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THE ESSENCE AND FEATURES OF ENTERPRISE TRANSFORMATION
FOR ENSURING SUSTAINABLE DEVELOPMENT

CYTHICTb TA OCOBJUBOCTI TPAHC®OPMAIII NIANIPUEMCTB
JJsA 3ABE3IIEYEHHSA CTAJOI'O PO3BUTKY

The purpose of the article is to determine the essence and features of enterprise transformation to ensure sustainable de-
velopment. Approaches to the definition of the concept of "transformation" were analyzed, an own definition of the concept of
"enterprise transformation" was proposed. The importance and role of transformation on the basis of sustainable development
at the enterprise level were considered. A study of transformation values among leading and less successful companies was con-
ducted. Indicators of maturity and ability to transform were analyzed. The key stages of the enterprise transformation process
to ensure sustainable development have been determined. The issue of resistance to changes among the company's employees
was investigated and ways to overcome transformational barriers were proposed.

Keywords: transformation, sustainable development, enterprise transformation, transformation process, resistance to
changes.

Cmammro npucesauerHo 00CIiONCEHHIO CYMHOCHI ma 0cobnugocmetl mpancgopmayii nionpuemcme 071 3a0e3nedeHus cma-
71020 po3eumky. byno npoananizoeano pisnomanimui nioxoou 00 GU3HAYEHHs NOHAMMS «MPAHCcGopmayisy ma npogeoena ix
cucmemamu3sayis 3 Memor POpMYII08aAnHs 6I1ACHO20 GUSHAYEHHSA NOHAMMA mpancopmayii nionpuemcmea. Pozenanymo 3ua-
YeHHs1 ma ocoonueocmi mpancgopmayii 01 3a6e3neveHHs CMmaio2o po3UMKY Ha pieHi nionpuemMcmsa, a came: adanmayis 0o
3MIH, 30L1bUEHHS. KOHKYPEHMOCHPOMONCHOCI, ONMUMI3AYis OI3Hec-npoyecis, NOKpaweHHs SKoCmi npoOVKYil, CNPUsIHHIL egheK-
MUBHOMY BUKOPUCIAHHIO PECYPCI8 MA eKONOTUHO YUCTNOMY SUPOOHUYMEY, COYIaNbHULL PO36UMOK, NOKPAUCHHS AKOCMI JHCUM-
ms npayieHuKie ma 3a00601eHHsI nompeb cycnitbemsa. Busnaueno mpu Kuowoei Hanpamu mpancgopmayii nionpuemcmea
(exonociunuil, coyianbHull ma eKOHOMIYHULL) HA 34cadax cmano2o po3eumky. Posenanymo numanus nooanns nionpuemcmeamu
Heghinancosoi 3gimnocmi ionosiono 0o cmanoapmie GRI STANDARDS, sumoe [obansnozo Jozosopy OOH ma Ha ocHosi
npunyunie ESG. Obtpynmosano nepcnexkmusu sacmocysanns npunyunie ESG ma yuacmi y miocnapoonux ESG peiimuneax
OJ151 3A7IYYeHHs IHO3eMHUX THBecmopis. Busnaueno yinnocmi mpancgopmayii 015t npOGIOHUX KOMRAHIL, W0 HAOAoms nepesazy
MONCTUBOCMIE 3POCMANHS MA OUSepCUupiKayii, ma Ons MeHu YCRIUHUX KOMIAHII, OJisL AKUX NPiopumemom € Qinancosa ueooa
ma 3meHutenHi eumpam. IIpoananizoeano NOKA3HUKY 3pLiocmi ma 30amHocmi 00 mpancgopmayii ma eusaeieHo, wo Haludinbw
sazomumu € ¢pinancosa cmpameeis, Oi3Hec-aHANIMUKA Ma CRiibHa po3podoxa cmpameeii mpancgopmayii. loenmugpikosano
sicim emanis npoyecy mpauncghopmayii RIOnpuemMcmea 05 3a6e3neUeHHs. CMan020 PO3GUMKY, WO 3a CEOEI0 CYMMIO € YUKIIY-
Hum. Jlocniodcerno onip 3minam ceped Npayi6HUKI6 NiONPUEMCME Ma 3anpONOHOBAHO WIAXU NOOOJIAHHS MPAHCHOPMAYITIHUX
bap ‘epis. Pesynbmamu 0ocniodcennst € eaxcausumu OJisk peanizayii Rpakmudux 3axo0is, CNpIMOSAHUX HA NIOGULEeHHS eheK-
musHocmi npoyecy mpancgopmayii 015 3a0e3neuents Cmanoeo po3euUmKy.

