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baraTtodakTopHa Mogenb OUiHKW iHBECTULINHOT
npueBaébnueocCTi NignpuemMcTBa
AnboHa HyrsapieHa O6onaase, IpuHa AHaToniiBHa HevyaeBa

HauioHanbHuii yHiBepcUTeT «3anopisbka nosiTexHika»
69063, Byn. XXykoBCcbKoro, 64, M. 3anopixxs, YkpaiHa

AHoTaujifl. BaxxmBicTh OL[iHKY iHBeCTULINTHOI IpMBab/MMBOCTI 6€3110cepeHbO [iIst iHBECTOPIB MOJIATAE B TOMY, 11J0
aHaJIi3 MiIIIpMEMCTBA Ta IIOT0 iHBeC TUIIITHOI TPMBAOIMBOCTI TO3BOJISIOTH MiHIMI3yBaTV pU3MKI KaIliTA/IOBK/Ial€Hb.
Y cyuacHiit nitTepaTypi BUPISHSAIOTb piSHOMAaHITHI METORMKM aHa/li3y i OLiHKM IHBeCTULINHOI IIpuBabGIMBOCTI
HiANpMEMCTBA, IPOTE ENVMHOI 3araIbHONPUIHATOI YHIBepCalIbHOI cucTeMM OLIHKY He icHye. Hemonikom 6imburocti
METO[VK € OIliHKa iy1iie (piHaHCOBMX IIOKa3HYKIB, TAKMX SIK: PeHTa0eNbHICTB, IIKBiHICTh, 0O0POTHICTb AKTHBIB TOIL[O,
He BpaxoByouM (HaKTOpy iHBeCTUIIITHOI IpMBabIMBOCTI KpaiHy Ta PeTioHy, a TAKOXX MOKAa3HMKM MPUBAOINBOCTI
Ta AMHAMIKy PO3BUTKY raaysi pyHKI[iOHyBaHHSA HigpueMCTBA. /11 KOMIUIEKCHOI, 00’ €KTHBHOI OLIiHKM HeoOXifHO
HOYMHATY 3 OL[iHIOBaHHsI MaKpOIapaMeTpiB, MiC/IsI YOro MepexofuTH K0 aHa/Ii3y IOKa3HUKIB, sKi 6e3rmocepeHbo
CTOCYIOTbCSA AisUIBHOCTI mifmpuemcTBa. HOBU3HOIO CTarTi € po3pobdKa 6ararodakTopHOi MOei OLHKY IHBECTULIIHOL
npuBabIMBOCTI opranisarii 6ymb-s1Koi popMM BTACHOCTI, 10 BPaXOBYE 0COOIMBOCTI iep)KaBH, PErioHy Ta ranysi
OisUIBHOCTI MIifIIIPMEMCTBA, @ TAKOX CUCTEMIU €KOHOMIYHMX | He eKOHOMIYHMX IOKa3HMKIB 1070 6e3mocepeqHbol
misibHOCTI opraHisamii. Jloc/mi>keHHs TaKMX IOKa3HMKIB fK: CTalOiIbHICTh HMOMITMYHOI cuTyauii B KpaiHi,
3araJibHOJIEpP)KaBHNUII piBeHb TPYHOBOI Mirpaii, cTabi/IbHICTD HAepkaBHOI BalIOTH, piBeHb OCBiTM Ta Oe3IeKu B
perioHi, 1erkicTb BeieHHs1 6i3HeCy, piBeHb OMiLiitHOT 3apIIIaTy, a TAKOXK ITIOKA3HMKY (piHAHCOBOTO CTaHY MifIPUEMCTBA,
piBeHb [1iI0BOI perryTarii Ta iMifK J10ro KepiBHMUIITBA TOLIO, POO/IATH METOAMKY IIOBHOIO Ta HararonapamMeTpiIHOIO.
Takoyx 3aIpONOHOBAHMIT Habip OKA3HMKIB METOAVKI CTBOPIOE YHIBepCanbHIIT METOJ, OLIiHIOBAHHSI iIHBECTHUIIITHOI
IpuUBabIMBOCTI MiANIPUEMCTBA, 110 MOXKe OyTH 3aCTOCOBaHUII He3a/leXXHO Bij ¢popmu BracHOCTi opranisanii, ii
po3smipy Ta cdepu AismbHOCTI. [ 611101 06’€KTUBHOCTI B pOOOTI 3aIIpOIIOHOBAHMIT PEIITMHIOBUIT METO, OL[{HKM
iHBecTULITHOI IPUBAOINBOCTI MANPUEMCTB, a 6aIbHA CUCTEMa OL[iHIOBAaHHS IIOKa3HNKIB 3a0e3Ieduye JIerKicTh
inTeprpeTanii pe3ynbTariB

KntoyoBi cnoBa: inBecTuIlii, iHBeCTULINIHMIT K/TIiMaT, iHBeCTUIIiITHA TIPUBAOIUBICTD, TOKA3HVUKY OL[iHKM iHBECTUIITHOL
nprBabIUBOCTI
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Abstract. When it comes directly to investors, the importance of assessing investment attractiveness lies in the fact that
the analysis of the enterprise and its investment attractiveness allows minimising the investment risks. The modern
literature distinguishes various methods of analysing and assessing the investment attractiveness of an enterprise,
but there is no single generally accepted universal assessment system. The disadvantage of most methods is the
assessment of solely financial indicators, such as profitability, liquidity, asset turnover, etc., without consideration of
the investment attractiveness factors of the country and region, as well as indicators of attractiveness and dynamics
of development of the industry where the enterprise in question operates. For a comprehensive, objective assessment,
it is necessary to start with macroparameters, and then proceed to the analysis of indicators that directly relate to
the company's activities. The originality of this study is the development of a multifactor model for assessing
the investment attractiveness of an organisation of any form of ownership, considering the specific features of the
state, region, and industry of the enterprise, as well as a system of economic and non-economic indicators for the
direct activities of the organisation. The methodology becomes complete and multi-parameter through the study
of indicators such as stability of the political situation in the country, national level of labour migration, stability
of national currency, level of education and security in the region, ease of doing business, level of official salary, as
well as financial position of the enterprise and the reputation of its management, etc. In addition, the proposed set
of indicators creates a universal method for assessing the investment attractiveness of an enterprise, which can be
applied regardless of the form of ownership of the organisation, its size and scope of activity. For greater objectivity
of this study, the authors propose a rating method for assessing the investment attractiveness of enterprises, and a point
system for evaluating indicators simplifies the interpretation of the results

Keywords: investment, investment climate, investment attractiveness, investment attractiveness indicators

Introduction investment attractiveness of an enterprise. For example,

In modern market conditions, most business entities are
described by a high degree of competition. Under such
circumstances, to maintain their positions, Ukrainian
enterprises need to develop, expand sales markets,
improve a product or service, master new technologies,
etc. This necessitates the attraction of investment that
gives the organisation competitive advantages and the
opportunity to take a leading position in the market.

In the Ukrainian scientific literature, numerous
studies cover the issues of analysing and evaluating the

Suggested Citation:

in his study, I.O. Karkich considered the investment
attractiveness of the regions of Ukraine [1]; T.S. Ovcha-
renko investigated methodological approaches to deter-
mining the investment attractiveness of industries [2];
S.M. Khalatur analysed the attractiveness of the agricultural
sector considering risk factors [3], and K.H. Kolyada,
I.A. Nechaeva and T.V. Pulina proposed an original
methodology for assessing the investment attractiveness
of IT companies using stock analysis indicators and
an integral indicator of investment attractiveness [4], etc.

Oboladze, A.N., & Nechayeva, L. A. (2020). Multifactor model for assessing the investment attractiveness of the enterprise.
Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 8-21.
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Multifactor Model for Assessing the Investment Attractiveness of the Enterprise

The relevance of this study lies in the fact that
a high indicator of investment attractiveness of an en-
terprise contributes to attracting capital investments
to it, which allows ensuring the effective operation and
development of the organisation, creates an opportunity
to expand sales markets, improve a product or service,
master new technologies, etc. Modern methods do not
make it possible to comprehensively assess the invest-
ment attractiveness of an enterprise, since they focus
mainly on indicators of the financial position of the
organisation.

The originality of this study lies in the improve-
ment of the methodology for assessing the investment
attractiveness of an enterprise, which is based on crite-
ria and indicators that consider not only the financial
indicators of the organisation, but also the features of
the operation and development of the country, region,
and industry.

The purpose of this study is to improve the available
methods for assessing the investment attractiveness of
an organisation.

In the course of the study, the following tasks
were performed:

— the essence of the terms “investment” and “invest-
ment attractiveness” is defined;

— the main criteria and indicators for assessing the
investment attractiveness of an enterprise are investigated;

— methods for assessing the investment attractiveness
of a country; region, industry, or enterprise are considered;

— an improved methodology for assessing the in-
vestment attractiveness of an enterprise is proposed.

Methodology

The information basis of this paper included studies
of Ukrainian and foreign specialists who investigated
the problems and issues of investment attractiveness;
electronic sources on investment management, regional
economy and marketing; regulatory documents: orders
of the Ministry of Justice of Ukraine, laws of Ukraine,
orders of the Cabinet of Ministers of Ukraine, etc.

The tasks set in this paper were solved using
the following general scientific and special methods:
the method of system analysis (upon researching vari-
ous methods for assessing investment attractiveness,
as well as upon establishing structural connections be-
tween evaluation criteria), the method of theoretical
generalisation and abstraction (upon formulating conclu-
sions and summarising the obtained scientific results).
Based on the dialectical approach, the study comprehen-
sively covered the provisions on investment activity, as
well as scientific results on assessing the investment at-
tractiveness of business and other types of activities. The
authors used tabular and graphical techniques to visually
present and display the results of this study, as well as
the theoretical provisions of the problem under study.

The study also employed empirical methods of
research and analysis (comparison, measurement), as
well as the method of expert assessments. For example,
the paper compared the approaches of different authors
to the definition of the term “investment”; compared
the approaches of A. Gutorov and I.A. Blank to the
definition of the term “investment attractiveness of an
enterprise”’; compared the various specialists' methods
and factors of comprehensive assessment of the invest-
ment attractiveness of organisations, etc. The method
of expert assessments enabled the authors of this study
to investigate and identify the main factors of macro-,
meso- and microlevel of investment attractiveness of
the enterprise, and study the weight of each of the in-
dicators. Consequently, the proposed indicators were
ranked according to their importance and the degree
of influence on the investment attractiveness of the
organisation.

Results and Discussion

The essence and characteristics of the investment
attractiveness of the enterprise

There is no single definition of the term “investment”
in the economic literature. Various approaches to the
interpretation of the term are presented in the Table I:

Table 1. Comparison of modern approaches to the definition of the term “investment”

No. Source Interpretation
All types of property and intellectual values invested in objects
] Law of Ukraine “On Investment of entrepreneurial and other types of activities, as a result
Operations” [5] of which profit (income) is generated and/or a social
and environmental effects are achieved
Business transactions involving the acquisition of fixed assets,
2 Tax Code of Ukraine [6] intangible assets, corporate rights and/or securities in exchange

for funds or property

Scientific Bulletin of Mukachevo State University. Series "Economics", 7(2), 8-21 10
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Table 1, Continued

No. Source Interpretation

Long-term investments to create new and modernise the available
enterprises, develop the latest technologies and new equipment,
increase production and make a profit

Financial and Economic
Dictionary [7, p. 64]

Terminological dictionary on
4  preventing and countering money
laundering [8, p. 299]

Long-term investment of capital in any enterprise for making
a profit

Investment of capital in all its forms in various objects
(instruments) of its eco-nomic activity for making a profit, as
well as achieving an economic or non-economic effect. That is,

5 1.0. Blank [9, p. 442] any other useful effect, the implementation of which is based on
market principles and is associated with factors of time, risk,
and liquidity
Investment of tangible and intangible resources in non-current
assets, the implementation of which is based on market
6 I. A. Nechaeva [10, p. 105-106]

principles and is associated with time and risk factors to obtai
a future economic effect and increase public welfare

Source: compiled by the authors according to [5-10]

The authors of this study propose the following defi-
nition of the term “investment” — a long-term invest-
ment in objects of entrepreneurial and other types of
activity to make a profit and achieve an economic or
social effect.

For investors, the priority upon investing is the
realisation of their economic interests, that is, making
a profit. Direct assessment of investment attractiveness
is performed by investors upon decision-making on
the feasibility of investment or the choice of alternative
objects.

To reliably assess the investment attractiveness
of an organisation, it is necessary to use a systematic
approach: analysis of the investment attractiveness of
the country - analysis of the investment attractiveness
of the region and/or industry — assessment of the in-
vestment attractiveness of the enterprise in question.

Thus, the investment attractiveness of an organisation
is determined in four stages: at the level of the country,
region, industry, and individual company. Using this
sequence, investors can choose the most promising
enterprise for the implementation of an investment
project and receive the planned profit on the invested
capital.

Investment attractiveness of a territory (country,
region, city) is a set of factors and conditions that con-
tribute to or hinder attracting investment at a partic-
ular time to a particular territory [1, p. 89]. There are
many different methods for assessing the investment
attractiveness of a country. One of the most common
is the World Bank's Investment Climate Survey meth-
odology, which examines indicators of the legal and
judicial environment, corruption, corporate governance,
etc. (Table 2) [11, p. 23-24]:

Table 2. World Bank's Investment Climate Survey Methodology

No. Category Indicators

Fairness, impartiality, and legality of judges' sentences; effectiveness

Legal and judicial of legal support of court decisions; level of protection of private

1 ) property; predictability, adequacy of business legislation; protection
environment . . ) : . .
of intellectual property rights; term of resolution of contract disputes;
level of crime and security of the public, business
The level of corruption in the judicial system,; the level of ensuring
. anti-corruption measures; the level of administrative corruption (on the
2 Corruption

part of officials who demand additional payments and bribes); the level
of corruption in private business and raiding enterprises
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Table 2, Continued

No. Category Indicators

3 Financial sector Difficulties in securing long-term loans; level of interest rates

The level of devaluation of the hryvnia; the level of taxes

4 Economic stability and compliance with their payment; the level of inflation

Ease of movement of funds in the country and abroad; difficulties
. in obtaining and calculating in foreign currency; amount
International trade . . A
5 . of documentation, time, and costs for free export with institutional
and capital movement e s . " e .
support; difficulties with customs procedures; import tariffs; barriers
to export, import

Transparency and accessibility of information to the public; ease
of contacting and receiving feedback from management; availability
of laws and regulations on corporate governance; social responsibility
of enterprises; completeness of reporting for shareholders

6 Corporate governance

Stability, transparency of public policy; professionalism
and competence of government officials; the role and functions
of government with the intervention of state-owned enterprises in the
market; ease of access to employees to solve problems; timeliness
and quality of public services; cost of communications and IT

Public management
and administration

Unfair market competition of firms supported by officials; regulation
of business operations and the number of audits and inspections;
ease of closing the business; ease of registering the firm and obtaining
construction and other licences; availability of skilled labour at low
wage costs; availability of difficulties, restrictions in hiring or firing
employees
Reputation of the country; stability of the political system and the level

of rotation of officials; uniformity of income distribution; level
of military security; risks of expropriation, nationalisation

8 Business deregulation

Political risks and territory
reputation

Source: compiled by the authors based on [11, p. 23-24]

The success of an investment project depends  development, conducts a rating assessment of the in-
on the conditions of a particular territory and its spe- ~ vestment climate and investment attractiveness of the
cific characteristics. The State Agency for Investment  regions of Ukraine (Table 3) [12; 13; 14, p. 340-346].
and National Project Management, based on its own

Table 3. Methodology for assessing the investment attractiveness of the regions of Ukraine of the State
Agency for Investment and National Project Management

Indicator

Supply of natural
resources to the region
and quality of the
regional environment

Availability of the main types of natural resources in the
region; the level of environmental pollution; the possibility 10.7
of processing industrial waste

The number of economically active population; the level
2 Labour resources of employment and unemployment; the volume of supply 13.1
of skilled labour

Level of development of transport, energy,

o . . o 16.4
telecommunications, housing, and financial infrastructures

3 Regional infrastructure

Scale of retail and paid services sectors; disposable income

and purchasing power of the region's population 152

4 Regional internal market
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Table 3, Continued

No. Indicator Value We:/ght,
(]
Aggregate results and features of economic activity
5 Production potential of of enter-prises already operating in the region: volume 16
the regional economy and dynamics of production, size of assets, their quality
and efficiency of their use
Expert assessment of the effectiveness of regional
legislation governing interaction between the government
Institutional environment and investors;
6 and socio-political expert assessment of the favourability of regional tax 14.3
stability legislation (availability of tax benefits and the possibility
of obtaining them); the level of social and criminal tension
in the region
State of public finances in the region (amount of tax
. . - revenues, budget balance, regional public debt), as well
Financial stability ; o .
: as assessment of the financial situation of regional
7 of the regional budget ; o o ) 14.3
. ; enterprises (profitability (un-profitability) of firms, state
and regional enterprises . S
of accounts payable and receivables of organisations,
availability of investment resources)
Total 100

Source: compiled by the authors based on [14, p. 340-346]

As noted above, for a comprehensive and com-
plete assessment of the investment attractiveness of
an enterprise, it is necessary to analyse the industry
where the company in question operates. This need is
explained by the impact of industry specifics on the
financial and investment cycles of the organisation,
sources of financing and resource potential.

Investment attractiveness of individual sectors
of the economy is a complex feature of individual
economy sectors from the standpoint of the efficiency
of choosing enterprises of the given industry for in-
vestment. At present, there is no single methodology for
assessing the investment attractiveness of individual
economy sectors, and therefore investment scientists

suggest analysing various groups of indicators that
depend primarily on the purpose of investment. For
example, T.S. Ovcharenko and A.A. Stepanova distinguish
the following criteria for assessing the investment at-
tractiveness of the industry:

— degree of national support;

— social significance of the industry;

— efficiency of production activities;

— investment efficiency;

— significance in the economy of the country and region;

— resilience to economic downturn;

— profitability of the industry [2, p. 686].

A special feature of S.M. Khalatur's study is the

consideration of risk factors (Fig. 1) [3, p. 60]:

Investment policy

Infrastructure development

Trade policy

Financial sector development

Human resources

Research and innovation

Tax policy

Risk management

attractiveness of the industry

Business behaviour

[T ]]]

Factors influencing the investment

Environment

Figure 1. Factors influencing the investment attractiveness of the industry

Source: compiled by the authors based on [3, p. 60]
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There is no single interpretation of the invest-
ment attractiveness of an enterprise. According to
A. Hutorov, the investment attractiveness of an organisa-
tion as a potential investment object is determined by
investors in the process of:

- determination of the feasibility of capital in-
vestments (new construction, expansion, technical
re-equipment, etc.);

— choice in purchasing alternative properties;

— purchases of shares of individual enterprises [15].

I.O. Blank considers investment attractiveness
from the standpoint of the financial condition of the
enterprise as an integral characteristic of individual
firms - objects of possible investment in terms of de-
velopment prospects, asset utilisation efficiency, their
liquidity, solvency, and financial stability [16]. Thus,
investment attractiveness is a complex indicator that

describes the feasibility of investing in a separate object
from the investor's standpoint [17, p. 228]. This is
an indicator that characterises the financial and eco-
nomic condition of the enterprise, the efficiency of
management activities, innovation potential and de-
velopment prospects. It is an integral characteristic of
the internal and external state of the organisation as a
potential investment object.

Methodological approaches to assessing the investment
attractiveness of an organisation

One of the most common methods for assessing the
investment attractiveness of an enterprise is the in-
tegrated assessment methodology developed by the
Agency for Preventing and Countering Bankruptcy of
Enterprises, according to which indicators are divided
into six groups (Fig. 2) [18]:

1. Indicators for assessing the property status
of the investment object

2. Indicators for assessing the financial stability
(solvency) of the investment object

3. Indicators for assessing the liquidity of assets
of the investment object

4. Indicators for assessing the profitability
of the investment object

5. Indicators for assessing the business activity
of the investment object

6. Indicators for assessing the market activity
of the investment object

Figure 2. Main groups of indicators of the methodology for integral assessment
of investment attractiveness of enterprises

Source: compiled by the authors based on [18]

The advantage of this methodology is the ability
to investigate the financial position of the organisa-
tion. However, it has substantial drawbacks: it is quite
cumbersome, contains over 40 indicators, and calcu-
lating an integral indicator involves using specialised
INTEGRAL software. In addition, the above-mentioned
approach does not factor in the industry specifics of

the business object and other indicators of the external
environment. The next method is based on the defini-
tion of an integral indicator and developed specifically
for IT enterprises (i.e., it considers the specifics of the
enterprise's activities). According to this method, the
investment attractiveness of an enterprise is calculated
in four stages (Fig. 3) [4, p. 42].
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Competitive analysis

Assessment of the company's property

of the enterprise

N7

status and dynamics of its changes

Financial position assessment

N

Calculation of promotion

Assessment of financial performance
of enterprises

analysis indicators

J

Calculation of the integral
indicator

+ Return on equity;

« dividend payment indicators;
+ share quote ratio;

* book value of 1 share;

« earnings per 1 share

Figure 3. Methodology for assessing the investment attractiveness of IT companies

Source: compiled by the authors based on [4, p. 43]

The methodology given in [19] is based on the
analysis of the financial condition of the enterprise
and examines the corresponding indicators for the
last 3-5 years, which demonstrates the position of the

organisation in real time. In addition, if necessary,
a comparative analysis is carried out before and after
the implementation of the investment project (Fig. 4).

General characteristics of the company

N2

Financial stability

of the enterprise

N2

Enterprise liquidity

N2

Cash flows of the enterprise

N2

Profitability of the enterprise

N2

Market value of the enterprise

N2

Generalised assessment

Figure 4. Stages of conducting an assessment of the investment attractiveness of an enterprise

Source: compiled by the authors based on [19, p. 60-61]

The disadvantage of most methods for assessing
the investment attractiveness of organisations is the
fact that the authors do not consider the factors of
investment attractiveness of the country and region,
indicators of attractiveness and dynamics of develop-
ment of the industry where the enterprise in question
operates.

