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Urgency of the research. Plentiful evidence has now
been provided that regulation stakeholders behavior is
essential for management effectiveness because it will ensure
the regular corporations' development.

Target setting. The decreasing of corporate conflicts can
promote constructive relationships with stakeholders in the
process of understanding communication.

Actual scientific researches and issues analysis.
Ukrainian researchers focus on studying, which includes
outside economics issues as well as conflicts between
majority and minority shareholders (O. V. Garagonich [1].
Corporate disputes in Ukrainian conditions are also
characterized by lower firm valuations (T. V. Momot [3].
Despite a considerable amount of research, we should
develop tools for corporate conflicts management. It should
take into account the volatility and uncertainty of the national
economic environment.

The research objective. This study aims to define the
type of corporate disputes, to find methods to manage its
destructive influence to the corporate governance.

The statement of basic materials. The research defined
the level of the corporate tension and the most common
organizational disagreement - dissatisfaction with manager's
work. The study is coming up with adjustments which are
necessary for conflict prevention and methods for its
resolving. The study found that 69% of the corporations use
mediation as the leading mechanism for conflict resolving

Conclusions. This paper defines corporate conflicts and
identifies the methods which Ukrainian companies use to
prevent and avoid them. The article then develops the link
between the value of the key indicators and level of the
corporate tension, arguably one of the threats to
organizational climate and the performance of the company.
Finally, it considers some managerial requisites for dealing
and preventing corporate conflicts.
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AkmyanbHicmb memu OocnidxeHHs1. Y cy4acHux
ymMo8ax 3pocmae posib | 3HaYeHHS1 yrpassiiHHA no8ediHKO
cmetikxondepis, wo crnpusmume cmabifibHOMy PO38UMKY
Kopriopauii.

locmaHoeka  npobnemu.  3HWKEHHS  KinbKocmi
KopriopamueHUX KOHGhIIiKmie Crpusmume KOHCMPYKMUBHIU
83aemMo0ii i3  3auyikaeneHUMu cmopoHaMu 8  fpoueci
KOpriopamueHO&20 yrpassliHHS.

AHani3 ocmaHrHix docnidxeHs i nybnikayil. YkpaiHcbKi
docniGHUKU 30cepedxytomb C800 ygazy Ha OBMEXeHHI rnpas
MIHOpUmMapHuUXx aKujoHepig MaxkopumapHUMU
(O. B. TlapaeoHuy, [1]), a maKoX 3HUXEHHS1 PUHKOBOI
gapmocmi Kopriopauili 4epe3 KopriopamusHy OuC2apMOHito,
wo npedcmasuna y OocnioxenHsx T. B. Momom [3].
Hessaxaroyu Ha sazomicmpb OocnidxeHb y cehepi yrnpasiHHS
nompebye po38UMKY mexHoroaisi ynpaeniHHs
KopriopamugsHUMU KOHgbrliKmamu 8 ymogax HecmabinbHocmi |
HeBU3Ha4YeHOCMi yMO8 308HIWHBL020 cepedosuLa.

locmaHoeka 3aedaHHs. Memow OocniOXeHHs €
po3sumok murosioeil KoHgikmig, yOocKoHaneHHs Memodis ix

BUPIWEHHS.
Buknad ocHoeHO20 Mamepiany. Asmopamu 6yrno
8u3Hayarsno pigeHb KopriopamugHoi HanpyxeHocmi

8iMYuU3HAHUX nidnpuemMcme ma Halbinbw nowupeHa npuvyuHa
opeaHizayiltiHux po3bixHocmel - He3adosoneHicmb pobomoto
meHeOxepa. [ocnidxeHHs nepedbayae 8HECEHHST KOpeKkmus,
HeobxiOHux Onsi  3anobieaHHIO KOHGbIIKMYy ma eusHadyae
mMemoou ix eupiweHHs. [ocnioxeHHs noka3ano, wo 69%
Kopriopayili  eukopucmosyroms MocepeOHUHUKI8 (mpemio
CMOPOHY) 5K 3acib supiweHHs1 KOHGIKmie

BucHoesku. Cmamms 8u3Havae KopriopamusHi
KOHnikmu ma  memodu, siKi  yKpaiHCbki  KoMmnaHil
sukopucmosytoms 01 Ix 3arobicaHH ma  YHUKHEHHS.
JemMoHCmpye 38'A30K MK K/IHOHOBUMU MOKa3HUKamu ma
pigHeM KopriopamugHoI HanpyXeHocmi, sika € 3a2po30t0 Onsl
opeaHi3ayitiHo20 Krimamy ma rnpoo0yKmueHOCMi KOMMaHii.

