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Abstrakt

Abstrakt

GERWALD, F.: Reputationsmanagement als Grundlage fir nachhaltige Kun-
denbeziehungen in der Versicherungswirtschaft [Dissertation]. Wirtschaftsuni-
versitat in Bratislava. Fakultat fiir Betriebsmanagement. Lehrstuhl fiir Betriebs-
finanzen. Betreuer: Dr. h. c. Doc. PhDr. Peter Doréak, PhD., MSc., DBA. Ab-
schluss: PhD. Bratislava, 2023.

Der Aufbau einer guten Reputation dauert oft viele Jahre, sie kann aber in nur
wenigen Minuten dauerhaft zerstdrt werden. Dieser Arbeit soll Faktoren identi-
fizieren und gewichten, die die Reputation von Versicherungsunternehmen in
Deutschland und der Slowakei bestimmen. Um sicherzustellen, dass die vom
Versicherer getroffenen ReputationsmaRnahmen erfolgreich sind, und um Hand-
lungsmdglichkeiten zu modellieren, werden sowohl die Sichtweisen der Unter-
nehmen als auch die der Kunden untersucht. Nachdem in Forschungsphase |
durch eine systematische Literaturrecherche ein Uberblick iiber den Stand der
Forschung zur Problematik gewonnen wurde, folgte in Forschungsphase 11 eine
Betrachtung der Sichtweise der Versicherer. Dazu wurden zwolf halbstruktu-
rierte Experteninterviews mit Fihrungskréften aus der VVersicherungsbranche ge-
flhrt und qualitativ ausgewertet. Danach wurde in der Forschungsphase 111 die
Sichtweise der Kunden, die exemplarisch fir die Vielzahl der Stakeholder ste-
hen, durch eine Onlineumfrage beleuchtet, die von 224 Versicherungskunden in
Deutschland und der Slowakei beantwortet wurde. Sie wurde durch Anwendung
der explorativen und konfirmatorischen Faktoranalyse quantitativ ausgewertet.

Als bedeutendste Faktoren fr die Bildung einer positiven Reputation wurden die
Schnelligkeit bei Riuckmeldungen und Bearbeitungen sowie gut ausgebildetes
und motiviertes Personal ermittelt. Die Forschung zeigte, dass in der Versiche-
rungsbranche teils andere Faktoren tber Reputation entscheiden als in anderen
Branchen. So ist die Ertrags- und Finanzkraft der Versicherer fur die Kunden
relevanter als der Auftritt in den sozialen Medien, die Wahrnehmung der sozialen
Verantwortung ist tendenziell ein Hygienefaktor. Aus den Ergebnissen wurde ein
10-Punkte-Plan entwickelt, der den Versicherern eine Grundlage beim Aufbau
eines Reputationsmanagements bietet, um im Vorfeld mdgliche Reputationsrisi-
ken zu eliminieren, so dass es gar nicht erst zu einem Reputationsverlust kommt.

Die Arbeit enthalt 129 Seiten, 6 Kapitel, 13 Abbildungen und 42 Tabellen.
Schlisselworte:
CRM; Kundenbindung; Reputation; Reputationsmanagement; Versicherung



Abstract

Abstract

GERWALD, F.: Reputation Management as a Basis for Sustainable Customer
Relations in the Insurance Industry [Dissertation]. University of Economics in
Bratislava. Faculty of Business Management. Department for Corporate Finance.
Doctoral Advisor: Dr. h. c. Assoc. Prof. PhDr. Peter Doréak, PhD., MSc., DBA.
Graduated to: PhD. Bratislava: FBM UE in Bratislava, 2023.

The establishment of a good reputation often takes many years, but it can also be
permanently destroyed in just a few minutes. The aim of this thesis is to identify
and prioritize factors that determine the reputation of insurance companies in
Germany and Slovakia. In order to ensure that reputation measures taken by the
insurer lead to successful results and to model possible courses of action, the
perspectives of both the companies and the customers are examined. After gain-
ing an overview of the state of the problem through a systematic literature search
in research phase I, the perspective of the insurers was examined in research
phase 1l. For this purpose, twelve semi-structured expert interviews were con-
ducted with executives from the insurance industry, which were evaluated qual-
itatively. Subsequently, in research phase 11, the perspective of customers was
examined by means of an online survey, which was answered by 224 insurance
customers in Germany and Slovakia. The quantitative evaluation of the results
was carried out by applying exploratory and confirmatory factor analysis.

