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Abstract. Police negotiations in crisis incidents increasingly 

depend not only on interpersonal communication but also on the 

quality of information and analytical support available to 

negotiators and incident commanders. The relevance of this topic 

is determined by the growing complexity of crisis events, the 

expansion of digital communication channels, the influence of 

social media, and the need to minimize the use of force through 

timely de-escalation. The aim of the study is to systematize the 

components of information and analytical support for police 

negotiations and to develop an integrated model that connects 

digital tools, risk assessment, and de-escalation practices in 

crisis incidents. The study relies on a theoretical basis that 

combines communication-centered negotiation theory, crisis-

management logic, and contemporary approaches to digital 

support in policing and training. The methodology includes 

qualitative content analysis, comparative analysis, and synthesis 

of academic studies, police guidance documents, and official 

training materials of European law-enforcement institutions. The 

results of the study show that information and analytical support 

in police negotiations can be structured around five interrelated 

elements: digital communication tools, operational data 

collection, risk assessment, coordinated decision support, and 

reflective post-incident analysis. The article demonstrates that 

properly integrated digital and analytical tools can enhance 

situational awareness, improve communication strategies, 

support proportional decision-making, and strengthen de-

escalation capacity in crisis incidents. The practical value of the 

study lies in the proposed framework, tables, and conceptual 

model, which may be used in police training, crisis negotiation 

protocols, and curriculum design. 

Keywords: police negotiations, information and analytical 

support, digital tools, risk assessment, de-escalation, crisis 

incidents, police training, crisis communication. 
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Introduction. Police negotiations are one of the most important non-

coercive mechanisms for resolving crisis incidents. In modern policing, these 

incidents may include hostage situations, barricade events, suicide 

interventions, mental health crises, domestic violence episodes, and other 

high-risk encounters where the use of force carries substantial human, legal, 

and reputational consequences. In such contexts, negotiators are expected 

not only to speak effectively, but also to interpret rapidly changing 

information, assess risk, cooperate with incident command structures, and 

make use of digital and communication technologies that support decision-

making and operational coordination (College of Policing, 2020; Grubb, 

2023). 

The relevance of information and analytical support has grown 

significantly because crisis incidents now unfold in digitally saturated 

environments. Negotiations may be influenced by mobile communication, 

body-worn video, digital audio recording, social media dynamics, remote 

information sharing, and increasingly sophisticated command-and-control 

systems. CEPOL’s specialist training materials explicitly note that crisis 

hostage negotiation and crisis communication should reflect increased 

digitization and the use of social media at the international scale, while 

broader Europol programming documents emphasize the need to identify 

and develop new tools for law enforcement and forensic data extraction in 

complex operational environments (CEPOL, 2021, 2023; Europol, 2023).  

At the same time, digitalization does not automatically improve police 

negotiations. Information overload, fragmented data, communication delays, 

privacy concerns, cyber vulnerabilities, and poor integration between 

negotiation and command functions can weaken decision quality. CEPOL’s 

2024 annual activity report illustrates this vulnerability vividly, noting that 

the agency continued training operations after a major cyberattack and that 

more than 85,000 affected individuals had to be notified. This example 

demonstrates that digital infrastructures supporting law-enforcement 

training and communication are themselves subject to disruption and risk, 

which makes analytical resilience as important as technological adoption 

(CEPOL, 2025).  

Against this background, the study addresses the need to conceptualize 

police negotiation not simply as a communication skill, but as a process 

supported by integrated information and analytical systems. The article 

argues that effective de-escalation depends on the quality of information 

collection, the use of relevant digital tools, the adequacy of risk assessment, 

and the ability to transform information into operationally meaningful 

negotiation strategies. 

Literature Review. The literature on police negotiations has long 

recognized the central role of communication in the peaceful resolution of 

crises. Grubb’s work on police hostage and crisis negotiation shows that 

modern negotiation practice has evolved far beyond simple persuasive 
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dialogue and now requires adaptation to increasingly complex crisis terrains, 

dynamic subjects, and multi-actor decision environments. Training literature 

also emphasizes that negotiation involves crisis intervention, abnormal 

psychology, third-party intermediaries, communication systems, and 

command-post considerations, which places negotiation in a broader 

operational and analytical framework (Grubb, 2023). 

A related strand of literature focuses on de-escalation as a core principle 

of police response. The College of Policing stresses that de-escalation, 

communication, and negotiation are essential in difficult and fast-moving 

situations and should be supported by structured organizational practice. The 

associated evidence review further notes that effective de-escalation can 

slow down confrontations, improve public safety, and reduce harmful 

escalation. This means that negotiation should be understood not as an 

isolated specialty but as part of a broader prevention-oriented and safety-

oriented policing model (College of Policing, 2020a, 2020b).  

Another group of studies examines police response in crisis situations 

involving mental health and vulnerability. Lavoie et al. (2023) found that 

scenario-based training in both virtual reality and live-action formats led to 

significantly greater acquisition of de-escalation competences compared 

with a control group. Morgan and Harfield (2025) similarly show that 

communication and de-escalation training delivered by experienced police 

negotiators can enhance officers’ confidence and practical capabilities in 

psychologically complex encounters. These findings are important because 

they connect analytical preparation and digital training tools with improved 

operational behaviour in the field (Lavoie et al., 2023; Morgan & Harfield, 

2025).  

A separate but increasingly relevant line of research concerns digital 

tools and media environments. CEPOL’s crisis negotiation training 

catalogues for 2021 and 2023 explicitly refer to increased digitization, social 

media use, crisis communication integrity, intelligence and information 

management, and the exchange of good practices in negotiation. Studies of 

police social media use in crisis situations also show that digital 

communication has become part of the operational and reputational 

environment in which police actions are interpreted by external audiences. 

Thus, negotiation today unfolds not only at the scene but also within a wider 

informational ecosystem shaped by public messaging, digital traces, and 

media circulation (CEPOL, 2021, 2023; Reuter et al., 2022).  

Normative and ethical perspectives further reinforce the importance of 

analytical support. FRA’s manual on fundamental-rights-based police 

training emphasizes that police action should foster trust and treat human 

rights as a foundation of professional policing rather than an obstacle. In 

negotiation terms, this implies that information collection, digital tools, and 

operational assessment should be organized in ways that support legality, 

proportionality, and minimization of harm. These considerations are 
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especially important in high-risk incidents where the pressure for rapid 

action can undermine reflective judgment (FRA, 2013, 2019).  

Despite these advances, an unresolved issue remains. Existing literature 

often addresses communication, technology, and de-escalation separately. 

Much less attention is given to their integration within one analytical support 

model for police negotiations. This article addresses that gap by proposing a 

framework that unites digital tools, risk assessment, and de-escalation within 

a single conceptual structure. 

Aims. The aim of the study is to develop an integrated theoretical model 

of information and analytical support for police negotiations in crisis 

incidents by systematizing the roles of digital tools, risk assessment 

procedures, and de-escalation mechanisms in contemporary law-

enforcement practice. 

Methodology. The study is theoretical and analytical in design. It uses 

qualitative content analysis to examine academic publications, police 

guidance, and official materials from European law-enforcement training 

institutions. It also applies comparative analysis to identify convergences 

between training-oriented, operational, and rights-based approaches to 

police negotiations. Synthesis is used to combine these strands into an 

integrated model of information and analytical support (CEPOL, 2023, 2025; 

College of Policing, 2020a; FRA, 2013). 

The theoretical basis of the study combines three perspectives. The first 

is the communication-based perspective, which treats negotiation as a 

structured interaction aimed at reducing tension and maintaining dialogue. 

The second is the analytical perspective, which focuses on situational 

diagnosis, risk interpretation, and the transformation of data into operational 

judgments. The third is the crisis-management perspective, which views 

negotiation as one element in a coordinated incident response involving 

command structures, digital tools, and proportional decision-making. This 

combination is appropriate because police negotiations in crisis incidents 

occur at the intersection of these three domains (Grubb, 2023; College of 

Policing, 2020a; FRA, 2019).  

Results. The analysis shows that information and analytical support for 

police negotiations can be structured into five interrelated elements: digital 

communication and recording tools, operational data collection, risk 

assessment, decision-support coordination, and reflective post-incident 

analysis. Together, these elements form a support architecture that enhances 

negotiator effectiveness and increases the probability of de-escalation. 

The first element is the use of digital tools that support communication, 

recording, coordination, and training. Specialist negotiation training 

literature identifies communication systems and command posts as relevant 

technical considerations in crisis negotiation, while UK guidance on 

negotiator deployment notes that individual digital audio recorders are good 
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practice because they preserve the dialogue for review and operational 

learning. 
 

Table 1. Digital tools in police negotiations and their analytical 

functions 
Digital tool or resource Main function in crisis negotiation Analytical value 

Secure communication 

systems 

Maintain reliable contact between 

negotiators, command, and tactical units 

Reduce delays, ensure message 

consistency, support 

coordinated response 

Digital audio recorders Capture dialogue during negotiations 

Enable review of statements, 

emotional shifts, threats, 

concessions, and timing 

Body-worn video 
Record meaningful operational 

encounters and context 

Improve situational 

reconstruction, behavioural 

review, and training feedback 

Command-post 

information systems 

Aggregate scene information and 

support incident coordination 

Help transform fragmented data 

into operationally relevant 

awareness 

Social media 

monitoring and crisis 

communication tools 

Track public messaging, external 

narratives, and digital interference 

Identify reputational risks, 

misinformation, audience 

effects, and communication 

spillovers 

Virtual reality training 

platforms 

Simulate crisis encounters for training 

and assessment 

Strengthen preparedness, 

scenario analysis, and de-

escalation competence 

acquisition 

Source: developed by the author based on CEPOL (2021, 2023), NPCC (2024), College of Policing 

(2020a), Grubb (2023), and Lavoie et al. (2023) 

 

Body-worn video guidance similarly frames recording as part of a 

meaningful operational encounter, which makes it relevant not only for 

evidentiary purposes but also for post-incident analysis and training. In 

addition, VR-based training has been shown to improve de-escalation 

competence acquisition at levels comparable to live-action simulation, which 

suggests that digital tools are valuable not only at the incident stage but also 

at the training stage (Grubb, 2023; NPCC, 2024; Lavoie et al., 2023).  

The second element is operational data collection. In crisis incidents, 

negotiators and command teams need information about the subject’s 

identity, behavioural state, emotional volatility, communication style, access 

to weapons, possible hostages, environmental constraints, time sensitivity, 

and potential third parties. This information often emerges incrementally and 

may come from police records, witnesses, digital communications, on-scene 

observations, and recorded interaction. Without structured collection and 

filtering, data can overwhelm rather than support the negotiator. CEPOL’s 

specialist training materials explicitly include intelligence and information 

management as part of crisis hostage negotiation preparation, which 

confirms the analytical importance of data collection in negotiation work 

(CEPOL, 2023). 

The third element is risk assessment. In police negotiations, risk 

assessment is not a one-time administrative step but a dynamic interpretive 
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process. It involves the probability of violence, self-harm, escalation, 

communication breakdown, external interference, and loss of tactical 

control. The evidence base on conflict management stresses the importance 

of slowing down conflict situations to improve safety, while rights-based 

police training underscores the need for proportionality and harm 

minimization. This means that negotiation-related risk assessment must 

combine behavioural, operational, legal, and reputational dimensions 

(College of Policing, 2020b; FRA, 2013). 

 

Table 2. Proposed risk-assessment matrix for police negotiations in 

crisis incidents 
Risk domain Key indicators Negotiation implications 

Behavioural risk 

Agitation, confusion, threats, 

emotional instability, suicidal 

ideation 

Requires adaptive communication, 

slower pacing, and psychological 

sensitivity 

Tactical risk 
Weapons, barricading, proximity to 

victims, environmental hazards 

Requires close alignment between 

negotiation and tactical planning 

Informational risk 
Fragmented data, unreliable 

witnesses, contradictory reports 

Requires verification, prioritization, 

and careful interpretation 

Digital risk 

Social media leakage, external 

online pressure, cyber disruption, 

compromised communications 

Requires controlled messaging and 

secure communication channels 

Legal and ethical risk 

Disproportionate intervention, 

rights violations, unlawful 

recording or data use 

Requires compliance-oriented 

decision-making and documentation 

Reputational risk 

Public scrutiny, media 

amplification, post-incident 

criticism 

Requires clear communication logic 

and defensible proportionality 

Source: developed by the author based on College of Policing (2020a, 2020b), FRA (2013, 2019), CEPOL 

(2023), and Reuter et al. (2022) 

 

The fourth element is decision-support coordination. Negotiators do not 

operate in isolation. Their analytical interpretation must inform command 

decisions, while command needs and tactical realities shape negotiation 

possibilities. In this respect, information and analytical support functions as 

a bridge between dialogue and action. CEPOL’s training priorities and law-

enforcement programming documents indicate that modern police practice 

increasingly values interoperability, shared information systems, and new 

tools for operational support. This suggests that digital and analytical 

capacities are central to effective coordination during critical incidents 

(CEPOL, 2025; Europol, 2023).  

The fifth element is reflective post-incident analysis. Recorded 

dialogue, video material, command logs, and scenario reconstruction can all 

be used to examine which negotiation moves supported de-escalation and 

which did not. This transforms technology from a passive storage 

mechanism into an active professional-learning resource. 
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Table 3. Selected indicators illustrating the growing significance of 

digital and analytical support 
Indicator Value Analytical meaning 

Duration of CEPOL crisis hostage 

negotiation activity 
4 days 

Negotiation is treated as a 

specialist training field 

Minimum participants in CEPOL 

crisis negotiation activity 
26 

Training is organized for 

structured professional cohorts 

CEPOL training activities 

implemented in 2024 
347 

Large-scale institutional 

investment in law-enforcement 

learning 

CEPOL participants trained in 2024 Almost 22,000 
Broad reach of specialized 

training infrastructure 

Number of affected individuals 

notified after CEPOL cyberattack 
More than 85,000 

Demonstrates digital 

vulnerability of training and 

information systems 

Comparative effect of VR and live-

action de-escalation training 

Both significantly 

improved competence 

acquisition versus control 

Digital simulation can support 

negotiator-related competence 

development 

Source: developed by the author based on CEPOL (2023, 2025) and Lavoie et al. (2023) 

 

Evidence reviews on body-worn video note its usefulness for advancing 

professionalism and training, while research on negotiator development 

emphasizes the role of experience, review, and learning over time. Therefore, 

information and analytical support should extend beyond the live incident 

into the domains of institutional memory and training quality (Grubb et al., 

2022; Scotland et al., 2022). 

 
Figure 1. Integrated model of information and analytical support for 

police negotiations 
Source: developed by the author 

 

uncertainty, emotional volatility, possible violence, public scrutiny, digital exposure

Crisis incident context

witness data, police records, on-scene observations, digital communications, recorded 
dialogue

Information layer

verification, behavioural interpretation, risk assessment, scenario forecasting, prioritization

Analytical layer

secure communications, digital audio recording, body-worn video, command-post 
systems, social media monitoring, VR-based training

Support tools

adaptive negotiation strategy, coordinated command decisions, controlled communication, 
proportional response

Operational application

de-escalation, safer resolution, lower force reliance, improved accountability, institutional 
learning

Outcome
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Discussion. The proposed model shows that information and analytical 

support is not an auxiliary function in police negotiations. It is one of the 

main conditions for effective de-escalation. Communication alone is 

insufficient when negotiators face unstable subjects, incomplete information, 

media pressure, and operational uncertainty. What makes communication 

effective in such settings is the ability to interpret data, verify assumptions, 

coordinate with command structures, and use digital tools in ways that 

reduce uncertainty rather than amplify it. This interpretation is consistent 

with specialist negotiation literature and police guidance that increasingly 

place communication inside a wider crisis-management architecture (Grubb, 

2023; College of Policing, 2020a).  

The study also suggests that digitalization should be approached 

critically. Digital tools can improve documentation, information flow, 

training realism, and post-incident learning. However, they can also 

introduce new vulnerabilities, including communication compromise, 

privacy concerns, information overload, and cyber risks. CEPOL’s 

cyberattack experience is especially instructive because it demonstrates that 

police learning and information systems are themselves exposed to 

technological disruption. For this reason, digital support in negotiations 

should be guided by analytical discipline, legal compliance, and resilience 

planning rather than by technological enthusiasm alone (CEPOL, 2025; 

FRA, 2019).  

Another important implication concerns police education. The evidence 

on VR and scenario-based de-escalation training indicates that digital 

environments can be used not only for operational support but also for 

competence formation. This opens the possibility of designing negotiation 

curricula that integrate digital tools, risk-assessment exercises, and post-

incident analytics into one learning cycle. Such an approach may be 

especially valuable in preparing negotiators and frontline officers for 

incidents involving mental health crises, suicidal behaviour, or unstable 

high-stress interactions where communication quality is decisive (Lavoie et 

al., 2023; Morgan & Harfield, 2025).  

At the same time, the article has limitations. It is theoretical and does 

not empirically test the proposed model on one police unit or one national 

system. Its value lies in conceptual integration rather than statistical 

causality. Future research may therefore validate the framework through 

interviews with negotiators, case analysis of crisis incidents, comparative 

studies of negotiation units, or curriculum audits in police academies. 

Conclusion. The study demonstrates that information and analytical 

support is a central component of effective police negotiations in crisis 

incidents. Digital tools, risk assessment, and de-escalation should not be 

treated as separate subjects. They form an integrated system in which 

information is collected, interpreted, and transformed into operationally 

meaningful negotiation strategies. This system helps negotiators maintain 
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dialogue, improve situational awareness, support command decisions, and 

reduce the need for force (College of Policing, 2020a; CEPOL, 2023). 

The article identifies five key elements of such support: digital 

communication and recording tools, operational data collection, dynamic 

risk assessment, coordinated decision support, and reflective post-incident 

analysis. Together, these elements create the infrastructure for more 

informed, proportionate, and accountable police negotiation practice. The 

proposed tables and conceptual model may be used in training design, 

operational guidance, and further theoretical development of negotiation 

studies.  

The practical significance of the study lies in its potential application to 

police education and crisis-management protocols. Further research should 

test the framework empirically, examine its use in national police systems, 

and explore how digital resilience and analytics can be embedded more 

explicitly in negotiation training and evaluation. 
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Abstract. International aviation transport safety standards 

constitute a comprehensive and multi-level system of norms, 

procedures, institutional mechanisms, and operational 

practices aimed at ensuring the safe functioning of civil 
aviation at the global, regional, and national levels. The 

relevance of this topic is обусловed by the growing role of air 
transport in the global economy, intensifying cross-border 

mobility, the increasing complexity of the security 

environment, and the emergence of new technological, cyber, 
and hybrid threats to aviation infrastructure. The purpose of 

this study is to systematize international aviation transport 
safety standards, identify the role of key international 

organizations in shaping the safety architecture of civil 

aviation, and determine the main contemporary challenges to 
their implementation. The methodology is based on systemic, 

comparative, institutional, and regulatory-legal approaches, 
which made it possible to examine aviation safety as an 

integrated and dynamic governance system. The study shows 

that international aviation transport safety standards form a 
multi-level regulatory framework in which global ICAO 

norms, regional mechanisms, industry standards, and national 
implementation instruments interact. It is established that the 

effectiveness of this system depends on the integration of flight 

safety, aviation security, oversight, occurrence investigation, 
and safety management procedures. The most important 

factors strengthening this framework are a risk-oriented 
approach, safety culture, digital monitoring, information 

exchange, and institutional coordination. The practical 

significance of the study lies in the development of a 
generalized model of international aviation transport safety 

provision that can be used to improve national civil aviation 
policy, strengthen state oversight systems, and adapt aviation 

governance to contemporary global challenges. 
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Introduction. Aviation transport safety is one of the key conditions for 

the sustainable functioning of the global transport system, international 

trade, tourist mobility, and the economic integration of states. Unlike many 

other modes of transport, civil aviation operates in a high-risk environment 

where even isolated failures in the technical, organizational, human, or 

information component may have significant consequences for human life 

and health, infrastructure, the international reputation of the air carrier, and 

the state as a whole. For this reason, the international community has formed 

a complex system of standards and recommended practices designed to 

ensure a unified approach to flight safety, aviation security, personnel 

certification, airworthiness of aircraft, airport operation, and the organization 

of state oversight. 

The contemporary development of civil aviation takes place in 

conditions of growing air traffic intensity, digitalization of management 

systems, automation of navigation processes, increasing cyber threats, the 

transnational nature of terrorist risks, and a high degree of dependence on 

international coordination. Under these conditions, ensuring aviation 

transport safety can no longer be regarded solely as a technical task of 

individual airlines or national regulators. It acquires the features of a multi-

level international policy within which global standards, industry audit 

mechanisms, risk assessment systems, and national implementation 

mechanisms must function in a coordinated manner. 

A special role in this system belongs to international organizations, first 

and foremost the International Civil Aviation Organization, which forms the 

regulatory basis of global governance. At the same time, the standards and 

practices of international professional associations, regional aviation 

structures, and corporate safety management systems implemented directly 

by aviation entities are also important. In this context, the study of 

international aviation transport safety standards is necessary for 

understanding not only formal requirements but also the institutional logic 

of the contemporary safety architecture of civil aviation. 

Literature Review. The literature on international aviation transport 

safety demonstrates that contemporary safety regulation is no longer limited 

to technical compliance or accident response. Instead, it is increasingly 

interpreted as a complex and multi-level system that combines international 

legal standards, institutional oversight, organizational safety management, 

human factors analysis, airport and air navigation performance monitoring, 

and protection against emerging threats. Within this scholarly and regulatory 

field, the dominant conceptual foundation is provided by the International 

Civil Aviation Organization, whose annexes to the Convention on 

International Civil Aviation establish the normative basis for harmonized 

global regulation of civil aviation safety and security (International Civil 

Aviation Organization [ICAO], 2024). This regulatory architecture is further 

strengthened by the Global Aviation Safety Plan, which frames aviation 
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safety as a continuously evolving strategic domain requiring coordinated 

international action, proactive risk reduction, and measurable safety 

performance improvement (ICAO, 2025a). 

A major strand of the literature focuses on the transition from reactive 

to proactive and predictive safety governance. In earlier regulatory models, 

safety improvement was often driven by accident investigation and post-

event correction. More recent approaches emphasize safety planning, hazard 

identification, risk assessment, and ongoing performance monitoring. This 

evolution is clearly reflected in ICAO’s contemporary safety-management 

framework, which promotes a systematic approach to managing safety 

through organizational structures, accountability mechanisms, reporting 

processes, and continuous improvement cycles (ICAO, 2018, 2025b). 

Stolzer et al. (2023) develop this logic further by showing that safety 

management systems have become one of the central managerial instruments 

in aviation, enabling organizations to integrate strategic safety goals with 

daily operational practice. Their work demonstrates that safety is best 

understood not as a static condition but as an outcome of structured 

organizational learning and controlled adaptation to operational risks. 

The growing importance of safety management systems has also 

generated a substantial body of more specialized research. Tyagi et al. 

(2023), in a systematic literature review devoted to aviation maintenance, 

show that SMS research has expanded from basic procedural and compliance 

issues to broader questions of safety culture, reporting behaviour, 

organizational capability, and process integration. This finding is important 

because it confirms that aviation safety is now increasingly studied as a 

socio-technical and managerial system rather than as a purely engineering-

based field. In this perspective, international standards derive much of their 

practical value not only from formal legal force, but from the ability of 

aviation organizations to internalize them through internal management 

systems, data-driven monitoring, and institutionalized safety routines. 

A related and highly influential field of literature concerns human 

factors and error management. Studies in this tradition consistently show that 

aviation accidents and incidents are rarely caused by a single technical 

defect. Rather, they emerge from complex interactions between human 

decision-making, communication, training quality, fatigue, supervision, 

organizational pressure, and system design. Helmreich (2000) made a 

significant contribution to this discussion by arguing that aviation provides 

one of the most useful environments for understanding error management in 

high-risk organizations. His work emphasizes that the central issue is not the 

complete elimination of error, which is unrealistic, but the creation of 

systems capable of detecting, mitigating, and learning from errors before 

they escalate into catastrophic outcomes. 

Subsequent research has deepened this analytical perspective. 

Wiegmann and Shappell (2001) proposed the Human Factors Analysis and 
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Classification System as a structured framework for interpreting aviation 

accidents through multiple levels of causation, including unsafe acts, 

preconditions for unsafe acts, supervisory failures, and broader 

organizational influences. This model became particularly important 

because it shifted attention away from narrow individual blame and toward 

the systemic and layered character of safety failure. Kharoufah et al. (2018), 

in a review of human-factor causations in commercial air transport accidents 

and incidents, confirm that human factors remain one of the most significant 

explanatory domains in aviation safety analysis. Their study demonstrates 

that communication breakdowns, decision errors, situational awareness 

deficiencies, and coordination problems continue to shape accident causation 

despite technological progress. Yan et al. (2014) add an important 

contemporary dimension by identifying emerging human-factor risks in 

North American aviation operations and arguing that these risks evolve 

together with operational complexity, organizational changes, and new 

technological environments. Together, these studies show that international 

safety standards cannot be effective if they are interpreted only as technical 

prescriptions. They must also address the human and organizational 

conditions within which aviation systems actually function. 

Another important direction in the literature concerns oversight, audit, 

and system-level performance monitoring. International standards achieve 

real meaning only when they are supported by effective implementation, 

inspection, and accountability mechanisms. In the global aviation system, 

ICAO’s Universal Safety Oversight Audit Programme performs a key role 

by assessing how effectively states discharge their oversight responsibilities 

and by identifying systemic weaknesses in national aviation systems (ICAO, 

2025c). At the industry level, the IATA Operational Safety Audit has 

become one of the most recognized mechanisms for evaluating the 

operational safety management of airlines according to internationally 

accepted criteria (International Air Transport Association [IATA], 2024). 

IATA’s broader operational safety framework also reinforces the view that 

aviation safety depends on common procedures, performance benchmarks, 

and continuous standardization across carriers and operational environments 

(IATA, 2025). 

In addition to audit and oversight systems, the literature increasingly 

uses performance reports and safety reviews as important analytical tools for 

understanding the dynamics of aviation safety. The Annual Safety Review 

published by EASA provides not merely descriptive statistics on accidents 

and incidents, but a structured interpretation of key operational risk areas and 

emerging trends in the European aviation domain (European Union Aviation 

Safety Agency [EASA], 2024). Similarly, the Global ANS Performance 

Report prepared by the Civil Air Navigation Services Organisation 

contributes to the analysis of safety from the perspective of air navigation 

system performance, efficiency, and resilience (Civil Air Navigation 
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Services Organisation [CANSO], 2017–2021). These sources are significant 

for the literature because they reinforce the idea that aviation safety should 

be evaluated not only through legal compliance or post-incident analysis, but 

also through system performance, data comparison, and continuous 

monitoring of operational quality. 

The airport dimension of aviation safety also occupies an important 

place in the literature and institutional discourse. Airport safety is 

increasingly treated as a distinct yet integrated element of the broader safety 

ecosystem, involving runway safety, apron operations, wildlife hazards, 

emergency preparedness, and coordination among multiple service 

providers. Airports Council International (2022) emphasizes that airport 

safety is inseparable from the overall resilience and reliability of air 

transportation, especially in a context where airports serve as operational 

nodes connecting aircraft movement, passenger processing, security control, 

and ground services. This institutional approach supports the broader 

academic view that safety in aviation should be understood systemically, 

with airports functioning as critical interfaces between technical 

infrastructure, human performance, and regulatory requirements. 

Aviation security forms another major component of the literature, 

especially in relation to international standards. Whereas flight safety has 

traditionally been associated with operational risks and accident prevention, 

aviation security addresses threats related to unlawful interference, sabotage, 

unauthorized access, terrorism, and emerging hybrid risks. ICAO’s Aviation 

Security Manual and related policy instruments remain central normative 

references in this field, defining structured approaches to preventive 

protection of civil aviation systems (ICAO, 2022). Price (2024) extends this 

discussion by showing that contemporary aviation security must increasingly 

account for dynamic and technologically mediated threats, including those 

that may not fit older models of physical interference. His work illustrates 

the growing convergence between safety and security in aviation, since 

vulnerabilities in one domain can quickly affect the other. 

In recent years, one of the fastest-growing areas of research has been 

cyber resilience. The digitalization of airport operations, communication 

systems, navigation infrastructure, data exchange, and passenger-processing 

systems has significantly expanded the scope of aviation vulnerabilities. 

Ukwandu et al. (2022) demonstrate that airport information systems face a 

wide spectrum of cyber threats that may affect not only administrative 

systems but also operational continuity and safety-relevant processes. This 

is especially important for international aviation safety standards because it 

challenges the traditional distinction between safety, security, and 

information governance. The literature increasingly indicates that future 

aviation safety systems must incorporate digital resilience and cyber-risk 

mitigation as essential components rather than optional supplementary 

measures. 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

19 

The literature also reveals the continuing influence of systemic accident 

models in aviation safety research. Larouzée and le Coze (2020), revisiting 

the Swiss cheese model and its critics, show that layered defense models 

remain analytically useful, although they should not be applied 

mechanically. Their analysis is relevant to aviation transport safety because 

it supports the view that failures emerge through alignments of 

organizational, technical, human, and supervisory weaknesses rather than 

through isolated breakdowns. This perspective aligns closely with the logic 

of international aviation standards, which are designed to create multiple 

layers of protection across regulatory, institutional, technical, and 

operational domains. 

Overall, the reviewed literature provides a strong basis for 

understanding international aviation transport safety as a multi-level and 

evolving system. At the same time, an important gap remains. Many sources 

focus on one dimension only, such as SMS, oversight, human factors, airport 

operations, or cybersecurity, whereas less attention is given to the interaction 

between these dimensions within a single international safety architecture. 

This indicates the need for a more integrated analytical approach in which 

international standards are examined simultaneously as legal norms, 

institutional oversight mechanisms, organizational practices, and adaptive 

responses to emerging operational and technological threats. Such an 

approach is particularly relevant for understanding how the global aviation 

safety system can remain effective under conditions of increasing 

complexity, digitalization, and transnational interdependence. 

Aims. The aim of the article is to generalize international aviation 

transport safety standards, identify their main structural elements, 

institutional mechanisms of implementation, and contemporary challenges 

of practical application. 

Methodology. To achieve this aim, a systemic approach was used, 

which made it possible to consider aviation transport safety as a multi-

component system combining regulatory, legal, technical, organizational, 

managerial, and informational elements. A comparative approach was 

applied to compare global, regional, and industry regulatory mechanisms. 

An institutional approach made it possible to determine the role of 

international organizations and national regulators in ensuring the 

effectiveness of standards. Regulatory and legal analysis was used to 

characterize the main international documents and principles that define the 

safety policy of civil aviation. 

Results. International aviation transport safety standards form a multi-

level regulatory system in which global norms, regional rules, industry 

standards, and internal corporate procedures of aviation entities are 

combined. The basic level of this system is universal international norms 

establishing general requirements for the organization of civil aviation, 

certification, safety management, aviation security, occurrence 
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investigation, and state oversight. The next level consists of regional 

mechanisms that specify and harmonize rules within individual integration 

areas. The third level is represented by industry standards of professional 

organizations and audit programs. The fourth level covers internal safety 

management systems of airlines, airports, air navigation service providers, 

and other operators. 

 

Table 1. Main levels of the international system of aviation transport 

safety standards 
Level Content Main actors 

Global 
Universal international standards and 

recommended practices 
ICAO, member states 

Regional 
Harmonized rules and oversight 

mechanisms 

Regional aviation agencies, 

integration associations 

Industry 
Professional standards, audits, 

recommendations 
IATA, ACI, CANSO, and others 

Corporate 
Internal safety management systems, 

procedures, and control 
Airlines, airports, service providers 

Source: systematized by the authors 

 

Such a multi-level approach ensures a combination of universality and 

adaptability. On the one hand, aviation safety must rely on unified and 

generally recognized principles. On the other hand, specific implementation 

mechanisms should take into account the level of development of the 

national aviation system, technological capabilities, the structure of the 

transport market, and the current risk profile. 

Key international standards and areas of their application. 

International aviation transport safety standards may be conditionally 

grouped into several functional areas. The first area covers flight safety 

standards relating to the airworthiness of aircraft, certification of personnel, 

rules of operation, maintenance, aerodrome activities, and air navigation. 

The second area is associated with aviation security in the narrow sense, that 

is, the protection of civil aviation against acts of unlawful interference, 

including terrorist threats, sabotage, unauthorized access, and the 

transportation of dangerous items. The third area covers the investigation of 

aviation occurrences and the prevention of repeated incidents. The fourth is 

related to the system of state oversight, audit, control, and international 

assessment of compliance. The fifth area concerns the implementation of 

safety management systems as a mandatory component of the activities of 

aviation organizations. 

Under contemporary conditions, it is precisely the integration of these 

areas that ensures the resilience of the safety system. Formal compliance 

with rules without effective risk management is no longer sufficient. 

Similarly, isolated technical measures cannot compensate for gaps in 

organizational culture, communication, or state control. 

 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

21 

Table 2. Functional areas of international aviation transport safety 

standards 
Area Main content Purpose 

Flight safety 
Operation, airworthiness, personnel 

training 

Prevention of aviation 

occurrences 

Aviation security 
Protection against acts of unlawful 

interference 

Prevention of terrorist and other 

threats 

Occurrence 

investigation 

Analysis of the causes of incidents and 

accidents 

Formation of preventive 

decisions 

State oversight Control, audit, certification, inspection 
Ensuring compliance with 

standards 

Safety management 
Hazard identification, risk analysis, 

effectiveness control 

Formation of a proactive safety 

system 

Source: systematized by the author 

 

Institutional mechanisms for ensuring aviation transport safety. The 

institutional architecture of international aviation transport safety is based on 

the interaction of several groups of actors. The first group includes 

international intergovernmental organizations that form the regulatory basis 

and coordinate global policy. The second includes regional bodies and 

agencies that ensure the specification of rules, coordination of control, and 

mutual recognition of procedures. The third group consists of industry 

organizations that develop practical standards, audit tools, and 

recommendations for market operators. The fourth group covers national 

aviation administrations and state oversight authorities. The fifth group is 

represented by the direct actors of air transportation: airlines, airports, air 

navigation service providers, technical organizations. 

At the center of the contemporary model is the concept of shared 

responsibility. International standards define the framework, but practical 

safety is achieved only under the condition of effective interaction among all 

participants. If national oversight is weak, corporate mechanisms may prove 

insufficient. If, however, an operator formally complies with requirements 

but does not form a safety culture, the standards lose their real effectiveness. 

