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Preface

The main objective of this book is to provide an innovative set of concepts,
approaches, and tools regarding company management, internal and
external stakeholders, and social responsibilities, reflecting the necessities
and opportunities generated by the digital transformation, the transition to
a knowledge-based economy, and the COVID-19 crisis.

The authors, based on a comprehensive analysis, have identified a set

of key points regarding company management and stakeholder and
social responsibility theory and practice in the last decade, representing
major challenges that should be taken into consideration by specialists.

A

The digital transformation, industrial revolution 4.0, the transition to the
“smart economy”, ecologization and other mega shifts in the society,
and the economy generate for companies and their stakeholders
numerous and unexpected opportunities, threats, and challenges that
place the management of organizations in very complex and, very often,
stressful situations.

There are multiple and essential changes in the theoretical and
pragmatic approaches to company management and stakeholder and
social responsibility as feedback to the contextual opportunities, threats,
and challenges that are only partially performant and sustainable.
There have been very innovative and performant developments in the
theoretical and pragmatic elements of certain areas of management,
such as strategy, human resources management, management tools,
stakeholder relationships (customer relationship management [CRM],
supply chain management [SCM], corporate social responsibility
[CSR]), and others, which should be developed further and correlated.
There exist notable limits and weak points in company management,
and stakeholder and social responsibility theory and practice, with
significant negative impacts on a company’s competitiveness and
sustainability, and their stakeholders, as recently emphasized by the
COVID-19 pandemic.

In many respects, company management, despite some notable
advances, remains too traditional, and not sufficiently able to change
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deeply or to reshape in order to valorize to a large extent the new
contextual opportunities and the high quality of human resources. It is
necessary — as many renowned specialists (G. Hamel, R.E. Freeman, D.
Kiron, M. Reeves, C.D. Pringle, and others) have asked — to reinvent
management.

The new holistic vision and innovative approach to company management
and stakeholder and social responsibility developed by the authors in this
book involves nine milestones:

e Digitalization, industrial revolution 4.0, the transition to a knowledge-
based economy, and other contextual mutations have radically
changed businesses, companies, management, and people, generating
essential changes in all components of the society at macro-, meso-,
and microlevels.

e In the context of digitalization and transition to the “smart economy”,
information and knowledge, which represent the content of intellectual
capital, have become the most important resources in company
development, influencing decisively individual and organizational per-
formance. Information and knowledge will have (as they already have in
many top companies in the United States, western Europe, and Japan) a
determining impact on an organization’s functionality, competitiveness,
and sustainability.

e Internal stakeholders (managers, shareholders, and executants) and
external stakeholders (customers, suppliers, consultants, infor-
maticians, finance providers, local communities, etc.) are the main
holders of information, knowledge, and tangible resources and have
increasing impacts on a company.

* A company’s survival, functionality, development, and performance
in the medium and long term depend decisively not only on the
company shareholders and top managers but also on the main
stakeholders within and outside the company.

e All companies have stakeholders who heavily influence their activities
and performance (of course, the number and importance of stakeholders
increase concomitantly with the size and complexity of the organization).
Consequently, the placement of the main stakeholders on the frontline is
necessary in every company, not only in corporations and large
enterprises.

* A company should be approached as an entity with multiple strategic
objectives, determined according to the interests of the relevant
stakeholders. The company’s multiobjective should be multidimen-
sional — financial, technical, social, ecological, moral, legal, and
others. It is recommended that strategic company objectives should
be focused on the company’s and the relevant stakeholders’ long-term
sustainability. Such objectives motivate relevant stakeholders to be



xvili Preface

involved and productive and, concomitantly, to promote in the
company a long-term approach that is beneficial for all. The
multiobjective approach and the way to plan it could generate stake-
holder and company synergy and competitivity.

e Company management focused on the manager-subordinate relation-
ship, which involves only two main stakeholders, has reached its limits.
This type of management is not able to realize to a great extent access to,
and use (necessary and possible) of, the information, knowledge, and
tangible resources of the other external and internal stakeholders.
Company management must be centred on the relationships with all
main stakeholders, which determines the “de facto” organization’s
functionality, performance, and sustainability.

e Corporate social responsibilities should be exercised in all types of
companies, not only large companies, because all have obligations,
demands, and responsibilities towards society, the local community,
their employees, the ecological environment, and others.

® Approaches to company management and stakeholder and social
responsibility should be reconceptualized and reshaped according
to a new integrative vision. The entire company management
should be refocused on the main stakeholders together with social
responsibilities, and this requires the design and implementation of
new strategies, leadership, managerial mechanisms, organizational
culture, performance criteria, and other elements.

Based on these milestones, we have elaborated a new vision and
approaches regarding the company management and stakeholder and
social responsibility. The most important innovative contributions are
the following:

¢ Identification among company stakeholders, based on a set of
rigorous criteria, of a special category — the relevant stakeholder —
which influences significantly the organization’s functionality,
development, and performance; the new management approach is
centred on the relevant stakeholders.

e Extension of the focus of company management from two stakeholders
(shareholders and top managers) to all relevant internal and external
stakeholders. This means changing the managerial paradigm from the
manager-subordinate relationship to a new managerial paradigm:
manager-relevant stakeholder.

e  Extension of the stakeholders taken into consideration by management,
from large companies to all companies irrespective of size; we propose
this because all companies depend on the relevant stakeholders, and
their functionality, development, and performance are decisively
influenced by them.
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Extension of corporate social responsibility to be taken into consi-
deration, and this approach as a major element in the organization,
from corporations and large companies to those of all types. We
propose this because all companies have obligations and responsibilities
towards the local community, region, and country in which they
operate, to the ecological environment and population involved, etc.
All companies face the same societal challenges. Instead of corporate
social responsibility, we propose a new concept: company social
responsibility.

An increase in the scope of company social responsibilities from the
economic, social, legal, and moral aspects to include a fifth element —
the ecological aspect — concomitantly with a focus on the relevant
stakeholders and reconfiguration of the relationships between the
elements of social responsibility. The theoretical background of the
change is the replacement of the responsibility pyramid (see Carrol,
Baden, and others) with the responsibility pentagon, a new concept
elaborated by us.

Extension of the specific approach based on collaboration, motivation,
flexibility, etc. (as used in recent decades, especially in large companies,
with two relevant stakeholders — CRM for customers and SCM for
suppliers) to the other relevant stakeholders. Starting from these very
performant best practices, we have conceived a new concept and
mechanism, namely the managerial synapse, which could be used with
all relevant stakeholders. Of course, a specific managerial synapse
should be designed for each internal and external stakeholder category.
Designing a new management system focused on stakeholders — a
management system based on company-relevant stakeholders — which
integrates the new with the previous elements. This system valorizes to a
large extent stakeholders’ information, knowledge, and other resources
both in the company and in the interests of stakeholders; motivates
internal and external stakeholders to work together more closely and
efficiently based on a win-win relationship; and encourages the intensive
fulfilment by the company of its social responsibilities with multiple
economic, social, ecological, moral, and legal benefits for all.

These innovative elements regarding company management, relevant
stakeholders, and social responsibility are able to generate huge beneficial
effects in the companies — both in their economic and social context — and
to relaunch the economy after the COVID pandemic. Synthetically, they
could be grouped into three categories:

Suplementary resources for the company;
Much better work processes reshaped in the company and its
stakeholders;
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e Higher and multidimensional and sustainable performances in the
company, community, economy, and society.

Theoretical and pragmatic innovative approaches incorporated in this
book represent just the beginning in the development of a new integrative
vision on company’s management, relevant stakeholder, and social
responsibility. There are numerous aspects in our approach that should
be further analyzed and developed. The growing societal challenges,
digitalization, industrial revolution 4.0, transition to the smart economy,
ecologization, and other mutations have continous and deep implications
for an organization’s management, stakeholder, and social responsibility,
which should be taken into consideration.

These elements and many others indicate the need for further research,
both theoretical and pragmatic, in order to generate new concepts,
approaches, and tools capable of determining much better multi-
dimensional performances in organizations, valorizing to a high level of
the potential of the relevant stakeholders, and practising more moral and
efficient social responsibilities and human management in all types of
organizations, in accordance with the revolutionary changes of our times.



1

Instead of Introduction: Why
Is Stakeholder Management
Necessary and Possible

in the Present Context?

Why Is Stakeholder Management Necessary Now, in the
Present Context?

Organizational Arguments

1

Perception and understanding of organizations, including companies
of course — as social constructions. This means that they are artefacts
created by human beings to serve their ends. They are shaped by
human purposes, and they do not exist interdependently of human
minds and actions. Companies are systems of human action in which
means and ends are guided by intentions, strategies, and hoped-for
incomes. They are in effect created by meaning with a rich tapestry
of cultural rules, roles, and intentions (Coghlan, 2016).

Companies should - according to a recent study (Schwartz et al.,
2019) - reframe the future of work, with the aim of generating more
value and meaning for the customer, the workforce and other
partners, and greater earnings for the company over time. In order
to succeed with this vision, organizations must shift focus from
company to customer, workforce, and other important stakeholders.
Development of a new type of company focused on knowledge — as
resource, product, asset, and competitive advantage — which are
quite different compared with the classical capitalist company; it is
called a knowledge-based company.

Companies’ contextualization by amplification of the external
environment influences their objectives, resources, activities, func-
tionality, performance, and sustainability on concomitantly with
the multiplication and acceleration of the companies’ inputs and
outputs.

Awareness that financial performance should no longer be the sole
pursuit of enterprises. Companies — according to Ignatius (2019) —
are being pushed to consider the interests of all their stakeholders,
including employees, customers, and the community, not just those
of their shareholders.

DOI: 10.4324/9781003217701-1
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2 Instead of Introduction

6 Intellectual capital plays a decisive role in the survival, functioning,
and development of modern, knowledge-based companies.

The resources of a large proportion of the companies have changed
profoundly in recent decades through:

7

10

the emergence of two new categories of resources — information
and knowledge;

the components, the structure, and the functionality of “classical”
resources — human, technical-material, and financial — have
substantially changed;

the human resource, very closely associated with information
resource and knowledge resource, has a major role in modern
organizations, much more than in classical companies.

Companies’ activities have changed enormously in recent decades
through:

the formation of consistent activities focused on the creation,
purchasing, use, share, valorization, etc. of knowledge; all these
operations constitute the content of the new company knowledge-
function; this function is a transversal company function, different
from vertical company functions (research and development, com-
mercial, production, finance and accounting, and human resources);
the content and dynamics of classical activities (supply, pro-
duction, sales, accounting, finance, etc.) have also changed
profoundly;

human resources training, because of its size and major impact
within an organization, gradually becomes — especially in large-
and medium-sized companies — a distinct company’s function
fulfilled and partially externalized outside the organization.

Modern companies based on knowledge — this is quadro-dimensional,
trying to achieve concomitantly four types of objectives:

economic;
social;
ecological;
educational.

A knowledge-based society is an ecosystem presenting the following
features:

a system made up of interactive parts that act together;

a multidimensional community — human, economic, and ecolo-
gical;

networking endogen complex;

a system interconnected with other systems and with its
environment.
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Instead of Introduction 3

The background of the performance and sustainability of a
knowledge-based company is represented by the sustainability
diamond based on knowledge (Figure 1.1).

Manifestation of the new organizational paradox was discovered by
Hamel (2009) - the organization should become more adaptable,
innovative, and inspirational, without being less focused and
disciplined or less oriented toward performance.

The 2020 Future of Leadership Global Executive Study and
Research Report finds that leaders may be holding on to behaviours
that might have worked once but now stymie the talent of their
employees. “Organizations must empower leaders to change their
ways of making to succeed in a new digital economy” (Ready,
Cohen, Kiron, & Pring, 2020).

Awareness of the fact that the success of a firm is determined by its
ability to establish and maintain relationships within the entire
stakeholder network (Post, Preston, & Sachs, 2002).

In the context of the pandemic, in the majority of companies, the
connection and collaboration with many important external stake-
holders, especially the customers, suppliers, bankers, and local
communities, have been affected and need to be restored on a new
basis taking into consideration the “new normality”.

Deterioration in many companies of work relationships and co-
operation between internal stakeholders — particularly between
managers and subordinates — because of the massive increase in
work online, social distancing, and other major changes caused by
the COVID-19 pandemic. In order to restore good and even more
performant work relationships between shareholders, managers, and
subordinates, their approach should be reconsidered and rebuilt
against a new and more motivational and innovative background.
Frequently, the survival of companies that are mostly affected by
the COVID-19 pandemic is not possible without implications for
stakeholders. In many countries, even the state becomes a major
stakeholder for companies, developing national strategies and
policies, focused on helping them to survive and to continue to
work, making products and services, and protecting jobs and
maintaining their capacity to generate incomes for the state budgets
in the following period. Many states — and EU states are a very good
example — have allocated huge amounts of money as grants and
subvention credits, by subsidizing the costs for companies and the
population.

Companies’ reinvention taking in consideration the multiple changes
and challenges occurred at mondo, macro, and micro systems. A
recent study suggested that it is no longer about how companies
should thrive, but rather how they must reinvent themselves to
survive, because that is the key issue today (Weill & Woerner, 2018).
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Managerial Arguments

1

Awareness of the existence of a comprehensive network of stake-
holders — inside and outside companies — who have a major impact
on their functionality, performance, and sustainability.

Traditional management, still predominant in the majority of
companies, is based on the absolute primacy of the owner or
shareholders’ interests, with the needs and expectations of other
stakeholders being ignored or only sporadically taken into consid-
eration. A partial exception to this refers relatively often to
companies’ top managers.

In a recent study, well-known specialists Bailey, Reeves, Whitaker,
and Hutchinson (2019) asked for indirect forms of management
instead of command-and-control techniques.

It is — as Schein and Schein (2019) asserted — time for a new model,
one that is built on close professional relationships, openness,
and trust.

The potential of large number of the companies’ endogenous
stakeholders — managers and especially executants — is used for
sustainable organizational development only to a small extent.

The traditional managerial relationship, i.e. manager—subordinate —
involving two of the most numerous and important company
stakeholders, which is based on hierarchy and on the “strong”
authority of the manager — is not sufficiently performative in the
majority of organizations. As a consequence, in many companies,
new managerial elements have been developed based on participa-
tion, flexibility, collaboration, and strategic agility, which may
solve this problem only partially and not sufficiently.

