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Abstract
The master's thesis contains 92 pages, 15 tables, 13 figures, references of 55
items.
Improving Enterprise Change Management System (on the basis of
“EUGENE” LLC)

The object of research is the existing processes and change management system at
EUGENE LLC in the face of military challenges.

The purpose of the research is to substantiate the project of change management
at the company "EUGENE" LLC and assess its effectiveness in today's market
competition.

The subject of research is theoretical and methodological mechanisms and
practices of change management in the enterprise.

The tasks of the work are:

- to conduct a general description of the company under study, to determine its main
indicators of current activities;

— analyze the impact of the global environment on the company's strategy, for
example, the military situation in Ukraine;

- describe and analyze the business model of the company in order to form a
conclusion about what changes are needed for the company to follow global trends

— identify key areas for improvement by identifying problems and opportunities;

- to formulate 3 alternative projects that ensure the growth of revenue and profit with
the definition of the area and assessment of their potential,

- evaluate and compare the effectiveness of the implementation of alternative
projects;

— assess the level of risk in the implementation of alternative projects.

Working hypotheses are related to the need to implement development projects
during martial law in Ukraine.

The need to search for alternative projects is associated with the activity of

competitors in the commercial real estate management market and in the residential real



estate construction market and the shift in the development vector towards the
development and implementation of rapid construction projects.

3 alternative development projects were developed in order to evaluate the most
effective and profitable in case of a decision to implement.

Alternative 1: building modular houses;

Alternative 2: construction of frame houses;

Alternative 3: building houses from metal structures.

Information base of researches of foreign and domestic scientists: M.Besedina and
V.Nagaeva, V.Didenka, J. Harrington, L. Belanger, J. Huber, O.G. Melnik and others are
devoted to the study of certain aspects of change management in enterprises.

Based on the results of the research, alternative construction projects were
formulated for the business Smart Urban Solutions. One of them is the construction of
modular houses, where leadership can be achieved through own resources, and the focus
will be on the fact that this project is the lowest cost, low payback period, but at the same
time a high level of implementation time with good performance, profitability of the
project.

The second alternative project will allow how to use of new technologies that are
more innovative and environmentally friendly. This project shows the best results if it is
implemented in partnership.

The third alternative option is the construction of houses from metal structures. It is
the most costly project, but at the same time a low level of risks associated with the
construction operation. Shows good performance in the case of independent
implementation of the project.

Conclusion: The author of research chose the first option for the implementation of
an alternative development project, as a more comprehensive one, allowing the company
to maximize profits in case of implementation with a minimum construction time and

payback.

Year of qualification master’s thesis 2021-2022.

Year of work defence 2022
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1. Relevance of the research:

In today's crisis and global challenges in the construction market, companies are
looking for effective ways to change. Therefore, improving the change management
system in the enterprise is necessary and requires research. The purpose and objectives
of the research are clearly defined.

2. Positive aspects of the thesis:
In the first chapter the author explores theoretical and methodological

fundamentals of change management at the enterprise, classifies of change management
in the enterprise and systematizes methodological tools for change management in the
enterprise. In the second chapter, the author evaluates of the current business model of
“Eugene” LLC. The papers has a comprehensive overview and analysis of the current
financial-economic situation of “Eugene” LLC. The text of the Thesis corresponds to the
set goal and the determined research tasks. The tables, graphs, drawings and the list of
used sources are executed in accordance with the establis hed standards.

3. The author’s independent ideas and conclusions, scientific novelty:

The author proposed three new alternative options for enterprise change
management in Ukraine, namely building modular houses, construction of frame houses,
building houses from metal structures, calculated the projected of investment efficiency
indicators and assessed the risks of changes to Eugene LLC and ways to minimize them.
4. Practicality of the conclusions and recommendations:

The information presented in the thesis is relevant and can contribute to the
implementation of changes in the market of commercial eale state services in Ukraine.
5._Negative aspects of the paper:

In the Master's Thesis, it would be like to consider in more detail the internal risks
of change management in the enterprise. Despite this issue, the author showed a good
knowledge of this field and performed a significant amount of work in the practical part.

6. Total result of the master thesis:

The papers are well written and the style and layout are good. The student showed
creative skills in the field of research and meets the required standards. The work is highly
appreciated and approved for defence at Attestation Examination Commission.

Academic Supervisor
PhD, Economics Nataliya Moskalyuk

“ 06 ” June 2020



External Review
on theMaster Thesis by the student of Institute of Business Education
KYIV NATIONAL ECONOMIC UNIVERSITY
named after Vadym Hetman
Master degree program “Business Administration (general)”
Bohdan Vira “Improving Enterprise Change Management System
(on the basis of “EUGENE” LLC)”

In the current crisis conditions of wartime in Ukraine there is a need to make serious
changes in the organization and conduct of business of companies operating in the
commercial real estate market, in particular in the field of development services.
Therefore, the study of mechanisms for improving the change management system of
companies operating in this market is relevant.

The master's thesis is structured and logically constructed, which allows to reveal its
content.

The author investigates a comprehensive theoretical and applied foundations of
change management system in the enterprise. Diagnosis of economic activity and the
process of change management was carried out on the company's materials of
“EUGENE” LLC.

The practical significance of the master's thesis lies in the possibility of applying the
developed and alternatively evaluated change management system of the company
"EUGENE" LLC. Ways to revive economic activity under three development scenarios
are proposed: construction of prefabricated houses, namely modular and frame houses
and the use of metal frame technology. Among the considered options the author on
financial and economic indicators convincingly substantiates more effective variant of
construction of modular houses by the company which is economically favorable and
expedient.

The scientific novelty should include a comprehensive diagnosis of the state of the
company, its management system. Data analysis is deep, reliable and accurate.

The conclusions and recommendations of the master's thesis will be presented to the
co-owners of the company for further implementation of the change management project
in practice.

The topic of the qualifying master's thesis is fully and thoroughly disclosed, in
accordance with the requirements, which gives grounds to recommend it for defense
before the Examination Commission with an excellent grade.

Reviewer,
General Manager Yuri GLOBA

03.06.2022
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INTRODUCTION

Under the current conditions of Ukraine's economy to increase its competitiveness,
intensification of production activities as a basis for structural changes, significant
renewal of the real sector and ensuring sustainable socio-economic development of the
state is extremely important. Despite the fact that industrial and industrial development is
proclaimed and enshrined in numerous laws and regulations of Ukraine as a basic
principle of economic growth, the use of this factor has not become an integral part of the
development of productive forces of Ukraine, bringing it on the trajectory of high-tech
state

The purpose of the research is to substantiate the project of change management
at the company "EUGENE" LLC and assess its effectiveness in today's market
competition.

The purpose of the research has caused the necessity of solving the following
problems:

- Investigate the theoretical and methodological foundations of change
management in the enterprise, in particular, to determine the essence of the
change management process, its basic models;

- classify the process of change management in the enterprise;

- to systematize the methodological tools of the change management mechanism
at the enterprise;

- analysis of current trends in the global and domestic market of commercial real
estate services;

- analysis and evaluation of the current business model of "EUGENE" LLC,;

- formation of a general characteristic of "EUGENE" LLC,;

- assessment of the potential and resource support of the change management
process at the enterprise;

- formation and analysis of alternative change management options for
"EUGENE" LLC based on financial indicators;



- assessment of possible risks of introduction of changes in "EUGENE" LLC and

ways to minimize them;

- analysis of the implementation of corporate social responsibility in the process

of change management at enterprises.

The subject of research is theoretical and methodological mechanisms and
practices of change management in the enterprise.

The object of research is the existing processes and change management system
at "EUGENE" LLC in the face of military challenges.

In this thesis the following research methods were used general economic
(dialectical, structural-functional, deductive, analytical, monographic and other methods)
and specific methodology of strategic, financial and project analysis, optimization of
business models and processes, controlling, management accounting, management were
used to conduct the study. projects, graphic notations of business process modeling, etc.

The information base of the research is the work of leading domestic and foreign
scientists and specialists in the field of change management at the enterprise, regulations
of government agencies, materials of financial, statistical and accounting reporting of
"EUGENE" LLC, open sources of the Internet.

Results of the work: in the course of the master's work, the business model of
Smart Urban Solutions was analyzed, of which "EUGENE" LLC is a part, and the
strategic risks of the business model in Ukraine.

Recommendations about the usage and application of results of work: the
results of the research can be used by "EUGENE" LLC to strengthen the strategy, analyze
competitors, make decisions on the implementation of alternative development projects

and proposals to improve performance.



CHAPTER 1.
THEORETICAL AND METHODOLOGICAL FUNDAMENTALS OF
CHANGE MANAGEMENT AT THE ENTERPRISE

1.1. The essence and models of change management in the enterprise

Change management is currently one of the most sought-after business
management technologies. Often, change management is called the most difficult part of
a managerial work, which requires great skill. This is particularly relevant in the context
of modern business, when deep, almost constant changes are in principle considered a
factor that is very important for a company to adapt to the changing demands of the
market and the global economic situation.

With the rapid development of relations, first of all, the need to create new
mechanisms and methods of change management. A large number of domestic enterprises
have a coordinated system of production and economic activities, planning and
accounting, over time, are unable to respond in a timely manner to changing
environmental conditions due to underdeveloped and imperfect management
mechanisms. Therefore, more attention has recently been paid, both in the practice of
change and in research, paying attention to the development and analysis of the possibility
of applying different management methods.

The most important competencies of change management included: drawing up a
strategic change plan;

detection relevant organizational needs;

tactical planning organizational changes;

making changes;

change management;

leadership in the organization, in its area of responsibility;

informing and disseminating knowledge about changes;

support and development of communications with all parties involved in the

change process;



identifying the needs of the organization in training and development, and
involving employees in training;

support and development of organizational culture; development of personal
networks, search for "agents of change”;

promoting the emergence of innovation in the organization and in its area of
responsibility; increase organizational productivity, provide appropriate support to
employees;

evaluation of the effectiveness of the changes.

At this work considers the concept of the essence of change management in the
enterprise, formed a list of categories and systems of change management in the
enterprise, the classification of processes and methodological tools for change
management in the enterprise.

Given the current conditions of business entities, to maintain a stable position in
the market and maintain their competitiveness, companies need to constantly develop and
achieve the goals of the strategy, using tactical ways. Achieving the target point of
development of the enterprise is possible only under the conditions of changes that must
be adapted to environmental conditions, market trends and the activities of close or distant
competitors.

In modern conditions, a large number of industrial enterprises are transforming the
forms and methods of management. Enterprise management methods are mainly aimed
at stimulating or developing new economic relations. This leads to inefficiency of the
management system, as a result of which enterprises find themselves in a state of crisis,
which results in slowing down the economic development of both enterprises and the
country as a whole, and complicating the struggle of domestic enterprises with foreign
competitors.

Development of the enterprise means qualitative changes, growth and updating of
its economic system and organizational structure, increase of efficiency of functioning on
the basis of improvement of technics, technology and the organization of work in all
structural divisions, increase of quality of production and services, following market

trends and foreign trends.



In the economic literature, there are many definitions of "enterprise change". It

should be noted that in general, "change" - is the development of new ideas or models

of behavior [1, p. 247]. Change is an action that affects the significance or direction of

the process itself. Consider the opinion of various scientists to define the concept of

change in the enterprise, the data are given in table 1.1.

Table 1.1 — Characteristics of the essence of the category of *"change™

by various authors

Author

Definition

M. Besedin and
V. Nagaev

changes are transformations caused by the instability of the general
characteristics of the historical evolution of the conditions of the
organization, including factors of production and commodity
markets, geographical factors, intra-firm conditions, external
socio-political conditions and so on. The degree of change is
characterized by the familiarity of events, the pace of change and
predictability of the future [2].

V. Didenko

changes in the organization are due to the implementation of
innovations that may occur in the areas of: evaluation and changes
in the goals of the organization; changes in the structure, ie the
division of powers, responsibilities, division into departments,
services, units, committees, etc .; changes in technology, processes,
product designs; modifying the capabilities or behavior of

employees [3]

J. Harrington

change is the process of moving from the current state through the

transition to the desired state [11].

L. Belanger

change is the transition from the current state to the desired state,
when the current state is considered unacceptable, and the desired

state is considered adequate and expected by stakeholders. [5]




J. Huber changes in the organization are changes in how the organization
operates, who its members and leaders are, what form it takes and

how it distributes its resources [6]

O.Melnyk changes are different types of innovations and transformations that
can be skillfully combined in different directions (changing the
goals of the organization, organizational structure, technology,
technological processes, product designs, etc.) and are able to

prevent recessionary trends and ensure efficient use of available

resources [9]
Source: Created by the author on the basis [2,3,11,5,6,9]

Analyzing all these terms, we can conclude that change management is a

continuous multifaceted process in the enterprise, through which the organization
increases its competitive advantage through the timely use of necessary knowledge,
methods, tools and management principles, mandatory elements of which are
identification, collection, analysis, selection, forecasting, storage, distribution, use,
creation and sale of knowledge.

The new reality requires completely different skills of survival and the realization
that today there is nothing permanent, and the ability to change properly in time becomes
one of the determining factors of success of a modern enterprise. Because change affects
the interests of each member of the organization, they are a special object of management.

It should be emphasized that changes in the organization can be described as the
purposeful influence of management or top management on internal variables in the
organization due to internal or external factors that determine its purpose, structure,
technology and human resources.

The purpose of the change management process is to control change while
maintaining the integrity and quality of services provided in the production environment.
The concept and practice of change management has recently become very popular

among various organizations [4].



In entrepreneurship, the term "change" can have several meanings. This term
characterizes external changes in technology, consumer tastes, conditions of competition,
various social, political and other factors.

In addition to the external environment, "changes” also directly affect the internal
environment of the enterprise. They differ significantly from external ones, because they
arise under the influence of various circumstances in the enterprise, to which it can
respond quickly if necessary and adapt to the external environment of a particular industry
[2].

Some authors, when defining the term "change", define them "as the difference
between the real state and the desired, the realization of which comes from the increase
of external and internal information that causes organizational stress" [4].

Change management is a process that allows an organization to modify any part of
its structure, whether corporate or organizational, in order to function effectively in an
ever-changing environment. It includes actions designed to support, adopt and approve
necessary and agreed changes.

The main purpose of change should be considered to achieve higher results of
organizations, the development of advanced tools and techniques, the exclusion of routine
operations, the implementation of progressive changes in the management system. In fig.
1.1 shows a typical algorithm for forming a change management process in the

organization.