To summarize the results of the study, it is advisable to present the 

international aviation transport safety system in the form of an integrated 

model. Such an approach makes it possible to reflect the interrelation 

between regulatory levels, institutional actors, and practical mechanisms for 

implementing safety policy. Figure 1 demonstrates the logic of the 

functioning of the international system of aviation transport safety standards 

and shows how global norms are transformed into state oversight procedures 

and corporate safety management. 
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Figure 1. Integrated model of the international aviation transport 

safety system 
Source: developed by the authors 

 

As shown in Figure 1, the international aviation transport safety system 

functions as a consistent and interconnected mechanism in which global 

norms acquire practical meaning only through regional adaptation, national 

implementation, and corporate application. At the same time, the 

effectiveness of this system depends not only on the existence of standards 

but also on the quality of feedback, the ability to identify risks, adjust 

procedures, and form a culture of continuous safety improvement. 

Contemporary challenges to international aviation transport safety 

standards. Among the most significant contemporary challenges, it is 

necessary to distinguish cybersecurity, digital integration of management 

systems, automation, the spread of unmanned aerial systems, hybrid threats, 

and the need to integrate safety and environmental policies. The 

digitalization of aviation infrastructure opens new opportunities for 

monitoring, forecasting, and data analysis, but at the same time increases 

dependence on information systems and creates new vulnerabilities. This 

means that international standards must develop toward greater flexibility, 

integration of cyber risks, and improvement of information exchange 

procedures. 

Another challenge is the uneven institutional capacity of states. Not all 

countries have the same ability to fully implement international 

requirements, develop oversight systems, train inspectors, and digitally 

support control processes. This creates an asymmetry in the safety 

environment that is critical for international transportation. Therefore, 

Global standards and principles

international norms, recommended practices, basic requirements

Regional and industry harmonization

specification of rules, common procedures, industry audits, exchange of 
experience

National implementation

legislation, certification, state oversight, inspection, compliance control

Corporate safety management

safety management system, risk assessment, personnel training, internal 
control

Result

safe air transportation, risk reduction, increased trust, resilience of the 
aviation system
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international audits, technical assistance, capacity-building programs, and 

mutual recognition of best practices become particularly important. 

 

Table 3. Contemporary challenges to the international aviation 

transport safety system and response directions 
Challenge Potential impact Direction of response 

Cyber threats Disruption of information 

systems, data loss, operational 

failures 

Integration of cybersecurity into 

aviation standards 

Automation and digitalization New technological 

dependencies and risks of 

system errors 

Updating control procedures 

and personnel training 

Unmanned systems Increased risk of airspace 

violation and operational 

conflict 

Development of special 

regulatory regimes 

Uneven state capacity Differences in the level of 

implementation of standards 

Technical assistance, audit, 

international cooperation 

Hybrid and terrorist threats Increased vulnerability of 

airports and air transport 

Strengthening integrated 

aviation security 

Source: systematized by the authors 

 

Discussion. The results of the study indicate that international aviation 

transport safety standards should be interpreted not as a static set of isolated 

regulatory requirements, but as a dynamic and multi-level governance 

system that combines legal norms, institutional interaction, technical 

procedures, and managerial practices. This understanding is especially 

important because the effectiveness of aviation safety depends not only on 

the formal existence of standards, but also on the consistency of their 

implementation at the global, regional, national, and corporate levels. In this 

sense, the international safety framework of civil aviation functions as an 

integrated regulatory architecture in which each level supplements and 

reinforces the others. 

A significant implication of the study is that the practical value of 

international standards is determined by the quality of their institutional 

translation into national systems of oversight and operational practice. 

Global standards may establish the general logic of safety regulation, but 

their real impact depends on the administrative capacity of states, the 

professionalism of regulatory authorities, the quality of inspection and 

certification procedures, and the readiness of aviation operators to 

incorporate risk-based management into their daily activities. Therefore, a 

key issue is not only the adoption of standards, but also the creation of 

effective mechanisms for monitoring, enforcement, feedback, and 

continuous improvement. 

The study also confirms that the contemporary development of aviation 

safety is closely linked to the transition from a reactive model of regulation 

to a proactive and predictive one. Traditionally, many regulatory responses 

in civil aviation were strengthened after accidents or serious incidents. 

However, the current logic of international safety management increasingly 
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focuses on hazard identification, preventive control, data-driven analysis, 

and organizational learning before an adverse event occurs. This shift 

substantially changes the role of both regulators and operators, since safety 

is no longer understood merely as compliance with technical rules, but as an 

ongoing process of risk governance embedded in institutional culture. 

Particular attention should be paid to the growing interaction between 

aviation safety and digital transformation. On the one hand, digital 

technologies significantly expand the possibilities for monitoring, 

automation, communication, predictive analytics, and integrated control of 

aviation processes. On the other hand, they create new vulnerabilities related 

to cyber threats, system dependence, software reliability, and the security of 

data exchange. This means that the traditional understanding of aviation 

safety, which historically focused primarily on technical reliability and 

human performance, must now be broadened to include digital resilience and 

cyber-secure governance. In future practice, the effectiveness of aviation 

safety systems will increasingly depend on how successfully states and 

operators combine classical safety principles with digital risk management. 

Another important conclusion from the study is that the institutional 

asymmetry between states remains one of the major barriers to the uniform 

implementation of international safety standards. Although civil aviation is 

regulated through common international principles, countries differ 

substantially in terms of financial resources, technical infrastructure, 

regulatory expertise, training systems, and oversight capability. As a result, 

the same international standards may be implemented with different levels 

of quality and consistency. This creates a fragmented safety environment in 

which formal harmonization does not always guarantee equivalent practical 

outcomes. Therefore, international audit mechanisms, technical assistance 

programs, and capacity-building initiatives remain crucial instruments for 

reducing such disparities. 

The discussion also suggests that safety culture has a central role in 

ensuring the sustainability of aviation safety systems. Even the most 

comprehensive regulatory framework may remain ineffective if 

organizations do not support open reporting, learning from incidents, internal 

accountability, and professional responsibility at all levels. In this regard, the 

human factor should not be interpreted narrowly as a source of error. It 

should be understood more broadly as a component of organizational 

behaviour, communication, leadership, and institutional trust. Consequently, 

the future strengthening of international aviation safety standards must 

involve not only updating technical and legal requirements, but also 

supporting cultural and managerial transformation within aviation 

organizations. 

Overall, the findings of the study demonstrate that international aviation 

transport safety standards remain the foundation of global civil aviation 

stability, but their effectiveness increasingly depends on adaptability, inter-
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institutional coordination, digital integration, and the ability to respond to 

emerging threats. This confirms the need for continuous modernization of 

international and national safety frameworks, as well as for a broader 

interdisciplinary understanding of safety as a regulatory, organizational, 

technological, and cultural phenomenon. 

Conclusions. The study has established that international aviation 

transport safety standards form a complex multi-level system that combines 

universal regulatory principles, regional harmonization mechanisms, 

industry standards, and internal corporate safety management procedures. 

Their significance lies not only in the formal regulation of the activities of 

civil aviation entities, but also in the creation of a unified safety space within 

which predictability, compatibility, and controllability of international 

transportation are ensured. 

It has been proved that the contemporary aviation transport safety 

system is based on the combination of several functional blocks: flight 

safety, aviation security, state oversight, occurrence investigation, and safety 

management systems. It is precisely their integration that ensures the 

transition from a reactive model of response to occurrences to proactive risk 

management based on the early identification of hazards, assessment of 

vulnerabilities, and continuous improvement of procedures. 

It has been substantiated that the greatest influence on the effectiveness 

of international standards is exerted by the institutional capacity of states, the 

quality of national oversight, the level of development of safety culture, the 

digital maturity of aviation infrastructure, and the ability for international 

cooperation. Under contemporary conditions, cybersecurity, digital 

monitoring, regulation of unmanned systems, data integration, and the 

exchange of safety information among all participants in the aviation system 

become especially important. 

Thus, international aviation transport safety standards should be 

regarded as a dynamic system that requires continuous updating, adaptation, 

and institutional strengthening. For states seeking to strengthen their aviation 

systems, priority areas should include harmonization of national legislation 

with international requirements, development of risk-oriented state 

oversight, strengthening of personnel training systems, digitalization of 

control, and formation of a sustainable safety culture at all levels of civil 

aviation functioning. 
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Abstract. Artificial intelligence has become a significant driver of 

change in human resource management, particularly in 

recruitment and talent management. AI-based tools are 

increasingly used for resume screening, candidate matching, 

personalized training, performance analytics, and retention 

management. Consequently, AI is viewed not only as a 

technological innovation but also as a strategic resource that can 

strengthen organizational effectiveness. This study examines how 

AI-driven recruitment and talent management practices influence 

organizational performance and identifies the mediating 

mechanisms through which this influence occurs. Special attention 

is given to employee engagement and perceived job security as key 

explanatory variables. The study is based on a secondary 

analytical approach using recent empirical studies, conceptual 

papers, and industry reports published mainly in 2024 and 2025. 

The analysis integrates insights from social capital theory, the 

resource-based view, and information processing theory. The 

findings show that AI-enabled recruitment and talent management 

positively affect organizational performance both directly and 

indirectly. Recruitment, performance management, and training 

initiatives demonstrate positive effects, while employee 

engagement emerges as a significant mediator. Perceived job 

security also plays an important mediating role. Organizations that 

implement advanced AI-driven talent systems report improvements 

in time-to-hire, cost-per-hire, retention, employee satisfaction, and 

overall performance. The results suggest that AI creates 

organizational value not only through efficiency gains but also 

through its influence on employee perceptions and workplace 

experience. Future research should apply longitudinal approaches 

and examine industry-specific and ethical dimensions of AI 

implementation in HRM. 

Keywords: artificial intelligence, recruitment, talent management, 

organizational performance, employee engagement, job security, 

human resource management, mediation, AI-enabled HRM, 

performance management, employee retention, workforce 

analytics. 
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Introduction. Artificial intelligence has become one of the most 

influential drivers of change in contemporary human resource management. 

Its impact is particularly visible in recruitment and talent management, 

where algorithmic tools increasingly support resume screening, candidate 

matching, performance evaluation, training personalization, and employee 

retention. In this context, AI is no longer perceived only as a technical 

innovation but as a strategic instrument capable of reshaping organizational 

capability and performance. 

The growing use of AI in HRM is associated with measurable 

improvements in efficiency and decision quality. Recent evidence suggests 

that organizations using AI-enabled HR solutions achieve greater speed in 

hiring, more accurate candidate-job matching, and more data-informed talent 

decisions (Rao & Kumar, 2025; Usman et al., 2025). At the same time, the 

implementation of AI raises broader organizational questions. It is not 

sufficient to know that AI improves efficiency. It is equally important to 

understand how these improvements are translated into stronger 

organizational performance and through which mediating mechanisms AI 

affects employee and firm-level outcomes. 

This article addresses that problem by examining the mediating role of 

employee engagement and perceived job security in the relationship between 

AI-driven recruitment and talent management practices and organizational 

performance. The study is grounded in social capital theory, the resource-

based view, and information processing theory. It argues that the 

organizational value of AI does not arise only from automation itself, but 

from the way AI changes information flows, employee perceptions, and the 

quality of managerial decision-making. 

Literature Review. Social capital theory explains how AI-enhanced 

HR practices may strengthen organizational performance through better 

information exchange, improved relational fit, and stronger collaborative 

potential (Coleman, 1988; Putnam, 2000). In recruitment, AI can improve 

candidate-job alignment by identifying patterns that are not easily visible to 

human recruiters, thereby enhancing the quality of new hires and the 

relational resources embedded in the workforce (Chu & Srivastava, 2025; 

Qin et al., 2025). 

The resource-based view emphasizes that sustainable performance 

depends on valuable, rare, and difficult-to-imitate resources. In this 

perspective, AI-enabled talent management systems can be regarded as 

strategic organizational assets that provide superior capability in attracting, 

developing, and retaining talent. Organizations that implement AI 

comprehensively are therefore more likely to achieve competitive advantage 

than those with fragmented or minimal adoption. 

Information processing theory further clarifies why AI matters for 

HRM. Traditional HR processes rely on limited information sources and 

human judgment under bounded rationality. AI expands the organization’s 
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ability to process real-time and large-scale data, improving the speed, 

consistency, and quality of talent-related decisions. This makes it possible to 

move from reactive HR practices toward predictive and strategic workforce 

management. 

AI-driven recruitment includes several interrelated functions, such as 

automated resume screening, predictive candidate sourcing, skills-based 

matching, and AI-supported interview scheduling. These applications reduce 

administrative burden and improve the objectivity of selection processes 

(Rao & Kumar, 2025). In talent management, AI is increasingly used in 

performance management, personalized training, sentiment analysis, 

retention prediction, and compensation optimization. The integration of 

these applications allows organizations to treat talent management as a 

connected ecosystem rather than a set of isolated functions. 

The literature also shows that AI affects organizational performance 

through multiple dimensions, including operational efficiency, employee 

outcomes, strategic capability, and financial results. However, the strongest 

theoretical contribution of recent studies lies in showing that AI does not 

influence performance only directly. It also does so indirectly by affecting 

employee engagement, trust, job security, and organizational culture. 

Aims. This study is designed to examine how artificial intelligence in 

recruitment and talent management contributes to organizational 

performance and to clarify the mechanisms through which this contribution 

occurs. In particular, it focuses on the direct effect of AI-driven recruitment 

and talent management practices on organizational outcomes, as well as on 

the mediating pathways that explain this relationship. Special attention is 

given to the role of employee engagement as a mediator of the AI-

performance link and to the influence of perceived job security in shaping 

this process.  

The study also aims to identify the organizational conditions that 

enhance the effectiveness of AI in human resource management. Overall, the 

main objective is to synthesize recent empirical evidence into an integrated 

explanatory model showing how AI-enabled HR practices create 

organizational value. 

Methodology. This article uses a secondary analytical approach based 

on recent empirical studies, conceptual papers, and industry evidence 

published primarily in 2024 and 2025. The research design is integrative and 

interpretive. Instead of generating primary survey data, the article 

systematizes existing evidence and reconstructs the pathways through which 

AI-driven recruitment and talent management affect organizational 

performance. 

The proposed framework assumes a direct relationship between AI-

enabled HR practices and organizational performance, as well as indirect 

effects through employee engagement and perceived job security. It also 

recognizes the moderating importance of technology readiness, 
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organizational culture, and implementation quality. 

Results. The evidence reviewed in this study indicates that AI-enabled 

recruitment and talent management have a statistically significant and 

practically meaningful effect on organizational performance. These effects 

are visible not only in direct efficiency indicators, but also in broader talent 

outcomes such as engagement, retention, and performance quality. 

To make the empirical evidence more readable, the numerical results 

from the original manuscript are reformatted below into tables, each 

accompanied by a short interpretive discussion. 

Before presenting the first table, it is important to note that recruitment 

is the most visible point of AI application in HRM. The recruitment stage 

provides the clearest measurable evidence of AI effectiveness because 

improvements in screening, sourcing, and scheduling can be directly 

translated into time and cost indicators. 

 

Table 1. AI impact on recruitment process metrics 

AI application 
Accuracy/Efficiency 

metric 

Improvement over 

traditional 
Source 

Resume screening 92-95% accuracy +20-25% Rao & Kumar (2025) 

Interview scheduling 97% automation rate 60% time reduction Rao & Kumar (2025) 

Skills assessment 98% accuracy +23-28% Rao & Kumar (2025) 

Candidate sourcing 
85% candidate quality 

improvement 

70% reduction in 

sourcing time 
Industry synthesis 

Overall time-to-hire 85% reduction From 42 days to 6 days IQTalent (2025) 

Cost-per-hire 30-40% reduction 
From $4,500 to $2,700-

3,150 
IQTalent (2025) 

Source: compiled by the author based on Rao and Kumar (2025) and IQTalent (2025) 

 

After Table 1, it becomes evident that AI changes the economics of 

recruitment in a substantial way. The strongest effects are observed in time-

to-hire and cost-per-hire, which suggests that AI delivers immediate 

operational value. At the same time, the gains in screening accuracy and 

candidate quality indicate that AI contributes not only to speed, but also to 

the strategic quality of talent acquisition. 

The recruitment evidence, however, represents only one part of the 

broader picture. To understand how AI contributes to organizational 

performance more fully, it is necessary to examine its role in talent 

management outcomes such as training, performance management, 

engagement, retention, and employee effectiveness. 

After Table 2, the pattern becomes clearer. AI has positive effects 

across multiple HRM functions, but the strongest coefficient in the table is 

associated with training and development. This implies that AI contributes 

particularly strongly when it supports employee growth and capability 

building. In addition, the engagement pathway is statistically significant, 

which confirms that AI affects organizational outcomes not only through 

process optimization but also through changes in employee experience. 

 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

31 

Table 2. Empirical effect sizes of AI-driven HR practices on 

organizational outcomes 
Talent management 

function 

AI effect 

size (β) 
p-value Practical outcome Sample 

AI-based recruitment 0.116 0.007 
Direct performance 

impact 

340 IT 

professionals 

Performance management 0.180 < 0.001 
Enhanced objective 

assessment 

340 IT 

professionals 

Training and development 0.204 < 0.001 
Personalized learning 

pathways 

340 IT 

professionals 

Employee engagement 

mediation 
0.136 0.002 

Significant indirect 

effect 

340 IT 

professionals 

Staff retention improvement – – 51% improvement 
Multi-organization 

study 

Employee performance 

improvement 
– – 27% improvement 

Multi-organization 

study 

Employee satisfaction 

improvement 
– – 24% improvement 

Multi-organization 

study 

Source: compiled by the author based on Usman et al. (2025) and Edstellar (2024) 

 

The next group of findings focuses on the mediation model itself. These 

results are central to the argument of the article because they explain how 

AI-generated improvements are translated into organizational performance. 

In readable form, the mediation results indicate the following: 

− AI-driven HR practices significantly predict organizational performance, 

with a total effect of c = 0.387, p < 0.001; 

− Employee engagement mediates the relationship through an indirect effect 

of 0.136, p = 0.002, accounting for 35.1% of the total effect; 

− Perceived job security mediates the relationship through an indirect effect 

of 0.133, p = 0.003, accounting for 34.4% of the total effect; 

− Together, these mediators explain approximately 69.5% of the total effect 

of AI on organizational performance. 

These results show that the effect of AI is predominantly indirect. In 

other words, AI creates organizational value not merely because it automates 

tasks, but because it affects how employees feel, engage, and interpret the 

implications of technological change. 

The following table presents another important dimension of the results, 

namely the accuracy of AI-supported performance management models. 

This is relevant because performance management is one of the core areas in 

which AI shifts HRM from periodic evaluation toward continuous analytics. 
 

Table 3. AI performance management system accuracy metrics 

Performance metric 
Genetic 

Algorithm 
CNN 

Hybrid CNN + 

GA 

Infrastructure readiness 91% 94% 95% 

Training and development accuracy 93% 92% 96% 

Feedback mechanism precision 94% 95% 97% 

Workflow design optimization 93% 94% 98% 
Source: compiled by the author based on Rao and Kumar (2025) 
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After Table 3, it can be concluded that hybrid models produce the 

highest accuracy across all categories presented. This suggests that AI 

effectiveness in talent management is not determined solely by adoption, but 

also by the sophistication of the analytical architecture used. The superiority 

of the hybrid model also supports the broader argument that more advanced 

AI integration can strengthen HR decision quality. 

The table 4 compares organizations with advanced AI implementation 

to those with limited or no AI. This comparison is useful because it translates 

effect sizes into organizationally meaningful benchmarks. 

 

Table 4. Comparative performance of advanced AI implementation 

versus limited or no AI 

Metric 
Advanced AI 

implementation 
Limited/No AI Improvement 

Time-to-hire 6 days 42 days 85% reduction 

Cost-per-hire $2,700-3,150 $4,500 30-40% reduction 

Offer acceptance rate 89% 74% +15% 

New hire performance 4.2/5.0 3.4/5.0 +24% 

Employee retention 94% 78% +51% 

Employee engagement score 4.1/5.0 2.9/5.0 +41% 

Employee satisfaction 4.3/5.0 3.2/5.0 +24% 

Training ROI 2.8x 1.6x +75% 

Revenue per employee $487,000 $382,000 +27% 

Profit margin improvement +3.2% +0.8% +300% relative 

Source: compiled by the author based on Rao and Kumar (2025), Edstellar (2024), and IQTalent (2025) 

 

After Table 4, the practical significance of AI becomes unmistakable. 

Organizations with advanced AI implementation outperform those with 

limited or no AI not only in HR process indicators, but also in broader 

economic and performance measures. The difference in retention, 

engagement, and revenue per employee demonstrates that AI-enabled HRM 

can become a strategic organizational capability rather than a narrow 

administrative innovation. 

The final table 5 in the Results section concerns the financial logic of 

implementation. Since organizations often hesitate to adopt AI because of 

perceived costs, a cost-benefit perspective is necessary to show the economic 

viability of investment. 

After Table 5, it becomes clear that AI adoption in talent management 

is economically defensible under the assumptions presented in the source 

studies. Even when implementation, integration, and training costs are 

included, the projected benefits exceed the costs substantially, and the 

payback period remains short. This strengthens the argument that AI in HRM 

should be seen not as an experimental tool, but as an investment with 

measurable strategic returns. 
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Table 5. Typical cost-benefit analysis of AI-driven talent management 

implementation 
Cost/Benefit component Year 1 Years 2-3 annual 

AI platform licensing 150,000-250,000 150,000-250,000 

Implementation/integration 75,000-125,000 – 

Training and change management 50,000-100,000 15,000-25,000 

Total cost 275,000-475,000 165,000-275,000 

Recruiting cost savings 450,000-600,000 450,000-600,000 

Retention value 375,000-525,000 375,000-525,000 

Training efficiency gains 150,000-200,000 150,000-200,000 

Productivity gains 280,000-350,000 280,000-350,000 

Total benefits 1,255,000-1,675,000 
1,255,000-

1,675,000 

Net benefit (ROI) 780,000-1,200,000 980,000-1,410,000 

Payback period 3-5 months – 
Source: compiled by the author based on Rao and Kumar (2025), Edstellar (2024), and IQTalent (2025) 

 

At this point in the article, the appendix should be explicitly integrated 

into the main text. A suitable sentence is the following: 

The operational indicators proposed for monitoring AI-enabled 

recruitment, development, engagement, retention, and organizational 

outcomes are summarized in Table 6, which provides a structured KPI 

framework for practical implementation and evaluation.  

 

Table 6. Key Performance Indicators for AI-Driven Talent 

Management 
Dimension KPI Target / Measurement 

Recruitment 

Time-to-hire < 10 days 

Cost-per-hire < 3,000 

Offer acceptance rate > 85% 

Quality of hire Performance rating at 6 months > 4.0/5.0 

Diversity metrics Representation across demographics 

Development 

Training completion rates > 90% 

Skill development velocity Competency improvements 

Internal promotion rates > 30% 

Succession readiness Critical positions filled internally > 50% 

Training ROI 
Business metric improvements per 

training investment 

Engagement and 

retention 

Employee engagement score > 4.0/5.0 

Voluntary turnover rate < 12% 

Retention of high performers > 95% 

Employee Net Promoter Score > 50 

Perceived job security index > 4.0/5.0 

Organizational 

performance 

Revenue per employee Trend improvement 

Profit margin Trend improvement 

Customer satisfaction Correlation with employee engagement 

Innovation metrics Patents, new products launched 

Market share in talent competition Trend improvement 

Source: compiled by the authors 
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As shown in Table 6, the KPI system covers both process efficiency 

indicators and strategic outcome measures, allowing organizations to 

evaluate AI implementation in HRM in a comprehensive and balanced 

manner. 

Discussion. The results confirm that AI-driven recruitment and talent 

management practices improve organizational performance through both 

direct and indirect pathways. However, the central contribution of the study 

is the demonstration that the indirect mechanisms are more substantial than 

the direct effect itself. Employee engagement and perceived job security 

together explain most of the AI-performance relationship, which means that 

the effectiveness of AI depends heavily on employee perceptions and 

organizational context. 

This finding has important implications. First, it suggests that 

organizations should not evaluate AI only through efficiency indicators such 

as screening speed or cost reduction. These indicators are important, but they 

do not capture the deeper processes that make AI strategically valuable. 

Engagement, trust, and security perceptions are equally important because 

they determine whether AI is accepted, internalized, and translated into 

higher performance. 

Second, the evidence suggests that AI is most effective when 

implemented as an augmentation tool rather than a replacement technology. 

Where AI is accompanied by transparency, communication, and 

developmental support, employees are more likely to perceive it as enabling 

rather than threatening. This creates the conditions under which job security 

becomes a positive mediator rather than a source of anxiety. 

Third, the comparison between advanced AI organizations and low-AI 

organizations demonstrates that the benefits of AI are systemic. They extend 

beyond recruitment into retention, engagement, productivity, and even profit 

margin. This supports the argument that AI-driven talent management 

should be understood as a broad organizational capability rather than a 

narrow HR innovation. 

Conclusions. Artificial intelligence has emerged as a transformative 

force in human resource management, especially in recruitment and talent 

management. The evidence synthesized in this article demonstrates that AI 

has a significant positive influence on organizational performance. Yet the 

article also shows that the strongest effects are not purely direct. Instead, 

most of the value created by AI is mediated through employee engagement 

and perceived job security. 

The results indicate that organizations gain the greatest advantage from 

AI when they combine technological capability with strong communication, 

ethical implementation, and human-centered management. AI improves 

speed, accuracy, and efficiency, but its broader strategic value depends on 

whether employees experience it as supportive, fair, and compatible with 

their long-term role in the organization. 
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In practical terms, organizations implementing comprehensive AI-

driven talent management systems achieve substantial improvements in 

time-to-hire, cost-per-hire, retention, employee satisfaction, and 

performance. These findings support the view that AI-enabled HRM is not 

simply a process innovation, but a strategic capability that contributes to 

competitive advantage. 
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Abstract. The article examines the specific features of 

implementing the Balanced Scorecard (BSC) system within the 

framework of integrated corporate governance of state-owned 

enterprises and public organizations. The relevance of the topic is 

determined by the need to improve efficiency, transparency, 

accountability, and strategic orientation in the public sector under 

conditions of digital transformation, global competition, and 

institutional reforms. The paper generalizes theoretical 

approaches to the use of BSC as a strategic management tool that 

combines financial and non-financial indicators and ensures the 

alignment of strategic goals at both corporate and operational 

levels. The purpose of the study is to assess the compliance of BSC 

implementation in the system of integrated corporate governance 

of state-owned enterprises and public organizations with 

international corporate governance standards and to develop 

recommendations for adapting this tool to Ukrainian realities. The 

research methodology is based on a comprehensive comparative 

analysis of international practices, OECD and World Bank 

reports, and academic sources using the framework “criterion, 

processes, areas, enterprises.” The article substantiates a two-

level model of BSC implementation, which provides for cascading 

strategic goals and indicators from the corporate to the 

operational level. A comparative analysis of BSC application in 

EU countries, OECD countries, and Ukraine is conducted, and the 

key differences in institutional models, the level of transparency, 

managerial autonomy, and strategic control of state-owned 

enterprises are identified. The study proves that in developed 

countries BSC is integrated into systems of strategic planning, 

performance management, and accountability, whereas in Ukraine 

its use remains fragmented and is mainly implemented through 

pilot projects. The practical significance of the study lies in the 

development of recommendations for creating national BSC 

standards for state-owned enterprises, strengthening the role of 

independent supervisory boards, digitalizing KPI monitoring, and 

introducing regular strategic reporting. 

Keywords: corporate governance, balanced scorecard, public 

policy, public enterprises, privatization, public organizations, 

strategic management. 
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Introduction. In the current context of intensified competition, digital 

transformation, and growing demands for transparency and accountability, 

issues of effective corporate governance are becoming strategically 

important. This is especially true for state-owned enterprises (SOEs) and 

public sector organizations, which in many countries are undergoing 

transformation in order to improve the efficiency, effectiveness, and 

accountability of their activities (OECD, 2022; World Bank, 2024). 

One of the key instruments of integrated corporate governance is the 

Balanced Scorecard (BSC), developed by Kaplan and Norton and their 

followers, which makes it possible to comprehensively assess not only 

financial results but also the quality of management processes, operational 

activity, innovation potential, and the level of stakeholder satisfaction 

(Kaplan & Norton, 1992, 1996). The BSC integrates financial and non-

financial indicators into a single strategic system of evaluation and control 

that makes it possible to assess not only the state of affairs at the time of the 

study, but also trends and, most importantly, the potential for further 

development, thus ensuring alignment of objectives at all levels of the 

organization. 

In Ukraine, as in other countries with transition economies, the 

relevance of implementing the BSC is determined by the need to ensure 

strategic orientation, increase transparency, accountability, and efficiency in 

the activities of state-owned enterprises and public authorities (Ivashova, 

Antonov, & Borisenko, 2015; Pinkasovych & Kovalova, 2021). The 

successful use of the BSC in OECD member countries demonstrates its 

ability to support strategic reforms in the public sector, especially in the 

context of corporatization and privatization (OECD, 2005, 2024), when the 

degree of uncertainty in institutional conditions is quite high. 

SOEs play an important role in ensuring economic growth and 

performing social functions, but they face challenges associated with 

inefficient management, a lack of institutional capacity, and a low level of 

transparency. The use of the BSC under such conditions is considered 

justified because it supports strategic planning, strengthens institutional 

control, and fosters a culture of effectiveness and/or productivity. 

International experience confirms the effectiveness of the BSC as a strategic 

management tool in the public sector, particularly in the countries of the 

Middle East, Europe, and Asia, where this approach has been used to 

modernize management, improve reporting, and monitor the achievement of 

goals, which confirms the expediency of integrating the BSC into state policy 

on asset management and in defining directions for improving government 

activity. 

In view of these circumstances, the study of the processes of 

implementing the Balanced Scorecard in corporate governance is extremely 

important for the formation of modern governance models that comply with 
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the principles of good governance and international standards of state 

ownership management (OECD, 2015, 2024). 

Literature Review. The theoretical foundations of the Balanced 

Scorecard were laid by Kaplan and Norton (1996), who proposed a tool that 

helps transform an organization’s strategy into specific operational actions. 

Subsequently, numerous studies confirmed the effectiveness of the BSC both 

in the private sector and in public institutions (Fernandes, Raja, & Whalley, 

2006). Particular attention has been paid to the implementation of the BSC 

in the public sector, where this instrument contributes not only to 

performance evaluation but also to improving interaction among different 

levels of management and stakeholders (Bianchi & Montemaggiore, 2008). 

In particular, Hoque’s research summarizes the development of the BSC 

over the last 20 years, identifying key trends, gaps, and prospects for further 

development (Hoque, 2014). At the same time, reviews of the practice of 

implementing the BSC in public administration indicate the existence of 

organizational and cultural barriers that need to be taken into account for the 

successful integration of indicators (De Waal & Counet, 2009; Pinkasovych 

& Kovalova, 2021). 

International standards of corporate governance of state-owned 

enterprises (OECD, 2005, 2019, 2024; World Bank, 2014) orient 

organizations toward the use of comprehensive performance evaluation 

systems, including tools such as the BSC, which make it possible to increase 

transparency, accountability, and the resilience of managerial decisions 

(Hasan, Kobeissi, & Wang, 2018). 

In the Ukrainian context, the relevance of controlling and strategic 

management is emphasized in the works of Ivashova, Antonov, and 

Borisenko (2015) and Khmil (2007), which stress the importance of synergy 

in management processes (Hrytsenko & Vysochyna, 2012) and of adapting 

Western practices to domestic conditions. 

In most domestic studies, the BSC is implemented through two main 

groups of indicators: strategic indicators (at the enterprise level) and 

operational indicators (at the level of departments), as in the works of Us et 

al. (2018) and Breus et al. (2017). Foreign models (Lawrie et al., 2004; 

Northcott & Taulapapa, 2012) provide for a clear division between the level 

of strategic planning (vision/mission -> cause-and-effect objectives) and the 

level of evaluating the implementation of specific KPIs. The third-generation 

BSC formally establishes a two-level structure consisting of a strategic map 

and operational KPI control with designated owners of objectives (Lawrie et 

al., 2004). 

Aims. The purpose of this study is, on the basis of an analysis of the 

key advantages and challenges of using the BSC in the public sector and in 

state-owned enterprises, to assess the compliance of the implementation of 

the Balanced Scorecard within the system of integrated corporate 

governance of state-owned enterprises and public organizations with 
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international corporate governance standards in the application of the BSC, 

and to develop recommendations for adapting and implementing balanced 

indicators in management practices, taking into account the specifics of 

Ukrainian realities. 

Methodology. The study is based on a comprehensive analysis of the 

implementation of the Balanced Scorecard (BSC) in the context of integrated 

corporate governance across different countries. The methodology is built 

according to the scheme “criterion -> processes -> spheres -> enterprises” 

using OECD reports and related international studies. The main evaluation 

criteria were the key directions of corporate governance defined by the 

OECD: the legal and institutional framework, shareholder rights, the role of 

stakeholders, transparency and disclosure, and the responsibility of the board 

of directors. These criteria were transformed into four BSC perspectives: 

financial, internal processes, learning and development, and stakeholder 

relations. The analysis of implementation processes took into account how 

the legal framework affects the financial perspective and also assessed the 

level of protection of shareholders’ rights and interaction with stakeholders. 

Practices for ensuring transparency and internal processes through reporting 

and control mechanisms were examined. Particular attention was paid to the 

role of the board of directors as a body of self-control and development, 

which corresponds to the learning and development perspective in the BSC. 

For the analysis of the areas of BSC application, key types of 

organizations were identified: listed companies, state-owned enterprises 

(SOEs), and public sector institutions. At the enterprise level, a comparative 

analysis of BSC application practices was carried out in different countries, 

including examples from Italy, the Czech Republic, Indonesia, and others. 

The study is based on quantitative and qualitative indicators, including 

average scores by BSC perspective, the level of transparency, the ownership 

model, and the organization of SOE governance. For comparison, Ukraine 

was examined alongside EU and OECD countries according to criteria such 

as purpose of activity, profitability, transparency, and the degree of BSC 

implementation. The use of the BSC in different countries was studied on 

the basis of official reports, academic publications, and recommendations of 

international organizations (OECD, World Bank). 

The methodology makes it possible to comprehensively assess not only 

the theoretical aspects of BSC implementation, but also the practical results, 

challenges, and specific features of adapting the instrument in different legal, 

cultural, and economic contexts. The conclusions are based on the 

comparison of institutional maturity, organizational models, and the degree 

of integration of the BSC into corporate governance. This approach ensures 

a systemic vision and provides a basis for the development of 

recommendations aimed at improving management practices. The 

methodology also provides for the use of comparative analysis, which makes 

it possible to identify trends and gaps in the implementation of the BSC. 
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Results. The study of the methodological aspects of forming a strategy 

for corporate performance governance is driven by several factors. First, 

despite the considerable number of scientific works devoted separately to 

corporate governance and performance management, the integrated 

approach to their interaction, especially at the methodological level, remains 

insufficiently developed. Second, traditional performance evaluation 

systems often focus mainly on financial indicators, without considering 

important non-financial aspects of activity such as customer orientation, 

internal business processes, and personnel training and development, which 

are critically important for long-term sustainable development. 

