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THE MECHANISM OF BYATION FOR THE SEAT
OF STRATEGIC MANAGEWMSYSTEM OF A CANP

New competitive situation and higyetibve environment in domestic and regional ma
kets impose strong requirements to Georgian business. The situation becomes even m
dramatic because of the world economic crisis. Georgian companies have to make sizea
strategic inputs to become mde@ming organization. It is very important to deeelop strat
gic management system. First of all it is necessary to develop relevant estimation mechani
of strategic management system and defi ne proper criteria for estimation.

In the modern world the process of management of @drapaegss lead up to a
really high level. In any serious organization the decisions are used to be taken based on
results of scientific research. It is impossible to imagine the exisi@tea aompany
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without the organization mechanism of internal research. The need in suchra point is det
mined by the extremely variable and continuously moving external conditions that are dis
guished because of their rapid and offmediotablehanges.

Under such conditions, the management, the elaboration of strategic decisions and tt
reaching of planned goals do require a great farsightedness from strategists. The property
being farsighted, sagacibitsis a very necessary skill in trdake the successfuli-dec
sions when there is no evident adequate model or rule already niawifiestet per
spective data are untrustworthy. In the circumstances like the mentioned ones a manager |
to realize the danger of cognitive paRialigkample, he/she must make a comparison of
internal resources and external possibilities of the company, and foresee whether this or t
resource represents the strong side of the cormpnweak point. Testing his/her own
flair, a strategistedoexpress the readiness to meet in time a reasonable risk.nm a new co
petitive ambience the administrative farsightedness can result to be a particularly import
resource of competitive advantage. It gives to the company a possibility oEmaintaining t
loyalty of interested groups the support of which towards the company is bonded with the is
of high incomes.

The Georgian business reveals its likeliness with American one in the part of corporati
management, nanieby awarding the preferencepi@sentatives of capital (bond) market,
among the groups of interest. Several, clearly interested parties often do main sharehold:
and stockholders that have fulfilled the capital investments to the company, hoping to obtail
least an average income stockholders do desire to maximize their incomes generated by
their investments. They have some chance to achieve this aim by means of changing the fu
investment expenditures of the company. Reducing the inputs directed towards developme
they d obtain a certain increase of incomes, though this is possible onlytéomthe short
periods. The shtatm increase of richness of stockholders can be reflected negatively to the
fighting efficiency of the company. Tiskildghstockholders withivarsified portfolio of
securities instruments, one can predict, will sell their stocks in that moment, if the company
fail the future investments.

In 680s of XX century the American ecol
within the gawvay of USA economic development, and they have determined the necessity ¢
management perfection to be the work number one to accomplish, in order to avoid the dar
of the World leader function of the State being disturbed. The point wasstucbnf establi
of new strategic visions and mastering the methods of a completely new tactical fight. It w
necessary to determine the priority areas for investments, to direct the resofirces and the
forts towards technique, technology, and the most pfidgeativenanagement. As a
result, the production systems of a new generation should be obtained, that had to be able
work in a mode of conveyer production of innovations.

This aim was achieved by the strategists of Western business. Nowaday®-each conte
rary company is adjusted to the implementation of innovations. They have become the lear
businesserganizations what has caused the decrease of production costs, improvement c
quality and consuming characteristics, and in the globahenar=ise of competition
never seen before. A new competitive picture has been arisen where only the really smart :
extremely flexible companies could be able to find their places and to hold them.

For the companies it is not desirable to avoid the oheangegigg a strategim-co
petitiveness. The managers, nevertheless, sometimes do refuse to recognize the necessit)
organizational and/or personal changes. Thé qafose does mean here the -non
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conscious locking mechanism operating in opfeess siie beginning of painful changes.
The entire field or its big part can result charged in a refusal. The alternate version for chang
supposedly, is a sequester of produdtieripo complicate to decide.

All the abovaentioned concernsipaldrly the periods of crisis. THevielpexae
tors, while taking the strategic decisions, must prevent any presence of unsteadiness, and f
the definitive actions. Such an impatrtiality, in a certain sense, does require that the decisi
takers havto give their companies and the people the reason to see the reality as it is, instec
of perceiving it as it was one tifhasdr would be desirable to be.

The management process does require from managers of the top level, on one hand,
master #h newest methods of strategic management; on the other hand, the task of any mo
ern strategist is to help the company in the direction of becoming a learner organization,
such a transformation will attribute to it the openness to changes tratadnie indisger
to strengthen and exploit the competitive advantage. For the smaflizeul coidgle
nies, however, that is exactly the necessity of increase for job quality that represents a r
challenge. When making resistance to a predictalutvdefxperienced employees, the
companies strive to develop and deepen their knowledge as an important source of competi
advantage, to reveal with attention the possibilities of the ambience, in order to search t
adequate job skills. Thega®of formation of a-eigherienced, higkilled and sagacious
employee requires tens and tens ofiymatrthe mentioned process becomes incomparably
protracted when the balance between the experienced and inexperienced, young and ol
people wih the businessganization is infringed, and, espeédégabparply transformed
favouring the young, inexperienced employees.

The importance of a human capital and that of knowledge for strategic competitiveness
the companies and the measurevisigpr@f a continuous learning process made possible
for hired persons, particulaaling into account a predictable deficit of an experienced wor
ing force, must be a route indicator both for the companies and the government.

The competitivenessa afountry in global economics and its capacity to raise the sta
dards of the life of its population come influenced by the level of human capital and by t
increase of this level.