The most important factors for the formation of a positive reputation were iden-
tified as the speed of feedback and processing, also as well-trained and motivated
staff. The research has shown that in the insurance industry, different factors of-
ten determine reputation compared to other industries. For example, the earnings
and financial strength of insurers are more important to customers than their pres-
ence on social media, while the perception of social responsibility is more of a
hygiene factor. Based on the results of the study, a 10-point plan was developed,
which provides insurers with a basis for reputation management in order to elim-
inate possible reputation risks in advance and prevent reputational loss.

The thesis with 129 pages is divided into 6 chapters, including 13 figures and 42
tables.

Key Words:
CRM; customer loyalty; reputation; reputation management; insurance
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Introduction

Introduction

“It takes 20 years to develop a good reputation, and five minutes to ruin it. If
you think about that, you'll do things differently.”
(Warren Buffet)

Building a good reputation is an undertaking that must be understood as a long-
term investment. Companies with a positive reputation are assumed by stake-
holders to be above-average performance. At the same time, the strategic com-
petitive position is improving, making it easier for the company to make higher
profits, consolidate customer and supplier loyalty, and reduce transaction costs.
A high reputation also reduces the incidence of crises and economic fluctuations.

As valuable as a positive reputation for the company is, it is fragile. A long-term
reputation can be destroyed within a few moments and reversed. After the de-
struction of a previously good reputation, a recovery of the good values is only
possible in the long term and with great effort. In order not to get that far, a
targeted reputation management on the part of the company is needed.

For a company to manage its reputation in a targeted manner, it must first deter-
mine which factors have any influence on the perceived performance at all. Be-
cause massive investments in reputation-building measures are only amortized if
the management of the company assesses the relevance of the individual factors
in the same way as the stakeholders.

The discussion on reputation management gains additional momentum due to the
advancing digitalization. The influence of customer reviews on online portals
and social media is steadily increasing, as the user gets their say on many plat-
forms. User reviews are of high importance as their opinions are considered neu-
tral by other users. Reputation is also formed online, and companies need to find
a way to monitor and analyze their customers’ online feedback.

12



Current state of the problem

1 Current state of the problem

A company'’s reputation among its stakeholders is a valuable asset and one of its
most valuable success factors.! From the stakeholder perspective, the reputation
of a company provides an assessment basis for the estimation of the company’s
contribution to its own and the common good.? Specific performance character-
istics of individual companies are increasingly easier and faster copied by com-
petitors, while the reputation as intangible value is difficult to take over by com-
petitors.®

1.1 Demarcation of reputation from other concepts

In order to approach the topic of reputation from different sides, it is necessary
to cleanly separate the terms reputation, identity and image. The demarcations
made in the following chapter serve as the basis for further investigations in the
framework of this work.

1.1.1 Reputation

In the literature there is a wide range of research into the question of what exactly
reputation is. The consensus of all descriptions is that the reputation as an intan-
gible enterprise value is an extremely fragile element that any organization has
at its disposal. A company’s positive reputation has an impact on many areas of
the business environment. It helps to ensure that the company is valued, re-
spected, and perceived positively by customers, investors, suppliers, and employ-
ees.* At the same time, a high reputation reduces vulnerability to economic crises
such as the 2008 financial crisis. The sharpening of the company profile makes
it easier for companies to stand out from the competition in the perception of
customers and create unique selling points.®

The battle for young talents has long begun in the insurance industry. In the
choice of employer, in addition to the question of remuneration, the reputation

! POLLAK, Frantidek; DORCAK, Peter; MARKOVIC, Peter. Corporate Reputation of Family-
Owned Businesses: Parent Companies vs. Their Brands. 2021, p. 1.

2 HELM, Sabrina. Unternehmensreputation und Stakeholder-Loyalitat. 2007, p. 1.

8 KIRSTEIN, Sandra. Unternehmensreputation. 2009, p. 3.

4 FAROOQ, Omar. Corporate Reputation and Analyst Coverage: Evidence from Europe. 2016,
p. 1302.; FEARNLEY, Matt. Corporate Reputation: The Wasted Asset. 1993, p. 4.