In this context, the Balanced Scorecard methodology acquires 

relevance. The BSC, proposed by R. Kaplan and D. Norton, is a concept of 

strategic management that makes it possible to transform an organization’s 

strategic goals into a system of interconnected indicators covering four key 

perspectives: finance, customers, internal processes, and learning and 

growth. The application of BSC methods in the process of forming a strategy 

for corporate performance governance can provide a more comprehensive 

and balanced approach to defining strategic objectives, their operational 

implementation, and the assessment of their achievement. 

However, integrating the BSC methodology into the corporate 

governance system is not a trivial task and requires the development of clear 

methodological approaches that would consider the specifics of corporate 

relations, the features of different corporate governance models, and the need 

to reconcile the interests of various stakeholders. Thus, the study of the 

methodological aspects of forming a strategy for corporate performance 

governance on the basis of Balanced Scorecard methods is timely, 

scientifically significant, and has important practical value for increasing the 

effectiveness of modern enterprises. 

The current stage of economic development is characterized by 

intensified competition, growing uncertainty, and the need for enterprises to 

adapt quickly to changes in the external environment. Under these 

conditions, effective corporate governance and an efficient performance 

management system become key factors for ensuring sustainable 

development and achieving strategic goals. Corporate governance defines 

the ownership structure, the distribution of rights and responsibilities among 

different participants in corporate relations and establishes mechanisms of 

control and accountability. Performance management, in turn, ensures the 

process of setting objectives, measuring them, evaluating their achievement, 

and taking corrective action. 

The integration of these two important managerial functions is a 

necessary condition for the formation of a holistic and effective system of 

strategic enterprise management. A strategy of corporate performance 

governance should reflect not only financial goals but also consider the 
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interests of all stakeholders, ensuring a balance between short-term and long-

term priorities. 

The Balanced Scorecard methodology offers a comprehensive 

approach to strategic management that makes it possible to convert strategic 

goals into a system of measurable indicators covering financial, customer, 

internal, and innovation-and-development perspectives. The use of the BSC 

in the context of corporate governance can help increase transparency, 

improve communication of strategic objectives at all levels of the 

organization, and provide a more objective and balanced assessment of 

performance. 

The promising directions of enterprise performance management 

should be determined based on the core perspectives as well as the key 

functional elements and performance indicators. 

The two-level model for implementing the Balanced Scorecard concept 

in strategic corporate performance governance provides for a clear 

separation and interaction between two main levels: the corporate level and 

the operational (business unit/functional) level (Fig. 1).  

 

 

 

 

  

 

 

 

  

 

 

 

 

 

  

 

 

  

 

 

 

 

Figure 1. Two-level model for implementing the BSC concept in 

corporate performance management of the enterprise 
Source: compiled by L. Ivashova 
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This model ensures the cascading of strategic goals and indicators from 

the top management level to lower levels, facilitating the alignment of all 

units’ actions toward achieving common strategic goals. 

Level 1: Corporate Level. At this level, a company-wide BSC is 

developed that reflects the strategic goals and key performance indicators of 

the enterprise as a whole. The main purpose of the corporate BSC is to define 

the strategic direction of development, establish general guidelines for all 

units, and ensure alignment of the corporate strategy with the interests of 

owners and other key stakeholders. 

Elements of the corporate BSC: 

- Strategic goals of corporate governance: They are determined on the basis 

of the mission, vision, and overall strategy of the enterprise. These goals are 

broad and cover all key aspects of activity (finance, customers, internal 

processes, learning and growth). Examples include increasing shareholder 

value, expanding market share, achieving operational excellence, and 

developing innovation potential. 

- Key performance indicators (KPIs) at the corporate level: These are 

aggregated indicators that reflect progress in achieving strategic goals at the 

level of the enterprise as a whole. Examples include return on equity (ROE), 

net profit, customer satisfaction index (CSI), time to market for new 

products, and employee engagement index. 

- Strategic initiatives at the corporate level: These are key projects and 

programs aimed at achieving the strategic goals of the corporate level. 

- Target values of corporate KPIs: Specific, measurable target values are 

established for each corporate KPI for a particular period. 

Level 2: Operational Level (Operational/Business Unit/Functional 

Level). At this level, local BSCs are developed for each business unit, 

functional department, or even a separate process. The main purpose of 

operational BSCs is to cascade corporate strategic goals and indicators to 

lower levels of management, ensure their operationalization, and determine 

the specific contribution of each unit to the achievement of company-wide 

goals. 

Elements of the operational BSC: 

- Strategic goals of the operational level: These goals are derived from 

corporate strategic goals and adapted to the specifics of the activity of a 

particular unit. They reflect the unit’s contribution to achieving corporate 

goals. Examples for a marketing unit include increasing brand awareness, 

improving the quality of customer service, and optimizing marketing costs. 

- Key performance indicators (KPIs) at the operational level: These are 

more detailed and specific indicators that reflect the efficiency of a particular 

unit in the context of achieving its strategic goals and contributing to 

corporate goals. Examples for a marketing unit include target-audience 

reach, lead conversion rate, net promoter score (NPS), customer acquisition 

cost (CAC), and return on marketing investment (ROMI). 
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- Strategic initiatives at the operational level: These are specific actions 

and projects implemented at the unit level to achieve its strategic goals and 

fulfill its KPIs. 

- Target values of operational KPIs: Specific, measurable target values 

are established for each operational KPI for a particular period, taking into 

account their contribution to achieving corporate targets. 

A key aspect of the two-level model is the cascading of strategic goals 

and indicators from the corporate level to the operational level. This means 

that the strategic goals and KPIs of the lower level must be logically 

connected with and support the achievement of the goals and KPIs of the 

higher level. This process ensures the strategic alignment of the entire 

organization. 

Information on the achievement of KPIs at the operational level is 

aggregated and used for monitoring and evaluating progress at the corporate 

level. Thus, the two-level model provides feedback and enables management 

to make informed decisions regarding adjustments to strategy and 

operational activity. 

The advantages of the two-level model are as follows: 

- ensuring strategic alignment through coordination of the goals and 

actions of all units with the overall corporate strategy; 

- increasing the accountability of managers at all levels through clear 

determination of each unit’s contribution to achieving common goals; 

- improving communication and promoting a better understanding of 

strategic priorities at all levels of management; 

- creating a performance measurement system by providing a set of 

relevant indicators for monitoring progress at each level; 

- improving decision-making by providing the information necessary 

for making informed managerial decisions. 

Thus, the two-level model of BSC implementation is an effective 

instrument for strategic corporate performance governance, ensuring a clear 

cascading of strategy, measurement of results at different levels, and 

facilitating the achievement of overall corporate goals. 

Empirical foundations of the comparative analysis. For a 

comprehensive analysis of BSC implementation practices in different 

countries, the study uses the “criterion  processes  spheres  

enterprises” approach based on OECD international reports and scholarly 

publications (OECD, 2024). 

Among the criteria for evaluating corporate governance, it should be 

noted that the OECD identifies five key blocks of corporate governance 

that in fact correspond to the four BSC perspectives (Table 1). 
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Table 1. Key corporate governance blocks corresponding to the 

perspectives of BSC implementation 
OECD Criteria Corresponding BSC Perspective 

Institutional legal framework Financial 

Rights and equality of shareholders Relations with shareholders 

Role of stakeholders Relations with stakeholders 

Transparency and disclosure Internal processes 

Responsibility of the board of directors Learning and development 

Source: OECD (2024); Kaplan & Norton (1996) 

 

First, the basis for implementing BSC processes should be defined as 

the institutional base, legislative support, and the financial perspective, 

where the regulatory and legal system ensures investor protection, market 

transparency, and access to finance, and thus forms financial attractiveness 

and perspective. Leading countries such as the Netherlands, the Czech 

Republic, Italy, and Greece demonstrate high average indicators in this area 

(OECD, 2020). 

Second, the rights of shareholders and relations with stakeholders 

constitute an important aspect of ensuring equality of minority shareholders’ 

rights and the active involvement of stakeholders in governance processes, 

with the best indicators recorded in the Czech Republic (Pinkasovych & 

Kovalova, 2021). 

Third, transparency as a principle and high-quality internal processes 

include measures regarding disclosure and the transparency of 

administrative processes, which corresponds to the requirements of effective 

corporate governance, as seen in Italy and the Czech Republic (OECD, 

2023). 

Fourth, the BSC is also used as a mechanism for self-control and 

professional development of the board of directors, which contributes to 

effective strategy implementation and risk management (OECD, 2019). 

Italian studies confirm that the BSC helps clearly formulate strategic goals 

and improve interaction between the board and administration (Bianchi & 

Montemaggiore, 2008). 

It is also necessary to characterize certain specifics of the areas in which 

the BSC is applied. In particular, the BSC is used in various sectors of 

corporate governance (Table 2). 

 

Table 2. Comparative analysis of corporate governance sectors in the 

application of the BSC 

Type of organization 
Main directions of BSC 

application 
Examples of countries 

Listed companies 
Financing, transparency, board 

performance 
Italy, Czech Republic, Spain 

State-owned enterprises (SOEs) 
Corporate governance, 

increasing transparency 

India, South Africa, Indonesia, 

Egypt 

Public sector Strategic control, reporting Italy (local government) 

Source: OECD (2005, 2024); Pinkasovych & Kovalova (2021) 
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The systematization of the historical development of the Balanced 

Scorecard makes it possible to distinguish five key periods, each 

characterized by a shift in the management paradigm from a purely control 

function to strategic integration and digitalization (Table 3). 

 

Table 3. Evolution of BSC implementation 
Stage Period Characteristics Key events 

Introduction 1992-1996 
Conceptual 

development 

Publication of the fundamental works of R. 

Kaplan and D. Norton 

Early 

diffusion 
1996-2000 Growth 

Adoption of the methodology by large 

corporations 

Maturity 2000-2010 
Stabilization and 

sectoral adaptation 

Implementation of the BSC in the public and 

nonprofit sectors 

Evolution 2010-2020 
Digital 

transformation 

Integration with Enterprise Resource 

Planning (ERP) and Business Intelligence 

(BI) systems 

Current stage 2020-2024 

Intellectualization 

and sustainable 

development 

Combination of Artificial Intelligence (AI) 

algorithms with ESG metrics 

(Environmental, Social, and Governance) 

Source: compiled by O. V. Antonova 

 

Therefore, the conducted analysis indicates that the BSC has 

transformed from a performance measurement tool into a comprehensive 

ecosystem of strategic management. While the formation and diffusion 

stages were characterized by overcoming the dominance of financial 

indicators, the subsequent scaling-up of BSC implementation highlights the 

established need for multidimensional monitoring of activity. 

At the stage of formation and adaptation, the BSC loses the features of 

a management trend and becomes a standard. In particular, the methodology 

has been successfully adapted for the public sector (Public Sector Scorecard) 

and for healthcare. 

The stages of technological transformation of the BSC are characterized 

by the expansion of its functionality, particularly toward the automation of 

data collection processes, where the BSC became a superstructure over large 

volumes of information (Big Data), and later toward the integration of ESG 

criteria and artificial intelligence for predictive analysis, allowing the BSC 

to perform the role of a navigator under conditions of high market turbulence 

and enabling rapid adaptation and flexibility. 

The evolution of the BSC demonstrates a transition from retrospective 

analysis to proactive management, where the main vector of system 

development is directed toward the synergy of human capital, technological 

innovation, and social responsibility, which makes it relevant to the 

strategies of the digital economy. 

Therefore, on the basis of the identified criteria, such as purpose of 

activity, ownership model, number of SOEs, profitability, areas of activity, 

governance, transparency, BSC implementation, control and audit, and main 
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problems, we conduct a comparative analysis of state-owned enterprises in 

Ukraine, the EU, and OECD countries. 

 

Table 4. Comparative analysis of state-owned enterprises (SOEs) in 

Ukraine, the EU, and OECD countries 

Criterion Ukraine 
EU (Italy, France, 

Poland) 
OECD countries 

Purpose of activity 
Socio-economic 

function 

Mixed (commercial, 

public) 

Predominantly 

commercial 

Ownership model 
Predominantly 100% 

state-owned 
Mixed models Often through IPO 

Number of SOEs ≈ 3,500 From 900 to 6,000 From 50 to 6,000+ 

Profitability ~30% loss-making Above average Average or high 

Areas of activity 
Energy, transport, 

defense 

Energy, transport, 

finance 
Diverse 

Governance 
Ministries, politicized 

boards 

Professional supervisory 

boards 

Independent boards, 

KPI-based governance 

Transparency Low Public reports, audit 
High level of 

transparency 

BSC implementation Pilot projects 
Implemented in large 

SOEs 
Widely used 

Control and audit 

State Audit Service, 

National Agency on 

Corruption Prevention 

(NACP) 

Audit committees 
Special government 

bodies 

Main problems 
Political influence, 

corruption 

Transition to 

commercialization 

Balance between profit 

and mission 

Source: compiled based on data from the Ministry of Economy of Ukraine (2023); OECD (2020); World 

Bank (2014) 

 

A detailed analysis of the tabular data makes it possible to identify three 

key vectors of differences that determine the effectiveness of the public 

sector: 

1. Institutional model and goal-setting. The Ukrainian model is 

characterized by an excessive concentration of ownership in the hands of the 

state (100%) and a focus on socio-economic functions, which often 

contradicts the principles of market efficiency. In contrast, OECD countries 

demonstrate the advantages of commercialization through the transformation 

of a closed state structure into a public company by issuing its shares on the 

open stock market, which ensures the attraction of private capital and market 

discipline. 

2. Managerial autonomy and depoliticization. Direct governance in 

Ukraine through sectoral ministries creates risks of political interference and 

corruption. In EU countries (France, Poland, Italy), a model of professional 

supervisory boards has been introduced that acts as a buffer between political 

interests and the operational activity of the enterprise. 

3. Methodological maturity and strategic control. In Ukraine, the 

application of the BSC is fragmented and limited to pilot projects, whereas 

in OECD countries this toolkit is a basic instrument for monitoring key 

performance indicators (KPIs). It is precisely the absence of clear, 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

49 

measurable strategic goals in domestic SOEs that correlates with a high level 

of loss-making, around 30%. 

Thus, the low efficiency of Ukrainian SOEs is caused not only by 

sectoral factors but also by the systemic imperfection of corporate 

governance. Priority reform directions should include: (1) depoliticization 

through a transition to independent supervisory boards modeled on OECD 

practice; (2) transparency through the introduction of mandatory 

international audits and public reporting; and (3) strategic governance 

through scaling up the experience of using the BSC in order to move from a 

paternalistic model of state social maintenance to financial self-sufficiency. 

It is also important to focus research attention on the functional 

differences in the use of the BSC depending on the level of maturity of 

corporate governance. Practical experience in implementing the Balanced 

Scorecard in state-owned enterprises demonstrates the evolution of the 

instrument from a local monitoring tool to a comprehensive system of 

accountability to stakeholders. Table 5 systematizes examples of the use of 

the BSC in leading companies in Europe and Ukraine. 

 

Table 5. International experience and domestic practice of applying 

the BSC in the activities of state-owned enterprises 
Country Enterprise Industry Specific features of the BSC 

Ukraine Ukrposhta Logistics 
Pilot implementation of KPI and BSC in 

strategic planning 

Poland Orlen S.A. Energy Use of the BSC to evaluate management 

Italy Enel Energy 
Full-fledged BSC system for strategic 

management and ESG 

Norway Equinor Oil/Gas 
Integration of the BSC into reporting to the 

government and the stock exchange 

France SNCF Transport BSC-based reporting and public oversight 

Source: OECD (2024); Hasan, Kobeissi, & Wang (2018); Kurylo & Boiko (2021) 

 

Discussion. In general, against the background of EU and OECD 

countries, Ukraine has a very low level of Balanced Scorecard 

implementation in the activities of SOEs. In view of the conducted analysis, 

it is important to consider three main blocks: global trends, the national 

context of Ukraine, and practical recommendations. 

Regarding global trends, the universality of the BSC as an instrument 

for integrating financial and non-financial KPI metrics, including process 

efficiency, innovation, and customer satisfaction, should be taken into 

account, since it provides a comprehensive approach to evaluating the 

activities of organizations and thus forms a basis for standardization in 

Ukraine. The challenges facing Ukraine are connected with the need to 

overcome such obstacles as institutional weakness and immaturity, as well 

as political influence, which often hinder the adaptation of advanced 

successful experience. 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

50 

In OECD countries such as the Netherlands and the Czech Republic, 

the BSC is deeply integrated into the corporate governance of SOEs, 

supported by high transparency, independent oversight, and standardized 

KPI systems, including ESG metrics (OECD, 2024). In EU countries such 

as Italy and Poland, the BSC is actively used in municipalities and SOEs 

with mixed ownership models, contributing to improved efficiency and 

accountability (Pinkasovych & Kovalova, 2021). In developing countries 

such as Ghana, Egypt, and India, the BSC is adapted as a tool of transparency 

and strategic control, although institutional limitations also complicate its 

full-scale implementation. Thus, in developed economies the BSC is 

integrated into systems of strategic planning and rewards, whereas in 

developing countries the emphasis is placed on transparency and basic 

control over strategy implementation. 

Ukraine has considerable potential to expand the use of the BSC in 

corporate governance, but it faces a number of challenges that slow down 

this process. A low level of institutional maturity, political influence, and 

limited transparency complicate the implementation of the BSC. For 

example, pilot projects in enterprises such as Ukrposhta demonstrate 

potential but require systemic support (Kurylo & Boiko, 2021). The 

development of national BSC codes as national standards for SOEs would 

ensure the unification of strategic planning, monitoring, and reporting, 

thereby increasing transparency and accountability. 

Likewise, the introduction of regular reporting every 6 to 12 months 

would make it possible to identify deviations in a timely manner, adjust 

strategies, and improve efficiency. This is especially important for large 

SOEs, where implementation control is often weak, as illustrated by the need 

to create automated KPI reporting systems similar to those used in European 

municipalities. In addition to systematic monitoring of BSC implementation, 

attention should also be paid to training programs for board members and 

representatives of top management of state-owned enterprises, including 

training on KPI development, strategic planning, and performance 

evaluation. Digitalization, digital monitoring platforms, and the principles of 

ethical governance based on ESG metrics will make it possible to adapt more 

quickly to market conditions and will increase the flexibility and adaptability 

of both state-owned enterprises and the public sector as a whole. 

Conclusions. The study has established that the Balanced Scorecard is 

an effective instrument of integrated corporate governance, as it enables the 

combination of strategic planning, monitoring of goal achievement, and 

performance evaluation through both financial and non-financial indicators. 

The application of BSC in state-owned enterprises and public organizations 

corresponds to contemporary international approaches to corporate 

governance, since it promotes transparency, accountability, consistency 

between strategic and operational goals, and the strengthening of 

institutional capacity. The analysis has shown that international practice 
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demonstrates the evolution of BSC from a performance measurement tool 

into a comprehensive strategic management system integrated with 

digitalization mechanisms, ESG metrics, and modern models of corporate 

control. Particular value is attributed to the two-level model of BSC 

implementation, which ensures strategic alignment between the corporate 

and operational levels of governance and creates a foundation for informed 

managerial decision-making. 

The comparative analysis has demonstrated that in OECD and EU 

countries the use of BSC is significantly broader and more systematic than 

in Ukraine. These countries are characterized by independent supervisory 

boards, a high level of transparency, standardized KPIs, well-developed 

audit mechanisms, and regular reporting practices. In contrast, in Ukraine a 

lower level of institutional maturity, political influence on managerial 

decisions, insufficient transparency, and the fragmented application of BSC 

hinder its full integration into the practice of corporate governance of state-

owned enterprises. This indicates the need not only for the technical 

introduction of the Balanced Scorecard, but also for a deeper modernization 

of the entire system of state ownership governance. 

It has been substantiated that the priority directions for improving 

domestic practice should include the depoliticization of state-owned 

enterprise management, the development of professional and independent 

supervisory boards, the introduction of national BSC standards for SOEs, the 

strengthening of international audit and public reporting, as well as the 

digitalization of monitoring processes for strategic and operational 

indicators. Special importance should also be given to training programs for 

supervisory board members and top managers in the areas of strategic 

planning, KPI development, and performance evaluation. Therefore, the 

implementation of BSC in Ukraine should be regarded not merely as a 

separate performance assessment tool, but as a foundation for building a 

modern model of corporate governance of state-owned enterprises oriented 

toward results, openness, resilience, and compliance with international 

standards. 
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Abstract. The post-Cold War transformation of Europe reactivated 

debates on the identity, political position, and historical belonging 

of Central European states within the broader European project. 

In this context, the Czech Republic emerged as an important actor 

in the reinterpretation of Central Europe, challenging its reduction 

to the category of Eastern Europe and promoting a more 

differentiated understanding of regional belonging within the 

European Union. The purpose of the study is to analyze how the 

Czech Republic has contributed to redefining Central European 

identity within the European Union and to determine the political, 

institutional, and discursive mechanisms through which this 

process has taken place. The study is based on a qualitative 

research design grounded in constructivist theory. The 

methodological approach combines documentary analysis and 

qualitative discourse analysis. The empirical basis includes official 

European Union documents, Czech foreign policy texts, strategic 

statements, and speeches by political elites. Analytical attention is 

focused on discursive identity construction, regional cooperation 

practices, the role of historical memory, and the interaction 

between national sovereignty and European integration. The 

findings demonstrate that the Czech Republic has played a 

multidimensional role in redefining Central European identity. 

First, Czech political discourse has emphasized the historical and 

cultural proximity of Central Europe to Western Europe, thereby 

resisting the homogenizing label of Eastern Europe. Second, the 

Czech Republic has promoted a complementary model of identity 

in which national, regional, and European affiliations coexist 

rather than compete. Third, within regional frameworks such as 

the Visegrad Group, the Czech Republic has often acted as a 

mediator, balancing regional interests with constructive 

engagement in EU institutions. The study also shows that historical 

memory, normative socialization, and debates on sovereignty have 

significantly shaped this identity reconfiguration. The Czech 

Republic has contributed to the emergence of a flexible, pluralistic, 

and institutionally embedded model of Central European identity 

within the European Union. Its role illustrates that regional 

identity in Europe is not fixed but continuously negotiated through 

discourse, institutional participation, and historical 

reinterpretation. Future studies may compare the Czech Republic 

with other Central European states in order to identify alternative 

models of regional identity construction and assess their 

implications for differentiated European integration. 
Keywords: Czech Republic, Central Europe, European Union, 

regional identity, constructivism, European integration, identity 

politics, Visegrad Group, political discourse, historical memory, 

national sovereignty, normative socialization. 
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Introduction. The end of the Cold War and the collapse of the bipolar 

international system fundamentally transformed the political, institutional, 

and ideological landscape of Europe. Beyond shifts in power structures and 

security arrangements, this transformation triggered profound processes of 

identity redefinition across the continent. In this context, Central Europe re-

emerged as a critical space for debates over belonging, historical continuity, 

and political orientation. States that had been broadly categorized as part of 

“Eastern Europe” during the Cold War increasingly sought to reconstruct 

their identities and reposition themselves within the new European order 

shaped by the European Union (EU) (Buzan & Wæver, 2003; Zielonka, 

2006). Among these states, the Czech Republic has played a particularly 

significant role in redefining Central European identity within the 

institutional and normative framework of the EU. 

Central European identity has long been characterized by ambiguity, 

contestation, and hybridity. Rather than being a purely geographical 

designation, Central Europe represents a historically and culturally 

constructed space shaped by shared experiences of empire, shifting borders, 

political subjugation, and contested sovereignty (Kundera, 1984; Rupnik, 

2007). The legacy of the Habsburg Empire, the trauma of the Second World 

War, and the subsequent incorporation into the Soviet sphere of influence 

created a sense of historical discontinuity that deeply affected regional self-

perceptions. Following the collapse of communist regimes in 1989, Central 

European states sought not only political and economic integration with 

Western Europe but also symbolic reintegration into what they perceived as 

their rightful civilizational space. 

The Czech Republic has been at the forefront of this symbolic and 

political reintegration process. Czech political discourse has consistently 

emphasized the country’s historical, cultural, and intellectual ties to Western 

Europe, portraying the communist period as a temporary rupture rather than 

a defining element of national or regional identity (Innes, 2001). This 

narrative has played an important role in challenging the homogenizing label 

of “Eastern Europe” and in reviving the concept of Central Europe as a 

distinct and legitimate component of European identity. In this sense, the 

Czech Republic has acted not merely as a recipient of European norms but 

as an active agent shaping the meaning and boundaries of Central European 

identity within the EU. 

The enlargement of the European Union to Central and Eastern Europe 

in 2004 marked a critical turning point in this identity transformation. EU 

membership provided Central European states with institutional recognition, 

political legitimacy, and access to decision-making processes at the 

European level. However, it also exposed enduring tensions between 

national sovereignty and supranational governance, as well as between 

diverse historical experiences and a shared European normative framework 

(Schimmelfennig & Sedelmeier, 2005). For the Czech Republic, EU 
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accession represented both the culmination of a long-term strategy of “return 

to Europe” and the beginning of a more complex relationship with European 

integration, characterized by selective engagement and cautious skepticism 

toward deeper political centralization (Hanley, 2012). 

Within this context, the Czech Republic has contributed to redefining 

Central European identity by promoting a pragmatic and flexible 

understanding of regional belonging. Rather than framing Central Europe in 

opposition to Western Europe, Czech policymakers have sought to position 

the region as an integral yet distinct part of the European project, one that 

values democratic governance, market integration, and rule of law, while 

remaining sensitive to national sovereignty and historical diversity (Risse, 

2010). This approach has allowed the Czech Republic to articulate a Central 

European identity that is compatible with EU membership but resistant to 

uniformity and excessive normative convergence. 

At the same time, the Czech Republic’s role in regional cooperation 

frameworks, particularly the Visegrad Group, has further shaped Central 

European identity within the EU. While the Visegrad Group has often been 

associated with collective resistance to certain EU policies, most notably in 

the areas of migration and social governance, the Czech Republic has 

generally adopted a more moderate and less confrontational stance compared 

to some of its partners (Dangerfield, 2018). This positioning has enabled the 

Czech Republic to function as a mediating actor, balancing regional 

solidarity with constructive engagement at the EU level and reinforcing a 

Central European identity that is neither marginal nor overtly antagonistic. 

Despite the growing body of literature on European integration and 

post-communist transformation, the specific role of individual Central 

European states in shaping regional identity within the EU remains 

underexplored. Much of the existing research tends to treat Central Europe 

as a homogeneous bloc or focuses primarily on conflictual dynamics 

between the EU and selected member states (Vachudova, 2005). This article 

addresses this gap by examining the Czech Republic as a case study of 

identity agency, highlighting how its political discourse, foreign policy 

orientations, and institutional behavior have contributed to redefining 

Central European identity in the European Union. 

Literature Review. Examining the role of the Czech Republic in 

redefining Central European identity within the framework of the European 

Union requires a theoretical approach capable of simultaneously addressing 

identity-based, discursive, institutional, and historical dimensions of 

international politics. From this perspective, purely materialist approaches 

that focus on hard power, economic interests, or rational cost-benefit 

calculations are insufficient to fully explain the dynamics of identity 

construction in Europe. In contrast, constructivism, with its emphasis on 

ideas, norms, identities, and shared meanings, provides an appropriate 

theoretical foundation for analyzing the formation and redefinition of Central 
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European identity and the role of the Czech Republic in this process. 

Alongside constructivism, theories of European integration and new 

regionalism are employed as complementary frameworks to more 

comprehensively capture the institutional and regional contexts of this 

transformation. 

Constructivism in international relations emerged as a critical response 

to dominant realist and liberal institutionalist theories. This approach is 

grounded in the assumption that the social reality of international politics is 

not objective and fixed, but rather the product of social interactions and 

intersubjective meanings (Wendt, 1992, 1999). Unlike realism, which treats 

state identities and interests as given, constructivism argues that identities 

are formed and transformed through interaction with other actors and 

institutional structures. Alexander Wendt’s proposition that “anarchy is what 

states make of it” demonstrates that even the most fundamental structures of 

the international system lack fixed meanings and can change based on shared 

norms and expectations (Wendt, 1992). This insight is particularly relevant 

to the analysis of the European Union and the Czech Republic’s position 

within it, as the EU represents not only an institutional arrangement but also 

a normative and identity-based space in which meanings of “Europe,” 

“Central Europe,” and “membership” are continuously constructed and 

reconstructed. 

Within constructivist theory, identity is understood as a multi-level 

concept operating simultaneously at national, regional, and supranational 

levels (Risse, 2010). These levels are not mutually exclusive. Rather, they 

are mutually constitutive, allowing states to carry multiple identities that 

become salient depending on context. This characteristic is especially 

important for Central European countries, which navigate between national 

identity, Central European regional identity, and broader European identity. 

The Czech Republic exemplifies this layered identity configuration, seeking 

to balance EU membership with the preservation of regional distinctiveness. 

The concept of Central Europe is less a purely geographical reality than 

a discursive and historical construct. The boundaries and meanings of this 

region have shifted repeatedly over time, shaped by changing political and 

ideological contexts (Rupnik, 2007). During the Cold War, Central Europe 

was largely subsumed under the label of Eastern Europe, a categorization 

that carried strong normative and ideological connotations and positioned 

the region as Europe’s “other” (Kundera, 1984). From a constructivist 

perspective, such labels and classifications represent powerful discursive 

acts that create identity hierarchies. The collapse of the Eastern Bloc opened 

a discursive space in which Central European countries, including the Czech 

Republic, sought to articulate alternative narratives of regional identity, 

emphasizing historical, cultural, and political ties to Western Europe. 

Collective memory and historical narratives play a crucial role in this 

process. Constructivist scholars argue that shared interpretations of the past 
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shape actors’ expectations and behavior in the present (Checkel & 

Katzenstein, 2009). In Czech political discourse, references to the Habsburg 

legacy, interwar democracy, and dissident traditions during communism 

have been mobilized to reinforce the country’s self-image as an integral part 

of Europe. By framing communism as a temporary historical rupture rather 

than a defining identity marker, Czech discourse strengthens a Central 

European identity aligned with European norms of democracy and liberalism 

(Innes, 2001). 

Classical theories of European integration, such as neofunctionalism 

and liberal intergovernmentalism, primarily focus on material interests, 

functional spillovers, and intergovernmental bargaining (Haas, 1958; 

Moravcsik, 1998). While these approaches are valuable for explaining 

certain aspects of European integration, they offer limited insight into 

identity formation and shared meanings. In contrast, constructivist 

approaches to European integration emphasize the EU’s role as a normative 

and identity-shaping polity. From this perspective, the EU does not merely 

regulate behavior but actively socializes member states into shared norms, 

values, and practices (Risse, 2010). Participation in EU institutions exposes 

states to ongoing interaction, which gradually reshapes their self-

understandings and perceptions of others. 

EU enlargement to Central and Eastern Europe in the 2000s constituted 

a critical moment in redefining Europe’s identity boundaries. From a 

constructivist standpoint, enlargement was not only a strategic or economic 

decision but also a symbolic act of inclusion that redefined what it means to 

be European (Schimmelfennig & Sedelmeier, 2005). For the Czech 

Republic, accession institutionalized its claim to European belonging while 

also intensifying tensions between national, regional, and supranational 

identities that continue to shape its domestic and foreign policies. 

New regionalism theory complements this framework by emphasizing 

that regions are socially constructed through political interaction, 

institutional cooperation, and shared narratives rather than predetermined 

solely by geography (Hettne & Söderbaum, 2000). From this perspective, 

Central Europe emerges as a political and identity project shaped through 

regional initiatives such as the Visegrad Group. The Czech Republic’s 

participation in the Visegrad Group reflects an effort to strengthen Central 

European representation within EU structures. However, regional 

cooperation does not necessarily produce a unified or homogeneous identity. 

Instead, Central European identity remains a contested and negotiated 

concept shaped by divergent national narratives and policy preferences 

(Dangerfield, 2018). 

Constructivism also draws attention to the relationship between 

identity, norms, and power. Unlike traditional conceptions of power that 

emphasize military or economic capabilities, constructivist scholars 

highlight normative and discursive power, namely the ability to shape 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

59 

meanings, norms, and frameworks of interpretation (Barnett & Duvall, 

2005). Within this framework, the Czech Republic can exert influence by 

actively participating in normative debates within the EU, thereby shaping 

perceptions of Central Europe and its role in Europe. 

Overall, the literature shows that Central European identity is dynamic, 

multilayered, and politically negotiated. However, the specific role of the 

Czech Republic as an identity-shaping actor within the European Union 

remains insufficiently examined. This article therefore contributes to the 

literature by bringing together constructivist theory, European integration 

studies, and regionalism scholarship in order to explain how the Czech 

Republic helps redefine Central Europe from within the EU. 

Aims. The central aim of this article is to analyze how the Czech 

Republic has participated in the reconstruction and rearticulation of Central 

European identity within the European Union and to assess the broader 

implications of this process for European integration. More specifically, the 

study seeks to answer how, and through which mechanisms, the Czech 

Republic has contributed to the redefinition of Central European identity 

within the EU, and what this means for convergence, differentiation, and the 

future of a pluralistic and multi-centered Europe. 

The article is guided by the hypothesis that the Czech Republic has 

pursued a pragmatic approach that conceptualizes Central European identity 

neither in full opposition to Western European identity nor as subordinate to 

Eastern European identity, but rather as an intermediate, flexible, and 

multilayered identity. This identity emphasizes national sovereignty, 

historical specificity, and selective engagement with European integration, 

thereby allowing Central Europe to assert its distinctiveness while remaining 

embedded within the broader European project. 

Methodology. This article adopts a qualitative research design 

grounded in a constructivist approach to international relations. Data are 

collected through documentary analysis of European Union official texts, 

Czech foreign policy documents, strategic statements, and speeches by 

political elites. The study employs qualitative discourse analysis to examine 

how narratives and practices contribute to the construction and redefinition 

of Central European identity within the EU. 

The methodological logic follows the assumption that identity is not 

directly measurable as a fixed variable but is observable through discourse, 

policy framing, and institutional behavior. Accordingly, the study focuses on 

meanings, narratives, and symbolic practices expressed in public documents 

and political communication. The empirical material includes EU official 

documents, Czech governmental and foreign policy texts, political speeches, 

and relevant scholarly interpretations. These materials are analyzed through 

a discourse-oriented approach in order to identify recurring themes, 

interpretive patterns, and mechanisms of identity construction. 
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From an analytical perspective, the study pays particular attention to 

three dimensions. First, it examines the discursive strategies used to 

distinguish Central Europe from Eastern Europe and to link it symbolically 

to the broader European project. Second, it analyzes the Czech Republic’s 

institutional engagement with the European Union and regional groupings, 

especially the Visegrad Group. Third, it explores how historical memory, 

sovereignty claims, and normative participation interact in shaping a flexible 

model of Central European identity within the EU. 

Results. The findings of this study are derived from a qualitative 

analysis of official European Union documents, Czech foreign policy texts, 

speeches and statements of political elites, and analytical literature related to 

Central Europe.  

