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Abstract: We note a significant role of the agricultural sector in the development of economic systems in a significant
number of post-Soviet countries of Eastern Europe. However, Eastern European agricultural enterprises have significant
problems in ensuring and managing their competitiveness, where reputation and the risks associated with it are of key
importance. Novelty. The scientific novelty of the research paper is the developed algorithm of reputation risk
management, which is based on the author's methodology of their evaluation and takes into account the peculiarities of
such management in agricultural enterprises from the post-Soviet countries of Eastern Europe. To achieve the goal and
test the hypotheses put forward in the research paper, a set of general, specific and technical methods were used at the
empirical and theoretical levels, such as: abstraction method; expert method; methods of analysis and synthesis;
comparison; deduction; induction; methods of systematization, grouping and logical generalization. The research
methodology is based on systemic and functional, historical and systemic approaches in identifying and resolving the
range of problems of reputation risk management within the framework of improving the competitiveness management of
agro-industrial enterprises from the post-Soviet countries of Eastern Europe. For the purpose of the study, data were
collected and an empirical analysis was conducted concerning the eleven Eastern European countries that were part of
the Soviet Union for 1991-2018 regarding analysis of the dynamics of agricultural production and its share in GDP
according to statistics taken from the KNOEMA databases. Policy considerations: the agricultural sector of the economy
plays an increasing role in the economic systems of some post-Soviet countries of Eastern Europe, serving as the basis
for their sustainable development; agricultural producers from the post-Soviet space of Eastern Europe have problems
with ensuring competitiveness in national, international and world markets; reputation risk plays a significant role in
ensuring and improving the competitiveness management of agricultural enterprises from post-Soviet countries of
Eastern Europe; the formation of an effective reputation risk management algorithm is a key element in ensuring and
improving the competitiveness management of Eastern European agricultural producers.

Keywords: Agricultural enterprises, Reputation risk assessment, Reputation, Competitiveness management,
Reputation risk management.

1. INTRODUCTION developing countries, which include the post-Soviet

countries of Eastern Europe. Since independence,
these countries have undergone a difficult period of re-
industrialization, leading to the gradual loss of their
industrial potential and the growing role and importance

A gradual transition of the most developed countries
of the world from the concept of building an industrial to
a post-industrial economy, based on the active

development of its “tertiary” sector (service sector)
transforms the world economic system and influences
the development of “primary” (agricultural production)
and “secondary” (industrial production) sectors at all
levels of such a system (local, regional, national,
international, global). At the same time, we note the
growing role of agricultural production in a number of
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of agriculture for their sustainable development (Réthig,
2017).

The agricultural sector, given its higher resilience to
crisis in the global, international and national
economies (FAO, 2018), as well as lower competition
in a large number of segments due to high growth in
food demand (FAO, 2019), is increasingly important to
ensure development of national economic systems of
post-Soviet countries (Kimhi and Lerman, 2015). At the
same time, as agricultural markets have emerged,
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agribusinesses from the post-Soviet countries of
Eastern Europe are increasingly focusing on ensuring
and maintaining their competitiveness in local, regional,
national, international and global agricultural markets,
as well as improving the efficiency of managing their
competitiveness (Gusakov and Shpak, 2018; Shvets
and Butenko, 2017; Trubilin, Sidorenko and
Mikhailushkin, 2016).

We note considerable scientific interest of both
scholars from the post-Soviet countries of Eastern
Europe and scholars from other countries to the
problems of development of the agricultural sector of
the economy (Chang and McAleer, 2014; Csaki and
Nucifora, 2006; Hvid, 2013; llina, Miloradov and
Kovaltchuk, 2019; Khasanov and Ksenofontov, 2018;
Kuipers, Rozstalnyy and Keane, 2014; Petrick and
Weingarten, 2004) and ensuring the competitiveness of
agricultural producers (Chryniewicz, Kyryliuk and
Wojtaszek, 2016; Kovaltchuk, Blinova and Miloradov,
2017; Kovaltchuk et al., 2016; Maslova et al., 2019;
Patyka, 2018) of these states. At the same time, we
emphasize the need for further transformation of
agricultural producers in the post-Soviet countries of
Eastern Europe in the context of increasing their
competitiveness and taking into account the
peculiarities of their financial and economic activity, as
well as the key risks of its implementation, where one
of the main ones is the reputational risk.

The range of problems of the study of factors and
risks affecting the competitiveness of agricultural
producers are one of the most relevant in scientific
economic research (Bedvarova, 2008; Gunjal, 2016;
Matyja, 2016; Sachitra and Chong, 2016). At the same
time, we note that most scholars do not consider
reputation risk as a key risk for agricultural producers’
competitiveness, considering it important for industry
and services (Giorgino and Monda, 2014; Heidinger
and Gatzert, 2017; Pagach and Warr, 2009).

Given that intangible assets account for 70-80% of
market value of a business entity, including an
agricultural producer, where a significant number of
these assets are determined by reputation risks
(Eccles, Newquist and Schatz, 2007), reputation risk
management is a key aspect of ensuring its
competitiveness and sustainable development. The
importance of reputation risks and managing them in
ensuring and enhancing competitiveness was also
confrmed by the Global Risk Management Survey
conducted by AON (2019), where reputation risks were
identified as one of the most dangerous for business.