Kntouoei cnosa: mpancgopmayis, cmanuil po3gumox, mpancgopmayis RiORpUEMcmed, npoyec mpancopmayii, onip 3MiHam.

Problem statement. The global ecosystem undergoes
constant changes, making issues such as fair access to scarce
resources, intergenerational equity, and quality growth
increasingly relevant. The need to adapt and enhance
strategic management approaches becomes more pressing
amid heightened competitive pressures and economic
instability. The path to achieving a sustainable future
globally remains a challenge, but there is a growing trend
among businesses to strive for sustainable development,
achievable by transforming the social, technological,
economic, and environmental aspects of their activities.
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Therefore, it is necessary to carefully study the essence
and peculiarities of enterprise transformation as a strategic
tool for achieving sustainable development, as well as to
identify factors that influence the effectiveness of such
transformational processes.

Analysis of recent research and publications.
Achieving sustainable development goals is a priority
for society as a whole today. The global scientific and
professional community is working on the search,
adaptation, and implementation of methods, approaches,
and tools to achieve these goals. The scientific literature
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widely presents policies and practices for implementing this
toolkit at both macro and micro levels. However, the rapid
development of innovations and technologies constantly
creates new opportunities on the one hand, and on the other
hand, new challenges arise that also need to be addressed.
Enterprise transformation for sustainable development
can change not only their values and operating principles
but also increase the resilience of enterprises to constant
changes in the external environment, improve the quality
and speed of response to them.

Among the foreign scholars who have studied the
issue of enterprise transformation, it is worth mentioning
Boffo R., Patalano R. [11], who examined the impact
of ESG factors on the transformation process, and
Marckstadt F., Dimke M., Obermann W., von Zittwitz B.
[12], who analyzed various factors influencing enterprise
transformation based on sustainable development
principles. Additionally, Klein F., Grundmann G., Josten
F. [13] considered the importance of forming a business
transformation strategy based on sustainable development.

Ukrainian researchers dedicated their work to
studying transformation through various approaches,
namely: as a process — Ivchenko Ye. A. [1], Yerko I. V.
[2]; as a conversion — Markovych 1.B. [4], Tkachuk H. O.
[3]; as a system — Baranovskyi O. 1. [5]; as a social
process — Dolzhenkov O. O. [6], Urakov D. V. [7].
Baskov O. [10] studied trends in sustainable reporting
in Ukraine. Laduba T. and Chala N. [8] explored and
analyzed the transformation process from the perspective
of managers and their teams, communication during
transformations. However, the process of transformation
of enterprises to ensure sustainable development is not
so widely disclosed in the scientific literature. Given the
relevance of the concept of sustainable development, the
issue of enterprise transformation in accordance with its
principles requires further development.

Formulating the purposes of the article. The purpose
of the article is to determine the essence, content, and
peculiarities of implementing the process of enterprise
transformation to ensure sustainable development.

Methodology. To achieve the research objectives,
general scientific methods of analysis and synthesis were
used to reveal the content and structure of enterprise
transformation, identify the peculiarities of enterprise
transformation for sustainable development, and search
for effective solutions to the problems associated with its
implementation; statistical and graphical methods were
used to conduct an objective analysis of available data and
visually represent it.