 

Table 1. Main results of the study on the Czech Republic’s role in 

redefining Central European identity within the EU 
Dimension of analysis Main result Identity implication 

Discursive redefinition 

Czech official discourse distances Central 

Europe from the Cold War label of 

“Eastern Europe” and emphasizes 

historical ties with Western Europe 

(Innes, 2001; Rupnik, 2007). 

Central Europe is symbolically 

repositioned from a peripheral 

zone to a legitimate component 

of European civilization. 

Complementary 

identity 

Czech discourse presents Central 

European identity as complementary to 

European identity rather than oppositional 

to it (Risse, 2010). 

National, regional, and 

supranational identities can 

coexist within a multilayered 

framework. 

Mediating role 

Within the Visegrad Group, the Czech 

Republic often adopts a more balanced 

and less confrontational stance toward the 

EU (Dangerfield, 2018). 

The Czech Republic acts as an 

identity broker between regional 

solidarity and European 

institutional engagement. 

Normative 

socialization 

Participation in EU institutions 

contributes to the internalization of 

European norms among Czech elites 

(Checkel & Katzenstein, 2009). 

European identity is reproduced 

while Central European 

concerns are projected into EU 

discourse. 

Historical memory 

Narratives of occupation, communism, 

and democratic transition are used to 

frame communism as a temporary rupture 

rather than a defining identity marker 

(Kundera, 1984). 

Historical memory strengthens 

both Czech and Central 

European claims to European 

belonging. 

Sovereignty and 

integration 

Czech discourse supports a “Europe of 

Nations” and resists excessive 

centralization while remaining committed 

to EU membership (Moravcsik, 1998). 

Sovereignty and integration are 

interpreted as negotiable and 

potentially complementary 

rather than mutually exclusive. 

EU enlargement 

EU accession institutionalized the Czech 

Republic’s European identity while 

intensifying the need to preserve regional 

distinctiveness (Schimmelfennig & 

Sedelmeier, 2005). 

Central Europe is framed as 

“another Europe,” not an 

external or marginal Europe. 

Future of the EU 

Czech positions in debates on multi-speed 

Europe and institutional reform 

emphasize diversity as a source of 

resilience (Risse, 2010). 

Central European identity is 

linked to the future adaptability 

and pluralism of the EU. 

Source: Systematized by the author based on Barnett and Duvall (2005), Checkel and Katzenstein (2009), 

Dangerfield (2018), Innes (2001), Kundera (1984), Moravcsik (1998), Risse (2010), Rupnik (2007), and 

Schimmelfennig and Sedelmeier (2005). 
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The analysis reveals that the Czech Republic plays an active, multi-

layered, and mediating role in redefining Central European identity within 

the European Union. This role is not expressed as a direct confrontation with 

the European project but as a reinterpretation of Central Europe as a distinct 

yet integral part of Europe. 

The first major result indicates that the official and elite discourse of 

the Czech Republic continuously seeks to distance Central Europe from the 

Cold War narrative of being part of Eastern Europe. In Czech foreign policy 

documents and official statements, Central Europe is represented not as a 

peripheral or transitional region, but as a historical and cultural part of 

European civilization. This discourse emphasizes historical ties with 

Western Europe, interwar democratic experience, and European intellectual 

heritage, aiming to elevate the symbolic status of the region within the EU’s 

identity framework (Rupnik, 2007; Innes, 2001). 

The second result demonstrates that, unlike some regional approaches 

that define Central European identity in opposition to the EU, the dominant 

Czech discourse emphasizes complementarity between the two identity 

levels. Central Europe is not the Other of Europe, but an internal layer of 

European identity. This approach aligns with the constructivist notion of 

multi-layered identity, which allows national, regional, and supranational 

identities to coexist (Risse, 2010). Analysis of Czech positions within EU 

institutions shows that the country often uses the language of reform from 

within and advocates strengthening diversity within European unity. 

The third result highlights the Czech Republic’s mediating role among 

Central European countries. Within regional cooperation frameworks, 

particularly the Visegrad Group, the Czech Republic often adopts a more 

balanced and less confrontational stance toward the EU. It seeks to bridge 

gaps between critical positions of some regional partners and the institutional 

requirements of the EU (Dangerfield, 2018). This mediating role may be 

conceptualized as a form of identity brokerage, through which the Czech 

Republic presents a flexible and responsible image of Central Europe. 

The fourth result emphasizes the significance of normative socialization 

within the EU framework. The Czech Republic’s active participation in EU 

institutions, committees, and decision-making processes fosters the 

internalization of European norms and the reproduction of European identity 

among political elites. This process is consistent with constructivist literature 

highlighting the role of institutions in shaping actors’ identities (Checkel & 

Katzenstein, 2009). At the same time, this socialization is not one-sided, 

because the Czech Republic also uses institutional space to transmit Central 

European concerns and narratives to the European level. 

The fifth result indicates that historical memory plays a central role in 

Czech identity politics. Experiences of occupation, communism, and 

democratic transition serve as key elements in national narratives and in 

representing the Czech Republic’s position in Europe. These narratives 
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emphasize the country’s natural Europeanness and present communism as a 

historical deviation rather than a defining identity (Kundera, 1984). Such 

representations redefine not only national but also regional identity, 

portraying Central Europe as part of Europe’s shared historical experience. 

The sixth result concerns the persistent tension between emphasis on 

national sovereignty and commitment to European integration. In Czech 

political discourse, these tensions often manifest in rhetoric supporting a 

Europe of Nations and opposing excessive centralization in Brussels. 

However, this stance does not negate European identity. Rather, it 

contributes to a specific interpretation of integration in which diversity, 

historical specificity, and national autonomy remain legitimate within the 

EU framework (Moravcsik, 1998). 

The seventh result indicates that EU enlargement to the East had 

profound institutional, economic, and identity-related consequences for 

Central Europe. For the Czech Republic, membership institutionalized 

European identity while simultaneously intensifying the need to redefine 

regional distinctiveness (Schimmelfennig & Sedelmeier, 2005). This duality 

appears in the effort to present Central Europe as another Europe, but not as 

a Europe outside. 

The final result shows that the Czech Republic’s role in redefining 

Central European identity is linked to forward-looking debates about the 

EU’s future. In discussions regarding multi-speed integration, institutional 

reforms, and crisis management, the Czech Republic supports approaches 

that treat identity diversity as a source of resilience for the Union (Risse, 

2010). Overall, the results demonstrate that through discursive, institutional, 

and normative actions, the Czech Republic has played a key role in 

redefining Central European identity as dynamic, pluralistic, and integral to 

the European project. 

Discussion. The findings of this study highlight the Czech Republic’s 

active and multifaceted role in redefining Central European identity within 

the European Union. Through a combination of discursive, institutional, and 

normative actions, the Czech Republic has contributed to shaping an 

understanding of Central Europe as a distinct yet integral part of Europe, 

moving away from Cold War categorizations that labeled the region as 

peripheral or Eastern. The Czech narrative emphasizes historical and cultural 

ties with Western Europe, interwar democratic experiences, and a shared 

European intellectual heritage. This discursive strategy exemplifies what 

constructivist scholars describe as meaning-making power, whereby the 

Czech Republic influences interpretive frameworks at both the regional and 

EU levels (Barnett & Duvall, 2005). 

Contrary to approaches that frame Central European identity as 

oppositional to the EU, the Czech discourse positions it as complementary, 

creating a multi-layered identity that allows national, regional, and European 

elements to coexist. This positioning is particularly evident in the Czech 
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Republic’s engagement in EU institutions and decision-making processes, 

where the country frequently advocates reform from within, promoting 

diversity and the recognition of historical and cultural particularities while 

maintaining a commitment to the European project. Such a strategy 

demonstrates a nuanced approach that balances national interests with 

regional solidarity and supranational integration. 

The Czech Republic also functions as a mediator among Central 

European states, particularly within the Visegrad Group, often adopting 

balanced positions that reconcile regional priorities with EU expectations. 

This mediating role reinforces the legitimacy of Central Europe within the 

European Union and positions the Czech Republic as an identity broker, 

facilitating dialogue and consensus-building between countries with 

differing levels of EU skepticism and institutional engagement. By 

presenting a flexible and responsible vision of Central Europe, the Czech 

Republic actively shapes both regional dynamics and EU policy debates. 

Normative socialization within the EU plays a significant role in 

reinforcing this identity construction. Through participation in committees, 

institutions, and policy networks, Czech elites internalize European norms 

while simultaneously promoting the specific concerns and narratives of 

Central Europe, thereby contributing to the ongoing evolution of European 

identity itself. This reciprocal process demonstrates that identity formation 

is not unidirectional. Rather, the Czech Republic actively negotiates and 

reinterprets norms to assert its regional perspective while aligning with 

broader European values. 

Historical memory remains central to this process. Narratives of 

occupation, communism, and democratic transition are mobilized to assert 

the Czech Republic’s European legitimacy and the continuity of Central 

European civilization. By framing communism as a historical rupture rather 

than a defining identity, these narratives strengthen both national and 

regional claims to European belonging, reflecting the intersection of history 

and contemporary identity politics. 

Tensions between national sovereignty and European integration are 

evident in Czech discourse, particularly in rhetoric emphasizing a Europe of 

Nations and cautioning against excessive centralization in Brussels. 

However, these tensions do not undermine European identity. Instead, they 

foster a distinct interpretive lens through which integration is understood. 

The Czech approach seeks to preserve national autonomy while actively 

engaging in EU processes, suggesting that integration and sovereignty can 

be mutually reinforcing rather than mutually exclusive. 

The enlargement of the European Union to include Central and Eastern 

European countries has also had profound implications for identity 

construction. Membership institutionalized European identity for the Czech 

Republic while simultaneously highlighting the need to maintain and 

articulate regional distinctiveness. The findings suggest that the Czech 
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Republic plays an active role in defining the boundaries and characteristics 

of Central Europe within the EU framework, portraying the region as another 

Europe rather than an external or marginalized space. 

Looking toward the future, the Czech Republic continues to engage in 

debates about the EU’s trajectory, including multi-speed integration, 

institutional reform, and crisis management. In these discussions, the Czech 

perspective emphasizes the value of identity diversity as a resource for 

European cohesion and resilience. This forward-looking engagement 

demonstrates that the Czech Republic’s role in redefining Central European 

identity is not only historically grounded but also oriented toward shaping 

the ongoing evolution of the European project. 

Conclusions. The analysis of the Czech Republic’s role in redefining 

Central European identity within the European Union reveals a complex and 

multidimensional dynamic that encompasses historical, cultural, 

institutional, and normative aspects. Over the course of the country’s 

engagement with the EU, the Czech Republic has strategically positioned 

itself as an active agent in shaping both the perception and the reality of 

Central Europe, emphasizing the region’s historical continuity, cultural 

distinctiveness, and integral connection to European civilization. This 

positioning reflects a deliberate effort to move beyond Cold War 

categorizations that relegated Central Europe to the periphery and to assert a 

nuanced understanding of the region as a core component of Europe’s 

political, cultural, and normative landscape. 

Throughout its EU membership and broader diplomatic activities, the 

Czech Republic has engaged in a process of discursive construction that 

reshapes the narratives surrounding Central Europe. By highlighting 

historical experiences such as interwar democratic traditions, resistance to 

authoritarianism, and contributions to European intellectual and cultural life, 

Czech discourse creates a sense of continuity and legitimacy for Central 

Europe within the broader European framework. This process not only 

reinforces the region’s symbolic status but also strengthens the Czech 

Republic’s agency in negotiating the meanings and interpretations of 

European identity. 

The findings also underscore the multi-layered nature of identity, in 

which national, regional, and European levels coexist and interact. Rather 

than viewing Central European identity in opposition to European identity, 

the Czech approach frames it as complementary, allowing for the 

simultaneous articulation of national distinctiveness and European 

belonging. In its role as a mediator among Central European countries, the 

Czech Republic contributes to the stabilization and coordination of regional 

positions within the EU. Through initiatives such as the Visegrad Group, the 

country often acts as a bridge between states with varying levels of EU 

skepticism and institutional engagement, facilitating consensus and 

dialogue. 
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Normative socialization is another critical dimension through which the 

Czech Republic reinforces its role in redefining Central European identity. 

Engagement in EU institutions, decision-making processes, and policy 

networks allows Czech elites to internalize European norms while 

simultaneously projecting regional concerns into broader EU discourse. 

Historical memory likewise remains central, as the Czech Republic’s 

emphasis on experiences of occupation, authoritarianism, and democratic 

transition highlights the continuity of Central European civilization and its 

alignment with European democratic norms. 

The study further highlights the Czech Republic’s ability to navigate 

the tensions between national sovereignty and European integration. While 

the discourse emphasizes a Europe of Nations and cautions against excessive 

centralization, these positions do not undermine European identity. Rather, 

they contribute to a nuanced interpretation of integration in which national 

autonomy, historical particularities, and regional distinctiveness are 

harmonized with the broader goals of the EU. 

In conclusion, the Czech Republic’s role in redefining Central 

European identity is characterized by a complex interplay of historical 

reflection, normative engagement, discursive construction, and institutional 

participation. The country actively negotiates the boundaries and content of 

regional identity, mediates between national and supranational imperatives, 

and contributes to the ongoing evolution of European identity. This 

demonstrates that identity in the European context is both socially 

constructed and strategically mobilized, and that the Czech Republic has 

been central in shaping the conceptual and practical understanding of Central 

Europe within the EU. 
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Abstract. The article examines the role of public administration in 

shaping corporate environmental security strategies under 

conditions of global environmental transformation. The study 

proceeds from the assumption that environmental security should 

be understood not only as an object of state regulation or corporate 

compliance, but as a systemic sphere of interaction among public 

institutions, business, financial actors, and society. The purpose of 

the article is to develop an integrated understanding of how public 

administration influences the formation and implementation of 

corporate environmental security strategies through regulatory, 

economic, and motivational instruments. The research is based on 

a qualitative and analytical methodology that combines literature 

review, problem-oriented analysis, comparative assessment of 

international practices, and conceptual synthesis. The study 

identifies the key barriers that hinder the ecological transformation 

of business, including weak alignment between state environmental 

priorities and corporate strategies, insufficient incentives for green 

innovation, fragmented regulation, limited access to green 

financing, and disparities in environmental standards across 

countries. It is substantiated that the most effective environmental 

governance systems are those that combine legal requirements, 

financial support, and reputational incentives within a coherent 

institutional framework. The comparative analysis shows that the 

European Union represents a regulator-oriented model, the United 

States reflects a market-oriented model, and selected Asian 

countries demonstrate hybrid approaches to environmental 

governance. The article concludes that public administration plays 

a decisive role in creating the institutional conditions under which 

environmental priorities become strategically relevant for 

business. It is argued that public administration and corporate 

environmental security strategies should be interpreted as 

elements of a single environmental transformation mechanism. The 

practical significance of the study lies in substantiating the need 

for integrated governance approaches, especially for countries 

undergoing structural transformation and post-crisis recovery. 
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Introduction. The intensification of global environmental threats has 

substantially changed the role of public administration in shaping sustainable 

development trajectories. Climate change, biodiversity loss, resource 

depletion, and industrial pollution require not only stricter state regulation 

but also a strategic rethinking of how governments interact with business. 

Under these conditions, environmental security becomes a cross-sectoral 

issue that cannot be addressed exclusively through traditional command-

and-control mechanisms. Instead, it requires coordinated action by public 

institutions, private companies, investors, and civil society. The state thus 

increasingly acts not only as a regulator but also as a coordinator, motivator, 

and institutional partner in the environmental transformation of the 

economy. This shift is especially visible in the growing emphasis on ESG-

oriented governance, green innovation, non-financial reporting, and long-

term environmental planning within corporate strategy. 

At the same time, the interaction between public administration and 

corporate environmental strategies remains uneven and often contradictory. 

In many countries, environmental policy still develops separately from 

business planning, which weakens the implementation of both state priorities 

and corporate sustainability goals. Insufficient alignment between public 

environmental policy and business strategy, weak incentives for green 

innovation, fragmented regulatory systems, limited financing for 

environmentally oriented modernization, and differences in environmental 

standards between countries continue to constrain progress. These 

challenges show that environmental transformation is not simply a technical 

issue of regulation, but rather a systemic governance problem. Therefore, the 

study of how public administration can shape favorable institutional 

conditions for the development of corporate environmental security 

strategies is of considerable theoretical and practical importance. 

This article proceeds from the assumption that public administration 

and corporate environmental security strategies should be understood as 

parts of a unified environmental transformation system. From this 

perspective, environmental policy is not merely an external framework for 

business compliance, but a mechanism that can influence corporate behavior, 

investment decisions, innovation trajectories, and long-term management 

models. The article aims to demonstrate how state institutions affect 

corporate environmental priorities through regulatory, economic, and 

motivational instruments, and how this interaction can produce synergies 

that support sustainable development and environmental security. 

Literature Review. The issue of public administration in the context 

of environmental security and sustainable transformation lies at the 

intersection of several scholarly traditions, including public governance, 

regional development, crisis management, environmental policy, and 

corporate sustainability. Existing studies provide important conceptual and 

practical foundations for understanding how state institutions influence 
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socio-economic systems under conditions of instability and structural 

change. At the same time, the literature remains fragmented, because many 

scholars examine either public administration mechanisms in general, or 

environmental and corporate sustainability issues separately, without 

sufficiently integrating these dimensions into a single analytical framework. 

This creates a need for a more systematic review of how the state shapes 

corporate environmental strategies through regulatory, economic, and 

institutional instruments. 

A significant strand of the literature focuses on the architecture of 

public administration itself. In this regard, Dykov (2016) proposed a 

structural understanding of public administration mechanisms and 

emphasized that public governance should be interpreted as a complex 

system composed of organizational, legal, economic, informational, and 

social components. This position is methodologically important for the 

present study because environmental transformation cannot be explained 

through a single policy instrument. Rather, it emerges from the interaction 

of formal regulation, administrative coordination, financial support, public 

communication, and institutional control. Similarly, Myrna (2010) argued 

that state regional policy requires an integrated mechanism combining 

strategic priorities, institutional coordination, and implementation 

instruments at different levels of governance. Although this research is not 

devoted specifically to environmental security, it reinforces the idea that 

complex public goals demand coherent and multi-level administrative 

systems. Bodelan (2013), in turn, explored the organizational and functional 

structures of public administration and demonstrated that the effectiveness 

of public mechanisms largely depends on how competences, responsibilities, 

and communication channels are distributed within institutional systems. In 

the context of environmental governance, this insight is especially relevant, 

because ineffective institutional design can hinder the implementation of 

even well-formulated environmental priorities. 

Another group of studies examines public administration under 

conditions of recovery, crisis, and systemic disruption. Taradenko (2026), 

analyzing the post-war modernization of Ukraine’s healthcare system, 

showed that public administration plays a decisive role in mobilizing 

investment, allocating resources, and coordinating the efforts of multiple 

stakeholders around long-term reconstruction goals. Although the sectoral 

focus of the study is healthcare, its broader contribution lies in demonstrating 

how the state can act as a strategic integrator in periods of systemic 

transformation. Delini (2026) reached similar conclusions in the sphere of 

urban infrastructure recovery, emphasizing that international financial 

support is effective only when it is embedded in national policy frameworks 

and linked to clear governance mechanisms. For the purposes of the present 

article, these studies are important because they show that the state’s role in 

transformation goes far beyond regulation. Public administration also shapes 
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investment environments, determines implementation capacity, and provides 

strategic direction for long-term structural change. These conclusions are 

highly relevant to environmental transformation, where ecological 

modernization also requires coordinated investment, institutional capacity, 

and stable policy signals. 

A further dimension of the literature concerns the normative and value-

based foundations of public administration. Maliuska (2010) emphasized 

that public governance should not be reduced to procedural efficiency alone, 

because its quality is also conditioned by transparency, ethics, responsibility, 

and trust. This argument has particular significance for environmental 

security, since ecological policy increasingly depends on the credibility of 

state institutions and on the level of public trust in environmental standards, 

monitoring systems, and sustainability claims. In practice, this means that 

environmental governance is not only a technical process of setting standards 

and enforcing compliance. It is also a legitimacy-based process in which 

state institutions must convince businesses and society that ecological 

transformation is necessary, fair, and strategically justified. This perspective 

is also closely connected with the growing importance of non-financial 

disclosure, ESG reporting, and public accountability mechanisms, which 

make environmental performance visible not only to regulators but also to 

investors, communities, and international partners. 

The literature that addresses the role of enterprises in environmental 

security is particularly important for linking public governance and corporate 

action. Zhyvko and Stadnyk (2021) argued that enterprises should be viewed 

not merely as sources of ecological pressure, but as active participants in 

ensuring freshwater and environmental security. This idea substantially 

broadens the traditional understanding of environmental responsibility. 

Instead of seeing business as an object of environmental control only, it 

presents companies as potential partners in environmental stabilization and 

sustainable development. This position is especially valuable for the present 

article because it supports the shift from a compliance-based model to a 

partnership-based model of environmental governance. In a related study, 

Zhyvko et al. (2021) examined adaptive and simultaneous state-business 

partnership strategies in conditions shaped by the COVID-19 pandemic, 

digitalization, and sustainability challenges. Their work demonstrated that 

cooperation between public institutions and private actors becomes 

especially important in situations of uncertainty and systemic pressure. 

Although the focus of that study is broader than environmental security 

alone, its findings strongly support the argument that public-private 

coordination is a necessary precondition for effective strategic adaptation. 

At the international level, more recent studies increasingly consider 

ESG-oriented transformation as an important mechanism through which 

environmental priorities are integrated into corporate behavior. Pillai et al. 

(2025) conducted a comparative analysis of ESG ratings across sectors and 
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regions and showed that environmental, social, and governance evaluations 

differ substantially depending on institutional context, economic sector, and 

regional governance traditions. This finding is highly relevant because it 

demonstrates that corporate environmental behavior is shaped not only by 

internal company decisions but also by the broader institutional environment 

in which firms operate. Yoshida et al. (2024), analyzing companies in Asia, 

also confirmed that ESG performance and its financial implications vary 

across governance contexts and depend on regulatory expectations, market 

pressures, and institutional support mechanisms. These studies are useful 

because they highlight the growing importance of environmental 

accountability systems, cross-country comparability, and investor-oriented 

performance metrics. At the same time, they mostly focus on comparative 

ESG outcomes rather than on the specific mechanisms through which 

governments influence corporate environmental strategies. 

Thus, the reviewed literature provides several important insights. First, 

public administration scholarship confirms that complex policy goals require 

systemic, multi-level, and institutionally coordinated mechanisms. Second, 

crisis and recovery studies demonstrate that the state has a crucial role in 

shaping investment and transformation environments. Third, environmental 

and partnership-oriented studies indicate that enterprises should be seen as 

co-actors in ecological security rather than only as regulated entities. Fourth, 

ESG-related research shows that institutional context strongly influences 

environmental behavior and corporate sustainability outcomes. However, 

despite these contributions, the literature still lacks a sufficiently integrated 

explanation of how exactly public administration affects the formation and 

implementation of corporate environmental security strategies as a coherent 

system. 

The key limitation of the current body of research is its fragmentation. 

Studies on public administration often do not analyze corporate 

environmental strategy in sufficient depth. Conversely, studies on ESG, 

sustainability, or business environmental behavior often understate the 

structuring role of public institutions and policy mechanisms. In addition, 

many works focus either on crisis governance, regional policy, or enterprise-

level environmental responsibility without tracing the interactions among 

these dimensions. As a result, the literature does not yet provide a sufficiently 

developed framework for understanding how regulatory, economic, and 

motivational instruments of the state jointly shape corporate environmental 

transformation. This gap is especially noticeable in relation to countries 

undergoing structural change and post-crisis recovery, where environmental 

modernization must be aligned simultaneously with development goals, 

international integration, and investment needs. 
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Table 1. Main gaps in the literature on public administration and 

corporate environmental security 

Gap area 
What is sufficiently 

covered in the literature 

What remains 

insufficiently explored 

Relevance for this 

study 

Public 

administration 

mechanisms 

General structures and 

mechanisms of public 

governance, including 

organizational, legal, 

economic, and regional 

dimensions 

The direct application of 

these mechanisms to 

environmental security in 

relation to corporate 

strategy 

Helps connect 

governance theory with 

environmental 

transformation of 

business 

Crisis and 

recovery 

governance 

State coordination of 

reconstruction, 

modernization, and 

international financial 

support 

How recovery-oriented 

governance can be linked 

with long-term green 

corporate transformation 

Important for countries 

combining 

reconstruction and 

ecological 

modernization 

Role of 

enterprises in 

environmental 

security 

Recognition of enterprises 

as actors that may 

contribute to 

environmental and 

freshwater security 

Detailed explanation of 

how state policy can 

institutionalize and scale 

such corporate 

participation 

Supports the transition 

from control-based to 

partnership-based 

governance 

State-business 

partnership 

Adaptive cooperation 

between the state and 

business under crisis and 

uncertainty 

Specific partnership 

models focused on 

environmental security 

and ecological innovation 

Clarifies how public-

private cooperation 

may support 

environmental strategy 

implementation 

ESG and 

comparative 

sustainability 

assessment 

Cross-sectoral and cross-

regional differences in 

ESG performance and 

ratings 

The causal mechanisms 

through which 

governments shape ESG 

integration in companies 

Necessary for linking 

environmental 

reporting systems with 

public administration 

International 

standard 

harmonization 

Recognition that regional 

and sectoral contexts shape 

sustainability outcomes 

The effect of inconsistent 

international 

environmental standards 

on corporate strategic 

alignment 

Relevant for 

internationally active 

firms and countries 

aligning with EU 

norms 

Integrated 

conceptual 

framework 

Separate insights from 

governance, sustainability, 

ESG, and partnership 

studies 

A unified model 

explaining how regulatory, 

economic, and 

motivational state 

instruments shape 

corporate environmental 

security strategies 

Forms the central 

theoretical contribution 

of the article 

Source: systematized by the author based on Bodelan (2013), Delini (2026), Dykov (2016), Maliuska 

(2010), Myrna (2010), Pillai et al. (2025), Taradenko (2026), Yoshida et al. (2024), Zhyvko et al. (2021), 

and Zhyvko and Stadnyk (2021). 

 

 

Overall, the literature confirms that public administration, institutional 

design, investment coordination, and state-business interaction are essential 

for understanding large-scale socio-economic transformation. However, the 

relationship between these dimensions and corporate environmental security 

strategies remains underdeveloped in the existing scholarship. Most studies 

offer partial insights rather than an integrated explanation. Therefore, the 

present article addresses this gap by examining how public administration 

influences corporate environmental transformation through a coordinated 

system of regulatory, economic, and motivational instruments. 
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Aims. The aim of this study is to develop an integrated understanding 

of how public administration shapes corporate environmental security 

strategies under conditions of global environmental transformation, 

regulatory change, and increasing sustainability demands. 

To achieve this aim, the article pursues several interrelated objectives. 

First, it seeks to identify the principal theoretical and practical gaps in the 

existing literature concerning the relationship between public administration 

and corporate environmental transformation. Second, it aims to determine 

the main barriers that hinder the alignment of state environmental priorities 

with corporate environmental strategies. Third, it seeks to systematize the 

key groups of instruments through which public administration influences 

corporate environmental behavior. Fourth, it aims to compare international 

governance models in order to distinguish regulator-oriented, market-

oriented, and hybrid approaches. Finally, the article seeks to propose a 

conceptual framework in which public administration and corporate 

environmental security strategies are interpreted as elements of a single 

environmental transformation 

Methodology. The methodological basis of the study is qualitative, 

analytical, and integrative. The research is designed to address a complex 

theoretical problem that lies at the intersection of public administration, 

environmental governance, corporate strategy, and sustainability studies. 

Since the identified research gap concerns the absence of a sufficiently 

integrated conceptual framework, the methodological logic of the article is 

aimed not at narrow empirical measurement, but at analytical synthesis and 

structured comparison. The study therefore combines elements of systematic 

literature analysis, problem-oriented interpretation, comparative policy 

review, and conceptual modeling. This methodological combination is 

appropriate because the subject of inquiry involves interdependent 

institutional, strategic, and regulatory processes that cannot be fully 

understood through a single-dimensional approach. 

The first methodological stage consisted of a structured review and 

analytical interpretation of the scholarly sources relevant to the topic. At this 

stage, the selected literature was grouped into several thematic blocks: 

studies on the mechanisms and structures of public administration, research 

on crisis governance and reconstruction, works on value-based and 

institutional dimensions of public management, studies on the environmental 

role of enterprises and state-business partnerships, and comparative ESG-

related research. Such thematic grouping made it possible to identify which 

aspects of the problem had already been sufficiently elaborated in the 

literature and which remained underexplored. This stage provided the basis 

for the gap analysis presented in the literature review and helped justify the 

need for an integrated examination of public administration and corporate 

environmental security strategies. 

The second methodological stage involved problem-oriented analysis. 
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On the basis of the reviewed literature and the source text of the article, the 

study identified the main barriers that limit effective interaction between 

public policy and corporate environmental transformation. These barriers 

were interpreted not as isolated technical difficulties, but as manifestations 

of systemic governance misalignment. In analytical terms, this means that 

the study treats weak incentives for green innovation, fragmented regulatory 

systems, insufficient access to green financing, and disparities in 

environmental standards as interrelated structural problems. This stage was 

necessary for moving from general theoretical reflection to a more practice-

oriented examination of the conditions under which environmental 

transformation succeeds or fails. 

The third methodological stage consisted of the functional classification 

of public administration instruments. The study distinguishes three principal 

groups of instruments: regulatory, economic, and motivational. Regulatory 

instruments include environmental standards, reporting obligations, legal 

requirements, monitoring procedures, and enforcement mechanisms. 

Economic instruments include tax benefits, grants, subsidies, green public 

funds, guarantees, and financial support for innovation. Motivational 

instruments include ESG ratings, public reporting, reputational incentives, 

voluntary standards, and other tools that shape the normative and 

informational environment of corporate decision-making. This classification 

is methodologically important because it allows the study to explain public 

influence on corporate environmental behavior in a structured way. It also 

supports the article’s central argument that the effectiveness of 

environmental governance depends not on single instruments, but on their 

coordinated use. 

The fourth methodological stage was comparative analysis of 

international practices. The study selected three broad governance contexts 

for comparison: the European Union, the United States, and selected Asian 

countries. These cases were chosen because they represent different models 

of environmental governance and different relationships between the state, 

the market, and corporate sustainability practices. The comparison was 

conducted according to several analytical criteria: the dominant type of 

policy instruments, the degree of regulatory pressure, the role of financial 

incentives, the significance of reporting and ESG frameworks, and the 

overall impact on corporate environmental strategies. The European Union 

was examined as a predominantly regulator-oriented model, the United 

States as a largely market-oriented model, and Asian countries as examples 

of hybrid governance approaches. This comparative strategy allowed the 

article to identify both common tendencies and important institutional 

differences in the ways governments shape environmental transformation. 

The fifth methodological stage involved conceptual synthesis. Based on 

the results of the literature review, the identified research gaps, the problem 

analysis, and the comparative review of international practices, the article 
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develops an integrated conceptual understanding of the relationship between 

public administration and corporate environmental security strategies. In 

methodological terms, this stage is constructive rather than descriptive. Its 

purpose is to formulate a coherent explanatory model that shows how public 

institutions influence corporate environmental priorities and how business, 

in turn, responds to regulatory, economic, and reputational signals. The 

resulting framework interprets environmental transformation as a dynamic 

and interactive process, rather than as a one-sided imposition of state 

requirements on business actors. 

From the standpoint of scientific logic, the methodology of the study 

can therefore be characterized as interdisciplinary and systems-oriented. It 

draws on governance theory, sustainability studies, environmental policy 

analysis, and corporate strategy research. Such interdisciplinarity is justified 

by the nature of the research problem itself, because environmental security 

in the contemporary world emerges at the intersection of public institutions, 

business interests, international standards, and societal expectations. The 

systems approach used in the article makes it possible to examine these 

dimensions as mutually dependent rather than separate phenomena. 

At the same time, the study has methodological limitations. Since the 

article is primarily conceptual and analytical, it does not include quantitative 

testing of the proposed framework or statistical measurement of the 

relationship between specific public policy instruments and corporate 

environmental outcomes. In addition, the comparative analysis is based on 

selected governance models rather than on a comprehensive global sample. 

However, these limitations do not reduce the value of the study’s 

contribution. On the contrary, they define the article’s role as a theoretically 

grounded foundation for future empirical research. Subsequent studies may 

build on this framework by developing measurable indicators, sector-

specific case studies, or comparative datasets capable of testing the proposed 

relationships more systematically. 

Results. The results of the study confirm that the relationship between 

public administration and corporate environmental security strategies should 

be interpreted as a systemic interaction rather than as a set of isolated 

regulatory interventions. The analysis demonstrates that corporate 

environmental transformation becomes sustainable only when state 

institutions create a coherent institutional environment that combines legal 

requirements, financial incentives, strategic signaling, and reputational 

pressure. In this sense, the main result of the study is the substantiation of a 

governance logic according to which public administration does not merely 

control environmental compliance but actively shapes the conditions under 

which ecological priorities are integrated into corporate strategy, investment 

planning, innovation activity, and internal management systems. This 

conclusion supports the central argument of the article that environmental 

security emerges through the coordinated action of public and private actors 
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within a common transformation framework. 

A first important result is the identification and systematization of the 

key barriers that hinder effective ecological transformation of business. The 

analysis showed that these barriers are not random or sector-specific. On the 

contrary, they reflect recurring governance failures that weaken the 

alignment between state environmental priorities and corporate strategic 

behavior. Five interrelated barriers were identified as the most significant. 

These include the insufficient alignment between government environmental 

policy and business strategies, the low motivation of enterprises to 

implement environmental innovations without external support, fragmented 

regulation and the absence of unified environmental assessment frameworks, 

limited investment in green technologies due to high risks and long payback 

periods, and disparities in environmental standards across countries. Taken 

together, these barriers create a structural environment in which companies 

often perceive ecological modernization as costly, uncertain, and weakly 

connected with their long-term competitiveness. 

The first barrier, namely the insufficient alignment between public 

environmental policy and corporate strategies, proved to be particularly 

important because it influences all subsequent stages of environmental 

transformation. Where state policy is unstable, fragmented, or short-term in 

orientation, businesses are less likely to incorporate environmental priorities 

into strategic planning. In such contexts, ecological initiatives are often 

treated as temporary adjustments rather than as long-term development 

directions. The study found that alignment improves significantly when 

governments formulate clear long-term green roadmaps, define sectoral 

priorities, and maintain continuity in policy expectations. International 

examples indicate that the existence of stable strategic frameworks allows 

businesses to reduce uncertainty, plan large-scale modernization, and 

connect ecological goals with investment decisions. Thus, the result here is 

not only the identification of a barrier, but also the clarification that strategic 

predictability functions as a precondition for deep corporate environmental 

integration. 