The potential of most companies’ exogenous stakeholders — clients,
suppliers, investors, bankers, consultants, etc. — is frequently ignored
or used only to a small degree. Because of this situation, these
stakeholders do not contribute enough to generating value added
for the company and to obtaining competitive advantage.

The ascertainment by many reputable specialists of the need to
elaborate and to practice a new type of management that is radically
different from the management predominant in the present —
management focused on stakeholders. This idea is very well
formulated by the renowned Freeman (2017, p. 7) in the foreword
of a well-known book edited by Andriof, Waddock, Husted, and
Rahman (2017): “the need for a new era of management thinking
and one based on the idea of stakeholders. We need to rewrite
management theory and practice”.

Reconceptualization, based on the stakeholder theory, of a firm
as a “multi-purpose entity” (Crane, Palazzo, Spence, & Matten,
2014). This reconceptualization “opens” the door for “de facto”
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integration of the stakeholders in the company’s strategy, func-
tioning, and performance.

Refocusing of the top managers’ cooperation on all stakeholders.
“Statement on the Purpose of Cooperation” (International Council
for Small Business, 2019), adopted by 185 leading USA CEOs in
2019, states: “We share a fundamental commitment to all of our
stakeholders. We commit to:

® Delivering value to our customers. We will further the tradition
of American companies leading the way in meeting or exceeding
customer expectations;

e Investing in our employees. This starts with compensating them
fairly and providing important benefits. It also includes sup-
porting them through training and education that help develop
new skills for a rapidly changing world. We foster diversity and
inclusion, dignity and respect;

¢ Dealing fairly and ethically with our suppliers. We are dedicated
to serving as good partners to the other companies, large and
small, that help us meet our missions;

e Supporting the communities in which we work. We respect
the people in our communities and protect the environment by
embracing sustainable practices across our businesses;

¢ Generating long-term value for shareholders, who provide the
capital that allows companies to invest, grow and innovate.
We are committed to transparency and effective engagement
with shareholders.

Each of our stakeholders is essential. We commit to deliver value to all of
them, for the future success of our companies, our communities and our
country.

11

12

The pandemic has caused many changes in the management of
companies. Among these, we mention the modification to a large
extent of the work conditions for managers and subordinates, new
business difficulties, challenges, and opportunities with customers,
suppliers, partners, bankers, and communities. These elements — and
many others — make necessary new and performant managerial
approaches in the relationships with all major endogenous and
exogenous company stakeholders. Already, many specialists
(Levenson, 2020; Teece, Raspin, & Cox, 2020) are asking for new
business models capable of attracting and using better competences
and other resources of companies’ stakeholders to the benefit of all
parties involved.

In the context generated by COVID-19 crisis, certain specialists
(Battilana & Casciaro, 2021) argue the need to revamp boards in the
companies and to give more power to employees and stakeholders.
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Societal Arguments

1

Harvard University mathematical biologist Martin Nowak, in
2006, discovered that natural cooperation is the third fundamental
principle of evolution besides mutation and natural selection
(Nowak, 2006).

Human beings are more cooperative and less selfish than most people
believe. Organizations should help us embrace our collaborative
sentiments (Benkler, 2011).

Societal requirements — formulated by many prestigious specialists
based on valuable studies — propose to reframe capitalism in terms
of stakeholder theory so that we come to see business as creating
value for the stakeholder. We should move stakeholder theory
to the centre of our thinking about business (Freeman, Harrison,
Wicks, Parmar, & De Colle, 2010).

More recently Edward Freeman and Heather Elms argued that the
social responsibility of business is to create value for stakeholders,
indicating customers, suppliers, employees, communities, and other
shareholders (Freeman & Elms, 2018).

Transition in the national and international economy, from compe-
tition between companies to competition between networks of
companies’ stakeholders. We have competing networks of stake-
holders, where one competing network is in competition with others
(Freeman et al., 2010). As a consequence, all relevant companies’
stakeholders should be integrated in networks capable of competing
successfully in local, regional, national, and international markets
and environments.

Increase in the societal challenges and requirements versus compa-
nies in the context of the COVID-19 pandemic, which is a global
societal crisis (Boston Consulting Group, 2020). In many countries,
the state has acted in order to help companies to maintain supply
chains, jobs, distribution networks, financial capacities, etc.
Consequently, companies need to make many changes in their
relationships with stakeholders involved in these processes —
suppliers, subordinates, customers, bankers, financial intermedi-
aries, and others (see, e.g., BCG, 2020; Carlsson-Szlezac, Reeves,
& Swartz, 2020; Gjaja, Feste, Hansell, & Hohner, 2020; King,
Wald, & Manly, 2020; Waldron & Wetherbe, 2020). Better and
effective work and business relationships with major stakeholders
will decrease the negative effects for companies, people, commu-
nities, businesses, and for the entire society in the future.
Corporate leaders, according to several reputed specialists, are
rethinking the role of business in society. Companies need to add
a lens to strategy setting, one that considers what we call total
societal impact, which is the total benefit to society from company’s



8 Instead of Introduction

products, services, operations, core capabilities, and activities (Beal
et al., 2017).

In the context of the COVID-19 pandemic, the necessity to rethink
the role of business in society has been emphasized by important
organizations and specialists (BCG, 2020; Ghose, 2020; Levenson,
2020; Radjou, 2020).

In the context of the COVID-19 pandemic, even the replacement of
capitalism with a new system called a “frugal economy” has been
proposed. “A frugal economy centred on stakeholders” strives to
create more economic, social, and ecological value while simulta-
neously wisely optimizing the use of all available resources. A frugal
economy aims to do better with less, by making the most of all
existing resources to maximize the value for all stakeholders
(Radjou, 2020).

Why Is Stakeholder Management Possible Now, in the
Current Context?

Organizational Arguments

1

Manifestation in companies of a very strong tendency of moderniza-
tion of resources and activities is becoming and acting as ecosystems
capable of, and open to, intensive innovation and change.
Transformation of an increasing proportion of companies into
knowledge-based organizations, which possess the necessary vision
and resources, especially the knowledge and information, to remodel
them according to the new challenges, necessities, and opportunities.
Transformation of a large percentage of companies into learning
organizations, amplifying substantially companies’ and their man-
agers’ and executants’ capacity to innovate and to remodel themselves.
Rapid digitalization of companies and the business environment,
at a faster rate in the pandemic context, enhances and accelerates
the use of knowledge and information, the communication and the
consultation with the companies’ stakeholders, both internal and
external, actually and potentially.

Amplification of the information and knowledge is retained, shared,
and used by the companies, their components, and the other
stakeholders.

Proliferation at the level of companies focused on sustainability and
corporate social responsibility, which make them more open and
proactive to their stakeholders.

In the COVID-19 pandemic context, many companies, in every
country, in order to survive and to continue their activities, have
successfully made, in just a few months, many major changes,
proving their remarkable organizational transformation capability.
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The pandemic crisis has emphasized companies’ openness and
willingness to change their receptiveness to new elements from
both inside and outside the organization.

Increasing openness of companies to make organizational changes.
According to a survey published by Harvard Business Review, in
2018, 47% of companies reported that in order to survive they
needed to reinvent their business every three years or less, and in
2020, the number jumped to 58% (Zhexembayeva, 2020).

Managerial Arguments

1

The deep transformation of the management practices in numerous
companies — corporations and large companies being in pole
position — by quasi-continuous innovation and change. The trans-
formation of management practice has been amplified and acceler-
ated during the pandemic crisis.

The appearance in quite a large number of companies of new
managerial dimensions — previsional, innovational, flexible, motiva-
tional, methodological, informational, formative, participative, sys-
temic, and international — but still not sufficiently used and valorized
by companies.

Seizing, taking into consideration and valorizing to a large extent by
numerous companies’ managers of the huge potential of the new
organization resources — information, knowledge, and intellectual
capital.

Awareness of a large number of managers of the company’s many
categories of stakeholders’ existence and the major impact on it —
clients, suppliers, managers, executants, shareholders, investors,
bankers, etc.

Discovering that managers can more effectively respond to hardship
when they activate a shared emotional connection — referred to
as “shared passion for place” — with the internal and external
stakeholders. This represents a new path to organizational resilience
(Hernandez, 2019).

Development in numerous companies of specific and effective
managerial mechanisms for certain important stakeholder categories
is very useful and capable of generating high performance. The most
widely used and most performant of such mechanisms are the
Customer Relationship Management (CRM) and Supply Chain
Management (SCM).

Developments under environmental challenges and demands for
certain stakeholder categories (e.g. local communities, company
employees) are of specific managerial approaches with human
and ecological dimensions like corporate social responsibility
(CSR).
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8 The recent formulation of “the thesis that a combination of the focus
on the management process with the stakes of the companies’
stakeholders could represent to the present necessities and realities
an alternative solution for obtaining sustainability” (Sadun, Bloom,
& Reenen, 2017).

9 Remodelling of the organization and employee culture, placing
emphasis on the novelty, creativity, change, flexibility, participation,
and adaptability amplified by the impact of the COVID-19 pandemic.

10 Manifestation, because of the mutations in the company environ-
ment associated with the transition to the knowledge- and
digitalized-based economy and society — both in management science
and management practice — of numerous innovative ideas and
approaches, which continue to be amplified and diversified, in order
to increase company performance and sustainability.

11 Identification of the necessity and possibility of radically remodel-
ling an organization’s management by the great number of
renowned management scientists and top managers from presti-
gious companies and the formulation by them of appeals and urges
in this respect. Among these, we mention the “Renegade Brigade”
(Hamel 2009) and the strategic document adopted at the Davos
Forum in 2017 called “The Compact for Responsive and
Responsible Leadership — A Roadmap for Sustainable Long-Term
Growth and Opportunity” (World Economic Forum, 2017). In the
Renegade Brigade Manifesto (Hamel, 2009), 136 leading profes-
sors, consultants and managers from the USA, Europe, and Canada
concluded that “the modern management” (management 1.0),
which dates back to the late nineteenth century, has reached the
limits of improvement. They have laid out a roadmap for re-
inventing management proposing to construct management 2.0,
taking into consideration 25 management’s grand challenges,
which are summarized in Table 1.1.

According to the Renegade Brigade, the management should solve
the following paradox: organizations must become more adaptable,
innovative, and inspiring, without getting any less focused, disciplined,
or performance oriented.

The strategic document “The Compact for Responsive and Responsible
Leadership — A Roadmap for Sustainable Long-Term Growth and
Opportunity” has been elaborated by 100 leading businesses and was fi-
nally adopted by all participants at the Davos Forum 2017 (World
Economic Forum, 2017). According to this document, there is a need for a
compact that recalibrates the relationship between public corporations and
their major investors and conceives of corporate governance as a colla-
boration among corporations, shareholders, and other stakeholders
working together to achieve long-term value and resist short termism.
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Table 1.1 Management's grand challenges

Ensure that the work of management serves a higher purpose

Fully embed the ideas of community and citizenship in management
systems

3 Reconstruct management's philosophical foundations

4 Eliminate the pathologies of formal hierarchy

5. Reduce fear and increase trust

6. Reinvent the means of control

7

8

9

=

Redefine the work of leadership
Expand and exploit diversity
Reinvent strategy making as an emergent process

10. De-structure and disaggregate the organization

11. Dramatically reduce the pull of the past

12. Share the work of setting direction

13. Develop holistic performance measures

14. Stretch executive time frames and perspectives

15. Create a democracy of information

16. Empower the renegades and disarm the reactionaries
17. Expand the scope of employee autonomy

18. Create internal markets for ideas, talent and resources
19. Depoliticize decision-making

20. Better optimize trade-offs

21. Further unleash human imagination

22. Enable communities of passion

23. Retool management for an open world

24, Humanize the language and practice of business

25. Retrain managerial minds

Adapted from “Moon Shots for Management” by G. Hamel, 2009, Harvard Business
Review, 87(2), 91-98. Retrieved from https://hbr.org/2009/02/moon-shots-for-management

Disagreement among stakeholders is best resolved in a transparent and
respectful manner, de-escalating conflictual stances wherever possible. Each
manager participant as a responsive and responsible leader has undersigned
and committed to acting within the remit of his/her responsibilities, duties,
and influence to promote meaningful engagement between the board, in-
vestors, and other stakeholders who builds mutual trust and effective
stewardship, and promotes the highest possible standards of corporate
conduct, and to implement policies and practices within the organization
that drive transformation towards the adherence to long-term strategies and
sustainable growth for the benefit of all stakeholders.

12 Enhancement of the managers’ professionalization trend: professional
manager possesses the high management and business knowledge
level and a vision focusing on change, innovation, and participation,
being capable to initiate and practice a new management type in the
relationship with the companies’ stakeholders, and valorizing their
large potential in a win-win approach. The companies managed by
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high-level professional managers have been able to face much better
the COVID-19 pandemic challenges and threats and to “catch” and
use better the new opportunities.

Development in the COVID-19 pandemic context of new managerial
approaches regarding the company strategy, leadership, management
of human resources, organizational culture, CRM, SCM, and others
allows the company management to cooperate better and in a
more performant manner with many major internal and external
stakeholders — managers, subordinates, suppliers, customers, local
communities, state authorities, etc. Among these new or substantially
remodelled concepts and approaches, we mention the HEART frame-
work (Waldron & Wetherbe, 2020), an agile strategy (Heichler,
2020; Romeo, Moukanas, & Rung, 2020; Teece, Raspin, & Cox,
2020), resilience (Chaturvedi, Dey, & Singh, 2020; Kaplan, 2020;
Levenson, 2020), adaptive leadership (Ramalingam, Nabarro,
Oqubay, Carnall, & Wild, 2020), contingency planning (Levenson,
2020), transformational response (King et al., 2020), and multi-
stakeholder capitalism (Romeo et al., 2020).

Societal Arguments

I

II

This category of arguments is represented firstly by tendencies in an
organizational environment that enable and make possible the im-
plementation of stakeholder-based management. They are presented
largely in Chapter 3 of this book. Here we just enumerate them:

1 Increase of business environment complexity, dynamism, and
volatility.

Economy and society digitalization.

Work intellectualization.

Internationalization of all activities.

Multiculturalization of the labour force.

Nanotechnologization and biotechnologization.
Comprehensive networking in the society and economy.
Sustainable ecologization.

Intensification and diversification of state interventions in the
economy.

10 Development of a powerful educational-formative dimension.
11 Multidimensional remodelling/reshaping of the markets.

O 0 O\ L A WD

Some of these trends are very complex, influencing not only the
possibility of company management focusing on the stakeholders
but also the need to do this in order to survive and be sustainable.

