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STRATEGIES OF SMALL AND MEDIUM INDUSTRIES IN GROWING
THEIR BUSINESS EXISTENCE DURING THE COVID 19 PANDEMIC
(SURVEY ON THE APPAREL INDUSTRY IN PEKANBARU CITY)

Abstract: This study seeks to investigate the influence of strategies executed by small and medium industries
during the Covid-19 Pandemic in growing their business existence from a survey conducted to the apparel industries
in Pekanbaru City. The population in this study were business actors in the apparel industry with 80 samples
calculated using the Slovin formula. Multiple Regression using SPSS was used for data analysis. The results of this
study highlight three important points. First, Product Innovation has a positive and significant influence on Business
Existence. The respondent’s answers show that there is a lack of innovation even though they have tried to modify
the product. The innovation could not attract the attention of consumers. Second, the Online Marketing System has
a significant influence on Business Existence. Almost all business actors could not properly market their products
online. Business actors cannot disseminate information on social media, poorly explain the quality of products
produced to consumers, and have problems using online media. Third, Partner Development has a positive and
significant influence on Business Existence. Business actors, on the other hand, are still unable to reach deals with
their partners. The weakness is that the existing partnership is not based on a legal issue.
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Introduction the form of a complex regional approach to
Background of the Study phenomena and interactions between physical and
Indonesia is one of the developing countries. In spatial environmental variables and human variables
general, developing countries will be oriented to the in it. The activity that is usually in the limelight in the
national development process and integrated into development process is economic activity. Economic
regional coverage. In this regard, the development activity is not only oriented towards large industries
process can be linked to a geographical approach in but includes medium and small industries. When
*
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confronted with a pandemic, large, medium, and small
industries endure shock and instability. This is
especially true for small and medium-sized industries
with lack of resilience and flexibility in dealing with a
pandemic. Small and medium industries, hereinafter
abbreviated as SMIs, are considered to lack resilience
and flexibility in dealing with this pandemic due to
several things such as the low level of digitalization,
difficulties in accessing technology, and a lack of
strategies to survive in business.

Based on these issues, it is critical to take actions
in the form of policies to ensure the sustainability of
SMils in the midst of the Covid-19 pandemic. The
operations of SMls are strongly influenced by market
conditions. Market conditions have become uncertain
since the Covid-19 pandemic surging. The pandemic
has had a negative impact on various sectors,
especially the economic sector. The report from the
Organization for Economic Cooperation and
Development (OECD) stated that the Covid-19
pandemic could cause an economic crisis marked by
the inhibition of economic activity in several
countries. In addition, the pandemic has caused a low
level of public consumption. SMI is one of the
businesses impacted since has a strategic position in
the economy of a country. In ASEAN, SMIs create

jobs with a percentage between 50% to 95%. SMls
have also contributed 30% to 50% of Gross Domestic
Product. Hence, it is very unfortunate if SMIs
experience a decline in profit that it does not only
affect the worker’s economy but also the economy of
the community and the country.

One of the SMI with high contribution is the
apparel industry. In Indonesia, the apparel industry is
a priority and labor-intensive industry with the
employment of 1.68 million people. It contributes to
the National GDP of 1.21%. However, the current
development of the apparel industry is not
encouraging with stagnant exports, increased imports,
declining employment, and poor utilization. Several
government policies to increase the competitiveness
of the apparel industry are Bonded Zone or Kawasan
Berikat(KB), Ease of Import for Export Destinations
or Kemudahan Impor Tujuan Ekspor (KITE),
restructuring of machinery/equipment for the apparel
industry in 2007 — 2015, and the imposition of
Indonesian National Standard (SNI) for baby clothes.
Yet, they do not necessarily encourage
competitiveness.

Data on SMls in Pekanbaru City for the last 4
years is presented in Table 1.

Table 1. Number of SMIs in Pekanbaru City

Year

Description 2017

2018

2019 2020

Total SMls

8,084

10,908

10,853 12,167

Source: Department of Cooperatives and MSMEs of Pekanbaru City

From all SMIs, at the end of 2020, the number of
apparel entrepreneurs in Pekanbaru City has reached
approximately 426 businesses. Currently, there are
many apparel entrepreneurs in Pekanbaru City. We
can find this business in the central and on the
outskirts of Pekanbaru City. This also received special
attention from the Pekanbaru City government. The
apparel industry is one part of the creative industry
sub-sector in the form of a creative craft industry that
can be integrated through Small and Medium
Industries (SMIs). The creative industry in the form of
the clothing industry describes and elevates a region's
identity through local items created by its people's
ingenuity. This is in line with Presidential Regulation
Number 28 of 2008 concerning the National Industrial
Policy regulating the creative industry for the
development and determination of the guide map.

Policies related to the industry in the region of
Pekanbaru City as the capital of Riau Province can be
seen in Pekanbaru City Regional Regulation Number
31 of 2001 concerning Industrial Business
Regulations in the City of Pekanbaru placing the
apparel industry as one of the spinning, weaving, and
final processing industries. It relates to the Vision of
the Mayor of Pekanbaru in the Regional Medium-

Term Development Plan (RPJMD) of Pekanbaru City
in 2012-2017 to realize Pekanbaru as a civilized
metropolitan city and as one of the best investment
destinations in Indonesia in 2030.

It is impossible to escape competition in the
business. Not only in large industries with a broad
scope, in the apparel industry competition can an
indicator of threats as well as opportunities for
business actors. When it comes to competitors, they
all share the same interests. Every entrepreneur
always tries their best to attract consumers or
customers, for that we need the right strategy to
provide added value to the products they produce. Not
only in quantities but also in terms of value to beat the
competitors. One strategy that can be applied is
product innovation. Innovation is one of the important
things in supporting business existence. Innovation is
closely related to the process of outlining the value of
a new idea. Innovation is defined as a discovery in the
form of a new idea that can improve or develop an
existing idea and be applied to a business decision.
Product innovation can develop and maintain business
existence. Assessment of business existence is not
only seen in product innovation, but also from the
online marketing system and partner development.
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In addition to product innovations, another
strategy that can be designed to improve business
existence in the apparel industry is the development of
information technology and telecommunications that
will create more dynamic market conditions. To keep
and win new clients, business actors will continue to
be active and innovative in their improvisation and
innovation. The development of information
technology and telecommunications will make it
easier for business actors to run their businesses. One
of the information and telecommunications
technologies that support these needs is the internet.
The internet is currently developing at a breakneck
pace and has the potential to reach every corner of the
globe. Every business owner wants the general public
to be aware of their products.

Because of the current rapid advancement of
technology, the number of internet users in Indonesia
is rapidly increasing. In this digital era, the extensive
use of the internet in Indonesia causes things to change
very quickly. More than 3.8 billion people in
Indonesia use the internet, an increase of 38 million
people since January 2017. This increase indicates
that the internet penetration rate has reached 51%
worldwide, or you could say more people use the
internet than people who do not use the internet. In
2017, the increase in the number of internet users was
much slower than in 2016. Out of 3.8 billion people,
2.9 billion are actively using social media. Looking at
internet development in Indonesia, it can be concluded
that the online market in Indonesia is growing rapidly
from year to year. This is a good opportunity for
business actors who want to break into the online
market, especially in the small apparel industry in
Pekanbaru city.

Furthermore, developing business partners is an
important aspect of improving business existence.
Industries will experience many challenges in the
future. They need to adapt to developments of all
aspects. Companies need to make changes to develop
the company. One of them is by expanding the
business partnership to face challenges in the future.
Companies that establish partnerships can jointly
minimize the risk of loss.

Based on the descriptions, the authors conducted
a study regarding the strategies executed by small and
medium industries in growing their business existence
during the Covid-19 pandemic in the form of a survey
on the apparel industries in Pekanbaru City.

Problem Statement
Based on the research background, the problem
statement is formulated as follows:

1. Do Product Innovation, Online Marketing
System, and Partner Development
simultaneously have a significant influence on
Business Existence?

2. Does Product Innovation partially have a
significant influence on Business Existence?

3. Does the Online Marketing System partially have
a significant influence on Business Existence?

4. Does Partner Development partially have a
significant influence on Business Existence?

Research Objectives

From the problem statement, the research
objectives of this study are:
1. To find out the influence of Product Innovation,

Online  Marketing System, and Partner
Development simultaneously on  Business
Existence.

2. To find out the influence of Product Innovation
on Business Existence.

3. Tofind out the influence of the Online Marketing
System on Business Existence.

4. To find out the influence of Partner Development
on Business Existence.

Research Outcomes/ Benefits
The benefits of this research are:

1. Provide input for the creative industry of apparel
in Pekanbaru City concerning the steps to
improve business existence.

2. Increase the author's knowledge and insight
related to the strategy of growing business
existence in the apparel industry in Pekanbaru
City.

Literature Review

Business Existence (Y )

There are four meanings of the word ‘existence’.
First, it explains what exists. Second, existence is
something with actuality. Third, existence is
something that is experienced and emphasizes that
something exists. Fourth, existence means perfection.
According to Sjafirah and Prasanti (2016), it is defined
as existence. The existence in this study is an
influence on our presence or absence. Other
individuals must provide us with existence because,
with the response from other people around us, it
proves that our existence is recognized. The value of
existence is very important as it is proof of work or
performance in an environment. Existence has a broad
meaning. In this study, the existence of which is seen
from the success of business actors in the creative
industry of apparel, specifically SMIs in Pekanbaru
City.

Furthermore, existence can be defined as an
industrial activity that is intended to be in a state of
constant development. Existence is an endeavor to do
something to survive or maintain and achieve to
exceed the current conditions. The increasingly tough
market competition with diverse consumer demands
requires business actors to maintain their existence.
This is a challenge for business actors, for that it is
necessary to think of strategies.

Strategic thinking to maintain the existence of
SMIs is reflected in several aspects such as
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production, accessibility, supply and demand,
marketing, and government policy. The existence of a
business can be seen through products such as
consistency in production, production processes,
quality of production, and effectiveness of production.
Next, accessibility or attainment is the degree of ease
that a person can achieve or obtain the desired. Thus,
products produced by SMIs should be easy to get
because they are sold at accessible places. The third
aspect is demand and supply. Demand is the number
of goods purchased or requested at a certain price and
time, while supply is several goods sold or offered at
a certain price and time. From this understanding, If
SMIs want to stay in business, they must devise an
effective strategy. Effectiveness can be achieved if
business actors pay attention to the demand and
supply. SMI is said to have done something right if
several products produced at that time were sold out
according to the set price. This is due to the demand
for several goods at the same time at the agreed price.
Another aspect is marketing, this is an important
factor for business success. Five important aspects of
marketing in running a business are 1) making product
specifications, 2) knowing market segmentation, 3)
analyzing the market and forecasting demand, 4)
analyzing competitors, and 5) conducting promotions.
These five aspects must be understood by business
actors.

Finally, the existence of business can also be
related to government policies. The government
considers the micro, small, and medium business
sector important for the Indonesian economy. The
importance of the Micro, Small & Medium
Enterprises (MSMESs) for the Indonesian economy can
be seen in five portraits of MSMEs including 1) a
large number of, 2) MSMEs absorbing a large number
of workers, 3) a large contribution to GDP, 4) greater
amount of loans disbursed by banks to MSMEs, and
5) MSMEs surviving in rapid changes of market
conditions. The seriousness of the Indonesian
government is paying attention to MSMESs can be seen
from the policies of the assistance program, legal
products related to MSMEs, as well as the
establishment of institutions to handle MSMEs. The
government's attention to MSMEs and SMIs in
Indonesia should encourage them to exist in its
business. However, some factors need to be
considered in growing business existence such as
Product Innovation (X1), Online Marketing System
(X2), and Partner Development (X3).

Product Innovation (X1)

According to Myers and Marquis in Kotler
(2014: 36), product innovation is a combination of
various processes that influence each other. Thus,
innovation is not a concept of a new idea, a new
invention, or a development of a new market, rather,
innovation is a description of all these processes.
Kotler and Keller (2016; 476) say that product

innovation is “an innovation is any good, service, or
idea that someone perceives as new, no matter how
long its history, the spread of a new idea from its
source of invention or creation to its ultimate users or
adopters”. While Charles et al. (2012:30) state that
innovation is part of a framework that connects
aspects of corporate culture with the ability to
innovate and improve company performance through
the buyer decision process. Product innovation is
expected to drive buying decisions.

Kotabe in Tamamudin (2012: 289) asserts that
the more the product innovation made by the
company, the higher the company's performance
through increasing purchase decisions. In global
competition, companies must be able to modify their
products to add value to meet the needs and tastes of
consumers. The added value of the product can be in
the form of a design/model and the service. Thus,
SMIs desiring to exist in their business need to pay
attention to innovation in the products they produce.
Product innovations that can take the product one step
further compared to its competitors' s are
characterized by 1) new products to the world, 2) new
product lines, 3) additions to existing product lines, 4)
improvements and revisions to existing products, 5)
redefinition, and 6) cost reductions.

Online Marketing System (X2)

According to Myers and Marquis in Kotler
(2014: 36), product innovation is a combination of
various processes that influence each other. Thus,
innovation is not a concept of a new idea, a new
invention, or a development of a new market, rather,
innovation is a description of all these processes.
Kotler and Keller (2016; 476) say that product
innovation is “an innovation is any good, service, or
idea that someone perceives as new, no matter how
long its

In addition to product innovation in realizing
business existence, business actors also need to
understand the online marketing system. Online
marketing is a company performance management
system that focuses on selling goods, services, or
promotions using the internet as support system
(Kotler, 2011). Marketing through social media is a
form of direct or indirect marketing to build
awareness, and action for a brand, business, person, or
other entity and is carried out using tools from the
social web, such as blogging, microblogging, social
networking, social bookmarking, and content
(Gunelius, 2011:10).

Supranto (2006) mentions the indicators used in
measuring the application of online marketing as 1)
Information, 2) Service availability, 3) Service
responsiveness, 4) Purchasing process, and 5)
Usability.

Partner Development (X3)
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The third factor indicating business existence _ 426
among SMils is partner development. The partnership n= 1+ 426(0,1)?
is a cooperation between small and medium-sized 426
businesses or with large businesses with continuous n= 1+426
guidance and development by medium or large 426
businesses by taking into account the principles of n=toe
mutual needs, mutual strengthening, and mutual n= éO
benefit. A business partnership is mutually beneficial
business cooperation between small entrepreneurs and Data Testing
medium or large entrepreneurs (partner companies) Research instrument testing
with  guidance and ~development by large 1. Validity is evidence that the instrument,

entrepreneurs by taking into account the principle of
mutual benefit (Sutawi in Yuliani, 2004:11).

The following characteristics or indicators of
partnership are (1) action that is flexible and needs-
based, (2) the nature of the partnership of mutual
benefit and synergy in the program; (3) business
partnership that is sustainable and professional in
terms of rights and obligations, (4) partnership status
regarding the legalization with MoU, (5) partnership
system of goal-oriented and emphasize on program
success, (6) program targets by the characteristics of
the program, and (7) success indicators of satisfaction
between partner institutions and transparency (Rizka
& Suharyani, 2015)

Method

Research Sites

This research was conducted in the apparel
industry across Pekanbaru city.

Data Types and Sources
According to Umar (2009:42), there are two
types of data used in this study:

a. Primary data is obtained directly from the first-
hand source from individuals such as filling out
questionnaires and interviews with related
parties, as well as other data related to research.

b. Secondary Data has been processed, presented,
and documented. It is in the form of other relevant
data (Robbins, 2012).

Population and Sample

The population in this study was 426 apparel
industry entrepreneurs in Pekanbaru city.

The sample size was determined by the Slovin
formula in Umar (2011: 78):

N
n= _———
1+ Ne

Description:

n = Number of Samples

N = Population Size

e = Percentage of Allowance for Inaccuracy
due to Sampling Errors that are tolerable or Desirable

N

"= T Ne?

technique, or process used to measure a concept
actually measures the intended concept. Validity
test aims to measure the validity of a statement
system.
a. Ifrcount > rtable, the items are valid
b. Ifrcount <r table, the items are not valid

2. Reliability Test is an index that shows the extent
to which an instrument can be trusted or relied on.
If a measuring device is used twice or more to
measure the same symptom with consistent
results, it can be said reliable. The reliability test
aims to measure the consistency of a person’s
answers to the statement items in the
questionnaire (Sekaran, 2006: 248). According to
Arikunto (2014), an instrument can be said to be
reliable if it has a reliability coefficient of 0.6 or
more.

Multiple Linear Regression Analysis

Multiple linear regression analysis is a statistical
method used to determine the effect between
independent variables (Product Innovation, Online
Marketing System, Partner Development) and the
dependent variable (Business Existence). Sugiyono
(2017) states that the relationship between the two can
be formulated into an equation.

Y = B0 + PLX1 + B2X2 + B3X3 + €

Where:

Y = Business Existence

B0 = Constant

X1 = Product Innovation

X2 = Online Marketing System
X3 = Partner Development

B 1B2 B3 = Regression coefficient

e = Standard error

Classical assumption test

Prior to the analysis on multiple linear
regression, the requirements for the analysis in the
form of the classical assumption tests were carried out.

Data tested for the classical assumptions in
linear regression must be interval or ratio scale data.
The data obtained was in the form of a Likert scale.
There is still debate on the type of Likert scale
measurement. For Hair Bush and Ortinau (2003), the
data obtained from the Likert scale has an ordinal-
interval scale. Itis in line with Zikmund that the Likert
scale produces ordinal data. Cooper and Schlinder
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also say that the Likert scale produces interval data
(Simamora, 2005: 24).

To answer this debate, the author considered the
data to be ordinal. Thus, it was necessary to change
from the ordinal scale to the interval scale by using the
Method of Successive Interval (MSI), which is an
additional menu in  Microsoft Excel. The
transformation steps with MSI are as follows
(Riduwan, 2006):

1. Calculating the frequency distribution of each
respondent’s choices.

2. Calculating the proportion of each answer based
on the frequency distribution.

3. Calculating the cumulative proportion by
summing the proportion sequentially per column
of scores.

4. Calculating the Z-value for each cumulative
proportion using the normal distribution table.

5. Determining the density for each Z-value using
the density table.

6. Calculating the scale value (average value of
interval scores) for each choice through the
following equation:

Scale Value =  Density at lower limit — Density at upper limit

Area below upper limit — Area below lower limit

7. Calculating the score (the transformation result)
for each choice through the following equation:
Score = Scale Value + Scale Value minimum + 1

Before  hypothesis testing, a classical
assumption test should be carried out. The classical
linear model assumes that there is no
multicollinearity, autocorrelation, and
heteroscedasticity. The testing of classical assumption
deviation is as follows:

Multicollinearity Test
Multicollinearity test aims to determine whether

the relationship between independent variables has
multicollinearity symptoms. Multicollinearity is a
very high or very low correlation that occurs in the
relationship  between  independent  variables.
Multicollinearity test should be done if there are more
than one independent variables. According to Wijaya
in Sarjono Haryadi et al. (2011: 70), there are several
ways to detect the presence or absence of
multicollinearity:

a. The R2 value generated by an empirical
regression model estimation is very high, but
individually many independent variables do not
significantly influence the dependent variable.

b. Analyzing correlations among independent
variables. If there is a fairly high correlation
between independent variables (greater than
0.90), this is an indication of multicollinearity.

c. Multicollinearity can also be seen from the value
of VIF (variance — inflating factor). If VIF < 10,
the collinearity can be tolerated.

d. The eigenvalues of one or more independent
variables that are close to zero give an indication
of multicollinearity.

The basis of decision-making are:

a. If the value of VIF < 10, there is no symptom of
multicollinearity among the independent
variables.

b. If the VIF value is > 10, there is a symptom of
multicollinearity among the independent
variables.

Normality Test

The normality test aims to determine the
normality of data distribution. Normality test aims to
compare the data held and data with the normal
distribution that has the same mean and standard
deviation as the data held (Haryadi et al., 2011: 53).
Normality test is important because one of the
requirements for parametric testing is that the data
must have a normal distribution. The test criteria are
as follows:
a. Sig. Value of the Kolmogorov-Smirnov test >

0.05 indicates the data is normally distributed.
b. Sig. Value of the Kolmogorov-Smirnov test <

0,05 indicates the data is not normally

distributed.

Hypothesis Testing
1. Coefficient of Determination (R?)

If R? is close to 1, the influence of the
independent variable is simultaneously strong and if
R? is close to 0O, the influence of the independent
variable on the dependent variable simultaneously is
weak.

2. F-Test
To test the significance of the simultaneous

influence of Product Innovation, Online Marketing

System, and Partner Development on the Business

Existence of creative industry players in Pekanbaru

City, the F test was used.

The test criteria are:

a. If the calculated F is greater than the F table
(Fcount > Ftable), the independent variables
simultaneously have a significant influence on
the dependent variable.

b. If the calculated F is smaller than the F table
(Fcount < Ftable), the independent variables
simultaneously have no significant effect on the
dependent variable.

3. T-Test
To test the significance the influence of Product

Innovation, Online Marketing System, and Partner

Development on Business Existence of creative
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industry players in Pekanbaru City, the t-test was
used.

a. |If calculated t is greater than t table (tcount >
ttable), the independent variable has a significant
influence on the dependent variable.

b. If calculated t is smaller than t table (tcount <
ttable), the independent variable has no
significant influence on the dependent variable.
In processing the data from the questionnaire,

the authors used the Statistical Product and Service
Solution (SPSS VERSION 17.00). Because all the
answers given by the respondents are qualitative, the
qualitative answers are given a scale to make it onto

quantitative data. The categories were based on the
Likert scale.

Instrument Testing

Validity Test

The validity test carried out on the research
variables consisting of Product Innovation, Online
Marketing Systems, Partner Development, and
Business Existence were declared valid because
rcount > rtable. The rcount can be seen in the corrected

item-total correlation.

Table 2. The Validity of the Variable of Product Innovation (X1)

Variable Statement r count r table Description
OE1 0.331 0.2199 Valid
OE 2 0.449 0.2199 Valid
Product Innovation OE3 0.548 0.2199 Valid
(X1) OE 4 0.740 0.2199 Valid
OE5 0.481 0.2199 Valid
OE 6 0.740 0.2199 Valid

Table 3. The Validity of the Variable of Online Marketing System (X2)

Variable Statement r count r table Description
. _ KPS 1 0.416 0.2199 Valid
Online Marketing KPS 2 0.799 0.2199 Valid
System (X2) KPS 3 0.343 0.2199 Valid
KPS 4 0.332 0.2199 Valid
KPS 5 0.784 0.2199 Valid

Table 4. The Validity of the Variable of Partner Development (X3)

Variable Statement r count r table Description
BEO 1 0.503 0.2199 Valid
Partner Development BEO 2 0.363 0.2199 Val?d
(X3) BEO 3 0.596 0.2199 Val!d
BEO 4 0.546 0.2199 Valid
BEO5 0.566 0.2199 Valid
Table 5. The Validity of the Variable of Business Existence (Y)
Variable Statement r count r table Description
KPD 1 0.482 0.2199 Valid
Business Existence KPD 2 0.426 0.2199 Val?d
) KPD 3 0.760 0.2199 Val!d
KPD 4 0.585 0.2199 Valid
KPD 5 0.743 0.2199 Valid

If reount > Tuable, the statement items are declared
valid. The value of ripie for df n-2=80-2=78=0.2199
(see rivie With df=78). From the table above, the values
of r of all statements were > 0.2199. Thus, the
measuring instrument used is said valid.

Reliability Test

The results of the reliability test on Product
Innovation, Online Marketing Systems, Partner
Development, and Business Existence show that all
indicators are reliable with Cronbach’s alpha of > 0.6.
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Table 6. Reliability Test
Variable Cronbach’s Alpha| Critical Value Decision
Product Innovation (X1) 0.794 0.6 Reliable
Online Marketing System (X2) 0.748 0.6 Reliable
Partner Development (X3) 0.738 0.6 Reliable
Business Existence (Y) 0.809 0.6 Reliable
If the reliability value is less than 0.6, the Classical Assumption Test
measuring instrument used is not reliable. From the Normality Test
table above, the value of Cronbach’s Alpha for all
variables is > 0.6. This means that the measuring
instrument used is reliable.
Table 7. Normality Test
One-Sample Kolmogorov-Smirnov Test
Product Online Partner Business
Innovation Marketing Development Existence
System
N 80 80 80 80
Mean 20.1202 13.5377 16.0635 15.5101
Normal Parameters*® Std. 3.57979 3.16686 3.23215 3.40864
Deviation
Most Extreme Abs_o_lute 123 120 105 .079
Differences Positive .064 .095 105 074
Negative -.123 -.120 -.061 -.079
Kolmogorov-Smirnov Z 1.104 1.071 .938 .702
Asymp. Sig. (2-tailed) 175 .201 .343 .707

a. Test distribution is Normal.
b. Calculated from data.

Based on Table 7, it can be concluded that all
data have a normal distribution. This is indicated by
the results of the Kolmogorov-Smirnov test which
shows the Asymp Sig (2-tailed) value of > 0.05 of the
product innovation variable (0.175), online marketing
system variable (0.201), partner development variable
(0.343), and business existence (0.707). Thus, the
model has met the assumptions to be used as a
multiple linear regression equation.

Heteroscedasticity Test

The heteroscedasticity test is used to determine
whether there is a deviation from the classical
assumption of Heteroscedasticity in terms of variance
and residual inequality for all observations in the
regression model. Heteroscedasticity can result in
inefficient parameter estimation so that it does not
have minimum variance. Because parameter
estimation is considered efficient for having a

minimum variance, the residual variance is constant
or the homoscedasticity assumption is met.

The impact of heteroscedasticity is that it is
difficult to measure the actual standard deviation. It
can result in a standard deviation that is too wide or
too narrow. If the error rate of the variance increases,
the confidence level will be narrower. A scatterplot is
used to detect whether there is heteroscedasticity. The
basis for decision-making are (Ghozali, 2005: 107):

1. If there is a regular pattern on the plot such as
dots that form regular patterns (wavy, widen, and
narrowed), heteroscedasticity has occurred.

2. If there is no clear pattern and the points are
spread above and below 0 on the Y axis, there is
no heteroscedasticity.

The following is a scatterplot of the structural
model to determine whether heteroscedasticity occurs
in this study:
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Figure 1 - Scatterplot

From the scatterplot above, it can be seen that
the dots do not form a certain pattern and spread
randomly above and below 0 on the Y-axis. Thus, it

can be interpreted that there is no heteroscedasticity in
the regression model of this study.