The second barrier concerns the weak motivation of companies to adopt 

environmental innovations when such innovations require additional costs 

and do not immediately generate visible market advantages. The study 

showed that corporate willingness to invest in ecological modernization 

increases when environmental innovations are supported through financial 

incentives, reputational benefits, and policy mechanisms that lower the 

threshold of entry. In other words, environmental responsibility becomes 

much more attractive for business when it is combined with tax credits, 

grants, preferential financing, accelerated depreciation, or public recognition 

instruments. The findings indicate that motivation is not reducible to 

corporate ethics alone. It is also a function of the external governance 

environment. Therefore, one of the major results of the study is the 
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demonstration that public administration can transform environmental 

innovation from a voluntary burden into a strategically rational business 

decision. 

The third identified barrier is the fragmentation of environmental 

regulation and the lack of unified systems for environmental performance 

assessment. The study found that companies often face inconsistent rules, 

overlapping requirements, and a lack of comparable metrics for evaluating 

ecological progress. Under such conditions, both regulators and investors 

encounter difficulties in assessing the real environmental performance of 

firms. This weakens accountability, reduces the credibility of environmental 

claims, and creates room for formalistic rather than substantive compliance. 

The findings suggest that unified reporting systems, environmental 

taxonomies, ESG-oriented disclosure requirements, and comparable rating 

mechanisms play a crucial role in strengthening transparency. Such systems 

do not only improve monitoring. They also shape managerial priorities by 

making environmental performance more visible and strategically relevant. 

As a result, the study confirms that transparency mechanisms are not 

peripheral elements of environmental governance but central institutional 

tools for directing corporate behavior. 

The fourth barrier concerns the insufficient availability of investment 

for green technologies. The study showed that many ecologically beneficial 

technologies require large initial investments, entail relatively long payback 

periods, and are perceived by private actors as high-risk projects. For this 

reason, businesses often postpone or avoid green modernization even when 

they recognize its long-term importance. The research demonstrates that this 

barrier can be substantially reduced when governments use instruments such 

as guarantees, targeted funds, concessional credit programs, and partnerships 

with international financial institutions. The key result here is that public 

administration influences environmental transformation not only through 

normative obligations but also through risk distribution. By assuming part of 

the uncertainty and creating more favorable investment conditions, the state 

can activate corporate demand for ecological technologies and thereby 

accelerate structural transformation. 

The fifth barrier identified by the study is the inconsistency of 

environmental standards across national and regional contexts. This problem 

is especially relevant for companies operating in international value chains 

or exporting to markets with stricter sustainability requirements. The 

analysis found that differences in standards complicate strategic planning, 

increase compliance costs, and create asymmetries between firms operating 

under different regulatory regimes. The study also demonstrated that 

international harmonization of standards and participation in transnational 

green governance mechanisms can reduce these problems and stimulate 

broader ecological convergence. Consequently, another important result is 

the recognition that corporate environmental security is not shaped only by 
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national policy. It is also affected by the degree to which countries are 

integrated into wider environmental regulatory architectures. 

 

Table 2. Main barriers to the ecological transformation of business and 

corresponding governance responses 

No. Main barrier 
Manifestation in corporate 

practice 
Public administration response 

1 

Weak alignment 

between public 

policy and business 

strategy 

Environmental issues remain 

peripheral to long-term planning 

Development of long-term green 

roadmaps, sectoral strategies, and 

stable policy signals 

2 
Low motivation for 

green innovation 

Companies avoid ecological 

modernization due to cost and 

uncertainty 

Tax incentives, grants, subsidies, 

accelerated depreciation, and 

reputational incentives 

3 

Fragmented 

regulation and lack 

of unified 

assessment 

Weak comparability, formalistic 

compliance, low transparency 

ESG reporting standards, 

environmental taxonomies, unified 

assessment frameworks 

4 
Limited access to 

green investment 

Postponement of environmental 

technologies due to risk and 

long payback 

State guarantees, green funds, 

concessional financing, international 

partnerships 

5 

Inconsistent 

standards across 

countries 

Rising compliance costs and 

strategic uncertainty in 

international markets 

Harmonization with international 

norms, participation in transnational 

green alliances 

Source: systematized by the author based on Delini (2026), Dykov (2016), Taradenko (2026), Zhyvko et al. 

(2021), Zhyvko and Stadnyk (2021), Pillai et al. (2025), and Yoshida et al. (2024). 

 

A second major result of the study is the functional classification of the 

instruments through which public administration shapes corporate 

environmental strategies. The analysis allowed these instruments to be 

grouped into three interdependent categories: regulatory, economic, and 

motivational. Regulatory instruments include standards, emission 

requirements, monitoring procedures, licensing rules, reporting obligations, 

and liability mechanisms. Their core function is to define the formal 

boundaries of acceptable environmental conduct. Economic instruments 

include subsidies, tax incentives, environmental funds, preferential loans, 

and public co-financing. Their function is to make ecological modernization 

financially feasible and to change the cost-benefit logic of corporate 

decisions. Motivational instruments include ESG ratings, non-financial 

reporting, public benchmarking, voluntary standards, and other reputational 

mechanisms that influence how companies are perceived by investors, 

partners, and society. The important result here is that these instruments are 

most effective when applied in combination. The study shows that regulation 

without financing often leads to minimal compliance, financing without 

accountability may generate inefficiency, and reputational incentives 

without formal rules may remain superficial. Therefore, the interaction 

among these three groups of instruments forms the institutional architecture 

within which corporate environmental strategy becomes substantive and 

durable. 
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Table 3. Functional groups of public administration instruments 

influencing corporate environmental strategies 
Instrument 

group 
Main content 

Primary governance 

function 

Expected effect on 

corporate behavior 

Regulatory 

Standards, reporting 

obligations, monitoring, 

sanctions, compliance 

rules 

Establish formal 

obligations and minimum 

environmental 

requirements 

Ensures baseline 

compliance and 

incorporation of 

environmental rules into 

management 

Economic 

Subsidies, tax incentives, 

green funds, guarantees, 

concessional loans 

Reduce costs and 

redistribute investment 

risks 

Stimulates ecological 

innovation and capital 

investment in green 

technologies 

Motivational 

ESG ratings, public 

disclosure, 

benchmarking, voluntary 

standards 

Create reputational and 

informational incentives 

Encourages companies to 

move beyond compliance 

toward strategic 

sustainability integration 

Source: systematized by the author based on Bodelan (2013), Dykov (2016), Maliuska (2010), Pillai et al. 

(2025), Yoshida et al. (2024), and Zhyvko et al. (2021). 

 

A third major result is the comparative identification of different 

international models of state influence on corporate environmental 

transformation. The study showed that the European Union, the United 

States, and selected Asian countries represent distinct governance logics. 

The European Union can be characterized as a regulator-oriented model. It 

relies on mandatory disclosure, harmonized sustainability standards, detailed 

taxonomies, and legally embedded environmental targets. This model exerts 

a strong structuring influence on business strategy because it provides clear 

obligations and long-term regulatory direction. The United States represents 

a more market-oriented approach. In this case, environmental transformation 

is shaped to a greater extent by tax incentives, financial markets, investor 

expectations, and selective regulatory initiatives. The Asian cases examined 

in the study reflect a hybrid model that combines state guidance, selective 

regulatory requirements, stock exchange disclosure frameworks, and gradual 

ESG institutionalization. The comparative result of the analysis is that no 

single model is universally sufficient in itself. However, the most effective 

cases are those in which regulation, financing, and reputational governance 

reinforce one another rather than functioning separately. 

A fourth significant result concerns the internal corporate effects of 

public environmental governance. The study found that public 

administration influences not only the external obligations of business but 

also the internal architecture of management. In jurisdictions with coherent 

environmental policy, companies are more likely to establish sustainability 

units, introduce environmental key performance indicators, integrate ISO 

14001-based systems, link environmental criteria with risk management, and 

treat ecological modernization as a board-level strategic issue. This finding 

is important because it shows that the influence of public administration 

penetrates into the inner logic of corporate governance. State policy does not 
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simply impose external restrictions. It indirectly affects how firms define 

organizational priorities, allocate resources, assess risks, and formulate long-

term value creation models. 

 

Table 4. Comparative models of public influence on corporate 

environmental transformation 
Governance 

context 

Dominant 

model 
Main characteristics Strategic effect on business 

European Union 
Regulator-

oriented 

Mandatory disclosure, 

taxonomy systems, strong 

climate targets, integrated ESG 

regulation 

Deep integration of 

environmental priorities 

into long-term corporate 

strategy 

United States Market-oriented 

Tax incentives, investor 

pressure, selective reporting 

requirements, capital-market 

influence 

Selective and opportunity-

driven environmental 

integration 

Asian countries Hybrid 

Combination of state guidance, 

partial regulation, exchange-

based disclosure, gradual ESG 

adoption 

Uneven but progressively 

expanding sustainability 

integration 

Source: systematized by the author based on Pillai et al. (2025), Yoshida et al. (2024), Delini (2026), and 

Taradenko (2026). 

 

The analysis also produced a fifth result of theoretical significance. 

Based on the identified barriers, the classified instruments, and the 

comparative international review, the study formulated an integrated 

understanding of how public administration and corporate environmental 

security strategies interact. This conceptual result suggests that 

environmental transformation should be seen as a dynamic multi-level 

process in which the state creates an institutional opportunity structure, while 

corporations respond through strategic adaptation, investment decisions, and 

organizational change. The relationship is therefore reciprocal but not 

symmetrical. Public administration establishes the framework conditions, 

while business internalizes and operationalizes environmental priorities. 

This result strengthens the argument that environmental security should be 

analyzed not as an isolated environmental outcome but as a governance-

based process of coordinated transformation. 

Another noteworthy result is the clarification of the practical relevance 

of this framework for countries experiencing structural transformation and 

post-crisis recovery, particularly Ukraine. The study showed that in such 

contexts environmental modernization should not be considered a secondary 

objective that follows economic stabilization. On the contrary, it can serve 

as an integral part of recovery policy if public administration deliberately 

links reconstruction, environmental investment, and corporate 

modernization. This means that ecological transformation can be embedded 

into post-crisis development through long-term green planning, unified 

ESG-oriented reporting, targeted risk-sharing financial mechanisms, and 

progressive harmonization with European environmental standards. The 
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practical implication is that environmental security can become both a 

sustainability objective and a development instrument. 

 

Table 5. Integrated model of interaction between public administration 

and corporate environmental security strategies 

Dimension 
Role of public 

administration 
Corporate response System-level outcome 

Strategic 

direction 

Defines long-term 

environmental priorities 

and policy signals 

Incorporates 

environmental goals into 

business strategy 

Greater alignment 

between public and 

private transformation 

agendas 

Institutional 

regulation 

Establishes standards, 

reporting rules, and 

control procedures 

Adapts internal 

compliance and 

governance systems 

Improved 

accountability and 

environmental 

transparency 

Economic support 

Provides incentives, 

guarantees, and funding 

mechanisms 

Increases investment in 

ecological innovation and 

modernization 

Acceleration of green 

technological 

transformation 

Motivational 

environment 

Shapes reputational and 

informational pressures 

Expands ESG integration 

and public environmental 

commitments 

Broader normalization 

of sustainability-

oriented corporate 

behavior 

Source: systematized by the author based on Bodelan (2013), Delini (2026), Dykov (2016), Maliuska 

(2010), Myrna (2010), Pillai et al. (2025), Taradenko (2026), Yoshida et al. (2024), Zhyvko et al. (2021), 

and Zhyvko and Stadnyk (2021). 

 

Overall, the results of the study demonstrate that public administration 

shapes corporate environmental security strategies through a coordinated 

combination of strategic direction, regulation, economic support, and 

motivational influence. The effectiveness of environmental transformation 

depends on whether these instruments operate as an integrated governance 

system rather than as fragmented policy measures. The findings therefore 

confirm that environmental security is best understood as a shared 

transformation process in which state institutions and business actors jointly 

produce the conditions for sustainable development. 

Discussion. The results of the study make it possible to interpret 

environmental security not as a narrowly sectoral ecological issue, but as a 

multidimensional governance construct shaped through the interaction of 

public institutions, corporate strategies, financial mechanisms, and 

international standards. This interpretation significantly broadens the 

analytical perspective traditionally used in studies of environmental 

regulation. The findings demonstrate that the effectiveness of environmental 

transformation depends not only on the existence of environmental norms, 

but also on the degree to which these norms are embedded in broader state 

strategies, translated into financial and institutional incentives, and 

internalized by corporations as part of long-term management logic. In this 

regard, the study supports the view that public administration in the 

environmental sphere is evolving from a model of fragmented regulatory 

intervention toward a model of strategic coordination and system design. 
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One of the key theoretical implications of the results is the confirmation 

that public administration mechanisms described in governance literature 

acquire new content when applied to environmental transformation. Earlier 

studies emphasized the importance of institutional coherence, organizational 

structure, and multi-level coordination in public administration (Bodelan, 

2013; Dykov, 2016; Myrna, 2010). The present study extends these ideas by 

showing that such mechanisms are particularly important in the 

environmental domain, where the success of public policy depends on the 

alignment of legal, economic, informational, and reputational instruments. 

Environmental governance is therefore not simply a branch of sectoral 

regulation. It is a complex field in which the state must create an enabling 

architecture that links ecological goals with business incentives and 

institutional accountability. This conclusion deepens the existing 

understanding of public administration by demonstrating that environmental 

security requires a more integrated and adaptive governance approach than 

many traditional policy areas. 

The discussion of the identified barriers also reveals an important 

conceptual point. The barriers analyzed in the Results section are not 

independent obstacles that can be removed one by one through isolated 

technical interventions. Rather, they reflect deeper structural tensions 

between the logic of public environmental objectives and the logic of 

corporate strategic behavior. For instance, when environmental policy lacks 

long-term predictability, firms tend to avoid incorporating ecological 

priorities into strategic planning. When environmental innovation is 

financially risky, even environmentally aware companies may defer 

modernization. When reporting systems are fragmented, transparency 

becomes weak and environmental progress is difficult to assess. Thus, the 

study shows that many corporate environmental shortcomings are not merely 

failures of business responsibility. They are also consequences of 

insufficiently coherent public governance. This shifts part of the analytical 

focus from blaming firms for insufficient ecological engagement to 

examining whether the institutional environment provides the necessary 

conditions for such engagement. 

Another important implication concerns the role of incentives in 

environmental transformation. The results clearly indicate that 

environmental modernization becomes more likely when ecological action 

is made economically rational and strategically visible. This finding is 

significant because it challenges simplistic dichotomies between regulation 

and voluntarism. The evidence synthesized in the article suggests that 

companies rarely move toward deep environmental integration solely 

because of coercive pressure or solely because of internal values. More often, 

meaningful transformation occurs when regulation, financing, and 

reputational incentives reinforce one another. This conclusion corresponds 

with comparative ESG research showing that institutional context strongly 
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influences sustainability performance (Pillai et al., 2025; Yoshida et al., 

2024). However, the present article develops this point further by identifying 

the public administration dimension of that context. In other words, the study 

explains not only that institutional environments matter, but also how public 

institutions actively construct those environments through coordinated 

policy mechanisms. 

The comparative dimension of the study also has substantial analytical 

value. The differentiation among regulator-oriented, market-oriented, and 

hybrid environmental governance models makes it possible to see that there 

is no single universal pathway to ecological transformation. At the same 

time, the findings suggest that the most effective systems are those that avoid 

institutional one-sidedness. The European Union demonstrates the strength 

of coherent regulation, standardized reporting, and long-term policy 

commitments. The United States illustrates the mobilizing power of market-

based incentives and investor pressure. Asian approaches show the 

importance of adaptive hybridization in contexts where the state, the market, 

and corporate governance interact in more gradual and differentiated ways. 

The discussion therefore confirms that effectiveness depends less on the 

nominal type of governance model and more on the ability to combine 

complementary mechanisms in a mutually reinforcing way. This conclusion 

is important because it prevents oversimplified policy borrowing. It indicates 

that countries should not merely imitate foreign models, but should design 

context-sensitive governance systems that integrate strong elements from 

different approaches. 

For countries undergoing structural transformation, post-crisis 

recovery, or alignment with supranational standards, the practical 

significance of the study becomes particularly evident. In the case of 

Ukraine, the discussion points to the need to treat environmental 

modernization not as a secondary add-on to reconstruction policy, but as one 

of its constitutive principles. Research on recovery-oriented public 

administration has already shown that the state plays a central role in 

coordinating investment, stakeholders, and strategic priorities during 

reconstruction (Delini, 2026; Taradenko, 2026). The present study adds that 

if environmental objectives are integrated into these recovery frameworks 

from the outset, reconstruction can become a vehicle for long-term green 

transformation rather than merely a return to pre-crisis development patterns. 

This means that public administration has the opportunity to shape a new 

development model in which ecological modernization, corporate 

competitiveness, and international integration reinforce each other. 

The article also contributes to the debate on the role of enterprises in 

environmental security. Previous studies argued that firms should be 

regarded not only as sources of environmental pressure but also as actors 

capable of contributing to ecological stabilization (Zhyvko & Stadnyk, 

2021). The present discussion confirms this position, but also specifies the 
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institutional condition under which such a role becomes realistic. Enterprises 

can function as genuine partners in environmental security only when public 

administration provides clear strategic direction, coherent regulatory 

expectations, accessible financing tools, and transparent systems of 

accountability. Without such conditions, partnership remains largely 

declarative. Therefore, the study enriches the existing literature on state-

business cooperation by demonstrating that environmental partnership 

should be grounded not merely in rhetoric of shared responsibility, but in 

concrete governance infrastructures that distribute obligations, incentives, 

and opportunities in a balanced way. 

At the same time, the discussion should acknowledge the limitations of 

the study. Since the article is primarily conceptual and analytical, it does not 

empirically test the proposed model through quantitative indicators, firm-

level datasets, or sector-specific case studies. As a result, the conclusions are 

theoretically grounded and comparison-based rather than statistically 

verified. Moreover, although the article compares several international 

governance contexts, it does not claim to provide an exhaustive global 

typology. The selected cases are illustrative and strategically chosen, but not 

comprehensive. These limitations suggest several directions for future 

research. Subsequent studies may operationalize the proposed framework by 

developing indicators that measure the degree of alignment between public 

environmental policy and corporate strategy. They may also examine 

sectoral differences in the responsiveness of firms to regulatory, economic, 

and motivational instruments, or compare how environmental governance 

models function in post-transition and post-conflict economies. 

Despite these limitations, the study has important theoretical and 

practical value. Theoretically, it advances an integrated view of public 

administration and corporate environmental security strategies as elements 

of a single environmental transformation system. Practically, it highlights 

that effective ecological modernization requires coordinated governance 

packages rather than isolated interventions. The discussion therefore 

reinforces the central argument of the article: environmental security 

emerges most effectively where the state does not act solely as a controller 

and business does not act solely as an object of regulation, but where both 

are linked through structured, mutually oriented, and institutionally 

supported transformation processes. 

Overall, the discussion confirms that the environmental transformation 

of business cannot be explained either by public regulation alone or by 

corporate sustainability initiatives alone. It emerges through the interaction 

of state-created institutional conditions and corporate strategic adaptation. 

The study therefore substantiates that public administration plays a 

constitutive role in shaping environmental security by aligning regulation, 

incentives, accountability, and partnership mechanisms within a unified 

governance framework. 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

85 

Conclusions. The study shows that public administration plays a 

decisive role in shaping corporate environmental security strategies. 

Environmental transformation depends not only on corporate willingness to 

adopt sustainable practices, but also on the quality of the institutional 

environment created by the state. When public policy is coherent, 

predictable, and supported by regulatory, economic, and motivational 

instruments, companies are more likely to integrate environmental priorities 

into strategic planning, innovation, and internal governance. 

The analysis identified several key barriers that hinder this process, 

including weak alignment between state environmental priorities and 

business strategies, insufficient incentives for green innovation, fragmented 

regulation, limited financing for green technologies, and disparities in 

environmental standards across countries. These barriers are interconnected 

and therefore require integrated policy responses rather than isolated 

measures. The study also demonstrated that the most effective governance 

systems are those that combine regulation, financial support, and 

reputational incentives. 

A further conclusion is that public administration and corporate 

environmental strategies should be understood as elements of a single 

environmental transformation mechanism. This approach makes it possible 

to move beyond a narrow view of environmental policy as external control 

and instead interpret it as a framework for coordinated state-business 

interaction. In practical terms, this is especially relevant for countries 

undergoing structural transformation and recovery, where ecological 

modernization can be embedded into long-term development policy. 

Overall, the article confirms that environmental security is best 

achieved when the state acts not only as a regulator, but also as a strategic 

coordinator and partner in corporate environmental transformation. 
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Abstract. In the context of growing financial uncertainty, effective 

risk management has become essential for sustaining stability and 

public confidence in the banking sector. Among different types of 

risks, reputational risk is particularly important because it can 

influence customer trust, stakeholder confidence, and the overall 

financial performance of commercial banks. In emerging 

economies such as Indonesia, where the banking sector plays a 

central role in economic development, the assessment and 

management of reputational risk require more comprehensive and 

context-specific analytical approaches. The aim of this study is to 

develop an integrated framework to assess reputational risk in 

Indonesian commercial banks under the regulatory environment 

shaped by Basel II and Basel III. The proposed approach combines 

Bayesian Networks, fuzzy data analysis, and Monte Carlo 

simulation to estimate the probability and potential impact of 

reputation-related losses. To improve data treatment and 

standardization, the study applies the Hamming distance method, 

while an Ordered Weighted Averaging (OWA) operator is used to 

aggregate multiple risk indicators within a hierarchical structure. 

The model incorporates several key financial and operational 

factors, including return on equity, goodwill value, risk asset ratio, 

productive assets, funding ratio, and credit risk exposure. The 

findings suggest that the proposed framework provides a useful 

tool for identifying, measuring, and managing reputational risk in 

commercial banks. The study offers practical implications for bank 

managers and policymakers seeking to strengthen decision-making 

processes and enhance the effectiveness of risk management 

systems in Indonesia’s banking industry. The study confirms the 

usefulness of an integrated Bayesian and fuzzy approach for 

reputational risk assessment in banking. Further research may 

extend this framework by applying it to other countries, comparing 

banking systems, and incorporating additional indicators of 

reputational vulnerability. 
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networks, fuzzy data analysis, Monte Carlo simulation, Indonesia, 
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Introduction. Reputational risk has become a critical concern in the 

banking sector, particularly under conditions of increasing financial 

uncertainty and heightened regulatory scrutiny (Nguyen, 2022a; Phan et al., 

2021; Szczygielski et al., 2022). For commercial banks, reputation represents 

an intangible yet highly valuable asset that directly influences stakeholder 

confidence, customer loyalty, and market positioning (Fan et al., 2024; 

Nguyen, 2022b; Zhang et al., 2012). Any deterioration in a bank’s reputation, 

whether due to operational failures, governance issues, or external shocks, 

can lead to significant financial consequences, including deposit 

withdrawals, reduced access to funding, and declining profitability. In 

emerging economies such as Indonesia, where the banking sector plays a 

central role in economic development, maintaining public trust is especially 

important (Acharya & Ryan, 2016; Board, 2013; Nguyen, 2026). The 

implementation of international regulatory frameworks such as Basel II and 

Basel III has further emphasized the need for comprehensive risk 

management systems, within which reputational risk is increasingly 

recognized as a key component. 

Commercial banks play a fundamental role in the functioning and 

stability of modern economies (Amihud et al., 1983; Raouf & Ahmed, 2020; 

Soedarmono et al., 2011; Tran & Nguyen, 2025a). They act as key financial 

intermediaries by mobilizing savings and allocating capital to productive 

investments, thereby supporting economic growth, business expansion, and 

financial inclusion (Banna et al., 2021; Nguyen, Nguyen, et al., 2025; 

Nguyen et al., 2026; Pal & Bandyopadhyay, 2022). In emerging economies 

such as Indonesia, the banking sector is particularly important as it provides 

the primary source of financing for households and firms, especially small 

and medium-sized enterprises (SMEs) that have limited access to capital 

markets (Hatane et al., 2019; Nguyen & Tran, 2026; Trinugroho et al., 2020). 

In addition, banks contribute to the effectiveness of monetary policy 

transmission and the overall resilience of the financial system (Rokhim & 

Susanto, 2011; Tanjung, 2020; Waluyo, 2017). Given this central role, any 

disruption to banks’ operations or loss of public confidence, particularly due 

to reputational damage, can have far-reaching consequences not only for 

individual institutions but also for financial stability and economic 

development (Battiston et al., 2021; Carbó-Valverde & Sánchez, 2013; 

Nguyen & Dang, 2023). Therefore, understanding and managing 

reputational risk in commercial banks is essential for ensuring sustainable 

growth and maintaining trust in the financial system (Nguyen, 2024). 

Existing literature has explored various dimensions of reputational risk 

in banking, including its determinants, measurement approaches, and impact 

on financial performance. Prior studies highlight that reputational risk is 

often linked to credit risk, operational failures, and governance quality 

(Hassan et al., 2019; Jabbouri et al., 2023; Tran & Nguyen, 2025b), and can 

significantly affect bank stability and stakeholder perceptions. Several 
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quantitative methods have been proposed to assess reputational risk, 

including probabilistic models, simulation techniques, and multi-criteria 

decision-making approaches (Battiston et al., 2021; Chalermchatvichien et 

al., 2014; Fiordelisi & Mare, 2014; Nguyen, 2025b). More recently, scholars 

have incorporated advanced analytical tools such as Bayesian networks and 

fuzzy logic to better capture uncertainty and subjective judgment in risk 

evaluation (Fu & Le Riche, 2021; Nguyen, 2025a; Nguyen, Tran, et al., 

2025). However, much of the existing research focuses on developed 

markets or examines reputational risk in isolation, without integrating 

multiple analytical techniques into a comprehensive framework. Moreover, 

empirical evidence from emerging economies, particularly Indonesia, 

remains limited, despite differences in institutional context, regulatory 

enforcement, and market dynamics. These gaps highlight the need for a more 

integrated and context-specific approach to assessing reputational risk in 

commercial banks. 

Literature Review. Reputational risk has increasingly attracted 

attention in the banking literature due to its significant impact on financial 

stability, stakeholder trust, and long-term performance. Unlike traditional 

financial risks, reputational risk is often intangible and difficult to quantify, 

as it arises from a wide range of sources, including operational failures, 

governance issues, and external shocks(Abbas et al., 2020; Al‐Hadi et al., 

2016; Alderman & Jollineau, 2020). Previous studies emphasize that 

reputational damage can lead to severe consequences such as customer 

withdrawal, loss of market confidence, and deterioration in financial 

performance (Altunbas et al., 2007; Hutton et al., 2009). As a result, banks 

are required to develop comprehensive risk assessment frameworks that 

capture both the probability of adverse events and the magnitude of potential 

losses. 

Existing research highlights the importance of integrating multiple 

dimensions into reputational risk assessment, including threat sources, 

vulnerabilities, and potential impacts. The threat–vulnerability framework 

has been widely applied to identify key risk factors and evaluate how 

weaknesses within banking systems can amplify the consequences of 

adverse events (Almustafa et al., 2023; Teugue et al., 2025). In this context, 

the concept of “violator models” has been introduced to classify actors that 

may trigger risk events, considering their capabilities, motivations, and 

access to resources (Al‐Tamimi & Al‐Mazrooei, 2007; Banna et al., 2021). 

Such approaches allow for a structured analysis of how different sources of 

risk interact with institutional vulnerabilities, leading to varying levels of 

reputational damage. 

However, traditional approaches to reputational risk assessment often 

rely either on qualitative judgment or purely statistical models, each with 

inherent limitations. Qualitative methods, while useful in capturing expert 

knowledge, may lack objectivity and consistency, whereas quantitative 
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models may fail to adequately represent uncertainty and subjective 

perceptions. To address these limitations, recent studies have proposed 

hybrid approaches that combine probabilistic modeling with expert-based 

evaluation. In particular, Bayesian networks have gained prominence as 

effective tools for modeling cause-and-effect relationships under 

uncertainty, integrating empirical data with expert judgment. 

Furthermore, fuzzy set theory has been widely applied to handle 

ambiguity and linguistic uncertainty in risk assessment. By transforming 

qualitative judgments into quantitative measures, fuzzy approaches enable 

more flexible and realistic modeling of complex risk phenomena. The use of 

fuzzy logic is particularly relevant in the context of reputational risk, where 

expert opinions and incomplete information play a crucial role. Studies 

combining Bayesian networks with fuzzy data analysis demonstrate 

improved capability in capturing both probabilistic dependencies and 

subjective evaluations, thereby providing a more comprehensive assessment. 

Despite these advancements, empirical applications of integrated 

Bayesian–fuzzy frameworks in emerging economies remain limited. In the 

context of Indonesia, where banking systems face unique institutional 

challenges and varying levels of regulatory enforcement, there is a need for 

more context-specific models that can effectively capture reputational risk 

dynamics. This study addresses this gap by developing a comprehensive 

approach that combines probabilistic modeling, fuzzy analysis, and 

simulation techniques to evaluate reputational risk in Indonesian commercial 

banks. 

Aims. This study aims to address these gaps by developing a 

comprehensive framework that combines Bayesian networks, fuzzy data 

analysis, and simulation methods to evaluate reputational risk in Indonesian 

commercial banks.  

Methodology. This study adopts an integrated analytical approach to 

assess reputational risk in commercial banks by combining probabilistic 

modeling, fuzzy data analysis, and simulation techniques. The framework is 

designed to capture both the uncertainty and complexity inherent in 

reputational risk, incorporating multiple sources of information, including 

empirical data and expert judgment. Bayesian networks are employed to 

model the causal relationships between risk factors and potential outcomes, 

allowing for the estimation of conditional probabilities and the identification 

of key drivers of reputational risk. This approach enables a structured 

representation of interdependencies among variables and supports scenario-

based analysis. 

In addition, fuzzy data analysis is applied to address the ambiguity and 

subjectivity associated with expert evaluations. Linguistic assessments of 

risk factors are transformed into quantitative measures using fuzzy set 

theory, allowing for more flexible and realistic interpretation of uncertain 

information. The Hamming distance method is used to standardize and 
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compare fuzzy data, while simulation techniques, including Monte Carlo 

methods, are employed to estimate the distribution and magnitude of 

potential losses. By integrating these methods, the proposed framework 

provides a comprehensive and robust tool for assessing reputational risk and 

supporting decision-making in the banking sector. 

Results. Table 1 presents the estimated frequency and expected value 

of losses associated with different sources of reputational risk in Indonesian 

commercial banks. The results indicate that internal operational risks, 

particularly employee-related misconduct, account for the largest share of 

expected losses. Specifically, cash misappropriation and internal fraud 

contribute approximately 38.5% of total loss frequency, with an estimated 

loss value exceeding IDR 310 billion. Similarly, errors in transaction 

processing and discrepancies in fund transfers represent another significant 

risk category, accounting for around 21.7% of total frequency and generating 

losses of approximately IDR 185 billion. These findings suggest that internal 

control weaknesses and operational inefficiencies remain major drivers of 

reputational risk in Indonesian banks. 

 

Table 1. Expected losses resulting from reputational risk events in an 

Indonesian commercial bank 

Type of threats Loss frequency, % 
Expected value of 

losses, IDR million 

1. Obtaining credit using falsified documents 4.782 38,640 

2. Partial or complete loss of credit collateral 8.846 71,420 

3. Violation of loan restructuring procedures 6.214 50,180 

4. Failures in IT systems 9.247 72,360 

5. Cash shortages in ATM operations 3.115 25,140 

6. Miscalculations and shortages in inter-branch fund 

transfers 
21.703 185,270 

7. Cash misappropriation by employees 38.512 310,220 

8. Other reputational risk events 7.581 51,770 

Total 100.000 805,000 

Arithmetic average  100,625 

Mean square deviation  97,840 

Source: compiled by the author based on the results of Bayesian network modeling, fuzzy data analysis, 

and Monte Carlo simulation 

 

In contrast, risks related to external factors, such as IT system failures 

and credit-related irregularities, show moderate frequency but still generate 

substantial financial impact. For example, IT system disruptions account for 

about 9.2% of total incidents, with expected losses reaching IDR 72 billion, 

while issues related to collateral valuation and credit documentation 

contribute nearly 13.6% of total losses. Overall, the total expected loss across 

all risk categories is estimated at approximately IDR 805 billion, with an 

average loss value of IDR 100.6 billion and a relatively high standard 

deviation, indicating significant variability in loss distribution. This suggests 

that while some risk events occur infrequently, they can result in 

disproportionately large financial and reputational consequences. 
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Table 2 reports the assessment of reputational risk levels based on fuzzy 

membership functions and Fishburne weighting coefficients applied to key 

risk factors in Indonesian commercial banks. The results show that asset 

vulnerability and the cost of reputation loss carry the highest weights in 

determining overall reputational risk, with coefficients of 0.405 and 0.295, 

respectively. These factors exhibit strong membership values in the medium 

(M) and high (H) risk categories, indicating that banks’ exposure to 

reputational damage is largely driven by structural weaknesses in asset 

quality and the high economic cost associated with reputation loss. This 

finding highlights the importance of strengthening asset management 

practices and improving transparency to mitigate reputational exposure. 

 

Table 2. Matrix of reputational risk level based on membership 

functions and Fishburne coefficients 
Factor Fishburne scales VL L M H VH 

R. Reputational risk       

S. Value of losses       

B2. Asset vulnerability 0.405 0.00 0.18 0.62 0.20 0.00 

A2. Cost of reputational asset 0.295 0.00 0.24 0.58 0.18 0.00 

n. Frequency of losses       

B1. Threat capacity 0.150 0.62 0.26 0.12 0.00 0.00 

A1. Frequency of threat impact 0.150 0.55 0.30 0.15 0.00 0.00 

Source: compiled by the author based on fuzzy membership functions, Fishburne weighting coefficients, 

and the study’s analytical calculations 

 

On the other hand, operational indicators such as frequency of risk 

events and threat impact display lower weights, each accounting for less than 

0.150 of the total importance. Although these factors are associated with 

relatively high occurrence probabilities, their contribution to overall 

reputational risk remains moderate due to their lower severity compared to 

structural factors. As a result, the aggregated reputational risk level for 

Indonesian banks is classified within the medium range, reflecting a balance 

between frequent but lower-impact operational risks and less frequent but 

more severe structural risks. This suggests that effective risk management 

strategies should focus not only on reducing the frequency of operational 

incidents but also on addressing underlying vulnerabilities that amplify the 

consequences of reputational damage. 

Discussion. The findings of this study provide several important 

insights into the nature and drivers of reputational risk in Indonesian 

commercial banks. First, the dominance of internal operational risks, 

particularly employee misconduct and fund transfer discrepancies, confirms 

that reputational damage is largely endogenous to bank operations rather 

than purely driven by external shocks. This aligns with the view that 

reputational risk is closely linked to governance quality and internal control 

effectiveness. The high contribution of cash misappropriation and internal 

fraud to both loss frequency and expected loss value suggests that 
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weaknesses in monitoring systems, compliance enforcement, and ethical 

standards remain critical vulnerabilities. In addition, the relatively high 

expected losses associated with IT system failures indicate that technological 

infrastructure, while often considered an external or technical issue, plays a 

strategic role in shaping stakeholder trust. Therefore, improving internal 

audit mechanisms, strengthening risk culture, and investing in robust digital 

systems are essential for mitigating reputational exposure. 

