformation is especially the
function of IT audit and control, as it forms a new level of IT risks, the
measures to be reduced to be in line with it. All this makes IT auditors,
as well as to question the experts of different levels of IT. The study
examined various types of risk through the interviews and surveys with
experts. The risk of business interruption was studied, the risk of the
process of interdependence and the security risk of the system. The
decision-making test and evaluation laboratory is used to find the
connection between risks and is combined with an analytical network
process to select optimal measures to reduce risks. The results show
that IT consultants prefer Disaster Recovery Plan. They typically use
remote reproduction or high availability data protection. IT staff
believes that all the controls of IT risks are important. IT auditors note
that data access is very important, as users must be provided with daily
access to data. IT users prefer data input/output control.
Keywords: IT audit, IT risks, control, enterprise resource
planning, decision making trial and evaluation laboratory, analytic
network process
JEL classification: M42
Research aim: to highlight the key points for auditing as
by various experts, to differentiate between the variety of
expert perspectives on a topic.
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Research hypothesis: risk management plays a critical role in
protecting information for enterprises using automated IT systems to
deliver internal information.
Research novelty: to show the use of a hybrid model to attain
feasible measures under an IT auditing environment and with the use
of DEMATEL and ANP methods to determine the best solutions.
Introduction
Enterprise resource planning (ERP) systems can be used to
integrate

an

basic

functions

or processes

and

accommodate the special requirements of individual departments.
There are many risks associated with the ERP systems, particularly
in relation to the correct and secure storage of information. However,
such systems are highly complex and risky. They may also fail because
of increasing costs and organizational changes, which will inevitably
damage the company.
An integrated evaluation model is utilized for IT auditing and risk
control, which considers the intertwined relations between criteria
and

alternatives,

such as business interruption risk, process

interdependency risk, system security risk, disaster recovery planning,
data processing control and so on. The remainder of the paper is
organized as follows. First, it introduces the ERP system, internal
control and IT auditing. Then it details the use of a hybrid model
to attain feasible measures under an IT auditing environment. The
DEMATEL and the ANP methods are used to determine the best
solution. Then it presents an empirical case for risk control measures.
Finally, the main conclusions from this research are proposed in
final section.
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Literature Review
An ERP system can assist enterprises operate and make
decisions. The system integrates business process by
automation and relational databases, and it can facilitate real-time
capturing and proces- sing of economic procedures. The ERP system
must have greatly exibility to suit overall strategies, which is done by
adjustment and
hardware/software

of
and

IT

the

personnel

ERP
no

architecture. The
longer control the

resources of the company nor do they reside within the four walls
of the operation. The ERP system has the potential to reduce the
cycle

time, accelerate

information distribution and improve

nancial management. ERP is the core technology in businesses. It
can provide functionality to integrate and automate practices related
to the company. The system is integrated through standard business
processes and includes all the data and information [4]. ERP can
assist managers to make decisions and determine optimal solutions.
However,

ERP

systems

are

costly

and

require a long

implementation period.
In this study, ERP is

as a tool for managing an

internal data. Users can retrieve real-time and integral
information about the business, whereas the system adjusts various
objectives to achieve the

future goals.

Auditing is an important mechanism in the organization [5]. It
can provide reasonable assurance of data validity and reliability.
Internal auditing is in relation to
management activities and help to determine the key business and
IT risks to be managed by IT management consultants [1]. Risk
management involves

measuring and controlling potential
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plays an important role in
protecting the
Audit

data [7].

associated

risk

increases

when

enterprises

have

implemented ERP systems, leading to problems such as business
interruption,

compromised

system

security

and

process

interdependency risks [3].
Business interruption risk may be derived from endogenous
or exogenous factors such as hardware/software faults or striking
employees. These factors tend to disrupt business processes or
reduce the amount of transactions that can be processed.
Process

interdependency

risk:

Because

of

the

high

interdependency of ERP systems, any failure may disrupt the entire
of the organization. The risks are greater in an ERP setting
than in a non-ERP system.
System security risk may arise from employees or from external
sources such as hackers who attempt to access the
information system [3].
Research Methodology
The mathematical algorithm for solving the team selection
problem is narrowly related to selection issues [2]. First, this study
looks at enterprise risks associated with the implementation of an ERP
system. Measures are sifted from references and expert information.
They include measures such as DRP, hardware and systems software
control, data processing control, data input/output control, data
access control, systems development and maintenance control,
segregation of duties control. Second, we focus on measures that
can be adopted to reduce the identified risks. The DEMATEL method
is used to determine the relationship between risks. The ANP or AHP
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methods are used to determine the priority of the measures and
facilitate reduced risks.
DEMATEL. In 1973, the Battelle Memorial Institute of Geneva
Research Centre adopted the DEMATEL method that can be used
to analyse the relation- ship between cause and effect, allowing for
the visualization of the structure using

There are

ve steps in the process for computing the matrix.
Step 1: Producing the direct-relation matrix. The integer scale
ranges from 0 to 4 for each element that will be of
other, where 0 represents no

to each

and 4 represents very high

Step 2: Normalizing the direct-relation matrix. The largest value
of Z is computed using equation (1). The normalized direct-relation
matrix can be obtained through Formula (2). All the principal diagonal
elements are equal to zero in matrixX.
L = max (∑𝑛𝑗=1 𝑍𝑖𝑗)
1≤𝑖≤𝑛

X=

Z

(1)

(2)

L

Step 3: Obtaining the total-relation matrix. Using Formula (3), we
can derive the total relation matrix T. The identity matrix is denoted
as.
T = X+X2+X3

∑𝑥𝑖−1 𝑋𝑖 = X(1-X)-1

(3)

Step 4: Computing the dispatcher group and receiver group. In
this step, the sum of the rows and columns indicates in formulas (4),
(5) and (6) are used to obtain D and R. Equations (4) to (6) can
determine the relationship and level of

to each other by

using the values of D R and D+R, where R is the sum of the columns
and D is the sum of the rows in matrix T.
T = [𝑡𝑖, 𝑗]n x n i,j ∈
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D = ∑𝑛𝑗=1 𝑆𝑖𝑗

(5)

R=

(6)

∑𝑛𝑖=1 𝑆𝑖𝑗

Generally, when the value of (D R) is positive, the particular
criterion belongs to the cause group. If the value of (D R) is negative,
the particular criterion belongs to the effect group. On the other hand,
D+R can indicate the relationship between each criterion. If the value
of D+R is large, this indicates that the two criteria have a closer relationship with each other; however, if the value of D+R is low, the
relationship is less closely linked [6].
Step 5: Set the threshold value and obtain the impact-digraph-digraph-map, it must reach the
-digraph-map, the
horizontal axis is D+R, and the vertical axis is D R.
ANP. A more effective group decision mechanism can enhance
decision quality and improve the managerial operations of an
organization. The ANP offers a technique to input judgments and
measurements to get ratio scale priorities for the distribution of
factors. Because of its
greater capability for modeling the interdependencies among elements
of the problem, the ANP can be used to make a better in-depth
analysis [4]. The interdependence of each valuation criteria, the
options and the weighting priorities can be obtained after determining
the relationship using a supermatrix following comprehensive
evaluation. The supermatrix is based on the Markov chain process.
The resultant supermatrix is a partitioned matrix where each segment
represents a relationship between two nodes in a system. In this study,
the ANP is utilized the consistency index (CI) and consistency ratio
(CR) to

the consistency of the comparison matrix. The
of CI and CR are as follows:
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CI = (Zmax

n) / (n-1). CR =

CI
RI

(7)

The random index (RI) is the average consistency index across
numerous random entries of mutual matrices with the same orders. If
CR ≦ 0.1, the estimate is accepted,

on the other hand, a new

comparison matrix is asked for until CR ≦ 0.1.

Figure 1. Supermatrix

In the supermatrix, W21 represents the impact of the goal on the
criteria, W32 represents the effect of the criteria on each alternative,
and W22 represents the interdependency between two components. To
form the supermatrix, the eigenvectors of each matrix are combined
together. Lastly, to compute the nal limit matrix, the value of each
column must be stochastic, and the sum of columns must be
equal to one.
Analysis
Although the recent trend has been for many enterprises to
implement an ERP system, the risk of an internal audit has also increased.
The issue of control risks has become of great importance. This study
provides seven measures for controlling system-related risk. A ve-step
DEMATEL procedure is followed. First, the decision goals for selecting
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system risk criteria are

data from experts for adopting

these three risks criteria are used as evaluation factors. Third, the data
obtained from the experts are scaled to measure the relationships between
those factors. The DEMATEL method is used to analyse the data, with the
initial direct-relation matrix.
Table 1. Total-relation matrix

Business interruption
risk
Process
interdependency
risk
System security risk
R
D
3,894
3,251
2,481

Business
interruption
risk
1,068

Process
interdepend
ency risk
1,418

System
security
risk
1,408

1,198

0,896

1,157

0,917
3,183
D+R
7,077
3,251
2,481

0,865
3,180

0,699
3,265
D-R
0,711
3,251
2,482

In our study, the threshold value is set to 1.1 in accordance with
the opinion of the expert panel. In cases where there are many factors
and complex relationships, the results will not be obvious if the
threshold value is set to be less than or more than 1.1.
The ANP method is adopted to compute the weight of each
criterion by using the Super Decision software. The ANP questionnaire
utilizes a nine-point rating, with a score of 1 referring to least important
and a score of 9 representing extreme importance. The CR value
results are under 0.1, meaning that the assessment values are
acceptable and the eigen-vectors t the supermatrix.
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In accordance with the results obtained using the DEMATEL
method, the criteria have some relationship with

each

other.

Furthermore, ANP is used to determine the priority of the measures
to reduce the

risks. The expert panel consists of a total

of 14 experts.
Table 2. Weight of each alternative achieved from all experts

Measures

Value

Data input/output control

0,14426

Data access control

0,14023

Segregation of duties control

0,11292

Data processing control

0,10742

Disaster recovery plan

0,10493

Hardware and systems software control

0,09707

Systems development and maintenance control

0,09315

The results show that the most important alternative is data
input/output control, followed by data access control, segregation of
duties control, data processing control, disaster recovery planning,
hardware and systems software control, and systems development and
maintenance control. The ANP results indicate that data input/output
control should be given priority for reducing IT risk because hackers
are often very interested in searching for internal data.
One of the goals of our study is to differentiate between the variety
of expert perspectives on a topic. To do this, the experts are divided
into four groups: IT consultants, IT personnel, internal auditors and IT
users.
IT personnel generally focus more on the structure and security of
the system. IT consultants pay greater attention to disaster recovery
planning and hardware and systems software control, to avoid the
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consequences of system malfunctions. IT auditors, in contrast, place
greater importance on data access control, segregation of duties control
and data input/output control. IT users indicate that data input/output
control is the most important type of control.
0.25
0.2
0.15
0.1
0.05
0