For the mode of reasoning of a manager it is very important totadapés ffaiha
company represents a complicatedly intricate knot of resources, capacities and basic com
tences that can be used in order to create a special market place. This postulate means t
some company taken separately does possess orsessicpoe kind of such resources
and capacities which the other companies do not havé, @b alyt drave in the same
combination. Accomplishing the application of its basic competences, a company is able
make the actions that are better tlsenathits competitors. It is essential that the mentality
needed for the modern competitive ambience does determine an appropriate strategy that,
of all, is created in order to gain the unique competitive position and to strengthen it.

The majorigf the Georgian busirem®panies of our days suffer the lack opsuch a
proaches, what is not their fault entirely; several things in this sense do follow from the an
ence outside. The existing economic circumstance requires a different uradegstanding of
tem of company management. The highest management levels of several companies he
been observed in the sense of the insufficient apprehension of interconnectmn between fu
tional and process models of t h dienceo mp a n )
changes. The unity of production functions of a cauglaag, finances, supply, research,
quality, human resources, major construction, production,i risatitatigmerceived as its

17



management system, but it does not work exactyissa. flihctional model of neanag
ment, and it does give us an idea on the functions of business, and about themode of distri
tion of responsibilities for their accomplishment.

The functional model does not contain the information about bondirfigreetween di
functions. This defect of the mentioned model becomes corrected by the process model t
does include the description of resources fluxes used whilst fulfilment of functions, and a
gives us the costs evaluations in order to make the cdtrudafioancial plan. The a
sence of such models often does not led¢leltomnagers to take the adequateemanag
rial decisions.

The results worth indeed to worry about derived from such a state are uded to appear
ways in a short period, correapgmo the acuteness of crisis. The leading Georgian comp
nies must be able to create their internal standards and instructions that will determine t
correlation between the functions and that can reflect entirely qualitative and-quantitative ir
catorsof business processes. Under the conditions of a stable ambience when the prediction
a future is possible by means of extrapolation, the management system has as its logical co
spondents the increasing style of behaviour, the competitiveedypeodiictiaction, and
the management of the company comes to be accomplished using operations managem:
system and monitoring system. Such a system of management looses its effectiveness wt
the ambience becomes more fluid apdedimtable. In thases like that the company
becomes driven to elaborate its strategy for a certain period of time. Our companies that do
have done this yet, will have doubtlessly to establish the system of strategic manageme
especially on the background of theentimcreasing crisis.

The system of strategic management is namely a link that, along with theasystem of ope
tions management and the monitoring system, guarantees a stable development for the ob
of control. Here we have to mention also thatiiveexgstem represents the unity of the
systems of strategic and operations management and the monitoring system, and of the cor
object, thugS = (SM, OM, MS, GereES isExecutive SysteBMi system dbtrag-
gic Management, with-tywdeof functionirgj5 years and mof@Mi system oDpea-
tions Managemenith timeycle of functioniii® yearsMSi Monitoring System, with
timecycle of functionih§ monthsZOi Control Object

The system of strategic management is an inftruheeidp level of direction, and its
absence makes impossible the adequate development of the compdinyef@esaddng
Without this issue a bushoeganization can achieve onlyteharand, in the best dase
also middierm goals, if ebey will be reliably determined on the basis of extrapolation. As
a rule, such a circumstance makes a bad service to the companies, becterse the short
success does cause a relaxed attention and does create the illusion that, from a strategic pi
ofview, everything proceeds in a needed manner. In the circumstance existing nowadays 1
leaders of highest level have to know by all means the state of the systemrof strategic m
agement at their company, have to know how it works and which neotdsbdifi@sits
further development.

For this reason, it is indispensable to conduct a corresponding research w@ith the particiy
tion of independent experts, respective leaders and the specialists from various fields. T
evaluation of the system ofegitatnanagement, in an expedient way, would be held up
according to the following supposable criteria:

1. Quality of management team;

2. Philosophy of business and of its management;
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3. Quality of management cycle of strategy direction;

4. Quality of canitof strategic management procedures;

5. Quality of marketing management;

6. Quality of integration for internal planning of company.

In order to introduce t hecteanddoes meaoaspi C U
highlymotivated, competent, toreggroup of leaders and specialists; philosophy of business
and of its management contains the issues about mission, future image of the company, \
ues; quality of management cycle of strategy direction is meant in order to characterize |
management processes, thafiishe effectiveness of strategic deteiking and of their
accomplishment; quality of control of strategic management procedures includes the contrc
procedures that do guarantee the directing of the system of strategit maldgerhen
marketing management does evaluate, in what measure the management is able to satisfy
requirements of consumers; quality of integration for internal planning of company is exten
to the control of integration processes that, basediration, do preserve the equilibrium
between strategic direction of management and monitoring direction of the same.

Every characteristic represents the unity of several other parameters that-do differ for
ferent companies. It will be betteoiflento achieve the more degree of accuracy, the
evaluation will proceed with the use opairt®Gsystem. The latter can give us a more
adequate picture, all the maevken we do want to see evidently the state of the system of
strategic managemeithas company. Despite of the fact that the approaches tewards bus
ness directing and its management are appropriate, the companies simply do not have 1
clear lonterm landmarks, what gives to them a fairly blurry character. This point does reduc
theenthusiasm to await the completely comprehended and, thus, adequate reactions to tl
future events. As a consequence, the reliability of future predictioryencttesi\gekhls
do not construct the guarantees of achievement for the neededentiveorss ef

The formation of a mechanism of diagnostics for the system of strategic management
the companies is made necessary by the necessity of search for reserves needed in ordel
increase the effectiveness of business, and by such oftheesemjpetitive advantages.