Multicollinearity Test

Table 8. Multicollinearity Test

Coefficients®

Model Collinearity Statistics
Tolerance VIF
(Constant)
Product Innovation 476 2.099
Online Marketing System .369 2.706
Partner Development .298 3.352

a. Dependent Variable: Business Existence

Multicollinearity testing aims to determine

variables. This can be seen from the VIF < 10. This

whether there is a correlation among the independent means that the regression model is free from
variables in the regression model. The results show correlation among variables.
that there is no correlation among the independent
Table 9. Multiple Linear Regression Equations
Coefficients?
Model Unstandardized | Standardized t Sig.
Coefficients Coefficients
B Std. Beta
Error
(Constant) -.524 1.215 -431| .668
1 Product Innovation .329 .084 3451 3.920 .000
Online Marketing System 341 .108 317 3.172 .002
Partner Development 299 A17 284 2.551 .013

a. Dependent Variable: Business Existence

Based on Table 9, the regression equation can be
formulated as follows:
Y = B0 + B1X1 + p2X2 + B3X3 + e
Y=-0.524+ 0.329X1 + 0.341X2 + 0.299X3 + e

The interpretation of the regression equation is
as follows:
a. The constant (a) is -0.524. This means that if the
variables of product innovation, online
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marketing system, and partner development are
assumed to be 0, the business existence
decreases by 0.524.

b. The regression coefficient of the variable of
product innovation is 0.329. |If product
innovation is increased by 1 unit, it will increase
business existence by 0.329 assuming other
variables remain constant.

c. The regression coefficient of the variable of
online marketing system is 0.341. This means

that if the online marketing system is increased
by 1 unit, it will increase business existence by
0.341 assuming other variables remain constant.
d. The regression coefficient value of the variable
of partner development is 0.299. This means that
if partner development is increased by 1 unit, it
will increase business existence by 0.299
assuming other variables remain constant.

Table 10. Coefficient of Determination Test (R?)

Model Summary®

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .8482 720 .709 1.84033

a. Predictors: (Constant), Partner Development, Product Innovation, Online

Marketing System

b. Dependent Variable: Business Existence

The results of the coefficient of determination
test show 0.709 or 70.9% with a value of e1=0,291
(V1-0,709) meaning that product innovation, online

simultaneously influence the business existence
variable of 70.9% and the remaining 29.1% influenced
by other factors not examined in this study.

marketing systems, and partner development
Table 11. F-Test
ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 660.488 3 220.163 65.006 .000°
1 Residual 257.399 76 3.387
Total 917.887 79

a. Dependent Variable: Business Existence

b. Predictors: (Constant), Partner Development, Product Innovation, Online Marketing System

The Feount 1S 65.006 with a significance of 0.000.
Fuie at a significant level of 5% can be obtained by
the equationn -k -1;k=80-3-1;5=76;5=
2.725 where n is the number of samples, k is the
number of independent variables and 1 is a constant.

Thus, it is known that Feount (65.006) > Fapie (2.725)
with Sig. (0.000) < 0.05. Thus, product innovation,
online marketing system, and partner development
simultaneously have a significant influence on
business existence.

Table 12. Partial Regression Coefficient Test (T-Test)

Coefficients®

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) -.524 1.215 -431 .668
1 Product Innovation 329 .084 .345] 3.920 .000
Online Marketing System 341 .108 317 3.172 .002
Partner Development 299 A17 284 2.551 .013

a. Dependent Variable: Business Existence
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It is known that the ttable value is at a feedback from consumers, following current

significance level of 5% (2-tailed) with the following
equation:

tiable =n-k-1:alpha/ 2
=80-3-1:0.05/2
=76:0.025
=1.992

Where:

n : number of samples
k : number of independent variables
1: Constant

Results and Discussion

Hypothesis 1: Product Innovation partially has
a significant influence on Business Existence. The
results of statistical tests show that tcount (3.920) >
ttable (1.992) or Sig. (0.000) < 0.05. This means that
product innovation has a positive and significant
influence on business existence. Business actors who
are oriented to business existence should think of
something new and unique for their products.
Business actors should make innovation because the
main goal of innovation is to do and create something
different from competitors in the same field.
Innovation is a key factor for business success.
Research conducted by Curatman et al. (2018) proves
that product innovation has a positive effect on
competitive advantage by 13.1%, meaning that if the
company wants to excel in business competition, it
should innovate the products. Thus the existence of
the business will be sustained and even improved.

Many factors must be addressed in order to make
innovation, such as product concepts, working
methods, product marketing, or thoughts that must be
colored with creative thinking to emerging inventive
products. There are many forms of innovation in
business, it can be product innovation, internal
systems, work processes, or business models. The
goal of innovation is for business players to be able to
adapt to changing circumstances, especially in the
contemporary  period, where  understanding
information technology is critical. The reason why
innovation needs to be considered by business actors
is that innovation encourages business growth, keeps
business relevant, and gives different colors to the
products compared to competitors.

The results of this study are in line with research
conducted by Putri and Masyhuri (2013) that
innovation, raw material production systems, business
system development, and marketing systems have a
significant influence on indicators of business
existence. In the apparel industry, the statistical test
results showed that there was an influence of
innovation on business existence by 32.9%. This
means that innovation among apparel business actors
is very much needed. business actors must learn to
innovate by thinking creatively, imitating and
modifying existing ideas, taking into account

developments, and daring to change things for the
better future. The weakness of the apparel business,
which can be seen from the results of this study, is the
lack of observance of business actors in seeing
opportunities, such as the kind of clothes consumers
are interested in during the covid 19 pandemic.
Although some have shifted the direction from
clothing of formal events, school and work uniform to
produce daily clothes, especially for women and
children, there are still many who hesitate to make the
same decision.

Hypothesis 2: Partial Influence of Online
Marketing System on Business Existence.

The results of the statistical test show tcount
(3.172) > ttable (1.992) or Sig. (0.002) < 0.05. This
means that the online marketing system has a positive
and significant influence on business existence.
Therefore, business actors should be aware of the
importance of understanding digital marketing.
Digital branding goals include increasing market
share, increasing the number of comments on a blog
or website, increasing sales revenue, reducing
distribution or promotion costs, achieving brand
goals, increasing brand awareness, increasing the size
of the database, and achieving customer relationship
management, increasing purchase frequency or
customer reference rate, and improving supply chain
management through better member coordination,
adding partners, or optimizing inventories.

If the apparel business actors as the samples in
this study have decided to do online marketing, they
maintain their business and grow their business
existence in the Covid-19 pandemic. There are many
benefits of digital marketing, such as connecting with
consumers on the internet, generating high sales,
making businesses more efficient, activating real-time
customer service, connecting businesses with
consumers using mobile devices, helping generate

high income, maintaining a position against
competitors, and helping compete with big
companies.

The results of this study are supported by
research conducted by Mario et al. that partially,
online marketing has a positive and significant effect
on purchase decisions. If consumers are easy to make
purchases onling, it is expected that there will be an
increase in sales. Increasing sales will make business
actors flooded with orders and profits. Business
existence will be realized as expected. The weakness
of many apparel business actors in this study is that
they do not utilize information technology in
marketing their products. Consequently, many clothes
that have been produced are not sold.

Hypothesis 3: Partner Development partially
has a significant influence on Business Existence.
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An analysis of Partner development shows 2. The online marketing system has a significant

tcount (2,551) > ttable (1,992) or Sig. (0.013) < 0.05.
This means that partner development has a positive
and significant influence on business existence.
Partners are co-workers or work partners, often also
called business partners. The results of this test
emphasize the importance of building business
partners and developing them. Business partners are
interwoven in a cooperative effort to achieve a goal
based on an agreement and their respective roles.
Looking at the responses in this study, most of the
apparel business actors in Pekanbaru City have
established partnerships with other business actors, be
it in the same or different fields. However, business
actors still need to develop their partnerships, because
this is one of the efforts to advance the business they
run. Thus, they can maintain and improve business
existence. The results of the research by Halik et al.
(2019) strengthen that partnerships have a significant
positive effect on operating income. If business
income can be increased, business existence will be
realized.

Establishing a business partnership can be done
with small entrepreneurs or large entrepreneurs who
have a wider network and become a part of it. It can
increase our role as equal business partners by
contributing positively to one another. Benefits are
mutually beneficial to the business interests of the two
parties who are collaborating on a project. It can be in
the form of management, financing, marketing
cooperation, or business merger that provides mutual
reinforcement from various business sectors.

Conclusion and Suggestion
Conclusion:

1. Innovation has a positive and significant
influence on business existence. Respondent’s
answers show that there is a lack of innovation
even though they have tried to modify the
product. Yet, it could not to attract the attention
of consumers.
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Introduction

Creating reference materials that determine the
most accurate pressure distribution on the airfoils
surfaces is an actual task of the airplane aerodynamics.

Materials and methods

The study of air flow around the airfoils was
carried out in a two-dimensional formulation by
means of the computer calculation in the Comsol
Multiphysics program.

The airfoils in the cross section were taken as
objects of research [1-14]. In this work, the airfoils

having the names beginning with the letter C were
adopted. Air flow around the airfoils was carried out
at the angles of attack () of 0, 15 and -15 degrees.

The flight speed of the airplane in each case was
subsonic. The airplane flight in the atmosphere was
carried out under normal weather conditions. The
geometric characteristics of the studied airfoils are
presented in the Table 1. The studied geometric shapes
of the airfoils in the cross section are presented in the
Table 2.

Table 1. The geometric characteristics of the airfoils.

Airfoil name Max. thickness Max. camber Leadln_g edge Tral_llng edge

radius thickness
C72 11.73% at 30.0% of the chord 5.87% at 30.0% of the chord 1.3308% 0.1%
CAGI 731 10.06% at 30.0% of the chord 2.42% at 30.0% of the chord 1.3983% 0.0%
CAGID2 9.97% at 30.0% of the chord 2.88% at 20.0% of the chord 1.006% 0.0%
cap 21 15.59% at 15.7% of the chord 0.62% at 23.9% of the chord 3.2138% 0.0%
CAST10-2/[DOA2 |1 1594 a1 45.6% of the chord | 1.54% at 69.5% of the chord 0.9165% 0.5%

transonic airfoil

Cavini 15 11.7% at 30.0% of the chord 5.85% at 30.0% of the chord 1.1643% 0.0%

CH10 (smoothed) 12.84% at 30.6% of the chord 10.2% at 49.3% of the chord 1.2557% 0.011%
CheesmalrEJZS-l,OO- 10.1% at 25.0% of the chord |  6.7% at 50.0% of the chord 1,5944% 0.0%
CHEN 12.44% at 26.6% of the chord 7.76% at 26.6% of the chord 1.9015% 0.0%
Chen high lift airfoil 12.44% at 26.6% of the chord 7.76% at 26.6% of the chord 1.8978% 0.0%
CJ1 9.5% at 30.0% of the chord 1.25% at 30.0% of the chord 1.2343% 0.3%
CJ2 5.6% at 20.0% of the chord 2.3% at 30.0% of the chord 0.7868% 0.25%
CJ 3309 9.2% at 30.0% of the chord 3.4% at 30.0% of the chord 0.7862% 0.2%
Cl4 13.7% at 30.0% of the chord 2.35% at 30.0% of the chord 1.3037% 0.6%
CJ5 9.3% at 20.0% of the chord 2.3% at 30.0% of the chord 1.137% 0.0%
CJ6 5.6% at 20.0% of the chord 2.3% at 30.0% of the chord 0.7868% 0.25%
CJ25209 9.5% at 25.4% of the chord 2.5% at 25.4% of the chord 0.6116% 0.0%
CJ-25209 9.31% at 30.0% of the chord 2.47% at 20.0% of the chord 0.7841% 0.1%
CJ-3209 9.34% at 30.0% of the chord 1.98% at 30.0% of the chord 0.8173% 0.0%
CJ-3406 6.0% at 20.0% of the chord 4.0% at 30.0% of the chord 0.7% 0.2%
CLARK K 11.69% at 30.1% of the chord 3.26% at 40.1% of the chord 1.9382% 0.12%
CLARK YV 11.64% at 30.0% of the chord 3.42% at 50.0% of the chord 1.1512% 0.14%
CLARK W 11.22% at 30.0% of the chord 3.76% at 40.0% of the chord 1.4457% 0.1%
CLARK X 11.7% at 30.0% of the chord 3.3% at 40.0% of the chord 1.2523% 0.12%

CLARK Y 11.71% at 28.0% of the chord 3.43% at 42.0% of the chord 1.0714% 0.1199%
CLARK YH 11.9% at 30.0% of the chord 5.95% at 30.0% of the chord 1.8596% 0.1%
CLARK YH- Mod, 8.33% at 30.0% of the chord 5.95% at 30.0% of the chord 1.5909% 0.07%
CLARK YM-15 14.98% at 30.1% of the chord 3.55% at 40.1% of the chord 2.0202% 0.16%
CLARK YM-18 17.98% at 30.2% of the chord 3.55% at 40.2% of the chord 2.884% 0.18%
CLARK YS 11.7% at 30.0% of the chord 2.35% at 30.0% of the chord 1.2661% 0.0%
CLARK Z 11.75% at 30.0% of the chord 4.06% at 40.0% of the chord 1.6416% 0.12%

CLARK-Y 11,7%

smoothed 11.72% at 30.9% of the chord 3.55% at 43.5% of the chord 1.2361% 0.0%
CLARKY15 15.0% at 30.0% of the chord 5.85% at 30.0% of the chord 1.9854% 0.16%
CLARKY18 18.0% at 30.0% of the chord 5.85% at 30.0% of the chord 2.831% 0.18%
CLARK-Y2 11.7% at 30.9% of the chord 3.58% at 40.2% of the chord 1.1426% 0.0%
CLARKYSimm 18.33% at 36.0% of the chord 0.0% at 0.0% of the chord 0.7217% 0.12%
Coanda 2 6.0% at 30.0% of the chord 4.3% at 30.0% of the chord 0.6871% 0.0%
COANDA-1 5.65% at 30.0% of the chord 4.17% at 30.0% of the chord 0.6522% 0.0%
COANDA-3 7.0% at 30.0% of the chord 4.2% at 30.0% of the chord 0.6242% 0.0%

CONA 10.0% at 31.3% of the chord 2.96% at 31.3% of the chord 0.3463% 0.258%

CR 001 7.33% at 27.1% of the chord 4.06% at 45.4% of the chord 0.5493% 0.001%

cr001sm 7.33% at 27.1% of the chord 4.06% at 45.4% of the chord 0.5493% 0.001%
CRD-1 7.62% at 30.0% of the chord 7.13% at 50.0% of the chord 1.0378% 0.7%
CRD-2 6.59% at 30.0% of the chord 6.57% at 50.0% of the chord 0.8749% 0.65%
CRD-3 6.85% at 30.0% of the chord 7.3% at 50.0% of the chord 0.8364% 0.75%
CRD-4 5.36% at 20.0% of the chord 6.55% at 40.0% of the chord 0.7901% 0.6%
cristal ch85 15 7 15.69% at 40.0% of the chord 3.5% at 40.0% of the chord 0.8645% 0.0%
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CSS 10.0% at 33.5% of the chord 4.85% at 35.5% of the chord 5.4407% 0.779%
Curtiss C 62 8.02% at 30.0% of the chord 1.92% at 40.0% of the chord 1.5114% 0.0%
Curtiss C 72 11.73% at 30.0% of the chord 5.87% at 30.0% of the chord 1.3308% 0.1%
CURTISS CR-1 12.21% at 24.0% of the chord 4.71% at 42.0% of the chord 1.399% 0.0035%
Note:

CAGI 731 (USSR);

Cavini 15 (L. Cavini (ltaly));

CH10 (Chuch Hollinger CH 10-48-13 high lift low Reynolds number airfoil, smoothed);
Cheesman 25-1,00-10 (USA);

Chen high lift airfoil (University of lllinois);

CJ1,CJ2,CJl4,CJ5 CI6 (USA);

CJ 3309 (USA);

Coanda 2 (H. Coanda (Romania));

CR 001 (Cody Robertson CR 001 R/C hand-launch low Reynolds number airfoil (smoothed));
Curtiss C 62, Curtiss C 72 (G. Curtiss (USA));

CURTISS CR-1 (General aviation airfoil).

Table 2. The geometric shapes of the airfoils in the cross section.

Cc72 CAGI 731

Cheesman 25-1,00-10

Chen high lift airfoil

CH10 (smoothed)
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Results and discussion

The calculated pressure contours on the surfaces
of the airfoils at the different angles of attack are
presented in the Figs. 1-51.

The calculated magnitudes on the scale can be
represented as the basic magnitudes when comparing
the pressure drop under conditions of changing the
angle of attack of the airfoils.

The optimal airfoil should have good
aerodynamic characteristics, i.e. low drag and high
lift. The modified version of the CHEN airfoil is
subjected to less negative pressure at the different
angles of attack. The pressure difference near the
upper and lower surfaces of the CJ 2 airfoil is
approximately 172 kPa, i.e. it varies by more than 20
times. This indicates a large lift of the airplane wing.

In conditions of the airplane's descent, maximum
pressure of -180 kPa acts on the CJ 2 airfoil.

The CSS airfoil is subjected to a minimum
pressure of -11.9 kPa at the similar negative angle of
attack.

CLARK YS

|

CLARK-Y 11,7% smoothed

\

CLARKY18

COANDA-1

CONA

Css

Curtiss C 72

Changing the angle of attack of the Chen high
lift airfoil to 15 degrees is accompanied by pressure of
-19.2 kPa, which is the minimum pressure magnitude
for all considered airfoils.

The minimum negative pressure magnitude was
determined in conditions of horizontal flight of the
airplane on the upper surface of the CAST 10-2/DOA
2 transonic airfoil. Also, the minimum drag magnitude
at the leading edge was calculated for this airfoil. This
indicates the most favorable conditions for the
airplane flight.

During the airplane maneuvers, the leading edge
of the airfoils is subjected to both positive and
negative pressures.

The maximum increase in pressure on the
leading edge occurs at the angle of attack of -15
degrees for some airfoils:

- CAST 10-2/DOA 2 transonic airfoil;

- Cheesman 25-1,00-10;

- CHEN, Chen high lift airfoil;

-CJ1,Cl2,Cl4,Cl5;
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Figure 1. The pressure contours on the surfaces of the C72 airfoil.
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Figure 2. The pressure contours on the surfaces of the CAGI 731 airfoil.
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Figure 3. The pressure contours on the surfaces of the CAGID2 airfoil.
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Figure 4. The pressure contours on the surfaces of the cap 21 airfoil.
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Figure 5. The pressure contours on the surfaces of the CAST 10-2/DOA 2 transonic airfoil.
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Figure 6. The pressure contours on the surfaces of the Cavini 15 airfoil.
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Figure 7. The pressure contours on the surfaces of the CH10 (smoothed) airfoil.

Surface: Pressure (kPa)
T T T T

120

A 631
100
L 6
g 80
F 4
8 60
5 40f 2
D 20F 0
©
S of 2
I . -4
3 -408 -6
-60F
-80k - : : : . Vv-1.16
0 50 100 150 200
Surface: Pressure (kPa)
[%]
& —~
[<3]
-
fo) .
D
©
n
—
Il
3
-50 0 50 100 150 200
Surface: Pressure (kPa)
A718
(7]
[<5] 0
E -10
(@] L
> 20
© -30
o] -40
\—l| 3 -50
Il -60
S -70
Vv -76.2

0 50
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Figure 9. The pressure contours on the surfaces of the CHEN airfoil.
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Figure 10. The pressure contours on the surfaces of the Chen high lift airfoil.
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Figure 11. The pressure contours on the surfaces of the CJ 1 airfoil.
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Figure 12. The pressure contours on the surfaces of the CJ 2 airfoil.
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Figure 13. The pressure contours on the surfaces of the CJ 3309 airfoil.

Surface: Pressure (kPa)
T T T T T T
1008 14656

o N & O

a = 0 degrees

-50 0 50 100 150 200
Surface: Pressure (kPa)

[%]
[<5]
[<3]
-
(@]
D
©
Te}
—
Il
)
0 50 100 150 200 250
Surface: Pressure (kPa)
(7]
[<5]
(3]
-
(@)
[<3]
o
Lo
—
1
Il
3

0 50 100 150 200 250
Figure 14. The pressure contours on the surfaces of the CJ 4 airfoil.

Philadelphia, USA 6ou D ClariVate
AnalytiCS indexed



ISRA (India)  =6.317 SIS (USA) =0.912 ICV (Poland) =6.630
Impact Factor: ISI (Dubai, UAE) = 1.582 PHUHII (Russia) = 3.939 PIF (India) =1.940
P " GIF (Australia) =0.564 ESJI (KZ) =9.035 IBI (India) =4.260
JIE =1500 SJIF (Morocco) =7.184  OAJI (USA)  =0.350
Surface: Pressure (kPa)
100 T T T T
A 653
80F 4
» 60F 6
8 40F Iy
:-3 20f 5
2 0
= -20F 0
I -40p 2
] -60§ -4
-80F 4
-100». . jv-5.11
100 150 20
Surface Pressure (kPa)
7.1
3 0
<)
E) -10
% -20
0 -30
T -40
S -50
-58
50 100 150 200 250
Surface: Pressure (kPa)
120 A734
100
[72]
8] 80 0
L 60 -10
e 40 20
°© 20 -30
© 0 -40
I . i
-40 N
N =60 v 7272
5 00 150 200
Figure 15. The pressure contours on the surfaces of the CJ 5 airfoil.
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Figure 16. The pressure contours on the surfaces of the CJ 6 airfoil.
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Figure 17. The pressure contours on the surfaces of the CJ25209 airfoil.
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Figure 18. The pressure contours on the surfaces of the CJ-25209 airfoil.
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Figure 19. The pressure contours on the surfaces of the CJ-3209 airfoil.
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Figure 20. The pressure contours on the surfaces of the CJ-3406 airfoil.
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Figure 21. The pressure contours on the surfaces of the CLARK K airfoil.
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Figure 22. The pressure contours on the surfaces of the CLARK V airfoil.
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Figure 23. The pressure contours on the surfaces of the CLARK W airfoil.
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Figure 24. The pressure contours on the surfaces of the CLARK X airfoil.
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Figure 25. The pressure contours on the surfaces of the CLARK Y airfoil.
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Figure 26. The pressure contours on the surfaces of the CLARK YH airfoil.
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Figure 27. The pressure contours on the surfaces of the CLARK YH- Mod airfoil.
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Figure 28. The pressure contours on the surfaces of the CLARK YM-15 airfoil.
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Figure 29. The pressure contours on the surfaces of the CLARK YM-18 airfoil.
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Figure 30. The pressure contours on the surfaces of the CLARK YS airfoil.
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Figure 31. The pressure contours on the surfaces of the CLARK Z airfoil.
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Figure 32. The pressure contours on the surfaces of the CLARK-Y 11,7% smoothed airfoil.

Philadelphia, USA 433 D Clarivate
AnalytiCS indexed



ISRA (India)  =6.317 SIS(USA)  =0912  ICV (Poland)  =6.630

. ISI (Dubai, UAE) =1.582  PHUHII (Russia) = 3.939 PIF (India) =1.940
Impact Factor: g\ australia) =0564 ESJI(KZ)  =9.035  IBI (India) = 4.260
JIF =1.500 SJIF (Morocco) =7.184  OAJI (USA)  =0.350
Surface: Pressure (kPa)
100} ' i . ' ' la666
80F ™
[72] L 4
gl N
g 1 He
> 20k | M2
Il -40} 1 K
S 60} | M-
80 . ) . . ) Jv-7.38
-50 0 50 100 150 200
Surface: Pressure (kPa)
[72]
5]
5
©
[Te]
—
Il
3
0 50 100 150 200 250
Surface: Pressure (kPa)
[72]
3
5
i)
Te]
N
Il
3

-50 50 100 150 200

Figure 33. The pressure contours on the surfaces of the CLARKY 15 airfoil.
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Figure 34. The pressure contours on the surfaces of the CLARKY18 airfoil.
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Figure 35. The pressure contou
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Figure 36. The pressure contours on the surfaces of the CLARKYSimm airfoil.
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Figure 37. The pressure contours on the surfaces of the Coanda 2 airfoil.
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Figure 38. The pressure contours on the surfaces of the COANDA-1 airfoil.
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Figure 39. The pressure contours on the surfaces of the COANDA-3 airfoil.
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Figure 40. The pressure contours on the surfaces of the CONA airfoil.
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Figure 42. The pressure contours on the surfaces of the cr001sm airfoil.
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Figure 43. The pressure contours on the surfaces of the CRD-1 airfoil.
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Figure 44. The pressure contours on the surfaces of the CRD-2 airfoil.
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Figure 45. The pressure contours on the surfaces of the CRD-3 airfoil.
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Figure 46. The pressure contours on the surfaces of the CRD-4 airfoil.
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Figure 47. The pressure contours on the surfaces of the crlstal cb85_15_7 airfoil.
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Figure 49. The pressure contours on the surfaces of the Curtiss C 62 airfoil.
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Figure 51. The pressure contours on the surfaces of the CURTISS CR-1 airfoil.

- CLARK K, CLARK V, CLARK W, CLARK
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11,7% smoothed, CLARKY15, CLARKY18;

- CURTISS CR-1.

The shape of the cap 21 symmetrical airfoil
ensures the occurrence of the same magnitude of
negative pressures on the upper and lower surfaces at
the angles of attack of 15 and -15 degrees,
respectively.
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HNCCIEJOBAHUE CYIIECTBYIOIIEI'O TEMIIEPATYPHO-BJIA’KHOCTHOI'O PEXKUMA B
IMPOLECCE TKAYECTBA

Annomauusn: /lannas cmamovs paccmampugaen 80NPOCl GIUSHUE BIANCHOCIU ULEIKOBOU HUMU OCHOBbL U
OMHOCUMENbHAS BIANCHOCMb 8030YXA 8 yexe, KOmopvle AGIAINCL OCHOBHbLIMU NAPAMEMpPamu, SIUSIOWUMU HA
npoyecc mxauecmed. Mcciedo8anus NOKA3anu, 8 WeiKomkayecmae npu 8bipabomke mKAHU U3 HAmMypaibHO20 UeIKd
MOJCHO NOO0OpAMb 8 MKAYKOM yexe ONMUMAIbHble OMHOCUMENbHOU GIAXNCHOCMb 8030yXd, MemMnepamypa u
61120C00ePIHCaHUsL OCHOBbL. DMO C8010 0uepeddb CHOCOOCMBYem CHUICEHUI) 0OPbIBHOCHU HUMU OCHO8 U YMKA 8
npoyecce mKaiecmea u y8eauyeHuio blnycka mrkaHeu.

Knroueegwvie cnosa: wenk, Humo, 81ax*CHOCMb, CE0UCMEA, NPOYHOCMb, YOTUHEHUE, 8bIHOCIUBOCMb, 0OPLIBHOCHID,
OCHOBHbIX HUMell, OMMEAPEHHO20, KPAUEHHO20, NapyuaibHble 0asleHue, 6005 Hble napbl, 81azu, copoyus, decopoyus,
memnepamypa 8030yxa.