Thus, a critical study of scientific research allows
identifying the following problems:

- insufficient attention to and management of
reputational risks within the framework of
ensuring and improving the efficiency of
managing the competitiveness of agricultural
producers;

- the need to find new ways to increase the
efficiency of managing the competitiveness of
agricultural enterprises from the post-Soviet
countries of Eastern Europe within the
framework of continuing the processes of re-
industrialization and increasing the weight of the
“primary” sector in the economic systems of
these countries.

The identified problems allowed formulating the
objective of the research, namely: to develop ways of
improving the competitiveness management of
agricultural enterprises in Eastern Europe based on the
introduction of reputation risk management.

For this purpose, it is important to confirm or refute
a number of hypotheses, namely:

- the agricultural sector of the economy is playing
an increasing role in the economic systems of
the post-Soviet countries of Eastern Europe,
serving as the basis for their sustainable
development;

- agricultural producers from the post-Soviet
space of Eastern Europe have a high level and
effectively manage the competitiveness in
national, international and world markets;

- within the framework of ensuring and improving
the efficiency of managing the competitiveness
of agricultural enterprises from post-Soviet
countries of Eastern Europe, reputational risk
plays a significant role;

- the formation of an effective reputation risk
management algorithm is a key element in
ensuring and improving the competitiveness
management of Eastern European agricultural
producers.

2. MATERIALS AND METHODS

Within the framework of scientific research, a set of
general and specific methods at the empirical and
theoretical levels was used to achieve the objertive
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and test the hypotheses put forward in the research
paper, such as: abstraction method for identification
and description of types of agricultural producers in the
post-Soviet countries of Eastern Europe; methods of
analysis and synthesis to identify trends and problems
in the development of the agricultural sector of the
economy in Eastern European countries; comparison
to describe the factors influencing the competitiveness
of agricultural enterprises in the post-Soviet countries
of Eastern Europe; deduction to study the impact of
reputation (reputation risks) on the relationship of
Eastern European agricultural enterprises with their
main counterparty groups; induction for forming the
algorithm  of reputation risk management at
agribusinesses from the post-Soviet countries of
Eastern Europe; methods of systematization, grouping
and logical generalization for systematization of
information, drawing conclusions and making scientific
proposals of the research paper.

The research methodology is based on systemic
and functional, historical and systemic approaches in
identifying and resolving reputation risk management
within the framework of improving the competitiveness
management of agro-industrial enterprises from the
post-Soviet countries of Eastern Europe. At the same

time, the systemic and functional approach allows
identifying the place of reputation risks in managing the
competitiveness of Eastern European agricultural
producers. The historical approach has been used to
work out a chronology of the development of the
agricultural sector of the economy of the post-Soviet
countries of Eastern Europe, as well as to evaluate its
development over the period from 1991 to 2018. The
systemic approach allows considering agricultural
enterprises, their competitiveness and reputation as
components of the economic systems of post-Soviet
countries of Eastern Europe.

In this research paper, reputation and its risks are
presented as one of the key elements of ensuring
competitiveness, as well as improving its management
efficiency in Eastern European agricultural producers
from the post-Soviet economic space. The research is
also based on the assumption that agricultural
enterprises from the post-Soviet countries of Eastern
Europe need to develop and implement reputation risk
management in the context of ensuring their
competitiveness in local, regional, national,
international and global agricultural markets. At the
same time, the key importance within the management
should be attributed to the identification and

Table 1: Chronology of Development of the Agricultural Sector of the Economy of the Post-Soviet Countries of

Eastern Europe

Stages (years)

Description of the stage

1991-1996

The prevalence of ineffective “Soviet” forms of the organization of production (collective farms and state farms), as
well as the increasing role of private plots and small land plots (up to 6 hectares of land) of urban population (“summer
residences”). Barter growth and critical shortage of resources for agricultural producers. Low export volumes due to
increased imports of agricultural products. The sharp growth of the “shadow” market. Lack of state support.

1996-2000

Active transformation of agricultural producers of the old formation into new business forms. The emergence of farms.
Increase in the volume and role of private plots and small land plots (up to 6 hundred square metres of land) of urban
population. Setting up new supply chains and product sales. Export growth. A high share of the “shadow market”.
Chaotic attempts of support from state institutions.

2000-2008

Transition to new forms of business organization. Increase in the number of farms. The significant role of private plots
and a sharp decrease in the number and role of summer houses. Significant growth in exports. The emergence of
large agricultural producers and agroholdings. The gradual entry of multinationals into the market. Decrease in the

share of the “shadow market’. Increase in the volume and direction of state support as well as support from
international financial institutions.

2008-2010

Increasing role of large agricultural producers and agricultural holdings. Increase in exports and its share in total

exports of countries. Increase in the share of the “shadow market”. The volume of state support has been determined
in the context of increased support for agricultural production from other sources. Increasing reputation risks.