Presentation of the main research material.
Transformation refers to strategic changes, modifications,
and reorganization aimed at achieving new goals,
improving  operational  efficiency.  Transformation
is a complex and multifaceted concept, which is
justified by a wide range of approaches to its definition
(Table 1).

Summarizing the approaches to defining the concept
of "transformation," it is worth noting that this process
can be considered at various levels. Transformation at
the micro-level is extremely important for enterprises
seeking to adapt to a changing environment, implement
innovations, and ensure their own resilience and ability
to future development. Enterprise transformation is the
process of qualitative and quantitative transformation of
the enterprise's business system under the influence of
internal and external environments, aiming to change the
goals and values of enterprise functioning and transition to
a new level of development.

Enterprises, adapting to changes in internal and external
environments, initiate a process of transformation, which
includes several aspects. The following are mostly subjects
to change [8]:

Table 1

Definition of the concept of "transformation' according to different approaches

Ne | Approach Author

Definition

1 Ivchenko, Ye. A. [1]

system"

"...qualitative transformations or the establishment of an economic system of various
scales, allowing for the transition to a new level of functioning and development of the
system, which is carried out consistently and continuously at all levels of the economic

Process

2 Yerko, I. V. [2]

"...a staged process of qualitative and quantitative characteristics alteration
of'a phenomenon or a system as a whole, which allows for the construction of a new
innovative development model taking into account certain influencing factors"

Tkachuk, H. O. [3]

"...significant, large-scale, and profound changes occurring in the transformational
environment of an enterprise as a result of endogenous and exogenous factors lead to
substantial transformations in the nature, form, content, functions, and corporate policies
regarding the objects of the enterprise's economic system"

Conversion

Markovych 1. B. [4]

"...a moment of radical transformation, during which the structure, characteristics,
and system of relationships undergo complete change",
of continuous change in form"

non

...it is a phenomenon

Baranovskyi O. 1. [5]

(9]
System

functioning"

"...multidimensional and multi-level transition of the economic system from one
qualitative state to another; evolutionary transformation, prolonged and purposeful
quantitative and qualitative changes in the system of economic relations; property
institutions and organizational-legal forms and principles of economic agents'

Dolzhenkov O. O. [6]

"...one of the forms of social processes, which can be directed or undirected; exogenous
or endogenous; spontaneous or planned"

Social
process

7 Urakov, D. V. [7]

"...emerges and is carried out by communities of people who consciously coordinate
their actions to achieve certain goals"

Source: formed by the authors based on [1-7]
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— business processes, especially in the context of
automation and optimization of repetitive processes,
allowing enterprises to work more efficiently;

— organizational structure of the enterprise —reviewing
team structures and updating work processes;

— technologies — implementing digital transformation,
which involves new technologies that enhance productivity
and product quality;

— management, which plays a key role in implementing
changes, as it is necessary to review the organizational
hierarchy, development strategy for more effective
management;

— corporate culture is transformed by introducing
new values to the team, employee behavior, their way
of thinking, which contributes to creating a favorable
environment for innovation and development. Continuous
learning contributes to adapting to changes in the constantly
evolving work ecosystem;

— business model, which involves replacing more
traditional components of the model with progressive and
innovative ones.

The necessity of adhering to the principles of
sustainable development during transformative processes
at the enterprise is justified by the importance of resource
preservation, reducing emissions and environmental
pollution, increasing social responsibility, ensuring
resilience in changing economic and social environments,
as well as creating long-term value. The pillars of enterprise
transformation reflect the main aspects of the sustainable
development concept, including environmental, social, and
economic components (Figure 1).

Taking into account the environmental component
of sustainable development principles at enterprises
contributes to optimizing the use of material resources,
energy, and water resources, leading to cost reduction,
preservation of natural assets, and the creation of

environmentally friendly production. These factors are
strategically significant for both the enterprise itself and
its stakeholders. Furthermore, enterprises that undergo
transformation based on the principles of sustainable
development actively implement measures to minimize
negative impacts on the environment, including reducing
greenhouse gas emissions, toxic substances, and other
pollutants.