5 TERNES, Anabel; RUNGE, Christopher A. Reputationsmanagement. 2015, p. 1.

13



Current state of the problem

of the company is increasingly a decisive criterion. For employees, the pride in
the company, the work carried out there and the company’s values are an essen-
tial element of self-expression.® The recruitment of well-qualified and motivated
employees increases business results and brand value in the medium term.”

In scientific literature, there are differentiated approaches to the definition of rep-
utation. In the early 1990s, various authors formulated their different definition
approaches. Thus, Hall described that in his view, the emotions and knowledge
of individuals determine the reputation of companies.® For Dozier, reputation
arises on the one hand from the immediate experience of the stakeholders, but
also from a continuous communication process.® Thus, while Hall and Dozier
use both affective and cognitive perspectives to define reputation, Fombrun is
limited to a primarily affective perspective.® A few years later, he published his
approach, according to which reputation is the overall assessment of a company
by its stakeholders, which is composed of all the affective reactions of customers,
investors, employees and the public.?* A different approach to the definition,
however, see Gray and Balmer. For them, the reputation of companies is more
of a valuation of company characteristics.*? This view does not consider the af-
fective components but focuses on the conscious perception of the stakeholders.

Cannon and Schwaiger also designed a two-dimensional view of the company’s
reputation in 2004. They label the two constructs with the terms sympathy and
competence. With sympathy, they describe the degree to which people see a com-
pany as sensitized to non-profit issues. Competence stands for the degree to
which the company is able to produce high-quality products and services, thus
operating a stable and profitable business.

TERNES, Anabel; RUNGE, Christopher A. Reputationsmanagement. 2015, p. 3.

TERNES, Anabel; RUNGE, Christopher A. Reputationsmanagement. 2015, p. 2-3.

HALL, Richard. The strategic analysis of intangible resources. 1992, p. 138.

DOZIER, David M. Image, Reputation and Mass Communication Effects. 1993, p. 230.

0 KIRSTEIN, Sandra. Unternehmensreputation. 2009, p. 31.

11 FOMBRUN, Charles J. Reputation: Realizing value from the corporate image. 1996, p. 37.

12 GRAY, Edmund R.; BALMER, John M. T. Managing Corporate Image and Corporate Reputa-
tion. 1998, pp. 696-697.

13 CANNON, Hugh M.; SCHWAIGER, Manfred. Accounting for Company Reputation: Varia-

tions on the Gold Standard. 2004, p. 301.

© © N o
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Figure 1: Classification of corporate reputation

>
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Source: Own presentation based on: Cannon H. — Schwaiger, M. 2004, Accounting for
Company Reputation, p. 301.

With this view, Cannon and Schwaiger link to the presentations of Dozier and
Hall, who also consider the affective and cognitive perspectives. Even with high
research and development budgets, it is increasingly difficult for the insurance
industry to achieve high profit margins through product differentiation strategies
and market segmentation. As soon as an insurer identifies and fills out a market
gap, the competition copies the idea and reinforces the displacement competition.
With increasingly similar portfolios of companies, the reputation is therefore be-
coming increasingly important. 4

To ensure a scientifically clean description of the concept of reputation, the con-
cept of reputation must be distinguished from the concepts of identity and im-
age.’® The identity is based on the corporate culture and arises from the inside of
the company. It consists of current practices, company history, corporate values,
and behavior.® Walker also draws on the stakeholder’s point of view to distin-
guish between them. While corporate identity is an internal view (what do we

4 CANNON, Hugh M.; SCHWAIGER, Manfred. Accounting for Company Reputation: Varia-
tions on the Gold Standard. 2004, p. 301.; TERNES, Anabel; RUNGE, Christopher A. Reputa-
tionsmanagement. 2015, p. 2.

15 BARNETT, Michael L.; JERMIER, John M.; LAFFERTY, Barbara A. Corporate Reputation:
The Definitional Landscape. 2006, p. 33.

% MELEWAR, T. C.; KARAOSMANOGLU, Elif; PATERSON, Douglas. Corporate identity:
concept, components and contribution. 2005, pp. 73-74.
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Discussion

5 Discussion

The results of this work show that other factors are crucial in the formation of
reputation in the insurance industry than in the rest of the sectors. One of the
reasons for this is the strong regulation by the legislator, which gives companies
little room for maneuver to distinguish themselves from one another. Numerous
research into the reputation of the automotive industry, the hotel industry, or the
travel industry, however, there is no study that focuses solely on the reputation
of insurance companies. This research gap is intended to close this thesis by cal-
culating factors specifically geared to insurers for the formation of reputation.