2010-2014 Defining the agricultural sector as a key sector of national economies and reducing disparity in attracting resources to
industry. Increase in investment, innovation and export supply. Implementation of the latest mechanisms of production
management and automation. Reputation risk management issues. Increasing role of multinational corporations in the

agricultural markets of the countries.

2014-... A critical increase in the role of the agricultural sector in several countries and an increase in its share in exports. The

predominance of large agricultural producers and agricultural holdings, including those with foreign capital. Enhancing
the development of farms and cooperatives. Increased government and other types of support. Active replacement of
fixed assets. Introduction of IT technologies. Increase in investment and innovation. Struggle for manpower with the

“secondary” and “tertiary” sectors of the economy. Reputation risk management issues.

Source: developed by the author.
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assessment of the reputation risks inherent in Eastern
European agricultural enterprises.

3. RESULTS

3.1. Assessment of the Development of the
“Primary” Sector in the Economies of the Post-
Soviet Countries of Eastern Europe

The agricultural sector of the economies of the
Eastern European countries that were part of the
Soviet Union has gone a long way in transforming and
reforming since the independence of the countries and
the beginning of building economic systems of market
type, which allows distinguishing and describing a
number of historical stages of its development (Table
1).

Considering the above chronology (see Table 1),
we note that the agricultural sector of the economies of
Eastern European countries that were part of the
Soviet Union has undergone a significant
transformation, becoming increasingly important for the
development and maintenance of national and
economic security of these countries. At the same time,
with the growing role of agricultural producers in the
economic systems of the post-Soviet countries of
Eastern Europe, an increasing challenge is the
management of reputation risks, which is one of the
key constraints on the development of agriculture in
these countries and the entire national economy in
these countries.

It should be noted that, as part of the study, a
further evaluation of agricultural development will be
carried out in relation to post-Soviet countries of
Eastern Europe, such as Lithuania, Latvia, Estonia,
Belarus, Ukraine, Moldova, Russia, Kazakhstan,
Georgia, Armenia, Azerbaijan. At the same time, we
consider it advisable to carry out the study from 1991 to
2018 to reveal the whole period of transformation of the
“‘primary” sector of the above countries since
independence.

It should be emphasized that since 1991 all the
Eastern European countries that were part of the
Soviet Union have gone through a difficult path of
development of national economic systems, which has
affected the development of their agriculture and needs
some clarification:

- Lithuania, Latvia, Estonia, having a high level of
agricultural producers and a high rate of reform
of national economies, since 2004 (the year of
accession to the European Union) have

integrated their own economic systems and
agricultural production into the economic space
of the European Union;

- Moldova and especially Ukraine have taken the
path of active development of agricultural
production, constantly changing the vectors of
this development;

- Russia, Kazakhstan, Azerbaijan, counting on
extraction and export of energy resources,
transformed agricultural production based on the
peculiarities of development of their economic
systems;

- Belarus tried to develop agriculture on the basis
of a slight transformation of the Soviet system of
agriculture with the decisive role of the state in it;

- Georgia and Armenia are actively focusing on
niche agricultural products, taking into account
national features of agricultural production;

- Russia, Kazakhstan and especially Ukraine are
on the path of development of large agricultural
producers and agroholdings, which generate
large volumes of agricultural land in their
ownership and are oriented mainly towards
export of crop products.

Special mention should be made regarding the
choice of Kazakhstan for the study, as this country
mainly belongs to Asia not to Eastern Europe.
Kazakhstan was chosen because part of its territory is
in Eastern Europe and this country has significant
equal aspects in agricultural development with other
post-Soviet countries of Eastern Europe, especially
Russia and Ukraine, while simultaneously competing
with them in certain agricultural markets, such as grain
markets (FAO, 2018; 2019).

In the context of assessing the development of
agricultural production in the countries selected for the
study, it is important to analyze the dynamics of
agriculture and its share in GDP over the relevant
period of time (Table 2). At the same time, we will rely
on the above chronology in determining the timeframe
of the study (see Table 1).

Based on the results of the analysis, we can draw
the following conclusions:

(1)  Significant increase in agricultural production
during the study period. Thus, with the exception
of Lithuania, Latvia and Estonia, in other post-




Management of Reputation Risks at the Agricultural Enterprises of Eastern Europe Journal of Reviews on Global Economics, 2019, Vol. 8 863

Table 2: Analysis of the Dynamics of Agricultural Production and its Share in the GDP of Post-Soviet Countries of
Eastern Europe for 1991-2018