Beenenne B  pabGorax [1-5] wu3ydeHo  BiMsHHE
B  pernameHTpOBaHHOM  TEXHOJOTMYECKOM MHUKPOKIIMaTa Ha CBOIMCTBA IPSKH M €€ OOPBIBHOCTD
pEeKMME TPOM3BOACTBA HAIMOHAIBHBIX aBPOBBIX B TKadecTBe. HamMu  mHccieqoBaHO — BIHSIHHUE
TKaHeH Iy 1mepepaldOTKH HATYpalbHOTO INEJIKa Ha CYIIECTBYIOIIMX IIapaMEeTPOB BO3JyXa B Lexe Ha
TKalKMX CTaHKaX PpEKOMEHIYeTCsl IOJUIePKUBATH OOpBIBHOCTH OCHOBHBIX HHUTEH B TKauecTBE IIpH
OTHOCHTEJIFHYIO BJIQXKHOCTH BO3AyXa B I€Xe B BEIpabOTKE aBPOBBIX TKaHEH M3 HATYPaIBLHOTO IIEJIKa.
npegenax 60-65% npu Temmneparype t = 23°C. s TexHOJOrn4eckoro mpolecca U yCIOBUH
Hopwma BrnaxxaocTr mpu 3toMm cocrasisiet 9% [5, 10- TpyAa B TEKCTHJIBHOW MPOMBIIIIEHHOCTH OOJIBIIOE
29]. 3HaUeHWe WMEIOT  MapaMeTpbl  Bo3dyxa. B
~ .
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XJIOIIKOTKAQYECTBEC OIITUMAJIBHBIMHA SABISAKOTCA KOHe6aHI/I7{ BJIIQAXKHOCTH BO3I[yXa HC TOJIBKO B paSHBIe

OTHOCHTENIbHAsA BIAXHOCTh Bo3nyxa ¢=05-70% wu
Temmeparypa t=22-24° C. B menkoTkadecTBe Mpu
BBIPa0OTKE TKaHW M3 HATypaJbHOTrO mienka ¢ = 60-
65%, Temneparypa t = 22-24° C, npu BBIpaOOTKe
TKaHU W3 HUCKYCCTBEHHOro menka ¢ =50-55%
temneparypa t = 21-23° C. Hepenxo, omHako, Ha
(habpuKax 3TH TapaMeTPHI He BBIIEPKUBAIOTCS.

ITockonbKy BJIa)KHOCTh OCHOBBI u
OTHOCHTEJIbHAS BIAKHOCT BO3AyXa B LIEXE SABISIOTCA
OCHOBHBIMH IIapaMeTpaMu, BIUSIOIIMI Ha IIPOIIECC
TKA4eCcTBa, HEOOXOAMMO IPOBECTH AHAIU3 BIHSTHUS
BJIarOCOJICPKaHNs OCHOB M OTHOCHTEJIHOW BJIXKHOCTH
BO3yXa Ha TMpOLECC TKA4YeCTBE W3 HATYpPAIBHOTO
OTBapeHHOro Iuenka. l3MeHeHHne KIMMaTHYeCKHuX
YCIIOBHIA B MOMEIIECHUSX B OOJIBIION Mepe 3aBUCHT OT
KoJyie0aHus apaMeTpoOB HapYKHOTO BO3AyXa (XKapsbl,
MOpo3a, 0K, BeTpa U T.a.). B padore [1,2,3]
M3YYEHO BIMSIHHE OCHOBHBIX TApaMETPOB MCKYCCTBEHHOTO
MUKPOKJIMMAaTa W BIIKHOCTHOTO COCTOSHHSI BOJIOKOH Ha
3(heKTUBHOCTH TEXHOMOTUIECKUX MporieccoB [4-9].

B pernmamMeHTHpOBaHHOM  TEXHOJOTHYECKOM
pEeXMME TIPOM3BOACTBA, HAIMOHAIBHBIX aBPOBBIX
TKaHEeH AJst nepepaboTKH HaTypabHOTO OTBAPEHHOTO
mIeNnKa Ha TKalKUX CTaHKaX PEKOMEHyeTcs
MOJJIEP)KUBATh OTHOCHUTENIFHYIO BIIQXKHOCTH BO3JlyXa
B Ilexe B mpexaenax 60-65 % mpu temmeparype t- 23°
C. Hopma BIa)XHOCTM OCHOBHOM HHTH MpPU 3TOM
cocrasiser 9 %.

HaOmroneHus, mpoBelcHHBIE B TKAIKOM IIEXE,
IZie 32 CHCTEeMOM KOHAWIMOHMUPOBAHHUS HE BEHETCS
JOJDKHBIA yXOJ, IOKa3ald BECbMa 3HAYUTENIHHBIC

MeCSIIIBl TO/Ia, HO M B TEYEHUE OJJHOTO MECSLa U JTHS
[10-14]. Tak, Hanpumep, CpeIHssi OTHOCHUTEIbHAS
BJIXHOCTh B TKAallKOM L€X€ B HIOJIE Mecsie
kosebanach B npenenax 50,6-73,4 %, B aBrycre 50,3-
70,6 %, B centsbpe 48,2-64,2, B oktsa0pe 45,4-47,7 %,
B HosiOpe 39,1-52,3 %, B mekabpe 36,1-51,9 %3
saBape  36,6-56,1 % u B ¢epane 38,6-54,4 %.
[MomoOHBIe KoNMeOaHUS XapaKTepHBI W I JPYTUX
LIEXOB.

W3 Tabmn. 1 mpuBeaeHBI pe3yIbTaThl HaOII0 IeHIH
BIMSHHUS OTHOCHUTENIFHOW BIAXXHOCTH BO3IyXa, Ha
OOpBIBHOCTh OCHOBHBIX M YTOYHBIX HUTEH, KOTrZa B
OJTHOM TKaI[KOM exe OJIHOBPEMEHHO
nepepadbaTbIBaeTCs HATYpaJbHBIA M MCKYCCTBEHHBIN
LIEJIK.

W3 1abn.1 BuaHO, 4TO B Liexe IpU BbIpabOTKe
TkaHun "Xas-aTmac" apt. 011 VY3 wu3MeHsercs
OOpBIBHOCTh OCHOBHBIX W YTOYHBIX HHUTEH C
W3MEHCHHEM OTHOCHUTEIHHOH BIIAYKHOCTH BO3IyXa.
Hamm craBmiace 3amava, BBUICHUTh IHHAMHUKY
W3MEHEHHS BIIAXXHOCTU OCHOB JUIsl TKaHU "XaH-
ammac" apt. 028 VY3 ¢ MOMeHTa BbIXOJAa HUX U3
MIEPErOHHOTO IIeXa 0 MOJHOTO CXOJa C HaBOS Ha
TKaIIKOM CTaHkKe. B Tkalkom mexe yctaHopieHs! 1504
TKallKMX CTaHKaX, KOTOPHIC 3ampaBlieHbl TKaHbBIO
"Xan-atnac" apt. 011 V3, apt. 028 V3, ap1.054 Y3 1u
apt.057 Y3 u gpyrumu [15-19]. [ns uccnenoBanust
ObUTH BBIOpaHBI JIECATh OCHOB, NPOHYMEPOBAaHBI U
3anpaBieHsl Ha Tkankue cranku. Ilepen 3ampaBkoit
BJIQYKHOCTBH OCHOB cocTaBirsuia 7,4-9,0 %

Ta6auuna 1. PesynbraTsl Ha01101eHUH BJUMSHUSA OTHOCUTEJIbHOM BJIAaKHOCTH BO31yXa.

OTHOCHTEbHAS BIIAKHOCTh OGprisHocT, Ha | M TKanH
Mecspl o ApTuKyn
BO3MyXa, /o baxTraecKn HOpMa
054-Y3 ov/07 09/02
Mo 608 011-Vs 1,7/07 1,5/03
ABrycr 58,7 o ]]_' ,g//(()) 26 -
CeHts10pb 58,0 : Z(L) %//%?é
OKTs6pb 52,2 - ;’;jgi
Hos16ps 44,0 — Z(L) g//%g
Jlexa6pb 45,0 : g 81//%?;
SIHBapp 46,0 : g %//%33 .
DeBpaib 45,0 - ; ,3?//;) 52 B
BzaumonelicTBe OCHOBEI € OKpY’Kalomei CKaJIO, CKaJIO - NMPYTOK U IPYTOK - OIyIIKa TKaHU.

cpeaoi/i Oonpeaciidiamn 1o 06pa3uaM, B3ATBIM H3 30H
3allpaBKU TKALKOro CTaHKa, HalpuMmep, HaBOU -

.Ha60paT0pHLI€ AHAJIU3bI TOKAa3aJIn, YTO CPEAHIA (I/I3
JCCATH I/ICHBITEIHI/IfI) BJIA)KHOCTb OCHOBBI IIpU pa60Te

Philadelphia, USA

846

2 Clarivate

Ana lytics indexed



ISRA (India)  =6.317  SIS(USA)  =0912  ICV (Poland)  =6.630
. I1SI (Dubai, UAE) = 1.582 PHUHII (Russia) = 3.939 PIF (India) =1.940

Impact Factor: ¢ australia) =0564 ESJI(KZ)  =9.035  IBI (India) = 4.260
JIF =1500  SJIF (Morocco) =7.184  OAJI (USA) = 0.350

TKAIIKOTO CTaHKa IO 30HaM COCTaBWJIa: HAaBOK-CKaJIo
7,7 %, ckano-npyTox 7,6 % M NpyTOK-OITyIIKa TKaHH
7,5 %, UccnenoBanusi mpOBEICHBI B HUIOJC U aBIYCTE
MECSIIBI KOTJa OTHOCHTEIbHAS BIIAYKHOCTh B IIEXC
kosebanach ot 53,2 1o 70,0 %.

OnbIT OBUT TOBTOPEH B HOsOpe W jekadpe
MECSIIIBI, TPH OTHOCHUTEIFHON BIAXXKHOCTH BO3IyXa B
mexe 38,2-51,4 %. CpenHee 3HaUEHHE BIIAXHOCTH
OCHOBBI TIpHM padOTe TKAIKOTO CTaHKa IO 30HaM
COCTaBWIIO: HaBOH-ckaio 6,3 %, ckano-npyTok 6,2 %
U IPYTOK-OITynTka Tkanu 6,0 %. 13 aTux HaOroneHmiA
MOXKHO CIeNlaTh CIEAYIOIINHA BBIBOA: BIIAXXHOCTD
OCHOBBI HE COOTBETCTBYET HOpPME, HECTaOWJIbHA
OTHOCHUTEIIbHAS BJIAXKHOCTHh BO3/yXa B I[EXE MOATOMY
MPOUCXOTUT JecopOIus BJard W3 OCHOBBI B
oKpyxaronryto cpeay [20-27].

Ilpu npoBeneHuu omeiTa B (eBpasic U MapTe
TKallKUE CTAaHKH HA OJHOM YyYacTKe Iexa OBLIH
3ampaBlieHbl  MPUTOTOBIICHHOH HAa  TEpPETOHHOM
MallMHE OCHOBOM M3 OTBAapEHHOH ILIEIKOBOW HUTH
323 Tekc X 2 ¢ BIaXHOCTBIO 6,6 m 83 %.
OTHOCHTENbHAS BIAXKHOCTh BO3IyXa Kojebalach OT
42 no 48 % npu Temmeparype 27- 27,7° C.

OKa3aJioch, 4TO BIAKHOCTh HUTCH Ha TKAIIKHX
CTaHKax yIajia B TpeX OCHOBax ¢ 7 10 5,6%, B oaHOM
ocHOBe ¢ 6,6 10 6,0 % u B YeThIpex OCHOBax C 8 10
5,5-6,1%.

OnpIT TOKAa3aj, YTO TpPH ONHOW W TOH HXKe
OTHOCHUTCIILHOW BJIAYKHOCTH BO3JyXa pa3jU4us BO
BJIQ)KHOCTH OCHOB HA TKAIIKUX CTAHKAX COXPAHUIIUCH.
Cnemyer 3aMeTuUTh, YTO TPU OTHOCHTEIIBHOM
BJIAXKHOCTH Bo3ayxa 48 % mporece qecopOImu Biaru
13 OCHOB IPOXOJIUI MeJIeHHee, ueM npu 46%.

Ha puc.l mpencraBieHbl KpUBBIE H3MEHEHHS
OTHOCHUTENIFHOW  BNAaXHOCTH Bo3ayxa 1,3 m
TeMIeparypsl 2,4 B TKalIKOM IIeXe B TCUCHHE TO/1a.

OOpBEIBHOCTH OCHOBHBIX HHTEH HaOMIOamy Ha
JeCATH CTaHKax 00CITyKHBaeMBIX OITHIM
MTOMOIITHUKOM MacTepa.

B T1abn.2 mnpuBeACHB MapaMeTPhl BIUSHHS
BEJIMYUHBI OTHOCHTEIBHON BIAXKHOCTH BO3IyXa H
TeMIIepaTyphbl Ha OOPBIBHOCTH OCHOBHBIX HHUTCH U Ha
MIPOU3BOIUTEIHLHOCTh 000Dy IOBAHUS.

B Tabn. 2 npuBeAeHBI pe3yNbTaThl U3MEHEHHUS
OTHOCHUTEJIbHOM BIAKHOCTH BO3/yXa U TEMIIEpaTyphl
B TEUCHHWE TOJa W BIHUSHAE OTHX BEIHYMH Ha
OOPBIBHOCTH OCHOBHBIX W YTOYHBIX HUTEH.

Ha puc. 2 mnpuBeneHH KpUBBIE W3MEHEHHS
OTHOCUTENILHOM  BIaxHOCTH Bo3ayxa 1,3 u
0OpBIBHOCTH 2,4 OCHOBHBIX HUTEH MpH mepepadoTke
HATYpaJbHOTO OTBAPCHHOTO IIENKa. {3 puc. 2 BUIHO
YTO OTHOCHUTCIIbHAA BJIAJKHOCTH BO3yXa U3MCHACTCSA
B TCUCHUEC I'0Jla B 3HAYUTCJIbHBIX MTpEACIax.
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Puc. 2. KpuBble H3MeHEHHNsI OTHOCUTEIbHOI BJIA’KHOCTH BO3IyXa
Ta6auna 2. Pe3yJbTaTbl H3MEHEHHSI OTHOCHTEIbHOI BJIA)KHOCTH BO3IyXa H TEMIIEPATYPHI.
OrrocuTenbRoji Temneparypa [IpousBoaUTENBHOCTD
BIIa)KHOCTB PaTYPa: | Beero 00peiBoB | KomaectBo, M | OOpsIB Ha 1M p A
rpajg cranka, M/4
BO3/yXa,
40-45 24,0 181,4 54,30 3,34 1,35
45-48 24,8 199,7 62,40 3,20 1,66
48-52 25,3 193,7 61,50 3,15 1,53
52-55 25,8 180,3 62,60 2,88 1,56
55-58 26,2 171,2 64,60 2,65 1,61
58-60 26,7 157,1 68,00 2,31 1,70
60-63 27,4 145,0 68,10 2,13 1,70
63-65 21,7 134,6 72,00 .87 1,80
65-68 28,1 135,2 75,50 1,79 1,88
68-70 28,8 134,0 78,80 1,70 1,97

OOpBIBHOCTH OCHOBHBIX HUTEW IpU BBIPaOOTKE
AaBpPOBBIX TKaHEH W3 HATYpaJbHOTO OTBAapCHHOTO
menka Ha 10000 M omuHOuUHBIX HHUTEH B 8,3 pasa
Oonpirie, dYem TpH  BBIpabOTKE caTWMHA U3
xjnomyatooymaxkHod mpsoku 16,3 Tekc.  Oto
0OBsCHSIETCS TEM, YTO OTBAapPEHHBIN IIEIK HMeeT
CTPYKTYpY pBIXJIylo, Bopcuctyio. IIpum pabote
TKAIIKOTO CTAHKa C MaJIOW BIAQYKHOCTHIO HUTH OCHOBBI
COTIPHUKACAIOTCS ¢ METAJUIMIECKUMH TTIOBEPXHOCTSIMH
CTaHKa ® DJJCKTPU3YIOTCA. OJTO eme OoJblie
YBEIIMYHUBACT PHIXJIOCTH OCHOBHOI HUTH H MTOTOMY B
30HE peMH3a - OIYIIKa TKAaHA 00pa3yIOTCs MINUIIKH OT
MHOT'OKPaTHOTO BO3BPATHO-TIOCTYIATEILHOTO
JBIDKEHUs O0ataHa; 1mo 3Toi npuunHe 8,8 % 0OpBIBOB
NPUXOAWTCS Ha OOpBIB HUTEW mMmKkamu. M3-3a
OTCYTCTBUSI OCHOBHOTO  HaOmrojarens  IIMIIKH
OOpBIBAIOT  COCEHHWE HHUTH, JTa OOPBIBHOCTH
cocrasjsiet 5,0 %.

UToOBl MOAHATH BIIAXKHOCTH BBIMYIICHHON W3
MEPErOHHOTO IeXa OCHOBBI ¢ 5-8 mo 8-9%,
HEOOXOIUMO CO31aTh YCIOBHUS IIPH KOTOPBIX OBLIO OBI
P,>Py TO ecTb NONAEPKUBATH OTHOCUTENIBHYIO

BIIAXKHOCTH BO3IyXa B mexe Ha ypoBHe 75-80 %. Ho
OyZeT 1M TPaKTHYEeCKH MPOUCXOJUTH Hpolecc
copbru? Ha TKankoMm cTaHKE OCHOBAa HAXOAMTCS B
HENPEephIBHOM  pa3MaTBIBaHHE  CJIEOBATENbHO,
CXOJISIT BCE HOBBIE CIIOM OCHOBBI [24-29]. OT HaBos 110
OITYIIKH TKaHH OCHOBA, B 3aBUCHMOCTH OT apTHKYJIOB,
npoxoauT B TeueHue 45-60 MuH. 3a 3TO BpeMsl, eciH
U IPOM30MIET YBEINICHNE BIAXKHOCTH OCHOBEBI, TO Ha
TaKylo BEJIMYHHY, KOTOpas He MMEET NMPAKTHIECKOTO
3HaueHus. Kpome Toro, ecimm B 3TOM Xe Iexe
BEIpa0aTHIBAIOTCS TKAHW M3 MCKYCCTBEHHOTO INIEJIKA,
OTHOCHTEIIFHYIO BI&XHOCTH Bo3myxa 75-80 %
MoJ/IepKUBaTh Hemdb3st. IloaToMy menecooOpasHo
BBIITyCKaTh OCHOBY C Ha4aJIbHOW BiIakHOCTBIO 10-11
%.

Jlnst cHUOKeHHS BIAXKHOCTH OCHOBHI ¢ 10—11%
10 8-9 % HeoOX0AMMO CO3JaTh YCIOBHS IPU KOTOPBIX
P, < P,. Jns »TOr0 B 1IeX€ HYXKHO MOAJEPKUBATH
OTHOCHTEIILHYIO BJIQXKHOCTH Bo3ayxa ¢ = 55-65 %.
[Ipu 3TOM B OCHOBE NPOMCXOAUTD decopbyus Biara 10
8-9 %.
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BroiBoabI

1. HaOnromeHus, TpOBEACHHBIE B TKAIKOM
uexe, re 3a CUCTEeMOM KOHAWLMOHHPOBAHUS HE
BEJETCSl  JTOJDKHBIM  yXOJA, TOKa3ald  BecbMa
3HAYUTEIBHBIC KOJCOAHMS BIIAXXHOCTH BO3JMyXa HE
TOJILKO B pa3Hble MECAllbl rojla, HO U B TEUYCHHUE
OJIHOT'O MecsIa U THA.

2. Brma)kHOCTP OCHOBHI HE COOTBETCTBYET
HOpMe, He CcTaOWIbHA OTHOCHTENFHAS BIAXXHOCTH
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Introduction
UDC 685.47: 519.34

Man began to realize his rationality and its
advantages much later than homo sapiens became.
The understanding of rationality, apparently, occurred
under the influence of the development of economic
activity, and specifically, in that historical period,
when the process of diversification of socially
important labor began - producing labor significantly
pressed gathering, from the number of hunters for
products of purely natural origin, those who tamed
domestic animals and controlled them, and farmers,
the first to test the design potential of intelligence.

It is still extremely problematic to build
productively the desired result in the conditions of the
domination of the natural order that had developed
long before your appearance, and in the initial period
of the history of human activity it was almost a
hopeless task. Nevertheless, it was then that what can
be defined as protoplanning, or arch planning, was
born. The man turned on the reserves of his
intelligence.

Reasonableness is the ability of a person, within
the framework of systemic relations with the natural
environment, to complete the animal (biological) form
of submission to nature not only by the art of
adaptation, but also by transformation.

Planning arose in the process of man's
assimilation of those advantages that rationality
provided him with. And here it is necessary to clearly
contrast dialectically rationality and consciousness as
the specific characteristics of modern man.
Reasonableness is predominantly a biological feature,
consciousness is its concretely - historical
development in the conditions of the social form of
human life, a kind of way of realizing the potential of
rationality. In this connection, the systemic use of the
concepts "consciousness” and “rationality" are
different. “Reasonableness” is a part of consciousness
as a tool for constructing the latter. Reasonableness
singled out a person from the totality of biological
species, consciousness allowed him to develop into a
modern person and build his own human, social
structure of relations, thanks to the ability to foresee
and plan, and, planning,

Planning is an attribute of an activity, one of its
qualitative features. It is twice qualitative: both as a
qualitative indicator of activity, and as a measure of
measuring the level of perfection of activity. The art
of planning reveals the active side of homo sapiens.
To a certain extent, this is a sign of the highest state of
activity. Attempts to oppose planning and creativity
are nothing more than a desire to limit the universality
of planning, to simplify the nature of human
rationality. It is also wrong to oppose planning to the
freedom of competition. Both creativity and
competition are ways of manifesting activity,
therefore, all of its attributes must be present in them.

Another thing is that the general is realized through
the particular, and, therefore, in its reality it is specific,
concretized. S.V. Kovalevskaya ventured into an
original solution to the problem of describing the
rotation of a rigid body with a shifting center of
gravity - aerobatics in mathematics, according to the
Paris Academy of Sciences, accessible before it only
to L. Euler and J. Lagrange, planned her actions both
in detail and in time, keeping within term. Even the
ancestors of the current apologists of the struggle
against the planned economy - the pioneers of the
development of the wealth of North American lands -
cowboys, who are considered to be free from
everything, planned their actions within the limits of
available knowledge.

In 2019, the global economy grew by three
percent, the EU economy added about 2 percent,
keeping up with its western neighbors and the Russian
Federation. The indicators can be qualified as
satisfactory, based on the conclusion of science that
the basic indicator of social development in conditions
of the tension of the ecosystem caused by the
exploited technologies in industrial and agricultural
production is the sustainability of growth, and not the
absolute value.

Slowing down the growth in production is
perhaps undesirable within the framework of the
present, existing being, but it is necessary as a
temporary measure. It is more important for modern
mankind to gain time, for nature to receive hope that
the global nature of the environmental problem can be
dealt with without a global cataclysm. Both nature and
humanity have reserves. Now it is important not to
increase the rate of development of production, but to
have time in "reserve time" to develop sparing
technologies and rebuild production on them,
especially materially and energy-intensive, with open
cycles. On how much humanity turns out to be really
reasonable, its fate will also depend. It seems that
homo sapiens is being tested for survivability again,
with the difference that this time he forced nature to
test itself for viability. Climate change is already
calling into question the much-touted possibilities of
technological progress to protect humans. Humanity
as a whole does not yet feel this danger, but it already
frightens the inhabitants of certain places, regions and
continents; recently looking safe.

The analysis of the situation is directly related to
the RF. We also have to move in a short time from the
idea of the absoluteness of mass production and
gigantomania in the centers of the sale of goods to the
relativity of the subordination of the economy to the
principle: "to satisfy the needs of the buyer here and
immediately." The manufacturer must know his buyer
"by sight", only then production costs will acquire a
rational scale and everyone will be satisfied: nature,
producer, consumer. The functions of trade will also
change, it will become an industry providing direct
communication between the consumer and the
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manufacturer. The market will be forced to invest in
science in order to have a real picture of the state of
the market, to know the trends of the current
movement of interests, the purchasing power of the
consumer, to be ready to promptly provide the routes
of goods from “porch to porch”, solve logistic
problems on the ground in real time. The "consumer
society" will gradually return to the "society of
production”, and social consciousness will again
closely associate consumption with participation in
production. Fake labor - a product of the virtual part
of "production”, will be reduced, fake workers will be
legalized and will start working for their own future.

By means of systems analysis, big science is
called upon to determine the optimal rates of
economic growth on the scale of national, regional,
continental and global progress, and not a phantom
"world government" acting in narrowly accumulative
interests.

At the beginning of the third millennium, the
most urgent question is: how to optimize the
organization and management of production
development in the priority of consumer interests and
environmental safety.

The underestimation of the strategic scale of
planning reveals the flaws arising from the
understanding of rationality, and ultimately the
defects of the intelligent capacity of those who are
behind attacks on the universality of planning. In
relation to planning, one can easily trace, firstly, the
absence of panoramic thinking, and secondly, its
ideological orientation towards the narrow format of
utilitarianism as a perverse pragmatism.

The ideological pluralism that has replaced
communist ideclogy must be viewed critically. The
right to work is not the same as guaranteed
employment. With the right to work, you can remain
unemployed and there is no legal point in
complaining. Something similar is observed with
ideological pluralism. The guaranteed right to adhere
to the ideological concept that is closer to the values
of your consciousness in the information society is
blocked by the ownership of the official and most
significant sources of information. The Internet with
its "toys" is portrayed as a competitive means of
ideological monopoly, but in reality it is not.
Ideological pluralism is justly likened to a big river,
for example, the Don. A big river is not born big, it
becomes her in proportion how small rivers and
streams flow into it, the traces of which dissolve.
Rostov - on the Don, by and large, not on the Don, but
on the totality of the water sources united in the Don.
That's just, all these sources will remain nameless in
Rostov. To the question: what kind of river? The
answer will be short: Don, and he will be on the map.

Pluralism, as a rule, is dominated by one thing,
reflecting the alignment of forces provided by
economic interests and financial resources. Now the
mass media, programs of general and professional

education, pop cultural practice induce the formation
of a worldview in the direction of liberal values. At
the same time, rarely does anyone say that modern
liberalism is not at all the democratic one under whose
banners the Europeans stormed the citadels of
absolutism, and the bourgeoisie of the eighteenth and
nineteenth centuries won the historical right to build
social relations required by the specifics of the
capitalist organization of production.

The founders of political economy as a science -
A. Smith, D. Ricardo, D. Hume, J. Sismondi relied on
the systemic importance of labor in any production
system, were the first to realize the growing
importance of the qualification component of labor in
connection with the scientific and technical equipment
of the industrial form of organization of labor activity,
in which the rationality of human status is manifested.
Capital, in order to reveal its potential, had to grow
with the freedom of movement, and the freedom of
movement of capital had a perspective only in the
conditions of freedom of the subject of labor, his
social independence, formalized in legislation and
guaranteed by a new type of state. They were socially
oriented liberals, the concept of "people” for them had
a concrete historical meaning of the aggregate of
people whose life was conditioned by the
development of production. From science,

The revolutionary bourgeoisie emphasized the
value of fairness in distribution - remuneration in any
form should be tied to the quantity and quality of
labor, place in the management hierarchy of
production. It is no coincidence that A. Smith drew
attention to the fact that the correlation between the
growth of labor productivity and remuneration is
violated everywhere. In the spirit of the times, the
Scottish scholar explained this by the moral downfall
of property owners. J. Sismondi in his well-known
work "New principles of political economy" (1819)
argued in favor of regulating economic competition
and the balance between supply and demand, initiated
social reforms as patterns of production development.
Later, the classic of the 20th century J.M. Keynes was
guided by his ideas.

Among the outstanding achievements of the
classics of political economics is precisely what
scientists economists who are guarding the interests of
the present heirs of revolutionaries - the bourgeoisie
of the eighteenth and nineteenth centuries, strive to
carefully disguise:

o the fundamental position in the production of
that labor that can be specifically measured in the
product produced;

o development of a theory of value in relation
to such work;

o freedom of the producer as a necessary
condition for the development of production;

o the decisive factor in the development of
production is labor productivity, and the improvement
of labor productivity is due to the division of labor,
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which also facilitates the introduction of scientific and
technological achievements into production;

¢ the goals of the economic movement are only
partly located within the development of production,
the main goal is determined by the systemic position
of production itself in the life of a person and society.
Production is a tool for solving problems of social and
personal development, therefore, planning should be
socially and culturally oriented.