Social pillar of enterprise transformation provides the
development of corporate social responsibility programs
aimed at supporting communities, participating in education
and healthcare, as well as a range of other initiatives aimed
at ensuring decent and equal working conditions for its
employees, providing social protection, and promoting
social development. Additionally, transformation is aimed
at improving the quality of life and meeting the needs of
society as a whole.

The economic pillar of transformation entails
developing the enterprise's resilience to changes in the
economic and social environment. By implementing the
principles of sustainable development, enterprises are
better able to adapt to new regulatory requirements, market
changes, and the needs and expectations of stakeholders
such as shareholders, employees, consumers, government
authorities, and local communities. Taking into account
the interests of stakeholders contributes to improving
relationships with them, strengthening the company's
reputation, and ensuring long-term stability and success in
the business sphere.

According to the Law of Ukraine "On Accounting
and Financial Reporting in Ukraine" dated July 16, 1999,
No. 996-XIV [9], large enterprises have been obliged
to submit a Management Report since 2018. This report
should partially contain information about compliance
with the principles and achievements of sustainable
development. The number of companies participating in

Pillars of enterprise transformation based on
sustainable development principles

v v
Ecological Social Economic
v v
Effective utilization of Development of corporate Optimization of operational
resources and energy social responsibility costs

programs

Ensuring environmentally
friendly production

Providing fair working
conditions and compensation,
I social protection

Increase in profit

Expansion of sales markets

Implementing measures to
reduce the negative impact
on the environment

Implementation of social
projects

Supporting economic
stability

Development of eco-
innovations

Engagement of
stakeholders in the changes

Attracting social and
environmental investments

Implementation of waste
management program

Establishing
communication

Development of innovative
products

Figure 1. Pillars of enterprise transformation based on sustainable development principles

Source: developed by the authors
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the submission of non-financial reporting, including data
on sustainable development, increases annually.

In recent years, there has been a noticeable increase
in interest among large companies in preparing and
disclosing non-financial annual reports in accordance
with GRI STANDARDS or the requirements of the
UN Global Compact. In Ukraine, approximately
20 companies and organizations already adhere to
these standards. Some companies have participated in
international ESG systems, ratings, and indices. ESG
(Environmental, Social, and Corporate Governance)
focuses on specific aspects of sustainable development that
affect a company's financial performance and effectiveness.
It includes opportunities and risks associated with their
impact on society and the environment [10].

The application of ESG principles for Ukrainian
enterprises could prove to be a key factor in improving
competitiveness and resilience. One way to increase
investors' confidence in reporting is to engage a third party
to audit sustainable development data, as well as active
participation in international ESG ratings.

The process of implementing an ESG reporting
system in Ukraine is still in its formative stages, and
transformational changes according to the new reporting
approach in companies may take from 3 to 4 years.
During this time, the company gains confidence, attracts
experienced personnel, and develops a practice of applying
ESG principles [10]. According to a survey conducted by
OECD [11], 70% of investors make decisions based on
ESG criteria, while 14% actively consider it. Therefore, the
implementation of ESG policies in Ukrainian companies
can have a positive impact on their operations and attract
foreign investors.

The research conducted by Deloitte [12] among the
management of leading and less successful companies
reflects the assessment of values that can be formed during
the implementation of sustainable development strategies
(Figure 2). The results are presented on a scale where
S represents the highest rating, and 1 represents the lowest.

Based on the research results, it was found that
leading companies focus on opportunities for growth and
diversification of their activities, while less successful
companies prefer achieving financial benefits and reducing
costs. Enterprises recognized as leaders in sustainable
development succeed by leveraging their existing
advantages in the process of transforming their activities.
The company's ability to quickly respond to changes and
adapt to them turns out to be a key source of competitive
advantage.

Having identified the values created in the process of
transformation for sustainable development, it is advisable
to conduct an analysis of maturity and readiness indicators
of enterprises for such transformation (Figure 3). The
indicators are ranked according to their importance for the
enterprise based on the survey results among the respondents.