Determining the need for change

Defining the purpose and goals of change

Selection and formation of tactics for change

) - | » . .
Identify oppartunities for change Identifying the causes of resistance of staff ——»

Creating conditions for change ———————— Systematization of the company structure

Determining the persons responsible for
making changes

Choice of methods and tools for change

Analysis of staff readiness for change. Active
———— i
communication about change

Overcoming the reasons for the resizstance of
staff

| Improving the business process
mansgement system, making rational
Making changes > management decisions, adjusting the
management of the company’s potential and
| its assets

Evaluation of the results of the changes.
Analysis of mistakes

Figure 1.1 — Algorithm of the process of change in the organization
Source: Created by the author on the basis [51]

As can be seen from Fig. 1, the process of change covers a significant range of
necessary work and improvement of existing business processes in the enterprise. It
should also be emphasized that no change in the company can pass by the company's
employees, So an active communication company must accompany the process of change.
Otherwise, the company, both domestic and foreign, may face great resistance and
misunderstanding of the feasibility of change.

Scientists identify three main types of changes related to enterprise development:

- developmental changes. These are changes that relate to the time in which the
company recognizes a situation that should not be completely destroyed, but needs to be
improved. For example, the marketing team has not completed certain tasks on time or
the human resources department must find a better way to control the working hours of
employees and implement a modern accounting system for monitoring working hours.
Sometimes it is possible to find answers to all these questions by making a simple

modification that gives positive changes;

10



- transitional changes. These are the changes that occur when an enterprise tries to
enter a new "phase" in an organization. Company management can add a new department
or change procedures, or you can do something simple (or complex), such as moving an
organization to a new building. During this type of change, it is important to maintain
tight control over your employees for a certain and controlled period of time;

- transformational changes. These changes are often the result of transient changes.
Sometimes, as we move into a new phase of an organization's growth, new policies and
procedures are needed. Often these needs appear very unexpectedly, so the company's
management must be on guard during the transition period so that they can respond
quickly if necessary.

Consider the most common models of change management [6; 8; 9]:

1. Kurt Levin's model of change. He identified the main stages of the process of
organizational change:

1) "Defrosting”. At this stage, members of the organization receive information
about the real state of affairs in order to "shake" them and make them aware of the need
for change. Information on reform methods and their possible implications should be
provided here.

2) Motion. At this stage, the planned measures to change the relationship between
employees and departments are being implemented.

3) "Freezing". Measures are being taken to strengthen what has been changed.

Employees must see the effectiveness of the new, adopt new methods, support their use.

11



"Freezing”. Adopting
changes and following
new rules

"Motion". Learning and
adapting to change

"Defrosting” the style of
behavior before making
changes

Figure 1.2 — Kurt Levin's model of change

Source: Created by the author on the basis [9]

2. Model of changes "Force field". The model is based on the analysis of factors
(forces) that can contribute to change or, conversely, to inhibit it. It is assumed that under
any circumstances there are two groups of forces: driving and deterrent, and these forces
are possible both within the organization, for example, in people's behavior, in resources,
and outside it - in the processes taking place in the country. The structure of the model is
shown in Fig. 1.3.

3. ADKAR model. ADKAR (Awareness Desire Knowledge Ability
Reinforcement) is a practice-oriented model of change, consisting of five consecutive
steps:

1) awareness of the need for change. At this stage, the grounds for change are

described:

12



2) desire and readiness for change. At the stage, a decision is made to support
certain changes, which are achieved only if they are understood as necessary;

3) knowledge of how to change. At this stage, knowledge is formed about how it
IS necessary to change, and also contains the necessary knowledge, skills, abilities to

change;

Changes
Factors contributing to The current
change state Factors hindering change
Changes

Figure 1.3 — Power Field Change Model
Source: Created by the author on the basis [46]

3. ADKAR model. ADKAR (Awareness Desire Knowledge Ability
Reinforcement) is a practice-oriented model of change, consisting of five consecutive
steps:

1) awareness of the need for change. At this stage, the grounds for change are
described;

2) desire and readiness for change. At the stage, a decision is made to support
certain changes, which are achieved only if they are understood as necessary;

3) knowledge of how to change. At this stage, knowledge is formed about how it
IS necessary to change, and also contains the necessary knowledge, skills, abilities to
change;

4) the ability to implement change. The stage involves demonstrating the
applicability and attractiveness of change, as well as identifying barriers that may hinder

change;

13



5) providing support for change. Their stabilization and acceptance are achieved
through feedback, bonuses, performance appraisals and corrective action.

4. EASIER model. The EASIER model is a change management model used to
analyze strategy and applied in a situation of any complexity related to change.

These concepts of organizational change management are the most common. Most
concepts describe the sequence and content of the stages of organizational change, but
are significantly limited in practical application. Some of them are aimed at identifying
the causes of resistance to change and describe readiness for them.

Thus, change can be defined as a transition to a qualitatively new level of
development of the organization, which allows to expand the idea of competitive
advantage and rethink the potential of both employees and departments of the
organization, to achieve a new position in the market of products / services. . Changes
depending on their depth and nature vary from constant functioning to complete
restructuring of the organization, when there is a fundamental change. Each type of
change is due to changes in the external environment, as well as the strengths and
weaknesses of the organization.

As for the practice of economic activity of the organization, it is necessary to use
models depending on the task and the available opportunities, the chosen path
(revolutionary or evolutionary changes), the size of the organization and the scale of

planned changes. Therefore, it is better to use different models depending on the situation.

1.2. Classification of change management in the enterprise

At each enterprise changes take place in different directions and with different
intensity. That's why change management needs to know exactly what class of change
belongs to what is currently happening in their organization.

As stated in the first part, there are three main types of changes that affect the
development of the enterprise: developmental, transitional and transformational changes.
All these changes have their purpose and strategy, so we can classify the changes as:

strategic, structural, process-oriented and human-oriented.
14



Also, changes can be divided according to their mode of occurrence into planned,
unplanned and therapeutic. According to the way changes take place in the enterprise,
they can be evolutionary and revolutionary. But none of these classifications fully covers

all aspects of change in the enterprise.

Classification of changes

Changes that are related to people Changes that affect the organization Changes related to systems

1. Leader change

1. Personal changes
2. Changes in culture
3. Human-oriented change
4. Social change
5. Customer interaction management

2. The structure of change
3. Reengineering
4. Additional organizational changes
5. Major organizational changes
6. Disbandment of units
7.Changes to the rules
8. Acquisition
9. Merger
10. Consolidation
11. Strategic changes

1. Process-oriented changes
2. Technological changes
3. Changing the system
4. Continuous improvement
5. Constant changes
6. Transactional changes
7. Changes introduced by TQM
8. Structured quality improvement
9. Benchmarking
10. Business process reengineering

Figure 1.4 — Classification of changes
Source: Created by the author on the basis [3]

As can be seen from this classification, all changes present in the organization can
be divided into 3 categories: changes related to people, changes that affect the
organization, and changes that relate to systems. Each of the categories includes a list of
changes specific to it. To better understand the meaning of change categories, it is
necessary to understand the meaning of the key types of change that fall into these three
categories. For example, changes in culture, which fall into the category of changes
related to people, mean that a change in culture in the organization is aimed at changing

the behavior of employees of the organization. Some examples of cultural change include
15



reward and recognition programs, employee empowerment, and training. Human-
centered process change attempts to change the attitudes, behaviors, skills, or productivity
of employees within an organization. Such a change can affect employees and their
behavior in many areas [4].

Social change includes a large set of goals that organizations have created around
people. These include workforce authorizations, cooperation agreements, and personal
organizational needs [5].

If we consider the category of changes related to the organization, then, for
example, changes in the structure of the organization may occur due to external
influences. Structural changes may be related to structural characteristics, administrative
procedures or management system [4].

Reengineering-oriented change focuses on ensuring major structural changes in the
organization. Implementation of these changes usually focuses on day-to-day tasks or
procedures. The goal is to significantly improve productivity, efficiency, quality or
customer satisfaction [6].

Disbandment of a business means that the firm loses part of its assets. This can lead
to the sale or disbandment of an entire business unit or unit [7].

Consolidation, as a type of change in the organization, means the merger of
individual companies, functional areas, or production lines into a single organization.
Consolidation differs from a merger in that a new organization is created as a result of
consolidation.

The main types of changes that belong to the category of changes in the system
include process-oriented changes, the purpose of which is to increase productivity.
Process-oriented changes affect how an organization provides services, manufactures
products, or processes modern business practices [4]. Changing the system means
accepting the changes that the organization is going through and the changes in the heart
of the organization. Such change is systematic, requires time, planning and patience. Such
a change cannot be made only by configuring the elements of the system separately [8].
Transactional changes occur in a situation in which the organization experiences some

features of change, but the fundamental nature of the organization remains the same [9].
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One of the types of changes that are often made in the company is the adoption of
TQM rules, ie total quality control. TQM's efforts are aimed at continuous improvement
of the organization. These efforts include using a team of employees to generate and
implement ideas to improve the organization. This type is a gradual improvement of the

organization, not radical or sudden.

1.3.  Methodological tools for change management in the enterprise

Modern methods of change management have proven their effectiveness in modern
management practices of foreign enterprises and companies. Scientists have developed a
variety of methods of strategic change in enterprises that can be used in the process of
change management in companies.

Traditional methods of change management in enterprises are classified into three
areas:

The first method focuses on people and the culture built in the company. The tools
of this method are largely designed to actively involve and participate in the change
activities of most employees. If successful, this method improves individual and group
processes in solving problems and speeds up the decision-making process, forms a
fundamentally new type of communication, attitude and attitude of employees to work,
perception of employees and participation in the company, etc. Changing the
organizational culture directly affects the level of acceptance of the company's values,
agreement and perception of the company's values, forms the behavioral expectations,
location and appropriate behavior of workers. [12]

This method includes the following tools:

- discussion of the results of analysis and systematization of organizational design.
The tool includes: interviewing and gathering information from members of the
organization or working groups;

- translation of the obtained data into an understandable format and preliminary

analysis;
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- bringing the analyzed data to the relevant persons from whom they were obtained.
After receiving feedback, employees should begin to use the information to plan their
actions to address specific problems. This tool is part of the research-action model. The
main purpose of the tool is to improve relations between members of working groups and
units by discussing and formalizing common problems;

- Team building tool. The use of this tool is that all members of the working group
diagnose teamwork and plan changes to improve the effectiveness of group work,
formalize errors and develop algorithms for overcoming them in the future. The tool
emphasizes the following aspects: setting group goals and priorities; analysis of
performed group work; study of how group work is performed; study of relations between
group members in the process of work;

- Tool for advising on the process. The application of this tool includes the
assistance of external or internal consultants to managers and employees of the enterprise
in the perception, understanding and action during the processes that take place in the
work environment. Basically, these processes are how people do work, including their
behavior in meetings, formal and informal interactions at work, and other patterns of
behavior related to the performance of tasks;

- Tools aimed at creating quality of life programs in the process of performing work
responsibilities. Such programs are activities carried out by the organization to improve
the conditions of activity that affect the results of further work. Most tools in creating
programs of this type focus on the implementation of issues and comments on safety and
health, in the performance of duties and work, external security of the enterprise, the
ability to participate in decision-making, opportunities to develop talent and creativity of
employees, increase the importance of work , control of overtime hours, protection from
encroachments at work, opportunities to meet social needs;

- Management tool "high commitments - high results". This tool emerged as a result
of radical changes in enterprise management and aimed to change the culture of the
organization, strengthening its element of involvement in the work. The tool combines

technical aspects and group work in an attempt to create in employees a sense of
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ownership of the process, ie to perform work at a level where no one else could perform
it and the attitude to the process as their own business; [13]

There is also another group of change management tools, the tasks of which are
focused on a high level of task performance using advanced technologies and innovations.
The tools mainly focus on making changes directly in the performance of duties and work
by employees, and in the performance of tasks in groups. In this regard, the main attention
IS paid to the technological processes and tools used to perform certain tasks.

This group includes the following tools for use:

- a tool for continuous design of work performance, as a basic approach to change.
This tool is a consciously planned systematization of how a particular job is performed.
The purpose of this tool is to increase employee motivation and involvement, increase
productivity and improve overall performance. Practice has shown that this tool
contributes to the successful solution of problems that arise in people in the process of
work;

- A tool for using socio-technical systems. This tool is designed to design working
time and at the same time is a method of change, focused on the tasks and the use of
technology. The use of the tool mainly focuses equally on the technological and social
aspects of the organization, optimizing the relationship between these two components,
thereby increasing organizational efficiency. This tool usually involves a radical redesign
of the work, taking into account the interests of both technology and employees;

- Business process reengineering tool. This tool, associated with a more radical,
redesign of the enterprise process, is aimed at streamlining, systematizing business
processes, reducing costs or costs of products or services, improving the quality and
efficiency of the company. The essence of the reengineering tool is very similar to the
organizational diagnosis and implementation of organizational changes in terms of what
is asked "why do we do it?". Reengineering is accompanied by the following typical
changes in the organization: functional units are replaced by process; narrow
specialization is replaced by wide; controlled role behavior is replaced by empowering
employees; evaluation of work on actions is replaced by evaluation of results; managers

from supervisors become coaches; structure with vertical turns into horizontal;
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- General quality management tool. This tool aims to anticipate the needs and
expectations of the consumer in terms of quality. Achieving quality in the organization
means that all types of work and activities, all processes are performed in a way that meets
customer requirements, including time and cost savings. An important part of this method
iIs related to technology. The other part of the method is culturological, most employees
should unite around such organizational value as quality in everything, and should be
authorized to make the necessary changes;

The last group of tools includes tools that focus on the structure and strategy of the
company. Organizational change programs are often associated with changes in the
organizational structure and strategy of the company, respectively, in the culture. These
changes can change the corporate relations in the company, which involve major
reorganization changes in the enterprise. Changes in the organizational structure involve
reshuffling of positions or roles and reorientation of links between them, as well as
between working groups and departments. Changes in strategy include a review of the
organization's mission and goals and objectives.

Added tools include:

- Tools for implementing an adaptive organizational structure. As the company
grows and develops, its development slows down. The company's management is faced
with the need for systematic changes to move to new management methods. To do this,
the company and its structure must have the characteristics of flexibility and adaptability.
The company must meet the following requirements: to create a parallel organizational
structure in which simultaneously or in parallel coexist the main and "additional"
structures. In this case, the parallel structure deals with complex problems that the basic
or formal structure either does not want or is not able to solve. The matrix organizational
structure is typical of organizations that experience limitations of a mechanistic and
bureaucratic nature. Matrix structures represent a kind of balance between the use of
resources through products or objects and through functions; by its nature, the matrix
structure of the organization has a high ability to apply. Network structures have the

features of both matrix and parallel structures and emphasize complex information
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technologies that coordinate the activities and work of network participants; managers in
such organizations act as distribution panel operators, coordinating and controlling; [22]

- Tools for strategic change. Strategy changes are a complex and multifaceted type
of organizational change. The classic of this tool is an open planning system that helps
the organization to conduct a systematic assessment of the environment and develop a

strategy that can cope with the external environment.
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CHAPTER 2.
DIAGNOSTICS OF THE CHANGE MANAGEMENT PROCESS

OF “EUGENE” LLC

2.1. Current trends in the global and domestic market of commercial real

estate services

Ukraine, like the rest of the world, has faced a coronavirus pandemic that has led to
an economic crisis, but it will change even more after the end of wartime in Ukraine. Of
course, the market of development services was not and will not be an exception. At
present, no one can predict what the outcome of the crisis will be after the war and how
long it will take to rebuild the country and restore business. But with all these external
factors of the crisis, the main trends of recent years in the development market are still
unchanged.