The methods of evaluation represented here have to be tested in a specific ambience of sc
company taken separately, and during such a testing it must acquire the nuances able to b
its quality for a practical use uprie¢bed level. Hence, we do consider that the deeper and
the more extensive discussion of the systparash&ers evaluation given above does
exceed the limits of a scientific article, and it belongs each time to the applied field of a ct
crete company.
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ON TWO HYPOTHESESTRCHASTIC
PROCESSES ECONOMETNRDDELING

Abstract

Purpose Development of the apparatus of the stochastic processes econemetric mode
ing.Discussion The authors identify riskpmment in the dynamics of stochastic processes
in the economy. Theoretical justification of the alternative and proportional expectations is u
to make probabilistic nature of thRemMts The authors suggest stochastic precess d
composition based econometric approachlltzate a probability space of risks, and to
identify shocks realizations that lie beyond the boundary of this space. Propertional expec
tions hypothesis distinguished two types of the event influence on the stochaktic process
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zation: continuous (risk) and discrete (shock). The authors suggest model errors and residt
as the main source of information for the identification of the probability dgwece of risks.
technique of econometric modeling of the price andcetses pn stock market under the
conditions of the proposed hypotheses is considered in the empirical part-eisthe study. F
results have not disproved the statement that the modeirossilduatiitional information
about the simulated ratharcase of lack of relevant factors.

1. Introduction

The interest in the development of probability and statistical ideas and methods of stoch:
tic calculation on the stock market is supported by popularization and accessibility of finan
speculationslistories about investment success, Nobel prizes in economy for the input in the
development of the stock market theory, as well as various crises and breakdowns only pro\
for this. The problem of taming this special financial reality occupizfsbibid thieciet
cians and practical workers. And if the latter seek to hit the jackpot and catchnthe spirit of fin
cial speculations, which is for some of them is the goal in itself, then the former are focused
the uncovering the laws of this finaadig functioning.

Speaking about the modeling of the stock market processes, in generak-we think it re
sonable to stop at two fundamental results, received in this sphere.

Firstly, it is the model of L. Bachelier. He suggested the modekskgdacéhproase
of continuous time, in accordance with which the price changes according to the law

§=3 At BN @
Differential form of which looks like
dS =ndt +5th\‘ @

whereW - N(O’t) I Winner process Witltvatiatiorq;OV(WS ’W) = |nf( b S)
The given equation discloses the essence and bases principle of price process realizati

According to the given equation, the increment rates as a rar%m:luﬂh@pa small
interval of tim@t include two components. The first addend describes the set by the trend

determined part of the increment value, proportional to the length of thadima heterval
second addend generates the stochasthapgds of random value, defined as average
quadratic deviation, proportional to the square root of the time interval length. Winner proc:

Wt casts on the price dynamics some random noise, proportional to the average quadra
deviationS .

Secondly, it is the model of P. Samuelson. The given differential equation of L. Bachel
contains one technical drawback, this is a positive probability of obtaining nkgative price \
ues. In his seeking to elimihatedid drawback and simultaneously developing the ideas of
L. Bachelier on the price process realization, P. Samuelson assumed thatmot prices the
selves but their logarithms obey the law (2). Then the model of the price proeess will be ci
venient to prest in the form of economic browning movement with drift

QZ%eant‘FS\M, (3)
which with taking into account the results[dfiK5tbg has the following differential form
ds = g(mdt+sd
§=9( W @
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wherd? = mM0,5 +m, 0

The presented model has retained the principle of the price process realization and its c
tent interpretation provided by us before.

Thecircumstances were that the presented model of economic browning-movement b
came the base for stochastic calculation in finance. In financial mathematics it plays the r
similar to that of Bernulli scheme in classical theory of probability. &engtsimpie
derstanding the model possesses the multitude of applications. The model makes it possibls
completely calculate many financial characteristics, in particular, optimal structure of stc
assets portfoli@, 4, 7, 9], just prices of optid)$,[10 17 and hedging strategidgk An
interesting result is obtained in the binomé&lalfroption just price identifick§owlich
envisages the creation of the naupuve prog
exsting riskless return trend and known deviations from it.

The goal of the given study is the development of econometric modeling@pparatus of s
chastic processes in the economy. In the main part we present two hypotheses, which exte
the opportunitiessabnometric modeling, and provide the results of their testing for adequacy.

2. Problem statement

The observed variety of the stock market price fluctuations is much richer than that, whi
can be obtained using the equation data. A considerafdeqpane dfyhamics still remains
beyond their boundaries. In this connection we tend to think that the addend responsible
stochasticity of price fluctuations in the presented equations characterizes only part of unc
tainty, while probability distnibistknown or identified.

In his worll§ A.N. Shiryaev notes that in the given péadleisertainky emerging
on the market, can be describedmadomnessn the limits of some probable &pake
believe that such reductionism can be onl
price process as a stochastic one, as, following the logics of F. Knigjiit trotghts [
impossibility of outcomes and/or their probabilities assessment in the conditions of uncertal
we encounter the contradiction ofginmatipe.