IT personnel
IT consultants
IT auditors
IT users

Figure 2. Priority of measures to reduce IT risk by all experts

Conclusion
Risk management plays a critical role in protecting information for
enterprises using automated infor- mation technology systems to
deliver internal information. The issue of reducing IT risk is of great
importance.
In our study, we consulted many experts as to their opinions for
solving this problem. Unsurprisingly, each group of experts had
their own preferences for methods to reduce IT risk. IT personnel
believed that every IT risk control is of importance but preferred no
particular type of control. There are many problems associated with
data access, such as the stealing of private data for

sending

data by mail, deleting data on purpose and so on.
IT consultants feel that disaster recovery plans and hardware
and systems software control are the most important type of control,
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as consultants are wary of the

special requirements and

prefer to avoid any potential system downtime.
Auditors tend to prefer the segregation of duties control and
data access control to reduce IT risks. For them, data access control
is very important because users access data every day. Errors that
happen in the front end will lead to many errors in the back end. The
segregation of duties control is an important measure. If it is not
perfect, it causes everyone or every department to revise any data
in the ERP system. On the other hand, auditors are not concerned
with disaster recovery plans because disasters rarely occur.
Users hold the view that data input/ output control is the most
important control measure for reducing the risk of errors. This type
of control can ensure safety of information. IT users have the idea
that disaster recovery plans should be set up to ensure that
data will not be lost in the event of a major database
crash.
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TAX PLANNING IMPLEMENTATION ISSUES IN THE ARTSAKH
REPUBLIC
Abstract: Tax planning is not always considered in practice as a
key component of the financial management system. The organizations
pay more attention to the accurate calculation and timely repayment of
incurred tax liabilities, trying not to create problems with the tax
authorities. However, in parallel with tax administration, in practice,
tax planning is also used, which allows organizations to lighten the tax
burden within the law framework, to reduce tax liabilities.
The article analyzes the peculiarities of tax liabilities in the
organizations operating in the Artsakh Republic, on the basis of which
the key factors hindering tax planning are presented.
Keywords: Tax allowances, tax optimization, tax burden, tax
liabilities, tax planning
JEL classification: P34
Research aims: introduce tax planning as a key financial
management tool for organizations.
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Research novelty: the main obstacles to the application of tax
planning in the organizations of the Artsakh Republic were revealed.
Introduction
The need for tax planning has always been used by theorists as an
effective management tool, it has found its application in practice. The
formation of tax liabilities is an integral part of the activity of each
economic entity. Although every business entity realizes the
importance of taxation from the point of view of public interest, in
particular, it considers the tax levied in the organization as an
additional financial burden and tries to lighten it as much as possible.
In this regard, the tax planning toolkit is used, which is especially
relevant in the organizations of the Artsakh Republic.
Literature review
Studies show that there is no common definition of tax planning
in the professional literature. However, tax planning is generally
viewed by organizations as a legal tool to reduce the tax burden [1].
Thus, tax planning is considered by the taxpayer as a targeted legal
activity, aimed at reducing tax expenditures, duties, and other
mandatory budget expenditures. According to another approach, tax
planning is defined as a means of reducing tax liabilities, when legal
benefits are used tax reduction opportunities [3]. It is argued, that tax
planning is simply a choice of legal entity status, with the aim of
reducing the amount of tax liabilities incurred in the course of
economic activity.
Tax planning is also considered from the point of view of financial
management of organizations, considering that it is an integral part of
the

financial

and

economic

management
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system,

using

the

opportunities provided by law to present optimal tax liabilities [5]. In
this regard, tax planning is defined as the most important area of the
organization's strategic financial management, with the aim of
increasing cash inflows and, in order to contain the growth of tax
liabilities as much as possible in the foreseeable future [6]. The
professional literature also states that tax planning is one of the most
important areas of management of the financial and economic activity
of an economic entity, the purpose of which is to legally circumvent a
certain amount of tax liabilities, by applying tax benefits and even
existing legal gaps [4].
According to another definition, tax planning is a means of
developing methods for reducing tax expenditures by predicting the
possible behavior of the organization in response to changes in the tax
regime, as well as by cooperating with regional tax authorities [7].
Tax planning was referred to in the "Concept of Tax System
Reforms", adopted by the Ministry of Finance of the Artsakh Republic,
where paragraph 5․2․4 on the fight against aggressive tax planning of
illegal business states the need to reveal the use of tax evasion
mechanisms. In particular, the concept states, that in contrast to illegal
business, which is directly legislated as a case of tax evasion as a
consequence, sanctions are applied, aggressive tax planning is more
difficult to qualify as a violation of tax law, as additional evidence is
needed. Thus, in order to increase the effectiveness of the fight against
aggressive tax planning, it is proposed to improve the system of
receiving, comparing and selling information by third parties.
Research results
The structure of the state budget revenues of the Artsakh
Republic shows, that taxes make up 97.3% of revenues (see Figure 1).
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At the same time, the income tax has the highest share in tax revenues
- 34.5%, followed by value added tax - 31.2% (see Table 1).
Such a picture of business tax revenues is also conditioned by the
tax breaks applied. More than 22% of taxpayers operating in the
Artsakh Republic, or about 1300 taxpayers, are taxed through the
system of patent fees. Each year, more than 600 new taxpayers are
granted benefits for a period of three months, as a result of which
start-up taxpayers are exempted from making trade tax, fixed fees and
patent payments within the specified period [8].
And the decrease in the share of profit tax is first of all conditioned
by the low rate applied, which was set at 10% in the Republic of Artsakh
until 2021,

it is only a year that it has become 18%. However, we

believe that such a structure of tax revenues in the country is also
conditioned by the use of inefficient tax planning, or more precisely,
by inadequate awareness of the sector.
State fees,
1.2%

Other
incomes,
0.9%

Tax
incomes,
97.9%
Figure 1. Structure of the state budget of Artsakh Republic of by revenues
[8]

109

Table 1․ The structure of tax inflows in Artsakh Republic in 2021 ․ (%) [8]

VAT

31,2

Profit tax

14,5

Income tax

34,5

Excise tax

9,5

Other entries

10,3

Thus, year by year, the number of loss-making organizations in
the Artsakh Republic is increasing, which is especially evident in the
manufacturing industry and trade. The reasons for the loss can be not
only the unfavorable business environment, but also the factors of
taxpayers' awareness on tax planning.
Table 2. Loss-making organizations in Artsakh Republic [9] (as a
percentage of the total number of organizations)

Total

2016
20.3

2017
15.8

2018
16.9

2019
17.2

2020
23.4

0.9
7.3
2.0
5.5
2.5

0.7
6.8
3.0
2.5
1.2

0.5
7.0
3.1
2.7
1.8

1.2
6.6
3.3
2.9
1.2

1.2
8.9
2.9
5.0
2.7

including
Mining
Manufacturing
Construction
Retail and Wholesale
Information and
Communication

Of course, during the year, about 10 seminars are organized with
taxpayers in Stepanakert and neighboring regions, involving about
1,500 taxpayers. At the same time, the website of the tax authority
provides visitors with an average of about 160,000 views per year.
However, at the same time, it should be noted, that in such cases, as a
rule, the emphasis is not on tax planning literacy, but on the
implementation of tax administration [10].
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Conclusion
The tax planning toolkit has low application efficiency in the
organizations operating in the Artsakh Republic, which has a number
of reasons.
To begin with low level of awareness of economic entities on tax
planning.
In addition, the lack of tax planning toolkit in the financial and
economic management system of organizations.
Lastly, the existence of a relatively unfavorable business
environment, that tolerates the activities of loss-making or low-tax
organizations and consequently does not motivate the active
application of tax planning.
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ISSUES OF DEVELOPMENT A FINANCIAL SYSTEM OF HIGHER
PROFESSIONAL EDUCATION IN RA
Abstract: The effective organization of higher professional
education is one of the key conditions for the socio-economic
development of the country. As a result of university education, the
composition of the human capital accumulated in the country is
changing qualitatively, which makes it possible for a qualified
workforce to contribute to the development of the economy. On the
other hand, a population with a higher education is not only a skilled
labor force, but also a cornerstone of intellectual development, which
plays a very important role in shaping the value system of a country
and a nation. The article presents an analysis of the possibilities for the
development of a competitive system of higher professional education
in Armenia.
Keywords: Bologna process, higher professional education,
academic mobility, tuition fees, competitiveness
JEL classification: F68
Research aim: identify ways to improve funding for the higher
education system in Armenia․
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Research goals: the financing opportunities of the RA higher
education system were presented, linking them with the Bologna
Agreement
Introduction
The importance of the educational services provided is already
generally enshrined in law in the Republic of Armenia. Strengthening
the intellectual potential, supporting the preservation and development
of national and universal values. Based on the above-mentioned goal,
the state ensures the maintenance and development of the education
sector through targeted budget funding, the volumes of which are
determined in accordance with the state education development
program.
The Republic of Armenia stands out in the region by the numerical
advantage of the students of higher educational institutions receiving
higher specialties. Thus, in recent years, the number of operating
universities in our country that provide only the highest professional
level services is about sixty, and the annual number of students per
10,000 inhabitants is about 265. This figure is quite high, even
surpassing that of developed economies of the same name, such as the
United Kingdom and Canada.
However, in recent years, there has been a tendency in Armenia
to significantly reduce the number of applicants for higher education
institutions, as well as the number of university graduates (which is due
not only to demographic factors, but also to declining demand for
specialists in the labor market. Among the officially registered
unemployed in Armenia, a high proportion is occupied by people with
vocational education, predominantly women. And such an atmosphere
can not but have a negative impact on the provision of higher
professional education services.
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Thus, the official statistics show that in recent years there has been
a decreasing trend in the number of teaching staff working in RA
universities, one of the reasons for which is the relatively low
remuneration of professors and associate professors. Currently, a
situation has arisen in which the salaries of middle-class specialists
working in financial institutions, in the private enterprise-real sector,
are twice as high as the salaries of the teaching staff of the university,
which makes the work of professors and associate professors
unattractive.
Research results
Such a situation is registered in the system of the second degree
of higher professional education of the Republic of Armenia, when,
despite the fact that the number of organizations providing master's
education has remained almost unchanged in recent years, the number
of masters studying in them has significantly decreased. The only thing
is that there is a slight increase in the number of master's programs
organized only for foreign students.
It is noteworthy that against the general background of the
reduction of the number of RA applicants in the number of RA
applicants, the number of foreign students in the country is stable,
even a slight increase. This circumstance has its explanation. First, the
tuition fees set by Armenian universities for foreigners are relatively
low. And secondly, the living conditions, the climate of the country, the
quality of the educational services make the RA higher education
system attractive for foreign students. The participation of the Republic
of Armenia in the Bologna process also has a positive role here, which
implies the introduction of professional programs in universities in line
with international standards [1].
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Back in 2004, Armenia became a party to the Bologna Agreement,
operating in the European Union for Higher Education, undertaking to
implement professional education on the basis of academic credit, to
apply a three-tier system of professional education in universities
(bachelor, master, doctorate). In this case, there was an opportunity to
create platforms for the recognition of diplomas between different
countries, to organize exchange programs for lecturers and students,
to activate the academic mobility, by which the RA higher education
system became part of the common European higher education area.
However, on the other hand, the international integration of higher
professional education is not yet effective [2]. This is due to a number
of factors, the first of which is financial and economic. Armenian
universities currently do not have sufficient resources to provide
mobility funding for at least 20% of students, which is one of the initial
requirements

of

the

Bologna

Agreement.