Analysis of the financial condition of the enter-
prise, for all its importance and significance, does not
allow obtaining a complete comprehensive assessment

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 8-21

of the investment attractiveness of the enterprise. In
this regard, the results of the analysis and assessment
of the financial position of the enterprise, the assess-
ment of quantitative indicators should be supplemented
by an assessment of its qualitative, non-financial indi-
cators, such as:

— economic and geographical location;

— industry affiliation;

— ownership status;

— knowledge-based capital of the enterprise;
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— business standing and management reputation;

— public trust (reputation of the enterprise, expert
opinion, etc.);

— personnel attractiveness, employees' qualification
level;
— attractiveness of products for the consumer, etc.

The system of such indicators is analysed in

a comprehensive method for assessing the investment

attractiveness of enterprises, the author of which is
M.P. Butko [21]. However, the modern literature con-
tains several varieties of the complex method. This is
explained by the fact that researchers consider it ap-
propriate to investigate different indicator categories.
Table 4 compares the factors of three methods of in-
tegrated assessment of the investment attractiveness
of an organisation [20, p. 118; 21, p. 32; 22, p. 10-11]:

Table 4. Comparison of methods for comprehensive assessment of investment attractiveness
of an enterprise

R.V. Skaliuk, O.I. Loik

M.P. Butko Yu.S. Zhukova

No. Factors

Factors Factors

. Production and technological Attractiveness of enterprise Production activity
activities of the enterprise products of the enterprise
9 Financial position Financial position of the company Financial position
of the company of the company
3 ‘0 | Enterprise investment security Personnel attractiveness Investment activity
2 level of the enterprise of the enterprise
o
4 G | Institutional factors (legal form, Privatisation attractiveness
= quality of management, etc.) of the enterprise
5 Business reputation Social attractiveness
of the enterprise of the enterprise
. Territorial attractiveness
6 Information factors .
of the enterprise
— . Environmental attractiveness
7 9] Social factors
3 of the company
8 g Economic and political situation
g in the country
9 | ® Industry competition
10 g Infrastructure factors
11 é Technological factors
12 Market factors

Source: compiled by the authors based on [20, p. 118; 21, p. 32; 22, p. 10-11]

For a more objective assessment of the investment
attractiveness of enterprises, the methods are presented

based on various types of information support for in-
vestment attractiveness analysis (Table 5) [23; p. 141].

using parametric analysis methods or a rating method

Table 5. Comparative characteristics of parametric analysis and rating assessment of investment
attractiveness of an enterprise

Method

characteristics

Parametric analysis

Comparison of different enterprises

Comparing several organisations to rank

Content in the same industry by certain criteria : L
S them according to certain criteria
and performance indicators
If it is necessary to identify the level
of investment attractiveness of the
Feasibility of enterprise and dev.elop an investment The research client is a government
S strategy based on this. When the research ; : o
application or international organisation

customer is a separate legal entity and

obtaining information involves substantial
resource costs

Scientific Bulletin of Mukachevo State University. Series "Economics", 7(2), 8-21 16




Oboladze and Nechayeva

Table 5, Continued

Method Parametric analysis Ratin
characteristics y 9
— Interviewing;
— from the consolidated financial
Methods Lo . . .
of obtaining — Interviewing; statements of comparison objects;
) . — from informal sources — from official requests sent to the
information ) ) .
objects of analysis and allowing to collect
fragmentary management information
— Selection of indicators for evaluating
. . . investment objects;
— Identifying analysis objects; . e em -
— determining the nature of interaction determining the "weight” of an indicator
. . in the final evaluation of an object;
between analysis objects; . ;
— determination of general trends — accounting for the dynamics
in the state and development of obiects of indicators and consideration of their
Execution £ analvsis in the inv ptm ntm rf< t trends in the final point assessment using
sequence ot analysis € investme arket, a correction factor;

— conducting a parametric analysis of
investment attractiveness based
on certain activity parameters selected
depending on the level at which
the analysis is performed

— calculation of the final score based
on the evaluation results, which is
displayed as the sum of the results of
multiplying the points of individual rating
indicators by their “weight”;

— ordering the final rating table

— Identification of the enterprise
weaknesses and strengths based

on all selected parameters;
— formulation of certain conclusions
on the investment attractiveness

; f the enterprise;
Analysis results of the enterprise;

— setting investment priorities;
— making appropriate management
decisions (invest in the enterprise, refrain

The final rating table provides the rating
user (for example, a potential investor)
with a comprehensive picture
of the interaction of investment
attractiveness factors of the analysed
enterprises

from investing currently or wait until
certain operating conditions change,

refuse to invest, etc.)

Source: compiled by the authors based on [23; p. 141]

Thus, the method of parametric analysis is mostly
non-formalised and qualitative in nature. The rating
method has gained wide popularity due to its ease of
use and ease of interpretation of results, since the pivot
table demonstrates what factors determine the place
of the object of analysis in the rating. At an enterprise
in needs of an objective assessment of its investment
attractiveness, it is necessary to analyse and consider
the system of both quantitative and qualitative param-
eters. All these criteria are subject to evaluation in the
rating method. It is complex and multiparametric.

Therewith, when applying any method, it is advisable
to perform a comparative assessment of the investment
attractiveness of an organisation for enterprises belonging
to the same national economy sector.

Features of the multifactor methodology for assessing
the investment attractiveness of an enterprise

Based on the above-mentioned methods and based on
personal considerations, the authors of this paper propose
the following method for assessing the investment at-
tractiveness of an enterprise (Table 6):
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Table 6. Multifactor methodology for assessing the investment attractiveness of an enterprise

No. Indicator Maximum score
1 Stability of the national currency 5
2 Stability of the political situation in the country 5
3 | _ | Levelof efficiency of the judicial system 5
4 % Level of the anti-corruption efforts 5
5 g National level of labour migration 5
6 g Average official salary in the region 5
7 g Regional security level 5
8 9 | Level of education in the region 5

[
9 = | Ecological situation of the region 5

10 Security and ease of doing business in the region 5

11 Tax system, availability of benefits and subsidies for industry 5

enterprises

12 Liquidity and solvency of the enterprise 10

13 g Profitability, feasibility of the enterprise 10

14 E Financial solvency and stability of the enterprise 10

15 <§_) Market value indicators 10

16 Business standing and management reputation 5

Total 100

The set of indicators in this methodology cre-
ates a universal method for assessing the investment
attractiveness of an enterprise, which can be applied
regardless of the form of ownership of the organisation,
its size and scope of activity.

Indicators are divided into two groups:

— meso- and macrolevel indicators;
— microlevel indicators.

Sources of information include official responses

from local self-government bodies, data from the State

Statistics Service, information in reputable media, public
information in databases, as well as documents from
public organisations and deputies of local councils, etc.
In addition, some indicators can be evaluated using an
expert or sociological survey.

The maximum number of points thata company
can receive for a single indicator ranges from 5 to
10 points. For the rating assessment of the investment
attractiveness of an enterprise, the following scale is
used (Table 7):

Table 7. Scale for assessing the investment attractiveness of an enterprise

Numeric value Degree of attractiveness

100-90 Very high
89-70 High
69-55 Medium
54-50 Low
49-35 Very low

34-0 Extremely low

Conclusions

It is essential for investors to choose an enterprise that
has the best development prospects and can ensure the
highest investment efficiency as an investment object.

For an in-depth study of the object in question and mak-
ing a rational decision on the feasibility of investment,
potential investors need to conduct a comprehensive
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assessment of the investment attractiveness of the en-
terprise. Upon assessment, one should pay attention to
external and internal factors.

The multifactor methodology for assessing the
investment attractiveness of enterprises proposed by
the authors of this study factors in a system of indica-
tors that analyses indicators at the macro-, meso- and
microlevels. The methodology becomes objective and

complete through the investigation of such indicators
as the stability of the political situation in the country, the
level of anti-corruption efforts, stability of the national
currency, environmental situation in the region, ease
of doing business, benefits and subsidies, as well as fi-
nancial position of the enterprise, the business stand-
ing and management reputation, etc., while the rating
system provides ease of interpretation of results.
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TeopeTUKO-MeTOo[0JOriYHI NigXoan A0 OLiHIOBaHHS
edeKTUBHOCTI 6i3Hec-npoLueciB TYPUCTUYHOIO NiANPUEMCTBA

lOpin borgaHoBuy MupoHoB', Map'siHa IropiBHa MupoHoBa?

JIbBIBCbKWI TOProBe/IbHO-eKOHOMIYHWI yHIBEPpCUTET
79005, Byn. TyraH-bapaHoBcbkoro, 10, M. JIbBiB, YKpaiHa

2CepepHs 3aranbHOOCBITHSA Wwkosa N2 90 micta JIbBOBa
79066, Byn. AHTOHeHKa-[JaBugosuya, 2, M. JIbBiB, YkpaiHa

AHoTaLjif. AKTYa/IbHICTb JOCTIPKEHHI 00yMOB/IeHa HeOOXIIHICTIO afieKBAaTHOTO OL{iHIOBaHHs e(DeKTMBHOCTI Aif/IbHOCTI
HiAIPUEMCTB IHAYCTPIl TYypU3My Ta IPOTiKaHHS OKpeMux 6isHec-IIpoLieciB Ha {UX MIANPUEMCTBAX 32 YMOB OCTIIIHO
3pOCTAI0YOr0 BIUVIMBY TYPUCTUYHOI iHyCTpil Ha eKOHOMIYHY Ta coLjia/ibHy cepy CyCIiIbCTBa. MeToo JOCTiKeHHA
€ 1moOynoBa KOHIIENITYaJIbHOI MOJie/i OLIiHIOBaHHA e(eKTMBHOCTI Oi3Hec-IpOIeciB TYPUCTUYHUX IifJIIPUEMCTB.
MeTonooriYHy 0CHOBY HOCIII/PKEHH CK/IaI MeTOLY aOCTparyBaHH:, aHa/IOTill, aHa/li3y JI CMHTe3y; HOPMATUBHI 11
MIO3UTHUBHI MiAXOAY N0 BUBYEHH €KOHOMIYHMX IIPOLeCiB; MPOLIECHMII i CUCTEMHMII MiIXOAY; METOL MOJE/TIOBAHHA.
V crarTti po3rasAmanTbhCs TEOPETUKO-MEeTOOMOTIUHI MifXOAM 1O OLiHIOBaHHA epeKTUBHOCTI Gi3Hec-mporeciB
TYPUCTUYHOTO Ii/JIPMEMCTBA 3a CYYaCHUX YMOB PO3BUTKY PMHKY TYPUCTUYHUX IIOCTTYT. BM3Hau€HO OCHOBHI IIOHATTSA
6isHec-mpoiecis, cpopMyIbOBaHO MeTy Ta KpuTepii olliHIoBaHHA iX epekTuBHOCTI. OXapaKTepu30BaHO TOJIOBHI
YMHHVKMY, SKi BIVIMBAIOTh Ha e(heKTUBHICTD 6i3Hec-IIpolieciB MiAIpueMCTB chepy TYypusMy. 3alpOIIOHOBAHO OCHOBHI
TPyIU NOKA3HVKIB /I OLiHIOBaHHSA e(eKTUBHOCTI 6i3Hec-TpoleciB TypUCTUYHOTrO MifmpueMcTBa. Taka cucreMa
TIOKA3HMKIB JOIIOMAara€ KOMIIEKCHO MOHITOPUTY CUTYaLlil0 Ha TYyPUCTYHOMY MiJIIPUEMCTBI, OCKiIIbKM BPaXOBYe
BCi Km040Bi cepy AiANMbHOCTI MiANPUEMCTBA Ta BUABIsAE MpiopUTeTHI 6isHec-poliecy, sIKi BUMaraloTb 3MiH.
Crieunika oriHIOBaHHs piBHS epeKTUBHOCTI GisHec-IpolLeciB MiATPUEMCTB chepu TYpUSMY 3a/IeXXUTh Bif [1i101
HM3KU YMHHVKIB, AKi He € IOCTITHMM, y 3B’A3KY 3 YMM 3a3BU4all BUBYAIOTb OCHOBHI TeH/IeHIlil POSBUTKY TYPUCTIYHOTO
HiIPMEMCTBA Ta B3aEMO3B sI3KY 1100 €KOHOMIYHNX ITOKa3HMKIB. BUBUEHO MiX0O/M 1O IpOLeypy OLiHIOBAaHHS
edeKTUBHOCTI 6i3Hec-IpoleciB, a TaKOX KO0 GOpPMyBaHHS CHUCTEeMM IIOKa3HVKIB [JIA OLiHIOBaHHs 3a3Ha4eHOI
eeKTUBHOCTI Ha TYPUCTUYHOMY IiIIPUEMCTBI. BisHaueHO OCHOBHI pyHIMIIN POPMYBAHHS CHCTEMN OL[iHIOBaHHS
edexTuBHOCTI 6GisHec-TIpoleciB M TYPUCTUYHMX MifmpueMcTB. OIMCAaHO HU3KY TEXHOJOTIN OLiHIOBaHHS
edexTuBHOCTI 6isHec-mporjecis. IIpencTaBieHo Mofenb OLiHIOBaHHS e(eKTUBHOCTI 6i3HeC-TPOLeCiB Y TYpU3MI.
Binsnayaerbcs, 10 TOI0OBHY i BU3HAYa/IbHY POJIb B OLiHIOBAHHI Ji/IbHOCTI TYPUCTUYHOTO MiITPMEMCTBA BiflirpaloTh
11i/1b0BI ITOKa3HMKM eeKTUBHOCTI. Ha 0CHOBI BUABIEHNX 0COOMMBOCTEN TYPUCTUYHOI Ais/IBHOCT] pO3I/IAAI0THCS
Ipo06yeM, K MOXXYTb BMHUKATY Y IpolLieci OliHIoBaHH: epeKTMBHOCTI 6i3Hec-TIpolieciB Ta IPOIIOHYIOThCS Ji€Bi
crnoco6u ix ycyHeHHs. OOIPYyHTOBaHO MepCHEKTUBY IMOANBIINX HAYKOBMX HOCII/KEHDb Y JAHOMY HAIpsIMi, SIKi
HOJIATAIOTH Y IOITIMOIEHOMY BUBYEHH] IMTaHb MifABUIEHHs eQeKTUBHOCTI Ais/IBHOCTI TYPUCTUYHMX KOMIIaHil 3a
PaxyHOK BIIPOBaJI>)KeHHA B IX 1iA/IbHICTb iIHHOBALIITHNMX TeXHO/IOTi (HellpOMapKeTUHTY, BipTyaIbHOI Ta JIOTOBHEHO]
peaybHOCTI, @ TAKOX «3€/IeHIX» TeXHOJIOTIIN)

KntouoBi cnoBa: 6i3Hec-1poriec, epeKTUBHICTD, OL[iHIOBaHHs epeKTUBHOCTI, TYPU3M, TYPUCTUYHE MiAIPUEMCTBO
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Abstract. The relevance of this paper is conditioned upon the necessity of an adequate evaluation of the efficiency
of travel industry enterprises and the course of individual business processes at these enterprises in the context of the
ever-growing influence of the tourism industry on the economic and social spheres of society. The purpose of this
study is to build a conceptual model for evaluating the efficiency of business processes of travel enterprises. The
methodological framework of this study comprises methods of abstraction, analogies, analysis, and synthesis;
normative and positive approaches to the study of economic processes; process and system approaches; modelling
method. The study considers theoretical and methodological approaches to evaluating the efficiency of business
processes of a travel enterprise in modern conditions of development of the travel services market. The main concepts
of business processes are defined, the purpose and criteria for evaluating their efficiency are formulated. The main
factors affecting the efliciency of business processes of tourism enterprises are described. The authors propose the
main groups of indicators for evaluating the efficiency of business processes of a travel enterprise. Such a system of
indicators helps to comprehensively monitor the situation at a travel enterprise, since it considers all key areas of activity
of the enterprise and identifies priority business processes that require changes. The specifics of evaluating the
efficiency of business processes of travel enterprises depend on certain factors that are not constant, and therefore the
studies usually cover the main trends in the development of a travel enterprise and the interrelation of its economic
indicators. The study investigates the approaches to the procedure for evaluating the efficiency of business processes,
as well as to the development of a system of indicators for evaluating the specified efficiency at a travel enterprise.
The authors have identified the fundamental basic principles of developing a system for evaluating the efficiency
of business processes for travel enterprises. Several technologies for evaluating the efficiency of business processes
are described. The paper presents an original model for evaluating the efficiency of business processes in the travel
industry. It is noted that the main and determining role in evaluating the activities of a travel enterprise is played
by key performance indicators. Based on the identified features of travel activities, problems that may arise upon
evaluating the efficiency of business processes are considered and effective ways to eliminate them are proposed.
The study substantiates the prospects for further research in this area, which lie in an in-depth study of improving
the efficiency of travel companies by introducing innovative technologies (neuromarketing, virtual and augmented
reality, as well as “green” technologies)
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Introduction

Tourism in Ukraine is considered as one of the priority
sectors of the national economy and a substantial factor
in regional development. In many regions of Ukraine,
the effective functioning of the travel sector is associated
with the solution of the critical socio-economic tasks,
namely: increasing employment and improving the
quality of life of the population, increasing the investment
attractiveness of the region, diversifying the regional
economy, improving the environmental situation, op-
timising the process of nature management, etc. [1]. In
the light of the current economic situation, the issue of
travel industry development as an element of the territo-
rial economic system to effectively fulfil the travel poten-
tial of the territory is becoming increasingly relevant [2].

The impact of the travel industry on the economy
is described by a multiplicative effect. In the context of
the ever-growing influence of the travel industry on the
economic and social spheres of society, there is a need
for an adequate evaluation of the efficiency of the travel
industry, as well as individual travel businesses. An ob-
jective assessment of the dynamics of achieving high
indicators of economic efficiency of travel enterprises
and individual processes within their borders is begin-
ning to become particularly important. Analysis of
processes and the impact of their efficiency on the enter-
prise performance in general serves as the basis for de-
signing an enterprise development strategy. Increased
competition in the travel services market, advanced
growth rates and increased requirements for the organ-
isation of the management process encourage managers
to reconsider methods for evaluating the performance
efficiency [3; 4].

The functioning and development of the travel
business is based on its internal resources and reserves,
and therefore it is necessary to focus special attention
on evaluating, in-depth analysis, and monitoring the
efficiency of business processes. The architecture of the
business process model of a travel enterprise requires
its constant updating in dynamically changing market
conditions, and therefore it is necessary to design an
optimal system of indicators for evaluating the efficiency
of business processes. Such a system is designed to help
the tourism company identify “critical points” in a timely
manner and apply “reengineering” of inefficient business
processes.

Methodology

It is advisable to formalise the results of monitoring
business processes implemented by structural divisions
of a travel enterprise in the form of a system of indi-
cators. Consequently, the methodological framework

of this study comprises methods of abstraction, analo-
gies, analysis and synthesis (used to detail the term
“business process”); normative and positive approaches
to the study of economic processes (to identify the
factors impacting the efficiency of business processes
of a travel enterprise); process and system approaches
(to identify individual business processes and systema-
tise performance indicators of business processes of a
travel enterprise); modelling method (to design a model
of performance indicators of a travel enterprise). There-
with, one of the main tools for developing an effective
management system at the enterprise is the process
approach, the essence of which is to distinguish indi-
vidual processes in the practice of management and
production activities with their subsequent manage-
ment. To define such processes, it is customary to use
the economic term “business process”

The theoretical and methodological framework
of the study of issues related to evaluating the efficiency
of business processes included the papers of both for-
eign and Ukrainian authors, such as: L. Bilalov, D. Sulei-
manova [1],D. Valko [2],L.Kozerod [3], Y. Taraskin [4],
K. Chuprov [5]. The following researchers were engaged
in evaluating the efficiency of business processes of tour-
ismenterprises: P. Vukadinovi¢ etal. [6], Ph. Alford [7],
K. Yesipova [8], S. Melnychenko [9]. However, the analysis
of Ukrainian and foreign literature has demonstrated
that modern economic science still does not pay due
attention to solving the problems of evaluating the
efficiency of business processes of travel enterprises.
Furthermore, upon evaluating the efficiency of busi-
ness processes, difficulties may arise due to a lack of
knowledge or resources, as well as the lack of opportu-
nities to create a universal methodology for evaluating
the efficiency of business processes. To solve them, it
is mainly necessary to attract specialists or additional
resources, but this entails an increase in financial costs,
which also constitutes a problem for the organisation.
Due to the fact that the methodology for evaluating
the efficiency of business processes for travel enterprises
is understudied, the justification of the theoretical and
methodological foundations of comprehensive assess-
ment and determination of ways to improve the efficiency
of travel business organisations in conditions of eco-
nomic turbulence is an extremely urgent problem for
economic science, as well as for economic practice. All
this leads to an objective need for scientific develop-
ment of new approaches to solving the problems of
evaluating the efficiency of business processes of travel
enterprises, which provide for the following aspects:

— coverage of the essence of the efficiency of business
processes of travel enterprises;
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— classification of criteria for evaluating the effi-
ciency of business processes of travel enterprises;

— determination of ways to measure the efficiency
of business processes of travel enterprises.

Results and Discussion

Development of a system for monitoring the efficiency
of business processes at a travel enterprise

In the context of the ever-growing influence of the travel
industry on the economic and social spheres of society,
there is a need for an adequate evaluation of the effi-
ciency of the travel industry, travel enterprises, as well
as individual business processes that occur at these
enterprises [10]. A business process is a set of actions
that turn input resources into output products or services
that have a certain value to consumers.

The efficiency of business processes is evaluated
to identify unprofitable business processes, as well as
the problem areas, ways to improve business processes,
increase profits and reduce costs, increase the efficiency
of a travel enterprise, support decision-making upon
investing, and restructure the organisation [11].