Knroyoei cnoea: KoHGniKkm, munu KopropamusHUX
KOHGbrIikmie; memoodu 8UPIWEHHS KOHGbr1ikmis;
rnocepedHuymeo; apbimpasx; KopropamueHe yrnpaesniHHs.

Urgency of the research. Plentiful evidence has now been provided that regulation stakeholders
behavior is essential for management effectiveness because it will ensure the regular corporations'

development.

Target setting. Plentiful evidence has now been provided that regulation stakeholders behavior is
essential for management effectiveness because it will ensure the regular corporations' development.
Methods by which those conflicts can decreased and the essential ingredients for their prevention
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become relevant, to the behavioral approach of corporate governance. Moreover, if that necessary,
managers should regulate organizational conflicts that have arisen between their stakeholders.
Corporate practice shows, it's impossible to avoid conflict situations completely. So far, it is more
reasonable to find efficient tools, technologies, mechanisms for corporate conflict management.

The decreasing of corporate conflicts can promote constructive relationships with stakeholders in
the process of understanding communication.

Actual scientific researches and issues analysis. The literature on the topic of conflicts is vast
enough. Traditional approaches to elaborate conflicts emphasize such theories the concept of
positive-functional disputes by L. Coser [5], Conflict Model of Society by R. Darendorf [6], and the
General Theory of Conflicts K. Boulding [4].

Ukrainian researchers focus on studying the issues of the corporate conflicts for its emerging
conditions where the enforcement of agency contracts are more problematic (Ye. V. Mishchuk,
Ya. V. Kabachenko) [2]. It includes outside economics issues as well as conflicts between majority
and minority shareholders (O. V. Garagonich) [1]. Corporate disputes in Ukrainian conditions are also
characterized by lower firm valuations (T. V. Momot) [3].

Uninvestigated parts of general matters defining. Despite a considerable amount of research,
we should develop tools for corporate conflicts management. It should take into account the volatility
and uncertainty of the national economic environment.

The research objective. This study aims to investigate the definition of conflict, to define the type of
corporate disputes, to find methods to manage its destructive influence to the corporate governance.

The statement of basic materials. In the early 1990's, corporate privatization occurred to
restructure business operations from a government organization to a privately owned entity. That
promoted a radical restructuring of the Ukrainian economy. The joint-stock company became the most
acceptable organizational structure for large enterprises with lots of participants (owners, investors,
and professional managers). Consistent with that situation, Ukrainian businesses dealt with an agency
problem. The agency problem or conflict of interest affects companies where company's management
is expected to act in stockholders’ best interests. Because of that, in joint-stock companies, managers
and shareholders (owners) have a lot of contradiction. It is related to the situations where they have
the different view how to maximize their wealth. The differences in functions responsibilities, goals,
tasks, as well as a variety of company, values, interests, perspectives on problems, can be causes of
the conflicts in the work process. Furthermore, managers want to increase their influence and
frequently don’t care about organizational performance. Therefore, managers and owners need to be
capable of resolving such disagreements.

In this paper, we propose using methods and techniques which help to prevent and resolve
conflicts as soon as possible and to avoid its destructive influence on the company.

Corporate conflicts appear in everyday organizational routines when employees, managers,
shareholders or groups of them interact with others. It is related to the situations where there are any
disagreements, contradictions or dissensions. The differences in functions responsibilities, goals, and
tasks, as well as a variety of personal qualities, values, interests, views on problems, can be causes of
the disagreements in the work process.

The study divided corporate conflicts into several categories. The disputes, which appears because
of ownership and control separation: arguments between owners (principals) and managers as well as
the disagreements between controlling and minority shareholders.

Horizontal Conflicts refer to disagreements between agents or principals at the same hierarchical
stage in the company. Vertical Conflicts relate to disputes between them at the different hierarchical
level such as CEO and functional managers.

Intra-Organizational conflicts are a type of conflict that happens within an organization.