From a societal point of view, the COVID-19 pandemic has
increased the awareness of the society regarding the need to make
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profound changes in all its components, including the business
environment and companies. Because of this, the society is more
open to profound changes in all fields. Moreover, many specialists
(Narayandas, Hebbar, & Li, 2020; Romeo et al., 2020; Tarabishy &
Carayannis, 2020) have stressed that given more attention and
consideration to stakeholders represents the main option to remodel
society, business, and especially companies. The Global Risks
Report 2020, presented at the World Economic Forum 2020 in
Davos, stresses the need for a multi-stakeholder approach to
addressing the world’s greatest challenges (World Economic
Forum, 2020). In fact, at the World Economic Forum’s 50th annual
meeting in Davos-Klosters, the focus was “Stakeholders for a
cohesive and sustainable world”.

I More than this, according to Joly (2021) — one of the best American
companies CEO — has started stakeholder era, in which we need
a refoundation of business and capitalism, and business leaders
who prioritize common good and recognize the humanity of all
stakeholders.
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2 Transition to the Knowledge-
Based Economy and the Digital
Economy — The Context of the

Company Management,
Stakeholder, and Social
Responsibility Approach

Knowledge Revolution

The formulation “knowledge revolution”, although increasingly used
in recent decades, is not sufficiently well known and utilized at inter-
national level. Certain people could see it as just a replacement for the
“information revolution” or a “tautology”, while others could replace
“knowledge revolution” with “digital revolution”. Although there is a
close connection between the information revolution and the knowledge
revolution, the latter is quite different from several points of view:
genesis, scope, foundation, nature and economic, social, scientific, edu-
cation, and ecologic performances (Burton-Jones, 1999). In the last few
years, the “formula industrial revolution 4.0” has frequently been used.
In this book, we continue to utilize the term “knowledge revolution”,
because we believe that it suggestively reveals the new essential element
involved in the present revolution — knowledge. The term “industrial
revolution 4.0” hides the new content of the knowledge revolution and
does not help to seize, understand, and take it into consideration.

Essentially, the knowledge revolution refers to a fundamental change
from an economy based mainly on physical resources to an economy
based predominantly on knowledge (Foray, 2009; Nicolescu &
Nicolescu, 2011; Stewart, 1998b). This revolution is based on the de-
terminant roles of knowledge within the modern economy. During the
last few decades, we have noticed and taken into consideration
the increasing economic impact of technology, information, economic
processes, human capital, organizational capabilities, and competences,
all very closely connected to knowledge. Each of these factors sepa-
rately approached reveals the extremely valuable elements with huge
pragmatic implications. Their common denominator is represented
by knowledge, and these factors are actually being the ways to
individualize and operationalize that knowledge.

From ancient times, wealth and power have been associated with the
possession of physical resources. Traditional production assets — land,
machinery, buildings, etc. — were predominantly of a physical nature.
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For this reason, the need to have comprehensive and deep knowledge
has been limited. Industrial revolutions in previous centuries were
based to a large extent on steam power, the physical strength of human
beings, and financial capital.

In recent decades, this situation started to change significantly, and
the wealth and power of the twenty-first century — especially in the
developed economies — are generated mainly by intangible intellectual
resources, by knowledge capital. The knowledge revolution is a com-
prehensive and profound process generating essential mutations in all
components of social activities, similar as intensity with those produced
by industrial revolution.

Today, we are in the first stages of a knowledge revolution. The pro-
ducts and services are — from the knowledge point of view — more
intensive than in the previous periods. Knowledge tends to become the
main characteristic of many activities, more than the products and services
produced (Cairncross, 1997). The impact of the knowledge revolution
becomes visible through the market’s volatility, the uncertainties regarding
the direction of economic activities, the change in the knowledge structure
of product costs and prices, the modification of jobs and careers, the
perceived uncertainties of many people, and so on.

A knowledge-based economy is the result of the knowledge revolution,
which is rapidly growing in the developed countries and — gradually — in
other countries.

The knowledge revolution fulfils the change from a capitalist
economy to a knowledge-based economy,' and it is, according to ex-
perts from the Denmark Ministry of Economy and Public Finance, a
very complex process (Burton-Jones, 1999). In their opinion, in-
formational technology and communication have an essential role in
fulfilling the knowledge revolution. The new information and com-
munication technologies determine radical changes in economic and
social activities and, concomitantly, in the ways to acquire, create,
disseminate, and use the knowledge. The new informatics and com-
munication technologies determine the substantial modifications in
organizations and in the methods used by producers of goods and
services. The proliferation of these new technologies and the changes in
the role and function of knowledge generate profound mutations in the
modalities in which people work, learn, entertain, and communicate. In
the economy, as a general result of the changes mentioned, knowledge
becomes the essential factor in the attainment of high productivity and
competitivity by companies, industries, national economies, and the
world economy.

According to the renowned specialist Hamel (2002), the economic
revolution in the twenty-first century is characterized by complex and
non-linear behaviour in technology, competition, and global markets,
which are very closely interconnected and demand continued innovation
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Figure 2.1 The typology of the causes.

Adapted from Organizatia si managementul bazate pe cunostinte (p. 156), by O. Nicolescu
and C. Nicolescu, 2011, Prouniversitaria.

in order to create competitive wealth. In his opinion, the transition in the
last few decades from an industrial-type economy to the new economy
has involved three stages: innovations in products and services, in-
novation in business processes, and innovation in the entire economic
thinking.

In the rich literature dedicated to the knowledge economy and
knowledge society, the approach of causes generating a knowledge re-
volution is — in our opinion — only sporadic and not comprehensive,
usually indicating mainly the new information and communication
technologies. According to our analysis (Nicolescu & Nicolescu, 20035;
Nicolescu & Nicolescu, 2011), the knowledge revolution is generated by
three categories of causes (see Figure 2.1).

A Technical and technological causes refer to the essential changes
made in the material factors of production, both in the hard
equipment and in the soft technologies. In our opinion, the profound
technical and technological changes contributing to the generation
of the knowledge revolution deal with:

a Mutations in information processes, based on informatic tech-
nologies, are often digital, which generate a huge increase and
acceleration of the information and explicit knowledge collec-
tion, recording, transportation, dissemination, use, and deposit.
In the economy, informatization determines the co-evolution of
the demand and offer and radical changes in the business nature
and dynamics (Mertens, 2004).

b Profound changes in communication processes, which have as a
consequence, greatly increased the capacity to transmit and to
receive complex information and knowledge, despite distance,
frequently in real time and often in ways similar to direct human
communication, among a large number of individuals and
organizations. Telecommunication has become more and more
important, effective and efficient in the present economy.
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¢ Atoms process mutations, mainly by using new technologies —
nanotechnology — generating new materials, intelligent raw
materials, micro mechanisms, etc., having amazing properties
and performances. Nanotechnologies influence the economy and
social development in multiple ways.

d Living cells process mutations, through biotechnologies, which
are able to generate genetic changes in all components of the
animal and vegetable kingdom. As a consequence, the yelling
of plants and animals is substantially increased, and new
superior plant varieties and animal breeds are created. All these
biological products, which are very productive, incorporate
quantities of big knowledge.

e Unconventional energy (ubiquitous energy) production and
use — solar, wind, geothermal, and green energy, which are
unlimited, cheaper, and cleaner than the classical energy.

Recently, the study “An MIT SMR Executive Guide” by Segars (2018)
was disseminated, which deals with the content and impact of new
technologies. It announces “the universal technological revolution, one
that is fundamentally altering four key realms of our world: commerce,
health care, learning and environment”. In this study, seven classes of
technology that are driving by a universal revolution are revealed:

Pervasive computing: embedded proactive, networked digital pro-
cesses;

Wireless mesh networks: high bandwidth, dynamic, wireless, smart
connectivity;

Biotechnology: technologically created and enhanced life forms and
system;

3D printing: digitally designed, chemically manufactured objects;
Machine learning: augmented, automated data analysis;
Nanotechnology: engineered atoms, super-materials;

Robotics: precise, agile, intelligent mechanical systems.

According to the author, each of these technologies exhibits three dis-
tinctive and rapidly evolving capabilities:

intelligence — the ability to sense or predict an environment or situation
and act on that knowledge; natural interface — the ability to align with
the actions, traits and intuitive schemes of humans, as well as the
physics of nature; ubiquity — the ability to be omnipresent in previously
discrete transactions, objects, machines and people. (Segars, 2018)

All presented elements regarding the new technical and technological
mutations indicate an increase in their influence on the society and the
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economy, based on the high incorporation of new productive and so-
phisticated knowledge.

B

Human nature causes, which reflect major changes in human
resources, in work processes, in the capacity, and modalities to
innovate and to generate value added in organizations. We synthe-
size these mutations in the following manner:

a

Quantitative and qualitative changes in the human resources
level of education and knowledge. From a quantitative point of
view, we can see — especially in the developed countries — that
the entire population is involved in the education system and in
the lifelong learning process. From a qualitative point of view,
we can see the radical changes in the teaching and learning
processes at every level of the educational system. The theore-
tical dimension of education is decreasing, concomitantly with
the amplification of the methodological pragmatic dimension,
with active training methods becoming, gradually, predominant
in all educational system components.

All the aforementioned changes in the educational processes
have, as a direct effect, the acquisition by all people — albeit to
different degrees — of a higher capacity to create, assimilate, use,
and valorize knowledge. As a consequence, the productive
capacity of human resources is much higher than in the last
century, concomitantly with the transformation of knowledge
into the main economic “fuel”, and it determines decisively the
productivity and the performance of individuals and organiza-
tions.

In this context, the innovation availability and capacity of
human resources are increasing. Innovative people represent
one of the three determinant factors that contribute to innova-
tion (Manso, 2017). New types of education, new technologies,
and actual market demands generate simultaneously extremely
high possibilities and necessities for innovation. In all fields —
technical, commercial, production, finance, education, ecologic,
legislative, social, etc. — innovation is quasi permanent.
Intellectual work becomes, in almost all economic activities,
predominant and/or makes a decisive contribution to achieving
performance. As a result, major challenges are taking place
regarding jobs, social composition, the structures, and institu-
tional mechanisms in the economy, science, education, admin-
istration, politics, etc.

Because of all these causes, the nature of work is radically different to the
work done in the previous millennium. To an increasing degree, work
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means collection, combination, generation, and use of knowledge, while
the percentage of physical processes is decreasing. Work tends to be
based predominantly, both quantitatively and qualitatively, on knowl-
edge and information becoming intellectualized.

C

Managerial causes that reflect the major changes produced in the
managerial processes and relationships in the ways used in order
to combine and to utilize the material production factors and the
human resources. The professional management practised in the last
few decades contributes to the knowledge revolution and to building
a knowledge-based economy and knowledge-based society through
its new dimensions and operational modalities (Nicolescu, 2001):

a

Previsional management, consisting in the anticipation of
changes and in the designing of managerial solutions, allowing
organizations to deal with these changes and to valorize their
potential for enhancing performance.
Methodological-applicative management, practising decisions
and actions using to a large extent management systems,
methods, techniques, etc. that increase the organization’s rigour
and efficacity.

Innovational management, which consists in the permanent
renewing of the managerial processes and relationship content
and the modalities to implement them, having many and
substantially direct and indirect positive effects on the function-
ality and performances of the entities involved (companies,
clusters, networks, regions, countries, etc.) (Mitra, 2017). A
2017 PwC poll of 1,379 CEOs in 79 countries indicated that
innovation was the aspect of their business that they most
wanted to strengthen (PricewaterhouseCoopers, 2017).
Flexible management, acting through quasi continued and
intensive modification of the constructive and functional para-
meters of organizations’ management, generating dynamism and
efficacity in the organizations.

Motivational management, managers’ decisions, actions and
behaviours taking into consideration permanently and at a
high level, using special concepts, methods, and techniques,
the interests of the organization’s components and the other
stakeholders, with a direct and significant positive impact on the
organization’s functionality and performance.

Informatized and digitalized management, reflected in the use to a
large extent, and intensively, of modern informatics, hard and soft,
in designing and operating managerial solutions in organizations,
having direct and substantial effects on the speed, rationality, and
efficacy of the business and social processes in these organizations.
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g Formative management, consisting in managers taking into
consideration, in practising their managerial processes and
relationships, the specific formative requirements, through
adoption and implementation of decisions capable of increasing
the level of knowledge and the potential of employees, seen as
major vectors of the organization’s development.

h Participative management, through the implication of the
organization’s employees and other stakeholders, directly and
indirectly, using certain managerial bodies, methods and
approaches, in the analysis and in the solution of many
complex and important problems of the organization, gener-
ating more efficiency. Certain specialists already believe that
today there is a collaborative revolution (Adler, Heckscher, &
Prusak, 2011).

i Systemic management, consisting in the approach to, and
solution of, problems faced by organizations taking into con-
sideration their interdependences, placing in a central position
the organization’s strategic objectives, and considering the
principal endogenous and exogenous variables involved, gen-
erating high multidimensional efficiency.

j Internationalized management, by using in the design, adop-
tion and implementation of managerial solutions, knowledge
and information regarding managerial, commercial, financial,
educational, fiscal, scientific, ecologic, etc. evolutions of the
world economy and its important components, and managerial
concepts, methods or approaches from other countries.

All these types of causes presented determine the knowledge revolution,
which is generating profound and rapid changes in society and the
economy.

Knowledge: Main Characteristics and Roles

The knowledge revolution and the new knowledge economy are based
on knowledge, information, and data. American specialist Burton-Jones
(1999) believes that these three concepts are related as illustrated in
Figure 2.2.

Data is defined as a signal that can be sent from a transmitter to a
receiver — human beings, computers, etc. Information represents in-
telligent data for a receiver, which brings something new to them.
According to Stewart (1998b), information is different from knowledge
in four respects:

e Size, information is usually smaller than knowledge, representing its
components;
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Figure 2.2 Interrelationships among knowledge, information, and data.

Adapted from Knowledge capitalism: Business, work, and learning in the new economy
(p. 6), by A. Burton-Jones, 1999, Oxford University Press.

e Nature, because knowledge always contains “expertise”, elements
that could be used, generating solutions;

e Temporal, since knowledge “expertise” involves time-consuming
implementation, giving it a processual character;

¢ Intelligence, because knowledge makes the objects in which it is
incorporated smart and quite frequently smaller and slighter. The
modern mobile phones are a very good example in this respect.