It is curious that all the leading economists -
theorists of the 18th - early 19th centuries were noted
in the history of thought as philosophers. So far, no
one has tried to explain this fact, apparently believing
it to be insignificant. In vain. The combination of
philosophy and economic science in research turned
out to be a tradition in subsequent times - Proudhon,
Diihring, Marx, Engels, Mill, Spencer, the list goes on.
The essence of the explanation of this union lies in the
specifics of the epistemological and methodological
purpose of philosophy and science. Philosophy is
more focused on the discovery and definition of
development problems, science - on ways to resolve
them. Hence the normative nature of scientific
knowledge. A. Smith and his contemporaries saw first
of all the problems of the economic movement, that is,
they showed their philosophical talents, then took up
their scientific comprehension.

The need for planning in the economy was
initially discussed exclusively in the context of its
optimization, because planning was provided for by
the rational nature of the organization of production.
Planning was a phenomenal expression of
management, and management was an attribute of
production. In the titles of numerous studies by D.
Ricardo, which served as material for his heirs -
worthy and dubious, there is no word "planning", but
the content of the work is built as a superstructure over
the planning process of the corresponding actions of
the economic order. Especially the British economist
D. Ricardo was interested in pre-planning - a set of
calculation operations of thinking that preceded
planning at the stage of defining objective actions -
choosing the direction and nature of participation, and
when assessing the results.

Neither S. Smith, nor D. Ricardo, nor Sismondi
opposed the freedom of economic choice to planning,
and planning was not considered as an action
incompatible with economic freedom. They
interpreted freedom within the framework of the
political conditions of life, that is, in the spirit of the
ideological positions of a class that is solving the
historical task of changing the socio-political,
economic and cultural structure of social relations. It
should be noted that a certain advance was
characteristic of the methodological foundations of
scientific research. They contained some limitations,
but it is not difficult to see that these defects were
actively overcome when it came to scientific
calculations.

Unlike most of their descendants - today's
scientists economists, the classics of economic
science sought to involve in economic analysis not so
much mathematical methods and the narrow content
of the concept, as the fundamental categories of
economic science. Their talent was used to build a
theoretical basis for a science-specific analysis. In
essence, the progress of scientific economic
knowledge in the twentieth century was a
superstructure over this basis, and what turned out
from above looks more like the Leaning Tower of
Pisa.

Intensive discourse on the content of basic
political and economic concepts in the 19th century is
not difficult to explain, the birth of something new in
theory requires methodological shifts. To understand
what the mechanism of clock pendulums should be,
Huygens had to independently replenish mathematical
analysis in six directions. A. Smith, being a pioneer in
economic theory, solved methodological problems
and could not share the purchased labor with the
expended one. Mistake A, Smith was corrected by D.
Ricardo, explaining that his predecessor did not notice
that the cost of goods should also take into account the
costs of production and operation of equipment. At the
same time, D. Ricardo himself did not consider the
cost of producing raw materials.

Both Sismody, Smith, and Ricordo estimated
value in terms of the relationship of mainly things.
The historically conditioned relations of people
remained for them, as it were, on the sidelines. Hence
the inconsistency in understanding the political
essence of production relations, their class character.
For them, production was the stage on which the
production scenario unfolds as a partner relationship.
Some had capital, others knew how to do things. Each
is a part of a common cause. In such a combination,
the political essence of the economy is reduced to the
foundations of organization, planning of development
and distribution, that is, it is simplified to the level of
special knowledge, moral responsibility and decency
of the participants.

How does the above have to do with the theory
and practice of modern planning? Direct. The
foregoing analysis serves as a basis for asserting that
the effectiveness of the practical part of planning is
directly dependent on the quality of theoretical
understanding, reflecting the natural nature of the
emergence and development goals of production. The
quality of planning theory is due to the methodology
of its political and economic equipment. Planning
reveals the level of depth of knowledge of the
economic process that requires management, and the
degree of reasonableness of management actions. The
latter needs a special explanation.

Reason, as a phenomenon, has a double
interpretation. In the philosophy of the past and in the
new century, “rationality" was understood and
understood as an independent phenomenon that
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realizes the identity of thinking and being, for
example, Hegel's expression was the absolute idea; or
it is considered as a unique ability of the subject - the
highest level of the ideal ability to reflect reality. The
characteristic of such a level is determined by the
adequacy of the reproduction by thinking of what is
happening outside of it.

Reasonableness is a guarantee of the ability to
get an ideal copy of objective reality. The task of
thinking with intelligence is to transform an
opportunity into an appropriate result. The process of
cognition - the reflection of reality by thinking is
natural, therefore it can and should be planned. Here
the main condition for obtaining a product is to
conform the actions according to the nature of the
object. On the way to the truth there are many
obstacles associated with the specifics of the planned
action, and with the specifics of thinking itself.
Thinking is capable of knowing the truth, but it is also
characterized by movement in the wrong direction,
which may be delusional, and may be deliberate in
order to fit the result of the fulfillment of someone's
interests, to be the result of moral dishonesty.

Most of the vices in the search for correct
solutions to economic problems have fundamental
grounds, they are associated with a one-sided
understanding of the functions of economic research,
in particular, the sequestration of the political essence
of economic science. Planning as a tool is considered
on a utilitarian scale that allows you to simplify the
process, leaving outside of it everything that is not
directly related to production.

The essence of the economic transformations in
Russia in the 1990s and their continuation in the “zero
years” of the 2Ist century was to remove
responsibility for social development from the
economy, which meant opposing the economy to
social policy. Politics is the business of the state and
its institutions, and the new owners should be engaged
only in production. To what was traditionally
considered non-economic, added no less than what
was traditionally attributed to the economy. The new
owners removed the entire addition to the "state",
considering all this to be an accompaniment of
production, in other words, its infrastructure.
Therefore, an oligarchic semblance of capitalism has
grown in our country: the seizure of the most
economically profitable property with the help of the
state, outright robbery through raider seizures,

Corruption is not an excess of official powers in
one's own interests and not securing profitable
economic projects for bribes, corruption is a fusion of
business and government. Such a rich country as the
Russian Federation could not become poor in ten
years due to irrational economic policy,
miscalculations in the organization of planning.
Poverty did not come about for economic reasons, it
was the result of the usurpation of power by political
clans that expressed the economic interests of those

who illegally became the master of national wealth.
According to clearly underestimated statistics, no less
than 71 percent of resources are currently controlled
by one million owners, and 140 million cannot even
count on the remaining 29 percent, because the
economic "reforms" that began in the 1990s are
continuing.

Economic violence was carried out under
political and ideological cover. The Demreformers
carried out a gigantic scam, masking their actions by
the need to decisively fight the centralized planning
model. Realizing that their own practice and theory
were doomed to failure, the initiators of the collapse
of the socialist image of the economic system were in
a hurry to take advantage of the created people of the
great country and scatter around the world, hoping to
find shelter from its enemies.

The "scholarship” of the reformers was so high
that it did not tell them the most elementary - the idea
of socialism has long since gone from a ghost in
different parts of the world to a political program,
including government parties. Socialism attracts by
the fact that it concentratedly expresses the logic of
social progress and the meaning of the systemic
position of production. The specificity of socialism
reflects the specificity of historical time and national
history. In the socialist orientation and organization of
production, the systemic principle of social life is
crystallized - the dialectic of the individual and
society.

Society is a form of the reality of human
existence, but the very reality of human existence
exists and develops only thanks to the three
hypostases of personality. Social history begins with
the personality, it is its main subject of advancement,
and in it is the goal of social progress. Production is
intended to be the economic base of social practice
aimed at creating socio-cultural conditions for the
comprehensiveness and harmony of the human
person.

Economic policy, which determines the image
and purpose of planning, can be different, but all this
political and economic diversity, ultimately, is
decomposed into two series of actions. The first row
is formed by those programs that express private
interests and are focused on the social benefits of
representatives of these groups. Typical examples of
such economic plans are the political programs of
Trump in the United States and Macron in France.
These programs are real, but not historical. They
concentrately reflect one side of production - the
stimulation of its growth, but the other is not defined
- the final goal of the systemic status of production.
The systemic place of production in social progress is
commuting. Let's repeat: production serves as a way
of personal development.

Expressed in terms of Hegel's genius, economic
planning is divided into “real” and “reasonable”,
aimed at creating conditions for personal satisfaction
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with their development, and “situational”, that is,
beneficial to those social groups that create this
situation in their private, not historical interests. Such
a reality is possible, but it lacks "rationality" that
reveals the logic of social progress. Here you can get
temporary and private satisfaction, for which all other
generations will have to pay handsomely.

Real history will surely pave its own way of
movement through this kind of economic "blockages".
But the "tax" of historical logic on the illogicality of
human economic activity is very high. When they say:
“measure seven times, only then cut off”, then, in
comparison with the “tax” on the unreasonableness of
economic policy, such aratio seems modest. There are
calculations showing that for each year of the "bazaar"
- the criminal arbitrary practice of planning - the
country can pay with eighteen years of recovery.

The "Lomasters™ of the 1990s did not defeat the
planned economic development on a national scale.
They turned out to be more active than the “masters”
of the 1980s, confirming the old truth: history requires
an active attitude towards itself. Naturally, the
difficult history of the Russian Empire and the USSR
did not deserve the continuation described above. It
was necessary to activate the economic status of
Russia in a different way. Russia will have to spend a
lot of effort and resources to restore its international
prestige. Politicians love to write about how bad
Americans and NATO members deceived the first
Presidents of the USSR and the Russian Federation.
Much less common are analytical materials showing
how Gorbachev and his company and Yeltsin and his
like-minded people deceived those in the world who
looked with hope at the fate of socialism in the USSR
and, not without reason, counted on an alliance with
the new Russia.

It would be interesting to go step by step
mentally along the road map of the reformers of the
1990s, if only in order to enlighten their heirs, who are
not appeasing after two decades of the current political
liberals. To trace how they were looking for a
replacement for the previous practice of economic
planning, completely ignoring not only national
identity, which could somehow be explained, but also
the concreteness of the historical process. In search of
a possible model, domestic engineers - economists
sorted out states from all continents. And,
nevertheless, it is still not clear what should be after
the end of the "transition period”. What economic
order we have to prepare for. The arrow is capable of
transferring us to capitalism, however, here we are a
century and a half late, and to socialism, which we
seem to have renounced.

Despite the differences in particulars, the
reformers of the economy remain within the general
framework - to clear the planning of economic
construction from social aspects. If on the banners of
the revolutionary bourgeoisie was written liberte,
which gave the name to the liberals and demanded that

the state provide civil liberties in full, then the liberals
of the new generation want freedom by removing the
state from actively participating in the development of
production through planning and control. They are
trying to decentralize the management of the
economy, remove social responsibility from economic
activity, forcing only the state to be socially
responsible, in every possible way preventing, at the
same time, those actions of the state that lead to an
increase in the social burden on economic profit.

In essence, liberal reformers economists strive
for special freedom and privilege of their status within
the state. Any objectively reflective analyst will see a
clear historical illogism: the founding liberals, who
laid the foundation of liberal ideology, clearly
outlined the main value of liberalism - equal freedom
for all, as a necessary condition of social
responsibility, and their successors in the 21st century
are eager to be free so as not to bear responsibility for
social progress. By and large, this is nothing more than
a 180-degree turn towards the model of social
inequality.

Social equality is built not only by the state as
political subjects, but also by all other subjects of
society. Even more than the state, they are obliged by
their social status to be responsible for the exercise of
constitutional freedoms. The redundancy in the liberal
interpretation of the foundations of social relations is
easy to forgive A. Smith, who is convinced of the
system-forming status of morality, but after it became
clear that morality has a historical form and is formed
under the active influence of the economic basis, it is
not a unitary formation - several varieties of morality,
it is immoral to separate the economy from direct
participation  in  socio-cultural ~ improvement,
positioning its progress as self-movement, to plan to
cleanse it of the sociocultural burden.

Human intelligence has its own special history,
but it is absurd to understand it separately from
biological evolution and sociobiological continuation
of natural history. Before human rationality appeared
as the special ingenuity of liberal economists infected
with the idea of reformism, it itself was a derivative
product of labor activity, that is, the formation of
economic reality.

The actual history of the mind is naturally built
into the history of the development of what was
eventually called economics by a historical process,
therefore, socio-cultural progress, revealing the
potential of human intelligence, must immanently
belong to the economic movement. The concept of
"superstructure” does not characterize some kind of
artificial constructive addition to the main structure, it
helps to understand the architecture of a monolithic
structure. No matter how you depict the first floor and
call the second the first, you will not be able to get rid
of their structural unity - the second will be considered
above the first and the second will be, thanks to the
first: there will be no first, there will be no second. But
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the first without the second is quite independently real.
Labor history has a natural beginning in the life of
animals. Exactly, in the animal world, nature “worked
out” the model of human reality and “realized” that
without achieving a socio-cultural effect in such a
practice - psychological progress; transformation of
smart thinking into conceptual through the
development of abstract ability; the formation of the
significance of a holistic perception of the world on
the basis of imagination and the strengthening of the
social value of responsible behavior - that is, the
formation of rationality, labor will not be able to
realize its potential. The history of labor, which has
grown into the history of production, which has
become the object of special scientific analysis, which
gave the subject of economic science, is the history of
a single interdependent process, consisting of labor
activity and its socio-cultural support. The only
problem is to what extent the socio-cultural factor is
economic? that without achieving a socio-cultural
effect in such practice - psychological progress;
transformation of smart thinking into conceptual
through the development of abstract ability; the
formation of the significance of a holistic perception
of the world on the basis of imagination and the
strengthening of the social value of responsible
behavior - that is, the formation of rationality, labor
will not be able to realize its potential. The history of
labor, which has grown into the history of production,
which has become the object of special scientific
analysis, which gave the subject of economic science,
is the history of a single interdependent process,
consisting of labor activity and its socio-cultural
support. The only problem is to what extent the socio-
cultural factor is economic? that without achieving a
socio-cultural effect in such practice - psychological
progress; transformation of smart thinking into
conceptual through the development of abstract
ability; the formation of the significance of a holistic
perception of the world on the basis of imagination
and the strengthening of the social value of
responsible behavior - that is, the formation of
rationality, labor will not be able to realize its
potential. The history of labor, which has grown into
the history of production, which has become the object
of special scientific analysis, which gave the subject
of economic science, is the history of a single
interdependent process, consisting of labor activity
and its socio-cultural support. The only problem is to
what extent the socio-cultural factor is economic?
transformation of smart thinking into conceptual
through the development of abstract ability; the
formation of the significance of a holistic perception
of the world on the basis of imagination and the
strengthening of the social value of responsible
behavior - that is, the formation of rationality, labor
will not be able to realize its potential. The history of
labor, which has grown into the history of production,
which has become the object of special scientific

analysis, which gave the subject of economic science,
is the history of a single interdependent process,
consisting of labor activity and its socio-cultural
support. The only problem is to what extent the socio-
cultural factor is economic? transformation of smart
thinking into conceptual through the development of
abstract ability; the formation of the significance of a
holistic perception of the world on the basis of
imagination and the strengthening of the social value
of responsible behavior - that is, the formation of
rationality, labor will not be able to realize its
potential. The history of labor, which has grown into
the history of production, which has become the object
of special scientific analysis, which gave the subject
of economic science, is the history of a single
interdependent process, consisting of labor activity
and its socio-cultural support. The only problem is to
what extent the socio-cultural factor is economic? -
that is, the formation of rationality, labor will not be
able to realize its potential. The history of labor, which
has grown into the history of production, which has
become the object of special scientific analysis, which
gave the subject of economic science, is the history of
a single interdependent process, consisting of labor
activity and its socio-cultural support. The only
problem is to what extent the socio-cultural factor is
economic? - that is, the formation of rationality, labor
will not be able to realize its potential. The history of
labor, which has grown into the history of production,
which has become the object of special scientific
analysis, which gave the subject of economic science,
is the history of a single interdependent process,
consisting of labor activity and its socio-cultural
support. The only problem is to what extent the socio-
cultural factor is economic?

Trying to be smarter than everyone else, liberal
economists found themselves above both science and
the achievements of a philosophical understanding of
the reality of human existence. In the interests of
business, they decided to reconstruct the logical
structure of the system of social life, which has
developed historically. To simplify the basic part of
the social structure - to separate economic activity
from socio-cultural, regardless of the objectivity of
relations, or the pattern of development. To this end,
the reformers came up with a new scheme - to close
the socio-cultural sphere to the state.

The state does have such a function, but it is not
the only responsible social subject. Reasonableness
and sociality are immanent signs of everything that
constitutes social life. An attempt to free oneself from
"super-economic" burdens, referring to the need to
rationalize and optimize the structure of relations - to
replace the immediacy of relations with mediation;
economic policy - we taxes the state, it fulfills socio-
cultural responsibility for us - a typically selfish move.
The goal here is obvious, and, unfortunately, it is not
to make production more perfect, but to pay less for
the right to produce, leaving ourselves a higher
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margin. One example to illustrate: early libraries, cultural complex. In words - in speeches and

cultural institutions, in many places the schools of
Siberia appeared only with the construction of the
railway and with the help of the railway. Railway
builders and railway managers did not consider such
activities to be an infrastructural load, on the contrary,
for them it was the messiah of a new mode of
transport. Compare what Russia received from the
reform of railroad management in the 1990s - 2000s:
in the 1990s alone, the length of railways in the
Russian Federation decreased from 87,200 km to
86,000. The reformers did not build anything, they
closed the traffic along rocky roads, sections
connecting settlements formed at the sites of large-
scale forest and peat mining, with the main passage;
stopped the maintenance of the socio-cultural
arrangement of residents, including railroad workers.
Railway builders and railway managers did not
consider such activities to be an infrastructural load,
on the contrary, for them it was the messiah of a new
mode of transport. Compare what Russia received
from the reform of railroad management in the 1990s
- 2000s: in the 1990s alone, the length of railways in
the Russian Federation decreased from 87,200 km to
86,000. The reformers did not build anything, they
closed the traffic along rocky roads, sections
connecting settlements formed at the sites of large-
scale forest and peat mining, with the main passage;
stopped the maintenance of the socio-cultural
arrangement of residents, including railroad workers.
Railway builders and railway managers did not
consider such activities to be an infrastructural load,
on the contrary, for them it was the messiah of a new
mode of transport. Compare what Russia received
from the reform of railroad management in the 1990s
- 2000s: in the 1990s alone, the length of railways in
the Russian Federation decreased from 87,200 km to
86,000. The reformers did not build anything, they
closed the traffic along rocky roads, sections
connecting settlements formed at the sites of large-
scale forest and peat mining, with the main passage;
stopped the maintenance of the socio-cultural
arrangement of residents, including railroad workers.
year: only in the 1990s, the length of railways in the
Russian Federation decreased from 87,200 km to
86,000. move; stopped the maintenance of the socio-
cultural arrangement of residents, including railroad
workers. year: only in the 1990s, the length of
railways in the Russian Federation decreased from
87,200 km to 86,000. move; stopped the maintenance
of the socio-cultural arrangement of residents,
including railroad workers.

Thousands of settlements, millions of people
have lost a stable way out of their places to regional
and regional socio-cultural benefits. Planning
unfolded exclusively in the direction of the transition
to full cost accounting, which meant one thing -
"optimization of the economy" by reducing costs,
primarily "non-production”, which included the socio-

publications - the leaders called for mobilizing
reserves to create sufficient conditions for the
development of "human capital” as the main resource
for production progress, in reality it turned out to be
quite different.

The bureaucratic apparatus did not deprive itself
of the advantages of sociocultural support.

Full cost accounting in the Russian Federation in
the period of complete transition to a new economy
seemed extremely simple in a planned context: not so
much to increase labor productivity by means of
scientific and technical equipment of production and
the creation of socio-cultural conditions for the growth
of human capital, but to “optimize” costs. Before the
reforms of the 1990s, there was a long queue "for the
driver”, the reform reduced it and led to a shortage.
There are many places, especially in Siberia,
Transhaikalia and the Far East, where the railway
service would be depopulated altogether if people had
other jobs.

Railways are our main national mode of
transport. Russia, the USSR grew with railways, built
them, actively developed them socio-culturally,
thinking about people. A socially and culturally
equipped people is a value in the state number 1, even
Catherine the Great complained: | would be glad to
build an enlightened society, but we do not have an
enlightened people yet. Railroad construction has
been planned since the 1840s; Nicholas | personally
appeared as a domestic Hamlet - he was solving the
problem: "to be or not to be" railways. The court
discouraged the emperor, convincing him that
revolutionary cleanliness would roll on the railways
from Europe, and in general our climate makes
railroad construction unprofitable. Scientists and
entrepreneurs, cultural figures actively advocated the
country's railway future. The destinies of the economy
and culture were united back then in economic policy,

The reforms in Russia in the 1990s were
economic in motivation and purpose, but in essence
they were political reforms. It was possible to
redistribute state property among enterprising
businessmen within 10 years only by relying on the
full support and patronage of the state.

The result of the reforms turned out to be
proportional to the new approaches in planning and
management: the economy cannot recover in thirty
years. The exception is the extractive industries,
which have increased production, developing mainly
previously discovered deposits. In agriculture, more
grain is being produced, grain is an export product.
They launched construction, but none of the chronic
problems of the population has been resolved. The
picture is consistent with the above analysis. Only
export-oriented production moves on a regular basis.
It is either owned by the oligarchs or under their real
control. If we are ready to provide the whole world
with gas, then our population will not wait, especially
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away from the main pipeline. Gas and gasoline prices
hurt those who are classified by advertising as the
owners of energy resources. Statement:

Optimization in planning destroyed the system
of organizing health care and education; forest fires
have become regular disasters, and floods have been
added, significantly different from the usual and long-
known ones. The authorities are trying to blame them
on the "natural disorder" caused by climate change,
but very few people already believe in such an
explanation. The population migrates from the Far
East, Eastern Siberia, Western Siberia is next, and
some 50 years ago people were actively traveling to
these places to build, raise science and culture. BAM
was built by the whole world, finances were limited,
but they found money for social and cultural life,
albeit of a modest scale.

Those who developed the plans, based on real
experience, understood the impossibility of
implementing projects without what serves the
development of the individual, satisfies his cultural
needs, and warms the soul. After all, people went to
large construction sites from places where they were
inhabited and equipped. To the question: what's the
matter? The answer is as easy as shelling pears. At the
described time of rise, with all the punctures and costs,
the goal was universal - the well-being of the
Fatherland. Of course, even at that time the benefits
were not shared equally - there were both rich and
poor, the main thing was that the goal seemed to be
the same and the opportunity to make a career was
equally set. They built and produced not for the
pleasure of the "golden parachutes”, they promoted
the country and themselves together with it.

The liberal ideology of planning, clearly
dominates in modern economic policy, reflects the
objective state of society, which found itself in a
difficult situation of development, when the previous
understanding of the political and socio-economic
perspective, either could not overcome the emerging
crisis, or realized its creative potential, required a
change ... In both versions, it was not without the
participation of opposition forces, claiming the right
to resolve social contradictions.

The growth of globalization has also affected the
implementation of political and economic changes in
domestic reality. Their foreign comrades-in-arms
helped our "missionaries” to direct public
consciousness on the path of liberal ideology, but the
essence of what happened in the 1990s was not
determined from the outside. A foreign policy
conspiracy undeniably took place. This is evidenced
by the collapse of prices for energy carriers of clearly
artificial origin, and the numerous promises of
assistance that turned out to be false, and the
demonstration of sympathy for the changes and the
willingness to share the accumulated ideological
experience. In the late 1980s and the beginning of the
new decade, the world was still two polar ones. In

general, we have never considered our competitors
enemies. For us, they were opponents. And suddenly
the enemy appeared as a friend, ready to help in every
way.

The metamorphosis in relation was supposed to
make one think: for what such grace? The answer lay
on the surface. New relations were offered for
changing the political and economic course, the
beginning of which was to be a radical methodological
break. Gorbachev's "new political thinking" found
objectification in "perestroika", which blurred the
contours of social development guidelines. We went
out of our way, instead of repairing it again, as it was
in much more difficult conditions. Suffice it to recall
the NEP: socialist industrialization; higher education
reforms that have made it one of the best in the world;
creation of optimal conditions for the development of
science, mobilization of scientific and technical
resources, which made it possible to prevent the third
world war; the initiative to use nuclear energy for
peaceful purposes; space exploration program and
much more. It was necessary not to "patch holes" in
what had become obsolete, but on the old
methodological and socially oriented platform, to
develop new options for socialist construction.

Capitalism, we repeat, by the twentieth century
completed its “"classical™ history and was forced to
rebuild, forcibly abandoning what had once helped it
rapidly increase its advantages: the colonial system
collapsed as a result of a long struggle for
independence; wars aimed at redistributing property
became a dangerous business - they could return like
a boomerang; had to agree with the idea of peaceful
coexistence; it was necessary to strengthen the social
direction in economic policy; the question of the
maximum load on the natural habitat arose sharply.
There have already been different stages in the history
of capitalism: primary accumulation of capital;
revolutionary activity; monopolization of capital;
concentration and domination of financial capital.

In nature, a biogenetic law operates, according to
which representatives of a more perfect species in the
process of their uterine formation in an accelerated
mode repeat the main stages of biological evolution.
Thus, nature binds the course of evolution, ensuring
continuity and strengthening the strength of evolution.
Something similar can be conditionally distinguished
in social history. At the turn of the 20th and 21st
centuries, it is quite possible to try to become a
capitalist, but it is highly doubtful to become
capitalism, to fit into the system of capitalism that has
been forming for centuries as a socio-economic entity.
The line-up was formed, and the locomotives,
designed to be the driving force, were at the limit of
their capabilities. New "cars" threatened to slow
down,

The capitalist perspective of the Russian
Federation enjoyed only domestic liberals, who were
blinded and deafened by their hatred of communist
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ideals. They, and twenty years later, it seems that in the course of scientific discourse. Its

capitalism, not communism, is the bright future of
mankind. The metaphysical nature of liberal thinking
is manifested in the desire to strengthen the position
of linearity of thinking in ideology, to stop historical
development at the level of the bourgeois organization
of social relations, to wrest the capitalist spiral from
the spiral of social progress and to declare that at this
stage the nature of the development of society has
radically changed - the historical spiral straightened
out and became forever straight-line movement. One
could agree and accept their understanding as an
option if liberal reflection had an internal systemic
form,

A liberal approach to planning economic
activity, which pulls the solution of economic
problems out of the systemic nature of social relations,
opposing economics to sociocultural improvement,
leaves no reason for a compromise with the adherents
of the liberal course.

A critical analysis of the liberal planning
methodology provides sufficient material for a
number of fundamental conclusions.

First of all, it should be noted the desire of the
liberals of the XXI century to methodological
simplification of knowledge and social construction,
including planning, economic development. By
actively involving the mathematical apparatus in
economic science, universally turning to IT
technologies, economists do not activate their own
methodological resources of economic science.