An effective model of management of a travel
enterprise should consider the specifics of economic
activity in this area, the features of the travel offer and
an unconventional set of business processes compared
to industrial enterprises [8]. The development of a sys-
tem of indicators for monitoring business processes
implemented by the main divisions of a travel enter-
prise should be based on identifying, firstly, the types
of activities of the enterprise, secondly, the services
(travel products) sold by the enterprise, and thirdly, the
resources used for this purpose. When designing a sys-
tem of evaluation indicators, the “exit” of one business
process should be considered as the “entry” to the next
business process. However, in present-day conditions,
the activity of a travel enterprise is very diverse, so it
is impossible to project one situation onto another,
which creates additional difficulties in forming indi-
cators for monitoring business processes implemented
by structural divisions.

It is advisable to develop a system of indicators
that allow obtaining a quantitative assessment of busi-
ness processes in the process of monitoring them as
a two-level system. The first level of indicators is in-
tended for the top management of a travel enterprise,
the second - for the heads of its structural divisions.
The number of indicators at both levels should be small,
but sufficient to objectively evaluate the situation at
the enterprise. Indicators at both the first and second
levels should be linked to the existing system of ma-
terial incentives at the travel enterprise, including the

bonus system. The implementation of any business
process is aimed at achieving the strategic purpose of the
travel enterprise — maximising the market value of the
business. In a market economy, this purpose can be
achieved through the introduction of innovative tech-
nologies for serving tourists and providing innovative
services that best meet the consumer's requirements.
That is why;, it is advisable to associate monitoring of
business processes with the calculation and evaluation
of indicators in dynamics that are somehow related to
the parameters of travel services rendered.

The monitoring system assumes that for each
business process, a purpose and goals are set that should
be achieved at the end of the business process, as well
as planned resource costs and planned results. There-
with, the implementation of the business process should
ensure both its efficiency and its effectiveness. Effi-
ciency means that the correlation between results and
costs is not lower than planned, and effectiveness im-
plies that the business process ensures the best match
between the goals set and the results obtained.

When forming a business process monitoring
system at a travel enterprise, it is necessary to inform
managers at all levels of recommendations on the use
of monitoring results. Managers need to know what
indicators and to what extent they are responsible for.
Having such information, the heads of structural divi-
sions can develop a system of measures, implementing
which, one can adjust a particular indicator. This en-
ables an efficient influence on the implementation of
business processes in the structural division. Then the
developed system of indicators will encourage employ-
ees of the travel enterprise to obtain high final results.
This implies that achieving the planned indicators
within a particular business process helps increase rev-
enue and profit, reduce unproductive costs, and increase
the net cash flow of the enterprise.

Assessment of the level of efficiency of business
processes of tourism business organisations, which de-
pends on numerous variable factors, is not constant,
and therefore, when solving this problem, the studies
usually investigate the main trends in the development
of the organisation and the interrelation of its economic
indicators. The problem of evaluating the efficiency
of business processes of travel business organisations
cannot be considered separately from social, economic,
and organisational factors. The authors of this study
believe that the efficiency of business processes of a
travel enterprise depends on the following factors:

— quality of goal setting, that is, compliance of the
planned goals with the requirements of the external
environment, the capabilities of the enterprise, and the
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interests of customers in the travel services market;

— strength and focus of motivations that encourage
employees to achieve their goals;

— adequacy of the selected strategies to the set goals;

— the volume and quality of financial resources
involved in the development of travel services (travel
products).

The first three factors describe the strategic as-

pect of the effectiveness of organising a travel business,
and the last one - the tactical one.

System of indicators for evaluating the efficiency of
business processes of a travel enterprise

The system of performance indicators should help pres-
ent the company's activities in the form of a system of
interrelated business processes, aimed at maximising
the satisfaction of the requirements of all stakeholders.
It contains a set of indicators that allow evaluating the
organisation's activities in totality, as well as considering
the degree of satisfaction of all end groups of consumers
of business processes interested in the efficient oper-
ation of the organisation. Thus, a well-selected set of
indicators allows describing the functioning of any
complex system.

An indicator is a qualitatively defined variable
with constitutes a set of possible quantitative values cor-
relates, and relating to which an algorithm for calculat-
ing these values based on initial data is formulated. The
indicator is also a quantitative feature of a certain prop-
erty of the displayed object. Such a characteristic con-
tains a single quantitative value and a set of qualitative

Cost indicators

Reflect the cost of implementing
business processes. These
indicators are classified as vital,
but there is no complete picture
of the business process based
solely on them

Time indicators

This group includes two types
of indicators: those that allow
measuring the timeliness
of business processes, and those
that allow calculating the duration
of the business process cycle

Efficiency of business
processes of a travel enterprise

features necessary for its unambiguous identification.
Quantitative indicators are quantities that can be mea-
sured directly. The qualitative characteristics of the
process are less noticeable, and their measurement in
most cases is performed indirectly using numerous
substitute indicators. A subjective assessment charac-
terises qualitative indicators. In the practices of organ-
isations, quantitative indicators are most frequently
used because qualitative indicators are considered
insufficiently accurate and, accordingly, less import-
ant. However, W. Deming argued that managing an
organisation solely based on factual figures, without
paying close attention to qualitative indicators that are
absent or cannot be measured, means catching the
“deadly management disease” [12].

There are many classifications of business pro-
cess metrics. Below are some of them that somehow
relate to the travel business.

Thus, K. Chuprov identified 4 groups of indica-
tors on which the system for evaluating the efficiency
of business process management is based:

— performance indicators for certain processes;

— quality indicators of manufactured products;

— indicators of customer satisfaction with the com-
pany's performance;

— current and effective financial performance indi-
cators of the enterprise [5].

The following classification uses units of measure-
ment as a classification feature. In this case, all business
process indicators can be represented as the following

groups (Fig. 1):

Quality indicators

They are expressed in physical units.
The quality of a travel service is the
degree of satisfaction of the needs or
expectations of tourists with a set of
characteristics of a product or service

Performance indicators

They are used to evaluate the degree
of achievement of goals, relevant
business processes, and also focus
on the volume of travel services
rendered (travel products sold)

Figure 1. Performance indicators of business processes of a travel enterprise

Source: compiled by the authors based on [4]
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A business process, like any other process, has
certain characteristics that can be used to manage its
progress. The technology of evaluating the efficiency
of business processes according to [1] constitutes a set
of the following stages:

1) defining goals for evaluating the effectiveness of
business processes;

2) selection of methods for evaluating performance
and developing a system of indicators. For an objective
understanding of the passage of all stages of the business
process, it is necessary to establish a system of criteria
and indicators based on which it will be possible to judge
the state of the business process;

3) collecting data for performance evaluation;

4) calculation of business process performance
indicators;

5) analysis of the obtained data and preparation
for use.

According to L. Kozerod [3], the aggregate indi-
cator of the effectiveness of business processes should
factor in the efficiency of the process in terms of cost,
in terms of time, and in terms of quality. In this re-
gard, the technology for evaluating the effectiveness
of business processes in a travel enterprise can be rep-
resented using a model of nine related stages (Fig. 2):

Classification of business processes according to the criterion of importance for the consumer (tourist) with
the assignment of weight to them in the general system of the enterprise

v

Survey of each consumer class to identify expected quality indicators and their importance

v

Determination of consumer satisfaction indicators with the quality of business processes by determining
the degree of their satisfaction based on previously identified indicators of expected quality

v

Identify priority areas that need to be changed. To perform reengineering based on business process quality
Indicators, a special matrix has been developed that reflects indicators of importance, namely the expected
quality, and the deviation of the consumer satisfaction indicator with quality from the expected value
of the expected quality indicator

v

Identification of processes related to priority areas and determination of the degree of impact of each process
on quality indicators that depend on it. The degree of influence is determined by experts

v

Processes that require only corrective actions by determining the importance of processes and building
a new matrix

v

Determining the effectiveness of processes according to the time Indicator: the process completion time is
analysed using the PERT/Time analysis method; processes in demand of reengineering are identified
by constructing a matrix for identifying priority processes by time indicator

v

Calculation of processes that require reengineering based on the cost efficiency indicator of the process.
The analysis is performed using the ABC (Activity Based Costing) method or the postoperative cost
calculation method

v

ONONONONOROMNORONC

Data on the efficiency and priority of processes are transferred to a table for simultaneous analysis
of all matrices and determination of the integral rank of each process

Figure 2. Stages of evaluating the effectiveness of business processes at a travel enterprise

Source: compiled by the authors based on [3]

Such a system of indicators helps to comprehen-
sively evaluate the situation at a travel enterprise, since
it considers all key areas of activity of the enterprise
and identifies priority business processes that require
changes.

Another system for evaluating the effective-
ness of business processes is proposed in the studies

of D. Antipov [13]. The researcher presented a model
of performance indicators of an organisation (in the
context of a process-based approach to management),
which combines a set of various indicators of enterprise
processes. In full, this model constitutes a universal
tool for evaluating the performance of an enterprise by
type of business processes for further strategic planning
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based on the data obtained. Based on this, a model for
evaluating the efficiency of business processes in travel

industry is proposed to be presented using a diagram
(Fig. 3):

Business process efficiency indicators

o

Business process
effectiveness indicators

Target efficiency

i = i

.

Key performance
indicators

Indicators of competitiveness

indicators

\

of travel services

Financial performance indicators

Figure 3. Model of performance indicators of a travel enterprise

Source: compiled by the authors based on [13]

When developing this model, the authors fol-
lowed the rules of the hierarchy of indicators of a travel
enterprise. Financial performance indicators of an enter-
prise can be formed after receiving indicators of other
levels. They describe the overall efficiency of all business
processes of a travel enterprise. However, the main and
determining role in evaluating the activities of a travel
enterprise is played by target efficiency indicators.
Target efficiency indicators describe how efficiently an
enterprise achieves its target result — profit. Accord-
ingly, the key task of any business process of a travel
enterprise is to maximise its efficiency in achieving the
target result. To achieve maximum efficiency, one should
consider that to develop a single standard or method-
ology that would be universal for all types of organi-
sations, the field of efficiency evaluation is currently
understudied. Furthermore, the business processes of
travel enterprises have industry-specific characteristics,
and special indicators are used to evaluate their effi-
ciency. Therefore, the best solution is to create general
rules for evaluating the efficiency of business processes
in the tourism sector, which would regulate this process,
define general evaluation principles, requirements for
evaluation results [14].

The goals and objectives of evaluating the effi-
ciency of travel business processes should be correctly
formulated and communicated to all company employ-
ees. Employees should have a complete understanding
of how the evaluation is conducted, why, what results
will be achieved, how it will improve the company's
performance, and why it is impossible to do without it.
Otherwise, employees begin to perceive this process as
aggravating additional responsibilities, without seeing
the benefits it brings to the organisation.

Since evaluating the efficiency of business pro-
cesses of a travel enterprise is a relatively new and under-
studied scientific area, specialists working in this field
often face certain difficulties, which directly impacts
the activities of the entire enterprise. Dynamically
changing conditions and uncertainty of the economic
environment in the travel services market lead to the
need for constant recalculation of business process
efficiency indicators. Keeping the data up-to-date in
this case increases the company's time material and
labour costs. This problem was especially acute during
the COVID-19 pandemic, when travel enterprises suf-
fered massive losses due to uncertainty and instability
in the market. Fixing this problem is very difficult, as
it seems difficult to control the external environment
of the enterprise. One can only adapt to it correctly,
so companies should invest in training and elevating
the skills of their employees. These investments will
be justified by strengthening the company's position in
the market and, consequently, improving the financial
situation.

If evaluating the efficiency of business processes
takes a long time, it will also only lead to additional
resource costs, without bringing timely and relevant
results. A travel company should efficiently plan the entire
evaluation process and constantly improve it according
to the changes in the company and beyond.

Conclusions

In recent years, the travel industry has received consid-
erable development and has become a massive socio-
economic phenomenon on an international scale. The
rapid development of the travel industry is facilitated
by the expansion of political, economic, scientific, and
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cultural ties between states, and therefore the need to
improve the efficiency of business processes of organi-
sations that provide services to the travel business is
acute. The versatility of the issue of improving the
efficiency of business processes of travel enterprises
necessitates the improvement of the entire economic
mechanism, management of production and economic
processes, which requires a detailed study of the theory
and practice of improving the efficiency of business
processes of travel business organisations.

Evaluating the level of efficiency of business pro-
cesses of tourism enterprises depends on numerous
variables. Therefore, when solving this problem, one
should investigate the main trends in the development
of the organisation and the interrelationships of its
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LindpoBa eKOHOMIiKa sIK cepefoBULLLE MPOABY KOHKYPEHTHUX
nepesar YKpaiHu
Onbra IBaHiBHa MapyeHko, AHacTacia [eHHagiiBHa LLipamMKoBcCbKa

YHiBepCUTET fiep)xaBHOI (ickasibHOI Ciyx6m YKpaiHu
08201, Byn. YHiBepcutetcbka, 31, M. IpniHb, YkpaiHa

AHoTauis. Y cTaTTi pO3IIAHYTO BaXK/IMBICTh aKTMBHOTO BIPOBA/KEHHs Ta PO3BUTKY LM(PPOBOI €KOHOMIKY /IS
Ykpainn. [IpoBefieHO aHali3 IOHATITHOTO Ta KaTerOpia/IbHOTO allapaTy, sIKUIT € HassBHUI Y HAYKOBUX ITyO/TiKamisax
IJOZI0 IIPOOJIeM SIKICHOTO I11M(PPOBOrO PO3BUTKY €KOHOMIKM KpaiHy; 6Y/I0 BUSB/IEHO NONTiBapiaHTHICTD HaYKOBOTO
TpakTyBaHHA AediHilil «undppoBa eKOHOMiIKa» Ta BU3HAYEHO OCHOBHY CII/IbHY O3HAKy y BI3HAUEHHI TAKOTO TUITY
eKOHOMIK, fAKa BifloOpa>kaeThbcs y IIMPOKOMY 3aCTOCYBaHHi AK iHPOPMAIiiTHIX, TaK | KOMYHIKaIlilfHMX TeXHOJOTIIL.
Y mporeci aHanizy Oynm 3acTocoBaHi 3araJbHO-HAyKOBi Ta creljia/bHi MeTOfM, a caMe: aHATITUYHMIT METOJ
BUKOPMCTOBYBABCA IIij] Yac OIVIA/ly HOPMAaTMBHUX Ta IPaBOBUX Kepes; MeTof Kinacudikanii HajjaB MOXK/IMBICTb
IndepeHLioBaTy TONOBHI KOMIIOHEHTH IM(POBOI €KOHOMIKY, a 3a JOIIOMOTOI0 METOLY OIUCYy 6y/I0 HagaHo iM
IeTa/NbHy OIMCOBY XapaKTePUCTUKY; MOHOIpaiuHNI METOJ 3aCTOCOBYBABCS IIifl YaC BUBUCHHSA JITepaTypHUX
IKepeT 3 MMTaHb PO3BUTKY CY4acHOI 11(poBoi eKOHOMIKM Ha HalliOHA/IbHOMY PUHKY; CUCTEMHMII Ta aHAIITHIHMI
MeTOf, BUKOPJCTOBYBABCS 11070 06po6KM HassBHOI Ta Bubip peneBanTHOl indopmarii. Ilepesary Hagano Iuaexcy
nudposoi ekoHoMiku Ta cycninbersa (DESI), sxnit BusHavae piBenb nndposisanii ekoHOMIKY KpaiHu, pO3ITIIHYTO
noHATTA [HAyCTpito 4.0 i peanbHiCTb BIpoBamKeHHs itoro B YKpaiti. [IpoananizoBano prHok IT-nocyr B YkpaiHi, skuit
IEeMOHCTPYE IIO3UTUBHY AMHAMIKY B POCTi BUPYYKH, 0CO6MMBO Bij ekcopTy. IIpeficTaBieHo OCHOBHI cTpareriyui
npiopuTeTyt 1A YKpainu, 3rifHo 3i cTafisMu po3BUTKY LM poBOI eKOHOMIKY, @ caMe: 3apOIKeHHsI HOBOI 111 poBol
eKOHOMIKY, Iepexif o unuppoBoi eKOHOMIKY, IIOBHE IIEPETBOPEHHS CY4acHOI eKOHOMIKM B LindpoBy. BruBueHo
TeHfeHIii, AKki ¢ikcytorbea Ha puHKY IT B ocTanHi poku. JJoBemeHo mBuAKMil fuHaMivHMi po3Butok ramysi IT,
TOCTIIKeHO TOJIOBHI eKOHOMIUHi TOKa3HMKY po3BUTKY. OliiHeHO cTaH i piBenb ranysi I'T B Ykpainu mjozo iHmmx Kpai,
rpaBuiB IT-puHKy. 15 JOCATHEHHA BUCOKMX IOKa3HMKIB y cepi 1ndpoBoi eKOHOMIKM HeoOXifjHe KOMITIEKCHE
BUPpIIIeHHA TaKVUX IIPpo6IeM sAK: MOJepHi3alia cucTeMM OCBiTH, po30ynoBa HoBoi IT-exocucreMu Ta IIOCUICHHS
pOo6OTH Hajj CTBOPEHHAM HOBUX YKPAIHCbKUX TEXHOJIOTIYHNUX HapKiB

Kntoyosi cnosa: Inpyctpis 4.0, Inpexc udpoBoi eKOHOMIKM Ta CYCIiIbCTBA, MIOACHKUIL KatiTasl, puHok IT-mocoyr
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Abstract. This study considers the importance of active implementation and development of the digital economy
for Ukraine. The authors of this paper analysed the terminology available in other papers regarding the problems
of high-quality digitalisation of the Ukrainian economy; identified the multivariance of the scientific interpretation
of the term “digital economy” and determined the main common feature in the definitions of this type of economy,
which manifests itself in the wide use of information and communication technology. The analysis involved general
scientific and special methods, namely: the analytical method was used in the review of regulatory and legal sources;
the classification method provided an opportunity to differentiate the main components of the digital economy, and
the description method facilitated their detailed descriptive characteristic; the monographic method was employed
to study the literature sources on the development of the modern digital economy in the national market; the system
and analytical method was used to process available and select relevant information. Preference is given to the
Digital Economy and Society Index (DESI), which determines the level of digitalisation of the country's economy.
The authors of this paper also considered the concept of Industry 4.0 and the reality of its implementation in Ukraine.
The study analyses the IT services market in Ukraine, which demonstrates positive dynamics in revenue growth,
especially from exports. The paper also presents the main strategic priorities for Ukraine, according to the stages
of the digital economy development, namely: the birth of a new digital economy, the digital economy transition,
the complete digitalisation of the modern economy. The authors investigated the trends that have been noted in the
IT market in recent years. The rapid, dynamic development of the IT industry is proved, and the main economic
indicators of development are studied. The study assessed the state and level of the IT industry in Ukraine relative
to other regions that are IT-market players. To achieve high performance in the digital economy, it is necessary to
comprehensively solve such problems as modernisation of the education system, development of a new IT ecosystem
and intensification of work on the creation of new Ukrainian technology parks

Keywords: Industry 4.0, Digital Economy and Society Index, Human Capital, IT services market

Introduction

In the entire history of its existence, humanity has
experienced more than one technological revolution.
Usually, on a global scale, any revolution is based primar-
ily on scientific discoveries, innovations, and technolog-
ical advance. It is believed that the following revolu-
tions had the greatest impact on the development of
humankind: agrarian, industrial, and post-industrial.
Transformation and further development transpired
through the intellectual transformation of human capital.

Suggested Citation:

For example, water and steam mechanisms were used in
production during the industrial revolution, and elec-
tricity was used during the post-industrial revolution.

Since the 1970s, electronic technologies, produc-
tion automation, electronics, and innovations have come
to the fore on a global scale. An entirely new term “digital
economy” emerges. Today, when humanity has managed
to accumulate knowledge regarding digital technologies
recently, is approaching a new leap: the industry is ready

Marchenko, O.1., & Shramkovska, A.H. (2020). Digital economy: An environment for Ukraine's competitive advantages.
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to move to mechanised and automated systems to im-
prove and increase productivity, states can and have
the ability to provide services online and services may
introduce the use of robots. New digital technologies
currently ensure the world's the development and trans-
formation of relations arising between the main partic-
ipants in economic activity, especially in such industries
as banking, education, healthcare, media, economic se-
curity, trade, transport, construction, energy, etc.

In modern conditions of globalisation, the pri-
ority vector is the development of a high-quality in-
formation society of the country, namely through the
digital economy development. The digital economy is
one of the technologies already used by numerous coun-
tries around the world to improve the effectiveness of
their national economies and the rational development
of new modern information technologies to increase
profitability. It serves as the basis for the development
of society and a platform for innovative information
technologies. The digital economy is a prerequisite for
the development of the digital market in Ukraine and
integration into the Single European Market. Thus, the
key issue lies in the current level of the economy digital-
isation in Ukraine and the search for ways to improve it.

Features of the digital economy in modern con-
ditions of globalisation are at the centre of studies of such
Ukrainian and foreign researchers: V.V. Alpakova [1],
A.P. Dobrynin, S.M. Veretuk [2], S.V. Koliadenko,
D. Lyon, V.I. Liashenko, K.A. Semiachkov, but quite
numerous questions about the digital economy, its con-
cept and development vectors remain understudied.
The importance of developing the digital economy in
Ukraine also lacks coverage.

The purpose of this study is to investigate the cur-
rent state of the digital economy in Ukraine, opportu-
nities and ways for development.

Methodology

The methodological framework of this study comprises
the general economic principles of a comprehensive
analysis of the priority of digital economy development
in Ukraine. The identification of the main problems and
obstacles of research, as well as the available solutions,
were developed based on a systematic approach to the
study of scientific papers of both Ukrainian and foreign
researchers, the study of aspects of the digital economy
development, as well as regulations and author's origi-
nal developments. Thus, the methodology of this study
is based on the analysis and research of Ukrainian and
foreign literature on the subject under study.