If you look at the statistics of 2020, the investment attractiveness of construction
remains. This was due to the fact that the banking system had a relatively low level of
confidence among Ukrainians, so investment in housing remained and remains more
reliable and secure. This is precisely the deferred capital that was involved in the pandemic,
and which will now look for points of application.

2021, as well as 2020, will also bring an increase in the cost of square meters by 5-
7%. One of the reasons for which will be the rise in price of building materials and
construction and installation work.

But, despite rising prices, most buyers prefer to invest in quality projects, which
include new housing formats, the so-called city within a city, and various multifunctional
housing estates with developed infrastructure. Eco-complexes with artificial or natural
reservoirs and green areas will also be of interest.

And these trends are not unique to Ukraine, they are global. In the study "Emerging
Trends in Real Estate® Europe 2021", conducted by PwC in conjunction with the Urban
Land Institute, these trends are among the first.
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An international study notes an increasing focus on environmental, social and
management issues. These themes play a key role in reassessing the role of real estate in
society and how it affects people's lives, their work, the specifics of consumption and
leisure.

Of course, the real estate market and the actions of central and local authorities have
a significant impact. In Ukraine, 2020 was marked by the reform of public administration
in the field of urban planning. In March 2020, the Cabinet of Ministers adopted Resolutions
218 and 219, which liquidated the State Architectural and Construction Inspectorate and
stopped the inspection of construction sites and urban planning facilities.

Unfortunately, no further steps were taken in the development of the decisions taken,
and the market remained in a "suspended state" until the end of the year. Only on December
16, at a meeting of the Cabinet of Ministers, control in the construction sector was restored,
and on December 23, a decision was approved to establish a new body - the State
Inspectorate for Architecture and Urban Planning, as the central executive body.

If we analyze global trends, the prospects for the global construction industry are
promising. The main drivers of market growth are the growth of urbanization and
population, the housing market and infrastructure.

The development trends of the construction industry in 2022 include but are not
limited to increasing demand for green buildings to reduce the carbon footprint of
buildings; wider application of building information systems (BIM) to achieve efficient
building management; use of fiber-reinforced polymer composite materials, realize the
restoration of the aging structure of sustainable development and so on.

Infrastructure investment is critical for the most advanced economies and countries
in the early stages of development. For developing economies, infrastructure such as the
construction of roads and the installation of reliable electricity will have a transformative
impact on citizens' lives and business prospects. In more mature economies, keeping up
with demand and building new and upgraded infrastructure is also the key to sustaining
economic growth.

The construction industry not only has a direct impact on the global economy but

also has important links with other industries, which means that its impact on GDP and
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economic development far exceeds the direct contribution of construction activities. The
improvement of infrastructure promotes GDP growth, and the availability of infrastructure
can increase productivity and promote competition and cooperation.

The construction industry has more than 100 million jobs worldwide, accounting for
6% of global GDP. The added value of the construction industry accounts for about 5% of
GDP in developed countries, and 8% of GDP in developing economies. It is expected that
there will be a large amount of infrastructure demand in the next two decades. By 2040,
global infrastructure investment is estimated at 3.7 trillion US dollars per year. It should
be considered that the Americas and Africa have the largest infrastructure investment gap
compared with other regions.

The scale of the world construction market is constantly expanding. According to
market survey data, the scale of the world construction market has grown from USD 9.5
trillion in 2014 to USD 11.4 trillion in 2019, with a compound annual growth rate of 3.71%
from 2014 to 2019.

It is predicted that the total output of the global construction industry in 2030 will
increase by 85% compared with 2014, reaching 17.5 trillion US dollars, with a compound
annual growth rate of 3.9%. The cumulative output value of the global construction
industry from 2016 to 2030 is expected to reach US$212 trillion.

The construction industry is very important to the EU economy. It provides 15
million direct jobs and contributes about 4.84% of the EU’s GDP. In the European Union,
the construction industry also creates new jobs, drives economic growth, and provides new
solutions to social, climate, and energy challenges. From 2010 to 2018, the added value of
the construction industry in the 28 EU countries maintained an overall growth construction
trend. In 2018, the added value of the construction industry in the EU reached 777.797
billion euros, a year-on-year increase of 6.4%.

In 2022-2025, the construction market may change significantly. It is expected that
the impact of the new development will lead to the emergence of a large number of
progressive and modern projects, which in their quality will be competitive with the world's
best models. New business, new large-scale projects - this is the future of the primary

housing market in Ukraine.
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2.2. Evaluation of the current business model of “Eugene” LL.C

The development direction of Smart-Holding is represented by Smart Urban
Solutions. The company is implementing a reconstruction project for Troitskaya Square,
which includes a class A business center Troitsky Business Center, a food hall, a two-
level underground parking and a coworking space. Initially, the project implementation
plan was planned in 2 stages.

The first stage includes several stages. The first of them was implemented in 2012
and is timed to coincide with the final part of the 2012 European Championship in
Ukraine. Then, the territory of Troitskaya Square was landscaped with replacement of the
coating and an underground parking for 360 cars was built. The second stage provides for
the development of an underground food hall with a total leasable area of 12,060 sq. m.,
coworking and construction of a business center A class Troitsky. The Smart Urban
Solutions portfolio of projects also includes a network of micro-district-format shopping
centers with a total leasable area of about 80,000 sq. m. The company employs about 140
people, highly qualified specialists in their field.

Smart Urban Solutions is also the business owner of East Solution Group, a
commercial real estate operator. 11 Amstor shopping centers with a well-thought-out
concept and a good location in 7 cities of central and eastern Ukraine meet the maximum
market requirements. Amstor successfully cooperates with large retail chains in Ukraine,
such as Brocard, Silpo, Comfy, and opens new opportunities for small and medium-sized
businesses. The total area of the shopping center is over 80 thousand square meters.
Cooperation with the flagships of Ukrainian retail, confirms compliance with retail space
to the highest standards.

If we consider real estate management as a part of business activity, we can say
more that such activity is more focused and focused on the owner of the real estate object.
In modern world practice, "real estate management™” means the actions of a management
organization, management operator or company in relation to real estate, aimed at

achieving the goals set by the owner of the object.
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The management company must ensure high professional management of the real
estate object, supervise current and capital repairs, technical control of the actual
condition of the real estate object, preventive works and other works on the maintenance
of the real estate fund.

In the world practice of commercial real estate management there are three
management models:

1. technical condition management - Facility management;

2. property management - Property management;

3. asset management - Asset management.

These models reflect, first of all, the degree of participation of the management
company in the management of commercial real estate.

The Facility management model provides services to the owner of the real estate to
organize the technical operation of the object. The main objectives of management on
this model are:

- rational use of the facility based on cost reduction and increasing the quality of
services provided,;

- timely work to eliminate defects in the object.

This model is aimed at solving the problems of maintenance, repair in isolation
from other stages of the life cycle of the object. Therefore, Facility Management can be
called the technical management of real estate, namely a set of principles, methods, tools
and forms of management of the technical condition of the building, its infrastructure.
[13]

The Property management model complements Facility Management by providing
commercial management services, which is related to the operation of real estate from a
commercial point of view and consists in servicing lease agreements, working with
tenants who provide the main income from commercial real estate.

Thus, the difference between these models is their target settings, namely, Facility
Management aims to rationalize costs and, consequently, increase revenue. In turn,

Property management is aimed at finding and attracting additional sources of income.
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Therefore, Property management should complement Facility Management in the field of
commercial management.

The Asset management model includes the management of the real estate
investment portfolio (asset management) and consists in the comprehensive management
of real estate - from the distribution of powers to organize management to determine
responsibility for the quality of services. Asset management includes both functions of
the considered models (marketing, renting, re-profiling), and additional - financial
management (management of financial flows and risks).

Using this model in conjunction with the Facility Management model can increase
the profitability of the facility by reducing its maintenance costs. However, in this case,
Facility Management must be self-implemented, and not be part of Asset management.

It is also necessary to consider another format of commercial real estate
management, which is defined by the term development.

A certain place in the real estate market is occupied by entrepreneurial activity, the
format of which is related to the creation and development of land, territories, buildings
and other real estate. This activity is called development.

Real estate development is a multifaceted business that covers a variety of activities
- from the reconstruction and lease of existing buildings or structures to the purchase of
land, the development of a construction project on the purchased land or the sale of
improved land. It also includes the processes of calculating the budget of financing and
investment for the purchase, organization of financing of the investment project,
including its design, construction, sale of the object in whole or in part. Investment
financing in the use of development takes place either independently or with the
involvement of other participants as contractors and co-investors. A professional
company that initiates, coordinates and implements a selected solution for real estate
development is called a development company. [51]

If we talk about the business model of Smart Urban Solutions business, we can
confidently say that this business model of commercial real estate management is a

development form of commercial real estate management with the maximum level of
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business risk reduction based on uniform use of 3 models of commercial real estate
investment portfolio management.

The model of management of commercial real estate is formed using the features
of each management model using the principles of world practice. If we consider in more
detail, we can form a management model as follows:

- Formed operating portfolio of commercial real estate. Smart Urban Solutions acts
as a management operator;

- Developed investment portfolio of commercial real estate. Smart Urban Solutions
acts as a customer of a development project development, a consultant of service
functions, a service provider.

The Smart Urban Solutions Group acts as a developer, and the developer is a
commercial organization that initiates and organizes the best possible options for the
development of real estate, including project financing and the implementation of the
created real estate.

The responsibilities of the Smart Urban Solutions group of companies as a
developer include:

- selection and definition of the conceptual commercial idea of the project,
calculation and forecast of the received benefit in case of coordination of project
realization, definition of the final point of project realization (renting, sale or operation);

- selection of a site that optimally corresponds to the conceptual idea and
acquisition of rights to it, documentation and design in order to reduce possible risks in
the implementation of the investment project;

- formation of the marketing concept and strategy, formation of the plan of
realization of marketing strategy;

- search for mechanisms to attract investors (including through the development of
collective investment schemes or partnerships, strengthening ties with financial
institutions);

- organization of project financing, construction of financial analytics and

accounting for the implementation of the development project;
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- organization of the design process and milestones and construction
implementation. Management of design processes at all stages and processes of
construction and project implementation;

- Lease of the completed object with further operation or sale of the object.

The Ukrainian development market is still underdeveloped, so there is a need to
identify development as a special form of entrepreneurial activity in the real estate market,
which is one of the conditions for active learning of world experience in entrepreneurship
in this area of market economy. At the same time, the direction of development is
interesting in the current conditions of constant change for the country and potential in
the future.

For example, the construction industry in the United States is quite developed.
More than 96% of the residences are equipped with modern sanitary facilities, and the
design, construction, and decoration of the residences are of a high level. Modern
residential areas in the United States are developed based on traditional residential
quarters. After decades of hard work and exploration, they have shown good results in
community planning, design, residential building and community environmental
construction, and property management. Its living environment, and ecological
environment are of high quality, ranking among the world's leading levels. In 2018, the
added value of the U.S. construction industry reached 839.1 billion U.S. dollars,
accounting for 4.1% of GDP.

The Ukrainian construction industry does not have such significant indicators and
is only developing.

Depending on the functional focus, there are office, retail, residential, hotel, sports,
entertainment, recreational and combined development.

The business direction Smart Urban Solutions has almost all forms of development
in its portfolio. The company's assets, as mentioned above, include shopping malls,
hotels, offices, and development projects for implementation in the form of FootHall in
the center of Kiev, coworking and business center class A Trinity.

More precisely, the relationship between the companies of the perimeter Smart

Urban can be seen in Fig.2.1.
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Fig. 2.1 Model of interaction of companies of perimeter
Smart Urban Solutions

Source: Created by the author on the basis of her own research

Consider in more detail the essence of the phenomenon of development in the
system of companies of the perimeter Smart Urban Solutions. In general, development is
expressed in different ways, depending on the use of the direction. Development can be
considered as:

- a special type of business activity for the purpose of making a profit due to
transformations of material processes;

- creation of real estate as a result of construction (repair) and other works with
buildings, structures or land;

- design of a real estate object into another new real estate object (change of

functional purpose), which has a higher value than the initial one.
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Development can also be considered from the standpoint of management. From
this perspective, development acts as a project management, in which the developer acts
as a developer or designer and acts on behalf of the investor, while performing project
management functions.

There are also interpretations of development from an investment point of view. In
this case, development is understood as a method of organizing the investment process in
a way that involves the organization and format of financing and implementation of the
project for the development of real estate by the developer, restrictions on certain
implementation times and relevant budget decisions.

Today, almost all construction companies engaged in housing or commercial real
estate construction call themselves developers, because most of the land plots on which
construction can be carried out are completely unprepared: there is no legal registration,
engineering networks, etc.

Development as a form of entrepreneurial activity is expressed in the investment
process of development or creation of real estate, which includes starting with the
selection of a team of project participants, market research, marketing activities, design
stages, construction, financing, accounting, property management etc. The field of
development requires large investments with a long cycle, a clear analysis of the
attractiveness of the development investment project, analysis and forecast of the project
financing format, and as a result real estate can generate regular cash flows for the

customer and owner of commercial real estate.

2.3. General characteristics of “Eugene” LLC

Eugene Ltd. in the system of companies Smart Urban Solutions is mainly a
company whose main activities are:

1. Organization of construction of buildings (structures);

2. Provision of other ancillary commercial services;

3. Hotel activities;

4. Purchase and sale of own real estate;
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5. Leasing or operation of own or leased real estate;

6. Real estate agencies;

7. Management of real estate for remuneration or on a contract basis;

8. Activities in the field of law;

9. Activities in the field of accounting and auditing; tax advice;

10. Advising on business and management;

11. Research of market conditions and identification of public opinion.

If we consider the organizational structure, the company has a linear-functional
structure using a matrix with the characteristics of the matrix structure in the formation
of project teams.