In comparison with the fact that A. Smith, D.
Ricardo, K. Marx, J. Mil, G. Spencer contributed to
the methodology of economic knowledge and
transformation, the methodological acquisitions of the
twentieth century look more like a deep depression of
philosophical and scientific reflection. A small part of
modern researchers continues to look for ways to
advance in the direction of dialectical and systems
approaches, realizing the limited capabilities of the
mathematical apparatus. Mathematics for economic
research is an auxiliary part of the methodological
equipment of the search for solutions to the
development problems identified by research
experience. It is not even able to formulate a problem,
its capabilities help to quantitatively assess the state of
movement of economic processes.

It is necessary to heed the warning of K. Yaskers
about the fundamental difference between the desire
for simplicity of scientific thinking and simplification
as a search for a way out of a complex scientific
situation, sequestering its content. Simplicity is the
path to true understanding, and simplification is
movement away from it under the guise of scientific
likeness. A direct confirmation of this conclusion is
the recognition in economic research and projects of
the "admissibility of speculation."

Speculative  thinking is a  well-known
phenomenon that arises in philosophical reflection or

epistemological nature is well studied - outside the
systematic assessment of individual aspects of the
subject of thinking and, as a consequence, the
absolutization of the meaning of these aspects. Mental
speculation falsely reflects objective reality, therefore
it is permissible to qualify it as a cost in the production
of the required knowledge. It is extremely rare that
speculation was the product of the artificial induction
of the cognitive process in the wrong direction of
movement. The “scientific admissibility of
speculation” (by liberal economists) has a completely
different epistemological mechanism of education,
which indicates that there is nothing related to the
postulates that distinguish the scientific way of
knowing from the unscientific in their thinking.

It is always necessary to clearly differentiate
philosophical reflection, scientific thinking and
unscientific ways of knowing the world. The
problematic nature of philosophical knowledge is
logically compatible with the subjective costs of
thinking. The falsifiability of philosophically
identified problems is limited, since philosophical
knowledge is conventionally normalized.

Scientific knowledge, on the other hand, must be
subject to either strict verification or equally severe
falsification. It does not reproduce in consciousness its
attitude to the object (object), it is, in terms of content,
a 100% obijectified process. Even the choice of the
coordinate system, reference point, etc. by the subject
of thinking is regulated at all stages of cognition.
When scientific knowledge is "enriched" by the
"admissibility of speculation”, then such an addition
testifies to one thing - the desire to modernize the post-
non-classical stage of the history of science by the fact
that it has nothing to do with the current time or
scientific history at all. Admitting speculation not as a
cost, but as a scientific phenomenon in the knowledge
of the economic movement, innovator economists
want to squeeze a subjective action into the chain of
objective reflection of the developing reality,

Scientific  knowledge is objective, the
characterization of the scientific nature of knowledge
begins with objectivity, if economic thinking strives
to be scientific, it must filter knowledge on the basis
of objectivity. "The admissibility of speculation” is
tantamount to its legalization in scientific knowledge.
This is nonsense for legal sciences, logic, ethics,
aesthetics, cultural studies, a negative phenomenon
for historical science, political science, sociology. As
a fact of objective reality, speculation undoubtedly
exists, therefore, scientific - economic, political,
psychological, legal interest in it is justified, however,
one thing is the attention of science to the fact, and
quite another is the desire to substantiate the regularity
of the systematic belonging of speculation to
economic science as a necessary condition for its
development.
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"Speculation”, by definition (omitting its "economy" with the concept of "production”.
philosophical interpretation as “contemplation, Production will become digital. The economy
speculation™) is “calculation, intent based on emerged, formed, and will continue to develop as a

something, the use of something in selfish interests."”
Therefore, law enforcement agencies should deal with
speculation; it would be nice for them to pay attention
to speculative manipulations, those who are looking
for justification for speculative actions in the
economic and political sciences. Political liberals, for
example, hardly hide their desire to bring terrorists to
the actions of those who are called the political
opposition, then terrorism would be easily done away
with. So the United States and its partners officially
recognized the Taliban as an opposition political
movement, that is, they legalized Al Qaeda and ISIS,
organizations banned in the Russian Federation, next
in line. Economic speculators are no less dangerous in
the context of social progress than terrorist advocates.
It's just that the effects of their negative impact on
economic and socio-cultural development are not so
psychologically resonant, moreover, they have grown
into the existing corruption scheme and look like their
own for many.

The advancement of economics, as follows from
the above, is not accidental. It is primitive,
manipulative, controlled, it is not held by the
"anchors™ of the requirements for objectivity and
essential reflection of reality by scientific knowledge.
Scientific knowledge reveals facts in order to
understand the regularity of their existence, and
economics scientifically describes the structure of
facts.

The second main conclusion is no less obvious:
on the platform of methodological simplification of
scientific analysis, curtailment of the systemic
approach and rejection of the dialectical way of
thinking in favor of methodological anarchism and
borrowing, liberal economic theory systematically
lowers the epistemological and sociological status of
the concept of "planning". The task here is this: it is
necessary to simplify the concept to such a content
that its scope of use opens up the possibility of a
purely digital solution of all problems according to the
program for optimizing the economic component.
Planning should be a technically feasible activity, free
from social policy. The main obstacle on the way is
the growing demand of social progress for the
efficiency of economic construction.

Liberals hide the growing contradiction of
economics to everyone else. The day is not far off
when mathematics will present its accounts to liberal
economists. Economists, mercilessly exploiting
mathematics, do not give the expected results either in
the development of production management or in
mathematics itself, and in fact they devalue the value
of mathematical analysis with their extremely low
productivity. Political strategists, who spoke in favor
of the digital economy, have promised another "life
buoy" to economics, replacing the concept of

basic social instrument of social progress, which, in
turn, has been and will remain the main factor in the
development of people. The economy must have a
human face. All its other characteristics are derived
from its humanitarian vector. But only in the liberal-
economic  dimension, economic planning is
consistently moving away from the satisfaction of
personal development needs. It would not be so, it
would not make sense to "teach speculation." They
persistently try to present speculation as a necessary
link in scientific thinking, and this is done in the
interests of the minority that controls the distribution,
and does not produce a real product. Within the
framework of artificially constructed relations in the
superstructure over production, speculation has been
legally flourishing for a long time, but it is unnatural
within the framework of the regularity of the formed
system of production itself, where everyone,
regardless of their position, is a participant and has the
right to count on their legal share in the product
produced. The order of distribution is determined
mainly by property, and only then by the shares of
participation in the production of goods. The gap
between two realities - labor and property, the direct
creator of a real product and its real owner - formed in
connection with the regularity of the development of
production and the social superstructure, opens up a
real opportunity to supplement objectively natural
reality, a conditionally existing reality, virtual or
speculative. It is she who is considered as the path of
movement towards property. the direct creator of a
real product and its real owner opens up a real
opportunity to supplement objectively natural reality,
a conditionally existing reality, virtual or speculative.
It is she who is considered as the path of movement
towards property. the direct creator of a real product
and its real owner opens up a real opportunity to
supplement objectively natural reality, a conditionally
existing reality, virtual or speculative. It is she who is
considered as the path of movement towards property.

Speculation is a roadmap to capital that can be
sufficient to start a real business. And in this version,
speculation has real meaning, it can be a conditional
fact of scientific research. But under the dominance of
financial, in essence, speculative capital, speculation
has become a stably autonomous variety of activity,
divorced from the production of a real product. Market
speculation is an excessive form of intermediary
activity. It has already become an obstacle to the
development of production. And so the costs of the
social movement began to concentrate in it. By and
large, speculation has matured, blossomed and
outgrew the limits of the right protected reality.

Itis a typical phenomenon of that form of reality
that inhibits progress, having squandered the
rationality of its action, is subject to denial. However,
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everything will remain the same, because speculation
has a reliable "roof" protecting it from political
control, financial capital on a transnational scale.

So, historical logic requires that the planning of
economic activity be carried out in a systemic form of
expression, create optimal conditions for socio-
cultural development and be conditionally focused on
a humanitarian result. Economic planning is
conditioned by the solution of socio-cultural
problems, therefore, the models of economic planning
should be complicated, not simplified. Economic
analysis of the situation, prior to planning, should be
based on special scientific research, be conceptual.
Deepening the epistemological and methodological
equipment of economic reflection presupposes the
active use of the requirements of dialectical thinking -
the comprehensiveness of the involvement of
historical dialectics and a sufficient completeness of
the analysis of the relevance of the involvement of
historical dialectics, as well as the advantages of a
systemic approach. Domestic specialists should bear
in mind that foreign researchers also criticize liberal
innovations, opposing them with an objective analysis
of production development trends. We have
something to be interested in. Let us take, for
illustration, the reasoning of the authoritative
American specialist J. Galbraith. In his famous book
"New Industrial Society”, he critically traced the
history of the modern industrial system of the 20th
century, which subordinated the formation of social
relations and the human personality itself. As a result,
J. Galbraith came to the conclusion about the need for
radical changes in it, but not those that liberals
advertise. We have something to be interested in. Let
us take, for illustration, the reasoning of the
authoritative American specialist J. Galbraith. In his
famous book "New Industrial Society", he critically
traced the history of the modern industrial system of
the 20th century, which subordinated the formation of
social relations and the human personality itself. As a
result, J. Galbraith came to the conclusion about the
need for radical changes in it, but not those that
liberals advertise. We have something to be interested
in. Let us take, for illustration, the reasoning of the
authoritative American specialist J. Galbraith. In his
famous book "New Industrial Society”, he critically
traced the history of the modern industrial system of
the 20th century, which subordinated the formation of
social relations and the human personality itself. As a
result, J. Galbraith came to the conclusion about the
need for radical changes in it, but not those that
liberals advertise.

J. Galbraith compared the development of
industrial systems according to two significantly
different scenarios - planned, which liberals -
economists identify with socialist management, and
market, regulated through competition. Liberals
always cite the latter as an example, as the ideal
embodiment of economic freedom. Based on the

experience of the economic history of two-thirds of
the twentieth century, which absorbed both the rise
and the "great depression", peacetime and wartime,
the American scientist showed that economic progress
does not contradict the planned activities of the state.
Thanks to the analysis of economic processes in the
format of social and personal changes. J. Galbraith
convincingly demonstrated the limitations of the
liberal concept of economic freedom.

Galbraith's conclusions are relevant for a correct
understanding of what was happening at the end of the
20th century and in the early decades of the 21st in
Russian society, on the one hand, and for an adequate
assessment of the futility in the scientific and practical
aspects of the ideas of Russian liberals who turned into
conservatives. The industrial system is dangerous by
the high level of its organization, it is increasingly
turning into a gigantic mechanism, acting according to
its own order, functionally tightening the personality,
subordinating it to the freedom of its organization. The
industrial order, so important and beneficial for the
development of production, becomes a trap for the
progress of the individual, leads to the one-sided
development of the individual - the formation of a
technical man. The “specialist” displaces the
personality from the goals of social development.
Economists need a specialist sharpened for the
technology and organization of production, the
personal development of liberals - economists seems
transcendental for the purposes of production.
Production requires not a person for its development,
but a specialist who knows and knows how to work.
They build the functions of culture and education for
the training of a specialist. There is no need to go far
for arguments, there is no need to plunge into the
history of the United States, you just need to turn
towards the modernization of domestic special
education - secondary and higher, ousting from the
programs everything that contributes to personal
development in order to emphasize the process of
training a specialist in the direction. The personal
model of education has given way to the competence
model. Production requires not a person for its
development, but a specialist who knows and knows
how to work. They build the functions of culture and
education for the training of a specialist. There is no
need to go far for arguments, there is no need to plunge
into the history of the United States, you just need to
turn towards the modernization of domestic special
education - secondary and higher, ousting from the
programs everything that contributes to personal
development in order to emphasize the process of
training a specialist in the direction. The personal
model of education has given way to the competence
model. Production requires not a person for its
development, but a specialist who knows and knows
how to work. They build the functions of culture and
education for the training of a specialist. There is no
need to go far for arguments, there is no need to plunge

Philadelphia, USA

862

(2 Clarivate

Ana lytics indexed



ISRA (India) =6.317 SIS (USA) =0.912 ICV (Poland) = 6.630
. I1SI (Dubai, UAE) = 1.582 PHUHII (Russia) = 3.939 PIF (India) =1.940
Impact Factor: ¢ australia) =0564 ESJI(KZ)  =9.035  IBI (India) = 4.260
JIE =1.500  SJIF (Morocco) =7.184  OAJI (USA)  =0.350
into the history of the United States, you just need to study of the methodology for planning the

turn towards the modernization of domestic special
education - secondary and higher, ousting from the
programs everything that contributes to personal
development in order to emphasize the process of
training a specialist in the direction. The personal
model of education has given way to the competence
model. you just need to turn towards the
modernization of domestic special education -
secondary and higher, which is pushing out of the
programs everything that contributes to the
development of the individual in order to focus the
process on training a specialist in the direction. The
personal model of education has given way to the
competence model. you just need to turn towards the
modernization of domestic special education -
secondary and higher, which is pushing out of the
programs everything that contributes to the
development of the individual in order to focus the
process on training a specialist in the direction. The
personal model of education has given way to the
competence model.

The USA survived this reform back in the 1960s
and, according to J. Galbraith, became disillusioned
with the idea of coaching education for training in a
specialty. Both in the field of foreign and domestic
economic policy, wrote G. Galbraith, everything that
is considered - and not without reason - as an
automatically accepted or taken on faith position of
people now called the "establishment” is being
questioned. These mindsets need political guidance.
This process of reassessment of tasks has arisen
because the idea of liberal reform is no longer quoted.
In the past, liberals have acted like economic liberals;
reform meant economic reform. The task of this
reform has invariably been repeated in hundreds of
programs, speeches and manifestos. Production must
grow; income must grow; income distribution should
be improved; unemployment must be reduced. This
was what the program of liberal reformism boiled
down to for decades. Even the ten biblical
commandments are less known and, of course, are
much less implemented than these requirements ...
The role of a liberal reformer does not require effort,
it is not associated with any violent disputes,
scandalous strife, no one has to be persuaded and
persuaded. All that is required is to stand still and bow
when the Gross National Product increases again. At
the end of his book, J. Galbraith concludes: “The
progress we are talking about today (recall that the
book was published in 1967) will be much more
difficult to measure than the progress that is associated
with the percentage of growth in the gross national
product or with unemployment rate. This is due to the
fact that the tasks, which the industrial system sets for
itself are so narrow that they lend themselves to
accurate statistical measurement. But life is hard. The
definition of the prosperity of society should be a
subject of discussion. " We would like to complete the

development of production by listing the monographs
of J. Galbraith: "American Capitalism" (1952), "The
Great Crash" (1955), "The Society of Plenty" (1958),
"The Time of Liberalism" (1960 .), "New Industrial
Society" (1967). It seemed that the author had found a
name for modern society, perhaps it was so, but when
J. Galbraith revealed the essence of the “new
industrial society”, he realized that this society,
despite its novelty, was outdated. What the future
society should be like, the scientist did not know, so
he accurately defined the emerging society as a
"society of prosperity",

J. Galbraith corrected the status of economic
science with the dynamics of welfare in society. As
wealth rises, the role of economic research changes.
When people are malnourished, poorly dressed, do not
have decent housing and die of illness, the priorities
are those that improve their material living conditions,
it is necessary to look for economic ways to increase
income - "people are most diligently looking for ways
to save their souls with a full stomach." With a high
level of income, problems other than physiological
ones arise, and society is obliged to help its citizens in
solving them. The advantages of a comprehensive
analysis of changes are significant, J. Galbraith
argued. “Also great - and growing over time - are the
benefits of an analysis of change that goes beyond
economics. This is because

J. Galbraith generally adhered to the "general
line" of the modern interpretation of the subject and
functions of economic science in the West. He
distinguished scientific economic research from
political problems, beliefs that their solution goes
beyond the competence of economic science, are the
prerogative of the authorities themselves. We will not
judge how fair his position is. Let us only recall: there
was a post-war period of obvious successes in
capitalist construction, economic science was not
relevant to an expanded interpretation of the subject
of its research, to be a political economy, to explain
economic inconsistencies by political relations;
secondly, we note that J. Galbraith felt very
uncomfortable, realizing that limiting, like liberals,
economic analysis is a simple study of the dynamics
of the economic characteristics of production, it drives
itself into a dead end. To understand the system
requires a systematic approach.

Economic globalization is a policy that uses the
objective trend of integration of national economies.
This is clearly illustrated by the example of the WTO.
The WTO, on the one hand, stimulates the planned
form of managing the economic movement, on the
other, it strictly regulates the possibilities of planning
the development of the economy on a national scale,
subordinating national interests to global goals, the
justification of which, from a scientific point of view,
looks insufficient and politically biased. Meanwhile,
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having entered the WTO, the country is forced to
accept the conditions of this largely political game.

National economic development projects are
more and more loaded and adjusted not in the national
interests, which we have to put up with as the costs of
globalization. At the same time, it should be borne in
mind that there is no alternative to integration. Homo
sapiens exists as a universal species. The earth is his
common home, development is a common interest,
synthesizing biological evolution and social and
cultural arrangement.

When planning, it is necessary to proceed from
the dialectical requirement for the comprehensiveness
of an objective analysis of reality, once and the need
to act together in common interests, two. States have
something to share, but history cannot be tested for
strength, humanity has no other and will not have
another. Dialectics has opened up to us a range of
opposition, both practical and theoretical. The
struggle is reasonable exclusively within the
boundaries of unity, therefore, the contradictions
should be filtered through the need to obtain a general
result corresponding to the laws of motion of the
human reality of being.

Scientific knowledge comes with a cost.
Scientists' understanding of what is happening does
not always take the form of true knowledge; delusion
is a natural movement of any knowledge, here it is
important to have a critical attitude. A scientist must
not believe, he must doubt. J. Galbright is an honest
scientist, aware of the limitations of his scientific
potential, he logically addresses the discussion, in
scientific disputes he sees a way out of deadlocks and
dubious judgments.

K. Marx was careful about the mistakes of those
who served science, believing that not politicians, but
scientists are called upon to determine the path of
economic development. Politicians should create the
political conditions for resolving economic problems,
following the recommendations of scientists. J.
Galbraith is absolutely right when he speaks of the
complication of social development and the need, in
connection with this, to consider economic knowledge
and planning in a new, broad sociocultural format. An
American scientist with a similar methodological
attitude did not come to the court of domestic
reformers - liberals at the end of the last century, when
the time of economic reforms was compressed, then
there was already a train of vices of their actions.
Soros turned out to be the idol of our liberals - a typical
financial and political speculator. Speculators without
ideas have found a speculator with ideas.

Main part

The work presented to your attention is the fruit
of joint reflections on topical problems of improving
the activities of an important branch of the social
economy of leading Russian and foreign experts. A
collectively executed monograph always has an

advantage over an individual form of creativity. A
separate author, no matter how knowledgeable and
authoritative he was, was forced by the nature of the
circumstances to explain not only his point of view on
the problem under study, but also to talk about how
colleagues “see” this problem, to present someone
else's view of the order of things, to transform in the
process of the declared discussions in their opponents.
Such a transformation, despite all its conventionality,
is not so harmless for objectivity in understanding.
Even such a wonderful thinker like G. Hegel sinned,
willingly or unwillingly substituting opponents,

This work presents an original author's approach
and opens up the opportunity to learn the most
significant first-hand, without intermediaries, who
often darken creative relationships. The quality is
"written by nature” to be at all times in the epicenter
of scientific and amateurish reflections. The problem
of ensuring the quality of activities is not just
universally relevant, it is strategic. The dilemma in
relation to quality is reasonable only within the limits
of opposing the ratio of actions "direct" and
"mediated". The saying "it's all about him" owes its
origin to quality. It is possible to "forget" about the
quality problem solely because any fruitful and
luminiferous activity is directed towards. reflecting
the relevance and profitability of activities aimed at
the development of production. To reanimate the role
and importance of a quality-oriented strategy, since
only in this case enterprise managers will subjectively
and objectively be forced to improve their production
using nano technologies and innovative processes so
that competitive and demanded materials and products
fully satisfy the needs of domestic consumers. At the
same time, the authors' assertion that the consumption
of domestic materials and products is regulated by the
market is substantiated. In this case, the requirements
of the market should be shaped in production, and the
authors confirm this situation, drawing attention to the
role of the state and consumers in the formation of
sustainable demand for domestic materials and
products, namely: maintain a range of goods,
regulating it by federal, regional and municipal orders;
stimulate price stability; increase consumer ability and
gradually improve their quality. The implementation
of these tasks will create the basis for the consumer to
realize the need to pay for the advantages of high-
quality materials and products, and the manufacturer
to realize that improving the quality of materials and
products cannot be associated only with rising prices,
but also due to technical innovations aimed at using
new technological and engineering solutions. Today,
and even more so tomorrow, it is important to
implement one of the defining principles of
production efficiency - the manufacturer produces
exactly what the consumer needs. It is equally
important to understand the role and importance of
quality activities, that is, to what extent the leaders got
into the essence of things, learned to manage things,
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change their properties (assortment), form, forcing
them to serve man without significant damage to
nature, for the good and in the name of man. The
quality of an activity is the final criterion of its
individual, collective and national status. It is in the
quality that the energy of creation is accumulated. The
quality of activity testifies only to how much we have
penetrated into the essence of things, learned to
manage things, change their properties, form, forcing
them to serve a person, without significant damage to
nature. Quality allows you to see the person himself
from new perspectives, to pay tribute to his talent,
will, and professionalism. Research carried out by the
UN Development Program has made it possible to
measure the share of the "human factor" in national
and global wealth:

A quality-oriented  strategy  undoubtedly
contributes to an increase in the very role of the
subjective factor in the development of production,
and to a more complete all-round satisfaction of
human needs themselves. The desire to "live
according to reasonable needs", as well as the need to
"work according to one's capabilities”, together with
the communist ideal, no one openly and officially
dared to abolish, realizing the absurdity of denying the
essential forces of man. In the "hot" state, the problem
of quality is steadily supported by the internal forces
of active consciousness and external life factors. The
highest function of consciousness is cognitive.
Learning about nature, we discover its qualities, state
of quality, quality levels, embodying new knowledge
in production. Classical political economy (A. Smith,
D. Riccardo, K. Marx, J. Mill) concentrated quality
problems in manufacturing. Post-classical economic
thought shifted quality towards consumption, trying to
give production a "human face" - a person alienates
himself in the production process, but this measure is
forced and in the systemic sense - temporary,
conditional. Labor is a kind of "terrible cauldron" that
Vanya the fool had to overcome in order to turn into
Ivan Tsarevich. The main thing in production is the
result, not the process. Consumption regulates the
market. Consequently, market demands must
dominate production. The task of society is to
contribute to the development of demand in the
market worldwide: to maintain a range of goods,
stimulate price stability, increase purchasing power,
and improve the quality of goods. E. Deming, calling
the "network of deadly diseases” of modern
production, in the first place he puts "production
planning, not focused on such goods and services for
which the market is in demand."” Try to argue with
him. Production during the transition from industrial
to post-industrial mass consumption society is thought
of as a function of the market. The dynamics of market
development in the last decades of the last century and
at the beginning of the third millennium invariably
shows an increase in consumer demand for the quality
of goods. For all the economic, social and political

costs, humanity is getting richer and wealth is
unevenly distributed. Finance, as before, s
concentrated in certain regions, however, in the same
way as the premieres of modern production. Analysts
predict the course towards the quality of goods
confidently and everywhere. The consumer realized
the need to pay for the advantage of quality services
and products. It’s the turn of the manufacturer, who
must close “greed” and “deadly sin” in his mind in
order to burn out greed. Prominent economists
unequivocally declare that an increase in the quality
of goods is not causally related to an increase in prices.
Positive changes in the quality of goods imply
qualitative changes in technology, technology,
organization  and production management.
Manufacturing must improve, which does not mean
becoming more costly. And | would also like to draw
your attention to one phenomenon that usually escapes
in the troubled bustle of the economy - the historicity
of the economy. The economy has not always been the
way we perceive it now and will not remain forever.
Economic life changes in time, which forces us to tune
in not its changing being. The modern economy is
built on a market foundation and the laws of the
market dictate their own rules to it. In the foreground
are profit, competition, efficiency, unity of command.
How long will this continue? Symptoms of the new
economic order are already mounting, analysts say.
The next round of the economic spiral will also
revolve around the market core, but the value of the
market will not remain total. The priority of market
competition, which aggressively squeezes out the
social sphere, is incompatible with the prospect of
economic development, as evidenced by the steady
desire of social democracy in the West to deploy the
economy as a front for social security and fair
distribution of profits. The new economy is called
temporarily "lean”. It requires humanization not only
in the distribution of national wealth. The production
itself is also humanized, including the control system.
The current principle: “the strongest, the fittest
survives”, will replace the “social-production
partnership - the manager and the manufacturer will
become members of one team. Mass production will
give way to an organization corresponding to the
implementation of the principle - “the manufacturer
produces exactly what the consumer needs. The "lean"
economy will focus on resource-saving technologies
and environmental friendliness of production.

It will require a new look at core concepts. The
philosophy of quality will also change. We must be
ready for the coming events. To the best of their
competence and interests, the authors tried to share
with you, dear reader, their thoughts, entrusted you
with their judgments about the past, present and future
of the case to which they have devoted their lives, their
research, in order to answer the main question: what
dominates quality - advertising or manufacturer, and
the revolution in quality will unite them, or will it be
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impossible to do it? But life will judge both. One of
the tasks in the system of increasing the
competitiveness of the region is to identify the
potential for clustering the region. The traditions of
the footwear industry in the regions of the Southern
Federal District, the North Caucasus Federal District
and the trends of its development give a chance for
success in the case of interaction of all participants in
the process - suppliers, manufacturers, government
officials, trade and service companies. The first step
towards such interaction must be taken in the course
of an exchange of views and clarification of mutual
positions. Do the regional footwear market
participants unambiguously perceive the problems
they face? What is the vector of structural changes in
the Russian leather and footwear market - towards the
development or stagnation of the industry? What are
the conditions and real opportunities for the
development of competitive production in the region?
What should be the support for the authorities at the
federal and regional levels? Is it possible in modern
conditions to rely on interaction and cooperation as a
real factor of competitiveness? How to solve the
problem of training and retaining personnel in
production? Do the regional footwear market
participants unambiguously perceive the problems
they face? What is the vector of structural changes in
the Russian leather and footwear market - towards the
development or stagnation of the industry? What are
the conditions and real opportunities for the
development of competitive production in the region?
What should be the support for the authorities at the
federal and regional levels? Is it possible in modern
conditions to rely on interaction and cooperation as a
real factor of competitiveness? How to solve the
problem of training and retaining personnel in
production? Do the regional footwear market
participants unambiguously perceive the problems
they face? What is the vector of structural changes in
the Russian leather and footwear market - towards the
development or stagnation of the industry? What are
the conditions and real opportunities for the
development of competitive production in the region?
What should be the support for the authorities at the
federal and regional levels? Is it possible in modern
conditions to rely on interaction and cooperation as a
real factor of competitiveness? How to solve the
problem of training and retaining personnel in
production? who stand in front of them? What is the
vector of structural changes in the Russian leather and
footwear market - towards the development or
stagnation of the industry? What are the conditions
and real opportunities for the development of
competitive production in the region? What should be
the support for the authorities at the federal and
regional levels? Is it possible in modern conditions to
rely on interaction and cooperation as a real factor of
competitiveness? How to solve the problem of
training and retaining personnel in production? who

stand in front of them? What is the vector of structural
changes in the Russian leather and footwear market -
towards the development or stagnation of the
industry? What are the conditions and real
opportunities for the development of competitive
production in the region? What should be the support
for the authorities at the federal and regional levels? Is
it possible in modern conditions to rely on interaction
and cooperation as a real factor of competitiveness?
How to solve the problem of training and retaining
personnel in production?