The most significant maturity and transformation
capability indicators for enterprise leaders are Leadership
team, Strategic financing, and Business analytics, while
Performance management is the least influential indicator.
The results of an extended study conducted by Deloitte [12]
show that leading companies have a higher maturity score
than less successful ones in 11 out of 12 transformation
capabilities. Laggards are on par with leaders in
Performance management, as sustainability reporting
implementation is a starting point for many organizations
but is insufficient on its own to achieve significant results.
The main transformation capabilities that distinguish
leading companies from less successful ones are Strategy
cascading, Strategic foresight (Sensing), and Ecosystem
co-creation, defined as the collaborative development of
transformation strategy with an external business network
to achieve sustainable development.

The process of enterprise transformation for ensuring
sustainable development is complex and occurs in a
specific sequence. Identified indicative stages of enterprise
transformation can help management and stakeholders
better navigate the sustainability achievement process
(Figure 4).

4 Leaders Laggards

Creating new growth
opportunities

»
»,
O

‘e

-
3

Reducing operational cost J

Improved financing access and
cost of capital

e, Increasing profit through price
3 premiums and customer loyalty

Benefiting from higher
valuation

Figure 2. Assessment of values formed during enterprise transformation for ensuring
sustainable development

Source: [12]
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Figure 4. Stages of enterprise transformation for sustainable development

Source: developed by the authors

The process of enterprise transformation for ensuring
sustainable development involves several stages.

1. Analysis of the current state of the enterprise
involves a thorough examination of its financial status,
operational processes, product quality, current business
model, diagnosis of the competitive environment, and
consideration of consumer needs and preferences.
An important component of this stage is conducting
a SWOT analysis to identify strengths, weaknesses,
opportunities, and threats, which will provide better insight
into internal and external factors impacting the enterprise.

2. The initiation of the enterprise transformation process
aims to ensure its sustainable development. Motivations
for initiating this process may include: adapting to trends

98

and environmental changes; enhancing the company's
resilience; shaping its image and aspiring to take leadership
positions in the market; adapting to changes in consumer
needs and preferences; mitigating or significantly
reducing the impact of risks on the enterprise; quality
production planning and change management; improving
productivity and operational efficiency; optimizing
processes through the adoption of new technological
solutions and methods; increasing profitability by
improving product quality; engaging stakeholders in
change implementation and considering their interests;
participating in environmental initiatives; and aspiring to
adhere to the principles of sustainable development and
achieve the goals outlined in the outcome document of the
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UN Summit "Transforming our World: the 2030 Agenda
for Sustainable Development."

3. Developing a strategy for enterprise transformation
to ensure sustainable development involves setting a clear
purpose and defining short- and long-term transformation
goals in accordance with the principles of sustainable
development. It also entails choosing the direction of
development and the depth of future changes.

An important step in forming the strategy is to specify
the transformation processes, which involves analyzing
identified problems, developing strategic initiatives to
address them, and identifying the necessary resources for
implementing such initiatives. It is necessary to develop
mechanisms for monitoring and evaluating the results of
transformationinaccordance withthesetgoals. Additionally,
when developing the enterprise transformation strategy, it's
essential to adhere to documentation regarding sustainable
development, including reports, standards, development
strategies, declarations, and resolutions.

4. Formation of a team responsible for enterprise
transformation. The main goal of this team is to implement
the defined strategy and prepare a plan of preparatory

measures for the successful transformation. This working
group should be responsible for internal communication
within the company and explaining to the staff the
importance of the changes, which involves holding regular
meetings and training sessions to prepare employees for
new requirements and processes.

5. Development of an enterprise transformation plan
involves creating a specific action plan that includes
identifying necessary resources, budget, and timeframe for
the transformation. The developed plan should be flexible
to account for risks associated with changing conditions
and needs, as well as opportunities for adaptation to
achieve successful transformation results. It is advisable
to include monitoring and reporting mechanisms to ensure
the implementation of planned actions within set deadlines
and allocated resources.