The real stochastic space of uncertainty cannot be identified empirically, we tend to thi
that in its structure it is possible to identify the stochastic space of risk. Risk itself should
understood as one of the components of randdmoiessnvibe explained and assess its
probability. Empirical research showed that in practice it is possible to identify the probab
risk space, but the unidentified factors, which possess strong discrete influenoe on the econ
ic process dynamics imyr@ases are located beyond its boundaries.

We have expressed the idea of adding classical view of the market process, which has
determined and risk component, with the shock component. The hypotheses iand their theol
cal substantiation in the giveraras, in a certain sense develop this idea.

3. Alternative expectations hypothesis

In the given work we will assume that risk is a symmetric value. For the assessment of
expected risk boundaries we will use the concept of Tis}. effétst §ssence risk effect is
a random valuehiah characterize the expected deviation of the process trajectory from its
determined trend. As a rule, deviations of the kind are determined by the influence of exter
factors of nesystemic character, due to which their introduction in the mdoddeseem
difficult enough. It is evident, that the dynamics of the stock market processes is not limited
the given value from the bottom and/or the above. But, as it & Yha@considerable
part of the stock market fluctuations process occurs exactly in the limits of e risk effec
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tend to believe that the exit of the process dynamics beyond these boundaries conjugates \
irregular external economic shocks.

Taking into account the above said it is convenient to execute the decooaposition of st
chastic process realizationrbg tomponents (1) determined, (2) risk (3) shock.

We will formulate the alternative expectations hypothesis in the followingkway. When m:
ing a prognosis a researcher expects, that the expected realization of the analyzed proces
at one of the altematlevels: either above the determined trajectory or below it. The deviation
value of stochastic process from its trajectory in the conditions of uncertainty can be statistic
assessed with a high level of reliability and used with the ambiyaiwiositsd progn
sis in future.

Letds examine the technical side of ecc

into account the alternative expectations hypoth(egﬁ t° 0 it some stationary stochastic
process describedhy model ARIMAQ, 0)
p

y,=a 89 hly+e, t 4T
i=1 , (5)
whereL' Lyt =Y i lag operator.

Then for the identification of thsk effect in the equation of the modeling process
dynamics we introduce (5) a piecewise continuous function

g-1LC 56 ©
x=x(&) 3 _
|+1,q—dZ-OI{J ’ (6)
the values of which are the indicator of alternative expectations. (the characteristics of t
discrete random vaRfewere examined in detad]in [

Taking into account the above said the dynamics of tr(eyb)ﬁ@esﬂl be described
by random value, the denotations of which are determined in accorddmeetionth the

Y =y(Lv.x) i=1p

looks like

In further discussion we will assume that the given function

p )
yt:a-ébl—lx+d§+)41 t j—;T
i=1 , @
T 2
WhereX iid (O,SX)-

L e . . .
Decomposition of random valueincluded in the equag@nwith the help of thke a

dend d)ﬂ makes it possible to identify stochastic space of risks and reveal the manifestatio
X .
of shocks't, located beyond the boundary of the said space.

Traditionally shock in the economy is interpreted as some unlikely and unpredictable eve
the occurrence of which may produce a strong positive or negative influence on the econol
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Theoretically, shocks as the phenomenon of uncertainty, coudd berqvittidtthat we
possess the necessary information.

It is not possible to draw the circle of all potential sources of economic shocks. History
full of different examples in this connection. Economic shock cam be caused by the multitud
differevent s, which havendét happened before.

In our opinion, shock should not be understood as unlikely or unexpected event, when \
are talking about empirical probability. We believe that shock is always something new. We
even talk about some uniquefies®womic shocks.

The alternative expectations hypothesis is useful in understanding the strgeture of stoch:
tic processes in economy. It is also convenient for the researcher due to the fact, that it is ec
realized as a model, moreover, not trdypentiple level. In particular, earlier in the given
researchd] we have demonstrated applied opportunities of econometric modeling in the cond
tions of alternative expectations hypothesis using W. Sharp diagonal model £§.an example |

4. Proportional expectations hypothesis

Model (7)rpvides discretentinuous perception of stochastic process realization. Ru

ning ahead, we can say, that thanks to the availability of the discg&e Huxtend

crease approximation capacities of the given model. Alonlysidi isieasy to see, that

the obtained discretmtinuous presentation of stochastic process realization is still rough
enough. Further we present our suggestions in respect of the driving force of such deviatio
which occur in the stochastiegsaealization.

The regression analysis assumes that the deviations of factual values from the predict
ones are of random character and do not contain the information on the simulated indica
This assumption is correct on condition of coriieatispagfifeconometric model and incl
sion in the model of all factors, which produce a systemic, statistically meaningful influence
the simulated indicator.

Often while modeling the stochastic processes in economy, in particular, on the stock m
ket, here occur problems of the lack of relevant factors, which systematically influence tt
simulated indicator. As a rule, in connection with this the explained share of the depend
variable variation becomes low. We believe that in such situasonslitéstseassume
that the deviations of the factual values for the predicted ones contain the information on
scope of the influence of the multitudesg$teonic factors on the simulated indicator.

It is not possible to include all these fiact@snodel as they are of not the repetitive
nature in their majority they are unique; moreover, in the course of time, almost for sure ¢
factors, by all means, substitute other ones. Due to the impossibility of their inclusion in 1
model we will texnot on the nature of the said factors but on the force of their influence on
the simulated indicator, regarding united abstract factor, which discretely influences the sir
lated indicator.

The proportional expectation hypothesis can be formufatenhimgheay. The value
of the stochastic process deviation from its trajectory in the conditions of uncertainty is proy
tional to power of influence edystemic external factors.