Despite all these differences, in an organization, separation between
information and knowledge is not always easy to fulfil in practice,
especially when there are more persons involved who interact. There
are situations when what is information for one person represents
knowledge for another, as they have higher intellectual capacity and/or
operational capabilities.

Taking into account the elements presented above, we can assert that
in order to be correct, the delimitation between information and
knowledge should be done contextually, taking into consideration the
framework, the factors involved, and the results generated. In this re-
gard, the specialist Cairncross (1997) demonstrated that distance plays
an important role in the generation and use of knowledge and it “did not
die”, despite the statements made by numerous informaticians.

Burton-Jones (1999) defines knowledge as “cumulative stocks of
information and abilities generated by the receiver’s use of informa-
tion”. In our opinion, this definition should be completed with
two aspects. When the receiver is a human being, knowledge reflects
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his/her perception and judgment on information received as raw ma-
terial. Knowledge is also different from information because it depends
on the intellectual capacity of the receiver, on his/her competencies
regarding the perception, understanding, and use of the information
(Bouchez, 2012; Ichijo & Nonaka, 2007). Knowledge incorporates
information as its main input. Knowledge and information are sub-
stantially complementary (Foray, 2009). The second specification refers
to the fact that knowledge is always different from information due to
its capacity to generate value added (Adler et al., 2011; Bouchez, 2014;
El-Korany, 2007; Mertens, 2004; Russ, Fineman, & Jones, 2010;
Seeley & Davenport, 2006). It is not easy to identify this capacity, but it
is always present in knowledge. Without this capacity, we are dealing
with information or data.

Based on the previous elements, we can say that knowledge has two
dimensions — human and economic. In a company, there is knowledge in
human resources (human capital), in clients’ preferences and demands
(clients’ capital), and in its products, processes, organizational cap-
abilities, and system (structural capital). As a result, the value of
knowledge assets could significantly surpass the value of company tan-
gible assets (Burton-Jones, 1999; El-Korany, 2007).

A few years ago, a group of researchers from several North American
universities (Russ et al., 2010, p. 8) defined knowledge using a mathe-
matical formula:

K=Px(P+S+PxS)

in which:
K = knowledge
P = people
S = systems

P x S = synergy generated by people and systems.

This formula indicates that the processes and systems multiply ev-
eryone’s capacity to create knowledge.

Analyses carried out by many specialists have revealed that in the
present economy, knowledge achieves four essential roles or functions
(see Figure 2.3).

Knowledge as raw material contributes to a large extent to producing
modern products. It is obvious that in manufacturing a computer or TV,
besides metal and plastic, a lot of knowledge is involved. Moreover,
knowledge represents a major part of the value of these products.

Knowledge also represents an essential production factor, because to-
gether with classical production factors — labour force and production
means — knowledge, often structured as technology, plays a part in all
production and commercial phases. Of course, the more modern a company
is, the more contributions the knowledge used makes as a production factor.



Transition to the Knowledge-Based Economy 25

Raw material

1

. KNOWLEDGE .
Capital 4 ROLES 2 | Production factor

3

Product

Figure 2.3 Knowledge roles in economy.

Knowledge represents very frequently a finished product itself, such as
software, a technical project, card, patent, quality standard, marketing
analysis, business plan, ecological project, management project, etc. In
recent years, we have witnessed in the fast diversification of knowledge
products, concomitantly with an increase of their weight in companies’
turnover and in countries” GNP.

It is worth mentioning that at the same time, the majority of physical
products incorporate much more knowledge. High-tech products -
computers, telephones, satellites, TV sets, drones, robots, etc. — are
“richer” in knowledge, which determines “de facto” their high perfor-
mance and value.

In the total value of modern companies, knowledge capital tends to
represent a high weight. Although intangible, the knowledge of com-
panies, human resources, technologies, commercial management, fi-
nancial know-how, etc. has high value, which is more frequently
evaluated and taken into consideration in the companies’ value on the
stock exchange.

All the elements presented in this section demonstrate the multiple
and essential roles of knowledge in companies, national economies,
and the world economy. In practice, without knowledge none of the
socio-economic entities — micro, mezzo, macro, international — could
survive and work successfully. Knowledge represents in the modern
economy the main stock of accumulation and the major source of
wealth (Bouchez, 2014). Moreover, “knowledge not only makes for a
more productive and resilient economy but it can also lead to the kind
of agility and problem-solving ability that is especially needed in
the face of sudden unanticipated shocks” (Mokyr, 2020), like the
COVID-19 pandemic.
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Knowledge-Based Economy Concept

Before defining and characterizing the knowledge-based economy,
we consider it useful to present the three elements that in the opinion
of Stewart (1998a, pp. 14-18) represents the pillars of this type of
economy:

a Knowledge becomes the main content of the purchase, sale and
production processes. In order to demonstrate this, Stewart presents
numerous figures regarding the economy of the USA.

b  The knowledge asset — a component of intellectual capital — becomes
more important than financial and techno-material assets. In the
past, when we referred to a company we indicated the building,
deposits, etc. — mainly physical assets. In the present we usually
indicate its brand.

¢ In the process of valorizing the knowledge and the intellectual
capital, and obtaining the intellectual property are needed new
terminology, new managerial methods and techniques, new tech-
nologies, and — not the last — new strategies. In other words, the
knowledge-based economy is a new type of economy that needs new
concepts and approaches in order to be able to describe, explain,
understand, and - against this new background - valorize its huge
potential.

Of course, we may have some doubts about these three pillars, especially
regarding their capacity to synthetize the quintessence of the knowledge-
based economy. We consider them very useful, as they are able to
bring to the foreground the essential features of the knowledge-based
economy, which is very necessary to understand its content.

Specialists® opinions regarding the definition of the knowledge-based
economy or the new economy are rather different. For example, Soete
(2002), in a very well-known book edited by Archibugi and Lundvall,
defines the knowledge-based economy as an economy dominated to a
large extent by global influence and information and communication
speed, often in real time despite the distance. They believe that its main
features are globalization and digitalization, which confer intangibility
on international transactions, both commercial and direct investment.
The knowledge-based economy involves the emergence of new compa-
nies and new industries.

Examination of this definition reveals that actually the specialists ap-
proach the new economy almost entirely from informatization and in-
ternationalization perspectives. They do not realize the essential
difference between information and knowledge, and without this land-
mark, the “new economy” refers less to the economy (except its inter-
national dimension) and more to the development of communication
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within the economy. Although their approach contains valuable ele-
ments, it is not satisfactory because it does not grasp and take into
consideration the major changes in the business processes. We appreciate
that their approach represents a very interesting and useful definition of
the “new economy” in the transition phase towards a knowledge-based
economy.

Stewart approaches the knowledge-based economy in greater depth,
always using this denomination without referring to the “new
economy”. He specifies that the knowledge-based economy has money
in view — because it is an economy — in the context of purchasing,
producing, and selling knowledge. The knowledge-based economy has
its background intellectual capital (Stewart, 1998a). Knowledge — the
foundation of the knowledge-based economy — is important not only
for high-tech companies but also for companies with a low technical
level, non-profit organizations, governmental agencies, etc. Stewart’s
definition outlines the fact that in the knowledge-based economy, the
elements of an economic nature, reflected in the priority given to
business performance, remain essential. This is changed only for ob-
taining business performance. Stewart’s second major contribution is
“knowledge debunking”, outlining that knowledge is not limited only
to high technologies, sophisticated software or hardware etc.
Knowledge is an approach with an emphasis on economic finality, on
its capacity to generate value added, despite its nature, modernity or
incorporated information.

The knowledge-based economy also means the development of a new
culture in the society, which determines profound changes in our way
of thinking, working, and living (Caspar, 2014). The very well-known
international organization the OECD has formulated the following de-
finition of a knowledge-based economy: “an economy based directly on
the production, distribution and use of knowledge and information”.
This definition has been adopted in many countries and also by the
European Commission. It was included in a study edited by the
European Union (European Commission — Directorate-General for
Enterprise and Industry, 2004, p. 5). In such an economy, there is a high
degree of connectivity among the involved agents, and knowledge is used
and exploited in all ways possible in business activities (Atkeson &
Kehoe, 2007).

World Bank specialists have elaborated another definition: “[A]
knowledge economy is one where organizations and people acquire,
create, disseminate and use knowledge more effectively for greater eco-
nomic and social development” (World Bank, 2017). It calculates the
knowledge index, which evaluates countries’ ability to generate, adapt,
and diffuse knowledge.

We have started from these definitions; we have analyzed other ap-
proaches to the knowledge-based economy (Castells, 2010; Dumova &
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Fiordo, 2010; Foray, 2009; Jouyet & Lévy, 2007; Mallovan, Liqueéte, &
Verlaet, 2015; Powell & Snellman, 2004); we have taken into con-
sideration certain definitions of previous economic types (capitalism,
feudalism, etc.); and, based on these, we have formulated another defi-
nition for the knowledge-based economy. Essentially a knowledge-based
economy is characterized by the transformation of knowledge into
essential raw material, capital, product, and production factors of an
economy, and by economic processes within the knowledge generation,
purchase, sale, learning, use, development, sharing, storage, and the
protection become predominantly, and decisively determine the pro-
ductivity, the profit, and the long-term sustainability.?

We believe that this definition of a knowledge-based economy brings
some important supplementary elements compared with the previous
variants of definitions:

a It indicates the role and economic functions of knowledge within
economic processes, outlining its multidimensionality and compre-
hensive character never found so far for other elements involved in
€CONOMIC Processes;

b Tt specifies that knowledge transformation represents the main
content of economic processes, the types of knowledge operations,
and their major contribution to the generation of value added;

¢ It asserts the conditioning relationship between the obtaining of
economic performance and sustainability on the one hand, and the
carrying out of the set of knowledge processes and the using of
intellectual capital on the other, integrating, of course, classical
resources (technical-material, labour force, financial, etc.).

The highlighting of the superior qualitative nature and the specificity
of the knowledge-based economy does not mean a unilateral approach
to the economic system. Naturally, a knowledge-based economic system
could not be reduced only to knowledge. All inputs necessary for eco-
nomic activities are maintained. They changed their weights in the eco-
nomic circuits and partially their nature and manifestation ways because
of the major impact of the knowledge.

Without any doubt, although the economic processes will change,
they will always need human, technical-material, and financial re-
sources, but in superior configurations and mechanisms, determined by
the progress in previous periods by new elements. It is very important
that political factors from numerous countries have picked up on the
need to construct a knowledge-based economy. At the Lisbon Summit
in 2000, EU countries decided through the Lisbon Strategy to build
a knowledge-based economy (The Lisbon European Council, 2000).
Ten years later, in the EU Strategy 2020 for 2010-2020, it is
planned to develop a knowledge-based economy or smart economy
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(European Council, 2010). Today’s engine of economic growth, re-
presented by the knowledge-based economy, “may lessen the long-
term economic impact of the COVID-19 pandemic” (Mokyr, 2020).

Knowledge-Based Economy Features

The identification and presentation of the main characteristics of the
knowledge-based economy contribute to the better understanding of its
specificity and of the many and major impacts on all economic and social
elements in the society. In Figure 2.4, we have indicated what the most
relevant characteristics of the knowledge-based economy are, according
to our research (Nicolescu & Nicolescu, 2019), which are largely dif-
ferent from the characteristics established by other specialists (European
Commission — Directorate-General for Enterprise and Industry, 2010;
Garmise, 2006; Grant, 2007).

Of course, these features of the knowledge-based economy are not
exhaustive and some of them are more difficult to fully understand due
to their specific nature. But all together, they provide valuable elements
in order to grasp the specificity of the knowledge-based economy
and the essential differences compared with the economy that is still
predominant at present.

Digital Revolution and Digital Economy

The digital revolution started a few decades ago, and there are many and
very diversified approaches. Recently, the specialists Unruh and Kiron
(2017) proposed a framework for understanding digitalization and its
implications, which in our opinion is very helpful (Figure 2.5).

In fact, in this framework, the three phases of the digital revolution are
presented:

e The first phase is digitization, which refers mainly to the products
and services changed from analogue to digital format. Digitization
has happened first in sectors where products and services rely just on
information (publishing, music, finance), and it has been slower, for
more tangible, physical products. The main result of the first phase
of digital revolution has been digitized products and services.

® The second phase — digitalization — has focused on organizational
level, involving industries in which have been developed new
business models and business processes capable of valorizing the
benefits to the newly digitized products. In this phase, new types of
companies, like Apple, Amazon, etc., have started and developed
rapidly. Digitalization has not been limited only to the business
sector but spreading to the public sector too. The main result of this
phase is new organization models and processes.
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Figure 2.5 A framework for understanding digitalization.

Adapted from “Digital transformation on purpose” by G. Unruh and D. Kiron, 2017, MIT
Sloan Management, p. 3. Retrieved from https://sloanreview.mit.edu/article/digital-
transformation-on-purpose/
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e The third phase — digital transformation — has occurred at the level
of the entire economy and society, because of the large-scale
diffusion to the new technologies. Digital technologies alter indivi-
dual and group values, decisions, actions, and behaviours. Digital
technologies transform everything (Nicolescu & Nicolescu, 2005) at
the individual, organizational, and societal level. They even trans-
form the human genome (Unruh & Kiron, 2017). The main results
of this phase — which is continuing rapidly — are the major changes in
the economy and in the society, structures, mechanisms, behaviours,
and performances. These transformations are both positive and
negative.

The technologies that make a major contribution to digital transfor-
mation, and will have a tendency to increase their impact in the next
decade, are the following: the Internet of Things (IOT) and connected
devices, artificial intelligence (Al), big data analysis and cloud, custom
manufacturing and 3D printing, robots and drones, pervasive com-
puting, biotechnology, machine learning, nanotechnology, social media
and platforms and autonomous vehicles (Ben-Ner & Siemsen, 2017;
Fisher, 2017; Pigni, Piccoli, & Watson, 2016). According to a recent
study (Segars, 2018), combining the capabilities of these technologies
will give rise to even more powerful super-technologies that will open a
new digital frontier.

The digital revolution has multidimensional effects, not only techno-
logical but also economic, ecologic, human, etc. Certain specialists, like
Becerra (2017) from the Boston Consulting Group, in his speech at the
Davos Forum in 2017, believe that the digital revolution is not about
technology, but it is about people.