6. Organization of transformation changes at the
enterprise involves implementing new processes,
technologies, sustainable  development principles,
management practices, and strategies aimed at balanced
development that ensures economic efficiency, enhanced
social responsibility management, and environmental

Cultural barriers
4 \

Reluctance to change established rules
and traditions

( )
Economic constraints Demonstrating economic benefits for
.. ) ) N employees, seeking alternative sources of
Significant investments in new . . . .
. . funding, strategic planning and budgeting,
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. . ensuring fair wages
L negatively impact employee wages Py,
( 0
Lack of awareness of the importance Communication with the staff,
of changes demonstrating positive outcomes of future
\ . . .
Underestimation of the importance of Zhapges, mvl(zl ving employl/eecsl m ltll.le
changes and their impact on long-term e01sllon-ma dl'ng pro(c;:ss, cadership
business success example regarding readiness for change
- J
f A

Development of mechanisms for collecting
and analyzing feedback from employees,
gradual nature of changes to adapt to new

rules, values, and goals

~

Loss of control

Changes initiated by others can lead to
a loss of sense of independence among

Ensuring transparency and openness about
future changes, providing the opportunity for
feedback from staff, developing a clear
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( A . . . .
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1 N
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L knowledge A development of employees' internal potential

Figure 5. Reasons for resistance to changes and ways to overcome them

Source: developed by the authors
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preservation. Internal communication is a crucial component
that helps engage personnel in the change process and
stimulates active participation in decision-making.

7. Monitoring and evaluating the effectiveness of
transformation results for sustainable development aim
to implement corrective measures promptly. Assessing
the outcomes of transformation allows determining the
degree of task completion and goal achievement. Using
analytical methods provides the necessary information
for systematic monitoring of key transformation process
parameters, enabling the identification of potential areas for
improvement and the detection of possible problem areas.

8. Continuous improvement and adaptation to trends
are key aspects in the context of transformation. This stage
marks the completion of the previous transformation cycle
and the beginning of a new phase of development. The
effectiveness of change implementation for sustainable
development is determined by the capability of the enterprise
for adaptation and innovative growth. This process involves
continual refinement of business processes, openness
to new ideas, and flexibility in responding to changes
in economic, technological, environmental, and socio-
cultural environments. Accordingly, active tracking and
implementation of trends into the business strategy form the
foundation for the sustainable development of the enterprise.

Despite the positive aspects, the transformation process
can trigger resistance to change from employees within the
enterprise. Therefore, it is important to identify the sources
of such resistance and find ways to overcome it. Resistance
to change during the transformation of enterprises for
sustainable development can arise for various reasons
(Figure 5).

Transforming a business based on sustainable
development principles is a challenge, as it requires not
only technical changes but also strategic realignment,
cultural restructuring, and significant investments in staff,
technology, and infrastructure. Thus, businesses need to
formulate a comprehensive, systematic perspective on
sustainable business development that reflects all critical
challenges, including environmental, social, and economic
aspects. This perspective should integrate various spheres
such as responsible production, clean energy, and economic
development, considering their interconnection [13].

In summary, overcoming resistance to changes requires
systematic engagement with stakeholders, ensuring an
effective communication process, implementing training
and support programs for staff, and demonstrating specific
benefits and advantages of transforming the enterprise
towards sustainable development.

Conclusions. Enterprise transformation for ensuring
sustainable development reflects a strategic approach to
addressing environmental, social, and economic challenges
facing businesses in today's realities. The transformation
process involves quantitative and qualitative changes
in business processes, business models, organizational
structure, technologies, management, and corporate
culture aimed at optimizing production processes, reducing
negative environmental impact, improving working
conditions, and promoting social responsibility.

Therefore, enterprise transformation based on
sustainable development principles is not only necessary
but also an integral part of modern corporate strategy
aimed at achieving harmony among economic, social, and
environmental goals.
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