Second, the results from the fuzzy-based assessment highlight that 

structural factors, particularly asset vulnerability and the cost of reputational 

loss, have a more substantial impact on overall reputational risk than 

operational frequency indicators. This finding suggests that not all risks 

contribute equally, and that low-frequency but high-impact events can 

disproportionately shape the risk profile of banks. The classification of 

overall reputational risk at a medium level reflects a balance between 

frequent operational issues and less frequent but severe structural 

weaknesses. From a managerial and policy perspective, this implies that risk 

management strategies should move beyond reactive approaches focused on 

incident reduction and instead adopt a more proactive and integrated 

framework that addresses underlying asset quality, transparency, and risk 

disclosure practices. In the context of Basel II and Basel III, such an approach 

is consistent with the emphasis on comprehensive risk governance and 

forward-looking risk assessment, thereby enhancing the resilience and 

credibility of the banking sector. 

Conclusion. This study develops an integrated framework to assess 

reputational risk in commercial banks, with empirical application to the 

Indonesian banking context. By combining probabilistic modeling, fuzzy 

data analysis, and simulation techniques, the study provides a comprehensive 

approach to capturing both the uncertainty and complexity inherent in 

reputational risk. The findings reveal that reputational risk is not driven 

solely by the frequency of adverse events, but more importantly by the 

severity of losses and underlying structural vulnerabilities, particularly those 

related to asset quality and the cost of reputational damage. 

The empirical results further demonstrate that internal operational risks, 

such as employee-related misconduct and transaction processing errors, 

contribute significantly to expected losses. However, the overall level of 

reputational risk is largely shaped by deeper structural factors, including 

asset vulnerability and institutional weaknesses. The analysis also shows that 

while some risk events occur frequently, their impact may be relatively 

limited, whereas less frequent events can generate substantial financial and 

reputational consequences. This highlights the need for banks to adopt a 

balanced risk management approach that addresses both operational 

efficiency and structural resilience. 

From a practical perspective, the proposed framework offers useful 

implications for bank managers and policymakers in Indonesia. It provides 
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a systematic tool for identifying, measuring, and prioritizing reputational 

risks, thereby supporting more informed decision-making in risk 

management processes. Policymakers should focus on strengthening 

regulatory oversight and promoting transparency, while banks should 

enhance internal controls, invest in risk monitoring systems, and incorporate 

both quantitative and qualitative assessments into their risk management 

strategies. Future research may extend this study by incorporating 

longitudinal data, exploring cross-country comparisons, or integrating 

additional factors such as digital transformation and corporate governance to 

further improve the assessment of reputational risk in the banking sector. 
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Abstract. In contemporary institutional and corporate 

environments, green and digital transformation are increasingly 

addressed as interconnected rather than separate processes. This 

twin transition reflects a strategic effort to align technological 

development with environmental sustainability and to integrate 

digital infrastructure with low-carbon and circular economy 

objectives. The growing importance of this process is associated 

with the need to improve eco-efficiency, productivity, operational 

flexibility, and long-term competitiveness. This study aims to 

provide an in-depth perspective on the multidimensional 

determinants of green and digital transformation by systematically 

evaluating the strategic and institutional precursors of the twin 

transition. It specifically seeks to identify the organizational, 

managerial, cultural, and technological conditions that enable 

institutions to align digital strategies with environmental goals and 

generate sustainable outcomes. The study adopts a conceptual and 

evaluative research design based on a systematic analysis of the 

current literature and empirical findings related to green 

transformation, digital transformation, and the twin transition. The 

analysis is interpretive and integrative, focusing on such 

determinants as digital leadership, organizational capability, 

strategic agility, corporate culture, employee well-being, 

technological synergy, and governance mechanisms. The findings 

indicate that the twin transition should be understood as an 

integrated ecosystem. Strategic convergence between 

digitalization and green management improves eco-efficiency, 

total factor productivity, and operational performance while 

supporting carbon reduction and circular economy practices. The 

results also show that digital leadership, organizational capability, 

and corporate culture constitute the three core pillars of successful 

transformation. In contrast, managerial myopia, weak institutional 

readiness, and unbalanced digitalization may limit the 

environmental effectiveness of digital investments. Successful twin 

transition requires strategic alignment, visionary leadership, 

institutional flexibility, human-centered management, and 

governance consistency. Digital transformation generates 

sustainable value only when it is embedded in environmental goals 

and supported by a coherent organizational system. Future studies 

may expand the empirical basis of twin transition by testing this 

framework across sectors and countries, as well as by examining 

the long-term effects of digital governance, workforce adaptation, 

and green innovation performance. 

Keywords: twin transition, digital transformation, green 

transformation, sustainability, digital leadership, organizational 

capability, strategic agility, corporate culture, green innovation, 

technological synergy, environmental governance, circular 

economy. 
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Introduction. Today, both public and private sector organizations are 

undergoing a strategic process, referred to in the literature as the twin 

transition, in which environmental sustainability goals and digital 

development are pursued simultaneously. This process creates a complex 

ecosystem in which digitalization functions as a fundamental catalyst for 

green innovation. The main objective of the twin transition is to use the 

technological opportunities provided by digitalization as a strategic lever for 

achieving green goals and integrating a decarbonized, sustainable future with 

technological infrastructure (Çetinkaya, 2025). Across many fields, ranging 

from forest management to high-technology manufacturing, the synergy 

between green and digital strategies has become a key determinant of 

corporate performance and competitive advantage. 

Digital transformation stands at the forefront of the factors shaping this 

evolution. It is not merely a process of improving technical specifications, 

but rather a comprehensive restructuring of organizations’ strategic, 

organizational, and operational frameworks through technologies such as 

artificial intelligence, the Internet of Things, blockchain, and big data (Del 

Vecchio et al., 2025; Koca, 2025). At the same time, green transformation 

reflects a global consensus that places environmental sustainability at the 

core of corporate identity, with the aim of reducing carbon intensity and 

transitioning to a circular economy model (Ma & Tao, 2023). Today, 

reducing the corporate carbon footprint and developing low-carbon 

innovations represent a concrete commitment for businesses rather than a 

symbolic strategy (Zhao et al., 2026). 

Strategic leadership and managerial capacity are of central importance 

to the success of the twin transition. The vision of top management directly 

shapes employees’ sustainability-oriented behavior by fostering a green 

organizational climate that encourages innovation within the organization 

(Khan et al., 2025). While leaders with strong managerial abilities can 

identify market opportunities and formulate long-term strategies, a short-

term perspective, described as managerial myopia, is considered one of the 

most significant obstacles to the carbon-reduction potential of digitalization 

(Ma & Tao, 2023). 

For technological investments to generate tangible green outcomes, 

organizations must exceed a certain threshold of organizational capability 

(Yang et al., 2026). In this regard, strategic agility has both a direct and a 

moderating effect in transforming artificial intelligence and digital 

competencies into green entrepreneurship potential (Ashergawi et al., 2026; 

Satar et al., 2025). In addition, the flexible management of organizational 

slack, when combined with digitalization, enhances resource efficiency and 

innovation quality (Liu et al., 2025). 

The human dimension of transformation and corporate culture are 

equally indispensable to the sustainability of this process. Digital 

transformation practices accelerate the adoption of green innovation by 
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improving employees’ psychological well-being, especially when supported 

by a strong risk management culture (Huang et al., 2026). At the sectoral 

level, there is a strong link between green management and employee 

satisfaction, and between digitalization and operational efficiency. However, 

the success of these processes depends on their internalization within the 

corporate culture (Liaskopoulou et al., 2025). 

In summary, green and digital transformation constitute an integrated 

ecosystem that cannot be managed independently. For a successful twin 

transition, it is not enough for organizations to modernize their technical 

infrastructure alone. They must also align digital strategies with 

environmental goals, adopt a human-centered leadership approach, and 

strengthen organizational resilience. This study aims to provide an in-depth 

perspective for institutions by examining these multidimensional 

determinants within a systematic framework. 

Literature Review. In the contemporary world, digital transformation 

is not simply a process of upgrading technical specifications. Rather, it 

represents a fundamental restructuring of organizations’ strategic, 

organizational, and operational frameworks through digital technologies 

(Del Vecchio et al., 2025; Koca, 2025). This broad transformation emerges 

through the application of tools such as artificial intelligence, the Internet of 

Things, blockchain, big data, and cloud computing across all spheres of life, 

from industry and education to health and transportation (Chilicaus et al., 

2025; Koca, 2025). In addition to increasing information transparency, 

digitalization provides organizations with operational flexibility and 

adaptability, enabling businesses to make more sustainable and data-driven 

decisions (Zhao et al., 2026). 

This transformation also acts as a critical catalyst that shapes corporate 

credibility and determines the effectiveness of green innovation outcomes 

(Yang & Luo, 2025). Through data-driven decision-making mechanisms, 

resource optimization and the reduction of cost stickiness create a substantial 

advantage for businesses (Chen et al., 2025). This development requires the 

replacement of traditional methods with more efficient, technology-based 

models (Koca, 2025). 

At the sectoral level, smart applications in logistics, often described as 

Logistics 4.0, offer practical solutions to operational challenges by enabling 

global collaboration (Can Sağlam, 2024). Similarly, the finance sector is 

among the areas adapting most rapidly to next-generation technologies 

through investments in big data and artificial intelligence (Taşseven & 

Cankat, 2023). In public administration, the concept of smart cities has 

emerged as a strategic approach aimed at improving resource efficiency and 

quality of life through digital solutions (İkiel & Güler, 2022). However, this 

rapid progress also requires careful consideration of new environmental 

challenges, such as increased energy consumption resulting from 

digitalization and the integration of cyber-physical systems (Yeşilyaprak & 
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Akıncı, 2025). 

Green transformation reflects a global consensus that places 

environmental sustainability at the center of corporate identity and seeks to 

reduce carbon intensity while facilitating the transition to a circular economy 

model (Ma & Tao, 2023). This strategic process is closely aligned with the 

United Nations Sustainable Development Goals, particularly those related to 

sustainable industrialization, responsible consumption and production, and 

climate action (Saiyed et al., 2025). 

Today, reducing the corporate carbon footprint and developing low-

carbon innovations have become tangible obligations for businesses rather 

than symbolic public relations efforts (Zhao et al., 2026). In this context, 

green innovation capabilities function as a strategic bridge that enables 

businesses to achieve sustainable competitive advantage (Saiyed et al., 

2025). 

Green transformation encompasses radical changes aimed first at 

reducing, and then ultimately eliminating, harm to nature while ensuring the 

sustainable use of natural resources (Koca, 2025). As the effects of climate 

change become increasingly visible, the industrial sector faces growing 

pressure to increase resource efficiency and reduce emissions (Mete, 2025). 

As a result, green manufacturing has become a central discipline at the 

intersection of sustainability and technological innovation, while circular 

economy and clean production models have gained prominence as the main 

tools of industrial transformation (Yılmaz Gezgin & Balcıoğlu, 2025). 

In the marketing dimension, green marketing strategies have reached 

broader audiences through digital opportunities, stimulated by growing 

consumer interest in environmentally friendly products (Şen, 2025). 

However, the use of sustainability narratives as a superficial marketing 

instrument creates the risk of greenwashing and inconsistency between 

rhetoric and practice (Erdoğan & Erdoğan, 2025). This is especially relevant 

for digital natives, who closely monitor the social responsibility activities of 

organizations through digital platforms and often demonstrate high 

sensitivity to greenwashing practices (Erdoğan & Erdoğan, 2025; Yazar, 

2026). 

Twin transition is defined as an emerging interdisciplinary paradigm in 

which digital and green transformation processes support one another and 

advance simultaneously (Del Vecchio et al., 2025; Koca, 2025). As the 

potential of digital technologies to solve environmental problems became 

increasingly apparent, this approach evolved into a central theme of global 

sustainability reports and, in particular, European industrial strategies over 

the last decade (Secundo et al., 2024). The primary aim of the twin transition 

is to use the opportunities created by digitalization as a strategic instrument 

for achieving green objectives and integrating a decarbonized, sustainable 

future with technological infrastructure (Çetinkaya, 2025). 

At the macroeconomic level, this process represents a development 
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model supported by green taxation policies and international cooperation 

(Çayırağası & Okkıran, 2021). In this respect, Türkiye’s 2053 Net Zero 

Emission vision offers a comprehensive strategic roadmap at the intersection 

of green and digital transformation (Koca, 2025). At the sectoral level, 

empirical studies have shown that digital transformation directly affects 

green production, especially in manufacturing firms, and that this integration 

has a positive multiplier effect on environmental performance (Yıldız & 

Kaya, 2025). In addition, this shift profoundly affects the labor market by 

creating new occupations that require both green skills and digital 

competencies, thereby compelling vocational education systems and 

vocational schools to adapt to this dual structure (Kete, 2025). 

Twin transition is an ecosystem that operates through a set of 

fundamental mechanisms, including productivity growth, reduction of 

resource consumption, support for the circular economy, and innovation 

momentum (Florek-Paszkowska & Ujwary-Gil, 2025). In this process, 

digital leadership emerges as the most critical factor shaping employees’ 

sustainability-oriented motivation by fostering a green organizational 

climate within the institution (Khan et al., 2025). The success of 

transformation depends not only on technological investments but also on 

the alignment of strategic agility, organizational capability, and corporate 

culture (Ashergawi et al., 2026; Liaskopoulou et al., 2025). For technological 

infrastructure to produce measurable environmental benefits, institutions 

must exceed a certain threshold of organizational capability (Yang et al., 

2026). 

The literature identifies four main categories of organizational and 

strategic determinants shaping the twin transition. 

First, strategic leadership and management capacity play a decisive 

role. Digital leadership directly influences sustainability actions by 

encouraging innovative behavior (Khan et al., 2025). Managerial ability 

allows leaders to identify market opportunities and formulate long-term 

strategies, while internal control mechanisms strengthen green innovation 

performance (Xu & Tao, 2023). Conversely, managerial myopia hinders the 

carbon-reduction potential of digitalization, and CEOs’ career concerns may 

slow the conversion of digital investments into strategic green mergers and 

acquisitions (Ma & Tao, 2023; Zhao et al., 2026). 

Second, organizational capabilities, agility, and capacity determine 

whether technology can be converted into green output. Strategic agility 

moderates the relationship between digital competencies and green 

entrepreneurship potential (Satar et al., 2025; Ashergawi et al., 2026). Slack 

resource management, when combined with digitalization, improves both 

resource efficiency and innovation quality (Liu et al., 2025). 

Third, organizational culture, employee well-being, and human 

resources are essential for the sustainability of transformation. Digital 

transformation enhances employee well-being, which in turn supports the 
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adoption of green innovation, especially when risk management culture is 

strong (Huang et al., 2026). Electronic human resource management systems 

also promote sustainable performance through the development of a green 

digital culture (Kisahwan et al., 2025). At the same time, the successful 

integration of green management and digitalization depends on the extent to 

which these principles are internalized within the corporate culture 

(Liaskopoulou et al., 2025). 

Fourth, technological synergy and governance mechanisms determine 

whether the twin transition produces credible and sustainable outcomes. 

Artificial intelligence, IoT, cloud computing, and blockchain are key tools 

supporting the transition to a circular economy (He et al., 2025; Chilicaus et 

al., 2025; Díaz-Martínez et al., 2026). Digital-green synergy increases total 

factor productivity by reducing cost stickiness and optimizing resource 

allocation (Chen et al., 2025). Moreover, the alignment between 

organizations’ digitalization disclosures and their actual behavior 

strengthens corporate credibility and the quality of green innovation (Yang 

& Luo, 2025). External pressures, such as environmental regulations, also 

improve innovation outcomes by compelling businesses to align internal 

strategic and technological mechanisms with sustainability goals (Hu & Na-

Nan, 2026). 

Overall, the literature suggests that the twin transition is not merely an 

investment in advanced technologies. Rather, it is a process of using smart 

technologies as instruments for environmental protection and efficiency 

enhancement. Its success depends on visionary leadership, human-centered 

strategies, and the organizational flexibility required to transform 

technological innovation into tangible environmental benefits (Florek-

Paszkowska & Ujwary-Gil, 2025; Khan et al., 2025; Liaskopoulou et al., 

2025). 

Aims. This study aims to provide an in-depth perspective on the 

multidimensional determinants of green and digital transformation by 

systematically evaluating the strategic and institutional precursors of the 

twin transition. More specifically, the study seeks to identify the 

organizational, managerial, cultural, and technological conditions that 

enable institutions to align digital strategies with environmental goals and to 

generate sustainable outcomes from this integration. 

Methodology. This study adopts a conceptual and evaluative research 

design based on a systematic analysis of the current literature and empirical 

findings related to green transformation, digital transformation, and the twin 

transition. The analysis proceeds through the examination of strategic and 

institutional determinants identified in prior studies, including digital 

leadership, organizational capability, strategic agility, corporate culture, 

employee well-being, technological synergy, and governance mechanisms. 

The methodological logic of the study is interpretive and integrative. 

Rather than testing a single empirical hypothesis, the study synthesizes 
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existing research findings in order to construct a multidimensional 

framework for understanding the organizational conditions under which twin 

transition can be successfully achieved. Thus, the article relies on literature-

based comparative reasoning and conceptual synthesis to identify the main 

precursors of sustainable green and digital transformation. 

Results. The literature and empirical findings examined within the 

scope of this study indicate that the twin transition consists of processes that 

are not independent of one another. On the contrary, they must be managed 

as an integrated ecosystem. The findings show that the strategic convergence 

of digitalization and green management practices leads to significant 

improvements in eco-efficiency, total factor productivity, and operational 

performance. Digital tools have been found to reduce carbon emission 

intensity and facilitate the transition to a circular economy model. 

The success of digital transformation rests on three core pillars: digital 

leadership, organizational capability, and corporate culture. Digital 

leadership acts as the primary source of motivation that stimulates innovative 

employee behavior by creating a green climate within the organization. 

However, managerial myopia, defined as the tendency of managers to focus 

on short-term goals, remains one of the strongest barriers limiting the 

environmental potential of digitalization. 

From an organizational perspective, technological investments can 

produce tangible green outcomes only when institutions exceed a certain 

threshold of organizational capability and demonstrate strategic agility. In 

addition, the alignment between businesses’ digitalization declarations and 

their actual actions emerges as a critical governance mechanism determining 

corporate credibility and the quality of innovation. Finally, the risk that 

excessive digitalization may generate organizational inertia, thereby 

producing an inverted U-shaped effect on performance, underscores the 

importance of balancing the process carefully. 

Table 1 demonstrates that the twin transition is determined not by a 

single technological factor but by the interaction of leadership, 

organizational capacity, corporate culture, governance, and technological 

synergy. The table confirms that digital and green transformation achieve the 

greatest effect when they are strategically aligned and institutionally 

supported. It also shows that employee well-being and balanced 

digitalization are essential conditions for the long-term sustainability of 

transformation. Therefore, successful twin transition depends on the ability 

of organizations to integrate managerial, human, technological, and 

environmental dimensions into one coherent system. 
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Table 1. Main strategic and institutional determinants of the twin 

transition 

Determinant Main content 
Expected contribution to twin 

transition 

Digital leadership 

Visionary leadership, green 

organizational climate, long-term 

orientation 

Encourages innovation and 

sustainability-oriented employee 

behavior 

Management capacity 

Strategic decision-making, internal 

control, avoidance of managerial 

myopia 

Improves green innovation 

performance and long-term 

effectiveness 

Organizational 

capability 

Institutional readiness, technological 

threshold, adaptive structures 

Converts technological investments 

into measurable green outcomes 

Strategic agility 
Flexible response to change, rapid 

adaptation 

Strengthens the transformation of 

digital capability into green value 

Corporate culture 
Internalization of green and digital 

values 

Supports long-term sustainability 

of transformation 

Employee well-being 
Psychological well-being, job 

satisfaction, green HR systems 

Facilitates acceptance and 

implementation of green 

innovation 

Technological synergy 
AI, IoT, blockchain, cloud 

computing, big data 

Optimizes resources and supports 

circular economy practices 

Governance alignment 
Consistency between declarations 

and actions 

Enhances credibility and 

innovation quality 

Balanced digitalization 
Awareness of productivity limits and 

environmental costs 

Prevents organizational inertia and 

unintended negative effects 

Source: systematized by the authors 

 

Discussion. The results confirm that the twin transition cannot be 

understood as a simple combination of digital modernization and 

environmental responsibility. Rather, it should be conceptualized as a 

strategic and institutional ecosystem in which technology, governance, 

leadership, and corporate culture interact dynamically. This interpretation is 

consistent with the broader literature, which emphasizes the interdependence 

of digital transformation and green innovation in shaping contemporary 

organizational competitiveness. 

The findings further suggest that digitalization alone does not guarantee 

sustainable outcomes. Its environmental value depends on the quality of 

leadership, the presence of a long-term strategic perspective, and the 

existence of adequate organizational capability. In this respect, managerial 

myopia appears as one of the most important barriers to successful 

transformation, since it diverts attention from long-term ecological and 

innovation-oriented benefits toward short-term profitability. 

Another important issue emerging from the analysis is the role of 

corporate culture and employee well-being. The sustainability of the twin 

transition depends on whether digital and green priorities are internalized 

within the organization. This means that transformation must be human-

centered as much as it is technology-driven. Digital systems become 

effective only when employees perceive them as part of a meaningful 

organizational mission supported by trust, well-being, and shared values. 

The governance dimension is also central. The alignment between what 
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organizations declare in relation to sustainability and digitalization and what 

they actually do determines not only credibility but also the real quality of 

innovation. This is especially important in the context of increasing public 

sensitivity to greenwashing and superficial sustainability rhetoric. 

Finally, the results highlight the need for balance. Although 

digitalization generally supports efficiency and environmental performance, 

excessive digitalization or poorly governed technological expansion may 

generate new risks, including energy consumption, electronic waste, or 

productivity losses. Therefore, the twin transition should be managed 

through a flexible, balanced, and institutionally embedded strategy. 

Conclusions. The literature and empirical findings considered in this 

study demonstrate that the twin transition consists of interconnected 

processes that must be managed as an integrated ecosystem. The strategic 

convergence of digitalization and green management produces significant 

improvements in eco-efficiency, total factor productivity, and operational 

performance. Digital tools reduce carbon emission intensity and facilitate the 

transition toward a circular economy model. 

The success of the twin transition rests on three central pillars: digital 

leadership, organizational capability, and corporate culture. Digital 

leadership motivates innovative employee behavior by creating a green 

organizational climate. However, managerial myopia remains a major 

obstacle because it limits the environmental potential of digitalization by 

prioritizing short-term objectives. 

From an organizational perspective, technological investments can 

generate tangible green outcomes only when institutions possess sufficient 

organizational capability and strategic agility. At the same time, the 

alignment between organizations’ declarations and actual behavior functions 

as a vital governance mechanism that shapes corporate credibility and 

innovation quality. The risk that excessive digitalization may lead to 

organizational inertia also shows that the process must be governed carefully 

and in balance. 

The strategic steps recommended for institutions and policymakers 

involved in the twin transformation process go beyond simple technological 

modernization and require comprehensive organizational and managerial 

restructuring. 

First, businesses should design digital strategies in full alignment with 

environmental sustainability goals. Digital tools such as artificial 

intelligence and big data should directly support green innovation, carbon 

footprint reduction, and sustainable production methods. 

Second, leadership development should be strengthened through 

training programs that improve digital leadership and green management 

competencies. The support of top management is a decisive factor in building 

a digital culture and a green mission within the organization. 

Third, before investing in advanced technologies such as artificial 
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intelligence, IoT, and robotics, institutions should build the organizational 

capacity necessary to convert these tools into green outcomes. This includes 

strengthening strategic agility, technological readiness, and workforce 

competencies, especially green skills and digital competencies. 

Fourth, a human-centered transformation approach should be adopted. 

Employee psychological well-being and job satisfaction should be taken into 

account throughout the digitalization process. A strong green digital culture, 

supported by electronic human resource systems and effective risk 

management awareness, should be disseminated across the organization. 

Fifth, according to the principles of transparency and good governance, 

organizations should support their sustainability and digitalization 

declarations with concrete, measurable actions. In an era of heightened 

awareness of greenwashing, the alignment between discourse and practice 

should become a standard of corporate credibility. 

Finally, it should be recognized that digitalization does not always 

generate linear increases in efficiency. It can also create new environmental 

risks, such as increased energy consumption and electronic waste. Therefore, 

the transformation process should be periodically evaluated and managed 

through a flexible strategic framework that takes ecological costs into 

account. 
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Abstract. Legal convergence has become one of the most influential 

instruments of legal globalization, especially in the sphere of 

procedural law, which directly determines the quality of judicial 

protection and the practical implementation of the right to a fair trial. 

For Ukraine, the modernization of procedural law is closely linked to 

European integration, the reception of supranational justice 

standards, and the adaptation of national judicial mechanisms to 

contemporary social, technological, and institutional challenges. 

Against this background, the article examines procedural law not as a 

static body of rules, but as a dynamic legal system shaped by the 

interaction of national traditions and transnational legal influences. 

The study aims to identify the main vector of improvement of 

procedural law in Ukraine under the influence of legal convergence 

as a method of legal globalization. The research is based on a 

combination of dialectical, historical-legal, systemic, comparative-

legal, hermeneutic, critical-legal, modeling, forecasting, and 

synergistic methods. This methodological framework made it possible 

to examine the evolution of procedural law, compare national and 

supranational regulators, interpret doctrinal and normative sources, 

and formulate proposals for further innovation in procedural 

legislation. The study demonstrates that the development of 

procedural law in Ukraine is increasingly determined by Article 6 of 

the European Convention on Human Rights, the case law of the 

ECtHR, and the rule of law as a mega-principle. The key areas of 

innovation include expanded access to justice, recognition of legal 

doctrine and case law as influential sources of procedural law, 

contractualization of procedural legal relations, differentiation of 

judicial procedures, digitalization of court proceedings through e-

justice, optimization of procedural forms, and broader use of 

alternative dispute resolution mechanisms. Together, these trends 

reflect the transition of Ukrainian procedural law toward a more 

flexible, human-centered, and functionally efficient model of justice. 

Legal convergence acts as a transformative factor in the innovation of 

Ukrainian procedural law. It promotes harmonization with European 

legal standards while preserving the national doctrinal and 

institutional foundations of the legal system. Further studies should 

focus on the limits of judicial lawmaking, the practical implementation 

of digital justice, the effectiveness of procedural agreements, and the 

balance between procedural pluralism and legal certainty in the 

context of continued judicial reform in Ukraine. 

Keywords: legal convergence, procedural law, administration of 

justice, access to justice, rule of law, fair trial, case law, legal 

doctrine, contractualization, differentiation of judicial procedures, e-

justice, procedural pluralism. 

JEL Classification: K40, K41, K49 

Formulas: 0; fig.: 0; tabl.: 1; bibl.: 25 

https://orcid.org/0000-0003-3226-6981
https://doi.org/10.36690/2674-5216-2026-1-109-124
https://doi.org/10.36690/2674-5216-2026-1-109-124
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by-nc/4.0/deed.en_GB
https://creativecommons.org/licenses/by/4.0/


Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

110 

Introduction. The formation of the modern state of Ukraine means, on 

the one hand, a decrease in the share of old norms and traditions in its 

functioning and, on the other hand, an increase in the share of the latest 

legislation and new standards based on the best international practices, which 

lay down basic guidelines for intensive international cooperation, removal 

of barriers, integration, and openness of the national legal system. 

One of the ways of this orientation is the legal convergence of 

procedural law, which aims at forming a “global procedural law” through the 

integration of generally recognized and time-tested procedural rules and 

internationally recognized institutions into the national legal field of a 

particular state, which leads to the convergence of different legal systems 

and models of legal regulation of social relations and is characterized by 

cross-border ties (Vasyliev, 2024). 

The processes of convergence in the field of procedural law of Ukraine 

contribute to the creation of a homogeneous legal environment that does not 

require the state to completely mirror all existing rules and regulations in the 

relevant field in other legal systems but allows for the use of high-profile 

approaches based on the combination of rules of several legal systems, the 

use of rules of a separate legal system, as well as the introduction of rules 

that are new to our country. 

Against this background, it is worth noting the peculiarity of promoting 

integration processes in national law. Thus, if initially in the first years of 

independence, the integration of national legislation was more like a 

mechanism of “individual adjustment” of the national legal system, current 

legislation and law enforcement to the general requirements of convergence 

and transnational cooperation, since 1995, when Ukraine joined the Council 

of Europe, supranational institutions have become the driving force of 

integration. The Convention for the Protection of Human Rights and 

Fundamental Freedoms (hereinafter - the Convention), developed by the 

Council of Europe, which became the basis of the European system of 

rapprochement of states through the protection of human rights, can be 

considered a model of a mechanism for harmonizing modern legal systems. 

A special place in the process of legal convergence is occupied by the 

issues of improving the national judiciary, among which the problems of its 

procedural component should be highlighted, namely, the innovation of 

procedural law in terms of procedural guarantees, expansion of the scope of 

legal regulation, contractualization of procedural legal relations, 

differentiation of judicial procedures, optimization and digitalization of 

justice, which have become the quintessence of a new modern level of 

judicial proceedings in Ukraine, which continues to intensify. 

Literature Review. The theory of convergence is of interest to 

researchers in various fields of science. Traditionally, convergence issues 

have been the subject of research by scholars specializing in politics, 

economics, and sociology. In contemporary legal science, convergence 
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issues at the level of general theoretical research are considered 

fragmentarily, only in connection with the study of related legal phenomena. 

For example, N. M. Onishchenko (2009), without using the term 

“convergence,” writes about the “mechanism of interaction between national 

legal systems,” which is a new category in scientific discourse, unexplored 

in the field of domestic legal science and not covered in legal literature, and 

therefore requires further study of its many components and elements. The 

scholar discusses such methods and ways of interaction between national 

legal systems as the implementation of measures to resolve legal differences, 

the formation of uniform legal rules in those areas that differ the most, etc. 

M. I. Kozubra (2016) notes that convergence theory is a useful tool for 

analyzing the process by which two different countries adopt similar 

positions on strategic principles and goals. 

In procedural law, convergence issues have also been studied, but only 

sporadically and, as a rule, only in relation to specific legal institutions: 

judicial precedent, principles of judicial proceedings, reconciliation of 

disputing parties, and types of procedural proceedings. No comprehensive 

studies have been conducted on this topic. 

A separate area of research into convergence processes was the 

scientific analysis of both the formation of EU law in general and specific 

areas of law in particular. For example, in the field of civil procedure, the 

works of Fiorini A. (2008) and Nekrosius V. (2021) deserve attention. Thus, 

Fiorini A., having studied the history of the development of EU civil 

proceedings, justifies its development based on a consistent change in two 

phases: international and community cooperation in civil matters. The author 

sees the main difference between them in the procedure for adopting new 

procedural rules, i.e., in the convergence mechanism used. 

As we can see, convergence theories have been known for a long period 

and are one of the ways to solve the problems of globalization on a global 

scale. The theory of legal convergence, which has significant positive 

potential in the process of globalization of the modern world, requires further 

scientific research to highlight all the necessary theoretical and practical 

aspects of this theory. Legal convergence in the field of procedural law 

should become a special subject of research, given the particular importance 

of this area of law, which ensures the realization of the human right to 

judicial protection. 

Aims. The aim of the study is to examine the vector of improvement of 

procedural law in Ukraine under the influence of legal convergence as a 

method of legal globalization. 

Methodology. In order to obtain the most reliable scientific results, the 

author used a system of principles and approaches based on philosophical, 

worldview, general scientific, and special methods selected with regard to 

the purpose and objectives of the study. The dialectical method was used at 

all stages of the research to reveal the essence of the phenomenon of 
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globalization and identify the directions of development of types of judicial 

proceedings and sources of procedural law in the context of globalization. 

The application of the historical and legal method made it possible to study 

the formation and development of theoretical and legal approaches to the 

legal convergence of procedural law. The method of systematic analysis was 

used to study judicial proceedings as an independent system. The 

comparative legal (comparative) method made it possible to identify trends 

in the formation of modern types of judicial proceedings, analyze the 

diversity of sources (forms) of procedural law in different legal systems, and 

characterize the features of the application of national and supranational 

legal regulators in the context of globalization. The study of individual norms 

and institutions of procedural law, both in theory and in practice, was carried 

out using the critical legal method. The hermeneutic method was used to 

study and interpret normative and scientific material of a judicial and 

procedural nature related to the subject of the study. Using modeling and 

forecasting methods, proposals were developed for introducing innovations 

into procedural law theory and amending national procedural legislation, as 

well as recommendations for its application. The use of the synergistic 

method made it possible to study the development of legal globalization 

processes with regard to individual norms and institutions of procedural law. 

Results. It is safe to say that international standards on the 

administration of justice, which are enshrined in Article 6 of the Convention 

and the case law of the ECHR, have determined the vector of development 

of both the convergence process and the reform of the procedural law of 

Ukraine as a whole. At the same time, in our opinion, the rule of law as a 

megaprinciple, a benchmark for the priority of human rights and freedoms, 

and a method of action should be placed at the top of the supranational 

standards of administration of justice. Especially since this principle 

systematically enriches its meaning with “new permanent features and 

conditions of compliance” in the course of resolving specific cases. 

The scientific literature rightly notes that in the non-state space, it is the 

principle of the rule of law that acts as a concept designed to balance the 

existing systems of normativity, to prevent the subordination of the entire 

existing body of law to a single dominant source of law (Palombella, 2010). 

A component of the rule of law principle should be considered the right 

to a trial, which follows from Article 6(1) of the ECHR, according to which 

everyone is entitled to a fair and public hearing within a reasonable time by 

an independent and impartial tribunal established by law, which will decide 

a dispute concerning his rights and obligations of a civil nature. In other 

words, the principle of the right to a court provides for the minimum 

guarantees that states must provide at the level of national legislation to 

ensure the effective administration of justice to protect the rights and 

freedoms of man and citizen. The right to a trial, in turn, has an independent 

structure that includes such elements as access to court, fairness of the trial, 
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independence and impartiality of the court, publicity of the trial, reasonable 

time for trial, etc. 

For example, a reasonable time for trial as an imperative of the right to 

a trial is one of the most defined in terms of application of the ECHR and 

compliance with its provisions in the practice of judicial proceedings. 

Reasonable time limits can be defined as optimal and predictable time limits 

that are objectively necessary for a fair trial, which are assessed in each case 

taking into account the circumstances of a particular case and based on the 

criteria developed in the ECHR case law, namely: the complexity of the case, 

the importance of the issue under consideration for the applicant, the 

behavior of the applicant and the state authorities (Tsuvina, 2015). 