We present a selection of the major effects of the digital revolution
based on the works of representative specialists and organizations in the
field (Bukht & Heeks, 2017; Dahlman, Mealy, & Wermelinger, 2016;
Meyer, 2017; Rifkin, 2016; Schwab, 2016; World Economic Forum &
Accenture, 2018):

change of consumer expectations;

cheap and better technologies;

falling cost of advanced technologies;

product enhancement;

development of collaborative innovation;

cheap connection and a more connected world;

rapid proliferation/extension of networks;

three big impacts on the labour markets: substitution, augmentation,
and creation;

e disruption of existing economic processes, systems, and sectors;
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e reshaping of existing consumer behaviour, business interaction, and

business models;

restructuring of the economy and society;

deepening inequality in society;

decreased trust in all technology sectors;

positive contribution to the decoupling of economic growth from an

increase in emissions and resources;

increased productivity in many sectors;

* new opportunities for leisure, artistic expression and a healthier
future;

e generation of new risks, challenges, and opportunities for indivi-
duals, organizations, economies, and societies.

The generic results of the digital revolution are — according to its three
phases — a digital sector, digital economy, and digitalized economy, as we
can see in Figure 2.6.

The figure reveals explicitly the content of each of them and the re-
lationships among their content. The digital economy is defined as “that
part of economic output derived solely or primarily from digital tech-
nologies, with a business model based on digital goals and services”
(Bukht & Heeks, 2017, p. 1). The digital economy “encompasses both
the core digital sector and also the broader range of extensive digital
activity, without claiming that all digitized activity is part of the digital

| Digital economy | Precision

agriculture

e-Business

Digital services | | Platform economy |

Digital (IT/ICT) Sector Sharing
e-Commerce economy

Hardware Software & IT
manufacture Consulting

Information
Industry 4.0 services

Algorithmic economy

Figure 2.6 Scoping the digital economy.

Telecommunications Gig economy

Adapted from Defining, conceptualising and measuring the digital economy (p. 13), by
R. Bukht and R. Heeks, 2017, https://diodeweb.files.wordpress.com/2017/08/diwkppr68-
diode.pdf.
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economy” (Bukht & Heeks, 2017, p. 13).> The dimension of the digital
economy is huge: its total value reaches USD 2.9 trillion (Gada, 2016).
The digitalized economy is the result of the digital transformation, and it
is more comprehensive quantitatively and higher from a qualitative point
of view than the digital economy.

Digital business is different from traditional business in many respects.
According to a recent investigation (Kane, Phillips, Copulsky, & Andrus,
2019), the biggest six differences are the following: pace of business
(speed, rate of change), culture and mindset (creativity, learning risk
taking), flexible, distributed workplace (collaboration, decision-making
transparency), productivity (streamlined processes, continuous im-
provement), improved access to use of tools (greater data availability,
technology performance), and connectivity (remote working, always on).
During the recent period, within COVID-19 context, digital business
development has accelerated, proving again its unique features and ad-
vantages.

Relationships Between Digital/Digitalized Economy and
Knowledge-Based Economy

In the previous paragraphs, we presented the main elements that char-
acterize the knowledge-based economy: digital economy, digitalized
economy, knowledge revolution, digitization, digitalization, and digital
transformation. In order to better understand the complex relationships
between them and their influence on management, economic, and soci-
etal processes, we analyze comparatively a digital-digitalized economy
and a knowledge-based economy. We identified five main differences
(Nicolescu & Nicolescu, 2019) as indicated in Table 2.1.

Based on these elements, we can state that the relationships between
the knowledge-based economy and digital/digitalized economy are re-
lationships between the whole and the part. A knowledge-based
economy is more comprehensive, complex, and multidimensional than
a digital/digitalized economy. The knowledge-based economy in-
corporates entirely the digital and digitalized economy. At the same time,
it is important to emphasize that the digitalized economy is an essential
component of the knowledge-based economy, and it plays a major role
in its development.

In the near future, the digitalization of the knowledge-based economy
will increase, with many positive effects on it, but also with increasing
challenges and risks. The present knowledge-based economy, according
to reputed professor Jeremy Rifkin, is characterized by

digital interconnectivity. Social capital is as vital as market capital,
access is as important as ownership, sustainability supersedes
consumerism, collaboration is as crucial as competition, virtual
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Table 2.1 The main differences between a digital and digitalized economy on the
one hand and a knowledge-based economy on the other

No. Criteria

Digital and Digitalized
Economy

Knowledge-Based
Economy

1. Genesis
2. Scope
3. Foundation

A digital and digitalized
economy are the results
of the digital
revolution having
digital technologies as
its main content.

A digital and digitalized
economy contain a
core digital sector
(IT/ICT) and the other
components of the
economy where digital
technologies are used
(see Figure 2.6).

The potential for
development is very
large. For example, a
study by strategy
consultant Roland
Berger, cited by
Schweer and Sahl
(2017), concludes
that the digital
transformation could
add around 1.25
trillion euros to
Europe's industrial
value creation by 2025.
Another evaluation
presented at the Davos
Forum in 2017
estimated that
digitalization could
generate a value of
around 100 trillion
over the next decade
globally (World
Economic Forum &
Accenture, 2017).

Digital and digitalized
economies are focused
on the use of digital
technologies: Internet

A knowledge-based
economy is generated by
the knowledge
revolution,* which
involves five technical
causes, four human
causes, and ten
managerial causes (see
Section 2.1).

A knowledge-based
economy unfolds at the
level of the entire
economy, where the
economic processes are
focused increasingly on
knowledge. It is much
larger than a digitalized
economy, because of the
large amount of
knowledge — primarily
tacit knowledge — that is
not digital and could
never be digital.

A knowledge-based
economy is focused on
knowledge (creation,
purchase, store,

(Continued)
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No. Criteria

Digital and Digitalized
Economy

Knowledge-Based
Economy

4, Nature of
processes
involved

S. Performance

of Things (IOT),
artificial intelligence
(AI), data analytics and
cloud, 3D printing,
drones, robots,
technological
platforms, etc., and
their impact on the
level of product,
organization, and - to
a less extend — the
economy and the
society. In these types
of economy, it is not
done the difference
between information
and knowledge, and it
is not emphasizing the
essential capacity of
knowledge to create
value added.

A digital and digitalized
economy deal mainly
with information
processes, where
digital technologies
and to a smaller extent
their impact on
business processes are
largely used.

Digital and digitalized
economy performances
are evaluated to a large
extent by specific
indicators, which
reflect the
particularities of the
digital technologies
used: for example,
digital traction metrics,
presented at the Davos
Forum in 2017 (see
Table 2.2). Of course,
they are usually filled
with some financial
indicators.

dissemination, use, share,
learning, protecting,
valorizing, etc.), taking
into consideration both
explicit and tacit
knowledge, the latter not
being organically
associated with digital
technologies.

A knowledge-based

economy deals with all
economic processes based
on knowledge; economic
and social processes are
approached taking into
consideration their
multidimensional nature —
economic, social,
ecologic, etc.

Performance of the

knowledge-based
economy is evaluated
multidimensional —
economic, social,
ecologic, and
educational. For
example, the Knowledge
Economy Index (KEI) is
based on the average of
four subindexes, which
represent the four pillars
of the knowledge-based
economy: economic,
innovative, and
institutional regime

(Continued)
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Table 2.1 (Continued)

No. Criteria Digital and Digitalized Knowledge-Based
Economy Economy

(EIR); innovation and
technological adoption;
education and training;
information and
communication
technologies (ICT)
infrastructure. Each of
them is calculated using
many and diversified

indicators.
Table 2.2 Company digital indicators
Company Digital Indicators
Size Number of Rate of Users Implication
Active Users
Examples Examples Examples Examples
e Total conver- e Total site visits ® Ratio of new e Return of digital
sions ¢ Number of users to repeat investing
e Overall monthly active users e Top technical
traffic users ¢ Click through talent attracted,
e Number of e Number of rates promoted and
users weekly active e Lead to close retained
¢ Chanel spe- users ratio ¢ Interactions per visit
cific traffic e Abandon rate e Client satisfaction
index

Adapted from Digital transformation initiative (p. 23), 2018, World Economic Forum.
Retrieved from http://reports.weforum.org/digital-transformation/wp-content/blogs.dir/94/
mp/files/pages/files/dti-executive-summary-20180510.pdf

integration of value chains gives way to lateral economies of scale,
intellectual property makes room for open sourcing and creative
common licensing, GNP becomes less relevant and social indicators
become more valuable in measuring the quality of life of society, and
an economy based on scarcity and profit vies for a Zero Marginal
Society Cost, where an increasing array of goods and services
are produced and shared for free in an economy of abundance.
(Rifkin, 2016)

In the last few decades, the knowledge-based economy has developed
fast, especially in the developed countries. The European Union, in
order to accelerate the construction of the knowledge-based economy,
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has adopted two strategies — the Lisbon Strategy in 2000 and the 2020
EU Strategy in 2010. Unfortunately, these were not very successfully
implemented.

For the next period, it is necessary, using systemic and realistic ap-
proaches, not reactive but proactive, at the world and organization level, to
harness the huge potential of all types of knowledge, of a digital transfor-
mation. The Davos Forum 2017 (World Economic Forum & Accenture,
2017) and many specialists (Bukht & Heeks, 2017; Dahlman et al., 2016;
Kiron & Unruh, 2018; Meyer, 2017; Mosco, 2017; Schweer & Sahl, 2017;
Unruh & Kiron, 2017) have provided many essential elements capable of
unlocking knowledge value to society.

Knowledge-Based Company — The Essential Component
of the Knowledge-Based Economy

The knowledge-based economy has as its principal component a
knowledge-based organization. The majority of knowledge-based orga-
nizations are knowledge-based companies that could be defined as
companies that rely on an equilibrated approach from an economic,
ecologic, social, and educational point of view and are able to highly
valorize knowledge and other available resources, generating long-term
efficiency and multidimensional performances, validated by the market
and recognized by the society. The knowledge-based company is a sus-
tainable enterprise, which establishes long-term economic, social, eco-
logic, and educational objectives and has the capacity to fulfil them
through intensive use of knowledge, producing multiple positive effects
for an organization, its stakeholders, and environment.

A digital company is a very important type of knowledge-based
company that is characterized by the widespread use of digital technol-
ogies and by intensive use of digitization, digitalization, and digital
transformation. Digital companies are very innovative and flexible, fo-
cusing on up-to-date knowledge, closely associated with digital tech-
nologies. Usually, a digital company is a networking-driven company.
There is a large variety of digital companies, such as hubs, technological
platforms, living labs, etc.

Analysis conducted by specialists, as well as the activities and per-
formances of companies, reveals that a knowledge-based company pre-
sents specific features that are quite different from classical enterprises,
which still predominate. In Table 2.3, we display these features, syn-
thesized from the many studies (Burton-Jones, 1999; Cairncross, 2003;
Fabbri, Glaser, Gaujard, & Toutain, 2016; Iansiti & Lakhani, 2017;
Nicolescu & Nicolescu, 2011; PricewaterhouseCoopers, 2017;
Schneider, Wickert, & Marti, 2017; Weill & Woerner, 2017; Weill &
Woerner, 2018; Williamson & De Meyer, 2012).
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Table 2.3 The features of the knowledge-based company

No.

Features

1.

10.

11.

12.

13.

14.

Decrease of physical assets, activities, and employees, concomitantly with
the development of the internal knowledge base and the amplification of
the relationships with clients, suppliers, and external human resources.

Externalization of activities that are not essentially for the company,
concomitantly with internalization of other activities, essential for
organization

Change of the relationships with external human resources necessary for
the company, by asking them to fulfil less important activities, like office
works and maintenance operations.

Amplification and diversification of the knowledge treatment processes —
creation, purchase, dissemination, use, share, storing, learning, sale,
protection, etc. — that have a decisive impact on the company’s
competitivity.

Large scale of the innovation processes in the company’s activities, being
technical, commercial, human resources, managerial, etc.; innovation
becomes a precondition of the company’s survival and performance.

Strategic development of the company relies on increasing the
organization’s knowledge (vertically and horizontally), which supposes
that the company has the capacity to develop its own knowledge and to
seize the opportunities for synergetic cooperation with other enterprises
in the knowledge domain.

Intensive preoccupation of the company with implementation of digital
technologies and other up-to-date technologies, methods and
techniques.

Internal organization model of the knowledge-based company is to a large
extent similar to the human cognitive model, involving structural
networks, semi-autonomous team, flexibility, organizational and
individual abilities for learning, etc.

Proliferation of participative and collaborative approaches, with the
company acting to develop collaborative communities.

Reduction of the number and roles of middle and low-level managers and,
gradually, externalization of peripheral works, concomitantly with the
integration in the company of “knowledge managers”, who frequently
start their work with the company as change consultants and agents.

Amplification of the learning processes of human resources, with the
company becoming a learning organization.

Remodelling of the company’s managerial and economic capacities, in
order to exploit better the knowledge and digital technologies.

Training investment directed to a certain extent at external labour force
used, in order to replace their own company employees, who are not
developing skills sufficiently.

Restructuring of the company’s motivation system according to the
following requirements:

e increase of the stimulants given to all employees, according to their
proven performance and merits;

® increase of the stimulants based on individual performance for periph-
eral employees;

(Continued)
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Table 2.3 (Continued)

No.

Features

15.

16.

17.

18.

19.
20.

21.

22.

e enhancement of the concomitant use of organizational, group and
individual stimulants for the company’s core employees;

¢ widespread use of promotion as a stimulant for internal and external
company human resources.

Development of an open culture, with the company communicating and
inviting clients, suppliers, and other external stakeholders in the
organization in order to follow how it implements the decisions
regarding their entities.

Use of transparent and correct approaches in the company relationships
with internal and external company stakeholders, paying close attention
to building and maintaining “trust capital”.

Implementation of multiple collaborative ways with other organizations
participating in networks, ensuring company has better resource access,
time, and cost conditions.

Diminution of barriers between the different types of company, between
human enterprise resources and persons, and between home work and
work organization.

Gradual decrease of the boundaries among companies.

Maximization of the company’s efficiency and effectiveness is based
concomitantly on highly cohesive teams and on the moderate interaction
among them.

Company focus on intellectual capital obtaining, use, protection, and
valorization.

Organization focus on the achievement of multidimensional performances —
business, social, ecologic, and educational — which are conditioning
decisively the company’s sustainability.