The study of the issues of the digital economy
involved a dialectical approach to the analysis of the
current position and processes of the digital economy
developmentin Ukraine and the world. In addition, the
analysis and research involved the following general
scientific and special methods: the analytical method
was employed to review the regulatory and legal sources;
the classification method allowed differentiating be-
tween the main components of the digital economy,
and the description method facilitated their detailed
descriptive characterisation; the monographic method
was used during the study of literature sources and
resources on the state and development of the digital
economy; system-analytical method was employed for
information processing. The comparison method was
used to process data obtained by the authors of this
study in the analysis of the Digital Economy and So-
ciety Index.

Results and Discussion

In the classical sense, the digital economy constitutes
an activity where digital data (numerical, text) and
information become the main means of production.
The term “digital economy” was coined in 1995 by
Don Tapscott. The digital economy is often referred to
as the new economy, the web economy, since it is an
economy based on the use of information and tele-
communications technology. Such an economy is un-
derstood as the production, sale, and supply of prod-
ucts by involving computer networks [3].

V.V. Apalkova argues that the digital economy
is the crucial engine of innovative development and
competitiveness of the national economy [1, p. 12].
According to S.M. Veretuk, the digital economy con-
stitutes the main component of the economy, where
knowledge of subjects and intangible production are
a priority. The digital economy is an entirely new eco-
nomic structure that allows selling competitive and
high-quality products with high added value, as well
as contributes to the employment creation, the search
for effective solutions to social, cultural, and, envi-
ronmental issues. Highly developed countries of the
world pay the greatest attention to the sustainable and
integrated development of all elements of the digital
economy, the information society and the knowledge
economy [2, p. 54].

The widespread use of network digital technol-
ogies lately has led to the identification of the main
four stages in the development of the digital economy
(Table 1).
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Table 1. Evolution of the digital economy

Period Development stage Main features
A special infrastructure is being established to provide
access to information via the Internet;
1990-2000 Stage | Websites are used only to read information,
not for promotion
2000-2010 Stage Il Users become actlye part'|C|pants.|n the development
and promotion of information and data
2010-2020 Stage Il The era of spmal netyvorks, apps for instant
information sharing
Building a neural network, where communication
2020-Present Stage IV can be carried out between things, animals, and people

using the principles of neurocommunication;
Widespread use of artificial intelligence

Source: compiled by the authors

The stages of the digital revolution development
occur simultaneously with the industrial revolution
because the digital revolution is a tool for the transi-
tion from the third to the fourth industrial revolution
(Industry 4.0), it had a substantial impact on the creation
of GDP in all countries [4, p. 21].

The Digital Economy and Society Index (DESI)
is used to determine the digitalisation level of the na-
tional economy. DESI includes such indicators as com-
munications, digital public services, human capital,
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digital technology integration, and Internet usage. This
document records and tracks the progress of EU Member
States in the digital economy and its competitiveness.
According to DESI, in 2019, all EU Member States
improved their positions in the digital economy. Fin-
land, Sweden, the Netherlands, and Denmark scored the
highest points in the DESI 2019 rating (almost 70 points)
and are among the world leaders in digitalisation.
These countries are followed by the United Kingdom,
Luxembourg, Ireland, Estonia, and Belgium (Fig. 1).

m 4 Integration of digital technology 5 Digital public services
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Figure 1. Digital Economy and Society Index (DESI)

Source: developed by the authors based on [5]

First, it is necessary to analyse the communica-
tion indicator in the context of the DESI indicators.
The best results were recorded in the Netherlands,
Luxembourg, and Denmark. The worst - in Greece,
Croatia, and Italy. This can be confirmed by the fol-
lowing facts [5]:

1. 98% of the EU population is provided with fixed
broadband internet access (at least 30 Mbps);
2. 91% of the EU population is covered by a 4G
mobile network.
As for human capital, countries such as Finland,
the Netherlands, and Sweden demonstrate the best
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results, while Romania, Bulgaria, Greece, and Italy
display the worst results. Unfortunately, 43% of Euro-
peans do not even have basic skills in the field of digital
technologies at all. However, a positive trend is also
observed because the number of EU citizens who do
not use the Internet decreased in the overwhelming

35%
30%
25%

20%

BGl EL RO PT IT HR PL LT MT CY SI

majority of EU Member States in 2018 by 13% com-
pared to 2017, statistics are presented in Figure 2. The
most noticeable changes occurred in Cyprus - by 5%,
where the share of people aged 16-74 has never used
the Internet, and in Slovenia and Romania - by 4% [5].

15%

10%

LT

0% T T

IE LV SK ES EU28CZ FR BE AT EE DE FI

UK NL SE LU

Figure 2. Percentage of the population that does not use the Internet

Source: developed by the authors based on [6]

The number of graduates in science, technology,
engineering, and mathematics also increased (19.1 grad-
uates per 1,000 people aged 20-29 in 2015 compared to
18.41in2013).In 2016, there were 8.2 million informa-
tion technology specialists in the EU, which is 7.3 million
more than 3 years earlier. Denmark, Sweden, and the
Netherlands had the highest number of graduates in
science and technology in 2016, while Romania, Italy,
and Bulgaria had the lowest number. As for digital in-
tegration technologies, they are most frequently used in
Denmark, Finland, and Ireland, and least frequently -
in Romania, Poland, and Bulgaria. The most popular
is the use of software for electronic information circu-
lation (only 26% in 2013, in 2019 - 44%), conducting
electronic payments and interacting with customers
and partners using digital technologies (from 15% of
enterprises in 2013 to 35% in 2019). As for digital public
service availability indicators, Finland, Estonia, and
Denmark occupy the best position, while Greece, Hun-
gary, and Romania occupy the worst position [5].

Today, when Ukraine is at the 3™ technological
stage, the priority task is to create conditions for the
development of the digital economy. In Ukraine, the
issue of digitalisation of industry and the national econ-
omy is being raised at the government level.

At the beginning of 2018, the Government of
Ukraine approved the Concept of Qualitative Devel-
opment of the Digital Economy of the Country, as well
as Society for 2018-2020, developed and approved an
Action Plan for the introduction and implementation
of the Concept. The main purpose is to implement the

available initiatives of the Digital Agenda of Ukraine
2020, and therefore the Concept constitutes a digital
strategy that should be implemented to quickly elimi-
nate barriers and obstacles arising upon active digital
transformation of Ukraine in certain promising areas
of development.

The Action Plan identifies the following measures:

1. High-quality regulatory and methodological, as
well as organisational support for development;

2. Development and investment in priority areas
of the digital economy of Ukraine;

3. Trainings to improve the digital skills of Ukrainian
citizens;

4. Modernisation of the country's digital infrastructure.

Importantly, the developed Concept of the Dig-
ital Economy in Ukraine outlines the foundation for the
digital economy development, forms the main princi-
ples of national policy that should be observed during
digitalisation processes, encourages initiatives to estab-
lish and develop the country's digital infrastructures
for high-quality and rapid overcoming of the identified
“digital gap”, helps elevate the digital skills of citizens,
develops incentives for the creation of new innova-
tive, high-tech industries and products, outlines criti-
cal areas for the nationwide implementation of digital
transformation projects [7].

Industry 4.0 was initiated and put into effect by
the federal government of Germany as a priority strate-
gic plan for the development of the national economy
with the main purpose of implementing information
and communication tools, technologies in the modern
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industry of the country through the connection of
production components (equipment, personnel, prod-
ucts, etc.) to the world global network of information
and data exchange [8].

Industry 4.0 occurs only during the transition
from conventional automated production and the use
of information and communication technology in pro-
duction (the third industrial revolution) to combining
resources, information flows, objects, and people into
a network [9]. The digital economy policy constitutes
a coordinated plan of action, state initiatives for prompt
and flexible mobilisation of national resources for qual-
itative acceleration of technological changes, and for
taking leadership positions in global competition [10].

The term “Industry 4.0” has existed in Ukraine
since 2014, but even today it is not popular [10]. Indus-
try 4.0 is based on information tools and technologies.

Goods and services

17.80%
Bl Services
B Computer services I
-4.50%

-10%
2016

In Ukraine, information technology (IT) is one of the
priority areas of the economy. For the first half 0of 2018
of the Ukrainian IT-association, the I'T industry brought
the national economy 1.5 billion US dollars' worth of
export revenue, which is 29% more than last year's
figures. The number of people employed in the industry
increased by 30 thousand people [7].

In general, the IT services market in Ukraine
demonstrates positive dynamics - consistently high
growth rates: according to official NBU data, in the
first half of 2018 alone, the IT industry managed to
bring 1.5 billion US dollars of export revenue to the
Ukrainian economy. This is 29% more than last year's
figures. The number of IT specialists was more than
150 thousand people with an average salary of 1.8-
2 thousand US dollars per month (Fig. 3).

29.30%

24%

21.50%
13.10% I

2017

11.40% 19.80%

2018

Figure 3. Dynamics of Ukrainian exports according to the NBU for 2016-2018

Source: [7]

According to leading experts of Pricewaterhouse-
Coopers (PwC), the main elements of I'T services in
Ukraine today are as follows [11]:

o IT consulting and digitisation of data;

« IT support and outsourcing - services for maintain-
ing, hosting, upgrading, and configuring IT products
developed by third parties.

« Custom Application Development (CAD) - pro-
vision of services during the full or certain part of the
new software development cycle, which provides ad-
ditional value to the company through the develop-
ment of an IT product (the right to intellectual property
belongs to customers).

« Business process R&D outsourcing — a variety of
services with relatively high added value, presented

as a mixture of IT consulting and CAD, but with
pre-defined boundaries and pre-determined constant
repetitions of the software development cycle [11].

In 2019, there were 1,142 enterprises in the field
of information and telecommunications, of which 21
were medium-sized and 1,121 were small [12]. The
geographical structure of the IT market in Ukraine
demonstrates the priority features of regional policy -
Kyiv (44.3%), Kharkiv (15.4%), Lviv (12.0%), Dnipro
(7.2%), Odesa (5.3%), Vinnytsia (2.2%), Zaporizhzhia
(1.7%). 2.5% of respondents work remotely [13].

Annual growth rates have stopped. In 2019, the
number of specialists in the top 25 companies according
to dou.ua increased by 13% compared to 2018, and this
is 5 points less than the 2018 growth rate compared
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to 2017. As for the overall growth rate of the top 50,
the annual figures are better — almost +15% in 2019.
Comparison of quantitative data indicates that the

20%
18.4%

number of specialists in the top 25 in 2019 increased
by 5,750 people (6,983 in 2018). And in general, in the
top 50 — by 8,671 in 2019 against 8,710 in 2018 (Fig. 4).

10
7.5%
4.6%
0
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2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Figure 4. Relative growth rates in the IT industry

Source: [13]

In 2019, the number of specialists in 5 of the most
successful IT companies in Ukraine increased by 13%
(3,072 specialists).

The leader of the rating is EPAM, which is
constantly increasing the number of employees (July
2019 - 7 thousand employees, January 2020 - 8 thou-
sand employees). EPAM explains this activity by the
constant increase in the share of complex end-to-end

8300

8 thous. specialists 7445

S

N

projects and cooperation with already available part-
ners [14]. EPAM continues to develop its field of study,
and establishes cooperation with higher educational
institutions, opens special laboratories. The second place
is occupied by SoftServe, which grew by 363 specialists
between July 2019 - January 2020. GlobalLogic (+237 spe-
cialists), the company's priority areas are projects in the
telecom, media, medicine, automotive industry (Fig. 5).

4600
3675

EPAM SoftServe

GlobalLogic

Luxoft Ciklum

Figure 5. Growth dynamics of the 5 most successful IT companies
for August 2011 — January 2020

Source: [14]

Conclusions

The digital economy constitutes the foundation of eco-
nomic success and innovation. Competitive advan-
tages in further integration into the EU are ensured
by an increase in the quality and level of originality
of Ukrainian goods and services. Therewith, the need
for high-technological research, fundamental devel-
opments, the upbringing of a certain “digital” culture,
and the implementation of the ideas of “smart cities”
in Ukraine is ensured. In Ukraine, there is no general
assessment of the economy digitalisation, and therefore
a problem occurs regarding the understanding of the

overall picture of the digital infrastructure used. The
main reason is that Ukrainians do not have a digital
field. To achieve high performance, Ukraine, and play-
ers in the information and digital technology market
need a comprehensive solution to such problems as
simplification of employment of foreigners, develop-
ment of human resources, modernisation of the ed-
ucation system, removal of obsolete regulatory barri-
ers, development of an entirely new IT ecosystem and
strengthening work on the creation of new Ukrainian
technology parks.
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YnpaBniHHA NepcoHaNnoM siK iHCTPyMeHT (popMyBaHHSA
KOHKYPEHTHOI No3uL,ii 3aKnaais BULLOI OCBITU
aHHa OpiiBHa NMogakoBa, IpyuHa AHaToniiBHa HeyaeBa

HayioHanbHui yHiBepcUTeT «3anopisbka nosiTexHika»
69063, Byn. XKykoBcbKoro, 64, M. 3arnopixxs, YKpaiHa

AHoTauis. Ha cborogHi prHOK OCBIiTHIX IIOC/YT € JOCUTD HepeHaCHYeHNM i BuMarae Oi/IbIll eTaIbHOTO 30BHILIIHBOTO
Ta BHYTPIIIHBOTO aHAIi3y His/IbHOCTI yHiBepcHUTeTiB 3a[yIi pO3YMiHHA NPVMHIWINB 3aMydeHHS abiTypieHTiB.
Binpiuicts MaiibyTHIX 3106yBadiB OCBITU Iif Yac BUOOPY YHIBepCUTETY [/Is BCTYIIYy MAIOTb IIeBHi Kpurepil Bifoopy
i OZHUM 3 TOTIOBHUX € SIKiCTh HaB4aHHs. CaMe TOMy Takuit pakTop GOpMyBaHHSA KOHKYPEHTHOI ITO3ULI K piBeHb
HiATOTOBKY HAyKOBO-TIEHAarOTidHOr0 CKIafy HOTpebye Oinbll HeTanbHOTO PO3ITIAAY 3 TOUKU 30pPY YIPaBTiHHS
HepcoHa/IoM. PiBeHb IiATOTOBKY HAyKOBO-IIEAroriqHOrO CK/Iafy MiCTUTD Y co6i He nuiile Habip neBHUX KBastiikaryiii, a
11le 71 BMOTVMBOBAHICTD 1 3aL[iKaB/IeHICTb Y IIPOBefieHHI AKICHUX 3aHATD. Yepes crierpudiky poboTy, BUKIaadi Haioi1bI
CXWMJIbHI 10 éMOL|IIHOTO BUTOPAHHA, CaM€ TOMY KE€PiBHUITBY C/Iifl 3aBXX/IM MaTU Ha yBasi ifei, cipAMoOBaHi Ha
3anobiraHHs BUTOPaHHs B KOJIEKTMBi. MeTa po60OTV — pOSIISAHYTH YIPaBIiHHS MEPCOHANOM SIK IHCTPYMEHT
($hopMyBaHHs KOHKYPEHTHOI O3MIIii 3aK/IajiiB BUIIIOI OCBITH, PO3KPUTH IIPOO/IeMy BUTOPaHH: BUK/Iaa4iB Ta HalaTH
peKoMeH/allil 111010 3ar0biraHHs bOTo CTaHy 3 METON0 IiBUIIEHHA PiBHA MiATOTOBKM HAayKOBO-IIELATOTiYHOTO
cxnagy. Y xopi focifpkeHHs 6yny BUKOHAHHI HACTYIIHI 3aBlaHHA: PO3IVIAHYTO IIOHATTA KOHKYPEeHTHOI o3uii Ta
ii 0cOOMMBOCTI; BUAB/IEHO OCHOBHI YMHHMKY BIUIMBY Ha KOHKYPEHTHY Mo3nLiro 3akaanis sumoi ocsitu (3BO);
BCTAHOBJICHO HEOOXiHICTb SIKICHOTO yIpaB/iHHA IepCOHAIOM IS MiIBMUIIEHHs PiBHSA MiATOTOBKU HayKOBO-
TI€/IarOTiYHOTO CK/Iay; POSI/LIHYTO PO6/IeMy BUTOPaHHS sIK K/TIOYOBY B pOOOTI IIepCOHATY 3aK/Ia/jiB BUILOI OCBITH;
HoBefieHO eeKTUBHICTb KoHLenwii well-being i He06XigHICTD ii 3aCTOCYBaHHA fAK CK/IAZ0OBOI YaCTUHMU IPOLECY
YIIpaB/IiHHA IePCOHAIOM 3a/Is1 TOKpallleHHs KOHKypeHTHOI nosutii 3BO. HaykoBa HOBM3HA po6OTH MOTSATaE B
aHali3i okpeMux (akTopiB pOpMyBaHHSA KOHKYpPEHTHOI ITO3ULl — AKICTb OCBiTM Ta piBeHb MiATOTOBKM HayKOBO-
TI€JarOTi9HOTO CK/IA/y, BUAB-/IEHHI BXXIMBOCTI YIIPAB/IiHHA II€PCOHAIOM JI/IA MiBUIEHHA Pe3yIbTaTUBHOCTI JaHUX
(hakTOpiB, a TAKOXK pO3poOIIi peKOMeHAIIil 1I[0/{0 BIIpoBaKeHHs KoHuenwii well-being i miarHocTnky BuropaHHs
cepefi BUK/IaflaviB i3 METOI0 IIOCU/IEHHA KOHKYPEHTHOI O3N1lii yHiBEPCUTETIB

KniouoBi cnoBa: KOHKYpeHTHA MO3NLIisl, YIPAB/IiHHs [IePCOHANIOM, BUTOpaHHs, (pakTopy (GOPMYBaHHI KOHKYPEHTHO
no3uii, pUHOK OCBITHIX MoC/yT, KoHLenis well-being
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Abstract. Nowadays, the market of educational services is quite saturated and requires a more in-depth external and
internal analysis of university activities to understand the principles of attracting applicants. Most future applicants
for education have certain selection criteria when choosing a university for admission, and one of the main criteria
is the quality of education. That is why such a factor of developing a competitive position as the level of training of
academic staff requires a more thorough consideration from the standpoint of personnel management. The level
of training of academic staff includes not only a set of certain qualifications, but also motivation and interest in
conducting high-quality classes. Due to the specific features of their work, teachers are most susceptible to emotional
burnout, which is why management should always have ideas aimed at preventing burnout among the staff. The
purpose of this study is to consider personnel management as a tool for developing the competitive position of
higher education institutions, to cover the issue of teacher burnout and provide recommendations for preventing
this condition to improve the level of training of academic staff. The study completed the following tasks: considered
the concept of competitive position and its features; identified the main factors influencing the competitive position
of higher educational institutions (HEI); established the need for high-quality personnel management to improve the
level of training of academic staff; considered the burnout as a key issue in the work of the staff of higher educational
institutions; proved the effectiveness of the well-being concept and the necessity of integrating it into the personnel
management procedure to improve the competitive position of HEIL The scientific originality of this study lies in the
analysis of individual factors of competitive position development - the quality of education and the level of training
of academic staff, identifying the importance of personnel management to improve the effectiveness of these factors,
as well as developing recommendations for implementing the well-being concept and diagnosing burnout among
teachers to strengthen the competitive position of universities

Keywords: competitive position, personnel management, burnout, factors of competitive position development,
educational services market, well-being concept

Introduction Currently, there is quite fierce competition in the

At present, the aspect of developing the competitive
position of higher education institutions in the market
of educational services is a topical issue for Ukrainian
researchers. In their publications, which were used as
the basis for this study, L.V. Lebedeva, A. Korchynska
and M.T. Telovata have already raised the issue of com-
petitiveness of Ukrainian universities and the problems
they face upon developing competitive advantages.

Suggested Citation:

market of educational services, primarily in the higher
school system, which will inevitably increase due to
ashortage in the number of applicants. Thus, in Ukraine,
the number of students in HEIs is gradually decreasing.
For 2015-2019, the total number of applicants for ed-
ucation decreased by 423,105 people [1]. There may
be several reasons for this. For instance, demographic
decline, disinterest of young people in obtaining higher

Podakova, H.Yu., & Nechayeva, I.A. (2020). Personnel management as a tool for developing a competitive position of higher
education institutions. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 40-49.
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education, or preference for foreign universities. The
number of HEIs was 659 as of 2017, which is 154 insti-
tutions less than in 2010 (813 HEIs). That is, this indi-
cator has substantially decreased and indicates mani-
festations of a fiercer competition among universities
for the right to exist [2, p. 66].

Active research of the educational services market,
analysis, and evaluation of their personal position in it,
and working out the shortcomings of the educational
institution to increase the competitiveness are now
necessary for HEIs. Thus, according to the authors of
this study, the competitive success of universities in the
global market of educational services comprises the
following factors: training, retraining, and advanced
training of personnel; research; high potential for gen-
erating new knowledge; availability of various sources
of funding, strengthening international cooperation;
quality of the educational process.

Modern HEIs should focus on the factors of
developing a competitive position. One of the vital factors
is the quality of education and the level of training of
academic staff. According to applicants, these indicators
are crucial when choosing a future place of study. This
conclusion can be reached after an in-depth analysis
of the Ukrainian and global market of educational
services because according to the results of an interna-
tional study, about 61% of applicants primarily focus
on the conditions and quality of education, and not on
the prestige of the university [3, p. 92]. Studies conducted
based on surveys of Ukrainian students also indicated
that more than half of them - 53.4% — chose a higher edu-
cation institution based on the quality of education [4].

Meanwhile, according to a World survey con-
ducted by the American Gallup Institute, the quality of
educational services in the HEIs of Ukraine is low (only
49% consider it satisfactory), compared to other countries
of the world: Finland - 81%, Canada - 73%, the USA -
68%, Germany and France - 66% [5, p. 41]. The qual-
ity of education is directly dependent on the level of
training of academic staff. However, the latter is described
not only by the qualification abilities of the staff, but
also considers the extent to which each of the employ-
ees is satisfied with their life and work (physically and
psychologically). This factor will affect their interest
in work, expanding their knowledge and reproducing
the educational programme at a high level.