In

addition,

the

implementation of research programs with universities is still passive,
which requires significant financial investments. As a result, the academic movement in the Republic of Armenia has been creating a negative
balance in the last decade.
It is also noteworthy that if there is some international academic
mobility in our country, then the process is very passive within the
country, despite the fact that the process is regulated by a special
decision of the Government of the Republic of Armenia. Therefore, in
addition to financial and economic obstacles, the passive situation of
the integration factors of the RA higher education system is also
conditioned by organizational factors, when the higher education
institutions are not able to cooperate with each other even within the
republic [3].
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The export of higher professional education services can be a key
factor in activating the RA higher education system. Currently, even
economically developed countries seek to provide as many university
education services as possible to international students, as their tuition
fees are relatively high compared to local students. Thus, the share of
international students currently studying at universities is about 24%
in the United States, 29% in Australia and 31% in the United Kingdom
[4]. The above-mentioned countries are the leaders in the ranking of
the most expensive tuition fees charged to international students. The
average annual tuition for a foreign student in the United States is $
25,000, in Australia $ 24,000, in the United Kingdom $ 21,000, and
in Singapore $ 18,000. For comparison, the annual tuition fees of
foreign students studying in RA universities fluctuate in the range of
2,000 - 3,500 USD, which makes it possible to make the RA
professional education market attractive for international students, if
domestic universities can organize effective marketing. in this area [4].
However, at present such a tendency is not observed. Most of the
international students of RA universities are of Armenian descent, who
come to the homeland from the Russian Federation and Georgia to
receive higher professional education.
Conclusion
Thus, the analysis of the development tendencies of the higher
professional education system in the Republic of Armenia shows:
First, the existence of active university activity in the country, the
high share of those receiving higher education, led to the supply of
specialists studying at universities, the inadequacy of its demand in the
labor market, thus contributing to the growth of unemployment of the
population with higher education.
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Second, by joining the Bologna Agreement, the Republic of
Armenia, with its university system, is not yet actively participating in
the process of building a common European higher education area,
focusing on it more formally than practically, thus creating additional
obstacles to the internationalization of education.
Third, the higher education system of the Republic of Armenia
can be attractive in the professional education market, based on the
relatively inexpensive tuition fees within the country, the opportunities
for organizing the educational process according to international
standards. However, inefficient marketing activities still do not allow
Armenian universities to activate the expansion of the export of
educational services and the involvement of international students,
which does not allow the domestic education system to accumulate
additional financial resources for further development.
References:
1.

Conclusions and Recommendations, Report by the EHEA Pathfinder
Group on Automatic Recognition, //Bologna Ministerial Conference,
14-15 May 2015, Yerevan Armenia

2.
, http://armenic.am/
3.

2011

25

1240-

4. Higher education fees world statistics,
http://www.oecd.org/education/skills-beyond-school/48631028.pdf

120

,

,

-

-

,

,

-

,
:

,
,

-

,

,
:

-

:

121

-

-

-

-

Submitted: 11.03.2022
Accepted for publication: 15.04.2022

122

Reza Barati
Ph․D․ student, EUA
rezabarati91@gmail.com
THE PROJECT MANAGEMENT RISKS FACTORS ANALYZING
(Tehran Municipality case study)
Abstract:

Given

the

competitive

organization

in

today's

environment, paying attention to the risks and challenges of the project
is critical to the success of an organization and special attention is paid
to it. All research hypotheses have been validated and the impact of
challenges (Familiarity of employees with project control methods
according to PMBOK standard, Financial burden imposed on the
organization in case of implementation of standard project control,
Inaccurate initial estimation and lack of complete identification of
stakeholder needs at the beginning of the project, which leads to
project changes, Intra-organizational and soft processes and organizational culture, Perception of inefficiency of project control and indicators of acquired value and PMBOK standard among effective factors,
Insufficient attention to more accurate scheduling and estimates in
projects, Failure to apply risk management in the areas of project
control in the organization, Lack of easy access to lessons learned and
useful information in previous projects, Lack of cooperation of senior
managers due to unwillingness to make changes in the organization,
Lack of integration of information and interactions between the
employer and the contractor, Lack of specialized personnel, Financial
problems in the organization in financing projects) on risk has been
proven.
Keywords: Determination, Project Scheduling, Smart PLS,
Structural Equations
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JEL classification: C8, C4
Research Objective: The purpose of this study is to investigate
the factors affecting the risk and challenges of the project in Tehran
Municipality.
Research novelty: In this research, to collect information based
on the statistical population consisting of 68 project managers of
Tehran Municipality, the questionnaire was distributed by census
method among sample members and information was analyzed by
structural equation analysis method and PLS software. Divergent
validity was used for validation and Cronbach's alpha was used for
Reliability.
Introduction
Given the current competitive environment, organizations and their
managers are looking to address the concerns of the projects they have
in hand and should be completed as planned. Project-oriented
organizations are no exception to this approach. Because projects are
exposed to many risks due to their nature. If the project risk is not
managed properly, it will lead to heavy costs. Therefore, project risk
management is an important issue for researchers. The organizations
that experience the most problems in this area are mostly projectoriented and project delivery time is important to them. In fact, the
success of a project largely depends on the definition and implementation
of a proper and effective project management system and is one of the
main tasks of a project manager. Timely completion and estimation of the
cost of each project is one of the main criteria for success and failure to
complete it on time, and with the projected costs, it will not meet the
needs of the employer and the goals of the project. In fact, project
management can be considered the application of knowledge, skills, tools
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and techniques in project activities to meet the needs of project agents
and expectations from the project. In fact, project management involves
levels of project management knowledge that are defined as a standard.
With the growth, complexity and sensitivity of projects, project
management professionals have always been looking for better and more
effective tools and solutions for project management. As a result, a wide
range of project management tools and techniques have been developed
to date, each of which has helped facilitate and expedite the levels of the
project management process. Acquired Value Management System
(EVMS) is one of the project management techniques. To measure the
performance and progress of the project purposefully. This technique is
a systematic way to integrate, measure and compare cost, time and area
of progress in a project. Value management is derived from the criteria
of a cost control and planning system, first used by the US Department
of Defense in 1967 as an acceptable method for cost management and
the development of new systems. This system actually includes the
features of an efficient and effective project management system, has
undergone various changes in recent years, and now the national project
management standard in many developed countries, including the United
States, Britain, Japan and many from other countries Other countries
Large recorded Organizations. Like NASA, Lockheed, Boeing and so on.
The Project Management Institute cites a set of simplified EVMS terms
and formulas in three key chapters as a guide to the Project Management
Knowledge Set (PMBOK) in 2000 to highlight its importance and
application. One of the most important indicators of project success is
matching project cost performance and schedule with the planned
program. Understanding the components affecting project risk
management can help project managers and project-based organizations
[1]. So many project managers, company managers and customers are
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interested to know what will happen to the project in the future, how long
it will take and how much it will cost. Existence of preconditions in the
executive organization and project structure that the lack of such a
requirement causes the inefficiency of the system implementation. In this
research, the researcher seeks to identify the components affecting risk
and its challenges in project management in Tehran Municipality.
Theoretical Foundations
Ted Klastron (2004) believes life of projects management
regardless project management knowledge, returns at least to 4500
years ago. Constructors of Egyptian pyramids and Maya temples in
Central America, mostly are considered as first project managers in
the world [2].
In book of Ali Vahedi Diz (2016), project management is defined
as follows [3]:
in order to attain to time, cost and performance (qualitative) goals of
project within defined work scope and efficient and effective use of
Considering growing trend of projects and necessity of
management on projects, Project Management Institute of USA was
established in 1969. This institute decided to document opinions and
earned knowledge of project managers in 1976; that as a result of this

From point of view of Project Management Institute of USA (PMI),
in fifth published version, project management can be divided in 10
knowledge. This knowledge includes:
1.

Project integration management

2. Project scope management
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3. Project time management
4. Project cost management
5. Project quality management
6. Human resources management
7. Project communications management
8. Risk management
9. Procurement management
10. Stakeholder management
What is Earned Value?
deliverable item of project has a foreseen value and when that
considered item to be fulfilled, its value will be earned in project that
However, comparison between actual
costs and programmed costs is a usual method in projects, but this
ject
activities. But this level (comparison of actual costs than programmed
costs) is an actual level to calculate earned value better. This fact is
inferred from evaluation and recognition of work completion amount.
Evaluation and determination of work completion percentages often
need reasonable judgments and there are different techniques for
determining it. One of techniques for evaluating work completion
amount for an activity, is zero-hundred technique that if an activity is
fulfilled with regard to considered goals for it, value is 100, otherwise
its value is zero. In a project of a considered deliverable item that is
not fulfilled, surely there is blind spot for its incertitude and an
accident occurred.
Taking feedback from project is an important activity for the aim
of project success. Periodic and purposeful feedbacks of project,
enable project managers to identify problems of project early and
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make corrective actions for preserving time and cost of project. Earned
value management (EVM) is one of most effective techniques for
project managers to evaluate performance and take feedback from
project. This technique helps project managers to take an action
according to PDCA management cycle. EVM is also called management
with lights on, because this technique specifies objectively and clearly
that where is project and where is going (with comparison to a situation
that is expected to be there) [6].
Earned value management technique is an approach for
integrating time and cost management in framework of project finite
management and has important role in replying to management
questions that have high importance in success of every project. Some
examples of these questions are as follows:
Is the project ahead of schedule or behind?
How much is efficiency of time consumption?
How much is probable cost of remaining works of project?
How much is probable total cost of project?
At end of project, how much deviation of set budget will be there?
If after applying EVM, if it is found that the project is behind of
schedule and/or expended costs of project is more than foreseen costs
and work is done more expensive than plan, project managers use EVM
methodology for identifying below mentioned items:
Where did the problems arise?
Which actions must be performed for returning project back to
normal mode?
It is necessary that balance between scheduling and cost
performance to be managed in order that project manager to be able
to complete his/her project. Best sign to be aware about that process
and plan has problem is costs increase. Therefore, supervising on
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costs through costs estimation can be early warning for project
managers in field of project potential problems. Early understanding
about problems causes that project manager to make appropriate
corrective actions before problems to be insoluble [7].
Table 1: Number of questions and Cronbach's alpha coefficient for each
structure
Components

Number
of items

AVE2

Combined

Cronbach's

reliability

alpha

Familiarity of employees with project
A1

control methods according to PMBOK

3

0/52

0/78

0/826

2

0/55

0/75

0/782

4

0/52

0/70

0/891

2

0/48

0/82

0//810

4

0/60

0/76

0/833

4

0/55

0/80

0/791

3

0/49

0/81

0/851

2

0/56

0/78

0/832

2

0/45

0/90

0/790

standard
Financial burden imposed on the
A2

organization in case of implementation
of standard project control
Inaccurate initial estimation and lack of

A3

complete identification of stakeholder
needs at the beginning of the project,
which leads to project changes

A4

Intra-organizational and soft processes
and organizational culture
Perception of inefficiency of project

A5

control and indicators of acquired value
and PMBOK standard among effective
factors

A6

Insufficient attention to more accurate
scheduling and estimates in projects
Failure to apply risk management in the

A7

areas of project control in the
organization
Lack of easy access to lessons learned

A8

and useful information in previous
projects
Lack of cooperation of senior managers

A9

due to unwillingness to make changes
in the organization
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Lack of integration of information and
A10

interactions between the employer and

2

0/49

0/89

0/812

2

0/58

0/77

0/799

3

0/61

0/91

0/892

the contractor
A11
A12

Lack of specialized personnel
Financial problems in the organization
in financing projects

Methodology
The present study is applied in terms of purpose and descriptivesurvey method. The study population includes the managers of Tehran
Municipality. These managers have a management background in the
municipality and have a good understanding of risk. The sample size
in this research is from the census method of 68 managers. The
method of data collection in this study is a standard structured
questionnaire. A questionnaire that contains risk measures and has
been prepared using previous studies. The reliability of the
questionnaire was measured by calculating Cronbach's alpha and
calculating the combined reliability coefficient (CR). Cronbach's alpha
values and the calculated reliability coefficient for each structure and
the number of items used for each structure are given in Table 1.