There are two ways to create a new type of enterprise — a knowledge-
based company:

Business transformation of “classical” enterprises, sometimes by
digital transformation, fulfilling, according to specialists, a complex
process, structured in six steps:

knowledge identification and evaluation
knowledge re-engineering

knowledge networking
knowledge-based motivation

knowledge enhancement
knowledge-based company maturization

The number of “classical companies” that transform themselves into
knowledge-based companies is increasing rapidly, because — as outlined
recently by the renowned specialists Weill and Woerner (2017) — today
“companies must reinvent to survive”.
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b  Creation of knowledge-based companies, usually digital companies.
A major characteristic of this type of company is the strong emphasis
on internal and external stakeholders, using a wide range of
approaches. These start-ups are built from the beginning as ecosys-
tems, taking different forms: hubs, living labs, fab labs, technological
platforms, etc. Frequently these are very competitive, with some of
them becoming famous — Apple, Microsoft, Uber, etc.

Knowledge-based companies should be sustainable organizations, and
their activity and management should rely on the quadrangle of
knowledge sustainability (see Figure 1.1 in the chapter “Instead of in-
troduction” elaborated by Nicolescu and Nicolescu, 2017). The
quadrangle highlights the four dimensions of the efficiency and effec-
tiveness of a knowledge-based company. In our opinion, this quad-
rangle synthesizes in a systemic way the essential elements regarding
economic and social utility and the impact of a knowledge-based or-
ganization. The four dimensions on which the model is structured
represent axes that must be considered by company managers and other
stakeholders, in order to harness the huge knowledge potential and to
generate accelerated and sustainable development.

The eight key lessons formulated recently by a group of specialists
(Kiron et al., 2017) could be very useful for achieving company sus-
tainability. Also, super-technologies will offer rich opportunities for
companies (Segars, 2018).

Business Ecosystems — The New Performant Structures of
the Knowledge-Based Economy

A business ecosystem represents a new form of knowledge-based
company developed in the last few decades that is radically different
from classical companies. A business ecosystem is a flexible and
adaptable network of organizations — suppliers, producers, dis-
tributors, customers, competitors, and other stakeholders — interacting
on the delivery of specific products or services, both through co-
operation and competition. The ecosystem is generated by transforming
companies from being product-driven to networking-driven. The main
characteristics of the ecosystem (Puranam, Alexy, & Reitzig, 2014;
Uden, Wangsa, & Damiani, 2007; Williamson & De Meyer, 2012)
are the following:

® ecosystem products and/or services are complex, not standard, invol-
ving a large amount of, and specific, tacit and explicit knowledge;
each organization component affects and is affected by others;
each organization is proactive in developing mutual relationships
with other ecosystem components;
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® one organization is the lead company and uses “smart power” to
play an active role in directing, stimulating and shaping the business
ecosystem around it;

e the ecosystem structure, activities, and interactions are flexible and
can be rapidly reconfigured;

e the ecosystem’s organizations are embedded in a specific flexible
business environment and they need to co-evolve together;

e the business ecosystem is an informal system, flexible, innovative,
adaptive, and dynamic, focused on satisfying the changing demands
in certain market niches and on engineering effective ways to capture
profit for its components.

In the context of digital transformation, special attention has been paid
to the digital ecosystem (Briscoe & De Wilde, 2006; Dini et al., 20035;
Puranam et al., 2014; Uden et al, 2007; Weill & Woerner, 2018; Zhu,
2015), which represents a new type of ecosystem. The digital ecosystem
is an open socio-technical system, based on the collaborative community
model, focused on the production and distribution of knowledge-
intensive products and services, using largely digital technologies. The
properties of the digital ecosystem are self-organization, scalability, and
sustainability. In the last few years, artificial intelligence ecosystems have
proliferated quickly (Bughin & Hazan, 2017; Halper & Stodder, 2016;).
In the world economy, a large variety of digital ecosystems has developed
(Almirall et al., 2016; Coyle, 2017; Dini et al., 2005; Dushnitsky,
Guerini, Piva, & Rossi-Lamastra, 2016; Fabbri et al., 2016; Iansiti &
Lakhani, 2017; Puranam et al., 2014; Van Alstyne, 2016; Van Alstyne,
Parker, & Choudary, 2016; Visnjic, Neely, Cennamo, & Visnjic, 2016;
Williamson & De Meyer, 2012):

hubs

digital platforms
industrial mash-ups
global digital centres
“smart” cities

fab labs

living labs

In digital ecosystems, a digital culture is developed that is characterized
by impact, speed, openness, and autonomy (Westerman, Soule, &
Eswaran, 2019). The fast extension of the digital ecosystem is caused by
the multiple advantages generated for its components and for economic
development. Williamson and De Meyer (2012) have identified six very
consistent key advantages (see Figure 2.7).

Elements presented in this section provide convincing arguments for
understanding that the ecosystem represents a new form of knowledge-
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Figure 2.7 Key ecosystem advantages.

Adapted from “Ecosystem advantage: How to successfully harness the power of partners”
by P. J. Williamson and A. De Meyer, 2012, California Management Review, 55(1), p. 33.
Retrieved from https://ink.library.smu.edu.sg/cgi/viewcontent.cgi?article=45188&context=
lkesb_research

based organization, capable of solving sustainable, very complex chal-
lenges in the knowledge-based economy, by developing comprehensive
relationships with certain important stakeholders. In the context of the
COVID-19 pandemic, many ecosystems have proved superior resilience
and performance compared with the “classical companies”.

Challenges of COVID-19 Pandemic Context

Under the impact of the COVID-19 pandemic, the world economy faces
a deep societal crisis. In almost all countries, a so-called “real economy
freezing” has occurred, which is reflected in decreased GNP, increased
unemployment, state budget income reduction, increased budget deficit
and public debt, etc. Analyses realized by numerous specialists in many
countries regarding the crisis generated by COVID-19 have revealed five
essential elements:

a Medical and business situations are, and shall be, very different from
one country to another, because of diversified characteristics and
influences of medical, economical, managerial, social, cultural, and
ecological determinants, both national and international.

b Every country needs a specific approach, as a function of the
particular/national context and of the business and social resilience
at the national, sectoral, and territorial levels.
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¢ Countries should collaborate and coordinate certain essential med-
ical and business elements, taking into consideration the fact that the
world faces not only a medical pandemic but also an economic crisis,
which is very complex and challenging.

d Combating the pandemic and its many negative effects, getting out
of the crisis, and relaunching the economy are conditioned by
comprehensive and substantial state intervention in the socio-
economic activities.

e Getting out of the crisis and relaunching the economy also depend to
a large extent on companies, which are the main providers of value
added, GNP, jobs, and incomes to the state budgets in every country.
In order to be able to do this, many companies should reinvent
themselves and remodel their management.

Under the influence of the COVID-19 pandemic, there are many major
changes in the economy, which have a powerful impact on companies
and represent challenges for their management. Among these, we
mention the following:

® Notable decrease in direct demand for certain products and services
(tourism, transport, entertainment, etc.).

¢ Reduction and/or delay of the supply with certain raw materials,
spare parts, and finished goods.

e Increased risk of being blocked or delayed with public or private
economic and social ongoing projects.

® Decrease in the indirect demand (especially industry, service, and
trade) for many products and services caused by the previous
changes.

e Notable fluctuation in orders and prices for certain important
product types, like drugs, medical equipment, oil, some raw
materials, etc.

® Decrease or major modification of alternative financing (stock
exchange, venture capital, equity funds, business angels, etc.).

Under these conditions at the national and international level new
societal priorities are emerging:

®  Health population protection at a high level.

® Maintaining the functioning of the economy at all its levels —
national, regional, sectoral, local, and company - as close is possible
to its normal standards and performances, in order to be able to
satisfy major individual and organizational needs, both economic
and social.

e Normalization of the entire society’s functioning.
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e Preservation of the national economy sustainability in the long run,
in the present and future medical, commercial, financial, social, etc.
conditions.

e Rapid recovery of the economic growth in each country.

In order to cope with these challenges and priorities, it is necessary to
project and implement a new type of management that is able to increase
the resilience of all economic and social entities at national, sectorial,
regional, local, microeconomic, and international level.

In the crisis and post crisis, management will be effective and efficient
if it has at least the following six capabilities:

e The ability to have realistic perceptions of the processes developing
in the economy and society and of their consequences on the people,
companies, business, etc.

e Capacity to provide rapid, flexible, and effective feedback on new
situations (Dykes, Hughes-Morgan, Kolev, & Ferrier, 2020; Romeo,
Moukanas, & Rung, 2020).

* Resilience capacity in the face of multiple stresses (medical, social,
economic, political, etc.).

e Capacity to be innovatively performant in the short, medium, and
long run.

e Capacity to cooperate with other entities, in order to take into
consideration the present and future societal priorities, threats, and
opportunities.

e Capacity to conceive an innovative strategy that is able to cope with
the new contextual threats and to valorize the new opportunities,
contributing decisively to the rapid and performant recovery of the
company.

A new type of management should be able to valorize the potential of
all the organization’s main stakeholders — external and internal — as was
stressed at Davos by the World Economic Forum (WEF, 2020) and nu-
merous specialists (see, e.g., Chaturvedi, Dey, & Singh, 2020; Chima &
Gutman, 2020; Radjou, 2020; Romeo, Moukanas, & Rung, 2020), who
believe that this is the key for a performant management in the present
and post-COVID context. In their implementation, managers should bear
in mind that the return to normality, which will be a “new normality”,
will be a long process (Levenson, 2020), and the contribution of each
important stakeholder is very much needed.

Notes

1 We mention that not all specialists who approach the future changes of the
economy and society, agree with de knowledge revolution and the knowledge-
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based economy. For example, in a book largely debated at the international
level a few years ago — G. Balakrishnan (Ed.). (2003). Debating empire.
London, UK: Verso — is proposed a transition through revolution to the
empire, at the world level, without taking into consideration “de facto”,
the impact of the last economic, scientific, etc. developments, although they
mention some of them.

2 Of course, there are some authors who denied the existence of the knowledge-
based economy (Azam, G. 2006. L’utopie de L’économie des Connaissence.
Problemes Economiques, 2901, 33-39; Foray, D. 2004. The economics of
knowledge. Cambridge, MA: MIT Press).

3 Definition formulated by Bukht, R. and Heeks, R. is not only corelated with
the three phases of digital revolution, but also based on the analysis of 21
definitions of digital economy (Bukht, R., & Heeks, R. 2017. Defining, con-
ceptualising and measuring the digital economy. Working Paper Series,
Paper No. 68. Retrieved from https://diodeweb.files.wordpress.com/2017/08/
diwkppr68-diode.pdf).

4 The knowledge-based economy is the result of the knowledge revolution,
which is more comprehensive than digital revolution (see comparatively 2.2
and 2.5 content). In our study, we choose to use the term of knowledge re-
volution and not fourth industrial revolution (see, e.g., Schwab, K. approach)
or third revolution (see, e.g., Rifkin, J. approach). We prefer the concept of
knowledge revolution, for several reasons: the knowledge represents the
essential element of the radical transformation in economy and society; in-
dustrial represents just one dimension of the economy and it is not able
to express the essence of the last decades deep mutations which include all
economy branches and sectors. Industrial is something “déja vu”, which not
reflects the novelty of what happens in the last decades, the radical new
content of the economic and society processes is represented by the
knowledge.
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3 Contextual Main Changes and

Influences on the Company
and Its Stakeholders

Approach to the Changing Business Environment

A company’s foundation, development, performance, and sustainability
are influenced decisively by the business environment. For this reason,
the environment’s evolution is very important for all companies and
should be analyzed in depth and its changes are taken into consideration
carefully.

The business environment includes an organization’s all exogenous
elements of a different nature — technical, economic, demographic, cul-
tural, scientific, ecologic, political, medical, legal, etc. — that influence the
prevision of the objectives, obtaining the resources, the decision-making,
and implementation in order to be performant. The main categories of
factors that can be separated into business environment or company
environment are as follows:

¢ Economic factors (domestic market, international market, banking
system, inflation, exchange rate, population incomes, etc.);

e Technical and technological factors (digital technologies, available
machinery and equipment, number and quality of licences and
patents, potential of R&D branch, etc.);

¢ Management-administrative factors (national strategy and policy,
quality of the central and local administration, available managerial
systems, methods and techniques, quality of management consul-
tancy and training, e.tc.);

*  Demographic factors (population number and its socio-professional
structure, share of occupied population, birth rate, mortality rate, etc.);

¢ Sociocultural factors (social structure of the population, educational
system, health system, national culture, etc.);

¢ Medical factors (health system, pandemic disease, drugs, etc.);

¢ Ecological factors (natural resources, climate, water, vegetation,
fauna, etc.);

e Political factors (national policies [economic, social, educational,
science, etc.], international bodies’ policies [United Nations,
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International Labour Organization, International Monetary Fund,
Word Bank, etc.], policies of the most powerful countries [USA,
China, Russia, Germany, etc.]);

e Legal factors (business laws, governmental decisions, quality of
judiciary bodies, etc.).

The intensive internationalization during the last few decades has de-
termined an increase in the impact of environmental factors from
outside countries on companies, their activities, and performances.
Without any doubt, the last hundred years have been characterized by
the numerous and profound changes in all environmental factors. The
COVID-19 pandemic — a medical factor — is the last major change that
has caused many and important shifts in all components of the business
environment. COVID-19 has influenced to a large extent the manifes-
tation of the majority of the other eight categories at least in the short
and medium term. Never, in the history of mankind, have changes been
so comprehensive, fast, and intensive.

In this chapter, we focus on the global changes in the business en-
vironment, generated to a large extent by the transition to a knowledge-
based economy and by digitalization. Our analysis has revealed that,
in the context of the transition to a knowledge-based economy, of the
persistence of specific elements of the capitalist economy and society
and — in the less developed areas — of the previous socio-economic
systems, we can identify certain essential trends in the organizational
environment at the world level: so-called “megashifts”.

We will present the main megashifts identified by us starting from the
consultation of a large number of studies (Attali, 2007; Bratianu, 20135;
Broadman, 2015; Brown, Adams, Larsen, & Roney, 2015; Griffin, 2012;
Lichtenthaler, 2016; Markoff, 2016; Naqvi, 2014; Nicolescu, Popa,
Nicolescu, & Stefan, 2019; Nicolescu et al., 2019) and based on our
own analysis.