It is the improvement of the personnel manage-
ment procedure that can affect the competitive posi-
tion of the HEI by introducing positive changes and
shifting the focus towards well-being management. That
is, using the well-being concept in working with the
team and preventing emotional burnout among teachers.

After all, according to O. Babkova's research on the man-
ifestation of emotional burnout, which was conducted
using the V.V. Boyko's questionnaire among teachers
of educational institutions of Zaporizka Oblast, the
following indicators were found: 32.43% of respon-
dents already have emotional burnout, 52.7% - cur-
rently experience its manifestations and tendency to
develop [6, p. 28].

Methodology

The theoretical and methodological framework of this
study included the scientific developments of Ukrainian
and foreign specialists on the development of a com-
petitive position of higher education institutions and
well-being management. During the solution of the
problem under study, the authors analysed and justified
the results of surveys of first-year students of the Taras
Shevchenko National University of Kyiv within the
framework of the UNIDOS-13*, university students,
teachers of educational institutions of the Zaporizka
Oblast (in the study by A.A. Babkov) and research
by L.V. Lebedeva, A. Korchynska, A.A. Pikulova, and
M.T. Telovata. These materials were chosen because of
their relevance relating to the current year and to con-
sider the competitive advantages of HEI in the opinion
of educational consumers (i.e., students) and analyse
the emotional state of Ukrainian teachers to provide
appropriate recommendations on the development
of a competitive position of HEI in Ukraine through
personnel management as one of the leading tools.

In the course of this study, the authors employed
general and special scientific methods, which allowed
them to formulate the main research problems and
justify recommendations for their solution. In partic-
ular, using the method of theoretical generalisation,
the theoretical foundations of personnel management
are developed using the concept of well-being as an
objective process of developing the competitive position
of HEIs, and the areas of the organisation's activities
in personnel management are outlined.

The monographic method served as the basis
for describing the trends in the development of the
well-being concept in the world, identifying the features
of this process in the context of implementing the prin-
ciples of developing a socially oriented management
system.

The method of scientific abstraction allowed
summarising the results and formulating recommen-
dations and conclusions through in-depth knowledge
of the factors influencing the emotional state of teach-
ers and the current results of surveys for the presence
of burnout. Tabular and graphical techniques provided
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a visual interpretation of the research results. The method
of system analysis allowed substantiating the conceptual
foundations of systemic shifts in personnel manage-
ment as a tool for developing the competitive position
of HEIs.

Results and Discussion

A necessary condition for competitive analysis of an
organisation is to determine its competitive position.
A competitive position is a comparative feature of the

position that an organisation occupies regarding com-
petitors. To determine a competitive position, it is nec-
essary to choose the factors of its development that
should correspond to the industry and corporate profile.

Factors of developing a competitive position con-
stitute a set of factors of market and resource orienta-
tion that can affect the long-term competitiveness of
an organisation and, accordingly, its strategic success.
Specific factors will be the development of a competitive
position for HEIs (Fig. 1) [7, p. 288].

v

Average EIT score

Demand for graduates in the labour market

A4

Development

Level of training of academic staff

factors of the

v

Level of research-to-practice interest

Tuition fee

Number of applications

competitive
position of the HEI
>
—
L

Distance learning availability

Figure 1. Development factors of the competitive position of the HEI

Source: [7, p. 288]

This list is not exhaustive and should be supple-
mented depending on changes taking place in the ed-
ucational services market. Considering the fact that
studying at a higher education institution is one of the
crucial stages in the development and socialisation of
a person, it is essential to understand what motives
guide applicants upon enrolling to HEL Proper analysis
of the needs of consumers (applicants, future applicants
for higher education, and business employers) will help
create a strong competitive position.

Given that the choice of an applicant is influenced
by a wide scope of economic, social, and psychological
factors, as well as the complexity of the management
system of a higher education institution, at the first
stage it is advisable to identify significant motivating
factors for enrolees to the university. The interrelation

and interdependence of factors influencing the appli-
cant's choice of HEI and possible controlling influ-
ences aimed at increasing the demand for educational
services is presented in Figure 2 [8, p. 23].

The UNiDOS-13* University study, through a
survey of first-year higher education applicants from
Taras Shevchenko National University of Kyiv, identified
significant reasons for their enrolment to HEI (Fig. 3)
[4, p. 6]. The key factors upon choosing a higher edu-
cation institution are as follows: prestige and status —
71.7%; the presence of the speciality in which the ap-
plicant wanted to study - 61.3%; the opportunity to
get a high-quality education - 53.4%. More than half
of students primarily rely on a high-quality education
upon choosing a HEL
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Internal factors
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Figure 2. Interdependence of factors of influence on the applicant's choice
and possible management influences

Source: [8, p. 23]
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Figure 3. Motives for applicants' enrolment to HEIs

Source: [4, p. 6]

The study by V.A. Zernov notes that “the success
of the efforts of education management aimed at its
modernisation depends entirely on the nature and
quality of teachers' activities. It is impossible to solve
the problem of transition to a new quality of education
without thinking about the quality of the personnel
potential of higher education institutions” [9, p. 320].

Human capital is intelligence, health, knowledge,
high-quality and productive work and quality of life,
this is the main factor in the establishment and devel-
opment of an innovative economy as the highest stage
of its development. Notably, employees can consider-
ably influence the financial results of the organisation.

Consequently, O. Grishnova [10, p. 53] identifies
the following components: education capital, health
capital, and cultural capital (1):

HC =Ec +Hc + Cc (1)

where HC is the human capital; Ec is the education
capital, which represents contributions to the person's
intellectual development, that is, investments in up-
bringing, education, and professional growth; Hc is
the health capital, which represents investments in a
person that are made to maintain and improve their
health and performance; Cc is the cultural capital, which
represents contributions to the socio-psychological state
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of an individual, that is, investments in ethical and
spiritual education.

Ukrainian Western military districts are described
by an emphasis on such a component as “education
capital’, which is undoubtedly the main one. But modern
events, considering the pandemic and the crisis, have
proven that the “health capital” and “cultural capital”
are undervalued and require additional attention and
reinterpretation. Physical and psychological health is
the key to high-quality education and ensuring a stable
competitive position of the HEL

Considering personnel management as a tool for

ensuring the competitiveness of an organisation and
identifying the main areas of its activities in this field
(Fig. 4), it is necessary to focus on maintaining a com-
fortable socio-psychological climate and influencing
the motivation of behaviour [11, p. 168].

All this is combined by the well-being concept,
which is popular among organisations that want to in-
crease productivity and improve the personnel man-
agement. This concept includes 5 broad categories that
are significant for most people: professional well-being;
social well-being; financial well-being; physiological
well-being; and environmental well-being.

Areas of personnel management activities of the organisation

Identification of personnel requirements (planning of quantitative and qualitative personnel
requirements, selection of methods for calculating the number of personnel requirements)

Personnel selection (analysis of personnel selection sources)

Placement of personnel (current periodic assessment of personnel, targeted movement
of personnel)

v

Personnel development (adaptation, training, service/professional promotion, displacement)

v

Maintenance of a comfortable socio-psychological climate (regulation of team relations,
mitigation of conflict situations, prevention of employee burnout)

v

Influence on motivation (adequate wages, “corporate spirit” upbringing)

Personnel safety management (creation of normal working conditions, labour protection)

v

Legal and informational support of personnel management

Figure 4. Main personnel management activities of the organisation

Source: [11, p. 168]

Positive results of implementing well-being pro-
grammes in personnel management according to the
data specified in the study by O.A. Pikulova [12]:

— organisations, provided a high level of well-being,
have better indicators and results in business: there is
a doubling of employee engagement, a 70% — decrease
in the number of stressed employees, 6 days fewer sick
leaves, and a higher company income;

— for 86% of employers, well-being is the factor that
most affects the involvement. 74% consider welfare
programmes to be an essential aspect of developing
an employer value proposition;

— in organisations with a high level of employee

well-being, customer satisfaction is higher by 10%, share
prices are higher by 12%, and sales per employee are
higher by 27,000 US dollars per year.

— every dollar invested in well-being programmes
saves 7 US dollars on medical expenses;

— well-being programmes can increase engagement
by 8 times, productivity — by 3 times, creativity — by
3.5 times, “healthy” companies bring 3 times more
profit, and if the company does not develop well-being,
the risk of losing employees increases by 4 times.

Employees with a high level of well-being are more
likely to be engaged in their work and feel supported
by their organisation (Table 1) [13, p. 35].
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Table 1. Impact of the well-being level on employee satisfaction

Employees experiencing

High well-being Vs

Low well-being

88% Feel occupied at work 50%
83% Enjoy their work A1%
84% Loyal to the company (team) 54%
84% Recommend their company as a great place 48%

to work

Source: [13, p. 35]

To increase the interest of teaching staff in per-
forming high-quality work, it is necessary to identify
factors that affect their activities: comfortable condi-
tions at the department and faculty; cooperation with
the dean's office; distribution of teaching load; moral
and material motivation; communication relations.

Data from the HeadHunter survey indicate that
it is the representatives of socionomic professions (the
“Person to Person” type of work) that are more susceptible
to burnout syndrome than others. Teachers, physicians,

bankers, social workers, and salespeople are among
those occupations that are more at risk of experiencing
emotional burnout.

Respondents from different regions of Ukraine
believe that educators and teachers are most suscepti-
ble to nervous overload and emotional burnout. 42%
of respondents are convinced that it is employees of
educational institutions who most often experience
stress at work (Table 2) [14].

Table 2. Professions whose representatives are most susceptible to burnout

Profession Percentage of respondents

Teaching staff 42%

Medical professionals 25%
Financial sector employees 25%
Social workers 20%

Sellers 19%

Law enforcement officers 14%
employees of creative professions 13%
IT specialists 12%

Coaches and psychologists 10%

Source: [14]

It is necessary to highlight the main advice from
the leading operations manager O. Chernenko-Duba
on measures to reduce emotional burnout, which are
as follows:

— “establishing openness and dialogue in working
with people, two-way communication through continu-
ous formal or informal communication to understand
the psychological and emotional state of employees and
the ability to timely respond;

- assessment of the abilities, needs, and aptitudes
of employees, selection of the volume and type of work
for each according to the identified factors. Workload
increase only if the work results are successful and with
the consent of all team members. Express prioritisation

of the team's work to provide the necessary time and
resources to complete tasks;

—identification and coordination of real expectations,
areas of authority and responsibility, if necessary;

- employee mentorship and coaching, development
of their abilities, discussion of any issues;

- consideration of the motivational factors and
needs of each employee separately;

— cultivation of the need for professional and per-
sonal development at the department and company
level” [15].

Before starting a transformation programme,
it is necessary to create readiness and motivation in a
person. Experts recommend gradually shifting the focus
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from paternalistic care of employees to partnerships —
when employees share responsibility for their develop-
ment and well-being; apply only those corporate pro-
grammes that are selected by the employees themselves

based on the survey results. One of the options that experts
recommend is self-questioning, i.e., one can diagnose
burnout in themselves, colleagues, or subordinates by
giving an answer to the question (Table 3) [16]:

Table 3. Survey to diagnose burnout

Question

Answer

Nothing pleases you?

Reduced performance?

Are you procrastinating more often?

Colleagues and relatives annoy you?

No strength, no energy to do anything?

Are you starting to hate what you love?

Fail to see the future and meaning in a relationship?

Do you spend more time on social networks and games?

Increased consumption of tobacco, coffee, alcohol, or sweets?

Still feel tired after sleep, weekends, and vacations?

Source: [16]

If 3 to 10 answers are “yes”, the employee should
contact a specialist and start working on their burnout.

Thus, for personnel management to be consid-
ered an effective tool for developing the competitive
position of HEIs, it is necessary to bear in mind the
direct dependence of such indicators as the quality of
education and the level of training of academic staft.
To maintain these factors at a high level, it is necessary
to focus not only on the qualification skills of the teach-
ing staff, but also on their satisfaction, motivation, and
comfort of work in the workplace. It is for this purpose
that it is advisable to introduce the concept of well-be-
ing as one of the most effective methods for setting up
personnel management and preventing burnout among
education workers today.

Conclusions

It is essential for enrollers to understand that they will
receive a decent level of quality of education during
their studies. Therefore, the level of training of academic
staff constitutes one of the decisive factors in the de-
velopment of a competitive position of the university.
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Abstract. The relevance of the definition of neoliberalism is primarily related to the need of society to recognise
national identity, create a competitive self-governing society based on the principles of equality and dignity. Liberal
democracy is the most successful model in the state-building process, but at a time of flourishing corruption and
uneven distribution of power, the so-called “liberal democracy” is facing a neoliberal crisis. At the present stage of the
economy, numerous issues arise, among which the concentration of capital in natural oligopolies and corporate control
become virtually unsolvable. The purpose of this study is to analyse the political prerequisites for the transformation
of Ukrainian society, to determine the possibilities of transition from isolated monoliths of oligopolies to an
eco-system of a modular economy based on small or medium-sized competitive flexible enterprises that are favourable
for society. In accordance with this, a self-governing society is developing, which is capable of analysing the political
and economic situation and benefit from globally available opportunities. This study uses analytical and historical
methods that analyse the course of historical geopolitical events, namely the preconditions for the emergence of liberal
democracy in Ukraine during the Soviet era. As a result, this paper provides the conceptual model of a self-regulating
society and determines its main characteristics. The authors also considered the development vectors of the country's
economy through the interrelation of business and education systems, which is a prerequisite for economic stability

Keywords: enterprise, national identity, neoliberalism, economic system of the country, liberal democracy

Introduction

Ukraine is at the epicentre of geostrategic problems
and not only because of the country's geopolitical
location, but mainly because it raises issues that are
relevant to all liberal democracies in the world, which
are concerned about the consequences of neoliberal
politics. Even with the high risk that Ukraine may
eventually return to systemic corruption, there is
also hope to see the current neoliberal system trans-
form into a new self-governing society that can solve
the country's security and employment issues. How-
ever, it is better to start this study with the events that
took place in Ukraine almost six years ago, from the
Revolution of Dignity.

Before the Revolution of Dignity, Ukraine had
almost 300 years of strong close relations with Russia,
but not such as in most other states that were frankly
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not interested in being under the Moscow dictator-
ship. Ukraine was the key partner in all Moscow's
affairs, and until recently, many key, vital, and stra-
tegic Russian production resources were situated in
Ukraine. Therefore, the split was much more painful
than expected. But why did it happen? Six years ago,
Ukraine decided to follow the Eurocentric path.
Interestingly, there were no leaders organising the
Revolution; it happened almost spontaneously. The
Ukrainian people suddenly and unexpectedly real-
ised that they were different from the neighbouring
Russians. The difference was in the nature of people, in
the understanding that they can stand up for them-
selves not only as Ukrainians fighting for political
change, but also as individuals who have rediscovered
their dignity.
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Although the memory of poverty and self-
doubt has not disappeared, the struggle for human
dignity is changing the political and economic
environment in this region. In other words, the
Ukrainian revolution is based not only on econom-
ic or political reasons; this revolution is essential
because of the recognition of the Ukrainian nation
as a community of self-governing people capable of
thriving in the modern world. The author of this
study very well remembers the struggle to become
worthy citizens of Lithuania, which almost 30 years
ago led the Singing Revolution against the Soviet
Union. Ukrainians have once again proved that the
influence of a militarised despotic force on histor-
ical events in the world is decreasing and cannot
stop the voice of people if they decide to change the
country.

Ukraine has begun extremely intensive trans-
formations and reconstruction of the country at all
levels. The country's infrastructure is being updated
with such intensity that it seems that in the past there
was not even a precedent for such immense positive
changes. Opportunities to reform the educational,
economic, political, and other systems were long
awaited after the collapse of the Soviet Union. Before
the Maidan uprising, Ukraine was ruled by a central
autocratic puppet government that depended on
instructions from Moscow. These instructions were
based on the idea that a person's true needs are
much simpler than they are thought to be, and peo-
ple only experience poverty when it turns out that
their neighbour is living better. Thus, an autocratic,
dictatorial regime cynically exploits this and keeps
the population trapped inside the country's borders.
Even today, only a small percentage of Russian res-
idents can afford to get a foreign passport that al-
lows them to leave the country. Furthermore, strict
internet censorship and the spread of propaganda
create apocalyptic stories about supposedly Western
decadence, turning the autocrat into a saviour, mas-
ter of the people and the nation. The exploitation of
such a despotic regime kept Ukraine in backward-
ness, corruption, and kleptocracy. However, the pop-
ulation of the country understood that this could
not continue and that all their difficulties had been
overcome. They understood that their problems arose
because of bad human decisions, but human deci-
sions could change if the Ukrainian people fought
for their dignity. Therefore, this does not refer to na-
tionalism directed against Russians, as is sometimes

promoted in the media. This aspect should be covered
in more detail.

Nationalism promoted top-down must be sep-
arated from the individual recognition of national
dignity that originated in a bottom-up manner. Na-
tionalism is a political tool designed to replace the
true national identity and dignity of the individual
with a political attitude that is hostile, chauvinistic, and
offensive to other nations or countries. Autocratic
politics uses nationalism as a tool to promote the rise
to power and use one community of people against
others. Viktor Orban in Hungary, Vladimir Putin in
Russia, Recep Tayyip Erdogan in Turkey, Marine Le
Pen in France, and many other populist leaders use
the nationalism argument to manipulate people's
feelings and exploit them as a political tool. After all,
nationalism makes society limited and weak. This is
almost the opposite of true national dignity. The sit-
uation in Ukraine is quite different. National dignity
and independence in Ukraine have grown from the
grassroots levels, from the united initiative of the
active people of the country, without a clearly defined
leader.

National identity is naturally formed at the
bottom and goes up; this must be recognised freely
and without confusion. This is precisely what the
Ukrainian people realised. Ukrainians have recre-
ated their nation, not through becoming national-
ists in the narrow meaning, but through regaining
a bright, decent, and hard-working national character,
as well as through deep national and ethnic roots
in the language, customs, national cuisine, and fa-
mous attire. At the same time, modernisation pro-
cesses transform not only the country's political and
economic systems, but also traditional values and
national identity. S. Huntington notes that many coun-
tries seek to import only modernisation and protect
themselves from Westernisation [1]. This approach
cannot be applied to Ukraine, as it seeks to become
part of Western Europe, although not through as-
similation or loss of national dignity in Westernisa-
tion processes, but rather by changing its political
and economic structure and benefiting from liberal
democratic reforms.

Analysis of the historical background
of neoliberalism in Russia and Ukraine

Why liberal democracy? Everyone knows that this
political system does not guarantee that all groups
of people in the country will achieve their goals. But

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 50-65 52




Svigaris

authoritarian politics is even worse; it goes much
further, not satisfying any interests other than one —
the interests of the autocrat. The main goal of an au-
tocrat is to use power to protect the personal legit-
imacy, and they cannot take risks and share power
with any competitor. Although it is still extremely
difficult to solve all the issues, liberal democracy at
least offers the possibility of a peaceful change of
power from authoritarian to representative. There-
fore, liberal democracy gives hope that the power of
the state in Ukraine will be shared, and democratic
procedures will open opportunities for positive re-
forms. Moreover, this is the first argument that po-
sitioned Ukraine on the path to liberal democracy.
The second —an extremely high correlation between
stable liberal democracies and the highest levels of
economic, scientific, educational, legal development,
and prosperity in the world. Democratic countries
such as those in Western Europe, North America,
and Japan are liberal democracies. Although, ac-
cording to F. Fukuyama, who argues that liberal de-
mocracy can mean the end point of the socio-cul-
tural evolution of humanity and become the final
and best form of human rule, it appears that it is not
enough just to proclaim liberal democracy to improve
the national welfare and security [2]. Citizens of the
country should develop a stable state, the rule of law
and, most importantly, responsibility. In other words,
the government should be held accountable for its
decisions to independent citizens. A country's pros-
perity will not happen on its own; citizens must create
and support this growth. Without the active involve-
ment of citizens, even liberal democracy can become
problematic.

When it comes to liberal democracies, there
is a growing number of statements [3] and recognition
that almost all liberal democracies in the modern
world represent various forms of so-called neoliber-
alism. Neoliberalism is almost never clearly defined
and has primarily become a term of condemnation
used by critics. Neoliberalism requires the elimina-
tion of state interference in the national economy
and the abolition of barriers to the free movement
of goods and capital across national borders, and
offers the foundations of a free market [4]. Advocates
of neoliberalism have promised that this new era
of carefree development will considerably improve
economic performance in both developed and devel-
oping countries. Unfortunately, these promises were
not fulfilled [5]. Neoliberalism has brought unex-
pected and devastating results, which are summed

up by the famous saying that everything the econ-
omy is doing fine, but people do not. There are no
exceptions to the rule that neoliberalism generates
growing inequality everywhere [6]. Historian D. St-
edman [7] fairly notes that the term “neoliberalism”
has become a common expression of the horrors
associated with globalisation and periodic financial
crises. It is widely recognised that corporations thrive
at the expense of a broader community. The accumu-
lation of private capital was concentrated in natural
oligopolies, which were also places of implementation,
if not always inventions, then the most productive
economic innovations [5].

The disparities and deformities of communi-
ties caused by neoliberalism threaten to disrupt the
very foundations of liberal democracy, since the
growth of the country's economy and power does not
bring prosperity and security to the citizens of this
country. In other words, neoliberal politics is mostly
created and supported by lobbyists representing very
particular interests of certain groups of people. Many
programmes are created to address the interests of
a minority at the expense of the majority of society.
This continues to widen the economic and political
gap between the business elite and the vast majority
of the population. The so-called oligarchs are trying
to achieve their personal goals using the country's
policies. Therefore, those with the most substantial
influence on political and economic reforms at the
same time make the greatest profit from them; they
mostly hide under the umbrella of financial institutions,
which have considerably grown in the times of the
neoliberal reforms [3]. Without social responsibility,
private or despotic forces have no limits to their con-
centration. The fundamental doctrine of neoliberalism
was well expressed by A. Smith: “the vile maxim of
the owners of humanity is everything for ourselves,
and nothing — for others. If the masters are given free
rein, then we should expect a social and economic
catastrophe”. Most corporate businesses are focused
on generating value, narrowly optimising short-term
financial performance, and ignoring the broader
impact that determines long-term benefits for so-
ciety, including all initiatives to improve working
conditions.