An important institutional element of international guarantees in the 

field of procedural law is the prohibition of legislative interference in the 

administration of justice (the right to an independent and impartial court). 

The analysis of the scientific legal literature shows that some authors 

are trying to expand the construction of the basic principles of procedural 

law through integration (convergence) processes, proposing to enshrine the 

following new independent requirements of court proceedings: effectiveness 

of judicial defense, procedural economy, concentration, judicial 

management of the process, the right to be heard, procedural formalism and 

some others. Our position is that there are no grounds for distinguishing these 

principles of procedural law as independent since they (a) do not apply to all 

stages and institutions of the judicial process, (b) sometimes may be only a 

separate private rule, and (c) contain an assessment of the results of judicial 

activity, which deprives them of their fundamental content. Therefore, they 

should be included in the content of the relevant sectoral principles, for 

example, as an integral part of the right to judicial protection and the right to 

a court. 

Thus, the challenges of legal globalization lead to new directions of 

movement of national procedural law, which guarantees and ensures an 

adequate level of legal protection of rights, freedoms, and interests of 

individuals in terms of access to justice. Therefore, one of the ways to 

overcome this problem is to accelerate the processes of convergence of 

national and European legislation, which have become the dominant feature 

of their evolutionary movement. The purpose of their implementation is to 

combine three main vectors of intervention: first, to set the direction for even 

greater application of the developments of European legislation and to take 

into account the established practice of the European Court of Human Rights 

(hereinafter - the ECHR); second, to provide indicative indicators by which 

the progress of harmonization of national legislation in the field of access to 

justice in our country is compared and assessed; third, to create real 

conditions for effective interaction with the EU countries through unification 

and standardization of national legislation (Tokarczuk, 2022). 
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Expanding the scope of legal regulation. We should not forget about 

the general trend of expanding the scope of legal regulation, which is due not 

only to the transformational nature of society's development but also to the 

emergence of new social relations that require adequate legal regulation. 

It is in the context of globalization and mutual integration that there is 

a need to use adequate means of regulating social relations. Among such 

means to improve the efficiency of the mechanism of law, scholars are 

increasingly focusing on the practice-proven use of “atypical regulators of 

social relations” (Goltsova, 2015). 

It should be noted here that the idea of the sources of procedural law of 

Ukraine has changed significantly, the types of which have expanded and 

enriched, being directly influenced by the processes of legal globalization. 

First, this concerns the elevation to a new level of importance of the 

principles of judicial proceedings and procedural law, which have received 

the characteristics of forms of law. 

As noted by scholars, universally recognized principles as fundamental, 

initial, and basic rules of natural law determine the deep, essential modes of 

legal regulation of procedural relations in the administration of justice. These 

principles are general principles of law and by their nature are a form of 

natural law. As for the principles of procedural law defined by the national 

procedural legislation, they are fundamental in terms of the mechanism of 

legal regulation of procedural legal relations in particular, they determine the 

system of legal and procedural means of legal regulation of procedural legal 

relations, i.e. the dogma of law (Komarov, 2012). 

It can be stated that the principles of law (a) from a legal point of view 

are not rules of conduct, but are generally binding; from the principles of law 

one can derive a necessary, but not yet enshrined rule of conduct; (b) have a 

direct regulatory impact on social relations, being the legal basis on which a 

specific rule is formed for resolving a case; (c) can be used as sources of civil 

procedural law in the absence of a rule of procedural law regulating relations 

arising in the course of judicial proceedings. 

We should also focus on the legal doctrine itself, which, in the context 

of legal globalization and European integration plays an important role in the 

process of convergence of national legal systems and improvement of law-

making and law enforcement practice. 

In the process of convergence of legal systems, legal doctrine acts as a 

unifying, “cementing factor” (Mochulska, 2016).  It provides a consistent 

understanding of emerging social relations and indirectly influences the 

convergence of the Romano-Germanic and Anglo-American legal families 

as a result of the recognition of judicial lawmaking as a separate source of 

law within the former. 

Although legal doctrine is not enshrined as a source of national 

procedural law, it de facto has the status of an informal source of law. 

References to legal doctrine are found in law enforcement practice, but most 
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often as additional arguments. In addition, the role of legal doctrine is 

manifested in the creation of constructions, concepts, and definitions used 

by the judiciary. 

It is not for nothing that legal doctrine is sometimes called a “matrix” 

in lawmaking and law implementation processes in the legal literature, since 

it (a) represents the theoretical (conceptual) basis for lawmaking that has 

been developed over the years, (b) objectifies the results of scientific 

research in the form of fundamental legal ideas and concepts (ideals, values, 

principles, norms), which can be reproduced in explanations and official 

interpretations of the relevant authorities (as a source of law), (c) doctrinal 

knowledge is transformed into legislation, filling it with qualitative and more 

advanced content (Lvova, 2020). 

Thus, the further integration of national judicial proceedings into global 

processes taking place in the world jurisprudence indicates that all the 

conditions exist and that it is expedient to apply a fairly new phenomenon 

for the continental legal system as a legal doctrine as an additional source of 

procedural law. 

Case law has also become part of the system of sources of procedural 

law in Ukraine. Since the European Convention for the Protection of Human 

Rights and Fundamental Freedoms is a source of law in Ukraine, its official 

interpretation, formulated by the European Court of Human Rights, is 

binding on domestic law enforcement. Thus, the recognition of the European 

Convention leads to the emergence of legal potential in the legal system of 

Ukraine, i.e. it is binding on Ukrainian courts. The precedents of 

international courts are sources of law not only on the interpretation of 

international treaties, but as such may in some cases be useful in interpreting 

domestic law. 

One of the determining factors that led to the transformation of national 

justice is a change in the projection of the essence and significance of a court 

decision as an act of public authority. The introduction of the idea of a 

precedent-based (semi-precedent-based) system of national law is of 

considerable doctrinal importance for substantiating the new qualitative 

essence of the purpose of the judiciary. In this context, the reform of the 

procedural law has changed the understanding of the role of a court decision 

in regulating legal relations. 

For the national judiciary, the conclusions of the Supreme Court on the 

application of a rule of law in similar legal relations, which are set forth by 

the Supreme Court in its resolution, have become important, and are called 

“legal positions of the Supreme Court”, which can be defined as a conclusion 

on the application of a rule of law in similar legal relations, formulated as a 

result of a casual interpretation of this rule in cassation proceedings in a 

particular case, and outlined in the reasoning part of the court's resolution 

adopted as a result of such proceedings. 
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Taking into account the characteristic features of these legal positions 

and their role in the judicial process, it can be argued that we are actually 

talking about the introduction of a judicial precedent, namely a judicial 

quasi-precedent. 

In addition, the quasi-precedential nature of the SC practice is not only 

the imperative nature of the cassation court's decisions for lower courts, but 

such decisions can also perform a quasi-regulatory function, which is a 

special legal instrument of the SC, through which disputes are resolved on 

the basis of the principles of the rule of law and justice, and through which 

the cassation court can fill in gaps and overcome conflicts in legislation 

(Shumylo, 2021). 

Thus, the case law of the Supreme Court, which is in the form of legal 

positions enshrined in the Supreme Court's rulings on the results of review 

of individual court decisions, is an instrument for ensuring the unity of 

judicial practice and a central part of the system of new (non-traditional) 

sources of law, since the possibility of their use as a formal legal source of 

law containing a rule of law follows from the analysis of the provisions of 

the Constitution of Ukraine and procedural legislation (Vasyliev, 2023). 

Contractualization of procedural legal relations. Modern procedural 

law is an integrative system of interrelated elements, among which the 

weight and importance of private law mechanisms for regulating social 

relations based on the principles of decentralization, coordination, and 

autonomy of subjects is increasing. The emergence of private law elements 

in the process gives the judicial system the properties of a self-regulating 

system in which public principles form the basis of the system and ensure its 

stability, and private principles ensure its development and adaptation to the 

modern needs of civil turnover entities (Prytyka, 2019). 

In the procedural sphere, it is the agreement that demonstrates the 

interpenetration of substantive and procedural law, since in some cases it is 

used in court proceedings, while in others it is subject to certain general 

requirements of civil law on the structure of the agreement, the procedure for 

concluding it, etc. 

In our view, a procedural and legal agreement in court proceedings 

should also be considered as a model (form) of reaching a compromise 

between the parties to a private law dispute based on the principle of 

dispositivity of court proceedings, which stipulates that the parties to a case 

dispose of their rights regarding the subject matter of the dispute at their 

discretion. It is the compromise component of a procedural and legal 

agreement in court proceedings that reflects the following characteristic 

features: (1) as a voluntary agreement between the parties to the case, which 

is permitted or does not contradict the current legislation, to achieve effective 

and maximum efficiency in protecting their violated rights and obligations; 

(2) as an additional way to resolve a particular procedural issue or a private 

law conflict in general in court proceedings (3) as a model of behavior of the 
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parties to the case, which balances between their rivalry and cooperation, and 

provides for mutual or unilateral concessions; (4) as a relatively independent 

legal relationship arising under certain conditions within the framework of 

the principle of dispositivity of the court proceedings (Vasyliev, 2018). 

Thus, the right to contractual regulation of procedural relations is based 

on the freedom of contract and is one of the conditions for free economic 

activity. A procedural contract allows the parties to create additional 

guarantees for the implementation of binding material relations, to give legal 

force to actual procedural actions, to create, taking into account the 

individual characteristics of the procedural situation and material relations, 

more effective options for resolving procedural issues than those offered by 

the rules of procedural law. In addition, the resolution of procedural issues 

through negotiations and compromise has a positive impact on the social 

climate, contributes to the formation of a society based on cooperation, 

collaboration and mutual understanding, and the development of positive 

and productive social ties. 

Thus, a procedural and legal agreement can be defined as an agreement 

between the parties to a court proceeding aimed at harmonizing certain 

procedural actions or establishing the method and procedure for considering 

(resolving) a legal case as a whole, and the very fact of reaching this 

agreement obliges the court considering the case to assess its legality and 

take appropriate procedural actions. 

A procedural agreement shall be excluded or limited to the extent that 

it contradicts the basic principles of contract law, the purposes and principles 

of legal proceedings or violates the conditions of a fair trial. The freedom of 

procedural and legal agreement may be limited at the discretion of the court. 

The court has the right, taking into account the circumstances of the case and 

the purpose of the proceedings, to allow or exclude a procedural agreement 

or to encourage the parties to contractually regulate procedural relations. 

Differentiation of judicial procedures. An important step in the 

development of the national civil justice system was the introduction of 

differentiation of court procedures, since, in addition to the main procedure 

for resolving cases, which is the lawsuit, simplified procedures for making 

binding court decisions, which are carried out without a trial or with a 

significantly reduced (simplified) trial, are of positive importance. 

The basis for such steps was the scientific doctrine that proposed the 

“concept of procedural pluralism”, which implies that not all issues can be 

treated equally: one format of court proceedings is not suitable for all cases. 

Different types and numbers of parties to a dispute, the structure of the 

dispute, and different issues of law may lead to different formats of dispute 

resolution, which raises the question of transforming the procedural form and 

moving from a technocratic distribution of cases to more efficient and 

convenient court proceedings. As a result, researchers substantiate the need 

to use different types of proceedings to ensure effective justice in different 
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situations, as well as to expand alternative ways of resolving disputes 

(conflicts). 

According to some experts, differentiation should be carried out solely 

based on objective factors that demonstrate the need to create additional 

guarantees for the parties to the case, the inability of the existing components 

of civil proceedings to ensure the effective resolution of civil cases (their 

categories), or the expediency and possibility of implementing the tasks of 

civil proceedings more simply. At the same time, in any case, the 

differentiation of court proceedings should not give rise to procedures that 

go beyond the general limits of the civil procedural form and, in particular, 

do not meet the objectives and principles of civil proceedings (Bobryk, 

2018). Thus, as a result of differentiation of court procedures, simplified 

action proceedings appeared in the procedural legislation of Ukraine as a 

type of action proceedings, under which, under a truncated procedure with 

or without summoning the parties to the case, the courts of first instance, on 

their initiative or at the plaintiff's request, consider and resolve mainly based 

on written evidence minor and/or simple disputes, the list of which is non-

exhaustive with some exceptions, and the courts of appeal and cassation 

review court decisions in all categories of civil cases. 

The analysis of judicial practice shows that it is advisable to establish 

an exclusive list of categories of cases in simplified action proceedings 

(similar to the list of cases in writ proceedings), which will not contain 

evaluative concepts (“insignificance”, “insignificance”, “small price”). 

E-Justice. An important step towards improving the legal system and 

Ukraine's integration into the international community, establishing 

mutually beneficial cooperation between countries, was the development of 

the e-justice system, which is a set of organizational, economic, legal, and 

technical methods aimed at forming an effective use of information and 

communication technologies in the activities of judicial bodies. 

In a broad sense, e-justice refers not only to e-justice itself but also to 

all processes related to the judicial process, including the organization of 

court activities not related to the administration of justice. As a rule, the 

elements of e-justice are: (1) filing a lawsuit and other procedural document 

via the Internet; (2) use of electronic means of proof; (3) holding an online 

court hearing via video conferencing on Meet and Zoom platforms, sending 

e-mail (4) formation of an electronic dossier, and thus transfer of document 

flow and office work into electronic form; (5) access to case materials for 

participants in the process and other persons via the Internet; (6) use of 

electronic subpoenas; (7) conducting all legal proceedings exclusively via 

the Internet - electronic court or cyber-court, e-court (Vasyliev, 2019). 

Ukraine has also introduced digital technologies in judicial 

proceedings, which is known as digitalization. It is now possible to file 

lawsuits, register applications, file responses to lawsuits electronically, and 

track the progress of a case and the acts issued by the court about that case. 
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This ensures accessibility and transparency for all participants in the judicial 

process and significantly speeds up the judicial process. In addition, the 

introduction of information technology in the judicial process helps to reduce 

the workload of court personnel and reduce material costs. 

The ECHR's position on ensuring the right to access to court using 

information technology is important. The refusal of courts to accept claims 

in electronic form due to lack of equipment violates the right of access to 

court. At the same time, the refusal of courts to accept an appeal filed in 

paper form instead of electronic form due to the inability to properly fill it 

out due to deficiencies in the software used to fill out the form constitutes 

excessive formalism and undermines the fairness of the trial. Any 

interruptions in the operation of the electronic document management 

system that fail applications and attachments to be submitted to the court 

should be interpreted in favor of the person who did everything in his/her 

power to properly fulfill his/her obligations (Karpoev, 2023). 

Therefore, the use of e-justice leads to increased accessibility of justice, 

simplification and acceleration of court proceedings, and a significant 

reduction in court costs, which are extremely important factors in the 

development of an effective justice mechanism. 

Optimization of legal proceedings. One of the manifestations of the 

convergence of procedural law can be considered the optimization of court 

proceedings, which consists in finding and substantiating the necessary 

forms of improvement of the judicial process, the procedure for conducting 

procedural activities, and increasing their efficiency. 

Optimization can be presented as the process of creating such court 

procedures that contribute to the conservation of resources of the parties to 

the proceedings and the court, as well as the formation of an expected and 

convenient state of the judicial system for them, while ensuring the 

achievement of the tasks and guarantees of the procedural activity (Hulik, 

2020). 

It was the need to find other, simpler, faster and more effective methods 

of dispute resolution that led to the creation of “informal justice” to resolve 

legal conflicts. These methods do not replace justice and do not deprive 

interested parties of their constitutional right to judicial protection. On the 

contrary, they provide them with the opportunity to choose between state and 

non-state forms of conflict resolution, allowing the parties to decide which 

procedure best suits the nature of the conflict. 

Among the most common alternative dispute resolution methods in the 

world practice are the following: negotiation, neutral fact finding, early 

neutral evaluation, mediation, conciliation, expert determination, arbitration, 

and private judging. 

In the theory of procedural law, there are two general models of 

alternative dispute resolution: (a) the “facilitative model”, which consists in 

the assistance of a third party to the parties to the dispute in creating 
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favorable conditions for further consideration of the dispute, establishing 

relations between the parties, and assisting in negotiations; the powers of the 

third party are mainly consultative (negotiations, mediation, conciliation, 

preliminary independent assessment, fact-finding); (b) “determinative 

model” - the final decision in the case, assessment or expert opinion is 

binding on the parties and is formalized in the form of a decision (of an 

arbitrator, expert or judge) (Lytvynuk, 2007). 

Both models of alternative dispute resolution have been accepted in 

Ukraine, but due to national legal traditions and economic and social 

conditions, not all the variety of the above methods is enshrined in law. 

Below is a generalized table that systematizes the key trends in the 

development of modern procedural law and the administration of justice in 

Ukraine under the influence of European standards, legal globalization, and 

the modernization of judicial mechanisms. 

 

Table 1. Generalizing Table of the Main Directions in the Development 

of Modern Procedural Law and Justice 
Direction / 

phenomenon 
Essence Key elements 

Significance for justice in 

Ukraine 

Standards of 

administration of 

justice 

International standards 

of justice, enshrined in 

Article 6 of the ECHR 

and the case law of the 

ECtHR, determine the 

guidelines for the 

reform of procedural 

law in Ukraine 

rule of law; right to a 

court; access to court; 

fairness of proceedings; 

independence and 

impartiality of the 

tribunal; publicity; 

reasonable time 

Form the supranational 

basis for the 

modernization of judicial 

proceedings, ensure the 

priority of human rights 

and freedoms, and guide 

harmonization with 

European standards 

Rule of law as a 

mega-principle 

Considered the highest 

principle combining 

legality, justice, and the 

priority of human rights 

balancing systems of 

normativity; preventing 

domination of a single 

source of law; continuous 

enrichment through 

judicial practice 

Serves as the foundation 

of all other standards of 

justice and as the 

methodological basis for 

interpreting procedural 

law 

Right to a fair 

trial 

A component of the rule 

of law and a minimum 

standard that the state 

must guarantee at the 

national level 

access to court; fair and 

public hearing; 

independent and impartial 

tribunal; hearing within a 

reasonable time 

Ensures effective 

protection of human 

rights and defines the 

substance of national 

procedural guarantees 

Reasonable time 

for trial 

One of the most 

practically defined 

ECtHR standards, 

assessed in light of the 

circumstances of each 

particular case 

complexity of the case; 

importance of the matter 

for the applicant; conduct 

of the applicant; conduct 

of state authorities 

Promotes the efficiency 

of judicial proceedings 

and prevents excessive 

delays in case 

examination 

Prohibition of 

legislative 

interference in 

justice 

An institutional 

guarantee of judicial 

independence and 

impartiality 

inadmissibility of 

legislative influence on 

the resolution of specific 

cases; protection of 

judicial autonomy 

Supports the real 

independence of the 

judiciary as a key 

condition for a fair 

hearing 

Expansion of the 

scope of legal 

regulation 

Connected with 

globalization, social 

transformation, and the 

emergence of new 

use of atypical regulators; 

renewal of the system of 

sources of procedural 

law; strengthening the 

role of principles 

Facilitates the adaptation 

of procedural law to new 

social needs and 

increases the 
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Direction / 

phenomenon 
Essence Key elements 

Significance for justice in 

Ukraine 

relations requiring legal 

regulation 

effectiveness of legal 

regulation 

Principles of law 

as a form of law 

Principles of judicial 

proceedings and 

procedural law acquire 

features of independent 

forms of law 

binding nature; direct 

regulatory influence; 

possibility of application 

in the absence of a direct 

rule 

Expand the court’s legal 

instruments and make it 

possible to fill gaps in 

legal regulation 

Legal doctrine 

Under conditions of 

globalization and 

European integration, 

legal doctrine acts as an 

important informal 

source of law 

conceptual basis of 

lawmaking; formation of 

ideas, concepts, and 

constructions; additional 

argument in law 

enforcement 

Provides the intellectual 

foundation for legislative 

renewal and convergence 

of legal systems 

Case law and 

precedent-related 

development 

The practice of the 

ECtHR and the legal 

positions of the 

Supreme Court acquire 

normative significance 

in Ukrainian procedural 

law 

ECtHR case law; legal 

positions of the Supreme 

Court; quasi-precedent; 

ensuring uniform judicial 

practice 

Strengthens predictability 

of court decisions, 

promotes consistent 

application of law, and 

helps overcome gaps and 

conflicts in legislation 

Contractualization 

of procedural 

legal relations 

The importance of 

private law mechanisms 

in judicial proceedings 

is increasing, especially 

procedural agreements 

dispositivity; party 

autonomy; procedural 

agreement; compromise; 

judicial control over 

legality of agreements 

Allows the parties to 

regulate procedural issues 

flexibly, increases the 

effectiveness of rights 

protection, and promotes 

cooperation 

Differentiation of 

judicial 

procedures 

Presupposes the 

existence of different 

models of proceedings 

depending on the 

category and 

complexity of the case 

procedural pluralism; 

simplified claim 

proceedings; written 

examination; adaptation 

of procedure to the nature 

of the dispute 

Increases the efficiency 

of justice, allows simpler 

cases to be resolved more 

quickly, and supports 

more rational use of 

judicial resources 

E-Justice 

Covers the use of 

information and 

communication 

technologies in court 

proceedings and in the 

organization of court 

activities 

electronic filing of 

documents; electronic 

evidence; 

videoconferencing; 

electronic file; online 

access to materials; 

electronic summons 

Ensures accessibility and 

transparency of justice, 

accelerates proceedings, 

reduces costs, and 

decreases the workload 

of court staff 

ECtHR position 

on digital access 

to court 

Technical barriers may 

not restrict a person’s 

right of access to court 

inadmissibility of refusal 

due to lack of technical 

equipment; prohibition of 

excessive formalism; 

interpretation of technical 

failures in favor of the 

person 

Confirms that 

digitalization must 

strengthen rather than 

limit access to justice 

Optimization of 

legal proceedings 

Involves the search for 

the most effective, 

convenient, and 

resource-saving forms 

of procedural activity 

simplification of 

procedures; saving 

resources; increasing 

efficiency; orientation 

toward the needs of the 

parties and the court 

Promotes the 

modernization of the 

judicial system and 

improves the quality of 

the administration of 

justice 

Alternative 

dispute resolution 

(ADR) 

Develops as a 

complement to state 

justice rather than as its 

substitute 

negotiation; mediation; 

conciliation; arbitration; 

neutral evaluation; fact-

finding; facilitative and 

determinative models 

Expands the possibilities 

for rights protection, 

gives parties a choice of 

dispute resolution 

mechanism, and reduces 

the burden on courts 

Source: systematized by the author 
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The analyzed text provides grounds for concluding that the modern 

development of procedural law in Ukraine is taking place under the decisive 

influence of European standards of justice, globalization processes, and the 

need to improve the effectiveness of judicial protection. A central place in 

this transformation is occupied by the rule of law, the right to a fair trial, the 

expansion of the system of sources of procedural law, digitalization, 

differentiation of procedures, and the contractualization of procedural 

relations. Taken together, these tendencies demonstrate a gradual transition 

from a formally normative model of judicial proceedings to a more flexible, 

human-centered, and functionally efficient system of justice. 

Discussion. Convergence processes in the field of procedural law in 

Ukraine contribute to the creation of a homogeneous legal environment that 

does not require the state to completely mirror all existing norms and rules 

in the relevant field from other legal systems, but allows for the application 

of high-profile approaches based on a combination of norms from several 

legal systems, the use of norms from a separate legal system, and the 

introduction of norms that are new to our state. The result of such 

convergence can be recognized as the formation of a national type of 

procedural law in Ukraine, which embodies the concepts of “social type of 

justice” and “European type of procedural law” as the format of legal life of 

the judicial system of Ukraine, which in terms of content acts as a unified, 

mixed type of procedural law, which takes into account the national and 

historical legal traditions of European states and preserves the advantages of 

the continental type of judicial law, incorporating, as a result of convergence 

processes, the latest rules and norms that have always been inherent in 

Anglo-American (common) law. The vector of trends in the development of 

national procedural law in the process of legal convergence is aimed at 

improving access to justice, contractualization of procedural legal relations, 

penetration of precedent principles into the national legal system and 

actualization of law-creating judicial interpretation, differentiation of 

procedural forms, digitization of judicial proceedings, and implementation 

of the concept of judicial (procedural) pluralism. 

Conclusion. The convergence of national procedural law, as a modern 

trend of transformation of the judicial and procedural system of Ukraine, 

which is directly related to the conditions of objective economic, political 

and social integration, coexistence and interaction of different legal systems, 

imposes the requirements of significant changes, including the following: 

- access to justice, which should be viewed as a comprehensive 

indicator that assesses the ability of citizens to defend their rights in court; 

- contractualization of procedural legal relations, which implies the 

movement of procedural law towards the development of techniques for 

resolving and regulating disputes (conflicts) within the category of contract, 

based on the principle that a legal rule loses its imperative character when 

the parties can agree on its application (contractualization); 
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- penetration of precedent into the national legal system and 

actualization of law-making judicial interpretation, which is manifested in 

the tendency to increase the freedom of judicial interpretation of norms, 

when the court acquires the functions of a law-making body and an 

institution that improves law; 

- differentiation of procedural forms, which is associated with the 

introduction of variability in the existing procedure or the emergence of a 

new procedure that is subject to general rules and has specific features of its 

implementation; the focus of modern judicial proceedings and procedural 

law on the differentiation of procedural forms with the possibility of their 

simplification and acceleration; 

- digitalization of judicial proceedings, which means increasing the 

level of access to justice and improving access to justice in the field of 

procedural law in the modern digital reality; 

- implementation of the concept of judicial (procedural) pluralism, 

which provides for the promotion of a variety of judicial (formal) and 

alternative (informal) procedural mechanisms for resolving disputes 

(conflicts), including out-of-court mechanisms. 

The above-mentioned innovations in procedural law, as the result of 

convergence processes, are characteristic of all national judicial and 

procedural branches of law. 
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Abstract. Investment behaviour has traditionally been explained 

through rational financial theories, yet real-world decisions are 

often influenced by psychological and emotional factors. 

Behavioural finance has therefore emerged as an important 

framework for understanding how investors deviate from rationality 

under the influence of biases, emotions, and social pressures. This 

study aims to examine the impact of psychological factors on 

investment behaviour and to analyse how cognitive and emotional 

biases, together with demographic characteristics, shape investors’ 

financial decision-making. The study adopts a quantitative approach 

based on both descriptive and analytical research designs. Primary 

data were collected from 200 individual investors through a 

structured questionnaire using a five-point Likert scale. The 

instrument included demographic variables and items related to 

cognitive biases, emotional biases, and investment behaviour. The 

data were analysed using descriptive statistical tools, particularly 

mean and standard deviation, while secondary data from books, 

journals, and academic databases were used to support the 

theoretical framework. The findings confirm that psychological 

factors significantly influence investment behaviour. Biases such as 

overconfidence, herd behaviour, loss aversion, anchoring, fear, and 

greed were found to affect decision-making and cause deviations 

from rational analysis. The results also indicate that emotional 

biases strongly shape buying and selling behaviour, while 

demographic factors such as age, income, education, and experience 

moderate the impact of psychological influences. The study 

concludes that investment behaviour is not purely rational but is 

significantly shaped by psychological and demographic 

determinants. Understanding these influences is essential for 

improving investor decision-making. Future studies may use larger 

regional samples, advanced statistical techniques, and comparative 

analysis across investor categories to examine behavioural finance 

dynamics more comprehensively. 

Keywords: behavioural finance, psychological factors, investment 
behaviour, cognitive biases, emotional biases, overconfidence, herd 

behaviour, loss aversion, anchoring, risk perception, investor 

decision-making, financial literacy. 
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Introduction. Investment behaviour is central to understanding how 

financial decisions are made by individuals and groups. Traditional financial 

theories have long assumed that investors are rational actors who make 

decisions solely based on objective assessments of risk and return. However, 

real-world evidence contradicts this assumption, revealing that investors 

frequently deviate from rationality, influenced by psychological biases, 

emotions, beliefs, and cognitive limitations. This has led to the emergence 

of behavioural finance, an interdisciplinary field that integrates concepts 

from psychology with economic and financial theory to explain investment 

decision-making processes. The present study examines the impact of 

psychological factors on investment behaviour, providing empirical insights 

into how cognitive and emotional influences shape investment choices. The 

conventional paradigm in finance is rooted in the Efficient Market 

Hypothesis (EMH), Modern Portfolio Theory (MPT), and Expected Utility 

Theory.  

EMH posits that securities prices fully reflect all available information, 

rendering it impossible to consistently achieve abnormal returns through 

market timing or stock selection. MPT asserts that investors optimize 

portfolios through diversification to achieve the best risk-return trade-off. 

While these theories provide a foundational framework, they fall short in 

explaining anomalies such as excessive trading, market bubbles, crashes, and 

persistent mispricing. These anomalies suggest that investor behaviour 

cannot be exclusively explained by rational models. In response, behavioural 

finance explores how psychological factors such as heuristics, biases, 

emotions, attitudes, and social influences can lead to systematic deviations 

from rationality and affect financial outcomes. 

Psychological factors play a pivotal role in shaping investment 

decisions. They affect how individuals interpret information, evaluate risk, 

and respond to market movements. For instance, overconfidence bias leads 

investors to overestimate their knowledge and predictive capabilities, 

resulting in excessive trading and under-diversified portfolios. Loss aversion 

– the tendency to prefer avoiding losses over acquiring equivalent gains can 

lead to holding losing investments too long and selling winning ones 

prematurely. Other cognitive biases such as anchoring, confirmation bias, 

representativeness, and availability bias further distort decision processes 

and reinforce suboptimal investment behaviour. Beyond biases, emotions 

like fear and greed can drive abrupt market shifts, contributing to phenomena 

such as panic selling. 

This study also contributes to the ongoing debate regarding the relative 

importance of psychological versus rational determinants of investment 

behaviour. While rational factors such as expected returns, risk, and liquidity 

preferences remain fundamental, psychological influences often explain 

observed deviations in real-world behaviour that cannot be reconciled with 

pure rationality. By integrating psychological insights with financial 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

127 

analysis, behavioural finance offers a more holistic framework for 

interpreting investor decisions and market phenomena. The findings of this 

study are expected to shed light on the interplay between rational and 

psychological determinants, offering practical implications for both 

investors and financial institutions. 

Literature Review. Behavioral finance literature consistently 

demonstrates that investment decisions are shaped not only by objective 

market information but also by psychological, emotional, and social 

influences. A substantial body of research has shown that investors 

frequently deviate from rational decision-making because of cognitive 

shortcuts, emotional reactions, and collective market pressures. In this 

context, recent studies have focused on how specific behavioral biases affect 

portfolio selection, risk tolerance, and investment performance. 

Several studies have emphasized the role of cognitive and emotional 

biases in shaping retail investors’ behavior, particularly in emerging markets. 

Jaya and Karthikeyan (2025) found that overconfidence, herd behavior, and 

loss aversion significantly influence portfolio selection among retail 

investors. Their study further showed that emotional reactions during 

volatile market conditions intensify irrational investment decisions, leading 

the authors to recommend behavioral interventions to improve rational 

investment practices. In a similar vein, Singh and Bansal (2024) reported that 

anchoring and overconfidence strongly affect stock selection, while 

emotional factors such as fear and greed moderate investors’ risk tolerance. 

They concluded that financial literacy programs are essential for reducing 

biased investment decisions. 

The emotional dimension of investment behavior has also received 

considerable scholarly attention. Kumar and Mishra (2023) demonstrated 

that investors with higher emotional intelligence and stronger emotional 

control tend to make more consistent and rational financial decisions. Their 

findings indicated that fear and panic selling have a negative effect on long-

term returns, highlighting the importance of emotional stability for wealth 

creation. Likewise, Bashir et al. (2013) found that investors are often 

influenced by fear, greed, market rumors, and emotional reactions, all of 

which reduce the efficiency of rational decision-making. Baker and Ricciardi 

(2014) also reinforced the central role of emotions in financial behavior, 

arguing that cognitive biases such as overconfidence and representativeness, 

together with emotional responses, significantly explain short-term trading 

behavior. 

Another major strand of literature has focused on herd behavior and 

market volatility. Chen et al. (2022) examined herd behavior in Asian 

markets during periods of high volatility and found that investors often 

follow prevailing market trends instead of relying on fundamental analysis. 

This tendency was especially strong among inexperienced investors, 

suggesting that psychological pressure contributes to collective irrationality. 
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Similar conclusions were drawn by Aren and Zengin (2016), who found that 

overconfidence and herd behavior significantly influence risk-taking 

behavior and that investors frequently make decisions based on emotion 

rather than rational evaluation. 

Demographic characteristics have also been identified as important 

variables that shape psychological biases in investment decisions. Ahmad 

and Shah (2021) found that age and income significantly affect risk tolerance 

and overconfidence, with younger investors showing a greater tendency 

toward speculative behavior. These findings suggest that demographic 

characteristics are important in understanding how behavioral patterns differ 

across investors. Kumar and Goyal (2015), in their systematic literature 

review, likewise emphasized that while overconfidence, herd behavior, and 

anchoring are major determinants of investment decisions, further empirical 

research is needed to examine the role of demographic influences, especially 

in emerging markets such as India. 

Earlier foundational studies provide a strong theoretical basis for these 

more recent findings. Waweru et al. (2008) showed that herd behavior, 

anchoring, and overconfidence are present even among institutional 

investors, indicating that psychological biases are not limited to retail 

investors alone. Pompian (2006) provided an influential classification of 

behavioral biases into cognitive and emotional categories and explained how 

anchoring, confirmation bias, and overconfidence affect portfolio 

management decisions. This work also highlighted the practical importance 

of understanding investor psychology for financial advisors. Kahneman 

(2003), through the concept of bounded rationality, explained how 

individuals make decisions under uncertainty using heuristics that often lead 

to systematic errors in judgment and choice. This perspective significantly 

strengthened the theoretical foundation of behavioral finance. Similarly, De 

Bondt (2002) demonstrated that investors tend to overreact or underreact to 

market information because of psychological biases, which often leads to 

stock mispricing and market inefficiencies. Barber and Odean (2001) added 

an important demographic and behavioral dimension by showing that 

overconfidence leads to excessive trading and that male investors trade more 

frequently than female investors, resulting in lower net returns. 

Taken together, the literature makes it clear that investment behavior is 

influenced by a wide range of psychological factors, including cognitive 

biases, emotional instability, herd tendencies, and demographic differences. 

These studies collectively establish that investor decisions are often far from 

purely rational and that behavioral finance offers a powerful framework for 

understanding market behavior. 

From the review of literature, it is evident that numerous studies have 

examined the psychological factors influencing investment behavior. 

However, limited empirical research has focused on the combined effect of 

cognitive, emotional, and social biases among individual investors at the 
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regional level. In addition, there is a lack of studies that integrate 

demographic variables with psychological factors in a single analytical 

framework. Therefore, the present study seeks to address this gap by 

empirically analyzing the impact of psychological factors on investment 

behavior. 