The background of the megashifts is represented by the intensification,
diversification, and acceleration of innovation. Numerous papers
(Birkinshaw, Hamel, & Mol, 2008; Burkus, 2013; Christensen, Raynor, &
McDonald, 2015; Grossman, 2016; Hamel, 2006; Pisano, 2015) have
proved that innovation represents the engine of the revolutionary changes
taking place in all fields of society. The trends presented in the following
sections represent the essential innovations developing in the business
environment at the global level that predominantly influence an organi-
zation’s activities, functionality, and performance (see Figure 3.1).

The environmental tendencies influence companies in many areas:

e Company inputs (knowledge, information, raw materials, energy,
human resources, product and service demands, machines, equipment,
credits, etc.).
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Figure 3.1 The main trends — “megashifts” — in the organization changing
business environment.

e Company activities and works (content, structure, duration, quality,
cost, etc.)

e Company outputs and performances (products, services, turnover,
productivity, market share, profit, dividends, competitive advantage,
sustainability, etc.)

Bearing in mind all these influences, we will indicate in the following
sections some of the most influential mutations in the global business
environment that should be taken into consideration by companies’
management in order to achieve competitive advantage and sustain-
ability. We will try to approach each of the tendencies identified and
analyzed according to the elements incorporated in Figure 3.2.

The changes in the global business environment heavily influence not
only companies but also national economies and the world economy.
Their effects and influences are interrelated on multiple levels, increasing
the difficulty of their perception and of performant feedback from all
types of entities. In order to face these challenges, to stop the negative
effects and to valorize the opportunities, global approaches have been
developed through international organizations — United Nations
Organization (UNO), International Labour Organization (ILO), World
Trade Organization (WTO), International Monetary Fund (IMF),
World Bank (WB), etc. The above-mentioned organizations and other
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Figure 3.2 Main elements regarding the approach of the business environment
trends.

international bodies have developed strategies, agreements, protocols,
resolutions, and recommendations regarding future global evolutions
or in certain major fields — trade, finance, labour force, banking,
ecology, military, and others — trying to contribute to better activities
and performances at all levels (international, national economies, and
companies).

Without any doubt, the COVID-19 pandemic is the contextual ele-
ment with the most influential impact on the business environment in
this period. It has multiple very intense and often unexpected influences
on the society and economy, compared with megashifts that occurred
in the last few decades.

We consider it necessary to make two remarks regarding the approach
to the changes generated by the COVID -19 pandemic in the business
environment:

a In the present and next period, the COVID-19 pandemic produces,
and will continue to produce, substantial changes that shock us,
providing major threats to, and difficulties in, the economy and
society, concomitantly with some opportunities. However, the direct
impacts of the pandemic will decrease gradually in the next few
years, because of the diminution of the pandemic’s intensity and
because the management of various entities (state, region, company,
etc.) will learn how to face the pandemic and its effects.

b  Manifestations of all megashifts are influenced by the COVID-19
pandemic, quite often notably so. We consider it useful to make the
point that all the megashifts mentioned above will continue to
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operate in the future, because their roots are in the objective
evolution of the economy and society. In our approach, we shall
try, at the level of each megashift, to reveal some of the pandemic’s
influences that are closely conected with the objectives and problems
of our book.

Main Trends in the Changing Business Environment

Increase in the Business Environment Complexity, Dynamism,
and Volatility

During the last century, the organization business environment changed
very fast and intensely. Recently four major changes in the business
environment were proposed in a new concept known as VUCA - vola-
tility, uncertainty, complexity, and ambiguity (Bennett & Lemoine,
2014; Garrow & Varney, 2015). We adopt a partially different approach
in considering that the relevant mutations in the business environment
are complexity, dynamism, and volatility.

Complexity means that the business environment incorporates nu-
merous elements and their numbers increase rapidly; the size, nature, and
dynamics of these elements are diversified, and the interrelations among
components are rapidly amplified. There is a vast amount of information
and knowledge about the majority of business components, but some of
them are difficult to understand and time-consuming for analysis, pre-
diction, and decision-making. The number of variables and the inter-
relationships among them, which should be analyzed and taken into
consideration by management bodies, are huge and rapidly increasing.

Dynamism means that a large proportion of the business environment
components are moving very fast. The most rapid are changing the
technical elements, especially those connected with digitization, digita-
lization and digital transformation. This is a major reason why it is very
difficult to measure and evaluate precisely the characteristics of the en-
vironmental factors and components. Anticipating their evolution is even
more difficult, and the probability of getting reliable information and
knowledge on these dynamic elements quite frequently is not very high.
In this situation, the design of strategies and policies for the environment
components becomes more difficult, with negative consequences for their
quality and efficacity. Also, the implementation of the entities’ strategy
and policies faces many challenges and difficulties, involving a lot of
rapid changes that are not easy to manage properly.

Volatility is mainly a consequence of the previous two environmental
characteristics. In essence, volatility means that the environmental ele-
ments are very unstable and their evolution is quite often unexpected.
The instability of the environmental factors makes it very difficult to
catch them and to evaluate their parameters. Also, the unexpectedness of
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the environmental factors and their characteristics often surprises man-
agerial bodies, finding them not ready to copy with the situations and to
generate efficient solutions. Both instability and unexpectedness are
generated by the actions of some variables that are not known, or not
sufficiently well known, frequently without a history record. Quite often
the variables are strongly related to innovation, especially to disruptive
innovation. Information regarding the variables is fragmented and not
sufficiently reliable, making it difficult to identify correlations and to
achieve rigorous analysis.

For an organization’s management the environmental volatility cre-
ates risk situations, making the decisional processes and operational
activities very tough, and decreasing the company’s performance and
sustainability.

The others two components of VUCA - ambiguity and uncertainty —
we do not consider as being characteristic of the business environment,
at least in the manner explained by these authors: “ambiguity char-
acteristics: cause relationships unclear. No precedents exist, you face
unknown unknowns” (Bennett & Lemoine, 2014, p. 27). These ex-
planations refer in fact not to characteristics of the environment but to
our capacity to identify and analyze causal relationships in a complex,
dynamic and volatile environment. It is obvious that causal relationships
exist in the environment. Also, we do not believe that uncertainty is a
characteristic of the environment. It is exactly the same situation as for
ambiguity.

The complexity, dynamism, and volatility in the business environment
influence organizations mainly on three levels:

® organization inputs — much of the information and knowledge, and
many clients’ demands, etc., are entirely new, sometimes unex-
pected, and for the other inputs partially changed (inflation rate,
exchange rate, raw materials, machines, people, laws, etc.);

® organization activities and works — which are impacted by new
commercial, financial, human, technical, etc. variables, often not
sufficiently well known;

® organization outputs — which should be very frequently modified,
although it is not always very clear how, in order to respond to
the changing conditions of the markets, competitors, bankers,
community, investors, etc.

The increase of the environment’s complexity, dynamism, and volatility
has several impacts directly on the stakeholders:

e all stakeholders, both internal and external, need to make more
efforts and be more innovative, in order to face the environmental
changes;
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¢ the number and importance of the company’s external stakeholders
will increase, involving more time and resources to cultivate the
relationships with them and to valorize the new opportunities
associated with them;

e the stakeholders’ feedback should be faster than in the previous
periods, because of the higher environmental dynamism and vola-
tility.

Great efforts should be made by organizations’ managers, shareholders,
employees, and other stakeholders in all these processes, involving very
diversified and high competences.

The COVID-19 pandemic influences especially the complexity and
volatility by increasing their intensity. This makes it more difficult to con-
duct performant management in an organization and to construct and
develop productive and durable relationships with all major stakeholders.

Digitalization of the Socio-Economic Processes

The digital revolution is — without any doubt — one of the most im-
portant and influential megashifts of the present times. As we have
already indicated in Section 2.8 of the previous chapter, the digital re-
volution mainly involves three processes: digitization, digitalization, and
digital transformation (Unruh & Kiron, 2017). Their effects on the
economy and society are multiple and profound. However, there are
renowned specialists — like Rifkin (2016) — who believe that the evolu-
tion of digitalization has barely begun its course and that its new con-
figuration in the form of the Internet of Things represents the next stage
of development. Digitalization is very closely connected with other
revolutionary technologies — artificial intelligence, big data analytics,
cloud computing, 3D printing, etc.

Digitalization — like informatization previously — presents significant
variation in intensity, content, and effects worldwide. Of course, in the
most developed countries digitalization is at the forefront, but many
other countries are rapidly recovering. Because of digitalization, the
quantity of information, the information storage capacity, the degree of
information processing, and the circulation speed have made huge pro-
gress in a very short time. The identification, codification, circulation,
use and valorization of information, and knowledge — two of the most
valuable resources in the present times — are increasing very fast.
Digitalization and informatization profoundly change the content of all
activities and of the socio-economic entities in which they are achieved.

Digitalization frequently renders business models and processes ob-
solete. Many value chains are being transformed by digital technology,
some of them evolutionary, some of them disruptive (Schweer &
Sahl, 2017). At the societal level, in order to capitalize more on
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digitalization it is necessary — as very well argued by Unruh and Kiron
(2017) — to promote digital transformation with the purpose of
“leading the world toward a better digital future”. It requires proactive
scanning of the emerging landscape for both social and environmental
risks, while simultaneously looking for opportunities to use digital
technologies to resolve global challenges. In the European Union, the
Commission has already prepared a roadmap of the digital transfor-
mation that contains five parts: change management, intent and prio-
rities, responsibilities and skills, vision, and - last but not least — the
age of the consumers.

For companies, it is recommended to have a proactive approach to
facing digitalization, not the reactive approach that is still predominant
today. Company management is necessary to take into consideration
both positive and negative digitalization effects. Digitalization provides
many advantages for companies:

more new product and services,

high potential digital technologies,

faster and more efficient information and knowledge flows,
digital interconnectivity,

easier access to potential clients and to markets.

Concomitantly, digitalization generates many challenges and risks for
companies: profound changes in customers’ demands, obsolescence of
products, services or technologies, major changes in human resources
skills and behaviours, need for large investments, etc.

Digitalization greatly influences companies at three levels:

® inputs, affording a company rapid access to a large amount of knowl-
edge and information, contributing greatly to the modernization of its
technologies and equipment, and helping the organization to construct
and to be part of networks with external and internal stakeholders;

® activities, the speed of all the company’s decisional and operational
processes is higher, the quantity of knowledge and information
available is much larger, the capacity of each organizational field
to approach and solve problems is higher;

* outputs, generated by the company through participation in digita-
lization — quality, turnover, productivity, incomes — are higher.

Digitization, digitalization, and digital transformation influence com-
pany stakeholders, essentially, in the following ways:

e appearance of new company stakeholders — informatics companies,
digital consultants, digital designers, etc. — which are specialized in
providing digital means, approaches, and solutions to organizations;
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e stakeholders’ capacity to receive, process, and use information
increases and speeds up;

e all stakeholders’ decisions, actions, and behaviours change to a
certain extent, because of the digital techniques and technologies
utilized in their work;

® increase in all company stakeholders — internal and external —
networking among themselves and in the company involved;

® increase in information and knowledge use by, and impact on,
all company stakeholders, due to digitalization and digital transfor-
mation.

It is obvious that the digital trend manifests a strong amplification and
acceleration in recent years, which, without any doubt, will continue in
the next period. Threats and difficulties generated by the COVID-19
pandemic provide new incentives for accelerating the development of
digitalization and its use in organizations all over the world. Company
managers and other stakeholders should strive — using a proactive ap-
proach — to cope as well as possible with the opportunities, challenges,
and risks generated by digitalization.

Work Intellectualization

The proliferation of intellectual work processes represents one of the
most challenging mutations that have occurred in the last half century
in the socio-economic organization environment.

Work intellectualization incorporates mainly information processes
and knowledge processing without using — or at least using minimally —
human physical effort. The main “tools” used are the human brain,
informatics and automatized or robotic equipment.

Work intellectualization is expanding very rapidly in all countries.
The USA was the first country in the world, from around 1957, where
intellectual work became predominant, overcoming physical work,
with the number of white-collar employees surpassing the number
of blue-collar workers. Today, the digital revolution and the pro-
liferation of new technologies — robotics, Internet of Things, artificial
intelligence, drones, 3D printing, big data metrics, cloud computing,
etc. — generate more intellectual work in all organizations. These
technologies are based mainly on the use of more and more sophis-
ticated and productive knowledge. The human resource, which
is involved in intellectual work processes, is represented by knowl-
edge workers. They possess intellectual capital and they work
collaboratively.

Work intellectualization radically changes the coordinates and the
parameters to be taken into consideration by every human being and
organization, generating multiple shifts in the relations among all
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systems involved. Work intellectualization focusing on knowledge use,
sharing, and valorization generates much higher productivity compared
to the previous period. Because of this, intellectualization will determine
profound changes in human life and the activity of organizations,
facilitating the enhancement of living standards and socio-economic
development in every country.

Work intellectualization has significant impacts on companies regarding:

* inputs — the quality of human resources is much better and more
intellectualized, human resources have huge potential to valorize
knowledge and information, to be innovative;

® activities — the knowledge and information used by intellectualized
human resources in the fulfilment of each activity are greater and the
quality of analysis and solutions is better, increasing the efficiency
of activities;

e outputs — products and services generated by work intellectualiza-
tion are richer in knowledge, their quality is higher, and they are
better correlated with the market demand.

Work intellectualization also influences companies’ stakeholders in
several ways:

* significant increase in all stakeholders’ knowledge and intellectual
capital;
improvement of all stakeholders” work quality and productivity;
enhancement of stakeholders’ capacity to understand, to analyze,
and to design solutions for new individual and organizational
challenges, opportunities, and threats;

e development of stakeholders’ communication and interaction skills
and competences.

At the company level, work intellectualization involves a new type of
management. Company strategy and policy should be focused on in-
tellectual capital generation, development, and valorization. Human
resources, especially knowledge workers, should be the core of the
company management. In the company, specific organizational struc-
tures, information systems, decision-making mechanisms, motivational
approaches, etc. should be created in order to valorize the multiple
qualities of intellectual work. A new type of organizational culture
should be practised, in order to obtain maximum benefits from knowl-
edge workers, and from their very productive intellectual capital.