According to the PMBOK guide, which is de facto a desktop book and a real guide
for all project managers who want to pass the PMI (Project management institute) exam,
matrix organizations can be divided into weak, balanced and strong depending on the
relative the level of authority and influence of functional managers and project managers.
Also, it should be noted that the advantage in authority and the ability to influence the
state of affairs between functional managers and project managers - is one of the defining
characteristics in the division of the matrix management structure into groups.

A strong matrix structure is characterized by the fact that the project manager has
much more power than functional managers. This allows him to have easier access to
resources, including human. An assertive, energetic project manager receives not only the
necessary resources, but often more than is necessary to complete the task.

Weak matrix structure is characterized by greater power of functional managers. In
general, this situation contradicts the general ideology of building a matrix organization,
but often arises during restructuring. What is interesting in this case is that within the
matrix structure, functional managers no longer manage the work performed by their
people. In this case, there is a "double subordination”.

Between these two types is a balanced matrix structure, where the powers of
functional managers and project managers are the same, and neither can force the other

to carry out any orders.
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If we analyze the organizational structure of the perimeter of Smart Urban
Solutions, it is safe to say that the organization has the characteristics of a balanced matrix
structure, and this is reflected in the bilateral influence of the project manager on a par
with functional managers, on finance, human resources, design, etc. . The organizational
structure is presented in Annex 1.

This version of the organizational structure increases the level of competitiveness
of the group of companies in the market of commercial real estate management and
development of development projects.

For a more detailed analysis of competitiveness, we will conduct a series of
analyzes of the company and competitors on the example of a large development project
in the center of Kiev, which is expressed by the operational management of shopping
centers, hotels, offices and development projects in the form of FootHall in the center of
Kiev, coworking and business center class A Trinity.

Therefore, analyzing the external environment, we can say the following:

M. Porter's five competitive forces:

The threat of the emergence of substitute products:

- there are high risks that competitors will begin to implement their projects in close
proximity to Smart Urban Solutions projects. For example, Ocean Plaza can start active
promotions to activate its foot zones or expand the area of the shopping center with the
addition of entertainment zones;

- risks of expansion of shopping centers in small areas (up to 20 thousand square
meters) in the sleeping areas of the central regions of Ukraine, which will lead to the need
for modernization of existing shopping centers and a change in the competitiveness of
these shopping centers;

- freezing of the implementation of projects and designing and life of a commercial
non-violent bridge in the city of Kiev;

- great bureaucratic part of the documentary weather permitting documents for the
design and life, the possibility of changing the legislation of Ukraine;

The threat of new players appearing:
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- the risks are low, due to the large number of permits for representation on the
market, and the large volume of investments in the sale of commercial real estate. The
difference between commercial and residential invisibility is that investments in
residential real estate of the Company are shared with investors (future owners of
apartments), in commercial real estate it is necessary to have a reserve of funds for the
implementation of the project or to be able to attract external investment.

- a greater risk may lie only in the entry of foreign investors or foreign development
firms into the Ukrainian market;

- the state of wartime in Ukraine devalues the position of any player in the
commercial real estate market and shakes the economic stability of any interesting
development project.

The power of suppliers:

- high risks in relationships with suppliers and general contractors. The complexity
of checking the volume of construction work performed, materials used and the quality
of materials. For each of the stages, laboratory studies are provided on the quality of
materials and scope of work, but these studies are expensive and extend the project
implementation time. Also, suppliers most often use imported materials that are imported
into Ukraine for foreign currency. The instability of the national currency also increases
the cost of the project;

- martial law put at high risk the supply of any supplier. Delivery is possible only
with 100% prepayment and adjustment of the currency difference in the event of a sharp
depreciation of the national currency;

- dependence on logistics, increasing the cost of fuel, the availability of direct
flights;

The power of consumers:

- if we are talking about commercial real estate, then the level of consumer
concentration has reached its peak. In Kiev, as in other cities and in all major cities of
Ukraine, a large number of shopping centers prevail, and the Amstor shopping center is
becoming more and more difficult to compete in the commercial real estate market, the

Troitsky business center will be a unique structure in terms of its concept and location,
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but there are risks that the tenants of such business centers both Gulliver and the 1Q
business center will not want to move, even if they are in even more comfortable
conditions;

- The realities of wartime threatened the very existence of the entire commercial
real estate market and the number of potential customers has changed. Growth trends in
demand will be able to predict the capabilities of the commercial real estate market until
the end of 2022.

Competitive level:

- existing barriers to entry into the market in the form of patents, licenses;

- a slowdown in the percentage of market growth associated with the Covid-2019
pandemic and the military situation in Ukraine;

- a high level of saturation of the market in Kiev, but a lack of saturation in large
cities of Ukraine;

- a high level of brand awareness of competitors and a high level of loyalty and
trust in competitors;

- a high level of political influence of the owners of competing firms.

When analyzing Porter's five competitive forces, we can conclude that:

- The company needs to quickly make a decision about the implementation of
projects and their investment scheme.

- implement projects using the concept of adaptability and rapid transformation (for
example, with the possibility of changing the concept of providing rental services for real
estate without repair / initial repair / turnkey repair; have calculated financial models of
capital costs and the possibility of ordering material and services, implementation in a
short time);

- to analyze the market of competitors' projects as much as possible in order to
adapt their projects;

- carry out active communication and positioning with the brand “here and now”,

and not when launching a project in full.
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To form a map of strategic groups of competitors, a group of companies that
operate in the same market were analyzed according to the following criteria on a point
scale from O to 3:

1. Market share by projects;

2. Price per square meter;

3. Company image;

4. Number of completed projects;

5. Position on sustainability.

The results are shown in the table2.1:

Table 2.1 - Strategic groups of competitors

Number of
Market Image of | implemented | Market Image of

Company Position share Price firm projects share Price firm
Great

Stolitsa Group 1,00 3,00 3,00 3,00 1 13,50% Low price image
Great

InterGalBud 0,89 2,00 3,00 3,00 2 8,10% Low price image
KAN Normal
development 0,56 2,00 1,00 2,00 7 7,60% High price image

Bad

Kyivmiskbud 0,56 2,00 2,00 1,00 - 7,60% Middle price image
BUD Normal
development 0,44 1,00 1,00 2,00 2 4,20% High price image
Great

Smart Urban 0,67 - 3,00 3,00 - 0,01% Low price image

Market share

300 Stolitsa Group @

2,00 = -
kAN development InterGalBud

BUD development

0 20 0,40 0. 60 0,80
Smart Urban

'}

Pic. 2.2 Map of strategic groups of competitors
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Source: Created by the author on the basis of her own research

As can be seen from the strategic map of competitors, due to the low level of
implementation of commercial real estate projects in the city of Kiev, the company has a
low market share, but thanks to the high level of the Company's image, the Company has
a high level of trust and loyalty of potential Clients.

But our closest competitor, BUD development, has already 2 completed projects,
but at the same time, Smart Urban Solutions has a higher level of image in the market,
which means that in the case of a project, the interest of potential clients will be higher
than in BUD development projects.

The next step in the analysis can be done by VRIO analysis. VRIO is a structure of
business analysis, which is part of a broader strategic scheme of the firm. The basic
strategic process that any firm goes through begins with a statement of concept and
continues with goals, internal and external analysis, strategic choice (both at the business
and enterprise levels) and strategic implementation. The company expects that the process
will lead to a competitive advantage over the market. VRIO is part of the internal analysis
of these procedures. However, it is used as a basis for assessing almost all the resources
and capabilities of the firm, regardless of what stage of the strategic model it is.

The main question posed by VRIO for internal analysis is: "Is this resource or
opportunity valuable to the firm?". Determining value is whether it uses the resource for
opportunities and tries to reduce market threats. If he performs at least one of these two
functions, it can be considered a strength of the company.

However, if none of these things work - opportunities are not used and the threat is
not mitigated - this is an indicator of weakness. The results of the analysis by the VRIO
method are shown in table 2.2.

As can be seen from the analysis, the Company has a sustainable competitive
advantage, which is due to the high value of the project, the complexity of imitation, the

lack of alternative projects, and which is supported in implementation and organization.
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Table 2.2 Analysis of the strategic efficiency of resources and opportunities.

VRIO Analysis
Resources/ Difficult Supported Competitive Perfor-
. Valuable? | Rare? ; by O
competencies to Imitate? . Implications | mance
Organization?
Sustained Above
Finance Yes Yes Yes Yes Competitive
Norma
Advantage
Sustained
Experience Yes Yes Yes Yes Competitive | Not Norm
Advantage
Sustained
Management Yes Yes Yes Yes Competitive | Not Norm
Advantage
Sustained
Innovation Yes Yes Yes Yes Competitive | Norm
Advantage
Sustained
Iniquenes Yes Yes Yes Yes Competitive | Norm
Advantage
Brand and Sustained
: Yes Yes Yes Yes Competitive | Not Norm
Reputation
Advantage

In today's market development, companies that are rooted in it, and those that are
just entering the market, have more and more difficult. Their problems are associated with
a high level of fierce competition, an excess of similar goods and services, oversaturation
of advertising and information flows, growing consumer demand for product quality, with
constant changes in market conditions and capacity, as well as innovations seeking to
gain more and more . Therefore, for the successful survival and functioning of the
company, improving the quality and competitiveness of its products, it is necessary to be
able to anticipate the difficulties it may face in the future and new opportunities that may
open up for it. That is, companies need to identify priority areas for development, develop
business plans, adapt to changes in the external environment, use new technologies to
organize management processes, change business strategies, and therefore - to carry out
strategic management. One of the main tools of strategic management that evaluates the
complex of internal and external factors that affect the development of the company is a
SWOT-analysis.
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The results of the analysis by the SWOT method are shown in table 2.3.

Analyzing the SWOT data, the following conclusions can be drawn:

The strategic goals include:

- the implementation of the Smart City Olympia project and the improvement of
Troitskaya Square, the embodiment of the idea of creating a new public space with a high
level of attendance and customer traffic, the presentation of the space for the city and the
attraction of tourists to Ukraine, in order to increase public loyalty to the Smart Holding
brand and its main shareholder.

Main tactical goals:

- development of the umbrella brand Smart City Olympia, which will unite all
objects on Troitskaya Square;

- implementation of the construction of the Foot Hall;

- implementation of the construction of a coworking project, determination of
options for internal content for sale / sale or lease to 1 tenant or a large number;

- design of the Troitsky business center, development of architectural and design
solutions, settlement of issues of the requirements of the norms of urban planning and
improvement of the city of Kiev, implementation of the construction and commissioning
project, attraction of tenants;

- improvement of the territory of Troitskaya Square, breaths in the subway, signs
and locations around the city and surrounding areas; - launch of a single project and space

in the city of Kiev under a single brand Smart City Olympia.

Table 2.3 SWOT analysis

Weak sides: Strengths:

- unworked point solutions; - no need to agree on permits;

- tight deadlines for implementation; - the uniqueness of the project;

- possible miscalculations and growth in the | - the complexity of repeating the project;
exchange rate; - the uniqueness of the location of the

- rise in prices for building materials; project;

- martial law in Ukraine; - ambition; -

- a long time to restore the economic financial stability of the project;
condition of the country;

39



- loss of business during martial law in
Ukraine;

- a significant reduction in the company's
capitalization, which affects the investment
attractiveness in the future;

- high level of dependence on suppliers;

- changed trends in the commercial real
estate market towards smaller forms of
commercial real estate;

- the focus of the development business on
housing design and construction;

- reducing the trend of travel, a significant
reduction in the ability to load the hotel
business;

- poverty of the population and reduction of
purchasing power;

- risks of increasing the size of the tax
burden;

- risks of increasing the amount of utility
bills for existing facilities

- interest of foreign financial
Institutions;

- interest of the main owner of the
company in the project implementation;
- recognition of the business of the
perimeter of Smart Urban Solutions
companies as a strategic direction of
business;

- innovation and use of new project
design methods;

- Interest in compliance of projects with
international standards.

Threats:

- in case of a delay in implementation, a new
approval of the permitting documentation is
required,;

- political risks;

- economic risks (growth of the exchange
rate);

- instability of the legal framework;

- loss of interest in the project of the
shareholder of the Company;

- greater escalation of martial law in Ukraine;
- prolonged active phase of hostilities in
Ukraine;

- destruction of the main profitable assets of
the business;

- refusal of tenants or withdrawal of tenants
from shopping centers under

management of Smart Urban Solutions

Possibilities:

- quick payback of the project and return
on investment already from 2023;

- the unblemished reputation of the
Company;

- enter the TOP-3 places of Ukraine to
Visit;

- fast growth of the project capitalization;
- an increase in the level of loyalty to the
brand and the Company as a whole
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Table 2.3 SWOT analysis (part 2)

) Strengths: Weak sides:
Strategic

SWOT

Choosing a project development | Choosing a transformation
strategy. Fast implementation and | strategy.  Longer  terms,
launch of the project. Work with | lengthening of the approval
Opportunities: | processes of approvals and permits | process and obtaining
in non-stop mode. Getting the | permits. Slower decisions in
maximum profit in the shortest | the process of entering the

possible time. market

Choosing a differentiation _
_ The choice of a defense
strategy. Analysis of weaknesses o )
_ _ strategy for existing assets in
Threats: and threats. Possible option of )
_ _ the form of a freeze on project
lobbying the interests of the | _
implementation
Company

The matrix "industry attractiveness - competitiveness™ is also called the General
Electric (GE) / McKinsey matrix - a method of portfolio analysis used to develop
strategies for the development of the company's range. The GE / McKinsey model is a
matrix consisting of 9 cells for comparative analysis of strategic directions of the
company's business.

The General Electric / McKinsey matrix has its advantages and disadvantages.

The advantages include the fact that the model allows us to consider the dynamics
of the second factor - the attractiveness of the strategic business zone.

In addition, the strategic choice is significantly expanded here. The main
disadvantages of the matrix are as follows:

- due to the large number of criteria there are problems of accounting for market

relations:;
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- there is a subjectivity of assessments of positions;

- the model has a static character;

- The recommendations are too general, it is difficult to choose the right strategy
from many options.

The results of the analysis by the method of General Electric / McKinsey are
shown in Figures 2.3,2.4,2.5,2.6.

The key factors include:

- brand value;

- market weight;

- customer loyalty;

- innovations;

- product differentiation;

- logistics and production costs;

- marketing expertise.

Additional factors include:

- employee loyalty, management, embassy;

- cost competitiveness.

After the first stage of the General Electric / McKinsey analysis, it can be
concluded that InterGal Bud and UDP show the best results. Business Smart Urban is the
middle link among all competitors.

According to the results of the second stage of the General Electric / McKinsey
analysis, it can be concluded that the Smart Uranus Solutions business has the worst result
and this is directly due to the lack of implemented projects and low visibility among
customers and suppliers. The market does not yet know who it is dealing with, so only
fruitful cooperation and implementation can level the playing field and improve results.