A1
A2
A3
A4
A5
A6
A7
A8
A9
A10
A11
A12

A12

A11

A10

A9

A8

A7

A6

A5

A4

A3

A2

A1

Table 2. Assessment of divergent validity by Fornell and Larker methods

1
0/385

1

0/390

0/142

1

0/125

0/452

0/675

1

0/429

0/340

0/134

0/195

1

0/394

0/354

0/860

0/162

/2315

1

0/273

0/283

0/267

0/321

0/051

0/392

1

0/320

0/284

0/332

0/292

0/119

0/891

0/892

1

0/813

0/652

0/280

0/720

0/061

0/364

0/502

0/669

1

0/390

0/314

0/864

0/249

0/332

0/442

0/492

0/308

0/790

1

0/294

0/302

0/492

0/521

0/636

0/913

0/367

0/341

0/221

0/581

1

0/934

0/387

0/554

0/442

0/492

0/521

0/985

0/913

0/334

0/652

0/443
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Divergent validity
An important criterion that determines the divergent validity is the
degree of relationship between the structure and its indicators in
comparison with the relationship between that structure and other
structures; In such a way that the acceptable divergent validity of a
model indicates that a structure in the model has more interaction with
its indicators than with other structures. The results of the divergent
validity study are presented in Table 2.
Findings
Structural model fit: In order to check the fit of the structural
model, the criteria R2 and q2 have been used, the values of each of
which are given in Table 3 and indicate the appropriate fit of the
structural model.
Table 3. Criteria R2 and q2
Structures

R2

Q2

A1

0/648515

0/0000000

A2

0/852612

0/2451620

A3

0/695361

0/2652201

A4

0/732541

0/2736915

A5

0/936512

0/2315842

A6

0/775514

0/2515012

A7

0/925164

0/2815412

A8

0/791051

0/2438122

A9

0/862915

0/2830174

A10

0/790281

0/2251421

A11

0/882561

0/2182719

A12

0/590382

0/0000000
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Overall model fit
To fit the overall model that controls both the measurement and
structural model parts. The GOF criterion is used. Considering the
three values as weak, medium and strong values for GOF indicates a
strong fit of the overall model. According to the results, it can be said
that when the t-statistic for each of the path coefficients is higher than
the significance threshold (1.96), it can be concluded that this
hypothesis is confirmed at the 95% confidence level.
Therefore, in the first hypothesis of the research, employees'
familiarity with project control methods based on PMBOK standard has
a significant effect on identifying and evaluating risks and challenges
in terms of project cost and timing (0.587, 5.397). In the second
hypothesis of the research, the financial burden imposed on the
organization if the project control standard is implemented has a
significant effect on identifying and evaluating risks and challenges in
terms of project cost and timing (0.679, 6.644).in the third hypothesis
of the research, the initial incorrect estimation and incomplete
identification of stakeholder needs at the beginning of the project,
which leads to project changes, has a significant effect on identifying
and evaluating risks and challenges in terms of project cost and timing
(0.498, 6.099).
In the fourth hypothesis, intra-organizational and soft processes
and organizational culture have a significant effect on identifying and
evaluating risks and challenges in terms of project cost and timing
(0.605, 7.290).In the fifth hypothesis of the research, the perception
of inefficiency of project control and indicators of acquired value and
PMBOK standard of effective factors on identifying and evaluating risks
and challenges in terms of cost and timing of projects has a significant
effect (0.722, 6.322). In the sixth hypothesis of the research,
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insufficient attention to more accurate planning and estimation in
projects has a significant effect on identifying and evaluating risks and
challenges in terms of project cost and timing (0.558, 4.884). In the
seventh hypothesis of the research, the lack of risk management in
project control areas in the organization has a significant effect on
identifying and evaluating risks and challenges in terms of project cost
and timing (0.489, 6.556). In the eighth research hypothesis, the lack
of easy access to lessons learned and useful information in previous
projects has a significant effect on identifying and evaluating risks and
challenges in terms of project cost and timing (0.587, 5/045). In the
ninth hypothesis of the research, the lack of cooperation of senior
managers due to the unwillingness to make changes in the organization
has a significant effect on identifying and evaluating risks and
challenges in terms of cost and timing of projects (0.498, 4.388).
In the tenth hypothesis of the research, the lack of integration of
information and interactions between the employer and the contractor
has a significant effect on identifying and evaluating risks and
challenges in terms of cost and timing of projects (0.593, 6.098). In
the eleventh hypothesis of the research, the lack of specialized staff
has a significant effect on identifying and evaluating risks and
challenges in terms of cost and timing of projects (0.741, 6.093). In
the twelfth hypothesis of the research, financial problems in the
organization in financing projects have a significant effect on
identifying and evaluating risks and challenges in terms of cost and
timing of projects (0.440, 5.456).
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Discussion and Conclusion
As stated, the main purpose of this study is to investigate the
factors affecting the risk and challenges of the project in Tehran
Municipality, which examined the effects of these dimensions in the
managers of Tehran Municipality, it can be said that this study is the
first study Has examined the risk in 12 dimensions from the perspective
of managers, which has studied the factors and variables of this
research simultaneously, and the gap of its simultaneous study is felt.
In examining the first hypothesis of the research, it was found that
(Familiarity of employees with project control methods according to
PMBOK standard) is effective on risks and challenges and this
hypothesis was confirmed. This result is in line with research (Ramesh
etal, 2018; Globerson & Zwikael, 2002).
In examining the second hypothesis of the research, it was found
that (Financial burden imposed on the organization in case of
implementation of standard project control) is effective on risks and
challenges and this hypothesis was confirmed. This result is in line with
research (Badewi, 2015; Al-Hajj & Zraunig, 2018).
In examining the third hypothesis of the research, it was found
that (Inaccurate initial estimation and lack of complete identification of
stakeholder needs at the beginning of the project, which leads to
project changes) is effective on risks and challenges and this hypothesis
was confirmed. This result is in line with research (Besner &Hobbs,
2012).
In examining the fourth hypothesis of the research, it was found
that (Intra-organizational and soft processes and organizational
culture) is effective on risks and challenges and this hypothesis was
confirmed. This result is in line with research (Zwikael & Smyrk, 2015).
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In examining the fifth hypothesis of the research, it was found that
(Perception of inefficiency of project control and indicators of acquired
value and PMBOK standard among effective factors) is effective on
risks and challenges and this hypothesis was confirmed. This result is
in line with research (Joslin& Müller, 2015; Naeem etal, 2018).
In examining the sixth hypothesis of the research, it was found
that (Insufficient attention to more accurate scheduling and estimates
in projects) is effective on risks and challenges and this hypothesis was
confirmed. This result is in line with research (Carbone & Tippett,
2004).
In examining the seventh hypothesis of the research, it was found
that (Failure to apply risk management in the areas of project control
in the organization) is effective on risks and challenges and this
hypothesis was confirmed. This result is in line with research (Parker
& Mobey, 2004).
In examining the eighth hypothesis of the research, it was found
that (Lack of easy access to lessons learned and useful information in
previous projects) is effective on risks and challenges and this
hypothesis was confirmed. This result is in line with research (Carvalho
etal, 2015; Davis, 2014).
In examining the ninth hypothesis of the research, it was found
that (Lack of cooperation of senior managers due to unwillingness to
make changes in the organization) is effective on risks and challenges
and this hypothesis was confirmed. This result is in line with research
(Grant & Pennypacker, 2006).
In examining the tenth hypothesis of the research, it was found
that (Lack of integration of information and interactions between the
employer and the contractor) is effective on risks and challenges and
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this hypothesis was confirmed. This result is in line with research (Ika,
2009).
In examining the eleventh hypothesis of the research, it was found
that (Lack of specialized personnel) is effective on risks and challenges
and this hypothesis was confirmed. This result is in line with research
(Carbone & Tippett, 2004; Globerson & Zwikael, 2002).
In examining the twelfth hypothesis of the research, it was found
that (Financial problems in the organization in financing projects) is
effective on risks and challenges and this hypothesis was confirmed.
This result is in line with research (Badewi, 2015; Al-Hajj & Zraunig,
2018).
After review, it was shown that all 12 factors are involved in the
risks and challenges of project management. The relationship between
each of them and risk was determined according to the technique of
structural equations for each criterion.
The research results show that project challenges affect its risk
and make it possible for managers to identify these challenges. In this
regard, according to the purpose of the research, all hypotheses
(familiarity of employees with project control methods based on
PMBOK standard, financial burden imposed on the organization if the
project control standard is implemented, initial incorrect estimation
and failure to fully identify stakeholder needs at the beginning The
project that leads to project changes, intra-organizational and soft
processes and organizational culture, perception of project control
inefficiencies and PMBOK value-added indicators and standards are
effective factors, insufficient attention to more accurate timing. Lack
of risk management in the areas of project control in the organization,
lack of easy access to lessons learned and useful information in
previous projects, lack of cooperation of senior managers due to
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unwillingness to make changes in the organization, lack of integration
of information and interactions between employers and contractor,
shortage of skilled manpower, financial problems of the organization
in financing projects) affect the risks and challenges. Suggestions for
future research are provided:
•

In future research, the data base method can be used for
qualitative research and compared with the theme analysis
method. Quantitative multi-criteria quantitative decision-making
methods such as TOPSIS and Dematel can also be used in future
research to rank the same components and model them through
the fuzzy map method.

•

The method of structural equations and LISREL software can be
used in larger data and compared with current research and
published results. Comparative studies for the two countries can
also be used, compared to the present study, and the results
published.

•

In this research, the theme analysis method was used for
qualitative research and the structural equation method was used
for quantitative research. And published the results.
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ISSUES OF ASSESSMENT EMPLOYMENT STATE REGULATION
RESULTS
Abstract: The regulation of employment is always under the care
of the state, as on the one hand it solves social problems, on the other
hand it supports the progress of the country's economy. The state
seeks work-to-rule a balance between labor supply and demand, fill
vacancies, and create new jobs through investment. To this end, the
government publishes an annual employment regulation program that,
clearly outlines measures having a regulatory role in the labor market.
However, at the same time, assessments of the effectiveness of
employment state regulation are not yet provided. The article presents
the thesis, that ensuring the realization of labor supply and alleviation
of social tensions should become somewhat measurable in terms of
efficiency, which is proposed to be implemented on the basis of
comparability of lessening of socio-economic tensions and reduction of
unemployment.
Keywords: employment, government regulation, labor supply
and