For the shoe business, the topic of forming a
regional cluster is very relevant. The creation of
clusters is one of the most effective tools for
increasing the competitiveness of territories. The need
for a cluster approach to managing the
competitiveness of enterprises, which consists in the
development of a new industrial policy to stimulate
the organization and development of clusters based on
the formation of relations of network cooperation and
public-private partnership (cluster policy) and
includes the study of clusters, cluster strategy and
methods of its provision are a lifesaver for today.
From the point of view of the management process,
the cluster approach is considered as a set of stages
and activities for organizing clusters and their
development, i.e. clustering. This approach will allow
small and medium-sized enterprises in the light
industry to compete successfully not only in the
domestic but also in the international market. The role
of regional and local authorities in launching and
coordinating cluster projects is very important, in this
regard, it was possible to form an effective mechanism
for representing the interests of business in relations
with the authorities. An element that serves as a
"coordinator and communicator” is proposed. For the
development of this element, a substantive dialogue is
needed, based on mutual trust and interest, first of all,
between the subjects of the industry themselves - both
the government and business are interested in this. It
is necessary to develop joint proposals on directions,
forms and methods of state support for the
development of an industry cluster, namely: The role
of regional and local authorities in launching and
coordinating cluster projects is very important, in this
regard, it was possible to form an effective mechanism
for representing the interests of business in relations
with the authorities. An element that serves as a
"coordinator and communicator” is proposed. For the
development of this element, a substantive dialogue is
needed, based on mutual trust and interest, first of all,
between the subjects of the industry themselves - both
the government and business are interested in this. It
is necessary to develop joint proposals on directions,
forms and methods of state support for the
development of an industry cluster, namely: The role
of regional and local authorities in launching and
coordinating cluster projects is very important, in this
regard, it was possible to form an effective mechanism
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for representing the interests of business in relations
with the authorities. An element that serves as a
"coordinator and communicator" is proposed. For the
development of this element, a substantive dialogue is
needed, based on mutual trust and interest, first of all,
between the subjects of the industry themselves - both
the government and business are interested in this. It
is necessary to develop joint proposals on directions,
forms and methods of state support for the
development of an industry cluster, namely: acting as
a ‘"coordinator and communicator”. For the
development of this element, a substantive dialogue is
needed, based on mutual trust and interest, first of all,
between the subjects of the industry themselves - both
the government and business are interested in this. It
is necessary to develop joint proposals on directions,
forms and methods of state support for the
development of an industry cluster, namely: acting as
a "coordinator and communicator®. For the
development of this element, a substantive dialogue is
needed, based on mutual trust and interest, first of all,
between the subjects of the industry themselves - both
the government and business are interested in this. It
is necessary to develop joint proposals on directions,
forms and methods of state support for the
development of an industry cluster, namely:

— implementation new construction, expansion
and reconstruction of production facilities, housing
facilities, social-cultural purposes, communal services
and consumer services for the population,
administrative department, the Ministry of Emergency
Situations, environmental protection and ecological
safety at the regional level;

— assistance in increasing the competitiveness
of products of industrial enterprises and its promaotion
in the domestic and foreign markets;

— organization and implementation of software
projects;

— update the material and technical base of the
production of the cluster, the introduction of new
technologies;

— preservationand development of
accumulated potential in the field of science and
scientific services; improving mechanisms for
financing science; implementation of scientific results
in the industrial and social sphere of the region;

— achievement the quality of education that
meets the state educational standard; implementation
of a regional order for the provision of additional
education services; achieving a dynamic balance
between the labor market and professional training;
development of higher and secondary vocational
education.

A set of measures for anti-crisis management of
light industry has been proposed, including the
following priority areas:

— the rise competitiveness of enterprises light
industry;

— development industry information services;
continued modernization of fixed assets;

— mitigation lack of working capital;

— the rise efficiency of public administration;

— jointing non-payments.

An action plan has been drawn up to implement
the anti-crisis program in the light industry, including:

— normative - legal and scientific -
methodological support of anti-crisis activities;

— development  of  anti-crisis  support
infrastructure light industry enterprises;

— expanding business opportunities
industry enterprises;

— financial mechanisms for support and
development of anti-crisis activitieslight industry
enterprises;

— development of interregional and
international cooperation light industry enterprises in
the anti-crisis sphere.

To further improve the legal regulation of anti-
crisis activities, it seems appropriate to form an action
plan for the implementation of the anti-crisis program
in the light industry, namely:

— concretization and detailing of the goals of
sustainable development of light industry enterprises
should be built within the framework of the
development of the industrial sector of the economy,
which is based on structural transformations of the
economy and the introduction of anti-crisis
technologies for the development of production and
export of consumer goods. Within the framework of
development, three stages can be distinguished, the
terms of which are presented rather conditionally and
can be adjusted in the process of implementing
sustainable development of light industry enterprises:

— 2016-2020  Anti-crisis development,
providing for overcoming crisis phenomena and
restoration of crisis losses of light industry enterprises
and finding resources for the subsequent
modernization transformation of light industry

— 2021-2025 Investment renewal of fixed
assets of light industry enterprises, including a
qualitative increase in competitiveness

— 2026 -2030  Innovative development - the
beginning of the mass development of new types of
equipment and technologies, the transition to
expansion into foreign markets for light industry
goods

The use of the developed and proposed
methodological provisions for increasing the
competitiveness of the region on the basis of the
cluster theory will make it possible to make a decision
on attracting and rational allocation of investment
funds aimed at implementing the necessary measures
to improve the efficiency of the subjects of an
attractive cluster and increase their competitiveness.
To solve this problem, a competitive assortment of
men's, women's and children's shoes is proposed,

light
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taking into account the factors affecting consumer
demand: compliance with the main fashion trends,
taking into account the economic, social and climatic
characteristics of the regions of the Southern Federal
District and the North Caucasus Federal District.
Within the framework of the developed strategy, the
production of competitive products will be organized
using modern mechanized innovative technological
processes. Besides, to implement the developed
assortment of men's, women's and children's shoes,
innovative technological processes of its production
using modern technological equipment based on
advanced nanotechnologies have been proposed,
which form the basis for reducing the cost of footwear
and, thereby, increasing its competitiveness in
comparison with a similar range of footwear from
leading world companies. , with the possibility of a
wide assortment of footwear, not only by type, but
also by fastening methods, which will make it relevant
and more competitive. The layouts of technological
equipment are proposed, which provide an
opportunity to form a technological process for the
production of both men's and children's shoes in
volume,

At the same time, the financial well-being and
stability of newly created enterprises in the regions of
the Southern Federal District and the North Caucasus
Federal District largely depends on the inflow of funds
that ensure the coverage of their obligations. Lack of
the minimum required supply of funds can provoke
financial difficulties for enterprises. In turn, an excess
of cash may be a sign that the company is suffering
losses. The reason for these losses can be related both
to inflation and depreciation of money, and to the
missed opportunity to place them profitably and
generate additional income. In any case, it is the
constant analysis of cash flows that will allow the
company to control its real financial condition and
prevent bankruptcy.

If the manufactured shoes are not fully sold, the
enterprise loses part of the profit, which is necessary
for the further development of production. To reduce
losses, the manufacturer must have daily information
about the sale of products and make effective
decisions, namely: either to change the prices for the
manufactured range of footwear in a timely manner,
or, which is more efficient and justified, to start
producing a new range of footwear that is more in
demand on the market.

Sales managers or marketers who oversee the
sale of a specific range of footwear must calculate the
cash flow from their operations on a daily basis. As a
result of tracking the inflow of funds, we will have
information about their net inflow from our operating
activities. A decrease in sales will lead to a decrease
in cash flow and will require a decrease in the selling
price of the product in order to increase sales. If such
an event does not lead to an increase in cash flow, then

it is necessary to make a timely decision on the
advisability of further releasing this range of shoes.

For this calculation, it is important to
differentiate the data involved in the calculation. To
calculate the cost of a specific model being produced,
the initial data are fixed and variable costs, which
depend on production equipment, the composition of
basic and auxiliary materials, the number of
employees, etc. The main initial data that are used in
the monitoring process are the selling price of a unit
of production and sales volume. Thus, the calculation
can be performed daily or in a selectable time range,
while setting only the sales volume and unit price for
a certain period, we will receive an increment in the
cash flow for this period.

Calculations are carried out on the basis of
assessing the degree of implementation and dynamics
of production and sales of products, determining the
influence of factors on the change in the value of these
indicators, identifying on-farm  reserves and
developing measures to reduce them, which should be
aimed at accelerating product turnover and reducing
losses, which will make it possible to achieve
significant economic effect.

Of great importance in the management of
product output is the assessment of the actual output
and sale within the production capacity, that is, within
the boundaries of the "minimum - maximum" volume
of production. Comparison with the minimum, break-
even volume allows you to determine the degree, or
zone of "safety" of the organization and with a
negative value of "safety" to remove certain types of
products from production, change production
conditions and thereby reduce costs or stop production
of these products.

Comparison of the achieved volume of output
with the maximum volume determined by the
production potential of the organization makes it
possible to assess the possibilities of profit growth
with an increase in production volumes, if demand or
the share of sales of footwear on the market increases.
For a footwear company seeking a strong position in
the market, setting the price of footwear for sale is key
to the success of the chosen strategy. Price is a tool to
stimulate demand and at the same time is the main
factor in the long-term profitability of its activities. In
this regard, it is necessary to conduct a break-even
analysis. Various ratios of sales volumes and prices
for manufactured products are considered. A decrease
in prices occurs when an enterprise uses a system of
discounts to increase sales. This action leads to an
increase in sales proceeds and additional profit.
However, the area of income is not unlimited - when
a certain volume of production is reached, its further
expansion becomes economically unprofitable.

The effectiveness of all these measures in
creating a cluster is possible only with the active
interaction of the branches of government and,
without fail, with support at the federal level - the

Philadelphia, USA

868

2 Clarivate
Analytics e



ISRA (India)  =6.317  SIS(USA)  =0912  ICV (Poland)  =6.630
. I1SI (Dubai, UAE) = 1.582 PHUHII (Russia) = 3.939 PIF (India) =1.940

Impact Factor: ¢ australia) =0564 ESJI(KZ)  =9.035  IBI (India) = 4.260
JIF =1500  SJIF (Morocco) =7.184  OAJI (USA)  =0.350

Southern Federal District and the North Caucasus
Federal District can completely or partially relieve the
footwear industry from infrastructure costs when
creating new industries within the cluster. And only
the federation can solve the issues of tax preferences;
closing the borders for gray and black imports is again
the competence of Moscow, and given that the
industry is in a severe depression, changes for the
better require a very powerful set of tools and
authoritative decisions and joint actions of all
interested parties.

Perhaps now, when the Don shoemakers see how
quickly their ranks are thinning under the pressure of
competition, the readiness for joint action will be
higher. Otherwise, Rostov will soon cease to be the
shoe capital of the south of Russia.Finally, the
institutional-organizational scenario presupposes an
answer to the question of how a cluster should be
organized, how should it be formed and grown? For
us, a cluster presupposes the co-organization of at
least four large technological groups that form the
technological basis of the cluster:

— breakthrough scientific laboratories - pilot
production, on which the foundations of new
technologies are created;

— development centers, on the basis of which
mock-ups and samples of technologies will be created
for testing in experimental production;

— industrial and technological groups capable
of tooling production for the manufacture of pilot
series;

— marketing groups capable of promoting a
new type of product to the market and generating
sustainable demand.

The managerial superstructure that ensures the
interconnection of these four large technology groups
with each other can be:

— Investor Council who decides on the priority
financing of a particular project;

— expert council considering various projects
as they prepare for implementation;

— creative center preparing materials for
decision-making by the expert council and the council
of investors.

Achieving the goal in the field of cluster
development is possible only with a comprehensive
technological modernization of the real sector of the
regional economy. With regard to the Southern
Federal District and the North Caucasus Federal
District, it is possible only if the interests of all
participating economic entities are taken into account.
We are talking about such areas as:

— increase the share of the innovation sector
and the introduction of technological innovations in
enterprises that form clusters;

— development entrepreneurial activity in the
field of large, medium and small businesses and
mutual cooperation in order to introduce innovations,

which leads to the expansion of existing and the
creation of new clusters;

— gain ties and interdependence of industrial
enterprises and research and educational centers and
schools;

— perfection territorial location of industrial
enterprises.

In conclusion, considering the process of
formation and implementation of cluster policy in the
region, we point out that this is a difficult task, the
development and implementation of which should be
of a scientific nature. Its success depends on many
factors and conditions, and the central place here
belongs to the scientific principles of management and
the desire for the dynamic development of the region,
the interest of all branches of government, both
municipal and regional, and federal branches of
government.

Nevertheless, the weakest point of enterprises is
the low level of information support of precisely the
technological preparation of production. This is
explained byautomated CCI systems are specialized
and depend on the nature of production, type of
products, serial production. In addition, the ASTPP
application software is heterogeneous in purpose, it is
formed from a set of products, each of which ensures
the development of a separate type of technological
processes. Therefore, there is a need to create
information support in the form of a universal
database in order to reduce labor intensity and
increase the efficiency of work at the stage of
technological preparation of production through their
use.For the technological process of assembling shoes
using the adhesive fastening method, the authors have
created information support, the purpose of which is
the formation of a model passport and an automated
selection of the technological process.

To create information support, the authors
completed the following tasks:

— highlighted criteria that determine the
structure of the technological process of assembling
shoes with the adhesive fastening method based on the
methods of a priori ranking and rank correlation;

— developed by classifier and block diagram of
shoe model coding for automated design of
technological process;

— drawn up a matrix of coincidences of
technological operations, depending on the design,
materials and methods of processing blanks for the
upper, insole and sole units, heels and intermediate
parts for an objective substantiation of the procedure
for drawing up a process flow diagram and an
algorithm for its selection;

— developed a structural-logical model of shoe
assembly with an adhesive fastening method based on
the principles of a systematic approach, which ensures
the development of optimal technological solutions;
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— developed information support for computer-
aided design of the shoe assembly technological
process in the form of a set of databases that contain
information about various options for performing the
same technological operations, depending on the
equipment and capacity of the enterprise;

— built the algorithm of the program, in
accordance with which the precise prescriptions
defining the computational process leading from
varying initial data to the original result;

— developed software enabling to form the
technological process of assembling shoes with the
adhesive fastening method with the simultaneous
determination of the labor intensity and the number of
workers for the production of a given number of
models.

The developed software meets the main
indicators of the quality of information systems, such
as:

— flexibility - the ability to adapt and further
develop, the ability to adapt the information system to
new conditions, new needs of the enterprise;

— reliability - functioning without distorting
information, losing data for "technical reasons" by
creating backup copies of stored information,
performing logging operations, maintaining the
quality of communication channels and physical
media, using modern software and hardware;

— efficiency - the ability to solve the tasks
assigned to it in the shortest possible time, is ensured
by the optimization of data and methods of their
processing, the use of original developments, ideas,
design methods and is confirmed by its ability to
depend minimally on equipment resources: processor
time, space occupied in internal and external memory,
bandwidth the ability used in communication devices;

— security - the property of the system, by
virtue of which unauthorized persons do not have
access to the information resources of the
organization, is provided setting the launch
parameters in such a way that the user, having
launched the application, sees only the main button
form and such a menu and toolbar, in which he cannot
use the buttons intended for the application developer.

The software, in accordance with the algorithm,
processes the selected conditions and prints out a
ready-made version of the technical process for a
given shoe model with the calculation of the labor
intensity and the number of workers, as well as the
model's passport. When using the developed
information support, the task of the technologist in the
formation of the technological process is reduced to
the choice of design features of the model and the
main limitations, which include production capacity,
availability of equipment, production areas; analysis
of results; correction of the selected conditions (if
necessary) and the choice of the optimal variant of the
technological process.

With regard to the effectiveness of the
implementation of information support, any enterprise
can be assessed from various sides, namely:
economic, financial, organizational, temporary,
environmental, social.

The result of calculations for any separately
applied method for assessing the effectiveness of the
proposed solution is able to reflect only a part of their
positive aspects. Meanwhile, the numerical values of
various criteria that can be used can differ
significantly, and sometimes even be in conflict. In
such a situation, it is justified to use a synergistic
(complex) assessment of the effectiveness of
solutions, which imply the determination of
advantages not by one criterion, but by a set of criteria.

The effectiveness of the implementation of the
provided information support can be assessed from
two sides: social and economic.

The social effect of the introduction of
information support for computer-aided design of a
technological process is as follows:

1. As a result of the introduction into the
educational process - an increase in the level of
training of specialists through the use of innovative
technologies in education.

2. Asaresult of implementation in production -
a change in the nature and improvement of working
conditions, resource equipment of labor activity,
increasing professionalism, increasing the average
duration of the technologist's time free from
"paperwork".

Evaluation of the economic efficiency of the
introduction of information technologies often occurs
either at the level of intuition, or is not performed at
all. On the one hand, this is due to the reluctance of
solution providers to spend significant efforts on
detailed preliminary analysis, on the other hand, there
is probably a significant share of consumer distrust in
the results of such studies. However, both of these
problems stem from one source, namely, the lack of
clear and reliable methods for assessing the economic
efficiency of IT projects.

The full economic efficiency of the use of
software for the computer-aided design of the
Chamber of Commerce and Industry consists of
savings in the field of technological preparation of
production, which is a consequence of an increase in
the labor productivity of technologists due to the
automated selection of the list of technological
operations with the calculation of labor intensity and
the number of workers.

In the field of production, savings are obtained
due to the choice of the optimal technological process
due to the typification and unification of the adopted
technological solutions. In addition, the preparation
time for production is significantly reduced, and this
factor can hardly be overestimated in our time, when
competitiveness can be achieved only with a
frequently changing assortment of products, and for
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this it is necessary to achieve good technical and
economic indicators of the enterprise.

These and other advantages of automated
selection of technological processes, although many
of them are difficult to determine through direct
economic calculations, contribute to a significant
improvement in the performance of shoe enterprises.

The results obtained allow us to speak about the
achievement of a synergistic effect both from the point
of view of technology (due to a significant reduction
in the time for technological preparation of
production, selection of the optimal technological
process, reduction of changeovers of the technological
process when changing the assortment, selection of
the correct sequence of launching samples), and from
the point of view of efficiency production as a whole,
due to the simultaneous achievement of social and
economic effect.

Today, a light industry enterprise striving not
only to survive, but also to develop, requires the
ability not only to competently operate the available
technologies, but first of all, to actively position itself
in the market, supplying in a short time high-quality
products that meet the requirements, requests and
expectations of consumers. at the lowest price. In
other words, at the present time, the one who will be
the fastest to release to the market the products that
most fully meet the requirements of consumers, while
ensuring the minimum cost of its production, will
survive.

What should the company undertake to make the
listed indicators become its competitive advantages?

1. Understand not only current but also future
customer preferences and be able to design products
that match those preferences.

2. Provide setting up technological production
processes, guaranteeing their minimum cost by
identifying and eliminating all types of costs that do
not bring value to the product.

3. Withdraw products to market faster than
competitors.

The implementation of the listed tasks will
depend on how well-functioning and efficiently all
departments will work at the enterprise.

How can this smooth and efficient work be
ensured?

1. By defining a set of processes or activities
that ensure the production of products with quality
characteristics that meet the requirements, requests
and expectations of consumers.

2. Establish  clear and
interactions between processes.

3. Definition of quality objectives at the
enterprise and divisional levels that provide an
understanding of the results to be achieved by the
divisions and that ensure the achievement of the
overall objectives of the enterprise.

4. Planning the resources needed to achieve the
goals.

understandable

5. Definition of procedures to ensure that work
is carried out in departments in the most efficient way.

6. Measuring the results and comparing them
with the set goals.

7. Analyze and decide what needs to be
improved within each department.

That is, a set of processes is presented, due to the
functioning of which an enterprise management
system is formed, orienting it towards the production
of products that correspond in their characteristics to
the requirements, requests and expectations of
consumers and adjusting all types of activities related
to ensuring production to an efficiency indicator,
namely:

— a system for identifying sources of costs is
being built, and the development of adequate
measures to reduce them,

— reliable data are formed that demonstrate the
effectiveness of the use of invested investments,
which can help to attract new investors;

— the cost of production is reduced, which
makes it possible to reduce the price, expand the
market and increase production volumes;

— cost reduction is usually associated with a
reduction in the number of rejects and other types of
waste, which has a positive effect on such indicators
of the enterprise as the impact on the environment, the
state of industrial safety; the image of a socially
oriented enterprise is formed;

— a clear statement of goals and objectives for
each employee, determining the result that should be
obtained when performing work;

— identifying the resources needed to get the
job done and providing resources;

— providing the knowledge and skills necessary
to understand how work should be done in order to
ensure its maximum effectiveness;

— measuring performance at the level of
employees, departments and the organization as a
whole and comparing results with goals;

— analysis of results and adequate response to
them through a system of corrective and preventive
actions.

As practice shows, the ability to implement these
processes at the level of top management creates the
conditions necessary for the formation of a
competitive enterprise, that is, all this can be adopted
by the head today in order to ensure this very
economic stability for his enterprises.

In addition, it is important that there are not too
many product names. For the majority of Russian
enterprises, the main reserve for assortment
optimization still lies in a significant reduction in the
assortment range. Too large assortment has a bad
effect on economic indicators - there are many
positions that cannot even reach the break-even level
in terms of sales. As a result, the overall profitability
drops dramatically. Only the exclusion of unprofitable
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and unprofitable items from the assortment can give
the company an increase in overall profitability by 30-
50%. In addition, a large assortment diffuses the
strength of the enterprise, makes it difficult to offer a
competent product to customers (even sales staff are
not always able to explain the difference between a
particular item or name), and scatters the attention of
end consumers.

Here it will be appropriate to recall the
psychology of human perception of information. The
reality is that the average person is able to perceive no
more than 5-7 (rarely up to 9) semantic constructive
decisions at a time. Thus, a person, making a choice,
first chooses these same 5-7 options based on the same
number of criteria. If the seller offers a greater number
of selection criteria, the buyer begins to feel
discomfort and independently weeds out criteria that
are insignificant from his point of view. The same
happens when choosing a product itself. Now imagine
what happens if a person has a hundred practically
indistinguishable (for him) goods in front of a person,
and he needs to buy one. People in such a situation
behave as follows: either they refuse to buy at all,
since they are not able to compare such a number of
options, or prefer what they have already taken (or
what seems familiar). There is another category of
people (about 7%), lovers of new products, who, on
the contrary, will choose something that they have
also tested.

Thus, from the point of view of the buyer (to
ensure a calm choice from the perceivable options),
the assortment should consist of no more than 5-7
groups of 5-7 items, i.e. from the point of view of
perception, the entire assortment should ideally
consist of 25 - 50 items. If there are objectively more
names, then the only way out is additional
classification. It is generally accepted that the
customer wants a wide range of products. This widest
assortment is often referred to even as a competitive
advantage. But in fact, it turns out that for a
manufacturer a wide assortment is hundreds of
product names, and for a consumer - 7 items is already
more than enough.

And thus, the consumer does not need a wide
assortment at all, but the variety he needs.This is
possible if the constituent parts of Russia's
development strategy until 2025 are implemented,
namely: the task of transferring Russia's economic
development from an inertial energy scenario to an
alternative innovative social- oriented type of
development, in the formation of an effective
industrial policy, for which it is necessary:

- to develop and legislatively consolidate the
foundations of an effective state industrial policy as a
system of agreed goals, priorities and actions of
government agencies, business and science to
improve the efficiency of industry, ensure high
competitiveness of products, goods and services and a
steady growth in production. When forming it,

provide for outrunning growth in all sectors of high-
tech products with an increase in its share in the total
volume of industrial production by 2025 at least 50%,
equality of subjects of industrial policy, guarantees of
property rights;

- to provide implementation of special measures
to support priority high-tech industries in order to
create conditions for the effective development of the
entire industry in Russia;

Ensure an increase in the volume of investments,
the creation of economic and legal prerequisites for
the introduction and use of high technologies and new
materials, primarily developed in Russia; to do this,
legislatively consolidate the foundations of the
national innovation system in the Russian Federation;
to establish a multiplying factor for R&D expenses
included in the cost price; reduce VAT to 12%; to
exempt from taxation the profits of enterprises
invested in production; to create institutions of long-
term crediting of modernization and technical re-
equipment of industry at a low interest rate; to
improve the system of VAT administration, to change
the procedure and terms for paying taxes to replenish
their own working capital by industrial enterprises;

- develop and implement measures to combat
price monopoly, to stabilize tariffs for the services of
natural monopolies, to prepare and adopt a federal law
"On price and tariff policy"; to promote the creation
and promotion of domestic national, regional and
corporate brands of domestic products for the
development of a competitive environment in order to
create competitive products, for which to introduce a
quality system, to promote the implementation of
programs aimed at identifying, independent
assessment of the quality and promotion of domestic
products, to intensify work on standardization,
including the cost of research in this area to develop
new and adjust existing national standards;

- at read, that mechanical engineering is a
backbone complex, for which to ensure its
modernization and restoration of the technological
basis of the national engineering complex in a short
time -machine tool industry. To this end, use both
domestic developments and the purchase of foreign
equipment and technologies, using the international
division of labor, and use the leasing mechanism more
broadly. In addition to general measures to support
industry, it is necessary to additionally prepare and
adopt a state strategy for the development of the
machine tool industry for the period up to 2025,
including the implementation of special targeted
programs aimed at financing promising scientific
developments;

- modify the size and procedure for the collection
of customs duties to stimulate the import of the latest
technological equipment while promoting the revival
of the domestic production of such equipment, in
particular, to abolish customs duties and VAT on the
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import of new imported technological equipment not
produced in the country;

- to develop and to take a set of special measures
to provide mechanical engineering and machine-tool
building with scientific and engineering personnel,
highly qualified workers, especially in the field of
scientific research and applied development, to form a
system of employment of young specialists; to
develop and adopt amendments to the Tax Code
(Chapter 25), establishing the regimes of accelerated
depreciation and preferences (premiums), allowing
the amortization of the active part of fixed assets in an
amount exceeding their book value;

- take action to stimulate the system of state and
commercial leasing of technological equipment for
the purpose of technical re-equipment of engineering
industries; consider provisional 100- interest
payments from the federal budget for the cost of
deliveries to enterprises of unique imported
equipment, including on a lease basis, necessary for
the purposes of technical re-equipment of machine
building and machine tool building;

- to introduce into practice the conduct of a
systematic all-Russian census of metalworking
equipment, which will make it possible to have
objective data on the state of the machine tool park of
machine-building enterprises;

- design and implement a set of measures to
solve the problem of a shortage of qualified personnel
in industry, to improve the quality of training in higher
educational institutions, to provide young specialists
with housing on preferential terms, to introduce into
practice the training of specialists under the state
order, to provide modern technology and hostels on
the basis of public-private partnerships professionally
- technical schools, allow enterprises to allocate funds
spent on personnel training to production costs in full,
adopt special legislative and regulatory documents
aimed at ensuring the industrial development of
Siberia and the Far East;

- R develop and legislate consolidate a set of
measures to ensure the interest of business entities in
actively participating in projects to increase resource -
and energy efficiency, including elements of
monetary policy, foreign exchange and investment
regulation, subsidy mechanisms, special tax and
depreciation regimes;

- implement a set of measures aimed at the
massive development of small and medium-sized
enterprises in the industrial - production, innovation
and service sectors, primarily in terms of providing
small and medium-sized enterprises with access to
production facilities, purchasing equipment, including
on a lease basis, developing microfinance and credit
cooperation;

- NS take action to create the Russian processing
industry of equal competitive conditions with
importers, to accelerate the development and adoption
of the federal law "On Trade" and accompanying

regulations on the organization of the effective
functioning of the Russian wholesale and retail trade;

- develop a strategy regional industrial
development of the constituent entities of the Russian
Federation, including the territorial distribution of
productive forces in the long term, to link the
development of regional infrastructure with the
location of industrial facilities;

- clearly spell out the system implementation of
the fundamental goals of the state industrial policy,
ensuring the solution of systemic problems of the real
sector of the economy, to correlate the need for
investment, sources of investment and actually
achievable socio-economic results.