The study compares the perspectives of specialist literature, insurers and insur-
ance customers, looks for similarities and highlights differences. The results ob-
tained are intended to enable insurers to install efficient reputation management
and use their measures to improve reputation in such a way that they achieve the
greatest possible success. This should be done by focusing on the five factors
identified during the investigation. Efficient reputation management ensures that
reputational damage does not occur in the first place, as any critical points are
thus defused in advance. Reputation management is not a one-off short-term ac-
tion, but an ongoing observation of the relevant factors. The results are based on
the literature research, twelve expert interviews and 224 answers to the customer
survey of insurance customers in Germany and Slovakia.

5.1 Recommendations for insurers

The study has shown the factors that insurers need to work on in order to effi-
ciently use their resources to build and maintain their reputation management.
The biggest lever to improve reputation has been the response time for feedback
and the speed of processing times. Insurers should follow best practice examples
such as Amazon. Customers have had positive experiences regarding speed in
other industries such as online mail ordering and also apply these expectations to
insurance companies.

The use of chatbots for customer communication has so far had the disadvantage
that the performance of the bots was limited and that accordingly they were only
used cautiously by the customers. Meanwhile, the performance of chatbots like
ChatGPT has improved to such an extent that this technique can be a valuable
support for insurers in their customer communication. The use of artificial intel-
ligence can increase the response speed in customer communication and thus

104
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INDUSTRIE 4.0 hat Auswirkungen auf alle Bereiche, Politik, Gesellschaft und
Wirtschaft. Auch der Hochschulbereich bleibt davon nicht unbertihrt. Hochschu-
len sind Wegbereiter bei der Wissensvermittiung und mussen gemaB Bologna
die Beschaftigungsfahigkeit der Studierenden starker forcieren.

Die vorliegende Arbeit beschaftigt sich mit den von Industrie 4.0 indizierten Ver-
anderungen bezogen auf das BWL-Studium in Deutschland und der Slowakei.
Bei dieser Untersuchung riicken die Anforderungen an die Betriebswirte von mor-
gen in den Mittelpunkt. Mit Hilfe des Mixed-Method-Ansatzes wird ein qualitativer
und ein quantitativer Forschungsansatz durchgefuhrt.

Anhand von Experteninterviews und Online-Fragebdgen werden kunftig bedeut-
same Lehrinhalte als Anforderungsprofile aus praktischer und akademischer Per-
spektive abgeleitet. Fur ein betriebswirtschaftliches Studium in Deutschland und
der Slowakei werden Musterstudienplane erarbeitet, die erkennbare Trends
durch Industrie 4.0 induziert beinhalten.
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Die Phase der Post-Merger-Integration (PMI) bedingt grundsatzlich groBe orga-
nisationale Transformationen. Nach der Erfauterung der Bedeutung der indirek-
ten, vertikalen PMI erfolgt die Erarbeitung eines konzeptionellen Forschungsrah-
mens. Bestehende Erkenntnisse werden vernetzt sowie die Forschungsziele ab-
geleitet. Deshalb werden in einer ersten qualitativen Studie vermutete, effiziente
PMI-MaBnahmen, Thesen und Hypothesen definiert. AnschlieBend erfolgt die
quantitative Untersuchung mittels schriftlicher Expertenbefragung. Neben ver-
schiedenen, integrativen Regressionsmodellen und der Feststellung der Kernres-
sourcen erfolgt die Evaluation intra- und interorganisationale Top-Integrations-
maBnahmen. Durch Berucksichtigung weiterer Ergebnisse wird ein ressourcen-
orientierter PMI-MaBnahmenkatalog abgeleitet. Auf Basis dessen ermbglichen
die Forschungsergebnisse die Erstellung einer PMI-Verantwortlichkeitsmatrix.
Die verdichteten Erkenntnisse lassen weiterhin das Ableiten praxisorientierter
PMI-Leitlinien sowie die Applikation fur die Bereiche Wissenschaft, Lehre und
Praxis zu. Schlussendlich wird auf zukiinftigen Forschungsbedarf hingewiesen.
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Nachhaltigkeit ist eines der zentralen Themen unserer Gegenwart. Die wissen-
schaftliche Literatur zur Wirtschafts- und Managementlehre stellt dementspre-
chend fest, dass in vielen Unternehmen und bei Fuhrungskraften das Thema
Nachhaltigkeit in den vergangenen Jahren wieder einen hdheren Stellenwert auf
der Agenda eingenommen hat. Dabei ist das Fuhren eines Unternehmens in ei-
nem mehr nachhaltigkeitsorientiertem Wege sehr anspruchsvoll. Es bedeutet,
dass Manager informierte unternehmerische Entscheidungen treffen. Diese ba-
sieren u. a. auf der Integration von dkonomischen, dkologischen und sozialen
Aspekten bei der Verfolgung der Unternehmensziele.