demand,

socio-economic

tension,

unemployment

rate,

employment regulation efficiency
JEL code: J08
Research goal: propose criteria for evaluati.ng the results of the
regulation of labor employment by the state.
Research novelty: a mechanism for evaluating the effectiveness
of state employment regulation has been proposed, considering both
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the balance of labor supply and demand, as well as the correlation
between social tension and unemployment.
Introduction
The goal of the employment policy of the state is to create a stable
labor market-oriented conditions, which is implemented through state
regulation of the economy and social protection of the population.
The Law on Employment in the Republic of Armenia clearly states
that the goal of the state employment policy, as a component of
economic policy, is to meet the demand for the required quantity of
quality labor force, to ensure the effective realization of the existing
labor supply, which should be considered one of the main conditions
for sustainable economic development [1].
However, it should be noted, that from the point of view of
government interests, the employment of the population also solves a
social problem. Therefore, the purpose of the state employment policy,
as a component of the social protection policy, is to guarantee
internationally accepted standards of decent work and to ensure
consistent conditions, which should be considered one of the main
conditions for easing social tensions in the country.
Research results
By regulating the employment of the labor force, the state pursues
the goal of ensuring social solidarity, striving to create new jobs, filling
vacancies, improving the existing remuneration systems [3].
On the other hand, in pursuing employment policies, the state
enters into partnerships with local governments, social partners,
employers, non-governmental employment organizations, as well as
other interested organizations [5]. To this end, each year a state
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employment regulation program is presented, the purpose of which is
to create conditions for ensuring sustainable and effective employment
of the population. It is aimed at ensuring sustainable employment,
promoting self-employment, increasing the level of employment of job
seekers, especially people with disabilities, youth, promoting the
involvement of employers in state programs providing sustainable
employment, promoting "education-labor market" interactions, to
ensure effective, sustainable employment of uncompetitive groups
within the framework of integrated social services [2].
On the basics of all this, is the regulation of the structural balance
of labor supply and demand, which is implemented through wage,
business

organization,

financial,

investment,

tax,

regional

development, educational, demographic and labor mobility policies [4].
The general approaches to labor supply balancing of demand
regulation are presented by us through graphical analysis, assessing
changes in the unemployment rate (E) and socio-economic strain (U).
When labor supply (S) increases in the labor market and it is not
satisfied, both the unemployment rate rises and additional socioeconomic tensions cultivating among the population (see Figure 1).
However, such a situation can not be long-term, which will
eventually lead to social discontent and even revolts, so the state seeks
to take measures to increase employment by trying to increase labor
demand, thereby reduce unemployment, fill vacancies, support
uncompetitive jobs for special groups. Consequently, when there is a
decline in labor demand (D) among the population (see Figure 2), it
leads to both a reduction in the unemployment rate and a reduction in
the socio-economic tension of the population.
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E
S
0

U
Figure 1. Increasing unemployment and socio-economic tensions
due to boosted labor supply7

However, this situation can also hinder the socio-economic
development of the country, as the decline in labor demand in the
market may indicate the passivity of the economy and the decline in
sustainable development.
Therefore, in the field of employment regulation, the state can
regulate the balance of labor supply and demand, which in the context
of the level of unemployment and socio-economic satisfaction of the
population, we propose to present in Figure 3.

7

Figures 1-4 composed by author
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E

D
0

U
Figure 2․ Decrease in unemployment and socio-economic stress due
to reduced labor demand.

Figure 3. Balancing of labor supply and demand in the context of the
relationship between unemployment and socio-economic tensions.
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Figure 3 shows that by balancing labor supply and demand
through state employment regulation, a situation is created in the
country where the unemployment rate (E0) and the socio-economic
stress level (U0) are considered moderate. are within reasonable limits.

Figure 4․ Transformed equilibrium of labor supply and demand as
regulated by the state.

However, the role of the state in regulating employment is not
only to determine the supply-labor equilibrium, but also to attempt to
ensure social protection, effective supply of labor supply, thereby
contributing to the reduction of unemployment (improvement of the socio-economic situation (government measures are taken to mitigate the growing labor market
supply as a result of structural changes in new demand, which in turn
leads to a balancing of labor supply and demand in a new revised point
(see Figure 4).
Figure 4 shows, that the state's functions in regulating employment are considered justified, as balancing labor supply and demand
leads to both a decrease in the unemployment rate (from point E0 to

146

point E1) and a reduction in the socio-economic tension of the
population (from point U0 to point U1):
Therefore, the implementation of the labor supply policy and the
alleviation of social tension in the state policy on employment stipulated
by the legislation of the Republic of Armenia should become somewhat
measurable in terms of efficiency, which we propose on the basis of
reducing socio-economic tension and reducing unemployment level. In
our opinion, when ensuring the equilibrium of labor supply and
demand, when the state manages to ensure a parallel decline in socioeconomic tensions compared to the reduction of the unemployment
rat
such us:
•

1

);

•

improving working conditions (U2);

•

positive change in employment opportunities for people with
disabilities (U3);

•

speed of professional transition of young graduates ( U4);

•
•

positive trend of equalization of average nominal salaries of
urban and regional employees (U6);

•

increased support for entrepreneurship in the labor market (U7).

•

expansion of support to agriculture through the promotion of
);

8

•
•

9

);

receipt of information on vacancies and activation of the
).

10
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Conclusion
At the same time, the directions of alleviating the social tension of
the population through the application of the tools of regulation of
employment, depending on the specific situation of the economic
number. In this regard, we propose to evaluate the efficiency of the
state employment regulation with the following indicator:
which allows:
To begin with, to assess the lessening of socio-economic tensions
of the population due to the impact of the use of certain directions and
tools of employment regulation.
In addition, to establish interrelationship between the socio-economic expectations of the population and the level of unemployment in
the context of balancing supply and demand labor recourses.
Lastly, to identify the risks of disruption of social solidarity from
the point of view of state interests, which are formed as a result of
inefficient regulation of employment by the state.
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ASSESSING THE EFFECTIVENESS OF COMMUNITY
ENLARGEMENT IN TERMS OF FINANCIAL INDEPENDENCE
Abstract. In the 21st century, the processes of decentralization of
public administration are becoming more and more interesting. The
Republic of Armenia is not left out of these processes either. One of
the key issues since the independence of the Republic of Armenia was
the establishment and development of the local self-government
system, but the high degree of fragmentation of the administrativeterritorial structure did not allow the further development of the
system and the efficient use of resources. The administrative-territorial
reforms launched in 2011 aim to establish an effective, functioning
local self-government system, which will ensure balanced territorial
development. In this article, we present the assessment of the
effectiveness of community enlargement due to administrativeterritorial reforms in the context of community financial independence.
Keywords: community consolidation, decentralization, convergence, financial indicator, revenue, expenditure
JEL classification: H72, H70, R12, R50, R58
Research aim: to evaluate the effectiveness of community
consolidation

in

terms

of

increasing

community

financial

independence
Research hypothesis: the process of community consolidation
has had a positive impact on increasing the communities' own
incomes
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Research novelty: to demonstrate the use of the convergence
me
consolidation process
Introduction
A decentralized public administration system on the one hand
enables local governments to improve the quality of public service
delivery, as well aids to exercise a more effective local self-government;
on the other hand, it enables central governments to focus more on
public areas.
One of the positive aspects of decentralization of public services
is that the local self-government bodies are more aware of the
preferences and needs of the community residents, thus, they carry
out more effective management in this area. Since 2015, the Republic
of Armenia has started to deepen the decentralization processes, which
was conditioned by the implementation of the practical steps seen in
the "Concept of Community Enlargement and the Formation of InterCommunity Associations", already adopted in 2011. The consolidation
of communities, in practice, was a step towards weakening the
entrenched foundations of centralized governance, and ensuring the
balanced territorial development.
Literature review
Fiscal decentralization is the process of delegation of fiscal
responsibilities to the sub-national governments; involving devolution
of powers to tax and spending along with arrangements for correcting
the imbalances between resources and obligations [1]. For the local
authorities or for the private sector (which is not under the control of
the local government) this is the clear division of public administration
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functions between the "local governments"; applying the principle of
complementarity, according to which the upper echelon of the public
administration system should not be assigned what the lower echelon
can do better [2].
In 2011, the Government of the Republic of Armenia adopted the
"Concept of Community Enlargement and the Formation of InterCommunity Associations" [3]. When discussing the issues of financial
decentralization, many authors consider the low share of own revenues
in the share of total community income, as well as the dependence of
small and weak communities on subsidies for financial equalization [4].
Studies that aim on determination of the change in the share of own
income in the aggregate communities in the total income, show, that
the share of own income in the aggregate communities is growing
faster, which indicates the efficiency of the increase, in terms of
increasing financial independence [5].
In this article we discuss the financial indicators of the
communities in the pre-consolidation and post-consolidation regions,
as well as the issues related to the the speed of change of own income,
and the direction in the

consolidated and non-consolidated

communities.
Research Methodology
The following article discusses the financial indicators of the RA
pre-consolidation and post-consolidation periods, as
own income in
studies

we

calculate

2012-2020

expenditures and own income descriptive statistics. Thus, the
aforementioned indicators were used to compare pre and post-
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consolidation periods in the frameworks of the following research.

convergence coefficients for consolidated (

) and non-consolidated

(NCc) communities which allow us to draw solid conclusions about the
rate of change and direction of own income. We developed a linear
regression model using the E-views computer analytics package, to
assess the above-mentioned indicators based on 2012-2020 data. The
data sample is 449 for non-consolidated communities, and 52 sample
for consolidated communities.
The information regarding the data was obtained from various
sources, specifically from the data on

d

income were taken from the official websites of the Ministry of
Territorial Administration and Infrastructure of the Republic of
Armenia and Regional Administrations of RA [6].
Analysis
Initially, let's study the financial indicators of the RA communities
during 2012-2020. Figure 1 shows that the communities' own income
variation coefficients showed an upward trend until 2015, then
decreased and stabilized until 2020, maintaining the downward trend.
The coefficients of variation of the actual communities income, have
decreased by 33% by 2017, but since 2017 they have shown a very
small tendency of growth. The picture is slightly different when it
comes to the actual expenditures of communities, the indicators
showed a decreasing tendency until 2016, but since 2016 it stabilized
and showed a growing tendency at a rather high rate. In general, the
indicators showed a steady downward trend from 2015-2016, which
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could be related to the consolidation process. As for the indicator
averages they have registered a stable growth during the observed
period.
400%
300%
200%
100%
0%
2012

2013

2014

2015

2016

Own Income

2017

2018

2019

2020

Total actual income

Total actual expenditures

Figure 1. Coefficient of variation of own income, total actual income
and expenditures (2012-2020)

and direction of the change
of the share of own income in the total income of the communities.
The basis year for the research was 2012, and the the end of the period
was 2020. During the study period, we calculated the coefficients
separately for the consolidated or non-consolidated communities in the
ices have the same value, but
the calculation is based on different methodologies;
calculated by linear regression [7], [8].
generally u

The following formula is
.