The COVID-19 pandemic has helped people and organizations to
understand better the importance and advantages of intellectual work,
contributing to its increase in many organizations.
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Internationalization of Activities

Without any doubt, comprehensive internationalization is an essential
megashift of the present times. This internationalization involves
hundreds of states and independent territories, thousands of extremely
diverse regions, with many strong particularities, which are not easy
to perceive and take into consideration by socio-economic entities.
All kinds of flows among states and regions — human, technical, man-
agerial, commercial, financial, scientific, cultural, sporting, ecological,
juridical, political, etc. — are permanently multiplying and accelerating.
During the last few years, the speed of internationalization has in-
creased — the digital revolution and telecommunications making
major contributions — and, concomitantly, it has continued to diversify.
Internationalization generates increasing globalization by involving
more territories, fields of activities, organizations and individuals and
by amplifying impacts of different natures at the level of mankind
(Broadman, 2015; Ernst & Young, 2015; Turcan, 2013; Wall, Rees, &
Minocha, 2011). Internationalization increases companies’ access to
different resources:

information and knowledge
raw materials

labour forces

new products and technologies
machines and equipment
energy

The opportunity of penetrating markets in other countries, despite their
distance, is very important. Based on these elements, internationalization
generates new business opportunities, either for existing companies or
for new entrepreneurs and investors, in all countries. In the meantime,
internationalization produces a lot of challenges and risks for companies,
such as new, better and/or cheaper products and services from foreign
producers and suppliers in local and national markets, new foreign in-
vestment in the company field, migration of the local labour force,
proliferation of new competitive management, marketing, financial, etc.
approaches, methods and techniques coming from other countries,
fluctuation of exchange rates for major currencies, etc. In this context, all
company activities change profoundly, starting with raw materials, en-
ergy, machine, and technology supply and finishing with the sale of
products and services and incomes obtained. Organizational activities
are more open to foreign markets, to technical and technological changes
from other countries, to international financial and human resources,
ecological trends, etc.
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Internationalization determines certain significant shifts at the com-
pany stakeholder level:

e modification of all company stakeholders’ thinking, action, and
behaviour under the impact of internationalization;

® increase in the level of direct and indirect influence of external
company stakeholders from other countries, especially for medium-
sized companies;

® enhancement of international interest from a large proportion of
external and internal company stakeholders;

® increase of company stakeholders’ potential and productivity be-
cause of their access to international information, knowledge, and
other resources.

Company management should update their approaches, implementing
innovations in all fields in order to be performant and to ensure the
sustainability of the organization in such an international complex and
dynamic environment.

Internationalization, in the context of the pandemic, faces numerous
challenges. It has become more obvious that internationalization pre-
sents some important limitations, even disadvantages, for numerous
countries and companies. In our opinion, internationalization will con-
tinue, but it should be remodelled in order to be more beneficial for all
parties involved, for all stakeholders.

Multiculturalization of the Labour Force

The intense and heterogeneous multiculturalization represents one of the
recent striking mutations that have developed in the society and in the
economy. Multiculturalization means the establishment of human and
work relations among individuals, groups and communities belonging to
different national, regional and local cultures. The cultural differences
among people from different areas are frequently large in terms of tra-
ditions, habits, rituals, mentalities, social value systems, communication
methods, education, religion, social status, etc. All these generate specific
and heterogeneous life visions, work approaches, individual and group
values, decisional and actional approaches, individual and group beha-
viours, etc. Multiculturalization, from the organizational environment
point of view, takes two forms:

* interstate multiculturalization, which deals with relations among
people from different states, but who have a permanent residence in
their home countries.

® intrastate multiculturalization, which includes people from different
countries, but who live in the same state.
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Both types of multiculturalization strongly influence — although partially
in a different manner — the configuration and especially the functionality
of the organizational environment (Broadman, 2015; Ernst & Young,
2015; Turcan, 2013; Wall, Rees, & Minocha, 2011).

Multiculturalization influences companies by some inputs: companies
have access to a cheaper, more or less skilled labour force, usually with
a better salary—quality relationship. Also, employees with different cul-
tures provide supplementary information and knowledge, which could
represent new resources for the company. In companies, a multicultural
labour force involves specific human resource management, certain
modifications in internal and external communication, partial remodel-
ling of the organizational culture and specific types of social responsi-
bility. Quite often, multiculturalization determines certain changes in
the approach of the domestic and international markets.

Multiculturalization influences company stakeholders in the fol-
lowing ways:

® increase in the number of company stakeholders with cultures other
than the culture dominant in the company;

e modification to a certain extent of the company stakeholders’
own culture under the impact of the multiculturalization of the
organization’s human resources and their relationships;

e development of new behaviours and of new decisions, approaches,
and actions among company stakeholders because of the multi-
cultural labour force involved;

® increase in the complexity of relationships with internal and external
company stakeholders due to the multicultural influences involved.

The trade-off for companies from the multiculturalization of human
resources could be large: decreased costs, especially in terms of the
labour force; better access to markets, mainly in the areas where these
employees come from; increase of the company’s capacity to inter-
nationalize its activities, etc. The benefits of using multicultural in-
dividuals motivate the company’s management to cope with the
challenges and risks associated with working with human resources with
different cultures from other countries or regions.

Nanotechnologization and Biotechnologization

Nanotechnologization and biotechnologization are two of the most spec-
tacular megashifts that substantially modify global economic and social
activities. Both regard, directly and indirectly, all fields of human activities
(Brousseau & Curien, 2007; Ciocoiu, Borisov, Dobrea, Burcea, & Tartiu,
2012; Day & Schoemaker, 2016; Markoff, 2016). Nanotechnologization
elaborates and uses technologies at the atom level, creating new intelligent
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raw materials and small-size equipment and machines, with high yield and
productivity, much higher than those achieved previously.

Biotechnologization, through genetic changes at the life cell level,
determines the substantial improvement of animal breeds and plant
varieties, generating very high production on the surface unit and on
the animal capita (Brousseau & Curien, 2007).

In companies — especially in industrial ones — nanotechnologization
provides many new inputs: raw materials, new smart technologies,
products, knowledge and miniaturized equipment and machines. In
agriculture and in food industry companies, biotechnologization offers
as inputs new technologies, products, raw materials, animal breeds,
plant varieties, equipment, etc. Many of the company activities are
changing because of these new inputs. The most frequently found
changes are focused on production, R&D, commercial activities, and
the training of human resources. Changes in company inputs and ac-
tivities generate much better outcomes at the organization level: higher
quality of products and services, more competitive products, increased
company sale prices and income, development of a competitive brand,
higher prices of company shares, etc.

Nanotechnologization and biotechnologization determine some sig-
nificant shifts at the level of company stakeholders. Among these, we
mention the following:

* major changes in internal stakeholders’ work, especially those
involved in production, R&D, and human resources, in order to
implement nanotechnologies and biotechnologies;

e appearance of new external stakeholders, who provide the nano-
technologies, biotechnologies, and all equipment and services neces-
sary to use them in the company;

e partial modification of the relationships of company managers
with the majority of external stakeholders, in order to fully
valorize the beneficial effects of the nanotechnologization and
biotechnologization.

In order to achieve all these changes generated by nanotechnologization
and biotechnologization, companies’ management should elaborate and
implement specific strategies and policies and update the management
of all fields mentioned above — R&D, production, commercial, and
human resources. By performing these managerial operations, compa-
nies’ outputs are better — higher-quality product, increased productivity
and yield, lower unit cost — thereby obtaining competitive advantage and
sustainability.

We appreciate that both nanotechnologization and biotechnologiza-
tion are only in the beginning phase of their development. In the next
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few years, nanotechnologization and biotechnologization will produce
many more outstanding innovations, which will have more impact, and
in ways difficult to anticipate now, on companies and on numerous other
socio-economic entities. Company management should be very antici-
pative, productive, and innovative in order to face the new challenges
and opportunities generated by nanotechnologization and biotechnolo-
gization. It will manage based on new business models, involving more
and diversified smart stakeholders, with rich top knowledge and using
high-quality intellectual capital.

Comprehensive Networking in the Society and the Economy

Society and economy networking has grown fast in the last few dec-
ades, reflecting the structuring of an increasing number of business
environment components as networks. Social practice reveals that
network — structured as clusters, hubs, technopolis, technological
platforms, network companies, commercial chains, multinational
companies, holdings, federations, professional, scientific, sporting, etc.
associations — are more frequent and more important in all domains.
Networking has developed as an organizational feedback to the divi-
sion of labour, deepening in the society and economy, structured
in numerous components, many of them small in size, and frequently
specialized. As a consequence, efficient and permanent work with other
entities becomes more and more difficult. Networking is trying to
overcome the limitations and difficulties associated with small-sized
and/or specialized entities, concomitantly with better valorization
of the new opportunities generated by the knowledge revolution.
Informatization, digitalization, internationalization, nanotechnologi-
zation, etc. are providing powerful information, knowledge, commu-
nication, human, and technical support for performant networking.

The large proliferation of networks and the increase of their im-
portance and impact are reflected in the emergence of a new profession,
“netocrat”, i.e. people who control the networks.

The main inputs generated by these networks in companies are:
easier and faster access to suppliers, clients, production partners, fi-
nancial entities, consultants, trainers, investors, etc.; more access
to information and knowledge about network components; more
interconnectivity with external company stakeholders and easier
collaboration with them.

Company activities are changing to a certain extent in order to be
able to communicate and work with other network components. Quite
often a company develops its supply chain and improves customer re-
lationships. Participation of the company in a network involves sig-
nificant changes in managerial decisions, actions and behaviours, in
order to respond to the specific requirements of the networks in which
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the company is integrated, and to get “de facto” network benefits.
Company management could also develop easier, performant specia-
lized systems for important domains. The most frequently developed
are supply chain management (SCM) and client relationship manage-
ment (CRM). Sometimes it is beneficial to build a matrix structure in
the company.

The business model for a company integrated in networks should
be remodelled, transforming the enterprise from being product-
driven to networking-driven. This helps the company to maximize
the advantages of being a network member: higher-rated company
brand, better-quality products and services, superior position of the
company in the market, and more profitable relationships with external
stakeholders (Becerra, 2017; Inkpen & Tsang, 2016; Jarvenpaa &
Vilikangas, 2014; MclIntyre & Srinivasan, 2017; Perry-Smith &
Mannucci, 2017).

The present intensification of the comprehensive networking in the
economy and the society has some important influences on company
stakeholders:

e development of the co-working and the relationships of the company
stakeholders, especially of the external stakeholders;

e increase of the intellectual capital of the company stakeholders,
mainly of the relational capital;

e enhancement of the stakeholders’ capacity to integrate the com-
pany’s activities in the business and social environment, and to be
engaged more successfully in the enhancement of performances.

The proliferation of networks — both business and social — fosters
and develops new ecosystems in the economy and contributes to
the fast development of a collaborative and shared economy
(Lichtenthaler, 2016).

In the context of the COVID-19 pandemic, networking reveals two
contradictory faces:

e the virtual network based on working online has been less affected
by the effects of the COVID-19 pandemic and it helps organizations
to solve many problems, decreasing the risk of people infection.

® the physical network has been blocked or decreased notably because
of restrictions associated with the fight against the pandemic.

Without any doubt, the COVID-19 pandemic has stimulated the de-
velopment of virtual networking inside and outside organizations,
contributing to the increase of the degree of networking in society and
the economy.
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Sustainable Ecologization

Many analyses reveal that the environmental protection against the ne-
gative effects of human activities (primarily of economic activities), the
more efficient and equitable use of non-renewable natural resources and
the resetting of ecological equilibriums at the world, continental, and
regional level represent the main components of ecologization. All these
processes mean new inputs, restrictions, and outputs for numerous types
of organizations. For the majority of them, ecologization determines
significant changes in strategies, policies, systems, mechanisms, activities,
and outputs.

Sustainability is a new dimension of ecologization developed in the
last few decades. Sustainable ecologization means the approach of
ecologization in a long-run perspective and providing the necessary re-
sources for its implementation. Sustainable ecologization determines the
amplification of the requirements and pressures on all types of organi-
zations. Notwithstanding, sustainability is essential for the survival
of mankind and for its continued development, valorizing the huge op-
portunities generated by the knowledge revolution. On the other hand -
as Brown, Adams, Larsen, and Roney (2015) have outlined — there is a
big danger of an ecological decline and, as a consequence, of economic
and social decline.

In all countries, in order to achieve sustainable ecologization, special
laws and other regulations have been adopted regarding environmental
protection, health security for human resources and ecostandards, in
accordance with the numerous international agreements and protocols
in this field.

At the company level, there are substantial changes in inputs, con-
cerning: prohibition of certain raw materials and technologies; manda-
tory characteristics for many raw materials, technologies, machines,
equipment, etc.; generation and use of energy; production, use, storing,
and reuse of waste; special taxes and penalties for the utilization of
pollutant substances; higher limits regarding carbon dioxide, and other
noxious emissions.

Many of company activities should be changed in order to respect the
legislation and to be able to utilize profitably the new inputs. The most
frequent changes affect production, supply, sale, R&D activities, sto-
rage, human resources security and transportation. Sometimes, especially
in industry, new activities should be organized in companies for waste
storage, reuse of waste, waste transportation, environmental and health
protection, etc. Previous requirements and changes involve significant
shifts in company management strategies, policies, systems, methods,
approaches, operations, etc.

In company outputs, we can see two categories of changes. The first
refers to the making of ecological products and services, reduction of
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noxious waste, reuse of waste, and better protection of the company
and local environment. The second category, regarding economic as-
pects, are increased costs of raw materials, technologies, machines, and
supplementary investments or decreased profits. This category has been
neglected to a certain extent during the COVID-19 pandemic, because
of the emergence of new priorities and restrictions.

The ecologization megashift also influences company stakeholders in
several ways:

e rise of the new category of external stakeholders, like local commu-
nities, “ecological” NGOs, protection agencies focused on the
ecological field, which promote requirements, rules, standards, etc.
in order to preserve and protect the ecological environment;

e development of new approaches at the level of company stake-
holders through which sustainable ecologization is promoted;

¢ building of some special kind of stakeholder networking focused
on waste and on the circular economy.

Companies’ and stakeholders’ compliance with the ecological require-
ments and standards is necessary for company survival and sustainable
development, for population security and health, and for the protection
of the local, national, continental, and global environment.

Intensification and Diversification of State Intervention

In recent decades, state interventions in the society and economy have
increased dramatically at the national, regional, and world level. The
COVID-19 pandemic has increased state intervention at a high level,
never previously seen during peacetime. State interventions from the