Countries/Years 1991 | 1996 | 2000 2008 2010 2014 | 2018 | Abs. deviation | SOV
Azerbaijan
Agricultural production, 166 682 759 1236 | 1355 | 2139 | 2615 2,449 1575.3
min. USD
Share in GDP, % 11.1 10.5 6.1 56 56 53 58 53 52.3
Belarus
Agricultural production, 177 208 582 1120 | 1516 | 2885 | 3418 3241 1,931.1
min. USD
Share in GD, % 9.7 10.1 10.4 8.4 8.9 73 8.6 1.1 88.7
Armenia
Agricultural production, 188 230 239 581 588 872 854 666 4543
min. USD ’
Share in GD, % 24 33 37 15.3 12.2 18.1 14.2 11.8 501.7
Georgia
Agricultural production, 152 216 525 1,551 1510 | 1828 | 2015 1,863 1325.7
min. USD
Share in GD, % 7.9 56 8.7 8.1 73 8.0 6.8 1.1 86.1
Estonia
Agricultural production, 184 173 267 404 411 603 590 406 320.7
min. USD
Share in GD, % 8.2 47 43 25 28 3.1 24 5.8 20.3
Kazakhstan
Agricultural production, 506 520 608 853 984 1718 | 2608 2,102 515.4
min. USD
Share in GD, % 3.0 37 23 53 45 43 48 18 160.0
Latvia
Agricultural production, 495 319 314 724 707 789 877 382 177.2
min. USD
Share in GD, % 59 6.8 46 3.0 3.9 33 3.0 29 50.9
Lithuania
Agricultural production, 850 1062 746 1,073 838 1252 | 1522 672 179.1
min. USD
Share in GD, % 11.2 10.9 56 33 3.0 34 34 7.8 30.4
Moldova
Agricultural production, 180 214 407 554 866 1462 | 1915 1735 1,063.9
min. USD
Share in GD, % 54 6.2 7.8 11.8 12.1 15.1 18.8 13.4 3482
Russia
Agricultural production, 590 716 897 1550 | 1549 | 2802 | 4156 3,566 704.4
min. USD
Share in GD, % 57 59 6.1 37 33 27 34 23 50.7
Ukraine
Agricultural production, 736 996 1024 | 1285 | 1644 | 3222 | 4015 3,279 545.5
min. USD
Share in GD, % 93 10.8 11.0 6.5 7.4 7.6 13.6 43 146.2

*- Developed by the author based on KNOEMA (2019).
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Table 3: Types of Agricultural Producers in the Post-Soviet Countries of Eastern Europe

Type of agricultural
producer

Description of the agricultural producer

Small unregistered
manufacturers (private
plots, summer residences)

A considerable amount of the produced products goes for own consumption. They work only in the “shadow
economy”. They use the work of the owner and his family members. They do not use modern equipment and
innovations, have scarce resources.

Small unregistered farms They work mainly in the “shadow economy”. They use the work of the owner and his family members, as well
as hire workers during the season. They do not use modern equipment and innovations, have scarce

resources. They are focused on local agricultural markets.

Small farms They have a high share of income from the “shadow economy”. They use the work of the owner and his family
members, as well as hire workers during in the season. They do not use modern equipment and innovations,
they have problems with attracting resources, especially financial ones. They are focused on local and

regional agricultural markets.

Medium-sized agricultural
producers

They have a high share of income from the "shadow economy". They use the work of the owner and his
family members, as well as hired workers. They do not make enough use of modern equipment and
innovations, have problems with attracting resources, especially financial. They are focused on local, regional
and national agricultural markets.

Large agricultural producers They have a certain share of income from the "shadow economy". They use the work of hired workers. They

do not make enough use of modern equipment and innovations, have problems with attracting resources,
especially financial. They are focused on regional, national and international agricultural markets.

Agroholdings

They have a certain share of income from the “shadow economy”. They use the work of hired workers. They
do not make enough use of innovations and information technologies, they have certain problems with
attracting resources. They are focused on national, international and global agricultural markets.

Source: developed by the author on base Czyzewski (2015), Gusakov (2018), Khasanov (2018) and Maslova (2019).

Soviet countries of Eastern Europe agricultural
production growth rates ranged from 515.4% in
Kazakhstan and 545.5% in Ukraine to 1931.1%
in Belarus and 1,575.3% in Azerbaijan. Such
high growth rates were caused by both the
increase in agricultural production in the
countries selected for the study, and the low
base of comparison due to the significant
devaluation of national currencies in 1991-1996,
as well as by inflationary processes in the world
and national economies.

(2) Too high share of the “primary” sector in a large
number of economies of the countries selected
for the study, with the exception of two
categories of countries, namely, Lithuania,
Latvia, Estonia, where the share of agriculture in
the GDP of the countries began to decline
significantly with the accession to the European
Union, which is due to the implementation of the
modern concept of building a post-industrial
economy in these countries; Azerbaijan,
Kazakhstan and the Russian Federation, where
the share of agricultural production is small
against the background of the orientation of
these countries to the extraction of energy
resources.

(3) Significant or decisive role of the agricultural
sector in the economic development of countries

with the exception of only Lithuania, Latvia and
Estonia, where the role of agriculture in the
economic system of the state can be determined
as average.

(4) Increase in the role and share of agricultural
production in the economic system of countries
in times of crisis or development of the world
economy (with the exception of Lithuania, Latvia
and Estonia), which is associated with the low
competitiveness of economies selected for the
study, as well as some of their industries and
producers, and greater resilience to agricultural
crises (FAO, 2018).

In exploring the development of agricultural
production in the post-Soviet countries of Eastern
Europe, particular attention should be paid to the types
of agricultural producers that have historically emerged
in these countries and which differ from those pro-
ducers in economically developed countries (Table 3).