On the other hand, taking care of long-term
benefits for society is also an indirect cost of the en-
terprise. Therefore, the price of a service or prod-
uct must contain an additional value that is used to
improve working conditions. However, these addi-
tional costs often make the product uncompetitive
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in a market dominated by a price war. Consequently,
it is becoming increasingly difficult to encourage
long-lived profitable investments in an unprofitable
and uncertain environment that generates destruc-
tive competition [5]. Furthermore, to the surprise
of a proponent of Western neoliberal policies, the
growing globalisation of markets has led to increased
competition. Eastern “miracles” brought particularly
fierce competition in almost all possible areas, which
led to considerable economic and social tensions.
Neoliberalism has changed more than just product
prices. Notably, by rejecting the tradition of improving
working conditions, neoliberalism has dramatically
reduced social obligations. Accompanied by the
growth of terrible and predatory financial institu-
tions that only care about their survival in a com-
petitive market, this has led to a crisis in the social
sector. Instead of working for people and distributing
resources evenly, corporate institutions care about
concentrating these resources and investing in cor-
porate power. Powerful economic elites, especially in
the United States, survive in the market rather than
serve the public interest. Thus, instead of ensuring
prosperity for countries, neoliberalism brought ten-
sion, anger, and fear, accompanied by a disregard
for the population and the dignity of the country's
citizens. J. Crotty concludes that neoliberal theory
has deep flaws in all its forms; it is a deceptive and
dangerous guide to building institutions and shap-
ing national economic policy [5]. In other words,
global neoliberalism is driving the world towards
a disappointing and possibly disastrous economic
future.

After the collapse of the Soviet bloc in 1991,
Ukraine's ties with Russia remained very close in
almost all areas. Both countries decided to try the
neoliberalism experiment and once again demon-
strated what happens if all the conditions of a free-
market utopia are actually met. The analysis proved
that nowhere has the neoliberal mission been more
successful in destroying social and economic trends
than in Russia, where President Boris Yeltsin took
simplified neoliberal theory seriously and did every-
thing possible to comply with neoliberal prescriptions.
The result of the neoliberal experiment in Russia was
economic destruction, unprecedented anywhere else
in peacetime after World War II. In just a few years,
according to official statistics, Russia's GDP and
investment in new factories and equipment have
plummeted [4].

The same thing happened in Ukraine. Shock
therapy, in the form of a free-market policy recom-
mended by American advisers, destroyed the econ-
omies of Russia and Ukraine and created a corrupt
semi-criminal ex-communist oligarchic system united
with a clan of autocratic political bureaucracy. The
unbridled nature of the oligarchs in Ukraine has
reduced the population to the level of almost immense
poverty. The term “oligarch” refers to a post-Soviet
industrial and/or financial tycoon who “controls
enough resources to influence the national policy” [8].
Most retirees receive a pension of 42 euros [9], which
limits their chances of survival if they do not own
fruits and vegetables on their small plots of land [4].

In other words, the neoliberal reforms in post-
Soviet Russia and Ukraine were extremely destructive.
They pushed countries into a much broader crisis
than when they were in an isolated Soviet system.
These reforms have increased the number of deaths
due to increased alcoholism, suicide, and homicide,
infectious diseases and stress-related illnesses. Like
other countries that have dared to take part in the
neoliberal experiment, Russia and Ukraine are facing
the incredibly devastating consequences of sharp in-
equality between rich and poor. Thus, the Revolution
of Dignity is not only a political revolt against des-
potic autocrats, the manifestation of national dignity,
but also an uprising of the Ukrainian population
against poverty. Neoliberal reforms destroyed the
conditions necessary for productive, symbiotic re-
lations between the government and the economy, the
state and the market, as well as between micro- and
macroeconomic activities [5].

Conceptual approach to creating a self-governing
society in Ukraine

The restoration of normal conditions for safe life and
recreation in the country begins with the normalisation
of relations between the authorities and society. It
is worth remembering that the success or failure of
liberal democratic reforms in Ukraine are closely
linked to such aspects of everyday life as security,
employment, accessible healthcare, education, and
social costs. This critical opinion should be thoroughly
investigated. The intensive transformation of Ukraine
began as an uprising of the country's residents, who
demonstrated that they had enough gunpowder to
protect their dignity. However, the country's weak-
nesses, especially security and poverty, cannot be
identified solely by addressing the issue of dignity.
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The restoration of normal living conditions and se-
curity in the country can be achieved through the
restoration of educational, political, and economic
foundations.

It is vital to emphasise that optimistic expec-
tations for the activation and reform of a democratic
society in Ukraine should be built not on corrupt
bureaucracy and oligopolies, but on social principles
that focus on equality and human dignity. Ukrainian
ambassador to Canada A. Shevchenko fairly notes
that there is such a danger that “having killed a dragon,
you can turn into a dragon yourself” [2]. While there
is no doubt that political change is rapid and irrevers-
ible, the situation is slowly changing. It is crucial to
maintain the enthusiasm of society, seeking oppor-
tunities to direct it towards new progressive mea-
sures in science, politics, economics, and other areas.
However, even if citizens are united and have good
intentions, they often do not understand the political
and macroeconomic processes. There is no trust in
any new system unless it provides security, a chance
of survival, and a living. Therefore, it is of paramount
importance for the government to take care of improv-
ing the living conditions of people, without waiting
for a better economic situation. The government
should enable people to solve their personal problems.
How to achieve this?

Ukraine houses many projects that plan in-
vestments to be transferred to mega-industrial and
agricultural projects that strengthen the country's
economy and use the potential of large corporations.
However, the key project and the key potential of
any country is its people. It is highly important to
treat people as equal citizens, and while no country
has achieved perfection on this matter, some societies
are doing much better than others. If people see that
they are ignored and oppressed, their hope for the
future will decrease, and their contempt for political
and financial institutions will increase. Therefore,
it is necessary to invest in the country's residents,
especially those beginning to see themselves as ca-
pable of becoming self-governing. It is important to
educate those who can create jobs instead of using
them, those who can create a productive and posi-
tive environment not only for themselves, but also
for others. Even a small percentage of inspired and
enthusiastic people can determine the well-being of
a city or region.

Ukrainians have already started creating com-
munities that independently solve their local issues,

as people take part in decision-making. Instead of
an amorphous mass of people, active communities
arise, which create a vision of their future and imple-
ment it. Creating local communities is a fundamen-
tal component of a good society [10]. This is espe-
cially true in Ukraine, where new leaders are trying
to eliminate corruption schemes and try to change
the situation. The country can solve problems faster
thanks to those openly and actively involved in trans-
formational processes, who are motivated to change
living conditions. The role of such leaders and pro-
pagandists of radical reforms is to say: “Look, you can
find another way out”. It is essential to support peo-
ple who want to change the country for the better [11].

Ukraine already has interesting initiatives to
create a society that is guided by its individual efforts.
One of them was created in 2015 in Novopskov, Lu-
hanska Oblast. The newly formed community of
Novopskov can use the regional budget for its lo-
cal needs [12]. Previously, only a small part of the
budget was provided to residents of this region, but
now the community decides for itself what to use
the budget for. In the same year, the community of
the area decided to eliminate the bureaucratic nomen-
clature, which was disproportionately large, expensive,
and ineflicient. Furthermore, instead of sending taxes
to Kyiv, they now use these funds for local needs.
The local population of the village, which had been
treated as a hopeless province, changed dramatically.
Now citizens are exploring their new opportunities
and finding more and more of them. People there
get more jobs and are motivated to improve their
living environment. Chairman of the Novopskov
community V. Haiev notes that the number of active
citizens has increased, because they realised that
they are important for society, that they can influence
the quality of life and security of their district, and
also realised their capabilities.

Local residents have created projects and
found ways to make their city more comfortable to
live in. Financial independence and the independence
of local regions are crucial because thanks to the de-
velopment of communications, logistics, and other
infrastructures, it hardly matters where someone
is located. The activities of local communities sub-
stantially contribute to the uniform distribution of
decentralised development of the country, and this
is vital for all post-Soviet countries. This practice of
regional self-government can be transferred fur-
ther onto other regions to make people capable of
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stabilising the environment, ensure security, and
generate employment. Furthermore, this approach,
which makes communities self-governing, should
be extended to other areas, such as education, politics,
and economics.

People all over the world are looking for a
decent, independent life. There is a strong social ten-
dency to become independent and self-sufficient citi-
zens without requiring the favour of the authorities
or bureaucrats. They are aimed at creating jobs, not
finding affordable jobs in the market. This means
that those who work also create jobs and control busi-
nesses. Creating and selling something created is
not equal to selling oneself. Being a co-owner and
co-author means that employees care about their
business as much as they care about their personal
well-being. New businesses are often built not on
forms of exploitation and remuneration, but on cre-
ativity and a proportional share of workers' profits.
People of such self-governing teams and communi-
ties create a completely different type of society. A
society of creators, discoverers, and innovators who
can motivate each other and put forward ideas that
previously could not be implemented. Moreover, these
same people are also a society of consumers who
shape the market by choosing the trends, fashion,
and preferences of tomorrow. Neoliberalism with one-
sided opportunities favouring rich members already
competes with the so-called post-Ford business models,
which are mainly used by small and medium-sized
enterprises (SMEs).

Many great businesses often literally grow out
of small teams that comprise several members, without
considerable investment or external support from
the very beginning. A small group of people with a
good idea and enough perseverance can create a
technological breakthrough. Their innovations can
radically transform the entire economy sector. Such
teams create generally accepted solutions in many
areas of human activity that can spread around the
world in seconds, which not only brings high prof-
its, but also changes the understanding of the living
world. Because of their efficiency, these solutions
eliminate old technology, approaches, and obsolete
forms of infrastructure in an incredibly short span
of time.

The abandonment of old methods is happening
so quickly that even academic books and courses at
many universities often lag behind the pace of tech-
nology development. However, this happens naturally,

as some developers grow faster than others. Changing
the world's leading technology preferences often
comes from the creativity of small or medium-sized
development teams that can quickly attract atten-
tion and funds. Notably, it is no coincidence that
SME:s are the backbone of the EU economy. Not
only do they dominate, but they also make up over
99% of all businesses. The trend of developing small
teams in the EU is also growing due to full automa-
tion of production. The number of employees who
perform manual operations and transfer these opera-
tions to suppliers in lower-paid locations is constantly
decreasing. EU and US employees are increasingly
working on marketing and innovation, building
infrastructure, testing systems, giving lectures, or
contributing to retrospectives. Very often, the vast ma-
jority of enterprises take part in research processes
in one way or another. Modern industry already
adheres to the idea that all manual operations should
be automated. Economic growth is becoming more
synonymous with inventing new approaches, prod-
ucts, and services that are rapidly transforming into
models of activity in almost all areas and are rapidly
spreading around the world.

Modern relations between universities and business
in the context of globalisation

Even small businesses can operate globally. The con-
stant decline in transport and communications costs
has led to the realisation of the global economy on
a scale greater than was possible several generations
ago. The new generation of creators no longer needs
to be located in one place. Conferences and meetings
are being held on the Internet increasingly often.
Industry should not be located in urbanised areas;
it moves not only from major cities, but also to dif-
ferent countries or continents. New forms of divi-
sion of labour and social mobilisation are becoming
incredibly flexible, and team members located geo-
graphically in the most remote parts of the world
can develop projects together. The main players in
the new economic era are not only large corporations,
but even more SMEs that can effectively generate
innovative ideas. Each enterprise occupies a niche
that becomes part of a much larger division of labour
and characterises the global creation of new economic
opportunities for other enterprises. Solving particular
issues and reaching a global audience considerably
increases opportunities. A stagnant and limited men-
tality is no longer competitive in the global market
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and can only survive through corruption schemes.
It goes without saying that any clandestine policy
is decided in the future with open and creative ap-
proaches. Isolated corporations that do not become
modular and flexible will not become competitive
anytime soon. Consequently, the new opportunities
of global markets that have been opened up for
Ukraine, along with extensive opportunities, also
bring strong competition.

It is worth emphasising that global markets
are extremely saturated and require a lot from those
who enter them. A high level of automation and
well-designed products render the quick entry into
most EU or US markets impossible. Competition in
global manufacturing markets is so intense and fierce
that a manufacturer without a unique product has
almost no chance of survival. Profits usually account
for only a small fraction of turnover, and if it is not
regularly invested in innovation, it can lead to bank-
ruptcy. The development and innovation of the com-
pany is not just the goal of the initial stage, but the
key to survival in global markets. The global econ-
omy is not only about expansion across countries
and continents, but also about overcoming political
and economic barriers; more importantly, a global
economy means a new global vision that meets the
needs of every person on the planet. Therefore, the
creator must keep in mind cultural diversity and dif-
ferent mentalities when creating products for global
markets. Such groups of creators are multinational
not by chance, but intentionally. Furthermore, the
multi-ethnic aspect becomes a real source of creativ-
ity. Differences between members of a multicultural
team create much broader opportunities to look at
the same world with different eyes. Notably, such a
creative work environment contributes to the enrich-
ment of national identity and dignity, since the cre-
ative process makes everyone equal, and no nation
is “bigger” than the other; each participant enriches
the team with fruitful information. These team mem-
bers are guided by a scientific approach based on
technology, which allows them to spread ideas to
the global market through the Internet, media, and
mass production. Technology is becoming an im-
portant tool for generating wealth and a safe society.

In a global environment, technology is evolving
so fast that the capital invested in new technologies
is becoming irreversible in a shorter time than ever.
The question of choosing the right technology to in-
vest in is crucial, mainly when investing in economies

of scale entails a substantial risk of significant losses.
Any investment should consider that profit rates can
fall below average in a short time, and there will be
no chance of exiting, except in cases of capital loss or
bankruptcy. Obviously, large businesses that are un-
likely to depend on a particular product or service
are becoming risky in present-day rapidly changing
market for many reasons. There are many stories
about market leaders who have been pushed out
of leading positions in a short time. For example,
Kodak did not develop a digital camera and went
bankrupt. Nokia has been supplanted by smartphone
manufacturers, and the same is happening with petrol
cars and many other outdated technologies. Even minor
changesin consumer preferences can create or close
certain markets; for example, taxis that have built an
entire infrastructure over the years are forced to shut
down due to the more convenient option of calling
a taxi using the Uber app. The same happens with
supermarkets that have started selling online. They
have overcome such nuances as a good location and
well-known popular supermarkets because they de-
liver purchases right to the door. One must remem-
ber that the market is unpredictable, it is a living
organism that reacts to an almost infinite number
of factors.

Moreover, the humanity is facing the 4™ indus-
trial revolution, which hasa much broader vision of
industries where processes are controlled by various
innovative methods, including artificial intelligence.
Fully automated industry scaling is not the future.
Nowadays, there are many businesses where people
simply test systems and improve them, rather than
working with production and the product itself. In
other words, people are increasingly working with
technology and system development. Consequently,
those currently enrolled in schools are unlikely to ever
work in manual operation, as they are already un-
competitive. The overwhelming majority of industrial
production in all sectors is already on track to be
reorganised into a new industry standard. Robotics
and artificial intelligence perform many functions
where there are not enough people. This dramatically
changes the structure of industries and the economy.
This approach allows increasing production capacity
incredibly quickly in almost any industrial sector, if
necessary. The only real limitation is usually market
demand, which is mainly related to consumer pref-
erences, promotion, and price levels. Developing
a product that meets consumer quality and price
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expectations can lead to increased demand in the
short term. However, it usually takes years to develop
a well-known brand. Consequently, Ukraine can ac-
celerate the reform of the old industrial infrastructure
through cross-border investments in production on
Ukrainian territory, which will initially be produced
for non-Ukrainian brands. This approach has rap-
idly developed the economy of the Far East and can
be successfully applied in Ukraine as well. It is cur-
rently a good time for this approach, production
prices in China are rising due to rising living stan-
dards and domestic consumption. Cross-border in-
vestments would create sustainable employment and
an understanding of innovative approaches for the
further development of the industrial sector. How-
ever, such investments will not transpire without
qualified and active specialists who are ready to in-
troduce new technologies. The educational level is key
in the era of modern technology.

The Ukrainian educational system still cannot
train modern professional specialists, and this is the
most critical issue, where many other problems are
rooted. Although Ukraine has one of the best rates
of higher education in the world, the current higher
education system in Ukraine is mostly a legacy of
the Soviet era. According to the newsletter of the
Ministry of Education and Science (August 2015),
70% of 18-year-olds in Ukraine have entered higher
education institutions. That is 1.7 million students
in a country with a population of 45 million. Cen-
tralised, stagnant, and isolated Soviet education was
built on hopeless backwardness. After the collapse
of the Soviet Union, bureaucratic structures and low
teacher salaries further reinforced the post-Soviet
understanding (which still dominates Ukraine) that
education is not a professional development, but a
formal procedure for obtaining a diploma.

Another myth is that one can get a job not
because of technical skills or professional knowl-
edge, but only because of connections and personal
relationships. Therefore, there is no data on the em-
ployment of graduates. Universities are not interested
in such information. Links between universities and
business are emerging in Ukraine today, with almost
no history of their creation. Most employers have
little ability to influence universities, and there have
been almost no initiatives to link university educa-
tion to jobs [13]. Students have no support or help
in finding a job. For many, parental connections or
the black market are the reality of job search [13].
This situation demonstrates how universities pre-
programme a new generation for membership in a

corrupt society. Universities in Ukraine continue to
suffer from international isolation, deep corruption,
and incredibly inefficient use of funds. Ukraine needs
modern European and non-marginal post-Soviet
universities.

After the Revolution of Dignity, revolutionary
reformsalsobegan in the field of education. A massive
reduction in teaching positions has dramatically re-
duced the number of higher education institutions
(from over 800, with a target of 100). Introduction
of new legislation to combat educational issues in
Ukraine by abandoning the control system of the
central ministry and replacing it with financial, ac-
ademic, and administrative autonomy for univer-
sities [14], which contributed to the development
of a new type of higher education institutions. The
main purpose is to transform the concept of higher
education focused on the diploma into centres of
innovation and independent thought. Instead of
creating clerks and workers who are submissive to
the old bureaucratic systems, universities should train
inspired, creative, and open people who can quickly
adapt to changes in the world. They should be self-
sufficient, capable of creating new jobs and earning
a living unassisted, instead of depending on the sys-
tem and expecting it to take care of them.

Universities need to be transformed into pow-
erful centres where the creators of the future country
study. Students should become active and responsi-
ble citizens who can take care of their country. They
must create and promote initiatives that address peo-
ple's needs; these initiatives must be able to compete
with the corporate and political interests of lobby-
ists. This would make universities real centres of
thought, a concentration of the country's potential,
places where a new generation learns to create the
well-being of the society in which they live. At present,
this potential in Ukraine is still being mobilised on
behalf of oligopolies, which, instead of generating
the wealth of society, shamelessly rob it. The present-
day asymmetry of information, the incredible con-
trasts of poverty and wealth, the inability to solve
the problems of society and other negative issues of
Ukraine are mainly rooted in the lack of qualifica-
tions and education of society. The most successful
EU countries, such as Denmark, Sweden, Germany,
etc., are educating new generations with a strong
emphasis on creativity and entrepreneurial spirit.
How do they do it?

Students have the best opportunity to start
developing in various fields while studying at uni-
versities. They can learn technology by practising and
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taking part in development. Universities in Ukraine
create workshops and development centres where
active students begin to develop their start-ups and,
most importantly, they enter the world market. Uni-
versities create a place for start-ups where students
enter into their first contracts, even while studying.
As self-driving citizens who do not use, but create
jobs; they begin to build not only their future, but
also the wealth and prosperity of the country. Uni-
versities are centres of a creative atmosphere that
motivates and encourages the next generation to be
able to build the country of tomorrow. In 2018, almost
20,000 European start-ups are expected in various
workshops. They will try to destroy industries in
the harsh reality of an already extremely saturated
market. However, what are these workshops for?

Experts have noticed that experienced indus-
tries have very well-organised processes for devel-
oping new technologies, services, or products from
concept to multiple tests and prototyping to final
implementation. The same approach is profession-
ally supported and maintained in start-up workshops.
Furthermore, there is no need to invest in resources
and assets for each start-up separately, since the success
rate of a start-up is usually under 10%. Investing in
a workshop can cover many start-ups. Some work-
shops in Europe host thousands of start-ups every
year. These investments have very high returns be-
cause they are not only small, but also because many
ideas and tests can be tested on one platform: in other
words, these investments are reversible. However,
investing in one corporate business, in case of an
incorrect strategy, is irreversible and will bring losses.
Workshops are usually equipped with new digital tech-
nologies, prototyping mechanisms, frameworks, and
studios that make creating, prototyping, testing, and
promoting new products incredibly fast.

There is no need for unnecessary bureaucratic
schemes and considerable investments in each start-
up individually, since many start-ups can use the same
workshop for everyone. In post-Soviet countries, there
is a massive gap between those who are proactive,
active, and capable of taking risks, and those who do
not do it. However, start-up success stories dramatical-
ly change the mentality of society, as public attention
is focused on positive and fruitful ideas that shape
the future of the country. It appears that the Ukrai-
nians have already realised this. The workshop culture
started in Ukraine and has already reached a high
level thanks to start-up centres in Kyiv, Lviv, and
Kharkiv. They are promising. These workshops are
already receiving certain funds. The lack of funds

for start-ups and the deliberate creation of new
modern jobs in Ukraine can lead to a wave of em-
igration to other European countries to find more
paid jobs. Access to global markets and jobs outside
the country is an important option for low-income
people who cannot find work locally, especially for
those who cannot support themselves or their fam-
ilies. In any case, emigration will considerably increase,
but without creating a start-up culture and supporting
new entrepreneurs in Ukraine, this can be devastat-
ing. What can one expect from the start-up trend,
and how will it change the situation in Ukraine, when
wealth is still disproportionately concentrated in
oligopolies?