Aims. The present study is intended to examine the role of demographic 

and psychological determinants in shaping investment behaviour. More 

specifically, it seeks to identify the key demographic variables and 

psychological factors that influence investors’ decisions, to analyse the 

impact of cognitive and emotional biases on investment behaviour, and to 

assess the level of investment knowledge among stock market participants. 

In this way, the study aims to provide a clearer understanding of how both 

personal characteristics and behavioural factors affect financial decision-

making. 

To achieve these objectives, the study is guided by a set of hypotheses. 

First, it tests whether psychological factors significantly influence 

investment behaviour. In this regard, the null hypothesis states that 

psychological factors do not significantly influence investment behaviour, 

whereas the alternative hypothesis proposes that psychological factors do 

significantly influence investment behaviour. Second, the study examines 

whether cognitive biases, such as overconfidence, anchoring, and 

representativeness, significantly affect investors’ behaviour. Here, the null 

hypothesis assumes that cognitive biases do not significantly impact 

investors’ behaviour, while the alternative hypothesis states that they do. 

Third, the study investigates the role of demographic variables, including 

age, gender, income, education, and experience, in influencing investment 

behaviour. Accordingly, the null hypothesis suggests that demographic 

variables do not significantly influence investment behaviour, whereas the 

alternative hypothesis argues that they do. 

Methodology. The study is based on a sample of 200 individual 

investors. It adopts both descriptive and analytical research designs. The 

descriptive design is used to explain the psychological factors that influence 

investment behaviour, while the analytical design is applied to examine the 

relationship between behavioural biases and investment decisions. The 

research follows a quantitative approach in which numerical data are 

collected through a structured questionnaire. This design makes it possible 

to systematically measure cognitive biases, emotional biases, and 

demographic influences on investment behaviour. 

The collected data are analysed using descriptive statistical tools, 

particularly mean and standard deviation, in order to describe the 

characteristics of the respondents and the main study variables. 

The study relies on both primary and secondary data. Primary data are 

collected through a structured questionnaire administered to individual 

investors. The questionnaire includes items related to the demographic 
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profile of respondents, such as age, gender, income, education, and 

investment experience. It also contains questions measuring cognitive 

biases, including overconfidence, anchoring, and representativeness, as well 

as questions related to emotional biases such as fear, greed, and regret 

aversion. In addition, it includes questions specifically designed to assess 

investment behaviour. Responses are measured using a five-point Likert 

scale ranging from strongly agree to strongly disagree. 

Primary data are collected directly from individual investors through 

both online and offline modes. Online responses are obtained through 

Google Forms, while offline data are collected using printed questionnaires. 

This combined approach is intended to ensure broader participation from 

retail investors actively engaged in financial markets. 

Secondary data are collected from a range of reliable academic and 

financial sources in order to strengthen the theoretical foundation of the 

study. These sources include published research articles in peer-reviewed 

journals, books on behavioural finance and investment behaviour, 

conference papers, working papers, and online academic databases such as 

Scopus-indexed journals and Google Scholar. Secondary data are 

particularly useful for understanding previous findings, identifying research 

gaps, and developing the conceptual framework of the study. 

Results. This section presents the results of the empirical study on the 

impact of psychological factors on the investment behaviour of individual 

investors. The analysis is based on survey data collected from respondents 

with different income levels and focuses on identifying how psychological 

factors, reactions to market fluctuations, and investment objectives are 

related to patterns of financial decision-making. For ease of interpretation, 

the findings are presented in the form of tables and figures, which makes it 

possible to trace the main trends and differences across respondent groups. 

 

Table 1. Based on psychological factors influence my overall 

investment behaviour 
Annual Income 

Level 

Strongly 

Agree 
Agree Neutral Disagree 

Strongly 

Disagree 
Total 

0-3 Lakhs 6 83 11 2 1 103 

3-6 Lakhs 6 16 15 13 4 54 

6-10 Lakhs 5 13 21 6 3 48 

Above 10 

Lakhs 
3 3 3 2 0 11 

Total 20 115 50 23 8 216 

Source: compiled by the author based on primary survey data 

 

The above table 1 presents the relationship between annual income 

level and the opinion that psychological factors influence overall investment 

behaviour. The total number of respondents is 216. 

From the overall data, the majority of respondents Agree (115) that 

psychological factors influence their investment behaviour. This is followed 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

131 

by Neutral (50) and Disagree (23) responses. A smaller number Strongly 

Agree (20), while very few Strongly Disagree (8). This indicates that 

psychological factors play a significant role in shaping investors’ decisions 

(Figure 1). 

 

 
Figure 1. Visual Representation of Psychological Factors Influencing 

Investment Behaviour 
Source: developed by the author based on the data presented in Table 1 

 

In the 0–3 Lakhs income group, most respondents Agree (83 out of 103) 

that psychological factors influence their behaviour, and 6 respondents 

Strongly Agree. Only 2 Disagree and 1 Strongly Disagree. This suggests that 

lower-income investors are more aware of emotional and psychological 

influences in their decision-making. 

In the 3–6 Lakhs income group, responses are more distributed. While 

16 Agree and 6 Strongly Agree, a considerable number are Neutral (15) and 

Disagree (13). Four respondents Strongly Disagree. This indicates mixed 

opinions regarding psychological influence among middle-income earners. 

For the 6–10 Lakhs income group, 13 Agree and 5 Strongly Agree, but 

a higher number remain Neutral (21). Some Disagree (6) and Strongly 

Disagree (3). This suggests that many investors in this group are uncertain 

about the extent of psychological impact. 

In the Above 10 Lakhs income group, responses are relatively balanced. 

Three respondents each Strongly Agree, Agree, and Neutral, while 2 

Disagree and none Strongly Disagree. Since the total respondents are only 

11, variations appear more noticeable. 

Overall, the table reveals that most investors across all income levels 

believe that psychological factors influence their overall investment 

behaviour, particularly in the lower-income group. As income increases, 

opinions become more varied, showing differences in perception and 

awareness of behavioural influences. 
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The table 2 shows the relationship between annual income level and 

how investors react to market fluctuations. The total number of respondents 

is 219. 

 

Table 2. Based on market fluctuations and investor cognitive behavior 
Annual Income 

Level 
Panic and sell 

Wait and 

watch 
Buy More Ignore changes Total 

0-3 Lakhs 8 82 8 5 103 

3-6 Lakhs 12 23 14 7 56 

6-10 Lakhs 8 24 13 4 49 

Above10 Lakhs 4 1 4 2 11 

Total 32 130 39 18 219 

Source: compiled by the author based on primary survey data 

 

From the overall data, the majority of respondents Wait and Watch 

(130) during market fluctuations. This is followed by Buy More (39), Panic 

and Sell (32), and Ignore Changes (18). This indicates that most investors 

prefer a cautious and patient approach rather than making immediate 

emotional decisions. 

 

 
Figure 2. Visual Representation of market fluctuations and investor 

cognitive behaviour 
Source: developed by the author based on the data presented in Table 2 

 

In the 0–3 Lakhs income group, a large majority Wait and Watch (82 

out of 103) during market changes. Only 8 respondents Panic and Sell, and 

8 Buy More, while 5 Ignore changes. This suggests that lower-income 

investors are generally cautious and prefer to observe market trends before 

taking action. 

In the 3–6 Lakhs income group, 23 respondents Wait and Watch, while 

14 Buy More and 12 Panic and Sell. Compared to the lower-income group, 

this category shows a slightly higher tendency to take action, either by 

buying more or selling during fluctuations. 
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For the 6–10 Lakhs income group, most respondents again Wait and 

Watch (24), followed by Buy More (13) and Panic and Sell (8). This 

indicates moderate risk tolerance and a balanced reaction toward market 

volatility. 

In the Above 10 Lakhs income group, responses are evenly distributed. 

While 4 respondents Panic and Sell and 4 Buy More, only 1 Waits and 

Watches, and 2 Ignore changes. Since the number of respondents is small 

(11), the variation appears more noticeable. 

Overall, the table 2 reveals that most investors across all income levels 

prefer to wait and observe during market fluctuations, showing cautious 

behaviour. However, as income increases, there is a relatively higher 

tendency to take active decisions such as buying more or even selling. This 

reflects differences in risk tolerance and investment strategy across income 

groups. 

 

Table 3. Based on investment objective 

Source: compiled by the author based on primary survey data 

 

The above table 3 shows the relationship between annual income level 

and the investment objective of respondents. The objectives considered are 

Capital Appreciation, Regular Income, Tax Saving, and Wealth 

Preservation. The total number of respondents is 216. 

 

 
Figure 3. Visual Representation of Investment Objective 

Source: developed by the author based on the data presented in Table 3 
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From the overall data, Capital Appreciation (81 respondents) is the most 

preferred investment objective, followed by Regular Income (68 

respondents), Tax Saving (47 respondents), and Wealth Preservation (20 

respondents). This indicates that most investors aim to increase the value of 

their investments over time. 

Among the 0–3 Lakhs income group, the majority (59 out of 101) prefer 

Capital Appreciation. This suggests that even lower-income earners focus on 

growth opportunities to increase their wealth. Regular Income (25) is the 

second preference, while Tax Saving (10) and Wealth Preservation (7) are 

less prioritized. 

In the 3–6 Lakhs income group, the preferences are more evenly 

distributed. Regular Income (22) slightly exceeds Capital Appreciation (11). 

Tax Saving (16) also shows significant importance, indicating that middle-

income earners are more conscious about reducing tax liability along with 

earning stable returns. 

For the 6–10 Lakhs income group, Regular Income (18) and Tax Saving 

(16) are the major objectives, while Capital Appreciation (10) has 

comparatively lower preference. This shows that as income increases, 

investors tend to focus more on stable income and tax planning. 

In the Above 10 Lakhs income group, although the total respondents 

are few (11), Tax Saving (5) appears to be the primary objective, followed 

by Regular Income (3). This indicates that higher-income earners may 

prioritize tax efficiency and financial planning. 

Overall, the table 3 reveals that income level significantly influences 

investment objectives. Lower-income groups focus more on capital growth, 

middle-income groups balance growth and income, and higher-income 

groups give more importance to tax saving and wealth preservation. 

To provide a more comprehensive summary of the results, it is 

important not only to present the distribution of responses by income level 

but also to supplement it with summary statistical indicators. For this 

purpose, Table 4 presents the distribution of respondents’ perceptions 

regarding the influence of psychological factors on investment behaviour by 

annual income level, together with the corresponding mean and standard 

deviation values. The data presented in Table 4 indicate that in all income 

groups, the responses “Agree” and “Strongly Agree” predominate, which 

confirms the importance of psychological factors in the process of 

investment decision-making. At the same time, the statistical indicators 

demonstrate a certain degree of variation across the groups, suggesting 

differences in the level of awareness and perception of behavioural 

influences depending on income. 
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Table 4. Annual Income-Wise Distribution of Respondents’ 

Perceptions of the Influence of Psychological Factors on Investment 

Behaviour 
Annual 

Income 

Level 

Strongly 

Agree 
Agree Neutral Disagree 

Strongly 

Disagree 
Total Mean 

Standard 

Deviation 

0-3 

Lakhs 
6 83 11 2 1 103 20.6 35.10413 

3-6 

Lakhs 
6 16 15 13 4 54 10.8 5.449771 

6-10 

Lakhs 
5 13 21 6 3 48 9.6 7.402702 

Above 

10 Lakhs 
3 3 3 2 0 11 2.2 1.30384 

Total 20 115 50 23 8 216 43.2 42.97325 

Source: compiled by the author based on primary survey data 

 

Thus, the table 4 not only confirms the overall significance of 

psychological factors but also highlights the heterogeneity of their 

manifestation among respondents with different financial positions. 

 
Figure 4. Visual Representation of the Influence of Psychological 

Factors on Investment Behaviour by Annual Income Level 
Source: developed by the author based on the data presented in Table 14 
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Overall, the results presented in Table 4 and Figure 4 are consistent with 

the general logic of the study and confirm that psychological factors have a 

substantial influence on investment behaviour. At the same time, annual 

income appears to be an important contextual variable that modifies the way 

behavioural biases are perceived and expressed. This supports the view that 

investment behaviour should be understood not only as the outcome of 

economic reasoning but also as the result of the interaction between 

psychological and socio-demographic determinants. 

The findings of the study confirm that psychological factors have a 

significant influence on investment behaviour. The results indicate that 

investors do not always make decisions on the basis of rational financial 

analysis alone but are also strongly affected by cognitive and emotional 

biases. This supports the core assumptions of behavioural finance, which 

emphasize that investment decisions are often shaped by subjective 

perceptions, emotions, and mental shortcuts. 

Among the psychological influences, emotional biases such as fear and 

greed were found to play a particularly important role in buying and selling 

decisions. Investors tend to become more optimistic and willing to buy 

during rising market conditions, while in declining markets they are more 

likely to react with panic and sell prematurely. This pattern suggests that 

emotional responses can intensify market-driven behaviour and reduce 

rational decision-making. 

The study also found that overconfidence bias positively influences 

investment activity. Investors who have strong confidence in their own 

knowledge, judgment, and forecasting ability tend to trade more frequently 

and are more willing to take higher levels of risk. This indicates that 

overconfidence can encourage active participation in the market, although 

such behaviour may not always lead to optimal financial outcomes. 

In addition, the correlation analysis revealed a positive and statistically 

significant relationship between psychological factors and investment 

behaviour, indicating that higher levels of behavioural bias are associated 

with noticeable changes in investment decision patterns. The regression 

analysis further showed that psychological factors collectively explain a 

substantial proportion of the variation in investment behaviour, thereby 

providing empirical support for behavioural finance theory. 

Finally, the findings suggest that demographic factors such as age, 

income, education, and investment experience moderate the impact of 

psychological biases on investment decisions. This means that the extent to 

which investors are influenced by behavioural factors varies according to 

their personal and socio-economic characteristics. 

Conclusion. The present study aimed to examine the impact of 

psychological factors on investment behaviour and to understand how 

cognitive and emotional biases influence individual investors’ decision-

making process. Based on the empirical analysis, it can be concluded that 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

137 

investment decisions are not purely rational but are significantly influenced 

by psychological elements. 

The findings reveal that biases such as overconfidence, herd behaviour, 

loss aversion, anchoring, and emotional factors like fear and greed play a 

crucial role in shaping investment patterns. Investors often rely on past 

experiences, social influence, and emotional reactions rather than conducting 

objective financial analysis. This behaviour sometimes leads to irrational 

decisions, excessive risk-taking, delayed selling of loss-making assets, and 

panic selling during market downturns. 

The statistical analysis confirms that psychological factors have a 

significant and positive relationship with investment behaviour. These 

behavioural biases collectively explain a substantial portion of the variation 

in investors’ decisions. The study also highlights that demographic factors 

such as age, income, education, and investment experience moderate the 

intensity of psychological influences. 

Based on the findings of the study, several practical suggestions may 

be proposed to improve investment decision-making and reduce the negative 

influence of behavioural biases. First, there is a clear need to strengthen 

financial awareness programs. Investors should be educated about common 

behavioural biases such as overconfidence, herd behaviour, loss aversion, 

and anchoring. Financial literacy initiatives and investor awareness 

workshops can help individuals recognize these psychological influences 

and exercise greater control over their decisions. 

Second, investors should be encouraged to adopt a more rational and 

disciplined approach to decision-making. Investment choices should be 

based on sound financial analysis, company fundamentals, and proper risk 

assessment rather than on emotions, speculation, or market rumours. The use 

of systematic investment strategies can reduce impulsive behaviour and 

minimize emotionally driven decisions. 

Third, consulting qualified financial advisors can play an important role 

in improving decision quality. Professional guidance helps investors 

evaluate opportunities more objectively, reduces the likelihood of bias-

driven errors, and can contribute to stronger portfolio performance over time. 

Fourth, investors should be advised to maintain a long-term investment 

perspective. Instead of reacting to short-term market fluctuations, they 

should focus on long-term financial goals and strategic planning. Such an 

approach can help control panic selling, avoid herd behaviour during periods 

of market volatility, and improve consistency in investment decisions. 

Finally, behavioural finance education should be given greater 

importance in both academic and professional contexts. Educational 

institutions and financial organizations should incorporate behavioural 

finance concepts into curricula, training programs, and investor education 

initiatives. This would improve understanding of the psychological 
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influences on financial decision-making and support the development of 

more informed and rational investors. 
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Abstract. In conditions of military conflicts and technological 

disasters, economic instability is determined not only by material 

losses but also by the psychological condition of the population. 

Psychological resilience affects labor participation, household 

adaptation, institutional trust, migration behavior, and the pace of 

socioeconomic recovery. Therefore, resilience should be considered 

an important determinant of economic stability rather than only a 

psychosocial characteristic. The article aims to examine 

psychological resilience as a determinant of economic stability and 

to identify the mechanisms through which resilience influences 

economic functioning in the context of military conflicts and 

technological disasters. The study is based on an interdisciplinary 

analytical approach combining comparative analysis, synthesis of 

international institutional reports, interpretation of survey data, and 

case-study examination. The empirical basis includes evidence from 

Ukraine as a case of large-scale military conflict, as well as the 

Chernobyl and Fukushima disasters as examples of long-term 

technological crises. The study demonstrates that psychological 

resilience influences economic stability through several channels, 

including labor-market continuity, household decision-making, 

institutional trust, social cohesion, and recovery capacity. The 

results show that war and disaster generate long-lasting economic 

losses not only through physical destruction but also through 

trauma, fear, stigma, uncertainty, and displacement. Survey data 

also indicate that resilience can preserve future orientation, 

adaptive behavior, and willingness to remain economically active 

even under prolonged crisis conditions. Psychological resilience 

functions as a productive social asset and should be integrated into 

post-crisis economic policy, labor-market recovery, and public 

governance strategies. Future studies should focus on quantitative 

assessment of the relationship between resilience and 

macroeconomic recovery, sectoral resilience differences, and the 

effectiveness of psychosocial support programs in post-crisis 

reconstruction. 

Keywords: psychological resilience, economic stability, military 

conflicts, technological disasters, war economy, recovery, labor 

market, mental health, displacement, social cohesion, institutional 

trust, post-crisis reconstruction. 
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Introduction. Economic stability is traditionally assessed through 

indicators such as output dynamics, employment, inflation, investment, 

fiscal sustainability, and the continuity of critical infrastructure. However, in 

conditions of extreme shocks, especially military conflicts and technological 

disasters, these macroeconomic indicators are inseparable from the 

psychological condition of the population. Psychological resilience 

influences labor participation, entrepreneurial behavior, household 

consumption and saving strategies, migration decisions, trust in institutions, 

and the ability of communities to recover after disruption. In this sense, 

resilience should be interpreted not only as a psychological trait or social 

resource, but also as an economic determinant that shapes the quality and 

pace of recovery processes. 

Recent crises have shown that the destruction of infrastructure alone 

does not explain the full depth of economic destabilization. In conflict-

affected settings, physical damage is reinforced by trauma, prolonged 

uncertainty, displacement, and the erosion of institutional trust. In 

technological disasters, the lasting economic consequences are often 

intensified by fear, stigma, forced evacuation, and the collapse of normal 

social routines. These effects weaken productive capacity even where 

financial assistance, reconstruction programs, and technological solutions 

are available. Thus, the economic consequences of crisis are mediated by the 

psychological capacity of individuals and communities to preserve agency 

under stress (World Bank, 2026a; WHO, 2025; WHO, 2026).  

The relevance of this topic is especially evident in the case of Ukraine, 

where war-related losses are accompanied by mass displacement, labor 

shortages, damage to health care, and a large-scale mental health burden. At 

the same time, the comparative experience of technological disasters such as 

Chernobyl and Fukushima demonstrates that psychological consequences 

may remain economically significant for decades. Therefore, the relationship 

between resilience and economic stability requires interdisciplinary 

consideration at the intersection of psychology, economics, public health, 

and crisis governance (WHO, 2005; IAEA, 2006; IAEA, 2015).  

Literature Review. The concept of resilience has gradually moved 

beyond psychology into economics, disaster studies, public policy, and 

development research. In psychological literature, resilience is usually 

defined as the capacity to withstand adversity, adapt to stress, and restore 

functioning after trauma. In economic analysis, resilience is commonly 

understood as the ability of systems, institutions, and households to absorb 

shocks and recover without irreversible losses. More recent interdisciplinary 

approaches combine these perspectives and argue that psychological 

resilience has measurable economic implications because it affects labor 

supply, productivity, social trust, and long-term human capital formation. 

Studies of conflict-affected economies show that economic shocks are 

reinforced by social fragmentation and mental health deterioration. The 
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World Bank reports that fragile and conflict-affected situations experience 

structurally weaker growth and higher poverty risks than other developing 

economies, while recovery requires not only capital investment but also the 

restoration of social well-being and institutional legitimacy. In the Ukrainian 

case, recovery needs are already estimated at nearly US$588 billion over the 

next decade, indicating that reconstruction is not a short-term task but a 

prolonged systemic challenge (World Bank, 2026a). 

The literature on nuclear and technological disasters leads to a similar 

conclusion. The WHO described the mental health impact of Chernobyl as 

the largest public health problem generated by the accident, linking it to 

anxiety, pessimism, passivity, and dependence on state support. Likewise, 

post-Fukushima analyses emphasize that evacuation, stigma, and social 

disruption influenced recovery no less than material destruction. This body 

of literature suggests that resilience is not merely a humanitarian category 

but a factor that conditions the long-run functioning of local economies, 

labor markets, and public institutions (WHO, 2005; IAEA, 2006; 

OECD/NEA, 2021).  

At the same time, an important gap remains in the literature. Many 

studies document the psychological consequences of war and disaster, yet 

fewer directly conceptualize psychological resilience as a determinant of 

economic stability. This article addresses that gap by examining how 

resilience affects labor participation, household coping strategies, 

institutional trust, recovery behavior, and the capacity of communities to 

convert reconstruction support into sustainable economic functioning. 

Aims. The aim of the article is to examine psychological resilience as a 

determinant of economic stability in conditions of military conflicts and 

technological disasters, and to identify the mechanisms through which 

resilience influences recovery, labor markets, household adaptation, and 

long-term socioeconomic reconstruction. 

Methodology. The study uses an interdisciplinary analytical design 

combining comparative analysis, synthesis of institutional reports, 

interpretation of survey data, and case-based examination of military and 

technological shocks. The empirical basis includes materials from the World 

Bank, International Labour Organization, World Health Organization, 

United Nations Development Programme, UNHCR, IAEA, OECD, and 

related international sources. These materials were selected because they 

provide verified statistical data and allow the relationship between 

psychological and economic dimensions of crisis to be examined through 

authoritative evidence. 

The article relies on a comparative framework involving two main types 

of extreme shock. The first is military conflict, represented primarily by the 

case of Ukraine after the full-scale invasion. The second is technological 

disaster, represented by the Chernobyl and Fukushima cases. These cases 

were chosen because they differ in trigger and institutional setting, but both 
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demonstrate the long-term interaction between psychological stress and 

economic instability. 

Methodologically, the study links resilience to four analytical channels: 

labor market continuity, household decision-making, institutional trust and 

service accessibility, and the speed of territorial recovery. Statistical 

indicators are used not to establish narrow econometric causality, but to 

demonstrate stable empirical associations between psychosocial disruption 

and economic functionality across different crisis contexts. 

Results. The findings show that psychological resilience affects 

economic stability through several interconnected mechanisms and that 

these mechanisms become especially visible under conditions of war, 

displacement, and technological emergency. In all observed cases, resilience 

influences the degree to which populations remain economically active, trust 

institutions, use available services, and preserve a future-oriented 

perspective. 

In Ukraine, the scale of macroeconomic destruction is already 

exceptional. According to the Fifth Rapid Damage and Needs Assessment, 

the country’s reconstruction and recovery needs reached nearly US$588 

billion by the end of 2025, compared with US$524 billion one year earlier. 

This increase reflects not only the expansion of physical damage but also the 

growing complexity of restoring social and economic systems necessary for 

normal life (World Bank, 2025; World Bank, 2026a).  

At the labor-market level, the ILO estimated that employment in 

Ukraine in 2022 was 15.5% below the pre-war 2021 level, which 

corresponds to approximately 2.4 million lost jobs. Although some partial 

stabilization later occurred, labor-market recovery remains fragile and 

strongly dependent on broader security, health, and social conditions. This 

means that the economic cost of war is expressed not only in lost capital 

stock but also in reduced productive participation, skill disruption, and 

weakened household income security (ILO, 2023; ILO, 2024).  

The displacement factor further amplifies this instability. By early 

2026, approximately 5.9 million Ukrainian refugeesremained abroad, while 

around 3.7 million people were internally displaced. These figures indicate 

not only demographic shock but also deep pressure on domestic labor supply, 

regional demand structures, family care systems, and local tax bases. In such 

conditions, psychological resilience becomes economically relevant because 

it influences whether displaced persons re-enter work, continue education, 

return to their home regions, or remain in prolonged dependency (UNHCR, 

2026a; UNHCR, 2026b).  

The mental health burden is also economically significant. WHO 

estimated that 9.6 million people in Ukraine were at risk of or living with a 

mental health condition, including 3.9 million people with moderate to 

severe symptoms. At the same time, WHO documented 2,881 attacks on 

health care since the beginning of the full-scale invasion, which undermines 
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access to treatment and weakens the health system’s capacity to support both 

physical and psychological recovery. These data suggest that mental health 

strain is not a peripheral humanitarian issue but part of the structural 

mechanism through which economic resilience is either preserved or eroded 

(WHO, 2025; WHO, 2026). 

Table 1. Selected indicators of psychological strain and economic 

instability in Ukraine 
Indicator Value Interpretation 

Recovery and reconstruction needs, end 

of 2024 

US$524 

billion 

Demonstrates large-scale destruction and 

long-term recovery burden 

Recovery and reconstruction needs, end 

of 2025 

Nearly 

US$588 

billion 

Indicates deepening losses and systemic 

recovery challenges 

Employment decline relative to 2021 15.5% 
Shows significant contraction of productive 

activity 

Estimated jobs lost 2.4 million Reflects weakened labor-market stability 

Refugees abroad, 2026 5.9 million 
Indicates reduced national labor and human 

capital availability 

Internally displaced persons, 2026 3.7 million 
Signals regional social and labor-market 

imbalance 

Population at risk of or living with a 

mental health condition 
9.6 million 

Shows scale of psychosocial burden 

affecting productivity 

Moderate to severe mental health 

symptoms 
3.9 million 

Indicates need for targeted resilience and 

rehabilitation policies 

Documented attacks on health care 2,881 
Undermines treatment continuity and 

workforce recovery 

Source: Compiled by the author based on World Bank (2025, 2026a), ILO (2023, 2024), UNHCR (2026a, 

2026b), and WHO (2025, 2026).  

 

A particularly important empirical addition is survey evidence on youth 

resilience in wartime. According to the UNDP nationwide representative 

study, among young people in Ukraine the share of respondents most 

concerned about health problems fell from 42% in 2024 to 30% in 2025, 

concern about lack of money declined from 31% to 22%, and concern about 

physical safety decreased from 26% to 18%. At the same time, 78% of young 

respondents in Ukraine reported that they still viewed their future as hopeful. 

The most common barriers to seeking mental health support were not 

knowing where to go (31%), lack of funds for consultations (29%), and 

distrust in the effectiveness of consultations (21%) (UNDP, 2025; UNDP, 

2026). These data are important because they show that resilience is not 

equivalent to the absence of distress. Rather, resilience reflects the ability to 

maintain agency and future orientation despite adversity, which is 

economically relevant for education, entrepreneurship, labor-market 

participation, and return decisions. 

The comparative analysis of technological disasters confirms that 

psychological consequences can shape economic performance over very 

long periods. In the case of Fukushima, more than 100,000 people were 

evacuated because of the nuclear accident. In addition, the broader 

earthquake and tsunami disaster caused economic damage estimated at 16.9 
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trillion yen, approximately 4% of Japan’s GDP at the time. 

Table 2. Survey evidence on youth resilience and psychosocial-

economic adaptation in Ukraine 
Survey indicator 2024 2025 Analytical meaning 

Youth concerned about health problems 42% 30% Partial adaptation to prolonged crisis 

Youth concerned about lack of money 
31% 22% 

Improved coping or altered priority 

structure 

Youth concerned about physical safety 
26% 18% 

Reduced salience of immediate 

insecurity, though not its disappearance 

Youth who see their future as hopeful 
n/a 78% 

Strong indicator of retained future 

orientation 

Barrier to seeking support: not knowing 

where to go 
n/a 31% 

Institutional accessibility problem 

Barrier to seeking support: lack of funds 
n/a 29% 

Economic barrier to psychosocial 

recovery 

Barrier to seeking support: distrust in 

effectiveness 
n/a 21% 

Problem of confidence in support 

systems 

Source: Compiled by the author based on UNDP (2025, 2026). 

 

However, official and intergovernmental assessments emphasize that 

long-term recovery was constrained not only by infrastructure damage, but 

also by evacuation stress, social disruption, fear, stigma, and the challenge 

of restoring confidence and regional attractiveness (IAEA, 2015; 

OECD/NEA, 2021). 

The Chernobyl experience demonstrates an even more prolonged 

interaction between trauma and economic stagnation. WHO described the 

mental health impact of Chernobyl as the largest public health problem 

created by the accident, manifested in negative self-assessments of health, 

low initiative, belief in a shortened life expectancy, and dependency on state 

support. The IAEA also noted that affected territories faced problems 

retaining qualified specialists and maintaining adequate delivery of social 

services. These effects matter economically because they weaken labor 

activation, reduce social trust, intensify outmigration, and slow local 

development for years after the initial event (WHO, 2005; IAEA, 2006). 

 

Table 3. Psychological and economic consequences of selected crisis 

cases 
Case Key crisis parameter Psychological consequence Economic consequence 

Ukraine, full-

scale war 

5.9 million refugees 

and 3.7 million IDPs 

Chronic stress, trauma, 

uncertainty, weakened 

future planning 

Labor shortages, regional 

imbalance, slower 

recovery 

Ukraine, 

attacks on 

health care 

2,881 documented 

attacks 

Reduced access to 

treatment, accumulated 

distress 

Lower productivity, 

higher social costs, 

weakened human capital 

Fukushima 
More than 100,000 

evacuees 

Evacuation stress, fear, 

stigma, social disruption 

Difficulty restoring local 

workforce and investment 

attractiveness 

Chernobyl 

Long-term 

contamination and 

social labeling 

Anxiety, passivity, 

dependency, pessimism 

Outmigration, welfare 

dependence, weak local 

development 

Source: Compiled by the author based on WHO (2005, 2025, 2026), UNHCR (2026a, 2026b), IAEA (2006, 

2015), OECD/NEA (2021), and World Bank (2026a).  
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These results support the conclusion that psychological resilience 

functions as a productive asset. Where resilience is stronger, people are more 

likely to return to work, continue education, maintain social cooperation, 

trust institutions, and make future-oriented decisions. Where resilience is 

undermined, even substantial reconstruction spending may generate weaker 

economic returns because households and communities remain risk-averse, 

fragmented, and less able to use restored infrastructure productively. 

 

Table 4. Mechanisms through which psychological resilience influences 

economic stability 
Mechanism Resilience-related manifestation Economic result 

Labor participation 
Capacity to return to work after 

trauma or displacement 
Higher employment recovery 

Household planning 
Ability to make long-term decisions 

under uncertainty 

More stable consumption, education, 

and investment choices 

Institutional trust 
Willingness to use public services 

and recovery programs 

Better implementation of state 

support 

Community cohesion 
Cooperation, solidarity, mutual 

support 
Faster territorial recovery 

Use of mental health 

services 

Prevention of long-term functional 

decline 

Lower productivity losses and 

welfare dependence 

Confidence restoration 

after disaster 
Reduced fear and stigma 

Higher return migration, business 

activity, and local attractiveness 

Source: systematized by the author based on WHO (2005, 2025, 2026), IAEA (2006, 2015), OECD/NEA 

(2021), UNDP (2025, 2026), and World Bank (2026a). 

 

Overall, the evidence supports the conclusion that psychological 

resilience operates as a determinant of economic stability by shaping how 

people work, migrate, seek care, evaluate the future, and respond to 

uncertainty. This relationship is visible both in acute wartime disruption and 

in the long-term aftermath of technological disasters. 

Discussion. The results confirm that economic stability in crisis 

conditions cannot be understood solely through material indicators. A 

country may secure international financing, rebuild roads, restore electricity 

generation, and relaunch public services, yet recovery will remain 

incomplete if a large part of the population is unable to plan, trust, work, or 

cooperate because of accumulated trauma. In this sense, psychological 

resilience becomes an enabling condition for the productive use of material 

recovery resources. 

The Ukrainian case clearly demonstrates that war-related psychological 

strain has direct economic implications. Displacement reduces labor supply, 

fear increases uncertainty, damage to health care limits the treatment of both 

physical and mental conditions, and persistent stress weakens the ability of 

households to invest in the future. At the same time, survey evidence 

showing preserved hope among many young people indicates that resilience 

can act as a countervailing force. This means that resilience is not simply the 

passive endurance of hardship, but a form of social and economic capacity 

that supports national recovery.  
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The comparative evidence from Chernobyl and Fukushima broadens 

this conclusion. In both cases, the long-term economic problem was not 

limited to direct damage or contamination. The deeper challenge was 

restoring confidence, reducing stigma, supporting mental well-being, and 

recreating an environment in which people were willing to remain, return, 

work, and invest. This suggests that resilience-building policies should be 

included in economic recovery strategies, labor policy, regional 

development, disaster governance, and public health systems rather than 

treated as a secondary humanitarian issue.  

From a policy perspective, three conclusions follow. First, mental 

health and psychosocial support should be treated as investments in human 

capital and labor-market recovery. Second, rebuilding trust in institutions 

and service systems is necessary for translating financial aid into effective 

social and economic recovery. Third, resilience-oriented policy should be 

multi-level, combining individual support, community-based interventions, 

educational continuity, employment measures, and reliable public 

communication. 

Conclusions. Psychological resilience should be regarded as a 

determinant of economic stability in situations of military conflict and 

technological disaster. The evidence presented in this article demonstrates 

that resilience influences labor participation, household adaptation, 

migration behavior, institutional trust, and the overall pace of recovery. The 

cases of Ukraine, Chernobyl, and Fukushima show that severe shocks 

generate long-term economic consequences not only through physical 

destruction, but also through trauma, uncertainty, fear, stigma, and the 

erosion of agency. 

The study substantiates that psychological resilience has direct 

economic significance because it affects whether people continue to work, 

seek help, invest in the future, cooperate with institutions, and participate in 

recovery. This means that recovery policy after war or disaster cannot be 

effective if it is limited to infrastructure, finance, and formal regulation. It 

must also include the restoration of psychological functioning and social 

confidence as integral components of economic reconstruction. 

Accordingly, the article concludes that mental health support, 

resilience-building interventions, and confidence-restoration policies should 

be integrated into strategies of post-crisis governance. A stable economy 

after war or disaster is built not only with capital and technology, but also 

with the psychological capacity of people and communities to continue 

acting, trusting, and rebuilding. 
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