They can be helpful in coming up with decisions which will eventually allow it to reach its objectives
as a team.
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Inter-Organizational conflicts take place when a misunderstanding arises among different
corporations or the corporation' stakeholders. For instance, the research department of an
organization can come into disputes with the investors. It is due to different interests of stakeholders.
Also, competition contributes to intergroup conflicts to arise.

Functional conflicts are a struggle between individuals who are engaged in dispute but remain
together, respect another opinion and no longer at odds with each other. Dysfunctional conflicts occur
when information is kept, and emotions distort the content issue.

In this study, both quantitative and qualitative research methods were used to identify Ukrainian
corporate conflicts. We formed two target groups of companies. The first subpopulation comprised 40
organizations, represents organizational disagreements and their causes, as well as the principal-
agent arguments. It is based on the companies' events which have happened from 2014 to 2016.

The second subpopulation includes 80 joint-stock companies. The database was used to identify the
ownership structure and protection mechanism against managers’ behavior. The selection criteria
included groups of different sectors of the economy. It includes companies involved in the corporate
conflicts. It was based on the company information about dismissal, changing of the owner, litigation or
arbitration. Annual reports of organizations, news, and analytical reports became the source of the data.

We then chose indicators that companies such as revenue (R), net profit (NP), a quantity of
gainfully employed (GE), total assets (TA) and dividends (D) to evaluate the level of the corporate
tension. There are some reasons why we choose such indicators.

First, these indicators agree to the operating enterprise principle.

Second, they reflect the development of the enterprise, its growth, and flexibility, which can be sufficient
without a favorable corporate climate. Their change shows the business's and management ability to adapt
to changes in the environment. In other words, they show a change in the corporate tension.

Third, they are available, because if a company is publicly traded, it must file extensive
documentation with the Securities and Exchange Commission.

Fourth, these indicators reflect the most critical commercial characteristics for shareholders, such
as economic growth and size of the corporation, return on assets, productivity, and the return on
investment for a stock.

Fifthly, dynamics of these indicators are easily controllable.

If the company profit average annual growth rate higher, it indicates that costs decrease and it will
set the standard measure for the corporate conflict decreasing. We get the following rates to analyzed
characteristics (see equation (1)):

It will work when the growth of the business is beneficial not only for shareholders but also for
agents in corporate relations.

{1 < AAGR (GE) < AAGR (TA) < AAGR (R < AAGR (NP) 1)
1 < AAGR (D),

In other words, it will provide an integrated and whole evaluation of the balance of corporate
interests, the quality of corporate management and give us information about organizational climate.
Moreover, we can investigate the correlation of these criteria and identify their coherence, but it is a
subject of the future study.

The market value indicator can't characterize the degree of coherence of corporate interests, while
the rates of indicators correspond task solution.

The equation (1) is the evidence of the company's development and an indication of the absence of
corporate conflicts.

The degree of approximation the real dynamics from the benchmark will characterize the level of
corporate tension, as well as its compliance with the shareholders' expectation. Moreover, the
equation (1) can be used as a basis for monitoring the activities of corporations of various industries.
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A large number of consequences, which characterizes the financial results of corporate
management, creates methodological difficulties for its processing. It makes it difficult to choose the
most important of them.

Therefore, we propose a single integrated indicator. It allows removing an amount of information
about achieving results. Also, it manages an analysis of both competitors and departments of the
same corporation.

We define the system (2) in the matrix to build an integrated assessment without any corporate
tension. In other words, it will present benchmark situation (C(B)) of the company:

C(B) = {w;}
1,if AAGR (i) > AAGR (j) & i = j
i) —1, if AAGR (i) < AAGR ())
0, if indicator AAGR (i) and indicator AAGR (j) doesn't correspond (2)

Where p - an element of the matrix for the benchmark situation, i, j —companies’ indicators,
AAGR(i), AAGR (j) — an average annual growth of the companies’ indicators.
We build the same matrix for the actual situation (C(4)) of the company.

C(A) = {n;} 3)

In many cases, the actual rate doesn't match the benchmark one. Therefore it is necessary to
calculate the degree of deviation the real criteria from the benchmark one. The gap between C (B) and
C (A) characterizes the degree of variation (d) of the actual corporate tension from the required one. It
calculates the equation (4):

- 4

Cd = ZZ'M” — 1]

n
i=1j=1

After that, it should be normalized by using the equation (5)

_d ®)
T 2nnz

Where nnz is the number of nonzero elements in a matrix. It doesn’t include items in the main
diagonal; 0<R<1. If R=0, then the level of the corporate tension equal 0 %, the higher R, the higher
percentage of the corporative pressure in the company. In other words, the indicator allows giving an
evaluation of the effectiveness of corporate conflict management.