A new strategy for a powerful engine of the Ukrainian
economy

Wealth in Ukraine is still concentrated in the hands
of several owners of oligopolies. But no company
can operate without healthy and skilled workers.
Therefore, the same oligopolies inevitably depend
on human resources. It is worth mentioning that
workers are the same citizens who have decided not
to suffer from poverty and crime anymore, those
who have enough character to make choices and fight
for their dignity. Employees may demand attention
to their requests. They can stop the business if the
owner is too busy to meet with them and take the
workers' requests seriously. They have already learned
how to create communities and are learning how
to create jobs. Furthermore, they are opening more
and more opportunities to emigrate to other Euro-
pean countries to find better-paying jobs. In fact, they
do all this, but the scale is still small compared to
what would have happened if the oligarchs had not
factored in the change in the situation. Employees
are beginning to address the issue of a safe living and
working environment. They already have all the op-
tions to remove the roadblocks hindering the potential
of society and the growth of the country's wealth.
Interaction with the culture of trade unions and
communities that seek to solve their problems with
the support of the government and the involvement
of corporations is the most effective accelerator of
the country's wealth growth.

The creation of effective communities can con-
tribute to the constantly updated improvement and
development of problem-solving programmes. This
can lead to significant stabilisation of the environ-
ment in terms of security, prevention of corruption,
reduction of crime rates — even if the wealth of so-
ciety grows slowly. Instead of concentrating wealth
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disproportionately, it will be evenly distributed among
communities, among those who actively solve their
everyday problems. In other words, to stabilise the
situation and establish security in the country, there
is an inevitable need for active and responsible peo-
ple who support each other through relations and
activities in the community. But where is one sup-
posed to begin, what can one do to overcome this
difficult period with minimal losses?

The Ukrainian economy is largely dependent
on Soviet heritage factories, built as vertical organ-
isations that are inefficient, not competitive on the
world market, risky, and costly to maintain and trans-
form. Internal structures are completely corrupt and
entangled in personal relationships that are almost
impossible to transform without changing the staff
entirely. It is often more optimal to build a new tech-
nological structure with new codes and rules from
scratch, instead of taking the old infrastructure with
old codes and regulations and transforming it. It is
also important to note that instead of preserving
isolated corporate monoliths, a more optimal way
is to create open modules that would contribute to a
safer and more sustainable production environment
in Ukraine. This approach is similar to creating “Lego”
parts that provide almost unlimited opportunities
for growth, large industrial formations, instead of a
few centralised isolated oligopolies, which may look
simpler in the short term, but can quickly become
obsolete and cause many difficulties in reform in case
of a change in market preferences.

Vertical integration itself has lagged behind,
as many modern corporations (Apple, Adidas, Nike,
etc.) do not have production lines. They are engaged
in development and marketing, not in production it-
self. It is too risky to depend on a set of production
constraints because technologies rapidly change.
Changing a supplier is easier than giving up produc-
tion when the technology becomes obsolete. Even
in very conservative markets, such as the automo-
tive industry, where safety and quality are of partic-
ular importance, today every car has elements from
thousands of suppliers (Audi has over 1,200, Tesla
has over 2,000 different suppliers in each model).
Instead of focusing on one state-of-the-art production,
corporations have become well-organised modular
vendor structures, investing in innovative teams of
brand developers and marketers.

There are also strong trends in the use of
modular structures within industrial enterprises.

Departments are transformed into self-managed
modules that can be easily transformed or sold if
necessary. Small teams of entrepreneurs are flexible
and have high investment irreversibility, as investments
can be reused in a changing situation. Even in case of
a failure, small teams can quickly adapt and restart
to meet new market challenges with new approaches
using relatively small resources. The probability of
success in this case is higher. Therefore, creating
smaller and more flexible parts of large self-managed
businesses can lead to much more optimal invest-
ments in the long run. This trend can be traced in
all sectors, among which the most noticeable are
software corporations (Google, Wix, etc.), where
changes require complex and fast forecasts and are
very predictive of the rest of the market. Hardly any
people in horizontal organisations make up the hier-
archy. Instead, they follow the family-owned com-
pany model. Fast-growing organisations follow a
so-called flat structure, combined into their own
companies and guilds. The trend of horizontal or-
ganisations comprising relatively small self-man-
aged modules is a growing organisational trend of
the world's largest companies. This contributes to open-
ness, innovation, allows “staying tuned” and enables
rapid growth. Everyone has their personal area of
responsibility and can make quick decisions. Fur-
thermore, it leaves room for equal human relation-
ships, since everyone is factually on the same level.
One of the key aspects of this approach is that it
corresponds to the aforementioned trend of dignity
and focus on human self-esteem. Even new products
in corporations often start out as new start-ups that
eventually gain worldwide recognition.

Small and medium-sized start-ups could grow
even faster than universities if they had access to pro-
fessional resources of technical potential and could
get know-how from experienced enterprises. If inef-
ficient Ukrainian enterprises, especially those that
are owned by the state and are an insurmountable
burden for the country or factories that lose profits
and survive from subsidiaries, would support the cre-
ation of workshops, then start-up formations would
begin to appear next to them. These large businesses
would benefit from small, dynamic, self-managed
start-ups that do not cost the enterprise anything,
but can develop innovative technological solutions,
render quality services, or create marketable prod-
ucts. Smaller start-ups can be quickly restructured,
sold, or closed if they are no longer required, without
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affecting the underlying enterprise. Each start-up
team can decide how many employees it needs, how to
organise itself to be profitable, where to get sources,
and what product or service to focus on. Thanks to
large enterprises, there would be no need to invest
in the assets of start-ups that are part of the indus-
trial sector. Workshops and shared resources would
enable various start-ups to get rental-based oppor-
tunities, equipment, and services. In addition, the
growth of a certain number of such start-ups would
ensure the profitability of such workshops and further
expansion of shared resource systems. At present,
many large factories in Ukraine are on the verge of
bankruptcy. In 2017 alone, the implementation of
the government's economic policy led to a decrease in
the number of economically active enterprises by 4%.

Without changing its economic policy, Ukraine
is on the verge of becoming a cemetery of dead facto-
ries with gigantic losses of industrial capacity. In
difficult situations, any business will try to sell or close
unprofitable departments or divisions and start trans-
ferring these services or products to other suppliers
if necessary. However, in case of inefficient allocation
of resources, the Ukrainian government subsidises
or refinances these enterprises to save jobs in the re-
gion and guarantee economic stability. Many large
enterprises in Ukraine survive thanks to subsidies
and support mechanisms initiated by the country's
government. At the same time, this is a good opportu-
nity for the government. These non-profit divisions,
such as laboratories, logistics, or marketing depart-
ments, could be evaluated in terms of working not
only for one corporation, but also for the global
marKket, if they could be transformed into indepen-
dent and profitable enterprises with professional
consultants from universities. Maximum value can be
created if such a programme is combined and inte-
grated with academic potential through tendering
process for higher education institutions. The uni-
versity that prepares the best scenario and strategy
for a block, technology, or product wins the tender.
Each subsequent graduate would become better than
the previous ones and better prepare plans for the
preservation and growth of the country's economy.
If universities could get the necessary funds for start-
ups in such a fashion, these funds would be much
smaller and much more efficient than those usually
invested in large enterprises and dissolved through
corruption schemes with very little, if any, lasting
positive effect.

The development or support of large enterprises,
their divisions, their products, or services would
be reliable and safe, provided that they develop as
self-managed, profitable modular units that can sur-
vive independently of a large enterprise. Before bank-
ruptcy, inefficient, large businesses could be trans-
formed into smaller, easily managed divisions. Such
divisions could act as a separate and independent
profitable business, providing each other with the
necessary services and materials, naturally fighting
for profitability, the best prices, and quality. They
could actively seek new opportunities and new global
markets for their products or services. This could
substantially protect the country from bankruptcy
of oligopolies in a highly competitive environment.
There is no single rule for different situations, be-
cause each enterprise is different, but it is clear that
each division must become modular and profitable.
Such a strategy can save valuable resources of large
enterprises from losses, which are currently being
processed as monoliths, and can create an ecosystem
of strong clusters. Instead of stagnating in isolated
monolithic industries, this approach will change the
development of clusters with a concentration of inter-
connected businesses, suppliers, and related institu-
tions in a particular industry. Parallel development
of independent private structures could compete and
complement each other. Thus, even in strategic sectors,
such as the construction of new roads or security
services, there is no need for dominance or strict state
control.

Government support and regulations should
only be needed to adjust taxation or other regulations
to track excessive deviations from the socially op-
timal balance, deviations that disrupt democratic
and liberal relations. Despite the fact that there can
be no single rule for all situations, such norms must
always correspond to the highest social benefit. There-
fore, the market is not a source of good or evil, but
a powerful economic engine that needs to be given
enough space to do its job, as well as properly pro-
tected [10], since any business needs a community;,
and any community needs a business. No business
can operate without workers, and no community can
survive today without salaries that are somehow gen-
erated by the business. Businesses generate taxes
and wealth creation opportunities for the country's
citizens. Communities provide public assets and a
supportive environment [15].

If these connections are not valued, both sides
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suffer. People go in search of a better place with better
opportunities, to another city, or emigrate to another
country. A region without people is losing its former
potential. This happened on a large scale in Poland
and Lithuania. Recovery of lost human resources is
incredibly slow. The same rules apply for a business,
without the necessary resources, it downsizes or goes
bankrupt, creating cascades of losses for owners,
partners, employees, and the entire country. Re-
storing a business infrastructure takes a long time.
Ukraine has already witnessed neoliberal economic
programmes that had been directed top-down and
contributed to the growth of corrupt systems at the
expense of society. Such strategies are synonymous
with the destruction of both the economy and society.
Therefore, it is necessary to consider a different
method not from the top of the political sphere and
oligopolies, but from the grassroots level of society,
the development of sustainable communities and a
positive social environment. This direction creates not
personal, but shared value.

A growing number of companies, such as GE,
Google, IBM, Intel, Johnson & Johnson, Nestlé,
Unilever and Walmart, Tesla, etc., have already made
significant efforts to create shared value by restoring
the intersection of society and overall company per-
formance [15]. The concept of shared value is dedi-
cated to establishing healthy relationships between
business and society. The shared value strategy is
inseparable from its social impact and understand-
ing that the main business opportunities lie in the
integration of business and society. This means that
corporate benefits should be evaluated not just
as the pursuit of profit in itself, but also from the
perspective of society. Economic growth can be
achieved through an egalitarian shared value strat-
egy, where investment follows the lines of shared
value and generates profit for society. This happens
naturally when social factors are considered togeth-
er with the economic and competitive results of the
enterprise.

A thriving society can be created by realising
that there are social issues that matter. The company
should not look evil or harmful to the world where
people live. The economic success of the enterprise
and the future of the company can be achieved by
creating a product that makes the enterprise inno-
vative along with the shared value horizon. In other
words, the boundaries between society and business

must be erased. The success of a company and com-
munity can be mutually reinforcing. Usually, the
more closely a social problem is related to a company's
business, the higher the ability to use the company's
resources, opportunities, and benefits for society [16].
This is why joint value practices and responsible in-
vestments become difficult to distinguish from the
day-to-day activities in successful modern companies.
Modern companies create shared value because
technological improvements naturally displace old
inefficient approaches and bring environmentally
friendly and community-friendly solutions.

It should not be mistaken that conversations
about the economy, markets, and goods become
important only when they involve a heavy industry.
Not so long ago, the largest retailer in the world
sold used books (Amazon). Another group of well-
known entrepreneurs started by searching for text
content on web pages (Google). The world's largest
taxi service provider costs more than half of Ukraine's
GDP and started less than a decade ago when two
guys could not call a taxi late at night in winter (Uber).
Furthermore, this does not refer to corrupt relations
with governments or private ties with resources.
Their rise to the world's most prominent entrepre-
neurs began without any protectionism or fraud
schemes. Almost anyone can do this. There is an in-
credibly large market for almost every little thing in
the world. A unique, thriving society can be created
by encouraging people to create and sell their origi-
nal products instead of selling themselves. To new
generations, selling oneself is becoming synonymous
with losing one's dignity. The sale of goods, not only
in a narrow consumer meaning, but also in that of
created objects of art, science, etc., stimulates the
growth of an educated, creative and active, self-gov-
erning wealthy society. Therefore, motivation and
education of a self-guided society generate the highest
social value. There are ample opportunities to become
self-managed for almost any profession: scientists
write books and receive royalties; doctors have their
private offices that people prefer over the state health-
care system. The same applies even to teachers who
give private lectures or sell online teaching courses,
linguists who create grammar checking systems.
Some, for example, open their own music and ballet
schools. No boundaries between people cannot ex-
clude their opportunity to express themselves and
earn a living. All areas blocked for the population

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 50-65 62




Svigaris

by oligopolies, and even those that were monopo-
lised by the state, should become accessible, except,
admittedly, for certain public security organisations.
Ukraine can be recreated by new generations,
who come with waves of new graduates every year.
Thousands of students graduate, but only a few of
them are ready for changes in their country. How-
ever, the potential of education is not being exploited.
It is worth unlocking. Students should be taught to
use their abilities for the benefit of themselves and
the country, instead of leaving them trapped in bu-
reaucratic and corrupt systems. Investing in research
and innovation through universities will encourage
a new spirit of education development. Such an at-
mosphere will develop a new economy and policy of
the country based on science. This, for its part, would
strengthen education's reputation as the country's
new centres of power. Together with creating semi-
nars and engaging students in start-ups and forums
from the very beginning of their studies, this would
create the foundations for the middle class and raise
the standard of living. In this way, people grow not
only in terms of qualifications, but also personally,
becoming self-controlled, responsible for what they
do and for the environment they live in.
Entrepreneurship is an excellent tool for cre-
ating employment and wealth. There is a way to
use it by meeting human needs and rejecting the
narrow concept of capitalism that has prevented
businesses from using their potential to solve the
broader problems of society. However, the business
environment in Ukraine, which is still focused on
inefficient schemes, must be transformed and pre-
pared for investment. The current concentration of
a country's resources in the hands of a few people
is very inefficient and risky. Ownership should be
distributed among new types of managers, those
who are open, active, responsible, purposeful, and
have the qualifications necessary. In Ukraine, there
is a growing understanding that this can be done
through education. Notably, encouraging a new gen-
eration of people is crucial because people feel capa-
ble and empowered when their opinions, initiatives,
and decisions matter. Such people can eliminate any
obstacles. They can change the country's environ-
ment. In other words, those who are now dominant
and dependent on corruption can be replaced by
educated people with a different mentality.

Conclusions

The ideas, approaches, and solutions discussed should
not be taken as the only possible or refined concept,
but rather as considerations for further discussions.
This review is an attempt to explain the ideas that
guide the education of a self-governing society. While
there are positive examples to learn from, there are
no predefined patterns, because every society is a
living and natural organism that needs to be re-
spected and maintained. There are still many ob-
stacles in Ukraine. However, it is also hoped that
educational reforms and anti-corruption activities
are not official bureaucratic ceremonies. These ini-
tiatives are based on the understanding of many
Ukrainians that the future of their country is linked
to a sustainable and decent society. Thus, the pur-
pose of the new government is not only to rearrange
the seats of the nomenclature, but also to support
independent, self-governing active citizens. Conse-
quently, the focus should be shifted from bureau-
cratic systems, politics, and oligarchs to the country's
residents and their needs. People should take care
of people.

In conclusion, while the situation remains very
problematic, the reforms are so extensive and un-
precedented that the country's growth in the coming
years will not be unexpected. This will be a natural
result of innovative and advanced processes in the
country's society, economy, and politics. It would
seem that Ukrainians understand what they are do-
ing, and that it was not by chance that they chose
the liberal-democratic vector. Political actions have
demonstrated that the inhabitants of this country
are mature enough and have what it takes to change
not only the course of historical geopolitical events,
but also their corrupt neoliberal model to a socially
oriented liberal democracy. This is just the beginning,
butitalready demonstrates that Ukrainians can raise
acreative,active, and self-governing generation through
education. It is worth mentioning that undeveloped
countries can develop rapidly due to the critical need
to replace old corrupt inefficient schemes. Ukraine can
transform and rise much faster than one might ex-
pect, and it has good foundations for taking part
in international cooperation projects on both small
and large scales. Ukraine has all the necessary con-
ditions and support for fundamental and positive
transformations. This can be implemented through
the growth of a self-guided society and in its favour.
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IHTerpanbHa oLiHKa KOHKYPEHTOCMPOMOXXHOCTI
couiasibHO-eKOHOMIYHOI aKTUBHOCTI 3axiAHOro perioHasIbHOro pUHKY
TYPUCTUYHUX nocnyr YKpaiHu
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BosimHCbKUI HalioHasnbHUA yHiBepcUTeT iMeHi Jleci YKpaiHKu
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AHoTalifl. AKTYa/IbHICTD JOCTIPKEHHSI TIOJISATAE B TOMY, 11J0 TYPU3M € IPOBIIHOK0 cheporo Ais/IbHOCTI B 6araTbox KpaiHax
CBIiTY, OCKIZIBKM JIOTO PO3BUTOK [la€ MOXK/IMBICTD 3a[isATU B TOCIOAAPCHKIIT OOIr HaliHHIiIII IpUPORHi pecypcy,
CTBOPUTY HOBI Po0OOUi MiCIIsI, aKTUBI3yBaTy iHBECTULIIHY FisTBHICTb, OJIIIINTI €KOMOTYHY Ta COLia/TbHO-eKOHOMIYHY
curyariio. [Tonpu akTyaisaniio okpecieHol Ipo61eMy BapTo BifMITUTI MaTOJOC/I/KEHHICTb PUHKY TYPUCTUYHUX
HOC/TYT Ha 3aXiJIHOMY perioHa/IbHOMY PMHKY B HAayKOBill /liTepaTypi, a 30KpeMa IpoLecH ColiaIbHO-eKOHOMiYHOI
aKTMBHOCTI Ta MeXaHi3MU IX perymoBaHHA. Y Liit po6oTi 6y BUKOPMCTAaHI HACTYIHI METOAY JOCTiIKEHH:
CTAQTMCTUYHMIT, MaTeMaTUYHWIT, METOJ aHa/li3y Ta Kaprorpadidnmii. Takoxx 6ynu BUKOPUCTaHI CTAaTUCTUYHI HaHi
Jep>xaBHOI crmy>x6u cTaTucTuky Ykpainu, MinictepcTsa ¢inancis Ykpainn, MiHicTepcTBa €KOHOMIYHOTO POSBUTKY
Ykpainu, MinictepcrBa iHdpacTpykTypn Ykpainu, MinicTepcTBa couianbHoI momiTuky, MiHicTepcTBa po3BUTKY
rpoMaz Ta TepuTopiit Ykpainu Ta in. Y gaHiit po60Ti 06IpyHTOBAaHO piBeHb KOHKYPEHTOCIPOMOYKHOCTI COLlia/TbHO-
€KOHOMIYHOI aKTMBHOCTI 3aXiJHOTO perioHaJIbHOTO PMHKY TYPUCTUYHUX IIOC/IYT, IIPOaHaTi30BaHO PpAJ, HaYKOBUX
mpailb 3apyODKHMX Ta yKPaiHCbKUX HayKoBLiB. OCHOBHVIMU pe3y/ibTaTaMy JOCIIXKeHHs € BUSHA4YeHHs iHTerpaIbHOl
OLI{HKY KOHKYPEHTOCIPOMOXXHOCTI 3aXifHOr0 perioHajbHOrO PUHKY TYPUCTMYHUX HOCIYL. [nd nporo 6ymo
BUKOPUCTAHO 3aTa/IbHOYKPaiHChKi MOKa3HMKIU OLIHKM COLliaTbHO-eKOHOMIYHOTO PO3BUTKY perioHiB. AHasi3 BUABMB,
10 focnimpKyBaHi 06’exTy (BomHcpka, PiBHeHCbKa, TepHominbcbka Ta JIbBiBCbKa 06macti) mporsarom 2015-2018 pokis
IIOKPAIUIM/IN CBill piBeHb iHTerpasbHOI KOHKYPEHTOCIPOMOXKHOCTI Ha PUHKY TYPUCTUYHUX IIOC/IYI, OfHAK BiH
3a/IMILIAETHCA KPUTUYHO HMU3bKUM, X04a J1 IOCTYIIOBO 3pocTae. IlepcriekTBamMy OJA/IbIINX SOCTIIKEHb € BUBYEHHA
IPOLIECIB COLlia/TbHO-€KOHOMIYHOI aKTMBHOCTI Ta BUSHAYEHHSA iIHTETPaIbHOI OLiIHKM KOHKYPEHTOCIIPOMOXXHOCTI Ha
PUHKY TYPUCTUYHMX IIOCIYT y iHIIMX Perionax YKpainm

Knto4oBi cnoBa: KOHKYpeHTOCIIPOMOXKHICTb, COIliaTbHO-eKOHOMiUHa aKTUBHICTD, 3aXifHNI1 perioHanbHUl pUHOK,
PMHOK TYPUCTUYHUX IIOC/IYT
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Abstract. The relevance of the study lies in the fact that tourism is the leading area of activity in many countries of the
world, since its development allows using the most valuable natural resources in economic circulation, create new jobs,
activate investment operations, improve the environmental and socio-economic situation. Despite the actualisation
of the problem under study, the Western regional market of tourist services is understudied, namely regarding the
socio-economic activity and mechanisms for its regulation. This study employed the following research methods:
analysis, statistical, mathematical, and cartographic methods. The paper also incorporates statistical data from the
State Statistics Service of Ukraine, the Ministry of Finance of Ukraine, the Ministry of Economic Development of
Ukraine, the Ministry of Infrastructure of Ukraine, the Ministry of Social Policy, the Ministry of Development of
Communities and Territories of Ukraine, etc. This study substantiates the level of socio-economic competitiveness
of the Western regional market of tourist services, analyses numerous studies of foreign and Ukrainian researchers.
The main results of the study lie in the determination of an integral assessment of the competitiveness of the Western
regional market of tourist services. For this purpose, the author of this study used the all-Ukrainian indicators for
assessing the socio-economic development of regions. The analysis indicated that during 2015-2018, the objects
under study (Volynska, Rivnenska, Ternopilska, and Lvivska oblasts) improved their level of integral competitiveness
in the tourist services market. It remains critically low, although it is gradually growing. The prospects for further
research include the investigation of the processes of socio-economic activity and determination of an integral
assessment of competitiveness in the tourist services market in other regions of Ukraine

Keywords: competitiveness, socio-economic activity, Western regional market, tourist services market

Introduction

In Ukraine, tourism has not taken a dominant place
in the structure of the economy and the service sector.
Therefore, there is a need for scientific justification
of the processes taking place in this area, considering
both the market and the socio-economic realities that
have developed [1]. This requires improving the organ-
isational and economic mechanisms for the develop-
ment of regional markets for tourist services, among
which an important place belongs to the regulation of
socio-economic activity. In this regard, the subject of
this study is relevant in theoretical and methodological,
as well as practical aspects. An essential part of the
functioning of the socio-economic development of the

Suggested Citation:

regions of Ukraine is the stable and uninterrupted
functioning of regional tourist markets. The consider-
able number of issues faced by regional tourism mar-
kets include ensuring their competitiveness, creating
a comfortable institutional environment and regulating
socio-economic activity. Therefore, the subject matter
evidently necessitates the investigation of the processes
of monitoring and stimulating socio-economic criteria
of regulatory processes in these markets, both at the
regional and national levels.