The dynamics of stochastic process in the conditions of xpectatical hypeth
sis will be described by not one equation, as it is envisaged by the alternative expectatic
hypothesis, but by their system
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p )
yo=a - hLy dx xt+
i=1

——) — —) :

p=P(x = }|2) g% exfzib) é

whereZ i external factor.
This is a less rough presentation of discrete deviations, described in section 3. Taking t

®

mathematlcal expectatlon from the first equation of the system ano( regaadirfig-

tor, andq

, we will obtaln

reﬁ £+a ELy, +&aq -p),

ip=P(x = t|z) & ep(zib)yo P 9

From which it easy to see that discrete deviations are smoothed by in probability, assuri
the increase approximation adequacy and prognosis of stochastic processes realization.

5. Results of the empirical part of the research

In the empirical part of the study we seek to disprove the hypotheses presented in the p
ceding sections. As input data we useériesg1) of day RTS index values for the period
from 03.01.2012 till 30.12.2013; (2) smoothed RTS index values (3); day RTS index retul
and (4) smoothed day RTS index returns for the same period. Sliding smoothing of the R
index value series lewas warried out according to three observations, and the returns series

—_) —

level according to five. The examined time series are brought to the @a'_r‘réqgngth

We assumed that the analyzed time series are described by the fiydelARTIA
test the hypotheses it is reasonable to use F test to check the limitations for regression para
ters. For the alternative expectations hypothesis (in tablésEbBlave shall test HO:

d= 0, and for proportional esai@n hypothesis (in tables beRiH) correspondingly
Ho:C=0.

The results are presented in taldle8slit was expected, the application of the altern
tive expectations hypothesis provides a rougher presentation pfatessagtidization
compared with the application of the proportional expectations hypothesis. Nevertheless, i
more adequate compared with the initial model.

Table 1
Modeling results for values series of RTS index

Parameter{ __ ARIMA (2, 0, 0) ARIMA (B, 0)4 ¢ { ARIMA (2,0,Q)} {
a 2373 (11,71 26,2807,048 24,927%7,290
b 1,018* 0,045 1,003+0,03) 1,0310,028
b, -0,0360,045 -0,021(0,03) -0,0480,028
d . 15,071%0(62% 22,846**(0,815)
R 0,968 0,985 0,988
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| 582,907 |

786,118+ |

Table 2

Modeling results for smoothed values series of RTS index

Parametery ARIMA (@, 0) ARIMA (2,0,Q) 0 { ARIMA (2,0,Q)1 {
a 11,802**(5,908) 14,7217*(4,002) 11,206"*(3,652)
b, 1,499*(0,039) 1,482%(0,026) 1,495%*(0,024)
b, -0,507++%(0,039) -0,492*++(0,026) -0,503*+*(0,024)
d i 7,556*++(0,312) 11,359*++(0,401)
R? 0,992 0,996 0,997
E i 587,083** 803,561

As a rule, values series by their nature a@ppettémated and foredast.even for
such series the application of hypotheses provides the model adjustment accuracy gain.
results of F test do not disprove this. The returns series are of much bigger interest for us.

Table 3

Modeling results faeturns series of RTS index

Parameterg ARIMA2, 0, 0) ARIMA 2, O, ARIMA2,00)4 1 {

a -6,89ED5(6,36ED4) -6,31E06(4,31ED4) 2,57ED5(3,90ED4)

b1 0,044 0,028 0,044
(0,045) (0,030) (0,028)

b2 -0,0360,045) -0,055%0,030) -0,041(0,027)

d i 0,010***(4,34H) 0,016***(5,471)

R? 0,003 0,544 0,626

F i 587,350%** 825,639***

In thereturns series trend component is not present. This is testified by the low reliability
regression parameters assessment with lag variables in all three cases presented in table 3.
all its features the returns series under analysis resembldssdeggen@ibe given estat
ment is not disproved fig. 1
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For the series under study the application of alternative expectations hypothesis made i
possible to increase the accuracy of the model adjustment by almost 50%. But, judging
Figure 1, the series approximation is still rough enough.

Using the progional expectations hypothesis, we increased the accuracy of the model
adjustment by almost 10% and obtained a better series approximation (see fig. 2).

It is easy to see that by the results of the F test the application of the suggested by us !
pothesesvhile building econometric models is more preferable in comparison with the initi:
model.

04 T T T T T T
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006 1 1 1 1 1 1 1
. rklﬁl 50 100 150 200 50 300 350 400 430 500

Figure 2. Dynamics of yields series of RTS index (PEH)

o

Further. Applying the procedure of the sliding smoothing for yields series we obtained t
derived seriestlwthe memory, which assures statistically important trend component. In fig.
it is easy to see the presence otamorrends.

Table 4
Modeling results for smoothed series of yields of RTS index
Parameters| ARIMAZ, 0, 0) ARIMA 2, O, ARIMAZ, 0,Qy ! {
a 2,25ED5(2,12ED4) -4,42E05(1,44ED4) -5,36E05(1,34ED4)
bl 0,710*+0,045) 0,683**0,031) 0,672*%0,028)
b, -0,0460,045) -0,0140,030) 0,0100,028)
d i 0,003*+¢1,44ED4) 0,005**¢1,78ED4)
R? 0,460 0,752 0,786
F i 582,727** 756,978%*

The initial model explained a bit less than the half of the varidépendétheari
ble while the usage of the suggested hypotheses has improved the precision of the mo
adjustment by almost 20% and 23% correspondingly. Irregular outlier obserrations are de
mined by external shocks
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Figure 3. Dynamics of smootlyéelds series of RTS index (PEH)

The given results did not allow to reject suggested by us hypothesis. The alternative €
pectations indicator, both in its rough presentation, and in smoothed one, evidently and follc
ing the results of F test is not exedesiany of the analyzed time series with reliability of
99%.