We note that in the Eastern European countries that
were part of the Soviet Union, the agricultural sector is
largely “in the shadow”, as well as under the influence
of poor competition from small unregistered producers
of agricultural products that impede the development of
small and medium-sized farming. However, both
scholars from the post-Soviet countries of Eastern
Europe and scholars from other countries (Gusakov
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and Shpak, 2018; Kimhi and Lerman, 2015; Patyka,
2018; Réthig, 2017; Trubilin, et al., 2016) point to a
large number of modern problems that hinder the
effective development of agricultural production in the
countries selected for research, where the following
problems are key:

- low competitiveness, especially in the
international and world markets, as well as of
agricultural processing products;

- reputation problems in relationships with
counterparties, competitors, state and local
government institutions, as well as the rural
community;

- attraction of cheap credit or investment
resources in the medium and long term;

- development of innovations, including the
management of enterprises and introduction of
information technologies in the production and
economic activity of agricultural producers.

In view of the above, we consider it appropriate to
investigate in greater detail the problems of ensuring
and improving the efficiency of managing the
competitiveness of agricultural producers from the
post-Soviet countries of Eastern Europe.

3.2. Issues of Ensuring and Increasing the
Efficiency of Managing the Competitiveness of
Eastern European Agricultural Enterprises

Competitiveness is one of the key goals for the
sustainable development of agricultural producers
(Matyja, 2016). At the same time, ensuring, maintaining
and enhancing it for agricultural producers has
significant differences from industrial and service
businesses because of the significant identity of goods
offered in markets, as well as protectionist measures in
markets in many countries (Sachitra and Chong, 2016).
At the same time, agricultural enterprises from
developing countries, including those from the post-
Soviet countries of Eastern Europe, have significant
problems in ensuring their competitiveness (Réthig,
2017).

We emphasize that the basic element that is the
focus of research of scholars, government institutions
and economists-practitioners regarding the
competitiveness (competitiveness management) of
agricultural producers, including from developing
countries, is the identification of factors (risks) to

ensure an appropriate competitive position of a
business entity in the market.

The USDA (2019), in its own study, focuses on five
key risks that reduce the competitiveness of agricultural
enterprises, namely: production, price, financial,
institutional, personnel training.

Esterhuizen (2006) divides factors that affect the
competitiveness (competitiveness management) of
agricultural producers into those that restrict it (prices,
political system, competence of government officials)
and enhance it (intensity of competition in local
markets, unskilled labour force, development of high
quality agricultural production).

Becvafova (2008) focuses on the factors of
competitiveness (competitiveness management) of
agricultural enterprises from the point of view of
marketing and distinguishes the following: set of
relations with counterparties (architecture of relations);
reputation; innovative potential; strategic assets.

Czyzewski and Smedzik-Ambrozy (2015), in their
study of the “primary” sector of Poland’s economic
system, focus on such factors as ensuring the
competitiveness of agricultural producers, such as
labour productivity and assets, as well as performance
indicators.

Matyja (2016), based on correlation analysis,
identifies three groups of factors affecting the
competitiveness (competitiveness management) of
agricultural enterprises: resource (personnel, size and
quality of agricultural land, assets); non-material
(management competencies, technological resources,
etc.); external (natural conditions, legal field, etc.).

Sachitra and Chong (2016) distinguish five major
factors for ensuring (managing) the competitiveness of
agricultural producers, which include: enterprise size;
capital; collective actions; state support; ecology.

A brief critical assessment of approaches to
determining the competitiveness of agro-industrial
enterprises indicates that there is a considerable
scientific debate, as well as a shift in emphasis in
ensuring (managing) the competitiveness of agricultural
producers toward intangible assets, including
reputation risk against the background of well-known
factors, such as resources and state support.

In this context, we consider it appropriate to identify
the key factors affecting the competitiveness
(competitiveness  management) of  agricultural
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Table 4: Assessment of the Factors of Influence on the Competitiveness (Competitiveness Management) of
Agricultural Enterprises in the Post-Soviet Countries of Eastern Europe

Group and impact factor Impact description Impact assessment
External
Weather conditions Despite changes due to global warming processes, they have a mostly 4
positive impact
T . It is undergoing a constant transformation in the context of a large
Institutional environment PR ” -5
number of “institutional traps
Corruption Consistently high level, W.hICh reduces the competitive position of 5
agricultural producers
“Shadow economy” Consistently high level, which negatively affects, first and foremost, small 5

and medium-sized farms

Sufficient, with the possibility of increasing the share in the relevant

Competition in markets markets with the proper management of its own competitiveness

It is present in one form or another in most markets, especially as
Protectionism regards the access of agricultural producers from developing countries to -3
high-margin agricultural markets of developed countries