Where.
base and final periods
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Zi,t includes all other factors supposedly
ui,t is the standard error

regression models (a linear regression model was developed using the
E-views computer analytics package). In the linear regression model,
the following variables are selected: independent variables - ratio of
consolidated/non-

own revenue, total actual

revenue in the final (2020) period, dependent variables - ratio of
revenue in the baseline (2012) period. Consider the equations of the
two evaluated models. The evaluated models are significant (Prob =
0.0000, Prob = 0.0000), which proves that the model is applicable.
With the initial grand purpose of checking the reliability of the model
results, we have conducted diagnostics tests additionally. We have
checked the heteroscedasticity of the errors, using the Breusch-PaganGodfrey test. The null hypothesis is not rejected at the 5% significance
level, so we notice that the error is homoscedastic (P values are less
than 0.05, which means that the null hypothesis that the variables are
significant, is not rejected, Cc (0.0001), NCc (0.0115)). To check the
presence of auto-correlation in the model, Lagrange multiplier test was
conducted. The null test hypothesis (there is no serial correlation Cc
(0.0362), NCc (0.0080 of any order) is not rejected at the 5%
significance level (P values are less than 0.05,)).
After the implementation of diagnostic tests, let us consider the
coefficient of determination (R-squared) of the model․ R-squared and
Adjusted R-squared is enough low (Cc R-squared=0․242, Cc Adjusted
R-squared=0.227,

NCc

R-squared=0.092,

NCc Adjusted

R-

squared=0.090) are evaluated models, the indicators are due to the
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fact that the model does not include other factors. Let us present the
equations of the evaluated models.
NCc2020 = 0.236* NCc2012 + 0.178 (1)
Cc2020= 0.328* Cc2012 + 0.142 (2)
Using the
aforementioned equation we get․
𝑵𝑪𝒄 =

𝑪𝒄 =

𝒆−𝟖𝛃 −𝟏
𝟖

𝒆−𝟖𝛃 −𝟏
𝟖

=0,236 (1)

=0,328 (2)
․

NCc

= -0.132 (1),

Cc

= -0.160

(2)
methodology. To calculate the coefficient of convergence, it is
necessary to use the coefficients of variation of series (CV) [9].
=

con

𝑪𝑽𝟏−𝐂𝐕𝟎
𝑪𝑽𝟎

where. CV1 is the coefficient of variation at the end of the period
under review
CV0 is the coefficient of variation in the base peri
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Table 2. Descriptive statistics8

Years

Standard

Mean

Deviation

Sample
Variance

CC2012

0.157782

0.368324

0.024895

NCC2012

0.152742

0.327502

0.02333

CC2020

0.10506

0.262749

0.011038

0.118769

0.255626

0.014106

NCC2020

From Table 2 it becomes clear that the variations of the series are
(the variation coefficient(CV) determined with standard deviation/mean
ratio). CV2012NCc= 0.466385, CV2012Cc= 0.428379, CV2020NCc=
0.464621, CV2020Cc= 0.399852. Using the variation coefficients and
off the formula for calculating convergence we get
-

-0․06659

Conclusion
We present the dynamics of community financial indicators, the
speed of change in the ratio of own revenues to total actual revenues
through convergence coefficients during the years 2012-2020. The
coefficients of variation of the rows indicate a positive dynamics, which can
be conditioned by the processes that took place during the
and
consolidation considering the vital aspect of sustainable regional
development.
The indicators also show that the ratio of own income/total and actual
income is growing faster in large communities, which in fact shows of
increasing the financial independence of communities.
8

159

The aforementioned, plays a major role in deepening decentralization
and sustainable regional development processes.
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RISKS EVALUATING ISSUES IN EPC PROJECTS
(Infrastructure projects of Tehran Municipality case study)
Abstract: Implementation of engineering, supply and construction
(EPC) contracts is one of the key areas of project management. EPC
contracts are especially active in the public sector, where construction,
resource management, and engineering solutions are intertwined within a
single urban development project, bringing with them relevant risks. The
model analysis of the obtained data revealed the weak links in the field of
software management. The surveys, from which the evaluation of the
results revealed that the main risks of the implementation of the EPC
program are related to the imperfection of management feedback, lack of
harmonization of project beneficiaries' expectations, inefficiency of the
program implementation. The study also revealed the managerial risks of
the implementation of the contractual obligations of the EPC, which are
formed from the inadequate knowledge and skills of the project managers.
Keywords: Engineering, Procurement and Construction contract
(EPS) Risk evaluation, Project Scheduling, MAXQDA, Fuzzy Vikor
JEL classification: C8, C4
Research Objective: The purpose of this research is to identify and
evaluate the risks and challenges in terms of project cost and schedule in
Tehran Municipality projects.
Research novelty: In this research, risks and challenges were
identified through the qualitative section and modeled through MAXQDA
software, and also their relationships and rankings were done by the fuzzy
vikor technique, in which item A1 (Familiarity of employees with project
control methods based on PMBOK standard) was identified as the
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challenge with the highest degree of importance, and the rest of the
challenges ranked next.
Introduction
Project management is one of most important and most used branches
of management during recent decades. With growing, complication and
sensitivity of projects, also specialists of project management always were
seeking to find better and more effective tools and solutions for projects
management [1].
Earned value management is a very capable technique for management
of limit, time and project cost. This technique enables project managers to
measure time and cost variances of project and also compute indexes of time
performance and project costs that on its basis to be able to analyze and
control project performance. Also, this technique has very valuable capability
in estimating cost and time of projects completion [2]. Estimation of final
results during project and a time that there is no opportunity for corrective
action, is one of essential needs of project control. Because in this way,
possibility of early and timely identification of weaknesses will be prepared
for managers and project team. Therefore, many project managers, senior
managers of companies and clients are interested to know what will happen
to project in future and how long will it take and how much will it cost [3].
Earned value management system provides such essential and important
information and issues prompt warning to project manager in order to take
due corrective actions [5].
Statement of Problem
Design and construction of one delivery technique, is project
execution that has a record in decreasing total costs of project and
building and constructing big equipment [4]. But amount of costs
decrement in this technique may be different affected by different work
cultures. Sometimes in work culture of Iran, using design and construction
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technique in form of derivatives of EPC contracts, has caused decrement
of resulted issues and problems from incoordination of engaged factors
in projects (employer, consultant and contractor). In Iran in recent years,
contracts of design and construction in form of EPC contracts in terms of
having privileges such as different kinds of risk to contractors, decrease
of cost prices and time reduction and construction acceleration, had
growing and impressive trend and in general is one of most favorite
choices among project execution-delivery techniques (PDS) before
employers of private and governmental sections based on conditions of
project and employer. Nature of design and construction contracts is in
such a way that most of challenges are with contractors. Since cost and
scheduling of project are considered as an important and risky part in
these contracts and there is need to identify proper techniques of project
control for controlling them, consequently identification and evaluation of
challenges of techniques execution can have great role in project
management in such projects and also can provide clearer path to
employer and contractor in order to execute project with considering
factors of time and cost [6].
Also, one of most important goals of project management team is that
they be able to accomplish the project in accordance with budget,
scheduling and covering all work limitations. Therefore, in these projects,
it is felt that such factors should be controlled continuously. Earned value
management that is called EVM in brief, is a valuable methodology in
analyzing and controlling project performance. Resulted value by
integrating three factors of time, cost and limitation, prepare possibility of
exact measurement of amount of project progress and timely decision
making for carrying out corrective actions. Of course focus of this
technique is on cost management more and even its scheduling indexes
are calculated based on cost. Also scheduling indexes that are used in this
technique, have not good function in last one third part of project that this
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issue causes to define another concept in the name of earned schedule
(ES). In this research, we will deal with evaluation and identification of
existent risks and challenges in terms of project cost and time control in
EPC contracts of Infrastructure projects of Tehran Municipality and we
explore their uncertainty and problems based on method of earned value
management and project management knowledge and we will present
some strategies in order to optimize current status, because Infrastructure
project has unique risks and challenges in terms of difference in existent
possibilities and knowledge [7].
Methodology
The present study has been used in terms of applied purpose and in
terms of hybrid approach method. In this way, first, in order to design the
model and identify the components, dimensions and variables of the
model, a qualitative approach has been used in the research, and after
designing the model and identifying the components of the model, a
quantitative approach has been used to finalize the model. In this study,
after the content analysis method of identifying and evaluating risks and
challenges in terms of cost and timing of EPC projects and providing
appropriate implementation solutions were evaluated, in the next step
using the Delphi method to identify the relevant dimensions and
components According to the experts, at the end, these variables and
related components were monitored and used in the form of a
questionnaire in a special method developed in the Delphi method. In the
quantitative part of the research, a questionnaire was designed to test the
designed model and the obtained data were analyzed using descriptive
statistics and inferential statistics. Therefore, in the descriptive part, the
frequency distribution table, central indicators, dispersion, distribution
form and related diagrams have been used. In the inferential section, the
Victor technique is used to measure the variables. The statistical
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population of the study consists of managers and experts of urban
infrastructure projects in Tehran Municipality. They are about 68 people.
The target population to select a sample from among experts and
university professors who had the necessary criteria, 10 people were
selected as a statistical sample in the qualitative section. Also in the
quantitative part of the research, the same 40 was determined as the
sample size. Sampling method is available randomly. The main research
data collection tools are interview, questionnaire, case study and
document review. A researcher-made questionnaire was used to explain
the model. The validity of the questionnaire was assessed and confirmed
by face validity, content validity and construct validity. In order to make
the questionnaire reliable, it was measured by calculating the incompatibility rate. The values of the calculated incompatibility rates are as follows.

Figure 1. Incompatibility rate of pair wise comparison of criteria

167

According to the figure 1, the incompatibility rate of pairwise
comparison of these criteria was 1%, which indicates the acceptable
accuracy of this pair wise comparison.
Research findings
According to the coding in 26 interviews conducted with experts of
infrastructure projects of Tehran Municipality, 269 initial codes were
formed. After the initial classification of the obtained data, the concepts of
open coding based on orientations, appropriateness and nature of
semantic load were divided into 12 categories, which are: familiarity of
employees with project control methods based on PMBOK standard,
Financial burden imposed on the organization in case of standard project
control implementation, inaccurate initial estimation and incomplete
identification of beneficiaries needs at the beginning of the project that
leads to project changes, intra-organizational and soft processes and
organization culture, perception of inefficiency of project control and
earned value indices and PMBOK standard among the effective factors,
insufficient attention to scheduling and more accurate estimates in
projects, failure to apply risk management in project control areas in the
organization, lack of easy access to lessons learned and useful information
in previous projects, lack of cooperation of senior managers due to
unwillingness to make changes in the organization, lack of information
integrity and interactions between the employer and the contractor,
shortage of expert personnel, financial problems in the organization in
funding projects.
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In the following, the output obtained from MAXQDA software related
to the analysis of research qualitative data is presented.

Figure 2. Output obtained from MAXQDA
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Open coding