Finally, we are using online questionnaires to investigate which method companies prefer to use to
resolve their conflicts.

The results obtained from this study, show that the most common conflicts under Ukrainian
conditions practice is a conflict related to the dissatisfaction of shareholders with the work results of
the corporate managers. The disagreements led to the manager resignation in all eight cases,
however, only in three of them, the manager conflicted before that. Expansion of ownership is the
second most common reason for conflicts according to the result. It is quite a predictable result,
because of the high concentration of the property by majority shareholders.

Finally, the conflicts of managers with new companies owners are the third most common conflicts.
At the same time, managers were dismissed in half of the cases (3 out of 6), with the purpose to put
shareholders' person to the positions. In other three cases, they had different views or were fired due
to the lack of positive results.
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Table 1
Type of problems experienced by corporations
N 3/n Type of problems Number of statements Sample
1 Managers Underperformance or Poor Performance 8 94
2 Ownership conflicts 6 94
3 Conflict of interest 3 94
4 Managers opportunistic behavior 5 94
5 Conflicts with the government 4 94
6 The expansion of the property 7 94
7 Conflicts with the owner 3 94
8 Owners conflict of interests 1 94
Total 37 -

There were no cases of conflict involving employees of the company or its suppliers because most
of these conflicts are not reported.

We investigate the average annual growth rate of the key company indicators and identify the level
of corporate tension of the Ukrainian corporations. Tab. 2 shows Sample data of the average annual
growth and Benchmark and Annual indicators. The sample size 80 Ukrainian companies. The data
covers 2014-2016.

Table 2
Average annual growth Ukrainian companies— by the key indicators

Indicator Benchmark Average annual Anual ranking Ranking

Ranking growth deviation
1 1 1,00 1 0
GE 2 1,60 3 -1
TA 3 1,50 2 1
R 4 1,80 5 1
NP 5 1,70 4 -1
D 6 1,90 6 0

Tab. 3 shows the Benchmark Order of the Average annual growth. Tab. 4 shows the Annual Order
of the Average annual growth.

Table 3
Matrix with Benchmark Order of the Average annual growth
1 GE TA R NP D
1 1 -1 -1 -1 -1 -1
GE 1 1 -1 -1 -1 0
TA 1 1 1 -1 -1 0
R 1 1 1 1 -1 0
NP 1 1 1 1 1 0
D 1 0 0 0 0 1
Table 4
Matrix with Annual Order of the Average annual growth
1 GE TA R NP D
1 1 -1 -1 -1 -1 -1
GE 1 1 0 -1 -1 0
TA 1 0 1 1 -1 0
R 1 1 -1 1 1 0
NP 1 1 1 -1 1 0
D 1 0 0 0 0 1
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We calculate the degree of deviation the real criteria from the benchmark one and

d=10

R=10 /(2*22)=0,22

If R=0,22 then the level of the corporate tension Ukrainian corporation equal 22 %. So, it will be
good for them to implement measures to prevent and decrease their corporative conflicts

Conclusions. We have attempted to define corporate conflict and its types such as horizontal and
vertical, intra and inter-organizational, functional and dysfunctional. It then considered that the most
common organizational arguments is dissatisfaction with manager's work by shareholders' opinion.
Ukrainian corporations have also problems with Ownership Expansion, because of the high
concentration of the property by majority shareholders.

We later developed the link between corporate conflicts and key companies' indicators. We
considered when the company profit average annual growth rate higher than the average annual
growth rate of revenue, total assets and gainfully employed such a company doesn't have any
corporate tension and vice versa.

We conclude that better way to avoid conflict is to prevent them. A company should regulate its
legal documents, to develop and implement Corporate Governance Code, to introduce the position
who will be responsible for the favorable corporate climate. Corporate Secretary, for instance, can
solve such conflicts on the low and middle management level, and the Board of Directors Conflicts
Committee will control the work of the corporate secretary, prevent and solve them on the high

management level.

Dealing with a dispute, we determined some tools which corporation can use to resolve a conflict. It
can include involving the neutral side to the corporate disagreements. It can be an organizational
mediator or professional consultant outside the corporation.
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