First of all, this is due to the development of the business model and the lack of
implemented development projects.
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BUSINESS STRENGTH FACTORS Name and score up to 10 businesses, brands, SBUs ===>
Enter % weighting, name, score 1-10 UPD KAN InterGalBud BUD Smart Urban
Key Factors qun;Er:ianlc; Score 1-10 :::',;‘:] Score 1-10 :::',:'u‘:] Score 1-10 :::',:'u‘:] Score 1-10 s:‘:ﬁf:cu‘:l Score 1-10 s:‘:ﬁf:cu‘:l
Brand equity &,00% 7.0 4 E:} 5 El 5 4 2 5 E]
Market share 12,00% 9.0 103 8 95 g 103 & 72 1 12
Customer koyalty 12,00% 6.0 72 7 84 g 103 4 48 g 103
Innovation + RED 10,00% 7.0 7 E:} 8 7 7 & 6 3 3
Product differentiation 15,00% 6.0 g 7 105 5 15 4 & a 12
Logistics/production expertise 5,00% 7.0 i5 a a 7 i5 a a El 45
Channel relationships 0, 00% [1] [1] [1] 1] 1]
Strategic aliances [1} [1} [1} 1} 1}
strategic/marketing expertize 10,00% 10.0 10 El El 10 10 6 6 ) )
Strong capital + cash flows 0,00% [1] [1] [1] (1] (1]
Big data access + usage 0,00% [1} [1} [1} a a
Patents, proprietary software 1} 1} 1} a a
Sub-total 70,0%
And/or odd your own foctors below %'s continue
Employee engagement/ Ambassadar 5,0% 5 25 4 2 7 a5 4 2 a a
Cost competitiveness 25,0% 7 175 4 10 E:} i} & 15 4 10
0,0% (i (i (i [} [}
0,0% [V [V [V [\ [\
0,0% 0 0 0 [ [
0,0% [i [i [i [\ [\
0,0% 0 0 0 0 0
0,0% [V [V [V [/ [/
0,0% [i [i [i [\ [\
0,0% [ [ [ [ [
TOTAL 100,0% 54 72 53 66 71 79 48 53 54 56

Pic. 2.3 General Electric/McKinsey matrix (Part 1)

Source: Created by the author on the basis of her own research

MARKET ATTRACTIVENESS FACTORS

Now rate how attractive their markets are =—==>

Enter % weighting, name, score 1-10 UPD KAN InterGalBud BUD Smart Urban
Importance Weighted Weighted Weighted Weighted Weighted
Key Factors - Score 110 o Score 1-10 = Score 1410 = Score 110 = Score 1-10 =
59 Weighting % " Score /100 ™ Score /100 " Score /100 ™ Score /100 ™ Score /100
25,0% 10 25 10 25 10 25 ] 20 2 5
Profit margins 25,0% 8 20 a 20 2 225 r 175 3 75
Market growth rate 15,0% 4 & & g 7 105 3 75 1 15
Competitive rivalry of high, give low 5,0% 2 1 2 1 2 1 2 al 2 il
Threat of new competition g 2,0% 10 2 4 0.8 6 1.2 a 16 10 2
Threat of disruption if ioh. ghve low sconel 5,0% 7 s 6 3 & 3 3 15 i 15
Capital cost to enter thigh = goaod ba 2,0% 7 14 T 14 & 13 5 1 T 14
Technohosy ) R+ D} COSLS fhigh = qood bar 5,0% Fi is & 3 & 3 5 25 7 LI
Innawation required thigh = good barrler} 5,0% a2 4 & a 5 25 5 25 | 4
power of channel partner 4,0% 7 28 5 2 4 16 4 16 2 0.8
Macroenvironment change if high, ghve low 5,0% 5 25 5 25 T a5 4 2 a 4
Govemnment regulation ivgh = good barrier 2,0% 4 0.8 4 0.8 4 0.8 4 0.8 4 0.3
Sub-total 100,0%
And/or odd your own foctors below %'s continue
o,0% 0 0 i [} o
0,0% i [\ 0 0 0
0,0% Q [ [V a [
0,0% 0 0 o (1 o
0,0% [ [ o g P
0,0% [3 [ [ [ [
0,0% Q [ [V a [
0,0% 0 0 o (1 o
0,0% a [\ [\ a 0
0,0% 1) [ [V a 0
TOTAL 100,0% 75 73 55 72 72 76 50 60 57 33

Pic. 2.4 General Electric/McKinsey matrix (Part 2)

Source: Created by the author on the basis of her own research
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Strength/Attractiveness Matrix for Smart Urban

neroiaug

Smart Urban

Pic. 2.5 General Electric/McKinsey matrix (Part 3)

Source: Created by the author on the basis of her own research
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Pic. 2.6 General Electric/McKinsey matrix (Part 3)

Source: Created by the author on the basis of her own research
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Based on the results of a complete analysis using the General Electric / McKinsey
method, it can be concluded that the Smart Urban Solutions business area has great
potential for development and implementation. There is trust from customers in the
market, but the low brand recognition does not allow to establish itself in the market of a
serious development company. The company has great potential to move from the square
of losers to the square of winners in a competent strategy of positioning the launch of
projects to implement in full synergy of corporate, marketing, financial and social

strategies.

2.4. Assessment of the potential and resource provision of the change
management process in the enterprise

In countries with developed market economies use typical schemes of financing
development projects, among which are the following:

1. Implementation of the real estate development project with the involvement of a
strategic investor. Under this project investment scheme, the capital is distributed as
follows:

- initial capital - 20%,

- funds of a strategic investor - 25%;

- loans - 25-30%;

- contractor resources;

- Advance payments to customers and resources received from the sale of the first
stage of the object;

- others.

2. Creating a financial pool, implementation and financing of the project through a
venture company created by investors.

Funding under this scheme provides for the following project investment scheme:

- initial capital - 10%
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- sale, placement (shares and bonds of a venture company);

- bank loan;

- other funds.

Variants of the above two schemes. The most common are: co-financing of the
project by the contractor (50% or more); finding a strategic client and involving him in
financing at an early stage of the project. Both private and institutional investors can be a
strategic investor.

Entrepreneurial activity associated with the transformation of real estate into
another, new object with a different functional purpose, resulting in the value of real estate
increases, in the Western economy is called redevelopment, ie redevelopment.

The Ukrainian development market is underdeveloped and includes the following
participants: private and institutional investors, developers, banks, insurance companies,
land consultants, architects and designers, construction contractors, appraisers, legal and
financial consultants, real estate agencies, real estate owners and companies, tenants ,
municipal organizations, including land and property committees, architectural and
planning departments.

Assessment of the existing financial potential of the enterprise should be based on
the analysis of indicators of its business activity, profitability, liquidity and solvency,
financial stability, property status, etc. [14]. A detailed study of the dynamics of the
calculated financial indicators will provide a comprehensive description of the enterprise,
its competitiveness, level of reliability, and thus will be the basis for developing a strategy
for managing the potential of the entity in the short and long term.

When choosing indicators for assessing financial potential, it is important to
consider the following:

- financial potential, which is an aggregate representation of the system of
quantitative and qualitative indicators that characterize the financial potential of the
economic system both at the current time and in the future. Accordingly, the list of

indicators should be developed using systemic, integrated and strategic approaches;
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- The main difficulty is the lack of sufficient information base, so the number of
indicators should be limited, contain a minimum of subjective information related to the
specifics of financial activities for a comparative assessment of financial potential.

For a complete picture and analyzing the financial and economic performance of
LLC "Eugene", all metrics should be viewed in terms of performance before the war, and
comparing with the impact of the imposed martial law in Ukraine from 25.02.2022.

The main performance indicators of the Smart Urban Solutions group of companies
can be displayed in the table on key indicators and events for 2021, the information is
given below in table 2.4.

The main factors influencing the key indicators for 2021 were (based on activities):

Operating activities (management of shopping centers and hotels owned):

- Used reserves of management financial accounting to cover the risks of land tax
in the total amount of UAH 9.7 million;

- Formed reserves for the future payment of dividends from the profits from the
operating activities of the management of their own shopping centers;

- Own property was sold, which increased the revenue received for the year and
increased financial performance, with an impact on the book value of the property;

- Worked out and signed a new lease agreement taking into account the new needs
of the business, namely the compensation of utilities and maintenance services from
01.10.2021. Vacancy of own office space decreased to 29%. The normalized vacancy rate
of office space in Europe is - 11%, the United States - 14% (according to the results of its
own study in 2020).

- Business dividends paid amounted to UAH 103.9 million, a decrease of UAH -
0.2 million due to the lack of a tax credit from construction

- Investments in the business of Smart Urban Solutions were reduced by -199.8
million UAH and amounted to 187.5 million UAH due to the shift of investment projects
for subsequent periods.
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Table 2.4 Key indicators and events for 2021

Indicators 2020 2021

Actual | AA/BP [AA/BP, %|[ Actual | Budget | AA/BP [AA/BP%
Net revenue min. UAH 267,1|fh 1071 40% 374,2 393,7|d (19,5) -5%
Gross profit min. UAH 186,0/fh 689 37% 254,9 2540(fF 09 0%
Gross margin % 70%|  -2% 68% 65%|fh 4%
EBITDA min. UAH 80,5|fh 373 46% 117,7 713|4h 464 65%
EBITDA margin % 30%|4h 1% 31% 18%|fh  13%
Net profit min. UAH 49,1|4p 129,2 263% 178,3 (22,4)|fx  200,7 896%
Net profit margin % 18%|dh  29% 48% -6%|fh  53%
Dividends min. UAH||  (122,2)|4h 18,5 15%|] (103,7)] (104,1)|ff 04 0%
Investments min. UAH|| 46330l  (2,7) -59% 187,5 380,4 | (192,9) -51%
Cash at the beginning of period |[mlIn. UAH 41,0 @ 34,6 84% 75,6 30,0 @ 45,6 152%
Net cash flow min. UAH 346/ 7,6 22% 42,2 2,40 398| 1658%
Operational CF min. UAH 1342|fh 64,4 48% 198,6 79,9|4h 1187 149%
Investment CF min. UAH||  (630,5)|4h 838,1 133% 207,6| (284,1)|4h 491,7 173%
Financial CF (internal) min. UAH 339,9(d (598,5)| -176%|| (258,6) 2751 (533,7)| -194%
Financial CF (external) min. UAH 190,2 |l (295,4)| -155%]|| (105,2) (68,5)| ¥ (36,7) -54%
FOREX min. UAH 08/d (1,0) -129% 0,2) 00/d (02) -100%
Cash at the end of period min. UAH 75,6 @ 42,2 56% 117,8 32,4 @ 85,4 264%

The development business of Smart Urban Solutions can be described as follows:

According to the project of development of Trinity Square and BC Trinity:

- A decision was made to change the architectural concept of the entire Trinity
Square, and tenders were held between international architectural agencies and local
technical bureaus for a new development of the concept of the implementation of Trinity
Square and BC Trinity. An algorithm for building cooperation between the Management
Company and the international architectural agency to form a complete concept for the
implementation of the development project;

- Developed umbrella brand and naming cluster on Trinity Square - Smart City
OLIMPIA;

- The possibility of increasing GBA BC to 60-70 thousand square meters is being
considered. m

- The search for BC funding has begun, the main doubts of financial institutions:
1) the impact of the law of Ukraine "on oligarchs” on UBO and the project,

2) Ukrainian projects are paused due to the conflict with Russia;

3) itis desirable to participate in the agreement of multilateral financial institutions
(EBRD, IFC, etc.)
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According to the Food Hall and Coworking projects, the launch of the project was
postponed from 2021 to October 1, 2022.

- Taking into account the free balances of UAH 22.7 million (UAH 11.9 million at
the shopping center, UAH 10.8 million at the Criminal Code), the amount of earned
dividends amounted to UAH 126.6 million, which is UAH +22.5 million more than the
budget.

The main factors influencing the key indicators for the 2022 project forecast for the

end of 2022 are the following, also based on the activities in table 2.5:

Table 2.5 Key indicators and events for 2022, taking into account the forecast

Indicators Q1 2022 2022

Actual | AA/BP [AA/BP, %|[ Actual | Budget | AA/BP [AA/BP%
Net revenue min. UAH 54,7\ (13,9) -20% 105,2 371,2 | (266,0) -72%
Gross profit min. UAH 32,7\db  (13,6) -29% 50,9 259,8|dls (208,9) -80%
Gross margin % 60%(d  -8% 48% 70% (W -22%
EBITDA min. UAH 32)Mh 06 15% (46,3) 54,2|W (100,5)| -185%
EBITDA margin % 6% 0% -44% 15% | -59%
Net profit min. UAH||  (379,0) | (400,0)| -1904% 461,6 0,0/ 461,6/<-1000%
Net profit margin % -693% |l -723% -439% 0% | -439%
Dividends min. UAH (135)d  (89) -192% 36,5) (102,2)|4p 65,7 64%
Investments min. UAH 10,7 |4k (140,2) -93% 33,7 448 8| (415,1) -92%
Cash at the beginning of period |min. UAH 117,4/40 70,7 151% 117,4 46,7|4p 70,7 151%
Net cash flow min. UAH 30,5)|d (47,2)] -100% (72,2) 17,8\ (90,0)) -506%
Operational CF min. UAH 87) ¥ (14 -20% (45,5) 61,8|W (107,3)] -174%
Investment CF min. UAH (12,4)[4p 353 74% (13,3)| (267,5)|4h 254,2 95%
Financial CF (internal) min. UAH (2,8) @ 310,5 99% (2,8) (70,3) @ 67,5 -96%
Financial CF (external) min. UAH (6,5) * (391,6) -102% (10,6) 293,8 * (304,4) 104%
FOREX min. UAH 00/dh 00| -100% 0,0 00/fh 00| -100%
Cash at the end of period min. UAH 87,0 @ 63,4 37% 45,2 64,5 * (19,3) -30%

Operating activities (management of shopping centers and hotels owned):
- In connection with the hostilities, the work of 6 shopping centers was stopped and
a depreciation reserve was formed:
4 shopping centers in the combat zone in Mariupol, Severodonetsk and Kramatorsk
2 shopping centers in the uncontrolled territory (Berdyansk, Melitopol) for the
purposes of the forecast in April-December the work of 5 shopping centers (4 Zaporizhia,

1 Kremenchuk)
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- Discounts on rent for all krupnik tenants;

- The schedule of repayment of debts of tenants which have arisen in the first
months of hostilities is established,;

- The level of compensation of utility costs is set at the level of 95%

- Own hotel is closed to guests from 24.02.2022 and in key indicators and events
of 2022, taking into account the forecast, the hotel is preserved until the end of the year;

- On March 31, 2022, 87% of the Hotel's employees were fired, key people
remained for the future restart of the hotel and the current technical operation of the
building;

Smart Urban Solutions business development:

In connection with the hostilities, the implementation of projects was suspended:
BC Troitsky, Coworking, Food Hall.