6. Conclusions

In accordance with the set goal in the course of the research we have solved a number
theoretical and practical problems.

The ideas, enclosed in the suggested here hypathassed earlier while building
econometric models but in the form of some fragmented technical methods. At present tt
have acquired a proper theoretical substantiation, which unites them.

The alternative expectations hypothesis makes it podetbéermigtaassessment of
the risk level and the proportional expectations hiyplstiagisish stochastic risk space
and reveal the manifestations of shocks, located beyond its boundary. It is shown that in
conditions of lack of relevant fadbich, systematically influence the simulated indicator, it is
reasonable to use the deviations of real values of stochastic process realization form th
assessments according to the model as the main source of information when identifying <
chastic riskpace. The proportional expectations hypothesis makes it possible to distinguisl
two types of a chance influence on the stochastic process realization: continuous (risk) a
discrete (shock).

The suggested hypotheses make it possible to model prioessabzation of which
we observe different types of dynamics. We believe that econometric models, which realize
hypotheses, will make it possible to improve not only approximation but prognostic attribute
the models with the assurance @fohieed reliability. It is necessary to note that, alongside
with this, the procedure of econometric model building of stochastic process becomes a
more complex and multi stage.

The value of the developed hypotheses is in the fact that eacdofdhbm dea
tion of econometric model of specific type, which is, nevertheless, is the subject for adequi
test. In our opinion, this is their advantage over classical econometric models. Alternative
pectations hypothesis leads to the creatiomtef clistinuous model of stochastic process.
Proportional expectation hypothesis, in its turn, leads to the creation of econometric mod
system, which describe the regularities of stochastic process realization. Presented in the 1
section of the givarticle results of the empirical part of the research, where we demonstrated
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the technique of econometric modeling of pricing processes and yield on the stock market \
the application of the suggested by us hypotheses did not disprove them.
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SELFSERVICE STRATEGY BIEMPMENT IN CONSUMER
COOPERATION TRADETEBIR BASIS QWARKETING

Abstract

Thepapesuggestthemodebftheformatioandrealizatioof selfservicalevelopment
strategyn retailtradeof consumecooperationyhichincludeshe selectestrategidire-
tions realizatiorermsandassessmemhechanisn.hepaperalsosuggestshedeveloped
andsubstantiatatirectionsnthedevelopmenfselfservicatthelevelof ororganizations,
shopsandsaleprocessandprovideshemeasuresntheattractionfbuyersntheshopof
consumezooperation.

The gowing role of retail trade is determined by the necessity of meeting the demands of
human being as the main imperative of economic and social progress and the dynamic nat
of changes in the given sphere of activities.

Scientific research and busimessiqe of consumer cooperation organizations testify
that retail trade, while providing for the development and efficiency improveraent both of se
rate consumer cooperation organizations and the system as a whole, needs the identificatio
the most effent forms of services provision to the population and goods sales methods by
retail trade companies, adequate to economic situation in consumer cooperation and in |
economy of the country.

Development of sadfvice characterizes it as a processtioing the transition to a
new qualitative situation in consumer cooperation retail trade at different management lev
(organization, shop, technological process) due to the appliesivicefasetdn efficient
goods sales method, which mabessible to improve the efficiency of retail trade comp
nies and the | evel of buyersé satisfacti
time of goods purchases as a result of the creation of more comfortable conditions for th
execution [10

Applicatioof seltservicenethodn consumerooperatiomtaitrademakest possibléo
accelerattheprocessftheprovisionfsuchservicesgoodsaleq11].

Oneofthemainobjectivesfconsumerooperatioretaitrades thedevelopmenfself
servicestrateggirectionandthewaysofitsrealization.
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Thatis whywesuggesthemodebfthedevelopmeandrealizationf selfservicestra-
egyin consumerooperatioretaitrade aimedat therealizationf the mainmissiorof can-
sumecooperatiamrougthedevelopmentselfservicaviththeconsideratiafthefactors
ofmacromicraandinternaénvironmenfthesystensubjectfunctioningvhichincludeshe
identifiedtrategidirectiongermsofrealizatioandassessmemechanisntheparameters
ofwhichserveastheinformatiobasisortheselectedtrateggorrectio(Figurel).

=,
Consumer cooperation system mission:

satisfaction of the needs of shareholders and general public
in goods and services

Goal: development of self-service in retail trade
of consumer cooperation

Study of factors influencing self-service introduction
in consumer cooperation retail trade

Analysis of micro Analysis of macro Analysis of intemal
envimmt factors envimmt factors envirnmnt factors

Self-service development strategy  in retail trade
of consumer cooperation

; i
{ | |
Strategic directions
of self-service development
at the level of organization
of consumer cooperation

Directions of goods sales process improvement of self-service
shop by operations
|

Strategic directions of
self-service development
at shop level

I 1 |

Meeting Goods Goods Settlmnt and goods
of buyers offer select ke

l ~
Self-service development strategy realization
in  consumer cooperation retail trade
| | |

At the level At the level At the level of goods
of organization of shop sales process

[ Strategy realization assessment J

l Selected strategy correction I

Figurel.Modelofthe developmerdndrealizatiorof selfservicestrategydevelopment
in consumecooperationetailtrade
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The developmieof the sedkervice strategy development and its introductien manag
ment will make it possible to not only ensure the achievement of the set goahbut build sust
able consumer preferences with taking into account the developed and substastiated directi
for the development ofssaifice at the level of organizations, shops and salesgrocess (T
ble 1).