The Strategy for the Development of Light
Industry for the Period up to 2025 and the Action Plan
for its implementation take into account the national
interests of Russia (improving the level and quality of
life of the population, the health of the nation, the
strategic and economic security of the state),
proposals of the constituent entities of the Russian
Federation, public organizations and associations on
the necessary measures supporting the industry in
priority areas of its development.

The strategy was based on the transition of light
industry to an innovative development model.
Particular attention is paid to the issues of protecting
the domestic market from shadow trade, technical re-
equipment and modernization of production, import
substitution and export. Today, the light industry of
the Russian Federation is the most important
diversified and innovatively attractive sector of the
economy.

The contribution of light industry to industrial
production in Russia today is about 1% (in 1991 this
figure was 11.9% and corresponded to the level of
developed countries, such as the United States,
Germany and Italy, which have maintained this figure
at the level of 8-12% for a long time. ), in the export
volume - 1.3%.

Currently, there are 14 thousand large, medium
and small enterprises located in 72 regions of the
country in the light industry. About 70% of enterprises
are city-forming. The average number of industrial
and production personnel employed in the industry is
462.8 thousand people, 75% of whom are women.
Scientific support of the industry is carried out by 15
educational, research and design institutes, many of
whose developments correspond and even exceed the
world level.

The main territories for the location of
enterprises that determine the industrial and economic
policy of the industry are the Central (55 enterprises),
Privolzhsky (30) and South (17) federal districts,
which have the largest share in the total volume of
production and are the most socially significant.

The results of the industry's work in 2020
showed that in a crisis, it is able to increase production
volumes in sub-sectors directly oriented to the market.
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It should be noted that during the crisis, the range of
goods supplied to Russia is sharply narrowed. This
gives the domestic light industry strategic
opportunities to occupy the vacated niches and
strengthen its position in the market.

In 2019, the retail trade turnover of light industry
products amounted to 2.0 trillion. rubles, its share in
the retail turnover of the country is 14.5%, and in the
retail turnover of non-food products 26.3%. In terms
of consumption, light industry products are second
only to food products, far ahead of the markets for
consumer electronics, cars and other goods. Taking
into account macroeconomic indicators and
development trends, the market for light industry
goods by 2025 may amount to over 3.3 trillion. rub.

The existing preferences and the problems being
solved to one degree or another at the federal and
regional levels are still insufficient to eliminate the
influence of negative factors on the development of
the industry and turn it into a competitive and self-
developing sector of the economy, and for domestic
producers to strengthen their positions in the domestic
market and compete on equal terms on the world
market not only with manufacturers from China,
Turkey, India and a number of other developing
countries, but also with the EU countries and the USA.

The situation in the industry was further
aggravated by the global financial crisis. In the
conditions of the crisis, even those enterprises that in
recent years have achieved positive results in
innovative development, paying significant attention
to the modernization of production, are already forced
and will be forced in the coming years to reduce
production volumes and abandon long-term
investments. This is due to the difficulties that have
arisen associated with attracting bank loans (the share
of borrowed funds in working capital in recent years
has reached 40%), on the one hand, an increase in the
volume of official imports, counterfeit and contraband
products, a fall in demand and a slowdown in the sale
of many types of consumer and industrial goods. -
technical appointment, reduction of workers and
specialists - on the other hand.

The lack of fundamental measures to solve the
identified problems will significantly affect the
economy of the industry, its technological lag in the
foreseeable future may become an irreversible
process, which will lead to the degradation of high-
tech industries, to an increase in commodity
dependence on foreign countries, the losses of the
state will grow geometrically, which will increase
the strategic and national danger of Russia.

The current situation can be changed only by
developing and implementing anti-crisis measures
and measures aimed at raising the economy of light
industry, giving it new impulses in innovative,
social and regional development, in increasing the
competitiveness and efficiency of production at a
new technical and technological level. Today, the

industry provides with its products only a quarter of
the effective demand of the population, and the
mobilization needs of the country- only by 17 - 36%,
which contradicts the law on state security, according
to which the share of domestic products in the volume
of strategic products should be at least 51%.
Therefore, today the light industry faces new
challenges and tasks, the solution of which requires
new approaches not only in the short term, but also in
the long term.

This determined the goal of the Strategy -
creating conditions for the accelerated innovative
development of the light industry in Russia, ensuring
the effective correspondence of production volumes,
quality and range of products to the aggregate demand
of consumers, increasing the national importance of
the industry and its image in the world community.

The goals and objectives of the Strategy are
consistent with the state policy in the field of
innovative and socio-economic development of
Russia in the medium and long term. The strategy is
intended to become: one of the main tools in solving
the problems of the industry and to interconnect the
task of its economic growth with meeting the needs of
the country's citizens, law enforcement agencies and
related industries in high-quality and affordable
consumer goods, in technical and strategic products.

The implementation of the Strategy will enable
the light industry of Russia to become an industrially
developed industry that will provide jobs for many
thousands of people, increase the welfare of workers,
and strengthen the strategic and economic security of
the country.

The main result of the Strategist - this is the
transition of light industry to a qualitatively new
model of innovative, economic and social
development, the basis of which is a new
technological and scientific base, new methods of
production management, the relationship between
science, production and business. This is to ensure the
effective correspondence of production volumes,
quality and range of products, to the aggregate
demand from the Russian and world markets.

In conclusion, | would like to once again draw
your attention to the fact that all this will become a
reality if one condition is met, namely, light industry
products will be produced of high quality and taking
into account the interests of this very consumer.

The domestic light industry is going through
hard times, and the consumer is offered products of
dubious quality that have entered our markets by
counterfeit and other illegal means, that is, they have
no guarantees for buyers to exercise their rights to
protect themselves from unscrupulous manufacturers
and suppliers.

It is necessary to reanimate the role and
importance of a quality-oriented strategy, since only
in this case enterprise managers will subjectively and
objectively be forced to improve their production
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using nano technologies and innovative processes so
that competitive and demanded materials and products
fully satisfy the needs of domestic consumers. At the
same time, the statement is justified that the
consumption of domestic materials and products is
regulated by the market. In this case, market
requirements should be dictated to producers on the
need to increase the role of the state and consumers in
the formation of sustainable demand for domestic
materials and products, namely: to maintain a range of
goods, regulating it by federal, regional and municipal
orders; stimulate price stability; increase consumer
ability and gradually improve their quality. The
implementation of these tasks will create the basis for
the consumer to realize the need to pay for the
advantages of high-quality materials and products,
and the manufacturer to realize that improving the
quality of materials and products cannot be associated
only with rising prices, but also due to technical
innovations aimed at using new technological and
engineering solutions, including making a quality
revolution either through the quality of advertising, or
through real quality.

Today, and even more so tomorrow, it is
important to implement one of the defining principles
of production efficiency - the manufacturer produces
exactly what the consumer needs in an assortment that
creates the basis for meeting demand.

It is equally important to understand the role and
significance of quality activities, that is, how much
managers have penetrated into the essence of things,
learned to manage things, change their properties
(assortment), form, forcing them to serve a person
without significant damage to nature, for the good and
in the name of man, that is, in in accordance with the
requirements of the Federal Law "On Technical
Regulation™.

Both political leaders and the government have
recently been talking about the need for a competent
industrial policy. However, if we carefully consider
the normative, methodological documents on the
structural restructuring of industry, then the thought
arises whether we are not stepping on the same rake
here that we have been stepping on for all the years of
reforms, namely, we did not care about our
manufacturer ..

A world-renowned quality specialist E. Deming,
who at one time was a scientific advisor to the
Japanese government and led Japan out of the
economic crisis, in his book "Overcoming the Crisis"
says: "... managing paper money, and not a long-term
production strategy is the way into the abyss".

As for whether the state needs to pursue
industrial policy, one can quote the statement of the
outstanding economist of the past, Adam Smith, who
laid the foundations of the scientific analysis of the
market economy 200 years ago. About the role of the
state, he said: "... only it can, in the interests of the
nation, limit the greed of monopolists, the

adventurism of bankers and the selfishness of
merchants." You can't say more precisely. What are
the results of economic activity today, what are the
achievements in this area? Growth of gold and foreign
exchange reserves, decrease in inflation, budget
surplus  and other financial and economic
achievements. But is this really the end result of public
administration, and not the quantity and quality of
goods and services sold in the domestic and foreign
markets and the population's ability to pay to purchase
these goods and services? And, ultimately, not the
quality of life of the country's population?

Therefore, it is quite natural that today the task is
posed for all levels of the executive and legislative
authorities - to improve the quality of life of Russian
citizens.

Let's carry out an enlarged factor analysis of the
quality of life problem. The quality of life of citizens
depends on the quality of consumed goods and
services in the full range - from birth to ritual services,
as well as on the ability to pay of citizens, which
allows them to purchase quality goods and services.
These two factors (quality and solvency) depend on
the state of the country's economy, which in turn
depends on the efficiency of enterprises in various
sectors of the economy, including light industry. The
efficiency of enterprises’ work depends on the state of
management, on the level of application of modern
management methods, on the implementation of
production quality requirements.

The problems of improving the quality and
competitiveness of materials and products at the
present stage of the development of the Russian
economy are becoming increasingly important. As the
experience of advanced countries that at one time
emerged from similar crises (the United States in the
30s, Japan, Germany in the post-war period, and later
South Korea and some other countries) shows, in all
cases, the basis of industrial policy and the rise
economy, a strategy was put in place to improve the
quality and competitiveness of products, which would
be able to conquer both domestic and foreign sales
markets. All the other components of the reform -
economic, financial, credit, administrative - were
subordinated to this main goal.

Positive changes in the quality of goods imply
qualitative changes in technology, technology,
organization and production management.
Manufacturing must improve, which does not mean
becoming more costly.

It was absolutely right that attention was drawn
to one phenomenon that usually escapes in the
troubled bustle - the historicity of the economy. The
economy has not always been the way it is perceived
now and will not remain forever. Economic life
changes over time, which forces one to tune in to its
changing being. The modern economy is built on a
market foundation and the laws of the market dictate
their own rules to it. In the foreground are profit,
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competition, efficiency, unity of command. How long
will this continue? Symptoms of the new economic
order are already mounting, analysts say. The next
round of the economic spiral will also revolve around
the market core, but the value of the market will not
remain total. The priority of market competition,
aggressively pushing social programs to the sidelines,
is incompatible with the prospect of economic
development, as evidenced by the steady desire of
social democracy in the West to deploy the economy
as a front for social security, fair distribution of
profits. The new economy is called temporarily
"lean”. It requires humanization not only in the
distribution of national wealth. The production itself
is also humanized, including the management system.
The current principle: “the strongest, the fittest
survives”, will replace the “social-production
partnership - the manager and the manufacturer will
become members of one team. Mass production will
give way to an organization corresponding to the
implementation of the principle - "the manufacturer
produces exactly what the consumer needs." The
"lean" economy will focus on resource-saving
technologies and environmental friendliness of
production. It demanded a new look at the
fundamental concepts. And therefore the philosophy
of quality must also change. We must be ready for the
coming events.

The quality is "written by nature” to be at all
times in the epicenter of scientific and amateurish
reflections. The problem of ensuring the quality of
activities is not just universally relevant, it is strategic.
The dilemma in relation to quality is reasonable only
within the limits of opposing the ratio of actions
"direct" and "mediated". The saying "it's all about
him" owes its origin to quality. It is possible to
“forget” about the problem of quality only because
any fruitful and luminous activity is ultimately aimed
at improving quality. Quality is either "on the mind"
or "implied." From the relationship in the dynamics of
these projections, quality problems in creative
thinking are built into an appropriate schedule,
reflecting the relevance and profitability of activities
aimed at the development of production.

The most significant and global are international
quality management standards. The use of modern
methods in them makes it possible to solve not only
the problem of improving quality, but also the
problem of economy and the problem of productivity.
That is, today the concept of "quality management" is
being transformed into the concept of "quality
management".

Thus, solving the problem of increasing the
efficiency and competitiveness of the economy, and
ultimately the quality of life, is impossible without the
implementation of a well-thought-out and competent
industrial policy, in which innovation and quality
should become a priority.

The results of studies carried out under the UN
Development Program have made it possible to
measure the share of the "human factor" in national
and global wealth: 65% of the wealth of the world
community is the contribution of human potential, and
only a third of the world's wealth is accounted for by
natural resources and production structure. A quality-
oriented strategy undoubtedly contributes to an
increase in the very role of the subjective factor in the
development of production, and to a more complete
all-round satisfaction of human needs themselves. The
desire to "live according to reasonable needs", as well
as the need to "work according to one's capabilities”,
together with the communist ideal, no one openly and
officially dared to abolish, realizing the absurdity of
denying the essential forces of man. In the "hot" state,
the problem of quality is steadily supported by the
internal forces of active consciousness and external
life factors. The highest function of consciousness is
cognitive.

It is believed that learning about nature reveals
its quality, quality state, quality levels, embodying
new knowledge in production. Post-classical
economic  thought shifted quality towards
consumption, trying to give production a "human
face” - a person alienates himself in the production
process, but this measure is forced and in the systemic
sense - temporary, conditional. Labor is a kind of
"terrible cauldron” that Vanya the fool had to
overcome in order to turn into lvan Tsarevich.

And here it is absolutely justified that the main
thing in production is the result, not the process.
Consumption regulates the market. Consequently,
market demands must dominate production. The task
of society is to contribute to the development of
demand in the market worldwide: to maintain a range
of goods, stimulate price stability, increase purchasing
power, and improve the quality of goods. E. Deming,
calling the "network of deadly diseases” of modern
production, puts in the first place "production
planning, which is not focused on such goods and
services for which the market is in demand.” Try to
argue with him. Production during the transition from
industrial to post-industrial mass consumption society
is thought of as a function of the market. The authors
fill these quality properties with criteria, namely:

- quality ideology - development perspective
production;

- quality management is an integrated approach
to the solution of the quality problem;

- fashion and technical regulation - components
of the quality of the manufactured footwear;

- guality systems "ORDERING / 5 S" and
"THREE" NOT "- not only the basis for the stability
and safety of production, but also a quality guarantee;

- quality in the market is a paradigm for the
formation of production that meets the needs of the
market;

- advertising is always at the service of quality;
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- excursion into the past as a guarantee of quality practically significant fundamental provisions:

in the future;

- the product quality assessment model is the
production priorities;

- forecasting the cost of quality in the
development of a new range of footwear is a guarantee
of its relevance and its competitiveness;

- methodology of business visual assessment of
a product - a means of assessing the effectiveness of
quality;

- improving the quality and competitiveness of
domestic special footwear;

- about indicators for assessing the quality of
footwear - as a tool for the formation of popular
products;

- quality and market: a marriage of convenience
and this is indisputable;

- the stability of the enterprises - the guarantor of
the quality of the footwear they produce - all these
aspects together and provide a revolution in quality,
guaranteeing the manufacturer stable success in the
market with unstable demand,;

It is necessary to begin research in a classical
way with the formulation and general description of
the problem. Surprisingly, nevertheless, the fact is
that, despite the abundant literature on the proposed
topic, and no less clear applications for its
comprehensive analysis, the problem of a
comprehensive study of quality management remains
a "hedgehog" in a dense fog. The reason is simple,
except for the work of B.S. Alyoshina with coauthors,
the promise of a comprehensive study of the problem
remains a wish. The content of research usually does
not go beyond one or two aspects of considering
quality and the possibility of quality management. The
rest of the angles are either declared or applied in such
a sequestered state that their presence is perceived as
a kind of burden for the pleasure of joining the author's
reasoning for, of course,

The theory of quality management is based on
the philosophical development of this concept.
"Quality" is a philosophical category and the solution
of the put forward problem depends on how much the
philosophical component is presented in the theory of
quality management. In philosophy, however, there
has never been a single interpretation of quality, there
is no mutual understanding in our time. An important
conclusion follows from this: it is necessary, before
building a quality management strategy, to decide on
which philosophical "shore™ you are going to land.

Conclusion

Quality does involve serious costs, but it
guarantees a stable market position. Working for
quality, the manufacturer creates confidence in his
own and national future. Correctly built understanding
of quality guarantees the future even in the conditions
of the domestic market floor. Let us try, in the order
of introduction to the theory of quality, to formulate

Quality is not reduced to the sum of properties
important for the existence of a product; it is a peculiar
combination of them, built on the basis of usually two
features - more general and more specific. For
example. Shoes - "clothes for the feet", hat - "clothes
for the head", mufflers - "clothes for the nose and
neck”, etc. Therefore, the focus should be on them.

Quality allows for changes that do not lead to a
loss of quality, but reduce or increase its consumer
value; quality - a set of qualitative states that satisfy,
to varying degrees, system-forming characteristics.
"Backlash™ of quality allows you to maneuver in the
process of creating a product with a given quality,
depending on the specific capabilities of the
manufacturer and the consumer.

Quality does not exist outside of quantity, they
are dialectical opposites, their opposition is valid only
within unity, from which it follows that, creating
quality, it is necessary to put in qualitative
characteristics a quantitative expression both in
relation to individual properties of the product and the
number of commodity products. A.K. Savrasov,
finding himself in a difficult life situation, made
several copies of his famous painting "The Rooks
Have Arrived"”. As arule, copyright copies have a high
level of craftsmanship and are well paid for. The artist
was also paid. When they asked P. Tretyakov: would
he buy a copy of Savrasov, what happened to the
original? Tretyakov's answer turned out to be
categorically predictable - no! Quality requires not
only skill but also inspiration. Inspiration with
repetitions fizzles out. Quality is always quantitative,

Quality and quantity are linked by the most often
forgotten measure. Meanwhile, when defining quality,
one must simultaneously think about its dimension,
both from the standpoint of the market conjuncture,
and from the point of view of the very signs of quality.
“Quality” is concretized in the concept of “quality”.
“Quality” is a concept that reflects the model image of
a product, “quality” - defines the quantitative limits of
reality and reasonableness of quality (physical and
moral status of the product).

Quality and the concept of quality are stable
phenomena, but time changes them too. Originally,
quality was equated with value. The quality criteria
were the utility and the size of the object, the
relationship. With the development of consciousness
and practical possibilities, the foundations of
comparison and choice were formed. Quality is
relatively  separate  from  quantity.  Utility
differentiation takes place, participation is rethought
as quantitative features. The evolution of
understanding of quality is directly due to the
embodiment of creative potential in activity. The
discrepancy in the intensity of advancement of
individual skill, the interests of those who are called
upon to clear the path of talent and mass
consciousness complicates the understanding of
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quality and the process of quality management. Of
particular importance is the concreteness of the
interpretation of quality, in particular, such a basic
feature of it as objectivity. The social theory of being
is built on a natural-historical basis - its outline was
laid by nature, and the historical drawing was created
by man. In the natural environment, all signs,
including such synthetic ones as quality, are products
of a spontaneous movement. In society, every
phenomenon passes through activity, and includes in
its quality the mental and physical labor of a person.
Determining the quality of phenomena created by
human activity is impossible without sociocultural
concretization. In this connection, two questions are
being actualized: as quality - products of spontaneous
movement. In society, every phenomenon passes
through activity, and includes in its quality the mental
and physical labor of a person. Determining the
quality of phenomena created by human activity is
impossible without sociocultural concretization. In
this connection, two questions are being actualized: as
quality - products of spontaneous movement. In
society, every phenomenon passes through activity,
and includes in its quality the mental and physical
labor of a person. Determining the quality of
phenomena created by human activity is impossible
without  sociocultural  concretization. In  this
connection, two questions are being actualized:

- in what status and to what extent is
consciousness included in what is traditionally called
the quality of things (there is more clarity with
services)?

The answers to both questions must be sought in
the philosophical theory of alienation. The theory of
alienation is not directly related to the theory of
quality. It contains the keys to the methodology for
constructing a theory of quality. From the above
considerations, it is clear that the authors are not
idealists, but rather balancing on the verge of
pessimism and optimism. They are critical of the
modern, pragmatized approach of market liberals to
scientific and philosophically sound theory. A light
version of the theory, when a fragment torn from the
general theory is turned into a theory itself and
adjusted to the construction of a market perverted to
please speculators, theoretical economists and
suppliers of a high-quality surrogate for domestic
counters suits. How long the Russian economy will
maintain such a configuration, we (and not only us)
are not given to know,

The trajectory of the process of alienation of
human creativity into what exists outside of it must
necessarily preserve and activate the ability to create.
Unlike the being of nature, the being of a person is not
substantial. It is not self-sufficient and can take place
exclusively due to interchange, initially with nature,
and subsequently with society, through which human
relations to each other and interaction with nature are
built. The tool that ensures the existence of a person is

labor, the highest quality of labor is manifested in
activity.

The quality of activity, on the one hand, is an
indicator of the quality of a person's life (it should be
so!), On the other hand, quality activity is built into
the quality of what he transforms. The quality of the
"first" (natural) nature is formed by itself as a set of
objectively related natural features, spontaneously.
The quality of the “second” nature (reconstructed,
adapted by man to suit his interests) is synthetic. It
appears to be a double helix formed by natural features
of natural material (possibly in relations between
people, knowledge expressed indirectly) and
qualitative characteristics of human activity -
knowledge, emotions, will, value orientation, and
skill. As a result, the quality of the product, in contrast
to the product itself, embodies the quality of the
person.

Personality is alienated in quality and therefore,
in principle, alienation is natural and does not oppress
personality. The negative consequence of alienation is
caused by the disproportionate replacement of the lost
energy of activity. Having discovered the poor quality
of the goods, the hidden production defects, the
deceitful actions of the seller, the normal buyer gets
upset, first of all, because of his own poor-quality
decision. Other transaction losses are most often
reimbursed. There remains a feeling of imperfection
of one's own taste and knowledge.

The quality of everything that is created by
activity includes the properties of activity, both
practical and spiritual in objectified (objective or
functional) expression. Hence, it follows that it is
necessary to form and direct the development of the
ability of mass consciousness to qualitatively evaluate
goods: a certain experience in Soviet times was and
showed its effectiveness: “circles”, "schools",
"universities", including those initiated by television
and radio. The place of systemic enlightenment of the
mass consumer, professional assistance in the
development of a culture of high-quality selectivity, is
now flooded with aggressive advertising on the air, the
quality of which is not controlled or the control is not
commensurate with the size of deception. Who should
be the main educator? The manufacturer and only he,
because only he fully, according to the logic of the
formation of understanding, should know what is
quality. Taking on the production of a product without
comprehending the specificity of the quality of this
product means a professional failure in the market.
The release of a product with a fake quality is
prosecuted by law, however, formally and ex post
facto. Suppliers of pseudo-quality goods hope for the
latter.

For the sake of objectivity, let's say: true creators
of high-quality products will be outcasts in our market
as long as the guardians of order are confident in their
own impunity for corruption. Nevertheless, it is
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necessary to go forward. History is ugly, but still
moving towards order.

Accession to the WTO did not add quality
products to us, and prices for quality products did not
decrease. The real perspective is associated with the
organization of a single economic space within the
Customs Union. Cross-quality control appears, the
influence of the national corrupt forces on the market
is weakening. As for the possibility of an increase in
interethnic criminal opposition, there is a danger, but
different conditions for organizing crime and
intercriminal ~ competition should delay the
degradation of the market - the main reason for high-
quality national goods, and the market itself, whatever
it may be, will expand, and access procedures will be
simplified. to him.

Let's honestly admit that the quality problem
remains theoretically worked out one-sidedly, which
is not very noticeable, because there is no normal
organization of production and marketing of high-
quality commercial products. The current practice is
satisfied with this degree of certainty in the theory of
quality. The theory of quality management has been
simplified to the concept of control over the
conditions of quality production. While there is no
systematic understanding of what is the quality of a
product? The production is run by the market. The
market is ruled by speculators - intermediaries. The
state strives to minimize its economic function before
collecting taxes. There is no real activity aimed at
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Abstract: This article discusses the behavior of providing bank credit to SMEs during the people business credit
(hence shortened as KUR) program in Indonesia.Since its launch in 2007, the average NPL for these loans has
increased.It indicates the existence of moral hazard behavior in the distribution of credit by the bank. To prove this,
this article implements a threshold regression model. The data includes 38 participating banks, observed from Q1-
2008 to Q2-2021.The results of data analysis reveal that moral hazard behavior exists when the NPL is below or
equal to 5.87%. On the contrary, it experiences adverse selection.Specifically, moral hazard behavior is dominant in
the case of investment credit and banks owned by local governments.In working capital loans and others, this
behavior also occurs, but not as much as in the case of investment loans.Moral hazard and adverse selection behavior
were not detected anyhow in state-owned banks, while in private banks, these only occurred at a low level At the end
of the analysis, we also consider the shock effects of the global financial crisis (2008), European crisis (2009), and
the Covid-19 pandemic (2020-2021) on the threshold regression model. However, the results are negative, thus
strengthening our previous findings.In general, the factors that significantly determine the risk of non-performing
loans in the people business credit program are; increased loan growth rate, market share, deposit insurance interest
rates, and economic growth as well as a decrease in the benchmark interest rate.However, the specifics are different
both in each type of credit and the type of participating bank.
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Introduction loan (NPL) ratio for SME loans.Figure 1 shows that

The People Business Credit Program (KUR) is the average NPL for people's business loans reached
one of the government's programs to improve access 5.43%, with an increasing trend from year to year,
to financing for small and medium enterprises (SMES) especially from 2015 to 2020.In general, loans from
in Indonesia.Launched on November 5, 2007, this regional development banks have the highest NPLs, at
program was effectively implemented by all an average of 8.22% per year.Then it is followed by
participating banks in early 2008 and is still ongoing foreign banks (6.14%), state-owned banks (4.20%),
(in 2021).1t is intended to strengthen business capital and the lowest was national private banks
in the context of implementing policies to accelerate (3.16%).The increase in NPL for the credit program
real sector development and empower SMEs indicates an adverse selection behavior or moral
(Presidential Instruction No. 6 of 2007).However, this hazard in lending.

program tends to increase the average non-performing
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Figure 1 - Matrix Strategy Combination Formulation

The phenomenon of adverse selection and moral
hazard is indeed highly inherent in government
programs.It is because direct subsidies from the
government are considered as a form of direct
government intervention in the business sector, the
transfer of funds without repayment.It means that if
the project fails or does not meet the specified criteria,
then the subsidy recipient (company) is obliged to
return the funds. Otherwise, if the project is
successful, no repayment is required.Therefore, there
is a tendency for banks to be non-selective in
channeling credit for the program.On the other hand,
customers also tend to borrow beyond their needs.As
a result, if one of those tendencies applies, then the
risk of bad credit will increase and will increase more
when both apply.In addition, credit for SMEs is
generally marked with asymmetric information. Thus
it further supports the occurrence of adverse selection
(Vas, 2017).Repullo and Suarez (2013) call this
condition a pro-cyclical market failure, which shows
that banks lower the level of credit analysis for SMEs,
making them more vulnerable in the event of an
economic contraction.