Production
Quality and quantity of land Significant, with a gradual decline in quality due to the problems of doing 5
resources business
Quality and sufficiency of equipment Insufficient, especially in small and medium-sized farms -3
Certain problems with recruitment and training due to the low reputation
Personnel of most agricultural producers, as well as migration and emigration -2
processes
Access to investment and credit Critically restricted, especially in small and medium-sized farms -6
resources
Non-material
Access to .Ieadm.g technologies, Critically restricted, especially in small and medium-sized farms -5
including IT
Innovation Insufficient due to lack of funding -4
Reputation Critically negative in most agricultural producers -8
Source: developed by the author.
enterprises in the post-Soviet countries of Eastern - production (quality and quantity of land
Europe and to evaluate their impact on the competitive resources; quality and sufficiency of equipment;
positions of these enterprises using an appropriate personnel; access to investment and credit
methodology, which will help localize the issues of resources);
ensuring (managing) the competitiveness of these
entities (Table 4). - non-material (access to leading technologies,
including IT; innovation; reputation).
In the framework of the assessment of the factors of
influence on the competitiveness (competitiveness The assessment will be made using the following
management) of Eastern European agricultural scale: -10 to -7 (critical negative impact); -6 to -3
producers from the post-Soviet countries, we consider (negative impact); -2 to 2 (neutral impact); 3 to 6
it appropriate to divide these factors into three groups: (positive impact); 7 to 10 (maximum positive impact).
- external (weather conditions; institutional According to the results of the assessment (see

environment; corruption; “shadow economy”;

Table 4), we note significant problems of the Eastern
competition in markets; protectionism);

European agricultural producers from the post-Soviet
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countries with ensuring their competitiveness and
managing it, where one of their main problem is their
reputation.

3.3. Reputation Risk as a Key Element in Ensuring
and Improving the Competitiveness Management of
Agricultural Enterprises from Post-Soviet
Countries of Eastern Europe

Reputation and reputation risks are becoming
increasingly important for business entities, which are
reflected in scientific research of the relevant
institutions. However, according to Reputation Institute
surveys conducted in the UK, there is a clear
correlation between reputation of the company and
consumption of its products, the higher the reputation
of the company, the higher the desire of consumers to
buy its products: for companies with high reputation,
83% of customers are ready to buy it again, while this
share was only 9% and for companies with low
reputation (Airmic, 2015).

We note a close relationship between reputation
and reputation risk with enterprise competitiveness,
while agreeing with Pagach and Warr (2009) that firms
with  high reputation have greater competitive
advantages.

We consider it appropriate, given considerable
scientific debate on the role of reputation and
reputation risks in the financial and economic activities
of enterprises and their impact on the competitiveness
of business entities (Ching, 2015; Giorgino and Monda,
2014; Heidinger and Gatzert, 2017; Pérez-Cornejo,
Quevedo-Puente and Delgado-Garcia, 2019) to define
the terms “reputation” and “reputation risk”, as well as

to reveal the relationship of reputation with
competitiveness and other components of companies’
operation (Figure 1).

Reputation will be understood as the component of
intangible assets of a business entity, which is
determined in the framework of its interaction with its
own counterparties and has a direct impact on its
value, the amount of profit generated within the
financial and economic activity and competitiveness.
Reputation risk is the likelihood of an adverse event
that could lead to a deterioration in the company’s
reputation of the company (organization) among its
counterparties.

Considering the above mentioned in Figure 1, we
note that reputation is the basis of competitiveness of a
business entity, while a high likelihood of occurrence of
reputation risk or its realization significantly reduce the
company’s competitive position.

The abovementioned regarding the reputation and
reputation risk, as well as their competitiveness, can be
fully attributed to agricultural producers, the reasons
being:

- within the high similarity of products, consumers
choose them by features other than trademarks
where reputation is key;

- resource suppliers are more sensitive to
cooperation with agricultural producers, where
reputation is the basis of such cooperation;

- at the beginning of cooperation state institutions
and local authorities, especially with foreign

Financial performance of
the enterprise (profit/loss)

Income of the enterprise

Competitiveness of the enterprise

Reputation (reputation risk) of the enterprise

Resources of the
enterprise

External environment of
the enterprise

Intangible assets of the
enterprise

Figure 1: Pyramid of financial and economic activity of the enterprise.

Source: developed by the author.
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Table 5: Assessment of the Impact of Reputation (Reputation Risks) on the Relations of Agricultural Enterprises from
the Post-Soviet Countries of Eastern Europe with the Main Groups of their Counterparties

Group of Reputation risk Additional costs Impact on
counterparties competitiveness
Consumers Ongoing efforts to use “information asymmetry” to Countering low loyalty Negative
their own advantage
Suppliers The crisis of mistrust Contractual relations based on Negative
advance payments
State and local High share of shadow market Corruption payments Negative
authorities
Competitors Use of raider capture, among other things Excessive security costs Negative
Investors Violation of the rights of not large and foreign Investment scarcity and their Negative
investors high cost
Rural community Violation of the rights of rural community and Corruption payments and their Negative
unwillingness to implement social projects counteraction
The media Ongoing efforts to provide “asymmetric Costs for financing make-to- Negative
information” and use manipulation of public order materials
opinion

Source: developed by the author.

agro-industrial enterprises, pay special attention
to their reputation;

- rural communities choose agricultural producers
to operate in their territory, based on the
reputation of such companies.