In terms of the tax burden, the main key event in the 1st quarter of 2022 is the
imposition of martial law throughout Ukraine from 24.02.2022. In the 1st quarter, the
laws Ne2118, 2120 and 2412 came into force, which provide benefits for the accrual and
payment of property taxes, including land tax / fee from 01.03.2022 until the end of the
year in which this martial law will be abolished. The norms of the Laws apply to areas
that are in the war zone or occupied, the list of zones will be published in the Resolution
of the Cabinet of Ministers.

Assessment of financial potential allows you to choose the main areas of
revitalization of enterprises, to develop the necessary strategy of behavior aimed at
minimizing losses and financial risk from investing in their activities.

The mechanism of formation of the strategy of financial potential management is
divided into a number of stages:

- analysis and selection of priorities from the general strategy of enterprise
development in the formation of financial management strategy;

- development of target guidelines, which are based on the following procedures:
analysis and forecast of the financial and economic condition of the external environment,
analysis of the internal environment of the enterprise, identification of strengths and

weaknesses;
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- adaptation to environmental conditions;

- determination of the main directions of formation, accumulation, distribution of
resources and search for new sources of loan financing;

- formation of elements of financial potential management strategy (planning and
control of financial flows and resources, organizational and legal design, choice of
financial instruments, analysis and assessment of financial risks, tax planning);

- development and implementation of financial potential management strategy
within the framework of strategic plans;

- analysis and control of financial potential management strategy;

- use the results of the analysis to specify the strategic directions of enterprise
development.

The formation of a financial capacity management strategy should include the
following components:

diagnostics and forecasting of the financial potential of the enterprise;

strategic and tactical planning; selection of effective financial instruments,
including in the framework of investment decisions;

financial risk management;

tax planning;

organizational and legal registration and further control of financial flows.

Financial potential is a criterion that determines the company's ability to adapt to
changes in economic conditions, because it plays an important role in the company's
ability to generate the necessary amount of positive cash flow, be attractive, liquid and
financially sound.

Given the results obtained and looking at previous business victories, it is safe to
say that the company's stability, even during martial law, is maintained and there is a
possibility of implementing development projects in the future. But in order to ensure the
sustainability and minimize the possible risks of the Smart Urban Solutions business, it
IS necessary to ensure control over the costs incurred and to work actively to repay

customer debts.

51



CHAPTER 3.
SUBSTANTIATION OF THE PROJECT TO IMPROVE THE CHANGE
MANAGEMENT SYSTEM IN “EUGENE” LLC

3.1. Alternative options for managing changes for “Eugene” LLC

The current state of the world economy, most national economies around the world,
economic entities of these countries, as well as individual groups in general and
individuals in particular indicates that the set of problems that have arisen in the evolution
of society are systemic among themselves the complexity of the relationships of the
presented complex systems both vertically and horizontally and require the application of
a systems approach to their solution.

The enterprise belongs to the class of complex socio-economic systems, is
characterized by increased complexity of relationships both internally and externally to
build the interaction of its constituent elements and participants.

Ensuring the stable operation of any enterprise depends on identifying the possible
causes of its violation, taking into account the probability of their occurrence and, if
necessary, eliminating the undesirable effects of various favorable factors. It is important
to identify / identify the causes of dysfunctions as early as possible, because, as we know,
the elimination of the consequences of the financial crisis in most cases is a more complex
and costly process than its timely prevention.

A crisis situation is an unexpected or unpredictable situation marked by high
danger, a state of uncertainty, which leads to damage to internal mechanisms of
adaptability, flexibility and sustainability, which maintain the equilibrium of the
enterprise, which requires a qualitatively new response from management in time.

The crisis of economic systems has constantly aroused the interest of scientists
from different countries, but it has often been studied at the macro level. Until recently,
this issue was not studied deeply enough by scientists at the level of an individual
enterprise, which in turn led to the fact that business leaders and managers were not able

to effectively influence the development of crisis phenomena, to make the crisis more
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manageable. But in recent years, exacerbations of macroeconomic instability, even in
countries with developed market economies, which are traditionally stable, have
significantly worsened the conditions of operation and development of all economic
entities and led to increased uncertainty in the external environment.

Today in Ukraine the issues of investment management during the crisis in the
country require a clear understanding of change management and come to the fore, given
the current state of the domestic economy, the prospects for the near future, given the
postwar crisis and possible problems of its development. . The future reform of the
Ukrainian economy envisages creating a market for high-tech, competitive products, but
to solve this problem requires investment, which is currently in short supply in Ukraine
and there is a high risk of large investors refusing to enter Ukraine in the next few years.
Therefore, the importance of improving the efficiency of attracting and using investment
in managing change in the enterprise as determinants of business intensification and
overcoming crises determines the importance of studying investment policy in the context
of goal-oriented use of investment.

The effectiveness of the investment policy of the enterprise is assessed by the rate
of return on investment, which is determined on the basis of the business plan of the
enterprise and preliminary calculations to justify investment projects within the
investment policy of the enterprise.

In the conditions of fierce competition, instability to the external environment, it is
important to preserve and increase the potential of the enterprise, production of
appropriate quality, meet consumer needs, ensure long-term competitive advantages of
the enterprise in the market. This is largely due to effective strategic change management
and enterprise development.

Today, the basic principles and approaches to change management in the enterprise
(as a management process of creating and maintaining change management and strategic
compliance between the goals of the organization, its potential and opportunities in the
external environment) to Ukrainian enterprises are borrowed mainly from the review and

practice of American, Japanese and European corporations , taking into account that
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Ukraine 's experience in this field is small. The undisputed leaders in this field are the
United States and Japan.

Management of change in enterprises in Ukraine should be associated not so much
with accelerating the return on investment, increasing the value of the company or
conquering new markets, but with the general economic crisis, the critical state of
production and so on. Therefore, we are talking, first of all, about crisis management in
the absence of a rational structure and economic instability. Only the successful mastery
of methods and approaches of modern change management, taking into account the risk
of crisis situations and its successful implementation will allow companies to operate
stably and provide them with positive prospects for growth. And a creative approach to
the study of foreign experience and its transfer on the basis of Ukrainian enterprises,
taking into account the specifics of management in the Ukrainian transition economy,
will help domestic business in the formation of competitive production and increase its
efficiency.

The expediency of strategy formation and introduction of strategic change
management in the practice of domestic enterprises is as follows:

- the strategy, reflecting the system of values, views of the top management of the
enterprise, its vision of the future, will help to orient the personnel in the necessary
direction;

- analysis of the environment of the enterprise, interpreting the initial situation,
determining the constraints and the possibility of evolution;

- the formation of change management strategy will be a tool of coordination,
which will ensure the coordination of goals, and in case of contradictions and help to
reach compromises, help diagnose the company, identifying the causes of deviations
between results and goals (causes of strategic gaps);

- the presence of the formed strategy of change management at the enterprise will
increase the adaptive readiness of the enterprise to unforeseen changes, demonstrating the
connection between the functional units of the enterprise, will promote sound

management.
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An enterprise that has a strategy and implements strategic change management in
the enterprise, always has the opportunity to behave consistently and systematically,
which increases the likelihood of achieving its goal.

And, as foreign experience shows, most successful companies regularly develop a
strategy for their development. And the main task of such management at these
enterprises is to ensure the achievement of profits not only today, but also constantly in
the long run. At the same time, the strategic issues of domestic enterprises should be
associated not so much with increasing profits based on the conquest of new markets, but
with anti-crisis management in conditions of economic instability. The causes and
motives of the crisis at domestic enterprises relate mainly to:

- financing (too high share of loan capital);

- supply (loss of suppliers);

- production (obsolete technologies);

- scientific development and design (lack of own patents);

- management (inflexible management);

- organizations (bureaucracy, inflexible hierarchical structure);

- staff (high turnover, insufficient mobility).

Martial law was introduced in Ukraine on February 24, 2022. In essence, martial
law is a special legal regime that can be imposed under certain conditions on the territory
of the whole of Ukraine, or its individual localities.

The wartime made its adjustments to the business development plans of Smart
Urban Solutions. Due to the martial law, it is time to change the system of government.
Businesses need to become more flexible and adaptable to new times and conditions. And
now the most important issue is the future business management strategy and alternative
options for developing and maintaining the business model.

As defined in section 2.1. Trends in the construction and management of
commercial real estate market is declining and moving into a more favorable area around
which will be united in the work of most development companies in Ukraine, namely

rapid construction.
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Construction using traditional brick technology is a long and laborious process. A
reasonable alternative to waiting for the result is the construction of prefabricated houses.
Its cost and timing can be determined at the order stage. The only problem for the
development company that develops the project and for the general contractor that
implements the process is the choice of the optimal construction technology.

The process of implementing a development project is accelerated by the following
factors:

1. High assembly readiness of a design;

2. Large area of panels;

3. Use of effective insulation.

The most common types of rapid construction today:

- Frame houses;

- Metal frame technology;

- Modular houses.

For a full analysis of each of the alternative projects, we have several conditions:

- Term of realization;

- The amount of investment required;

- Project financing (loan funds / partnership / own funds);

- Terms of implementation of the development project.

The first alternative project is the construction of modular buildings. Modular
buildings are a ready-to-use building made of high quality materials and delivered to the
site on a cargo trailer. The technology of assembling one object is realized in one day.

The main idea of modular construction is to produce a ready-made house in the
factory. It consists of special modules (sections). Each section has its own purpose, and
in the complex they form a building that is no different from a traditional house.

Components of modular buildings are made taking into account all technological
and architectural regulations, and also wishes of the customer. Work on the construction
site is limited to clearing the area, occasionally flooding the foundation and connecting

to utilities.
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Initially, this technology was used only for the construction of shopping malls and
industrial facilities. But with the increasing pace of individual construction, it has become
possible to buy modular homes for permanent residence. The popularity of the technology
has also been influenced by the new views of modern youth, who prefer to be more mobile
without staying in one place for a long time.

In Ukraine, it has been used for a short time and has not yet become widespread,
but we can already talk about certain pros and cons of this technology.

The main disadvantages are:

- the risk of shortages in production - it is necessary to clearly monitor the quality
of all work on the creation of modules, so that during the operation of the building, there
was no need to correct deficiencies. After all, it is very difficult to do this, because all
communications are sealed inside the module, and it is difficult to get to them;

- limited height - does not exceed two floors, but the use of modules as a second
floor is allowed by the characteristics of not every manufacturer;

- shorter service life - about 50 years;

- the maximum area of prefabricated structures is often limited to 150-180 square
meters. m;

- lack of free air circulation in the room due to increased tightness of the structure
- you need to install an additional ventilation system.

The main advantages are:

- modern materials and technologies are used to make the house, which have low
heat transfer, which in combination with energy-saving engineering systems allows to
provide a comfortable microclimate at any time of the year;

- low cost - due to simple technology and inexpensive building materials, the price
of the module is almost twice lower than for concrete or brick counterparts;

- the technology allows to settle in the house right after completion of installation
works, after all the building does not demand shrinkage;

- speed of production in most cases is limited to 7-8 weeks from the date of

purchase of the project of the modular house;
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- high mobility of a design - a possibility of transportation from one place to another

and carrying out secondary assembly without loss of quality of functioning;

- the combination of plasticity and durability gives to a modular design the

increased resistance to seismic fluctuations and seasonal shifts of soil. Due to these

properties, you can build a modular house even in areas with problematic soil structure

or difficult terrain;

- there is no need for permits, although, if desired, real estate can be issued.

Consider the financial part of the development project, taking into account the

conditions and successor data:

Gross Boma Area — 12 500 sg.m.;
Gros Leaseble Area — 10 000 sq.m.;

GOCS — 200 USD;
Price for 1 sq.m. — 250 USD;

Investigations — 2 millions USD.

Table 3.1 Key performance indicators of the

modular buildings construction project

Indicators

Modular buildings

Own Expense | Partnership
expense of credit (50/50)
funds

GBA sgm | 12500 12 500 12 500
GLA sgm | 10000 10 000 10 000
Investigations USD |-2000000 |-2000000 |-1000000
Revenue USD |6453414 |6453414 |6453414
Forecast of realized square meters | USD | 10 000 10 000 10 000
Revenue from project | USD | 2500000 |2500000 |2500000
implementation
Amortization (24%) USD [1729800 |1729800 |746 447
Payment of interest on the loan Usb |0 -937320 |0
General expenses of the company |USD |[1774689 |3549379 |0
EBITDA USD [5448925 |3674235 |5780217
Income tax USD |1388073 |980116 538 803
Net profit/loss USD [4060852 |2694120 |1564 725
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CF USD |7565341 |7035979 |3012887
Balance at the end of the year USD | 8557725 |5595087 |1012 887
Payback of the project months | 9 9 11
Discount (16,7%) % 17% 17% 17%

NPV USD |6503315 |221257 -2 024 783
IRR % 25% 1% 14%
ARR % 34% 22% 34%

Let's analyze the obtained indicators. Net Present Value is an indicator of the
economic efficiency of an investment project, which is calculated by discounting
(bringing to current value, ie at the time of investment) the expected cash flows (both
income and expenses). Net current value reflects the investor's profit (additional
investment value). which the investor expects to receive from the implementation of the
project, after the cash inflows recoup its initial investment costs and periodic outflows
associated with the implementation of such a project. In the first alternative, there is a
high rate of NPV in terms of sales at their own expense or with borrowed funds. It is not
advisable to implement the project on a partnership basis due to the negative value of the
NPV indicator.

Internal rate of return is an indicator used in financial analysis to assess the return
on potential investment. The internal rate of return is the discount rate that, when
analyzing the discounted cash flow, makes the net present value (NPV) of all cash flows
equal to zero. Generally speaking, the higher the internal rate of return, the more desirable
the investment. Therefore, according to the calculated indicators, each of the projects is
potential for implementation, but the most attractive option is to implement at their own
expense.

The rate of return (ARR) is a formula that reflects the percentage of the rate of
return expected from an investment or asset relative to the value of the initial investment.
The ARR formula divides the average return on an asset by the company's initial
investment to obtain the ratio or return that can be expected over the life of the asset or
related project. ARR does not take into account the time value of money or cash flows
that may be an integral part of doing business. According to the analysis, the best option
for implementation is the best implementation of the project at their own expense.
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The analysis of the project's effectiveness revealed that it does not have a
significant overall risk and is feasible. At the same time, a fairly quick return on
investment (up to 1 year) indicates its high level of efficiency, but there are grounds for
additional identification of individual risks associated mainly with external factors of the
enterprise.