Until now, there has been no empirical research
exploring the behavior of banks in disbursing the
program.This study is the first to explore
this.Specifically, this study will identify the presence
or absence of moral hazard or adverse selection
behavior in implementing the program.If the behavior
is detected, then the significant factors that determine
the behavior will be explored.The second section of
this article will describe the review of related
literature.The  third  section  describes  the
methodology.The fourth section presents the results of
data analysis and discussion.The fifth section is the
conclusion, which is also the closing part of this paper.

Review Of Related Literature

People Business Credit Programme

People Business Credit (KUR) is a credit
guarantee program by the government to SMEs,
launched on November 5th, 2007. It aims at increasing
access to financing for Small and Medium Enterprises
(SMEs) to accelerate the development of the real
sector and empower SMEs.Although this program
was launched by the government, the source of the

funds came entirely from bank funds.Credit
distribution is regulated by the government through
Minister of Finance Regulation No.
135/PMK.05/2008 concerning People Business Credit
Guarantee Facility. However, in its development, the
regulation on KUR continues to be updated every
year.Some of the requirements specified in the
distribution of KUR are:

1. SMEs that can receive credit guarantee
facilities are feasible productive businesses that are
not yet bankable.

2. KUR is distributed to SMEs for working
capital and investment with the following conditions:

a. Forloansup to Rp. 5 million, the loan interest
rate or financing margin imposed is a maximum of 20-
21% effective per year;

b. For loans above Rp. 5 million to Rp 500
million, the loan interest rate or financing margin is
between 12-13% effective per year.

3. The implementing bank decides to grant
credit based on an assessment of business feasibility
following sound credit policy and taking the
applicable provisions into account.

Moral Hazard vs. Adverse Selection

In simple terms, moral hazard and adverse
selection are the same behavior. They are both risky
decision-making behavior.If a risky decision is made
consciously or intentionally, it is called a moral
hazard. However, if it is done without intention, for
example, a wrong decision due to ignorance or
negligence, it is called adverse selection.Therefore,
these two behaviors are complicated to observe
directly. However, these behaviors can be identified
through observations of bank behavior.One of the
predominant indicators used to indicate moral hazard
behavior is excessive risk-taking, reflected in high
non-performing loans (NPL) (Zhang et al., 2015).

Several theories can be used for explaining
moral hazard behavior, including agency theory,
signaling theory, and contract theory.Agency theory
explains that there are two motives for moral hazard
behavior that occurs in bank lending.First, the
managerial rent-seeking motive is when bank
managers will seek profit by investing in "pet
projects” or providing credit to borrowers to benefit
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from borrowers.The benefits in question can be in the
form of bribes or fees or others.Second, the motive is
due to conflicts of interest between bank owners and
depositors. It is when bank owners want to invest in
risky projects to obtain higher returns.However, when
the bank faces risk, the bank owner will transfer this
risk to depositors.The two moral hazard motives lead
to higher loan growth rate and higher non-performing
loans (NPLs).Meanwhile, in signaling theory, an
increase in NPL will give a negative signal to bank
owners, that the bank is in a state of stress.With this
signal, bank owners must be able to decide whether or
not to continue to maintain their ownership with high
risk (Janda, 2006; Novellyni and Ulpah, 2017).As in
contract theory, moral hazard behavior occurs when
bank owners design optimal contracts that give full
authority to bank managers to maximize their
utility.As a result of full authority, bank managers
tend to take policies with excessive risk, as happened
in the 2008 global financial crisis (Bebchuk and
Spamann, 2010; Bebchuk et al., 2010; Paulowicz,

2015).
Meanwhile, adverse selection occurs due to
information asymmetry  between banks and

borrowers.In the context of SMEs, the level of
information asymmetry is very high, because they
generally do not have accurate data or
information.(Vas, 2017) As a result, banks will find it
strenuous to analyze their creditworthiness, therefore
they tend to lower the level of analysis (Repullo and
Suarez, 2013).

Behavioral Indications of Moral Hazard and
Adverse Selection

Several factors can indicate moral hazard and
adverse selection behavior.Specifically, these factors
can be grouped into three categories.The first is bank-
specific factors (Boudriga et al., 2010; Dhar and
Bakhsi, 2015), such as performance, liquidity, and
loan growth rate.Adverse selection behavior is
indicated when performance is positively related to
NPL.Performance reflects management quality
(Louzis et al., 2012).Therefore, good performance
(good management quality) will prompt selective and
careful behavior in lending, so that it can suppress
NPLs, and vice versa.Meanwhile, moral hazard
behavior is indicated when a high NPL is following a
high level of liquidity.Islam and Nishiyama (2019)
argue that high liquidity will reduce liquidity risk and
improve management's ability to service and monitor
loans resulting in lower non-performing loans.On the
other hand, excess liquidity is a good proxy of moral
hazard behavior between bank management and
depositors since they cannot monitor and therefore
make the bank management committed to the
effective use of funds.In addition, the positive
relationship between loan growth rate and NPL can
also capture moral hazard behavior.The increase in

credit volume should be able to offset or reduce the
NPL (Islam and Nishiyama, 2019).Therefore:

H1: Adverse selection behavior is indicated
when performance is positively related and
significance to NPL.

H2: moral hazard behavior is indicated when
liquidity is positively related and significance to NPL.

H3: moral hazard behavior is indicated when
loan growth rate is positively related and significance
to NPL.

The second is industrial factors (Islam and
Nishiyama, 2019), such as market share and the
deposit guarantee system.A large market share is
expected to reduce NPL because banks have a higher
market segment. Thus they will be more selective.On
the other hand, a large market segment offset by a high
NPL will reflect moral hazard behavior.In addition,
deposit insurance also often triggers moral hazard
behavior.With a deposit guarantee, banks will be
encouraged to finance high-risk projects with high
returns (Ngalawa et al., 2016).The emergence of
moral hazard behavior with deposit insurance has
been widely supported in empirical studies,such as
studies conducted by Demirguc-Kunt and Detragiache
(2002), Leaven (2002), Wheelock and Wilson (1995),
Carapella and Di Giorgio (2004), and Cull et al.
(2005).Therefore:

H4 : moral hazard behavior is indicated when
market share is positively related and significance to
NPL.

H5: moral hazard behavior is indicated when
deposit insurance interest rates is positively related
and significance to NPL.

The third is macroeconomic factors (Nkusu,
2011; Skarica, 2014; Beck et al., 2015), such as
economic growth and interest rate policies.Adverse
selection behavior is indicated by the NPL increase
when economic growth increases.The increase in
economic growth reflects economic stability. Thus,
affecting the demand and supply of loans.In this
condition, the borrower can pay debt well (Salas and
Saurina, 2002).However, if the economy is in good
condition and the NPL is high, it indicates that the
bank is not selective or less careful in lending.In
addition, the benchmark interest rate can also indicate
adverse selection behavior.Nkusu (2011) and Castro
(2013) argue that an increase in interest rates will
substantially weaken the ability to pay borrowers,
which will encourage an increase in NPLs.Therefore,
adverse selection behavior will be indicated by low-
interest rates and high NPLs.Therefore:

H6: Adverse selection behavior is indicated
when economic growth is positively related and
significance to NPL.

H7: Adverse selection behavior is indicated
when interest rate is negatively related and
significance to NPL..
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Research Methods

The data includes all 38 KUR channeling
banks.The data used is quarterly, starting from Q1-
2008 to Q2-2021.The list of KUR channeling banks
can be seen in Appendix 1.

This study employed a threshold regression
model.This model is designed by dividing
observations into two classes that are conditioned on
a predetermined variable value.Therefore, the
research sample will be divided automatically into two
groups following the set threshold value.On this basis,
a threshold variable uses the average NPL.
Systematically, the threshold regression model
developed for this study is:

Moral hazard behavior and adverse selection are
proxied by non-performing loans (NPL).Bank
performance is proxied by return on assets (ROA),

where: NPL_(i.t) is the NPL of bank i in period t
(current quarter); o is a constant; f_1 is the slope of
the variable X_(i.t-j) (NPL_(i.t-1)<y); B_2 is the slope
of the variable X_(i.t-j) (NPL_(i.t-1)>y); X_(i.t-)) is
the independent variable of/for bank i in period t-1
(previous quarter); NPL_(i.t-1) is the NPL of bank i in
period t-1 (previous quarter); y is the threshold value;

liquidity by liquidity assets ratio (LAR), loan growth
rate (LGR) by changes in total loans between the
current quarter and the previous quarter, and market
share (MS) by the percentage of bank loans to SMEs
to total credit for SMEs.Data related to this was
obtained from the quarterly financial statements of
each participating bank.Meanwhile, the deposit
insurance rate (LPS rate) is obtained from the statistics
of the Deposit Insurance Corporation.The LPS rate
data used is the most recent data for each
quarter.Meanwhile, economic growth (eco_growth)
and the benchmark interest rate (Bl rate) were
obtained from the Central Statistics Agency and Bank
Indonesia.The economic growth data used is
quarterly, while the Bl rate data used is the most recent
data for each quarter.

B_3 is the slope of the control variables; C_(i.t-1) are
control variables for bank i in period t-1 (previous
quarter; and ¢ is residual error.When the independent
variables perform above the threshold value, then the
decision-making process is taken from B_2, not from
B_1.And vice versa.

Specifically, the model can be described as:

NPL;j; = o + B11LAR; 1 (NPLj ¢y < V) + B12LGR;—1(NPLj;_1 <) + B13MS; 1 (NPLij_y <)
+ B14LPS_rate; ;1 (NPLj;_; < V) + B1sROA; 1 (NPLj;_; <)
+ B1eEco_growth;_; (NPLj;_; <) + By ,Blrate;;_;(NPLj;_; <7Y)
+ B2.1LAR; 1 (NPL;_1 >7¥) + B2,LGR; 1 (NPLit_1 >¥) + B23MS; 1 (NPLj_; >¥)
+ B2.4LPS_rate; ;1 (NPLj_; > ¥) + B2sROA; 1 (NPLj;_; >¥)
+ B2.¢Eco_growth;_; (NPLj;_; >y) + B, ;Bl rate;;_;(NPLjt_; > ¥) + B3Sizej 4

+ BS.ZDGRi.t—l + 83.4Bopoi.t—1 + B3.5N1Mi.t—1 + B3.6CARi.t—1

where:LAR is the liquidity assets ratio (independent
variable 1); LGR is loan growth rate (independent
variable 2); MS is market share (independent variable
3); LPS rate is the deposit guarantee rate
(independent variable 4); ROA is the return on assets
(independent variable 5); Eco_growth is economic
growth (independent variable 6); BI_rate is the bank
reference interest rate variable (independent variable
7); size is bank size (control variable 1); DRG is the
growth rate of third party funds (control variable 2);
BOPO is the efficiency ratio (control variable 3); NIM
is the productivity ratio (control variable 4), and CAR
is the capital adequacy ratio (control variable 5).

Results

The results show that in general, the ratio of non-
performing loans (NPL) of participating banks to the
people business credit program (KUR) tends to
increase from time to time.The average NPL is 5.87%,
showing an increase of around 0.79% per quarter.The

equation (2)

average value is relatively high because it is close to
the maximum limit set by the banking authorities in
Indonesia (NPLMax = 6%).Specifically, based on the
type of credit disbursed, investment credit has the
highest NPL (avg. 8.06%) or is already above the
Indonesian banking standard. The next one is credit for
working capital (avg. 5.43%) and other KUR loans
(avg. 4.11%), both of which are still at Indonesian
banking standards.Meanwhile, based on the types of
participating banks, regional government-owned
banks (BUMD) have the highest NPLs than state-
owned and private banks.The average NPL from
BUMD banks reached 8.68%, while the average NPL
from state-owned and private banks tended to be
equal, 3.99% and 3.83%.In this study, the observation
period is divided into two parts.The first is the
“normal period.” A period where there are no
significant economic and financial shocks.This period
starts from Q1/2010 to Q1/2020.The second referred
to as the “turbulence period,” is a period of significant
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economic and financial shocks.In this case, the shocks
of the global financial crisis (Q1-Q4 2008), the
European crisis (Q1-Q4 2009), and the Covid-19
pandemic (Q2/2020 — Q2/2021).The average NPL in
the normal period, is 5.49%, while in the turbulence

period, the average NPL is 5.55%.So, there is no
significant difference between the NPL in the normal
period and the turbulence period.The specifics of NPL
statistics from KUR participating banks can be seen in
Table 1.

Table 1. Statistics Summary

N Min Max. Mean STDev. Skewness Kurtosis
INP (%) 5.700 1.28 22.33 5.87 3.98 1.71 2.59
By Types
Worcap. 1.900 2.46 9.38 5.43 1.88 0.35 -1.11
Invest. 1.900 1.91 22.33 8.06 5.41 0.86 -0.70
Others 1.900 1.28 12.42 411 2.60 1.68 2.44
By Banks
State-owned
Corporation 600 1.28 8.56 3.99 1.71 0.26 -0.76
Provincial-owned
Company 3.300 171 22.33 8.68 4.27 1.05 0.27
Private 1.800 1.61 6.41 3.83 1.11 0.05 -0.73
By Period
Normal 4,218 1.30 22.33 5.49 3.42 1.94 2.55
Turbulence 1.482 1.30 17.89 5.55 4.27 1.97 2.80
LAR (%) 1.900 12.84 38.43 19.94 5.87 1.15 0.52
LGR (%) 1.900 -18.42 16.27 0.71 2.46 -0.21 17.80
ROA (%) 1.900 1.07 5.32 2.71 0.68 0.44 -0.06
MS (%) 1.900 3.24 47.70 24.02 17.25 0.03 -1.93
LPS rate (%) 50 4.00 7.75 6.42 1.01 -0.57 -0.22
Eco_Growth (%) 50 -5.32 7.07 4.86 1.21 -5.25 37.11
Bl _rate (%) 50 3.50 7.75 5.55 1.36 0.29 -1.28
Size (Logl0_TA) 1.900 5.26 6.59 6.00 0.40 -0.04 -1.39
DGR (%) 1.900 -23.20 25.23 0.77 3.94 -0.61 8.99
BOPO (%) 1.900 66.16 113.91 80.91 6.78 0.82 1.38
NIM (%) 1.900 1.86 8.16 5.07 1.30 -0.20 -0.47
CAR (%) 1.900 15.33 61.01 24.81 11.76 1.72 1.35

In general (see Table 1, General column, Panel
A), the increase in NPLs throughout the observation
period was significantly triggered by loan growth rate
(LGR), increased market share (MS), increased
deposit insurance interest rates (LPS_rate), economic
growth (Eco_growth ), and a reduction in the banking
benchmark interest rate (Bl rate). The level of liquidity
(LAR) and performance (ROA) do not show a
significant relationship.The positive relationship
among loan growth (B_(LGR.NPL) 0.96), market

share (B_(MS.NPL) = 0.23), and deposit insurance
interest rates with non-performing credit risk
(B_(LPS.NPL) = 0.69) indicates the existence of
moral hazard behavior in the distribution of people
business loans (KUR).On the other hand, a positive
relationship between economic growth and NPL
(B_(ECO.NPL) = 0.19), and a negative relationship
between the benchmark interest rate and NPL
(B_(BLLNPL) = -0.22) indicate adverse selection
behavior.
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Table 2. Regression

By Loan By Bank By Period
General State- Provincial-
owned owned
wWC Invest. Other  Corporation Company Private  Normal Turb.

Panel A.Panel Regression - Common

Constant 19.84 ™ 14.11 ™ 16.95 ™ 33.33 "™ .99 8294 ™ 5.35 36.75 ™ 28.58
LAR;+- .07 -04 " A1 37 .02 41 77 202 28 ™ -.04
LGR 1 96 ™ 70 ™ 91 ™ 44 -.02 52 ™ .33 57 ™ A1
MS 1 23 7 .83 ™ 65 ™ .03 -.19 61 ™ .06 26 22
LPS i1 69 T 34 42 7t .32 -21 .66 .29 26 ™ -.28
ROA 1 .20 -8 .79 7 27 ™ -.24 81 ™ .21 37 7 -.03
ECO1 19 ™ 23 7 -02 56 ™ -.01 .05 -.01 .01 -.07
Bl 1 =22 .08 -56 ™ .16 .03 -2 -33 7 .05 -.30
SIZE -94 ™ 84 ™ .96 ™ -70 ™ .35 -91 ™ 83 ™ T .69
DGR1 .94 79 38 ™ 81 ™ -.48 20 7 -44 7 89 .39
BOPO¢.1 .84 .65 18 ™ .01 .03 13 -.01 317 =22
NIM:.1 23 23 g7 777 =31 T .28 97 ™ 38 7 19 7 .09
CARt1 .01 -20 7 A2 .10 -.09 31 .05 .02 .04
Memo Item

R .68 .90 .92 .76 .33 43 .35 .70 .63
Adj.R? 46 .80 .85 .56 .08 .16 .09 .49 .35
F-stat. 80.48 ™ 130.9 ™ 176.3 ™ 41.63 ™ 3.65 ™ 6.99 ™ 415 ™ 7996 ™ 796
Obs. 5.700 1.900 1.900 1.900 600 600 600 4.218 1.482

Panel B.Panel Regression Threshold

Constant  53.43 ™ 37.20 ™ 52.20 ** 38.86 ™  3.23 90.78 ™ 6.10 * 61.03 ™ 75.82
LAR;..

2(NPL.

1<Y) 39 ™02 56 ™ 22 04 46 ™ -03 38 ™ -04
LAR,.

2(NPL.

>Y) .06 97 ™ 12 02 02 26 ™ -.06 03 -.04
LGR..

J(NPL.

1<Y) 62 ™ -14 64 ™ 85 14 97 ™ 21 68 ™ 38
LGR:.

J(NPL.

>7) -.05 717 -05 89 ™ 05 94 ™ 54 13 -16
MS..

2(NPL.

1<Y) 29 ™ -.09 95 ™ .05 11 29 ™ 13 37 ™ 16
MS..

J(NPL.

>Y) -.02 337 .16 54T -12 177 22 03 21
LPS.

J(NPL.

1<Y) 59 ™ 16 ™ .08 42 210 317 -02 A1 7 .25
LPS.

J(NPL.

>7) -.14 76 ™ 04 -12 -.05 60 ™ 34 01 -74
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ROA..
(NPL.
<y) _14 -17 06 -.09 31 40 ™29 07 13
ROA..
(NPL.
>v) 81 ™ 13 26 ™ 08 12 47 ™ .13 22 .17
ECO.
+(NPL.
<Y) -01 02 16" 16 ™ 01 22 7 12 01 _04
ECO.
+(NPL
>y) 01 23 11 11 12 12 01 01 -28
Bl
(NPL.
<y) -.06 12 04 04 12 20 ™ 08 06 12
Bl
(NPL
>7) 02 04 20t L12 23 % .51t .13 01 -4
SIZEw, 96 T 92 " 92 ™ 95 ™" .98 ™ 74 ™™ 95 ™" 91 ™ 97
DGRu 69 ™" 65 ™™ 89 ™" 83 ™ B3 ™ 49 ™™ .10 3302
BOPOw; 64 ™ 10 26 -30 ™ 28 01 01 26 ™" -.04
NIM.1 18 7 29 7Y 437 43" 03 60 ™17 25 ™ 21
CARu1 21 .31 ™ .08 -.05 05 12 _11 32" 12
Memo Item
R 64 85 89 82 56 69 68 62 32
Adj.R? 40 72 79 65 27 42 43 37 -.29
F-stat. 27.78 ™ 5543 ™* 7383 ™" 5496 **  7.06 ** 891 "™ 1376 "™ 1848 ™ .26
Obs. 5700 1900  1.900  1.900 600 600 600 4218 1482
Threshold 587 543 806  4.11 3.99 8.68 383 549 555

Specifically, the threshold regression results (see
Table 2, General Column, Panel B) shows that moral
hazard behavior only occurs in banks with NPLs less
than or equal to 5.87% (threshold value).Banks with
such NPLs are dominated by state-owned and private
banks (see Table 1).It means that banks with such
NPLs tend to use their excess liquidity to increase the
distribution of KUR, especially for SME investment,
thereby increasing their market share.However, the
banks concerned may intentionally channel these
loans to risky SMEs or voluntarily approve inadequate
or inappropriate credit proposals.As a result, their risk
of non-performing loans (NPL) increases.Meanwhile,
banks with NPLs above 5.87%, which were
dominated by BUMD banks, experienced adverse
selection, which may have been triggered by
information asymmetry between bank credit analysts
and borrowers (SMEs).As a result, the NPL of these
banks also increased.

Based on the type of credit disbursed, investment
credit has the highest NPL (avg. 8.06%) or is already
above the Indonesian banking standard.The next one
is credit for working capital (avg. 5.43%) and other
KUR loans (avg. 4.11%), both of which are still at
Indonesian banking standards.Significant factors that

determine the risk of non-performing loans on
investment loans, working capital, and others are past
loan growth rates, and increases in deposit insurance
interest rates.Previous performance and good
economic growth also influenced the risk of bad credit
on working capital loans and others.Meanwhile, the
decline in the benchmark interest rate is a significant
additional factor determining the risk of non-
performing loans on investment loans.In investment
loans, moral hazard behavior only occurs in banks
with NPLs below or equal to the threshold value
(8.06%), while banks with NPLs above this value tend
to experience adverse selection.Contrary to these
findings, moral hazard behavior in working capital
loans occurs in banks with NPLs greater than the
threshold value (5.43%). Meanwhile, adverse
selection behavior is not indicated, either in banks
below or above the threshold.As for other loans, moral
hazard behavior also occurs in banks below or equal
to the threshold value (4.11%), and there is no proven
adverse selection behavior.

Based on the type of participating bank,
increased liquidity, loan growth rate, increased market
share, increased deposit insurance interest rates,
improved performance, economic growth, and
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decreased benchmark interest rates are significant
factors in determining the risk of non-performing
loans in BUMD banks.Significant moral hazard
behavior occurs in the banks that are below and above
the threshold value (8.68%).In addition, significant
adverse selection behavior was detected in these two
bank groups.In contrast, state-owned banks as a whole
did not show a significant increase in NPLs.Therefore,
the behavior of moral hazard and adverse selection in
state-owned banks do not significantly exist.As for
private banks, the increase in NPL occurred at a low
significance level (oo = 10%), which was only
triggered by credit growth, and which declined in the
benchmark interest rate.However, moral hazard
behavior exists in these banks, especially those with
NPLs above the threshold value.There is no indication
of significant adverse selection in the distribution of
KUR to these banks.

The observation period starts from Q1-2008 until
Q2-2021.During this period, at least three major
shocks occurred, namely the global financial crisis in
2008 followed by the European crisis in 2009, and
shocks due to the Covid-19 pandemic that began in
Q2-2020 and are still ongoing until the end of this
observation period (Q2-2021).These shocks may have
an impact on banking performance, particularly in the
distribution of people business loans.Therefore, this
study divided the period into two groups.The first is
the “normal period” (Q1-2010 to Q1-2020).The
second is the “turbulence period” (Q1-Q4 of 2008,
Q1-Q4 of 2009, Q2 of 2020 to Q2 of 2021).The
general regression results show that the increase in
NPL of people business lending banks only occurs in
the 'mormal period.’This significant increase was
triggered by increased liquidity, loan growth rate,

Apendix
Appendix 1:Sample Bank List

1. Bank Rakyat Indonesia (Persero), Tbk.
2. Bank Mandiri (Persero), Thk.

3. Bank Negara Indonesia (Persero), Thk.
4. Bank Tabungan Negara (Persero), Tbk.
5. Bank Central Asia, Tbk.

6. Bank Bukopin, Tbk.

7. Bank Maybank Indonesia, Tbk.

8.  Bank Sinarmas, Thk.

9. Bank Permata, Thk.

10. Bank Tabungan Pensiunan Nasional, Thk.
11. Bank OCBC NISP, Tbk.

12. Bank Artha Graha International, Tbk.
13. Bank BRI Agroniaga

14. Bank Nationalnobu.

15. Bank Mandiri Taspen

16. BPD Bali

17. BPD Kalbar

18. BPD NTT

19. BPD DIY

increased market share, increased deposit insurance
interest rates, and improved performance.Significant
moral hazard behavior occurs in banks with NPLs
below or equal to the threshold value.Therefore, these
findings support our previous findings, especially our
general findings.In other words, the shocks of the
global financial crisis (2008), the European crisis
(2009), and the Covid-19 pandemic (2020-2021) did
not adversely affect the results of this analysis.

Conclusion

The results of data analysis reveal that moral
hazard behavior generally exists when the NPL is
below or equal to 5.87%. On the contrary, it
experiences adverse selection.Specifically, moral
hazard behavior is dominant in the case of investment
credit and banks owned by local governments.In
working capital loans and others, this behavior also
occurs, but not as much as in the case of investment
loans.Moral hazard and adverse selection behavior
were not detected anyhow in state-owned banks, while
in private banks, these only occurred at a low level . At
the end of the analysis, we also consider the shock
effects of the global financial crisis (2008), European
crisis (2009), and the Covid-19 pandemic (2020-
2021) on the threshold regression model. However,
the results are negative, thus strengthening our
previous findings.In general, the factors that
significantly determine the risk of non-performing
loans in the people business credit program are;
increased loan growth rate, market share, deposit
insurance interest rates, and economic growth as well
as a decrease in the benchmark interest rate.However,
the specifics are different both in each type of credit
and the type of participating bank..

Philadelphia, USA

889

2 Clarivate
Analytics indexed



ISRA (India)  =6.317  SIS(USA)  =0912  ICV (Poland)  =6.630
. I1SI (Dubai, UAE) = 1.582 PHUHII (Russia) = 3.939 PIF (India) =1.940

Impact Factor: ¢ australia) =0564 ESJI(KZ)  =9.035  IBI (India) = 4.260
JIF =1500  SJIF (Morocco) =7.184  OAJI (USA)  =0.350

20.
21,
22,
23.
24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.

BPD Sulselbar

BPD Sumut

BPD Sumbar (Bank Nagari)
BPD Sumsel Babel

BJB

BPD Kalsel

BPD Riau Kepri

Bank NTB Syariah

BPD Lampung

BPD Papua

BPD Bengkulu

BPD Kaltimtara

BPD Jambi

BPD Jateng

BPD Sultra

BPD Kalteng

BPD SulutGo

BPD Jatim

Bank Syariah Indonesia*)
Notes:

*) is a bank resulting from the merger of Bank Syariah Mandiri, BRI Syariah, BNI Syariah, and BTN Syariah
in 2020.Prior to the merger, the four banks were participants in the KUR program.Therefore, the data before the
merger uses the combined data from the four banks.
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