Table 1
Directions for seéfrvice strategy development in retail trade of consumer cooperation
Levels Main directions
- i creation of the united chain of consumer coopes#ivitaalhops;
9o i opening of sakrvice shops for selling of mainly foodstuffs and nti
© ment goods;
g2 i further transformation of shops iseseétfe units through renovatioi
8 -% technical requipment of the existing shops;
o N i development of ssfvice shops of the typeind the corner s&op
g G i building of large trade units with centralized warehouses, comput
2 g each shop and the means of automatic transfrosdiens éor goods deli
s from the central warehouse to all shops;
o i creating of the single brand efesei€e shops;
i acceptance of the united standardssfrsielé shops design;
ifadoption of buyersd stimulatio
i issuing and distribution among shareholders and general public of g
s idevel opment and holding of eveg
= seltservice shops;
o i development of the assortment taking into accountayipigddatipn of f
=) goods lots;
8 g i availability in the assortment of own production goods of consume
T 2 local producers and large out of the region producers;
g @ i growth of the share of low positioning goods;
2 i control of the quality of goodsa¢ seffervice shops;
8 i personnel training with the view of their professional qualities impro|
T maximum application of IT;
T provision of additional services;
i decrease of commodity losses
iplacement of small <childrenés
Meeting @ i designing of trade area interior with taking into account of functiong
buyers criteria;
" i establishment of convenient working mode
4 § T availability of assortmenmtacd i ng t o buyersd p
8 o |7 rational, organization of trade area;
S| Goods | £ i placement of commodity groups with taking into account of sales vq
8| offer .g'l'display of goods with taking i
s % horizontal and vertieabth of demonstration resource;
a & |1 additional sales points with goods display
S Sliidentification of buyers6 movie
O % ties of their behavior;
Goods '!' decrea;e of timg for goods searching theagblication of advertisin
selection |nforn_1at|9_n materials;
i availability of the permanent sales zone;
i creation of the trade area atmosphere with the usage of aromag
lighting according to the attributes of the offered goods
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i availability of srreifle goods at the cash desk zone (reminding, a¢
Settk- sonable, random goods)
ments an| i availability of express cash desks;
goods i observance of the optimal width of aisle between cash desks an
release equipment;
i introdu@n of automated settlement points

Letds examine the directions of the str
selfservice at the level of consumer cooperation organization.

It is necessary to create a unified chais@fvésdf sho@s chain trade is the mbst e
ficient form of shops unification for both trade and the economy as a whole.

Small seffervice shops selling mixed assortment goodsumdthhe corner location
and convenient working hours in the evening will neakebtlpas t o sada i sfy |
mand in the said groups of goods.

Growing competition in the sphere of retail trade determines the necessity of the creati
of the united brand and united standards of consumer coopgeratamstelps design.

To inaase the interest of buyers including shareholders it is necessary to develop a set
measures on their stimulation (Figure 2).
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Goal of measures

Attraction of Encouraging Development of
potential buvers buyers to purchase buyers’®
preferences

Information measures

-advertising in press, —provision of consultations —marketing
radio, on TV by sellers: communications
—window display —usage of information signs; application
design —availability of special price

tags

Organizational measures

—establishment of | —development of goods —introduction of united
suitable working optimal assortment assortment matrixes for
mode; —provision of quality the main groups of goods:
—issuing of shop | goods:; —improyement of

cards; —sampling application; services provision quality;
—holding of sales —usage of single brand —improvement of

emplovees™ qualifications;
—increasing the number
of additional services

Economic measures

—application of the ~provision of attractive -sellers’
svstem of for consumers prices stimula.ti_on;
aCE‘.‘u.mula.ted for goods:; ~buyers’
discounts, bonus ~ application of price stimulation; )
systems, discount stimulation means; —shareholders®
. ca-.rds — provision of stimulation
preferences to
shareholders

Figure2. Measure®n attractingouyersin the selfserviceshopsof consumercooperation

The suggested measures willimake possi bl e to increase bu
cession of interconnected actions on the attraction of potential buyers.

When developing the assortment-sdrsate shops it is necessary to take into account
own produced goods, goods of thevieighf ieadiness and the goods of local producers.

To maintain competitive positions-sersateé shops it is necessary to pay attention to
not only the quality of the offered goods but to improve the quality of services provision thro
personnel trang and improvement of their qualifications.
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In many countries-selfvice shops widely use lts, the process of purchase®is fully aut
mated which will make it possible to acquire additional knowledge and experience in the spt
of retail trade

Selfservice shops should provide services on ensuring the safety of personal belonging
during the visit in the shop, they should also have a parking lot, which directly-influences a <
service shop attendance and the volume of the avery purchase.

The buyewho arrived in the car, leaves at the supermarket the s200%y|d@er
not only because his/her income is higher but also due to the fact that he/she has the mean
bring the bought goods home [3].

Due to the growth of losses, connected with bujeosr g e tséruicé sheps s |, S ¢
should use technical means.