We note that reputation and reputation risks are
especially important for agribusinesses from the post-
Soviet countries of Eastern Europe, as in the early
1990’s and early 21 centuries they often changed their
reputation for money (additional profits), which has led
to a reputation crisis in the current relationship between
such entities and their counterparties, thus reducing
their competitive position and leading to additional cash
outlay or reduced revenues. In this context, it is
important to assess the impact of reputation on the
relationship of agricultural producers with the main
groups of their counterparties in the context of their
competitiveness and additional costs (Table 5).

Thus, we note the high reputation risks, low
reputations and, consequently, the problems with
competitiveness and its management in the majority of
agricultural enterprises from the post-Soviet countries
of Eastern Europe, which requires the implementation
of appropriate management algorithms.

3.4. Reputation Risk Management as a Component
of Ensuring and Improving the Efficiency of
Managing the Competitiveness of Eastern
European Agricultural Enterprises

The extent of the impact of reputation risks on the
financial and economic performance of companies and

their competitiveness in modern conditions require the
implementation of appropriate management (Airmic,
2015). In doing so, reputation risk management will be
understood as a set of measures undertaken within a
certain algorithm, aimed at reducing the additional
costs and losses associated with the deterioration of
reputation, as well as preventing its reduction and
stimulating the enhancement of the reputation of a
business activity. We note that the above fully applies
to agricultural producers, including from the post-Soviet
countries of Eastern Europe.

Thus, it is necessary to present and describe an
algorithm for managing reputation risks that is
proposed for use in Eastern European agro-industrial
enterprises operating in the territory of the countries
that were part of the Soviet Union (Figure 2).

We note that the key elements of the proposed
algorithm (see Figure 2) are understanding the
importance and priority of reputation risk by owners
and management of agricultural producers, determining
its components, as well as evaluation.

Without understanding priority of reputation risks
and managing them by the owners and management,
the implementation of management measures is
inappropriate. We note that according to the Reputation
Institute, in 2015, only one-third of the companies
surveyed confirmed reputation risk management
(Airmic, 2015). The situation for agricultural producers
from the post-Soviet countries of Eastern Europe is
complicated by the reluctance of their owners and
managers to recognize reputation risks as a priority for
competitiveness and management.
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Understanding the importance and priority of reputation risk

\

Identifying the impact of reputation risk on competitiveness

7

Identifying reputation risk components (counterparty groups)

N

Assessment of the size of reputation risk
\/

Benchmarking

\/

Deciding to eliminate or mitigate reputation risk

=1

Identifying priority areas for eliminating or mitigating reputation risk

A/

Identifying resources and those responsible for eliminating or
mitigating reputation risk
Vs
Development and implementation of a set of measures to eliminate or
mitigate reputation risk
\/

Monitoring the implementation of a set of measures to eliminate or
mitigate reputation risk

V2

Making amendments to a set of measures to eliminate or mitigate
reputation risk based on results monitoring

Vi

Evaluation of the results of elimination or mitigation of reputation risk based on
results monitoring

Figure 2: Reputation risk management algorithm for agricultural enterprises from post-Soviet countries of Eastern Europe.
Developed by author based on: Pagach and Warr (2009), Giorgino and Monda (2014), Airmic (2015).

risks for each of the main groups of counterparties (see
Table 5):

Regarding the components of reputation risk, we
consider it appropriate to associate them with identified
groups of counterparties (see Table 5). The interaction
of an agricultural enterprise with each of the groups of
counterparties carries a reputation risk component.

Irr = RRc + RRs + RRsla + RRc + RRi + RRrc + RRm, (1)

where Irr — the integral indicator of reputation risk
(values from 70 to - 70); RRc - reputation risk of

A key element of the proposed algorithm is
consumer relations (values from 10 to -10); RRs -

evaluation of the size of the reputation risk. For its

evaluation it is proposed to use the integral indicator of
reputation risk (Irr), which will include the reputation

reputation risk of supplier relations (values from 10 to -
10); RRsla - reputation risk of relations with state and
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Table 6: Criteria for Reputation Risk Evaluation for Agricultural Enterprises in the Eastern European Countries

Evaluation scale -70<Irr<-49 -48<Irr<-21

-20<Irr<14 15<Irr<-47 48<Irr<70

Critically high

Reputation risk level reputation risk

High reputation risk

Average reputation Low reputation
risk risk

The lowest possible
reputation risk

Source: developed by the author.

local authorities (values from 10 to -10); RRc -
reputation risk of competitor relations (values from 10
to -10); RRi - reputation risk of investor relations
(values from 10 to -10); RRrc - reputation risk of rural
community relations (values from 10 to -10); RRm -
reputation risk of media relations (values from 10 to -
10).

At the same time, it is proposed to determine the
reputation risk of the relations between the agricultural
producer and the main groups of counterparties using
the following scale: -10 to -7 (critically high reputation
risk); -6 to -3 (high reputation risk); -2 to 2 (average
reputation risk); 3 to 6 (low reputation risk); 7 to 10 (the
lowest possible reputation risk). Given the above, it is
possible to form criteria for the assessment of
reputation risk for the agricultural producer according to
the integral indicator (Table 6).