Die vorliegende Arbeit beschaftigt sich daher mit dem Wesen der dkonomischen
Nachhaltigkeit und der Fragestellung, ob dkonomische Nachhaltigkeit messbar
ist. Das Ergebnis der Arbeit zeigt die teils vernachlassigte Bedeutsamkeit der
dkonomischen Nachhaltigkeit und liefert damit neue Schlussfolgerungen und Im-
plikationen fur die aktuelle Nachhaltigkeitsforschung.
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Nach einem rasanten Wirtschaftswachstum wahrend der vergangenen Jahr-
zehnte zahlt die Volksrepublik China im internationalen Vergleich heute zu den
wichtigsten Volkswirtschaften. Das Ergebnis der marktwirtschaftlichen Offnung
des Landes ist Uber die Jahre hinweg betrachtet eine wachsende internationale
Wettbewerbsfahigkeit lokaler Unternehmen.

Die vorliegende Arbeit beschaftigt sich mit Unternehmenskaufen und -fusionen
unter westlicher Investorenbeteiligung in der Volksrepublik China. Das Augen-
merk richtet sich auf Risikofelder der Due-Diligence Disziplinen Finance, Tax und
Legal im Zuge einer Transaktion mit mittelstandischen Zielunternehmen. Das the-
oretische Fundament bildet die Prinzipal-Agent-Theorie, welche ungleich verteilte
Informationen zwischen den Akteuren unterstellt. Es wird ein explorativer For-
schungsansatz verfolgt. Die Forschungsarbeit basiert auf betriebswirtschaftli-
chen Uberlegungen und die zum Zeitpunkt der Due-Diligence geltenden gesetz-
lichen Vorgaben.
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Wird Sprechererkennung forensisch bedeutsam, stellt sich die Frage, mit welcher
Sicherheit eine Verifikation gerichtsfest zu akzeptieren ist. Beispiele sind zu be-
nennen bei der Identifizierung von Tatsprechern, die in Straftaten wie Erpres-
sung, Raub, Totungsdelikten und zahlreicher anderer Straftaten verwickelt sind
oder verdachtigt werden. Kann forensische Phonetik den Tatsprecher zweifelsfrei
und gerichtsfest erkennen? Mit dem Ziel eines hochst moglichen Sprachver-
standnisses wurde der Band zweisprachig (Deutsch / Englisch) herausgegeben.

If speaker recognition becomes forensically significant, the question arises as to
the certainty with which a verification can be accepted in a court. Examples can
be given for the identification of speakers who are involved in or suspected of
criminal acts such as blackmail, robbery, murder, and many other crimes. Can
forensic phonetics identify the speaker of the suspect beyond any doubt and with
certainty in court? For the best possible understanding of the language, the vol-
ume was published bilingually in German and English.
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Kommunikation... Gestern eine Talkshow im Fernsehen. Es ging rau zu. Meldung
heute in der Presse: ,Selten stieB eine derartige Veranstaltung immer wieder auf
eine geradezu surreale Weise an die Grenzen kommunikationstechnisch Mach-
baren.” Kaum einer hat's verstanden, klingt aber sehr gut. Was ist das, das kom-
munikationstechnisch Machbare? Und was ging da wirklich ab in dieser Talk-
show?

In unserem Leben geht es taglich, stiindlich um Kommunikation, um Gedanken-
austausch zwischen uns Menschen, um Lachen und Weinen, um Liebe und
Hass; wenn wir weiterdenken, geht es um Presse-, Rede- und Verlagsfreihett,
um Freiheit im Aligemeinen. Kommunikation ist vieles. So vieles, dass es sich
lohnt, darliber nachzudenken, dariiber zu kommunizieren. Denn Kommunikation
ist Leben. Leben ohne Kommunikation ist...?