Merchandising approach was applied at the working out of the direstiomseof self
development at the level of goods sales process.

Merchandisinga componerdf the marketingechnologgn goodgpromotiofromthe
produceto consumeryhichmakest possibleéo ensurecompetitivenes§consumeco-
erationetailer§l2].

According to the concept of merchandisingeirviselfshops it is necessary to attract
b uy e r wrousirgtalt zenes of influence connected with the operations of sales process.

An i mportant psychological influence at
sign, which is one of the laconic types of advertising.

The entrance zone desiguldhoe a logical continuation of the name and sign and r
flect the concept and the goods specificity of the shop.

It is necessary to create comfortable conditions for buyers during their attendance ar
goods purchases. Thus, in theesei€e shops teetrance zone is suitable for the arganiz

tion of childrends nooks.
When designing the interior of the trade area it is very important to renewnadvertising co
positions in shop windows as it attracts

Changes in the way of life ofthlepapulation, in particular, in the prolongation of buying
activity, determines the transfer of consumer coopesatiginessliops to prolonged or
round the clock working hours.

Sales process operatigoods offer is in the maintaining of tkeargdevel of stock,
which is sufficient for continuous trade, availability of wide assortment, and optimal placem
of goods in trade area and its skillful display.

The goods of the everyday demand, the purchases of which are planned at every visit t
shop, are the ones of the highest demand. The said group of goods should be placed on
external perimeter of the trade area to make purchases convenient.

Goods of periodical demand are the goods, the purchases of which are planned once
several visi. That is why they should be placed in the center of the trade area.

Goods of impulsive demand are the goods
the given visit to a shop.

The efficiency of ssfvice shops trade area demonstration sedepareds on the
|l evel of their placement in relation to b

With horizontal goods display ituis nec
l'iarities. Thus, by t h dendy mthedisplay bf gdndsyheyr s 6
distinguish three zones, each of which, in its turn, can be subdivided into seweral sections (
ble 2).
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Table 2

Zones of horizontal goods display and their participation in the sales volumes formation [6]
Zone of Zone of Zone of
cattention span coptimal salés ctired attentién
1section 2 section 3section 4 section 5section 6 section
68% 100% 96% 84% 62% 45%

The zone @fttention spaiis passive enough from the point of view of participation in
the formation of sales volumes. That is why the goods located in the said zone need additic
attraction of the buyersé6é attention to th

The zone of tigeptimal saléss the most prospective from the point of view df sales vo
ume assurance that is why it should contain the goods, which bring the largest profit.

The zone of tigdred attentiéns the most passive from the point of vieb ity e r s 8 &
tention and sales volumes as in it buyers, as a rule, are ready to accelerate their movem
and due to this lose interest to the examination of goods display.

The goods in the said zone also need additional support by the influencetfectors lik
zone ofattention span

To assess the | evel of
reasonable to use the information presented in Table 3.

consumerds atten

Table 3
Zones of the vertical goods display and their participationsalésevolumes formation [6]

Zone ofobservati@n Zone ofaccessibiligy Zoneofchenad
180 14@m 14G6Qcm up tasm
62% 100% 48%

In particular, one of merchandising rules says, that the best place for goods demonstrati
is to the right atthee v e | of a buyerds eyes.

Due to this here it is reasonable to display goods, which ensure the largest profit and t
goods of urgent realization with the expiring shelf life.

It is reasonable to fill upper zones with the goods with high level @fvahdetadde
with low goods turnover. Such goods are often presented in gift packing.

In their turn, at the lower levels which are believed to be the worst from the point of view
merchandising, there should be the goods of low price category.

Besides maisales points in safvice shop it is reasonable to create additional sales
points with goods display.

To decrease the time for goods purchases and search for goods in the trade area it is p
sible to use S materials.

When new unknown to buyersgmedsold it is necessary to conduct advertising, with
the help of which the necessary information on goods will be presented and it will stimul;
sales.

The main bulk of decisions on the purchase is made under the influence of emotions, a
the sensefemell produces the strongest influence on the emotional condition of a person
Smells take an active part in the creation of the shop atmosphere, for their dispersion they |
various flavors.

Music all ows regul at i nge musicecorregpandsdo dof b u
mographic attributes of buyers then they spend by 18% more time in the shop as usual anc
17% more as usual spend money [2].
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The lighting level should be maintained in such a way as buyers can see the goods w
and, in genertthe shop looks bright and inspires to come in.

In the cash desk zone there should be locatsidesigadids of the certain principle,
chil drends goods, newspapers and magazi ne
then buy.

In order to accelerate settlement operationseirviselfshops it is necessary to use
modern highly efficient cash machines.

The suggested directions would provide for both the sustainable develepment of se
service at the examined levels and imenb\a competitiveness of consumer cooperation
retail trade companies.

Developmeandintroductioof selfservicestrategybjectivelgnvisageits realization
attheexaminetkvelsOnthebasisoftheexecutedssessmenppsitivelgrnegativelghar-
acterizinthedevelopmenftselfservicen consumesooperatiotherecanbeformulatedn
adequatenanagerialecisionn respecbf the developmestrategyundemealizatiorilhe
decisioron the correctionf the selfservicestrategyevelopmemian be madein caseof
revealingftrendswhictdonotcoordinateiththeinitial\setgoalsandobjectives.

Thusselfservice development strategy in consumer cooperation retail trade on the basi:
of marketing is aimed at the realization of thissiamof consumer cooperation through
the development of-selfice.
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