Categories

Number of interviews
1

2

3

4

5

6

7

8

9

10

1. Expert personnel

Familiarity of employees with project

0

0

0

0

1

1

1

0

0

1

2. Proper trainability

control methods according to PMBOK

1

0

0

0

0

0

1

1

1

1

3. Lack of infrastructure

standard

1

1

1

0

0

0

1

1

1

0

1. Avoiding financial loss

Financial burden imposed on the

1

0

0

1

0

1

0

0

1

1

2. Identifying and tracking expenses

organization in case of implementation of

1

1

0

0

0

0

1

1

0

0

incurred

standard project control

1. Project exact risk

Inaccurate initial estimation and lack of

0

0

0

0

0

1

1

0

0

0

2. Accurate and accessible tools

complete definition of beneficiaries needs

1

1

0

0

0

1

0

0

1

0

3. Specifying the scope of the project

at the beginning of the project, which

0

0

0

0

1

1

0

1

0

1

4. Using previous project data

leads to project changes

1

1

1

0

0

1

1

0

0

0

1. Intra-organizational relationships

Intra-organizational and soft processes

0

0

1

1

0

1

1

1

0

0

2. Creating organizational culture

and organizational culture

1

0

0

0

1

1

0

0

1

0

1. Lack of continuity in project

Perception of inefficiency of project

0

0

1

1

0

0

1

0

0

1

implementation

control and indices of earned value and

2. Lack of strong supervision

PMBOK standard among effective factors

1

1

0

0

0

0

0

1

1

1

3. Lack of rights pursuit

1

0

0

1

1

1

0

1

1

0

4. Using physical progress index of the

0

1

1

1

0

0

1

0

0

1

project
1. Using knowledge management

Insufficient attention to more accurate

0

0

0

1

1

1

1

0

0

0

2. Staff awareness

scheduling and estimates in projects

1

0

0

0

0

0

0

1

0

1
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3. Ignoring risk

0

4. Many changes of the project

0

1

1

1

0

0

0

0

1

1

1

1

0

0

0

0

1

1

0

1. Low knowledge

Failure to use risk management in project

0

0

1

1

0

0

0

0

0

1

2. Lack of familiarity of experts with

control areas in the organization

1

1

0

0

0

0

1

1

1

1

0

0

1

1

0

0

0

0

1

0

project management
3. High age of staff
1. Holding educational courses

Lack of easy access to lessons learned

0

0

1

1

0

0

1

1

0

0

2. Establishment of knowledge

subjects and useful information in

0

0

0

0

0

0

1

1

0

0

management

previous projects

1. False infrastructures of Project

Lack of cooperation of senior managers

1

1

0

0

1

1

1

0

0

1

Management

due to unwillingness to make changes in

2. Rejection of technology by managers

the organization

1

0

1

0

0

0

1

1

0

0

1. Knowledge management

Lack of integrity of information and

0

1

0

0

1

1

1

0

0

1

2. Using experiences of other projects

interactions between the employer and

0

0

0

1

1

1

1

0

1

0

the contractor
1. Lack of skilled labor

Shortage of expert personnel

2. Lack of proper labor training

1

1

0

0

0

1

1

0

0

1

0

0

0

1

1

0

0

1

0

0

1. Resource scarcity

Financial problems in the organization in

1

1

1

1

0

0

0

1

1

1

2. Lack of investor

funding projects

1

1

0

1

1

1

1

0

0

0

0

0

0

0

1

1

0

0

1

0

3. Keeping budget expenditures low
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Results
Determining linguistic variables: Linguistic variables and their
options are shown in Figure 1. Linguistic terms to determine the
importance of the weight of the criteria and the ranking of each
criterion are listed in the table below.
Table 1. Triangular fuzzy number scale

Triangular fuzzy number

Linguistic terms

(0,0,0.25)

Very low (VL)

(0,0.25,0.5)

Low (L)

(0.25,0.5,0.75)

Medium (M)

(0.5,0.75,1)

High (H)

(0.75,1.1)

Very high (VH)

Step 1: Determining the importance of the criteria weight
In order to determine the weight and importance of criteria and
indices, a questionnaire based on the Likert scale (very low to very
high) was distributed among 8 groups every with 5 experts and senior
managers of Tehran Municipality based on Table 1. The following tables
are related to the criteria comparison questionnaire, which is first
presented in the form of verbal variables.
Table 2. The importance of the weight of the criteria according to
opinion of the expert group
D1

D2

D3

D4

D5

D6

D7

D8

M

H

VL

VL

L

M

M

L

C2

M

M

H

H

L

H

H

H

C3

VH

M

H

M

VM

M

H

M

C4

M

VH

VM

H

VH

M

L

VH

C5

VH

M

H

VH

VH

VH

H

H

C1
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Given the 8 groups of experts have rated each of the main criteria.
Then, according to the following formula, we will gather the experts'
opinions so that we can calculate the weight and importance of each
criterion. Assume that the relevant triangular fuzzy numbers are as (a,
b, c) set and k is the number of decision makers (experts), so for
gathering experts' opinions we do as follows.
A= Min k {a k} k , b=1 𝑏𝑘 ,𝐶= 𝑀𝑎𝑥 𝑘 {𝐶𝑘}𝑘
Step 2: The next step is to defuzzify the criteria weight matrix. In
previous researches, the difuzzification process has been performed
-fuzzy performance
of BNP, which are: mean of maximum (MOM), center of gravity (COA)
method and does not need to introduce the preferences of each
evaluator. The value of BNP or center of gravity method is calculated
as follows. If the set of triangular fuzzy numbers is defined as follows:
Wk=(Lwk, Mwk, Uwk)
BNPwk= Lwk + [(Uwk

Lwk) + (Mwk

Lwk)]/3

Step 3: Constructing fuzzy decision matrix
Step 4: Calculating best value (𝑓𝑖∗) and the worst value (𝑓𝑖− )
according to the following equation.
𝑓𝑖− = 𝑀𝑖𝑛 𝑥𝑖𝑗 , 𝑓𝑖∗ = 𝑀𝑎𝑥 𝑥𝑖𝑗
Step 5: Normalizing dij fuzzy difference
∗
°
∗
̃
𝑓𝑖° = (𝑎𝑖° , 𝑏𝑖° , 𝑐𝑖° ) , 𝑓𝑖∗ = (𝑎𝑖∗ , 𝑏𝑖∗ , 𝑐𝑖∗ ) , 𝑑̃𝑖𝑗 = (𝑓
̃
𝑖 − 𝑥
𝑖𝑗 )/ (𝑐𝑖 − 𝑎𝑖 )
Step 6: Calculate the separation values of Si and Ri
The following equations are used to calculate Si and Ri.
̃𝐽 ⊗ 𝑑̃𝑖𝑗)
𝑆̃𝑗 = ∑𝑛𝑖=1(𝑊
̃𝐽 ⊗ 𝑑̃𝑖𝑗 )
𝑅̃𝑗 = max( 𝑊
𝑖
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Step 7: Calculation of the Q
The following equations are used to calculate Q:
𝑄𝑖 = 𝑣 [

𝑆𝑖 −𝑆 ∗

𝑆 − −𝑆 ∗

]+(1 − 𝑣 ) [

𝑅𝑖 −𝑅∗

] ,

𝑅− −𝑅∗
∗

𝑆 =𝑀𝑖𝑛𝑆𝑖 ; 𝑆 =𝑀𝑎𝑥𝑆𝑖 , 𝑅 =𝑀𝑖𝑛𝑅𝑖 ; 𝑅 −=𝑀𝑎𝑥𝑅𝑖
∗

−

Therefore:
S*=(-01.35, 0, 1.988);

S=2.976 , R*=(-0.12, 0, 0.590);

R=0.845
Now by using the relation Q with value of v = 0.5
Table 3. Calculation of Q values for different options
S

Ranking

R

based on

Ranking

Q (V=0.5)

based on

S

Ranking
based on

R

Q

A1

0.332

1

0.089

1

0.133

1

A2

0.572

12

0.141

9

0.597

10

A3

0.551

11

0.153

10

0.663

12

A4

0.378

4

0.091

2

0.134

2

A5

0.384

9

0.121

7

0.299

5

A6

0.338

2

0.165

12

0.439

7

A7

0.441

7

0.095

3

0.161

4

A8

0.501

10

0.162

11

0.552

9

A9

0.399

5

0.105

6

0.445

8
6

A10

0.418

6

0.132

8

0.398

A11

0.472

8

0.096

4

0.154

3

A12

0.377

3

0.099

5

0.639

11

Then, by analyzing the sensitivity for different values of V, Table
(4) is obtained. As can be seen from this table, in all cases, option A1
has been selected as the most important option for risks and
challenges.
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Table 4. Non-fuzzy weighted decision matrix
V=0
V=0.
1
V=0.
2
V=0.
3
V=0.
5

A1
0.14
0.15

A2
0.02
0.59

A3
0.02
0.67

A4
0.01
0.18

A5
0.02
0.38

A6
0.02
0.52

A7
0.01
0.34

A8
0.10
0.19

A9
0.07
0.17

A10
0.15
0.21

A11
0.12
0.29

A12
0.02
0.19

0.15

0.61

0.69

0.16

0.36

0.12

0.23

0.09

0.15

0.02

0.01

0.12

0.16

0.64

0.69

0.16

0.34

0.19

0.67

0.18

0.45

0.52

0.31

0.19

0.18

0.67

0.70

0.16

0.32

0.17

0.14

0.43

0.16

0.47

0.01

0.10

In the description of Fuzzy Vikor method, it was explained in detail
that the selection of the final choice will be made by controlling the two
conditions C1 and C2, and if any of the conditions are not met, the
answer to the problem will change from single-choice to two-choice or
multiple-choice. The following conditions are considered:
DQ=1/m-1
Considering that the next option with a value greater than 0.1 is
in the next priority, therefore the first condition is met. According to
Table 3, the Q ranking results are consistent with S and R, so the
second condition is also met. According to the results, in the issue of
choosing risks and challenges, option A1 is the top option and the rest
of the options are placed in the next rankings.
Conclusion
Analysis of resulted data from interview with experts in this study
has shown that the risks and challenges, which are 12 categories,
include:
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Table 5. Weights of importance of each project control challenge
Project control challenges
Familiarity of employees with project control methods based
on PMBOK standard
Financial burden imposed on the organization in case of
implementation of standard project control
Inaccurate initial estimation and lack of complete
identification of beneficiaries needs at the beginning of the
project, which leads to project changes
Intra-organizational and soft processes and organizational
culture
Perception of inefficiency of project control and earned value
indices and PMBOK standard among the effective factors
Insufficient attention to scheduling and more accurate
estimates in projects
Failure to apply risk management in project control areas in
the organization
Lack of easy access to lessons learned and useful information
in previous projects
Lack of cooperation of senior managers due to unwillingness
to make changes in the organization
Lack of information integrity and interactions between the
employer and the contractor
Shortage of expert personnel
Financial problems in the organization in funding projects

0.133

Ranking
based
on Q
1

0.597

10

0.663

12

0.134

2

0.299

5

0.439

7

0.161

4

0.552

9

0.445

8

0.398

6

0.154
0.639

3
11

Q(V=0.5)

The weight and position of each option (project control challenge)
was determined based on the desired criteria, and finally, with the help
of the governing relations in the Fuzzy Vikor method, the share of each
criterion in the importance of the project control challenge was
determined. After the considered calculation, it was observed that
prioritizing the importance of 12 project control challenges in Tehran
municipality projects in order of weight is according to Table 5.
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CLASSIFICATION OF THE ENTERPRISE MANAGEMENT TOOLS
DESIGN FEATURES IN COMPETITIVE ENVIRONMENT
Abstract: The process of enterprise management is impossible to
consider as a separate closed system. The competitive features of
enterprise management tools in a competitive environment are
understood as special characteristics that distinguish them from other
tools. There are two groups of features of enterprise management
tools in a competitive environment: general and specific features. At
work, in the chain of study of management tools, their features, the
stages of their development and use are also revealed. Based on the
described features, the enterprise management tools were also
classified according to the following criteria: in relation to management
objects, management functions, management results, use of
management information systems, management impact method.
Stability in the market-competitive environment is very important for
any enterprise. In order to confirm this statement, it is necessary to
organize the activities of the enterprise in such a way that it
corresponds to the strategic goals and objectives of the enterprise
development. Therefore, in the management process, it is crucial to
identify the main business processes on which the management tools
are developed. Of particular importance is the use of information
technology in these processes, which can significantly improve the
efficiency of the management process.
In order to better understand the essence of developing
enterprise management tools in a competitive environment, it is
necessary to classify the features of this phenomenon.
The competitive features of enterprise management tools in a
competitive environment are understood as special characteristics that
distinguish them from other tools.
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Keywords: Management tool, competitive environment, features
of management tools, business process, main characteristics of
management tools, main stages of development and use of
management tools
JEL classification: M10, M11
Research aim: to classify the features of management tools,
which will allow to make more effective choices when choosing tools in
the management process
Research hypothesis: the importance of classifying management
tools in their design and application
Research novelty: introduced a model for the development and
application of enterprise management tools, which allows classifying
management tools according to their specific characteristics
Introduction
Based on the analysis of scientific publications on business
management, the study of management science and management
theories, two groups of features of the development of enterprise
management tools in a competitive environment are distinguished:
general and specific features.
Common features are a set of characteristics that are common to
all enterprise management tools. Common features include the
following features of management tools:
- management tools are designed by the management entity to
exercise managerial influence over the management facility.
- the management tools used by the business entity should be in
line with the mission of the enterprise, its strategic goals and
development goals;
- all management tools used by the enterprise should be consistent
with each other when used to achieve the overall goals of the enterprise
and solve problems;
- enterprise management tools have a number of specific
characteristics.
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The following are the main characteristics of the enterprise
management tools (parameters that describe (reveal) the nature of the
management tools).
ject of management is that on which the managerial
influence is exerted by means of a management tool.
management subject is the governing body, collegial body
or committee, which exercises managerial influence using a
management tool.
period during which the managerial influence is
exercised by the management tool of the enterprise, presupposes the
determination of a specific time from the beginning to the end of the
managerial influence.
- this describes the ratio of the sphere of managerial
influence to the size of the enterprise (the sphere of managerial
influence can be the workshop, the structural unit of the enterprise,
the business unit of the enterprise, the branch, the whole enterprise
as a whole).
ement is the desired, possible, necessary
condition of the controlled object to be achieved.
- a feature that reflects the amount of material,
manpower and time resources needed for the successful use of
enterprise management tools.
el of innovation - a characteristic that reflects the level of
change in the enterprise's internal environment required for the use
of management tools (staff qualifications, information system status,
equipment and production technology status).
Research methodology and results
Each management tool used by the enterprise has the described
characteristics, the content of which may differ depending on the
situation, the parameters of the external and internal environment of
the enterprise.
Special features appear when considering the main stages of
development and use of management tools. Based on the analysis of
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this process, a model for the development and use of enterprise
management tools was built.