Let's analyze the second alternative implementation of the development project,
namely - frame houses. Frame housing is a house that is a lighter and easier to build
alternative to brick housing. The basis of the structure is a frame - wooden or metal
profile. Frame houses are erected on a shallow foundation, and do not require heavy
machinery at all stages of construction. Frame housing came to us from Canada. Now it
is one of the most promising technologies of suburban construction.

Construction of houses using frame technology is a fairly new direction in Ukraine.
But the demand for such housing is growing: at least because the house is not inferior in
reliability to traditional options, but is built much faster and cheaper.

The main disadvantages are:

- very low level of sound insulation, especially in houses with an attic. This is
caused by incorrect location of ventilation ducts and installation of internal partitions,
which does not correspond to the technology;

- high level of humidity, which over time provides the appearance of the fungus.
This is the result of poorly organized ventilation and poor processing of wooden frame
beams;

- low level of fire safety. This, in the first place, leads to a violation of the rules for
the insulation of the roof structure, chimneys. The combustible materials which process
wood of SIP-panels make the contribution to a high level of danger;

- the presence of the effect of “thermos". It is hot in summer and cold in winter.
Again, it occurs in violation of the technology of ventilation;

- short life. Compared to a brick house, the warranty period of the Canadian is very
short - 50 - 100 years;

The main advantages are:
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- cost-effectiveness of construction - much lower prices for the construction of a
frame house compared to traditional houses (brick, foam and gas blocks).

- speed of construction - about 2 months;

- energy efficiency - savings on heating, because frame houses heat up faster (in 2-
3 hours) and retain heat longer;

- no need for a massive foundation due to the small base of the house;

- construction at any time of the year - construction of a frame house can be carried
out even in winter;

- the ability to start interior finishing work immediately after construction - no need
to wait for the shrinkage of the house (unlike log houses);

- environmental friendliness of the house - it consists of a wooden beam and basalt
insulation (natural resins are used in OSP-boards to fasten the elements);

- reliability of the frame house.

Consider the financial part of the development project of construction of frame
houses, taking into account the conditions and successor data:

Gross Boma Area — 12 500 sq.m.;

Gros Leaseble Area — 10 000 sq.m.;

GOCS - 350 USD;

Price for 1 sg.m. — 400 USD;

Investigations — 3,5 millions USD.

Table. 3.2 Key performance indicators of the project of

construction of frame buildings

Indicators Frame buildings
Own Expense of | Partnership
expense credit (50/50)
funds
GBA sgm | 12500 12 500 12 500
GLA sgm | 10000 10 000 10 000
Investigations USD |-3500000 |-3500000 |1 750000
Revenue USD | 6453414 6453414 | 5103379
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Forecast of realized square | USD |10 000 10 000 10 000
meters

Revenue from project | USD | 4 000 000 3100000 |1280000
implementation

Amortization (24%) USD |3027 150 3027150 |1 306283
Payment of intereston the loan | USD | 0 -1640310 |0

General expenses of the|USD |1774689 3549379 | 701715
company

EBITDA USD |5651575 1336576 |2 743692
Income tax USD |1412894 545 963 635 923
Net profit/loss USD |4238681 790 612 1907 769
CF USD |9 040520 5726832 |3915767
Balance at the end of the year | USD |5 222 365 -10 742906 | 2 637 701
Payback of the project months | 9 9 31
Discount (16,7%) % 17% 17% 17%
NPV USD |3313559 -8 664 153 | 8 645 443
IRR % 10% -1% -1%
ARR % 20% 1% -22%

The analysis of the project's effectiveness revealed that it also has no significant
overall risk and is feasible. At the same time, a fairly quick return on investment (up to 1
year) indicates its high level of efficiency, but there are grounds for additional
identification of individual risks associated mainly with external factors of the enterprise.
Also in accordance with the results, which is the same as in the first option, the best option
IS to invest in the project, without attracting credit or partnership.

The third alternative option for the development of the development project is
metal frame technology. The metal frame has undeniable advantages over both a wooden
frame and concrete structures - thinness and lightness with high strength. Metal-frame
houses are erected faster, do not require welding and additional alignment with the help
of profiles, allow to avoid environmental pollution by cement dust and other by-products
of classical construction.

In addition, metal frame houses demonstrate a high level of energy saving. This
means saving heating in the winter and no need to use air conditioners in the summer. In
winter, the metal house heats up much faster to a comfortable temperature - thanks to

high thermal protection and low heat capacity of the walls.
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The main disadvantages are:

- additional steam and thermal insulation, insulation must be done not only frame
construction, but also the walls inside the house;

- the complexity of design and the need to address all design decisions at the design
stage;

- a short period of time for evacuation in case of fire (the structure loses rigidity
and may fall);

- metal profile is not suitable for the construction of massive structures.

The main advantages are:

- fast installation of a metal framework, and also completely all house. From the
moment of the order and before its putting into operation passes only couple of months;

- the appearance of the building is decent and modern;

- the house can be built by a team of four people, which saves money on attracting
labor;

- lightness of a design assumes that it is not necessary to prepare the powerful base,
and shrinkage will be insignificant;

- houses from a metalframework are strong;

- environmentally friendly construction and finishing materials are usually used in
the work, so the building does not "emit" harmful chemicals;

- according to rough estimates, the house can stand for more than a hundred years;

- houses with a metal frame are easy to repair, and at the same time not a lot of
money will be spent;

- due to good sound insulation in the house does not penetrate extraneous noise
from the yard;

- construction work can be carried out in the cold season;

- efficiency of the building.

Consider the financial part of the development project of construction of metal
houses, taking into account the conditions and successor data:

Gross Boma Area — 12 500 sg.m.;

Gros Leaseble Area — 10 000 sq.m.;
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GOCS - 275 USD;
Price for 1 sg.m. — 450 USD;

Investigations — 3,5 millions USD.

Tab. 3.3 Key indicators of efficiency of the project of

construction of metal frame buildings

Indicators Construction
Own Expense | Partnership
expense of credit | (50/50)
funds
GBA sgm 12 500 12 500 12 500
GLA sgm 10 000 10 000 10 000
Investigations USD |-3437500 |-3437500 |-1718 750
Revenue USD 6453414 | 6453414 | 6453414
Forecast of realized square meters | USD | 10 000 10 000 10 000
Revenue from project | USD | 6 300000 |6 300000 |5 400000
implementation
Amortization (24%) USD (2973094 |2973094 |1 486547
Payment of interest on the loan UsD |0 -1611018 |0
General expenses of the company |USD |1774689 |3549 379 |887 344
EBITDA USD [8005631 |4619923 |4677816
Income tax USD 2057250 |1422462 | 1028625
Net profit/loss USD [5948382 [3197461 |2974191
CF USD |10696 165 | 8108 915 |5 348 082
Balance at the end of the year USD |5723451 |-6341946 |-6683 168
Payback of the project months | 10 10 10
Discount (16,7%) % 17% 17% 17%
NPV USD |3524207 |-7773860 |-4183 706
IRR % 9% -8% -6%
ARR % 29% 16% 29%

The analysis of the project effectiveness revealed that this project is also

interesting, but more risky to implement. However, the fairly rapid return on investment

(up to 1 year) indicates its high level of efficiency. Also, according to the results obtained,

the best option is to invest in the project, without raising loans or partnerships.

64



We will compare alternative projects not only in terms of financial indicators, but

also taking into account the prescribed shortcomings and advantages. Let's analyze the

following categories:

service life;

lack of freedom of air circulation;

use of modern materials;

low cost of materials;

speed of implementation;

mobility;

economy;

environmental friendliness.

The best result among 3 alternative projects on each criterion receives 2 points, the

worst - 0. The results are shown in table 3.4.

Table 3.4 Comparison of alternatives taking into account the prescribed

disadvantages and advantages

Indicators Modular Frame Construction
buildings buildings

Service life 0 1 2
Lack of free air circulation 0 2 1
Use of modern materials 2 2 2
Low cost of materials 2 1 0
Implementation speed 2 0 1
Mobility 2 1 0
Economy 2 0 1
Economy 0 2 1

Total points 10 9 8

This analysis once again confirms the interest in the implementation of the first

project, namely the construction of modular buildings.
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General information on the analysis of alternative projects is given in the table

below.

Indicators Modular buildings Frame buildings Construction
Own Expense | Partner | Own Expense | Partner | Own Expense | Partner
expense | of credit | (50/50) | expense | of credit | (50/50) | expense | of credit

funds funds funds
Finance Indicators
NPV |min |65 0,2 -2,0 3,3 -8,6 8,6 3,5 -7,8 -4,1
(UN1D)

IRR % 25% 1% 14% 10% -1% -1% 9% -8% -6%
ARR | % 34% 22% 34% 20% 1% -22% | 29% 16% 29%
Risks Indicators

Total Result | 27% 33% 40%

From this table we can conclude that the design and implementation of construction
of modular buildings through their own investment is the most attractive and has the
highest efficiency. Also, according to the results of the analysis, the construction of
modular buildings is the least risky, despite all the disadvantages of building this type of
project and the advantages in other alternatives.

The alternative to the construction of frame buildings deserves a more detailed
study, because according to the NPV, the implementation of this type of construction at
their own expense has the best result, but it is necessary to refine the model by changing

data on assumptions and changing IRR and ARR in a positive direction.

3.2. Assessment of the risks of the implementation of changes to LLC
""Eugene’ and ways to minimize them

In a market economy, risk is an integral part of doing business. Uncertainty leads
to the fact that it is impossible to avoid possible risks and consequences. But this does not
mean that you should look for solutions in which the result is known in advance, they are
usually ineffective. It is necessary to learn to anticipate risk, assess its size, plan measures

to prevent it and not exceed acceptable limits. Project planning and implementation takes
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place in conditions of uncertainty caused by changes in the internal and external
environment.

Uncertainty associated with the possibility of adverse conditions, situations and
consequences during the implementation of the investment project is called risk. Risk is
a complex economic and managerial category, in the definition of which there are a
number of contradictions.

Risk management is the process of responding to events and changes in risks during
the project. At the same time, risk monitoring is important. Risk monitoring includes risk
control throughout the project life cycle. Qualitative risk monitoring provides information
management that helps to make effective decisions before the occurrence of risky events.

The most common characteristics of risk are the threat or danger of failure in a
particular activity, the risk of adverse consequences, changes in the environment that can
cause loss of resources, damage, and the danger from which to insure.

Under economic risk is understood the threat, the danger of losses in any activities
related to the production of products, goods, services and their sale, commodity-money
and financial transactions, commercial activities, the implementation of socio-economic
and scientific and technical programs .

The following types of uncertainty and investment risks are the most significant
when evaluating projects:

- uncertainty of the political situation, the risk of adverse socio-political changes in
the country and the region;

- risk associated with the instability of economic legislation and the current
economic situation, conditions of investment and use of profits;

- foreign economic risk (possibility of imposing restrictions on trade and supply,
closing borders, etc.);

- incompleteness and inaccuracy of information on the dynamics of technical and
economic indicators, parameters of new equipment and technology;

- fluctuations in market conditions, prices, exchange rates, uncertainty of climatic
conditions, the possibility of natural disasters;

- production and technological risk (accidents, production shortages);
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- uncertainty of goals, interests and behavior of participants; incompleteness and
inaccuracy of information about the financial condition and business reputation of the
participating companies (possibility of non-payment, bankruptcy, breach of contractual
obligations).

The construction industry, perhaps more than any other, is associated with the
emergence of financial risks. Directions of their occurrence can be from investors,
developers, and from specialized contractors. Risk as an economic category is caused by
uncertainty of the future economic and financial situation caused, inter alia, by technical
and socio-economic conditions, lack of relevant information about the reality of sources
of financing the construction contract, and inability to predict the emergence and
development of certain conditions in capital construction. in general.

Most of the risk arises at the decision-making stage in the presence of several
alternative options for choosing a specific contract and the lack of confidence that the
decision will contribute to the effective absorption of funds aimed at financing capital
investments. Risk is the probability of incurring losses of expected economic (financial)
benefits or direct losses due to the occurrence of an uncertain (accidental) event related
to the acquisition and commissioning of production facilities of the enterprise.

According to their origin, risks in construction are divided into: natural - accidental
events and natural phenomena that do not depend on human activities; anthropogenic
risks arise due to various economic and scientific and technological human activities.
Construction risk is a possible event, the occurrence of which is probable and accidental
and causes undesirable consequences for the parties to the contract or third parties.

One of the tools to mitigate the impact of risk on the financial position of any of
the parties involved in the project is its insurance. It should be noted that the control of
risk factors can be carried out by both managers of the relevant departments of the
enterprise and the insurance company if the business entity has insured the probability of
risk. At the same time, given a number of laws and regulations of the domestic economic
situation, today not all types of business risks can be insured, and in some cases the

amount of insurance may exceed both the real and expected economic effect.
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The final stage in risk management is its financing, which can be carried out both
during the implementation of preventive (precautionary) measures and during the
elimination of the consequences caused by the risk.

In addition to the risks associated with the direct implementation of the activity,
the implementation of the contract is affected by the overall financial risk of project risks.
The risks that arise in construction are primarily related to the choice of method of
construction and installation methods and methods of payment for work performed.
Project risks are divided into external, operational, tax pressure, negative social
consequences, changes in exchange rates, unpredictable inflation, adverse environmental
impacts) and internal (financial, economic and technical).

To clearly understand the level of risk for each of the alternative projects, we will
analyze the risks using a risk matrix.

To begin with, let's identify the risks for evaluation. Risks can be divided into 6
major groups:

- Inevitable risks;

- Risks associated with uncertainty;

- Financial risks;

- Construction risks;

- Technical;

- Organizational.

The inevitable risks include:

- possible losses from earthquakes, fires, floods and other natural disasters;

- risks associated with losses due to accidents, robberies, riots;

- risks of losses in the process of transportation of goods, errors in the work and
dishonesty of employees of firms, breach of contractual obligations by partners of the
firm, subcontractors, etc.

The risks associated with uncertainty include:

- the risk of uncertainty about the future (this risk includes the likelihood of

continued martial law and the escalation of the conflict in Western and Central Ukraine);
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- changes in the political situation and unpredictable state regulatory measures in
the areas of land use, taxation, pricing, export-import, environmental protection, etc .;

- disruptions in the creation of the necessary infrastructure, bankruptcies, delays in
funding, errors in determining the objectives of the project;

- losses due to the introduction of new technologies by competitors.

The financial include:

- reduction of financial stability;

- currency risk;

- interest rate risk;

- inflation risks;

- tax risks;

- risk of insolvency.

The risk builder includes:

- construction delay;

- non-compliance with construction decisions;

- increase in the volume of work;

- reducing the quality of construction;

- failure to ensure construction safety.