Aus dem Inhalt: Menschen verstandigen sich / Was ist eigentlich Kommunikation / Basis der Kommunikationswis-
senschaft/ Interpersonale Kommunikation / Kommunikation als vermittelnder Prozess / Die Struktur der Mediensys-
teme / Mediale Kommunikation, Begriffe, Prozesse / Grundlagen der massenmedialen Kommunikation / Zeichen
und Zeichensysteme
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MEDIENPIRATERIE in Form einer Herstellung von und Handel mit Raubkopien
ist ein emst zu nehmendes dkonomisches Problem in der Medienindustrie. Die
Mehrheit eingesetzter SchutzmaBnahmen bietet keine gezielte, kontrollierte
Ruckverfolgung (Controlled Tracing). In der von Unsicherheit und Komplexitét
gepragten Medienbranche sind neue Losungsansatze und Handlungsmodelle er-
forderlich. Welche Strategien kbnnen, abhangig von der Risikoposition, von pro-
duzierenden Unternehmen eingesetzt werden, um Raubkopien aufzudecken und
zu verfolgen? Welche Rolle spielen dabei Produkte, Inhalte und die jeweiligen
Branchen?

Digitale Technologien, verbesserte Modelle fir Nutzungsvergutungen und ver-
netzte Unternehmenszusammenarbeiten sind wichtige Bestandteile der For-
schung. Urheberrechtsschutz und Gerechtigkeitsdenken sind die zentralen Pfei-
ler fur bkonomische Erfolge. Eine rasante Verhaltensanderung findet in der Nut-
zung von Medienprodukten innerhalb der einzelnen Medienbranchen statt.
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The importance of small and medium-sized enterprises for the European area is
among the relatively intensively discussed topics and rightly deserves due atten-
tion also from scientific research. In the process of defining the financial policies
of these enterprises, it is worth noting the insufficient development of financial
instruments that should have a long-term supportive character.

Selected performance indicators are presented on the pages of the scientific
monograph and their subsequent comparison and analysis shows the cost of the
company's financial and capital structure in relation to the point of indifference as
one of the tools for evaluating of investment projects.

Ing. Daniela Rybarova, PhD. and Prof. Ing. Peter Markovi€, PhD. are members
of the Department of Corporate Economy, Faculty of Business Management Uni-
versity of Economics in Bratislava, as professors. Daniela Rybarova teaches
courses Business Economy and Corporate Risk. Peter Markovi€ teaches courses
Financial Engineering and Valuating of Financial Instruments.
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The international scientific seminar Managing and Developing Human Resources
2015 has been organized as one of the events of Faculty of Business Manage-
ment, University of Economics in Bratislava on the occasion of 75th anniversary
of the university establishment. The fundamental pillar of the event is the en-
hancement of cooperation of Academia and Business practice in the field of Hu-
man Resources Management. Therefore, the seminar in 2015 has been given
subtitle The Academic Bridge to HRM practice focused on main thematic fields
of the seminar:

—  Contemporary challenges to Human Resources Management,

—  Status of HR departments and roles of HR leaders in organizations nowadays,

—  Expectations on HR specialists in the context of tendencies in HRM development.

The seminar has been organized within the Scientific Project VEGA 1/0842/13
Flexibility of the workforce as the stability of employees and organization in the
context of Lisbon Strategy 2020 and strategy of Europe 2020.
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Publication Aspects of Sustainable Development of Built Environment in Europe
contains the results of research activities of the European research projects of its
authors. Provides a comprehensive view of the development of built-up area in
terms of sustainability of key areas (such as energy consumption, sustainable
transport systems, new approaches of energy efficiency improvement in build-
ings, land management, etc.). Plans for economic area development should iden-
tify the attributes of quality of life, build on them and offer their businesses.

An important component of the overall integration the authors consider spatial
and land integration, which in the form of spatial development policies contributes
to competitiveness, productivity and growth in the various regions and therefore
to the protection of the environment and the overall sustainability of the area de-
velopment. With regard to economic aspects of the built-up area, the authors also
address the case of so-called market failure - externalities that require correction
by the state.
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