Figure. 1. Formulation and Application Model of the model of
enterprise management tools9

9

Created by author
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The activities of each enterprise are based on its mission, strategic
goals and development issues. The company determines the scientific
approach to management, to which it will adhere, guided by which it
will form the management system of the enterprise, which is presented
in Figure 1, consists of nine business processes of the enterprise, the
organizational structure. of the enterprise. All of the above have an
impact on the main stages of the development of enterprise
management tools. These stages are discussed in more detail below.
The first stage consists of defining the database on the basis of
which the enterprise management tools are developed and used. The
database includes information on the mission of the enterprise, its
strategic goals and development goals, the scientific management
approach to which the company is committed, the enterprise
management system, the business processes of the enterprise; on the
state of the internal-external environment of the enterprise, on the
number of resources available to the enterprise. Database creation
works do not end with the next stage, but are carried out at all stages
of enterprise management tool design and use.
The second stage is to identify the problem in the enterprise. The
accumulation of information leads to the awareness of the problems of
the business entity, which must be solved and overcome for further
successful development. In the process of problem identification and
analysis, the object to which the operation of the enterprise
management tool will be directed is determined.
The third step is to define the purpose of using the enterprise
management tool. After identifying and analyzing the existing problems
in the activity of the enterprise, the goal is determined, for the
implementation of which the management tool will be used. The goal
must be in line with the enterprise mission and goal system.
The fourth stage, the situation analysis, is carried out using the
information accumulated in the previous stages on the externalinternal state of the enterprise, in the direction of the identified
problems. In this case, the analysis should contain information about
the initial state of the competitive environment and its changing trends.
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The fifth stage, the determination of the method of managerial
influence, includes the definition of the approach by which the staff
will be interested in achieving the goals of the enterprise. Numerous
studies in the field of management and general management have
shown that effective management of the enterprise is possible only on
the basis of a combination of four methods of managerial influence:
economic, administrative, social-psychological-educational [1].
The sixth stage is the selection of the management tool.
Considering the information collected and processed in the previous
stages, a management tool is selected to be used by the enterprise.
The management tools used as a result of the initial stages are in line
with the enterprise's mission, its strategic goals and development
objectives, and the current state of the enterprise's competitive
environment.
The seventh step is to use the enterprise management tool to
achieve the set goals.
The eighth stage controls the use of the management tool, which
includes the comparison of the planned indicators with the real
indicators. The results of the audit serve as information to the
managers about the extent to which the objectives were achieved, for
which the enterprise management tool was used.
The ninth stage, the analysis of deviations from the intended use
of the enterprise management tool, is the final stage of the process,
which includes the study of deviations, the possibility of correcting
mistakes. The final analysis should provide an overview of the
management tool (strengths and weaknesses of the management tool),
identify additional opportunities for enterprise development, and serve
as an information base for further use of enterprise management tools.
The first five phases are supportive: designed to select effective
enterprise management tools. Accordingly, each of the stages forms
specific features of the management tools presented in Figure 2.
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Figure 2. Features of enterprise management tools in a competitive
environment10

1) The peculiarities of the use of information systems is the totality
of the properties of the management tools, which are characterized by
the information systems used for their implementation (software
products, equipment).
2) Features of the control object is a set of certain properties that
the control tool possesses, depending on which control object it has a
controlling effect on. Management tools that are focused on different
management objects have special properties, it is impossible to use
10
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marketing management tools, for example, for production
management.
3) The features of the management goal are a number of
properties of the management tools, which are characterized by the
desired result of its use.
4) Features of the management functional goal are the features of
the management tool, depending on which management function it will
perform. Accordingly, the management tools used to forecast the
activities of the enterprise cannot be used to organize and coordinate
the activities of the enterprise.
5) Features of the method of managerial influence represent a set
of properties of the management tool, which are characterized by
methods of managerial influence.
Thus, the described features reveal the essence and nature of
enterprise management tools in a competitive environment, allow the
development of management tools that help to achieve the set goals
with the optimal use of resources.
Based on the specific features described, it is possible to classify
enterprise management tools according to the following criteria: In
relation to management facilities, management functions, management
results, use of management information systems, management impact
method (see Table 1)
Table 1. Enterprise management tools classification
Classification
feature
Related to
management
facilities
Related to
management
functions
Related to
management
results

Types of enterprise management tools
Marketing management tools; production management
tools; logistics management tools; personnel management
tools; investment management tools; financial management
tools; Innovation management tools.
Analysis tools; forecasting tools; planning tools;
organizational tools; coordination tools; accounting tools;
monitoring and evaluation tools; diagnostic tools; incentive
tools.
Anti-crisis management tools; change management tools;
adaptive management tools; strategic management tools;
Project management tools; financial engineering tools;
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Related to the
use of
information
systems

Regarding the
method of
management
influence

logistics tools; image management tools; benchmarking;
saving production; quality management tools; organizational
design tools; merger and acquisition tools; Outsourcing;
outfitting; diversification; CRM (Customer Feedback
Management System); factoring; six sigmas; business
intellect; certification; standardization; leasing; project
management; reengineering; budgeting.
Management tools used through Web 2.0 innovative
products applications. control tools used through
visualization programs. management tools used through
functional modules (CRM - customer relationship
management; SCM - logistics management); management
tools used through cloud computing business intelligence.
Administrative management tools; economic management
tools; social management tools; psychological management
tools; mixed management tools.

Stability in the market-competitive environment is very important
for any enterprise. In order to confirm this assertion, it is necessary to
organize the activity of the enterprise in such a way that it corresponds
to the strategic goals of the enterprise development: improvement of
the management system, increase of efficiency of resource use,
increase of competitiveness of produced products, increase of the level
of financial and economic indicators.
During its activity, the company strives to improve the results of
its activity. Modern approaches and Management technology-based
enterprise management tools help to improve operational efficiency
and reduce costs.
The development of a market economy in Armenia predetermined
the practice of enterprise management, in which functions were
distributed among the structural subdivisions of enterprises and there
was a low degree of clarification of borders a low level of responsibility.
Development and implementation of management decisions, implementation of business processes of the enterprise was determined by
the established experience, not provided by relevant regulations, by
instructions. and the quality of work and the decisions made were

189

based on the personal abilities of the heads of the structural
subdivisions [5, p. 68].
Any manager who has sought to accomplish the tasks assigned to
him / her is looking for special tools to work in his / her area of
responsibility. According to the hierarchy, the dominant approach in
the operational management of the enterprise is the approach of the
top manager (head of the enterprise).
The following aspects (targeted subsystems) of the enterprise are
most important in organizing the management of the enterprise:
finance, economic, engineering support (equipment-technologies),
production, commerce, personnel management, quality management,
information-organizational-methodological support, security.
All aspects of a business are interconnected, and management is
an integral part of it. The most important key components are quality
management, information management, and cost management. This
set of management components determines the most important basis
of behavior in the internal environment of the enterprise, determines
the rules of its sustainable development in a market environment. They
are applied to the operating regulations of certain functional units
through various interaction scenarios within the enterprise. It can be
argued that they provide an opportunity to improve the coordination
of in-house operational cooperation parameters, and increase the
efficiency of material, information and use of time resources,
addressing them to address the priority issues of enterprise
development.
The need for change creates the preconditions for the spread of
TQM ideology in the enterprise, based on overall quality management.
An effective implementation of the quality management system in the
enterprise can be done with ISO 9000. Through the development and
certification of a quality system in accordance with 2000 Series
standards. In fact, the key to quality assurance is the implementation
of the procedures and process documentation requirements for the
operations of the enterprise [5, p. 89].
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Existence of a certificate certifying the quality of the enterprise's
work related to the external environment is one of the competitive
advantages in the market of suppliers of raw materials.
Quality assurance in the enterprise is based on the ISO 9000:
2000 series based on eight basic principles of management: customer
orientation, leadership, active staff involvement, process approach,
systematic approach to management, continuous improvement, factbased decisions. Establishing mutually beneficial relationships with
suppliers.
Managers need to take a coordinated approach to enterprise
information management and use modern integrated ERP class
information and management systems. The ERP standard is an
enterprise resource management standard based on the construction
of a single information area of an economic object.
The current level of support for the organization of business
processes enterprise requires rapid processing continuous analysis of
large volumes of information. The most important component of this
media is documented information. How to use it and the ultimate goal
should be in line with the directions of enterprise development. The
development and storage of such a large body of information is
possible with the use of special computer equipment, based on an
individual approach, considering the characteristics of the enterprise.
Building an organization's business model using ERP standards
increases the efficiency of implementing different management
subsystems, helps to avoid unnecessary actions, and reduces errors.
Effective implementation of such a model is possible only with the use
of information technologies. Predictive and planning technologies for
ERP systems can significantly reduce costs and improve the quality of
business processes in the enterprise.
The use of information technology to improve management
efficiency has led to the development of a number of enterprise
management tools and systems. MRP I - materials need planning; MRP
II - Production Resource Planning; CSRP - planning resources
depending on customer needs. ERP - Enterprise Resource Planning
[5, p. 93].
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One of the primary tools for managing an organization in a
competitive environment is the ERP system, which covers a variety of
areas of activity: production management, procurement and inventory
management, sales management, financial management, accounting
and management accounting.
Conclusion
Thus, the described features of the design of management tools
for enterprises have the following meanings: Demonstrates the scope
of opportunities for enterprise management development, promotes
the development of enterprise management tools, expands the use of
information technology in enterprise management, facilitates the
distribution of responsibilities for enterprise management, determines
the depth of analytical issues related to enterprise management tools
development. The presented classification allows to identify the main
business processes of developing enterprise management tools in a
competitive environment.
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