The technical risks include:

- the risk of confidence that the new project is guaranteed success due to its unique
qualities, even when imitating it;

- the risk of confidence in the availability of potential of the enterprise for exclusive
cooperation;

- errors in the assessment of alternative technologies and the choice of technology
and equipment for this project;

- non-development of design capacity.

The organizational risks include:

- the project creation process is too long;

- unsuccessful placement of the project (construction object);

- the need for new technologies;
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- the need for greater investment;

- risks of potential losses from project implementation;

- reassessment of the expected result of the project;

- risk of incorrect assessment of resources;

- the risk of increasing the contract construction period and failure of the

commissioning period,;

- exceeding the estimated cost of construction.

We will assess each of the risks under the conditions of probability, using the

criteria on a scale:
- high probability of risk (2);

- average probability of risk occurrence (1);

- low probability of risk (0).

The analysis is given in table 3.5.

Table 3.5. Risk analysis of alternative projects under conditions

of risk probability

Indicators Modular Frame Construction
buildings buildings

Inevitable risks 0,7 1,0 1,3
Possible losses from earthquakes, | 1 1 1
fires, floods and other natural
disasters
Risks of casualties 0 1 2
Risks of losses in the process of | 1 1 1
cargo transportation
Risks associated with | 1,3 1,5 2,0
uncertainty
Risk of uncertainty of the future |2 2 2
Changing the political situation | 2 2 2
Disruptions in the creation of the | 1 1 2
necessary infrastructure
Losses due to the introduction of | 0 1 2
new technologies by competitors
Financial risks 1,3 1,2 1,3
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Also, the analysis can be depicted graphically in fig. 3.1
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Fig. 3.1 Schedule of analysis of the riskiness of alternative projects according

to the conditions of the probability of risks
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The next stage will be an assessment of each of the risks in terms of the impact on

the implementation of each of the alternative projects, using criteria on a point scale:

- high level of influence (2);

- average level of influence (1);

- low level of influence (0).

The analysis is given in table 3.6.

Table 3.6. Analysis of the riskiness of alternative projects according to the

conditions of exposure to risks

Indicators Modular Frame Construction
buildings buildings

Inevitable risks 1,0 1,0 1,0

Possible losses from earthquakes, | 1 2 1

fires, floods and other natural

disasters

Risks of casualties 0 0 1
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Risks of losses in the process of | 2 1 1
cargo transportation

Risks associated with uncertainty | 1,5 1,5 1,5
Risk of uncertainty of the future 2 2 2
Changing the political situation 2 2 2
Disruptions in the creation of the | 2 2 2
necessary infrastructure

Losses due to the introduction of | 0 0 0
new technologies by competitors

Financial risks 1,8 0,8 0,8
Decreased financial stability 2 2 2
Currency risk 2 0 0
Interest rate risk 2 0 0
Inflation risks 2 1 1
Tax risks 2 1 1
Insolvency risk 1 1 1
Construction risks 1,2 1,2 1,2
Construction delay 2 1 1
Non-compliance with construction | 2 1 1
decisions

Increasing the volume of work 0 1 1
Decreased quality of construction |2 1 1
Failure to ensure construction |0 2 2
safety

Technical risks 2 1,5 1,5
The uniqueness of the project 2 1 1
Potential of the enterprise 2 2 2
Mistakes in the evaluation of |2 1 1
alternative projects

Organizational risks 1,4 1,2 1,2
Long duration of the project|1 2 2
creation process

Unsuccessful placement of the |2 1 1
project

The need for new technologies 2 1 1
The need for greater investment 1 1 1
Potential losses from project | 2 2 2
implementation

Reassessment of the expected result | 2 1 1
of the project

Incorrect assessment of project |1 1 1

resources
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Increasing the contract construction | 1 1 1
period disrupts the commissioning

period

Exceeding the estimated cost of |1 1 1
construction

Overall result 15 1,2 1,2
Percentage of risk 75% 60% 60%

Also, the analysis can be depicted graphically in fig. 3.2.

Fig. 3.2 Schedule of analysis of the riskiness of alternative projects according

to the conditions of exposure to risks
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Summarizing data based on the results of the risk assessment are given in Table

3.7.
Table 3.6. General results of the risk analysis of alternative projects
Indicators Modular Frame Construction
buildings buildings
Inevitable risks 0,7 1,0 1,3
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Possible losses from earthquakes, | 1 2 1
fires, floods and other natural

disasters

Risks of casualties 0 0 2
Risks of losses in the process of | 2 1 1
cargo transportation

Risks associated with uncertainty | 1,9 2,3 3,0
Risk of uncertainty of the future 4 4 4
Changing the political situation 4 4 4
Disruptions in the creation of the | 2 2 4
necessary infrastructure

Losses due to the introduction of | 0 0 0
new technologies by competitors

Financial risks 2,4 1,0 1,1
Decreased financial stability 2 2 2
Currency risk 4 0 0
Interest rate risk 2 0 0
Inflation risks 4 2 2
Tax risks 2 1 1
Insolvency risk 1 1 1
Construction risks 0,0 1,2 1,4
Construction delay 0 1 2
Non-compliance with construction | 0 1 1
decisions

Increasing the volume of work 0 1 1
Decreased quality of construction |0 1 1
Failure to ensure construction |0 2 2
safety

Technical risks 1 1,5 1,5
The uniqueness of the project 2 1 1
Potential of the enterprise 0 2 2
Mistakes in the evaluation of |0 1 1
alternative projects

Organizational risks 0,8 1,1 1,2
Long duration of the project|0 2 2
creation process

Unsuccessful placement of the |2 1 1
project

The need for new technologies 0 0 0
The need for greater investment 0 1 1
Potential losses from project | 4 4 4

implementation
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Reassessment of the expected result | 2 1 1
of the project

Incorrect assessment of project |0 1 1
resources

Increasing the contract construction | 0 0 1
period disrupts the commissioning

period

Exceeding the estimated cost of | 1 1 1
construction

Overall result 1,1 1,3 1,6
Percentage of risk 27% 33% 40%

The general result of the risk analysis is shown in fig. 3.3

Fig. 3.3 Graph of the general results of the risk analysis of alternative

projects
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As can be seen from the general results, the construction project of modular houses
is the least risky project.

Summarizing the above, it can be stated that the occurrence of risks is an objective
element of the investment process under consideration, and therefore the task of
minimizing the degree of their impact on the financial condition of the construction

participants is an important area of activity of the management apparatus and financial
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analysts of the enterprise. The occurrence of a risk is always associated with a certain
type of costs or losses, therefore, participants in the investment process need to identify
the probability of its occurrence at the initial stages of construction work, analyze the
directions for reducing the negative consequences of the occurrence of the risk, or ways
to avoid it. One of the most likely elements of risk mitigation is its insurance. The
approaches to the structure of risks and prerequisites and the effectiveness of their
insurance in fulfilling the obligations established by the construction contract considered
in the article can be used in further domestic research related to the development of the

theory of risk management.

3.3. Implementation of corporate social responsibility in the process of
managing changes in enterprises

Corporate social responsibility (CSR) of companies is a term that appeared in the
Ukrainian business environment quite recently, but today it is one of the key indicators
of success, it is a criterion for assessing the progressiveness of business and the
commitment of its owners to European values. The understanding of CSR principles by
business owners became especially important and revealing during a crisis, when the
social responsibility of a firm or company becomes doubly important for the entire
society.

Corporate social responsibility, compliance with the principles of sustainable
development - despite the fact that these phrases are currently in trend, not many people
understand how they differ from the usual charity. At the same time, the differences
between these phenomena are fundamental and are a natural consequence of the fact that
society as a whole and business in particular are gradually becoming aware of their own
responsibility towards the environment. Together with the understanding of the futility of
charity as a one-off action that does not solve a global problem, it forces companies to go
beyond the narrow circle of their own business interests. The constant two-way dialogue

between the corporation and society, their long-term interaction and long-term support
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are finally gaining significance, bringing much larger results than one-time gift
promotions.

The fight against climate change, the transformation of business processes to
reduce the impact on the environment, free educational programs, the protection of human
rights, starting with our own employees, the development of local communities and
infrastructure - these are just some examples of the social activity of business today.

Implementation of the concept of social responsibility of business is achieved
within the framework of a specially developed corporate policy. In the system of
corporate management, this concept is considered as a concept, a program of consistent
actions, a tool for coordinating interests, a decision-making process regarding the
selection of goals and means of achieving them. The formation of economic corporate
policy is inseparable from the interests of the state, other business entities, society and its
individual members. Since the interests of the specified subjects are different and, at
times, opposite, as noted by E. Atkinson and J. Stiglitz, conflicting interests turn into
collective decisions only by accurately modeling the differences of a large array of
economic interests [32].

On this basis, the process of determining goals, objects, motives and priorities,
principles and tasks, quantitative and time characteristics, main directions and methods
of implementation, specific performers and necessary resources should be considered the
key determinants of the formation of the policy of corporate social responsibility of
business. The content of the developed policy should be a plan for the ratio of goals, tools,
resources and threats.

In general, the CSR model is proposed by Carroll in the form of a four-level
pyramid. At the first level of CSR (at its core), the formation of economic responsibility
takes place, which involves the company's direct obligations to satisfy the needs of
consumers and, thus, obtain its profit. The second level (legal responsibility) consists in
the need to comply with laws in the conditions of a market economy. The third level
(ethical responsibility) requires the company's business ethics to meet the expectations of

society, which are based on moral norms. At the fourth level, the company must
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demonstrate philanthropic responsibility, which prompts it to charity, volunteering, and
Is aimed at the implementation of social programs

The Smart Urban Solutions business line is based on the fundamental principles of
sustainable development. The company's efforts are aimed at implementing social
partnership programs in the regions of presence. The company strives to create the most
comfortable conditions for the work of the staff, as well as to improve the living and
socio-cultural spaces for members of territorial communities.

A significant share of investments in the regions of presence is invested in the
development of social infrastructure, which includes participation in repairs and
equipping kindergartens, schools, sports facilities, polyclinics and hospitals, cultural
institutions, etc.

The companies of the Group also invest in the development of components of the
educational environment for the residents of the regions. Smart Holding also supports

charitable and humanitarian projects.
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CONCLUSIONS

Ukraine as a country found itself in a very difficult situation. On the one hand,
military actions, which require a lot of endurance and strength of the country, on the other
hand, the complete decline of the Ukrainian economy and real Ukrainian business, which
filled the state budget. In this crisis, the only tool that can help keep business structures
and enterprises safe is change management in the enterprise.

Change management is not only an economic or managerial category, it is a wide
toolkit that can help subordinate the entire business strategy and change business
processes by adjusting them to external factors.

The main scientific, theoretical and practical results of the work are as follows:

1. Analyzing all terms from master theses, we can conclude that change
management is a continuous multifaceted process in the enterprise, through which the
organization increases its competitive advantage through the timely use of necessary
knowledge, methods, tools and management principles, mandatory elements of which are
identification, collection, analysis, selection, forecasting, storage, distribution, use,
creation and sale of knowledge.

2. The new reality requires completely different skills of survival and the
realization that today there is nothing permanent, and the ability to change properly in
time becomes one of the determining factors of success of a modern enterprise. Because
change affects the interests of each member of the organization, they are a special object
of management.

3. The master's thesis examines the most common models of enterprise change
management, namely Kurt Lewin's Model of Change, "Force Field" Model of Change,
ADKAR Model, EASIER Model. The listed concepts of organizational change
management are the most common. Most of the concepts describe the sequence and content
of the stages of organizational change, but they are significantly limited in practical
application. Some of them are aimed at identifying the reasons for resistance to changes

and describe readiness for them.
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4. Changes, depending on their depth and character, vary from unchanged
functioning to a complete reorganization of the organization, when its fundamental change
occurs. Each type of change is caused by changes occurring in the external environment,
as well as by the strengths and weaknesses of the organization itself.

5. The development trends of the construction industry in 2022 include but are not
limited to increasing demand for green buildings to reduce the carbon footprint of
buildings; wider application of building information systems (BIM) to achieve efficient
building management; use of fiber-reinforced polymer composite materials, realize the
restoration of the aging structure of sustainable development and so on.

6. Real estate development is a multifaceted business that covers various formats
of activity - starting from the reconstruction and leasing of existing buildings or
structures, ending with the purchase of a plot of land, the development of a construction
project on the purchased land or the sale of improved land plots. It also includes the
processes of calculating the financing and investment budget for the purchase, organizing
the financing of the investment project, including its design, construction, sale of the
object in whole or in parts.

7. The analyzed Smart Urban Solutions business model, which is based on the
global practice of commercial real estate management, adopted the best experience of
foreign companies with a full development cycle and is a developer form of commercial
real estate management with the maximum level of business risk reduction based on the
equal use of 3 management models investment portfolio of commercial real estate.

8. The organizational structure of the perimeter of Smart Urban Solutions
companies has the characteristics of a balanced matrix structure, and this is expressed in
the bilateral influence of the project manager of the development project at the level of
functional managers, regarding issues of financing, human resources, design, etc. This
organizational structure makes it possible to balance when making project decisions and
decisions about investing in project implementation. This variant of the organizational
structure increases the level of competitiveness of the group of companies in the market

of commercial real estate management and the development of development projects.
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9. According to the results of the financial analysis of the stability of the company,
even during martial law, a conclusion was formed about the possibility of maintaining the
possibility of implementing development projects in the future. But in order to ensure
sustainability and minimize possible business risks, Smart Urban Solutions needs to
ensure control over incurred expenses and conduct active work on the return of customer
debts.

10. On the basis of the obtained analytical indicators and taking into account the
necessity of Ukraine during the wartime period, 3 alternative development projects were
formed for implementation. Disadvantages and advantages for each of the projects were
formed, performance indicators were calculated in the event of a decision to be
implemented. According to the criteria of disadvantages and advantages of each project,
a list of risk indicators was formed, taking into account global trends and the company's
capabilities. Selected as the best project for implementation.

11. Smart Urban Solutions business direction is based on the fundamental
principles of sustainable development. The company's efforts are aimed at implementing
social partnership programs in the regions of presence. The company strives to create the
most comfortable conditions for the work of the staff, as well as to improve the living and

socio-cultural spaces for members of territorial communities.
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APPENDIXES (A)

Smart Holding

Department of Finance
14 FTE

Department of Human Resources
6.5 FTE

Department of Legal Support
9 FTE

Marketing Department
4 FTE

Security Service
4 FTE

Information Technology Department
3 FTE

Service and management

CEO
(1 FTE)

Project Development Department
16.33 FTE

Department of Management and
Maintenance of Underground Parking 20
FTE

AMSTOR
56.5 FTE

Fasility Service
23 FTE

Park Inn
69 FTE

Operations & Development