We note that the above method of evaluation, in
addition to direct evaluation of the size of the reputation
risk for the agricultural producer will identify the
problem groups of contractors, reputation with which
should be paid special attention in the framework of
ensuring, maintaining or enhancing competitiveness,
as well as improving efficiency of its management.

Thus, agricultural enterprises from the post-Soviet
countries of Eastern Europe require the introduction of
reputation risk management, which should be based on
an appropriate evaluation of these risks using the
developed methodology, which, in turn, will allow
obtaining a significant tool for influencing their
competitiveness  at  local, regional, national,
international, global product markets.

4. DISCUSSION

Agricultural production in most post-Soviet countries
of Eastern Europe (with the exception of Lithuania,
Latvia, Estonia) is increasingly important for the
sustainable development of these countries (FAO,
2018; Kimhi and Lerman, 2015; Réthig, 2017). At the
same time, the problems of ensuring and managing the
competitiveness of Eastern European agricultural
producers from the countries of the Soviet Union
require them to find new ways of solving these

problems, where the key is improving reputation and
combating reputation risks that were formed during the
operation of the economic entities in the markets. This
situation requires the development and implementation
of appropriate management. In doing so, it is important
to test the relevant hypotheses.

The hypothesis that the agricultural sector of the
economy plays an increasing role in the economic
systems of the post-Soviet countries of Eastern
Europe, acting as a basis for their sustainable
development, has been partially confirmed. Thus, the
new member states of the European Union (Lithuania,
Latvia, Estonia) have significantly reduced the share of
agricultural production in their economies, building their
development on the basis of a post-industrial model. It
is also possible to identify a group of countries where
the basis of the economy is the production and sale of
energy resources (Azerbaijan, Kazakhstan, Russia),
where the agricultural sector is important but not a
priority for the development of the national economy.
However, the hypothesis has been confirmed for all
other post-Soviet countries of Eastern Europe (Belarus,
Armenia, Georgia, Moldova, Ukraine).

At the same time, the study of the competitiveness
of agricultural producers from the post-Soviet space of
Eastern Europe, as well as the level of management of
their competitive positions in national, international and
world markets showed a significant number of
problems to be solved.

The evaluation of the competitiveness of agricultural
enterprises from the post-Soviet countries of Eastern
Europe and management of the competitiveness of
these entities has allowed to identify reputation risk as
one of the key negative factors of influence, where the
problem is the formation of reputation in relations with
all major groups of counterparties.

It has been proved that the formation of an effective
reputation risk management algorithm based on an
appropriate evaluation methodology is a key element in
ensuring competitiveness and a basis for improving its
management efficiency in Eastern European
agricultural producers from the post-Soviet countries.
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In view of the above, it can be noted that the
objective of the study, which was set at the beginning
of the work, was achieved. A key value of this research
paper is the developed algorithm of reputation risk
management for agricultural enterprises from the post-
Soviet countries of Eastern Europe, which includes the
author’s method of evaluating the reputation risks of
agribusinesses. In this regard, some limitations can be
identified in the application of the results of this
research paper, namely: the need to review the
proposed methodology for evaluating reputation risks
with possibility of adjustments; the difficulty of using
only expert judgment within the evaluation of the
components of the integral reputation risk indicator. At
the same time, the stated restrictions do not diminish
the scientific and practical value of this research paper
and outline the prospects of further scientific research.

5. CONCLUSION

Reputation risks have become one of the key
problems in managing the competitiveness of
agricultural enterprises in the post-Soviet countries of
Eastern Europe. Having acquired critical importance in
the current conditions of functioning and development
of the agricultural sector of Eastern European countries
from the post-Soviet economic space, reputation risks
require the development and implementation of
appropriate management.

The developed algorithm of reputation risk
management will allow, on the one hand, reducing or
counterbalancing their impact on the competitiveness
of agricultural producers from the post-Soviet countries
of Eastern Europe, and, on the other hand, will become
a key component of improving the competitiveness
management of these entities.

The practical implementation of the proposals and
conclusions of this research paper should be
considered in the context of their importance for
enhancing the reputation and competitiveness of
agricultural enterprises and the agricultural sector of
the economies of the post-Soviet countries of Eastern
Europe.

Prospects for further research based on and using
the scientific results of the conducted research are as
follows: detailing the place of the reputation risk
management in managing competitiveness  of
agricultural enterprises from post-Soviet countries of
Eastern Europe; detailing components of the
methodology of reputation risk assessment for Eastern
European producers of agricultural products from the

post-Soviet economic space. At the same time, partly
the results of this study can be used after their
modification to assess and manage the reputation risk
of agricultural companies from other groups of
countries in which the agricultural sector plays a
significant role, serving as the basis for sustainable
development of countries. For this, it is initially
necessary to structure the key producers and groups of
counterparties of these producers, which may be
specific to these countries. Based on this, we can apply
the risk assessment methodology proposed in the work
and use the reputation risk management algorithm to
increase the competitiveness of agricultural producers
of these groups of countries.
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