The service sector plays a considerable part in
the national economy of the world's countries. This is
reflected in the interrelation of the economic growth

Zaichuk, K.A. (2020). Socio-economic competitiveness of the Western regional market of tourist services of Ukraine:
Integral assessment. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 66-74.
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of countries and the increasing importance of services
in the economy structure. With the growth of the welfare
of society, the service market is developing, employ-
ment of the population is increasing (as is well-known,
in highly developed countries, most of the population
is employed in the service sector), and the technical
equipment of labour is improving through the introduc-
tion of modern technology. One of the most popular
and promising areas of the service sector is tourism
and tourist services. This area is described by a high de-
mand for tourist services and dynamic development.
This industry includes services rendered by travel com-
panies, hotels, restaurants, motels, tour desks, catering
establishments, etc.

The problems of tourism development and its
competitiveness at the national, regional, and local
levels are discussed in the studies of many foreign and
Ukrainian researchers, including R.V. Voloshchuk [2; 3],
O.V. Muzychenko-Kozlovska [1], etc. In the studies of
foreign researchers, the state and development of tour-
ism are assessed mainly within the context of competi-
tiveness, while Ukrainian researchers pay more attention
to the potential and attractiveness of this industry [4-7].

The main purpose of this study is the assessment
of socio-economic competitiveness of the Western re-
gional market of tourist services. To achieve this purpose,
the following tasks were set: to analyse the studies of
foreign and Ukrainian researchers engaged in the de-
velopment of tourism and its competitiveness at the na-
tional, regional, and local levels; to identify the meth-
odology for investigating the socio-economic activity
in the Western regional market of tourist services; to
study the integral indicator of the competitiveness of
tourist services markets during 2015-2018.

Materials and Methods

Competition is the crucial link in the entire system of
market economy, which expresses the essence of market
relations. This study was carried out using R.V. Volosh-
chuk's approach [2], since it involves the use of normalised
(unified) indicators that describe complex economic
systems, as well as used in assessing economic stability
and security. According to O.V. Muzychenko-Kozlo-
vskaya [1], the values of primary indicators are calcu-
lated by various methods of collecting statistical data,
but for analysis and general evaluation of a complex
system as a single whole, one aggregated indicator is
essential — an integral index that is not measured di-
rectly, but integrates primary indicators in a certain

way and is calculated based on their statistical values.
To date, there are also numerous approaches and tech-
niques that allow analysing both the competitiveness
of an individual business entity and the market where
it is represented in general.

As for the tourist services market (TSM), compet-
itiveness should be evaluated comprehensively, accord-
ing to the methodology developed by R.V. Voloshchuk,
proceeding from two groups of indicators:

— TSM indicators;
— region development indicators in general.

TSM indicators include statistical data by region,
provided in the annual reference books “Tourism Ac-
tivities in Ukraine”. However, to offset the impact of
market size, the study used relative indicators, adjusting
statistical data relative to the All-Ukrainian indicator.

The initial data for analysing the competitive-
ness of tourist services markets in Volynska, Lvivska,
Rivnenska, and Ternopilska Oblasts were obtained as
a result of statistical processing of information from
the State Statistics Service of Ukraine, the Ministry of
Finance of Ukraine, the Ministry of Economic Devel-
opment of Ukraine, the Ministry of Infrastructure of
Ukraine, the Ministry of Social Policy, the Ministry
of Development of Communities and Territories of
Ukraine, etc. [8-12].

Calculations, namely the establishment of correla-
tion between various parameters, analysis of various
statistical initial data, intermediate and final results,
as well as graphical representation of these results are
performed in MS Excel.

Results and Discussion

To investigate the TSM of the Volynska Oblast and its
features (structure, functions, types, etc.), an in-depth
study necessitates the analysis of the rating of socio-
economic indicators of the Western regional market of
tourist services (WRMTY). In this study, the WRMTS
will cover 4 oblasts: Volynska, Ternopilska, Lvivska, and
Rivnenska (Fig. 1). Such correspondence of oblasts was
chosen by the author because the specified adminis-
trative units are similar in their physicogeographical
location, transborder, and economic situation. Such
combination of oblasts tangential to the Volynska Oblast
is the most understandable and coincidental. This study
will allow rating the oblasts in terms of the TSM de-
velopment and determining the most optimal oblast
for the development of tourism in general.

Scientific Bulletin of Mukachevo State University. Series "Economics", 7(2), 66-74 68




Zaichuk

Volynska

Belarus

£
land £z
Polan | =
Oblast ' Rivnenska g 3
Oblast E‘
N
Khmelnytska
. Oblast
Ternopilska -
Ivano-Frankivska Oblast 2
<
Oblast B =
Number of persons served by tour operators E o
and travel agents 100,000 Chernivetska Oblast
50,000 Number of c<?llectivle4 ,
accommodation facilities,
units Political and administrative
10,000 -Over 100 boundaries

[ Incoming tourists
0 Outbound tourists
I Domestic tourists

21-100
10-20

e CoOUNtries

Oblasts

Figure 1. Territorial map of the Western regional market of tourist services of Ukraine

Source: compiled by the author

It is based on 13 main groups of indicators of
socio-economic activity of the population, namely in-
dicators of the tourist market, economic and social
cohesion, economic efficiency, investment and inno-
vation development and foreign economic coopera-
tion, financial self-sufficiency, development of small
and medium-sized businesses, labour market efficiency,

infrastructure development, renewable energy and en-
ergy efficiency, availability and quality of services in
the field of education, availability, and quality of ser-
vices in healthcare, social protection, and safety of the
population, as well as indicators of rational use of natural
resources and environmental quality (Table 1).

Table 1. Normalised indicators for determining the socio-economic activity of the population
in the Western regional market of tourist services of Ukraine

No. Indicator
TSM indicators

Share of the number of tourist activity subjects (legal entities)

Share of the number of tourist activity subjects (individuals)

Share of income from the provision of tourist services (legal entities)

Share of income from the provision of tourist services (individuals)

Share of the number of tourist vouchers sold by tour operators (legal entities)

Share of the number of tourist vouchers sold to the population (legal entities)

Share of the number of tourist vouchers sold to the population by travel agents (individuals)

Share of the cost of tourist vouchers sold by tour operators (legal entities)

Share of the cost of tourist vouchers sold to the population by travel agents (legal entities)

Share of the cost of tourist vouchers sold to the population by travel agents (individuals)

Do 0o N g~ w[ N2

Share of the number of tourists served by travel agents (individuals)
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Table 1, Continued

No. Indicator

12 Share of the number of tourists served by tour operators (legal entities)

13 Share of the number of tourists served by travel agents (legal entities)

14 Share of the number of bednights on tourist vouchers sold by tour operators in Ukraine (legal entities)

15 Shqrg of the number of bednights on tourist vouchers sold to the population by travel agents (legal
entities)

16 Share of the number of bednights on tourist vouchers sold by travel agents (individuals)

Indicators of economic and social cohesion

17 Gross regional product per capita, UAH
18 Disposable income of the population per capita, UAH
19 Total retirement rate of the rural population, per 10 thousand people of the existing rural population, %

Economic efficiency indicators

20 Industrial output index, percent compared to the previous year, %

21 Volume of industrial products sold per capita, UAH

22 Index of agricultural production, percent compared to the previous year, %
23 Volume of agricultural production per 100 ha of agricultural land, UAH

24 Index of construction output, percent compared to the previous year, %
25 Volume of completed construction works per capita, UAH

26 Consumer price index, %

Indicators of investment and innovation development and foreign economic cooperation

27 Capital investment index, percent compared to the previous year, %

28 Volume of capital investments (excluding investments from the state budget)
29 Growth (decline) rate of foreign direct investment (share capital)

30 Volume of foreign direct investment per capita, UAH

31 Share of innovative products sold, %

32 Volume of exports of goods per capita, USD USA

Indicators of financial self-sufficiency

33 Growth (decline) rate of local budget revenues (excluding transfers), %

34 Local budget revenues (excluding transfers) per capita, thous. UAH

35 Capital expenditures of local budgets (excluding transfers from the state budget), thous. UAH
36 Growth (decline) rate of tax debt on taxpayer obligations, %

Indicators of small and medium-sized business development

37 Number of medium-sized business entities per 10 thous. people, units

38 Number of small business entities, units

39 Share of the volume of products (goods, services) sold by medium-sized business entities (in the
total volume of products (goods, services) sold

40 Share of the volume of products (goods, services) sold by small business entities in the total volume

of products (goods, services) sold

Labour market performance indicators

41  Labour productivity, %

42 Unemployment rate of the population aged 15-70 (according to the ILO methodology), %
43 Index of real wages, interest compared to the corresponding period of the previous year, %
44 Amount of salary arrears, %
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Table 1, Continued

No. Indicator

Infrastructure development indicators

45 Density of all-purpose hard surface roads of state and local importance in the region, km per thous. km?

46 thous. tkm

Volume of freight turnover of road and rail transport, thous. tkm per 1,000 people of the population,

47 Total area of housing stock per capita, m?

Renewable energy indicators and energy efficiency

48 of the region, tonnes of oil equivalent

Volumes of fuel and energy resources consumed in the region during the reporting period per capita

49 Share of total capacity of boiler houses on alternative fuels in the region, %

Indicators of accessibility and quality of education services

50 .
educational process, %

Share of full-time general education institutions in rural areas that use computer technology in the

51 of the total number of students in need, %

Percentage of rural children provided with transportation to their place of study and home, percent

52 Proportion of children enrolled in extracurricular education, %

Indicators of accessibility and quality of healthcare services

53 Total mortality rate per 1 thousand people of the existing population, %

54  Average life expectancy at birth, years

55 Number of live-born children per 1 thousand people of the available population, %

56 Planned capacity of outpatient clinics per 10 thous. people, thous. visits per shift

Social protection and security indicators

57

Share of orphans and children deprived of parental care who are brought up in family forms of

education, in the total number of children in this category, %

The number of criminal offences committed against the life and health of a person per 10 thousand

people of the population, units

Indicators of rational use of natural resources and environmental quality

The volume of emissions of pollutants from stationary sources per 1 billion UAH of gross regional

product, thous. tonnes

60 of localities in the region, %

Share of localities where solid household waste sorting has been introduced, in the total number

Source: developed by the author based on [10-14]

For unambiguous intercomparison, each of the
indicators (xj) must be normalised (unified), i.e., reduced
to the interval 0<x <1. Therewith, x =1 corresponds to
the best (optimal) value of this indicator, and x =0 - its
worst (invalid) value, where x. is the normalised value.
This value will be called the indicator of the primary
exponent x..

After normalisation of the values of each of the
given system of primary indicators, the integral index
of this system is calculated as the sum of normalised
values with certain weighting factors (in this case, the
same ones) (1):

I=3¥'=1¥"=1kx; (1)

where k are the weighting coefficients that determine
the degree of contribution of the j* indicator to the
integral index of the i period, X, are the normalised
indicator values x,.

Specified integral indicator I equals “1” when
all X, obtain the “best” or optimal values, and “0” if all
indicators are the “worst”

Therewith, among all the values of statistical data
on the temporal change of a given indicator, one finds
the minimum X and the maximum X values, and
then performs normalisation using the equation (2):

X, = Xi = Xmin )
Xmax — Xmin
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where i=1, n, an is the amount of statistical data (sample
length), or the number of points in the time series.
The consolidated assessment of the calculation of
the integrated indicator of competitiveness is presented
in the summary Table 2.
Table 2 demonstrates that the integral indicator
of the Volynska Oblast in 2015 was 0.028, in 2016 - 0.032,

in 2017 - 0.037, in 2018 - 0.048. The integral assessment
of the Rivnenska Oblast in 2015 was 0.035, in 2016 -
0.040,in 2017 - 0.037,in 2018 — 0.048. As for the Lvivska
Oblast, the integral indicator in 2015 was 0.030,in 2016 -
0.035, in 2017 - 0.042, in 2018 — 0.053. In the Terno-
pilska Oblast, the integral indicator in 2015 was 0.025,
in 2016 - 0.030, in 2017 - 0.036, and in 2018 - 0.045.

Table 2.Dynamics of integrated assessment of the competitiveness
of tourist services markets during 2015-2018

Administrative region

Volynska Oblast Rivnenska Oblast Lvivska Oblast Ternopilska Oblast
2015 0.028 0.035 0.030 0.025
2016 0.032 0.040 0.035 0.030
2017 0.037 0.047 0.042 0.036
2018 0.048 0.054 0.053 0.045

Source: compiled by the author based on [15; 16]

The presented data indicate that the integral
indicator of competitive regions is slowly growing.
The competitiveness of each region is formed from
equal-weighted absolute and relative indicators. Con-
sidering that the value of the integral indicator of

competitiveness should reach 1, the calculations per-
formed indicate that the studied regions during 2015-
2018 improved their level of integral competitiveness
in the TSM. It remains critically low, although it is
gradually growing (Fig. 2).
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Figure 2. Integral indicator of regional competitiveness, by year

Source: developed by the author based on [2-3]

Figure 2 suggests that the level of the integral
indicator of regional competitiveness varies. The first
place among the oblasts is occupied by the Rivnenska
Oblast, the second - by the Lvivska Oblast, the third —
by the Volynska Oblast, and the fourth - by the Ter-
nopilska Oblast.

Conclusions

This study discovered various methods that can be used
to assess competitiveness. The use of such methods in

tourism allows obtaining up-to-date information about
the competitive position in the TSM; identifying strengths
and weaknesses; planning future activities; forming the
correct strategy for competitiveness, as well as quickly
responding to the reactions of the external environment.
Upon assessing the competitiveness of the Western re-
gional market of tourist services, it was established that:

1) firstly, the calculation results indicate that the
level of competitiveness of the tourist market in the
Rivnenska Oblast is slightly higher than in the Lvivska
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Oblast. This situation, according to the author of this 2) secondly, in general, each of the four regions
study, is conditioned upon the best situation in the sphere  has a rather low level of competitiveness of the tourist
of socio-economic development of the region. Neverthe- — market. However, it is gradually growing every year,
less, in terms of absolute indicators, the Lvivska Oblast  albeit at a very slow pace.

is out of competition among the regions after study.

References

(1]

(14]
(15]

(16]

Muzychenko-Kozlovska, O.V. (2007). Economic evaluation and regulation of tourist attractiveness of the territory
(Doctoral dissertation, Lviv Polytechnic National University, Lviv, Ukraine).

Voloshchuk, R.V. (2009). Approaches to standardization of economic indicators. Inductive Modeling of Complex
Systems, 1, 17-25.

Voloshchuk, R.V. (2013). Comparative analysis of approaches to determining the weights of integrated indices
of complex systems. Inductive Modeling of Complex Systems, 5, 151-165.

Pavlov, K.V, & Pavlova, O.M (2020). Innovation and investment potential of the transport industry of Ukraine.
Ukrainian Journal of Applied Economics, 5(1), 17-24.

Pavlyuk, T.D. (2015). Management of development of the regional tourist market (Doctoral dissertation, Vasyl Stefanyk
Precarpathian National University, Ivano-Frankivsk, Ukraine).

Porter, M. (2005). Competition. Moscow: Williams Publishing House.

Yakymchuk, A., Valyukh, A., Diugowanets, O., Bilyk, R., Pavlov, K., Pavlova, O., Batkovets, N., Popadynets, N., &
Hryhoruk, L. (2020). Public administration and economic aspects of ukraine’s nature conservation in comparison
with Poland. In J. Kantola, S. Nazir, & V. Salminen (Eds.), International Conference on Applied Human Factors and
Ergonomics (pp. 258-265). Cham: Springer.

Kamlyk, M.I. (Ed.). (2004). Regulations of Ukraine on Tourism (as of June 1, 2004). Kyiv: Ataka.

Osaulenko, O.G. (2014). Regions of Ukraine 2014. Part 1. Kyiv: State Statistics Service of Ukraine.

Official website of the Main Department of Statistics in Volyn region. (n.d.). Retrieved from http://wwwilutsk.ukrstat.gov.ua.
Official website of the Main Department of Statistics in Lviv region. (n.d.). Retrieved from https://www.lv.ukrstat.gov.ua.
Official website of the Main Department of Statistics in Rivne. (n.d.). Retrieved from http://www.gusrv.gov.ua.
Official website of the Main Department of Statistics in Ternopil region. (n.d.). http://www.te.ukrstat.gov.ua/
statinfoOPSTV.html.

Official website of the State Statistics Service of Ukraine. (n.d.). Retrieved from http://www.ukrstat.gov.ua.

Zaychuk, K.A. (2019). Analysis of the rating of socio-economic activity of the Western regional tourist market.
Economic Journal of the East European National University named after Lesya Ukrainka, 4(20), 149-157.

Zaychuk, K.A. (2017). Socio-economic preconditions of functioning of the tourist market in Volyn. Ukrainian Journal
of Applied Economics, 2, 41-47.

Cnucok BUKOPUCTaAHUX AXKepen

(1]

Mysnuenko-Kosmoscpka O.B. EKOHOMIYHe OLIHIOBaHHS Ta PETYIIOBAHHS TYPUCTUYHOI IPUBAOINBOCTI TepUTOPIi:
IMC. ... KaHJ. eKOHOM. Hayk: 08.02.03 / HanionanbHumit yHiBepcuteT «JIbBiBCbKa nostiTexHika». JIbBiB, 2007. 176 c.
Bosnomryk PB. ITifxomu ;0 HOpMyBaHHS €KOHOMIYHIX OKA3HUKIB. [HOyKmMuGHe MOOemo8anHs cknaonux cucmem. 2009.
Bym. 1. C. 17-25.

Bonomyk P.B. [TopiBHANbHNUIT aHATI3 MAXOMIB 1O BM3HAUYeHH BaroBMUX KoedillieHTiB iHTerpanbHuUX iHeKCIB CTaHy
CKJIQ[fHUX CUCTeM. [HOyKmueHe M00en06aH s cKnadHux cucmem. 2013. Bum. 5. C. 151-165.

ITaBnos K.B., [TaBmosa O.M. IHHOBaNiiiHO-iHBECTULI/IHNII TOTEHIIia/ TPAHCIOPTHOI ramysi Ykpainu. Ykpaincokuii
scypran npuxnaonoi exonomixu. 2020. Tom 5, Ne 1. C. 17-24.

ITapmok T.JI. YpaBiiHHA PO3BUTKOM pPeTiOHAJbHOrO TYPUCTUYHOIO PUHKY: aBTOped. JVC. ... KaHJ. €KOH. HayK:
08.00.05. Ipano-®pankiscpk, 2015. 20 c.

[Toprep M. KoHKkypeHnnusa: Hay4HO-TIonmyAsApHOe nsfanue. Mocksa: V]I «Bunbamc», 2005. 602 c.

Public administration and economic aspects of Ukraine’s nature conservation in comparison with Poland /
A. Yakymchuk et al. International Conference on Applied Human Factors and Ergonomics / Ed. by . Kantola, S. Nazir,
V. Salminen. (San Diego, July 16-20, 2020). Cham, 2020. P. 258-265.

HopmaruBHO-1IpaBoBi akTu YKpalHu 3 INTaHb TYPU3MY: 30ipHIMK 3aKOHOABYNX Ta HOPMATUBHIX aKTiB (CTAHOM Ha
1 guepBH: 2004 poky) / ynopsap. M.I. Kammuk. Kuis: Araka, 2004. 464 c.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 66-74 73




Socio-Economic Competitiveness of the Western Regional Market...

(9]

Ocaynenko O.I. Perionn Ykpainu 2014: craructiyannii 36ipunk. Yactuna 1. Kuis: JlepxxaBHa cmy>k6a CTaTUCTUKY
Ykpainny, 2014. 719 c.

OdiriitHa iHTepHET-CTOpiHKa [0/10BHOTrO yrpaBmiHHsA cTatucTuKyU ¥ Bommucokiit obmacti. URL: http://www.lutsk.
ukrstat.gov.ua (maTa 3BepHeHHA: 15.05.2017).

OdiniitHa iHTepHeT-cTOpiHKa [0/10BHOTO ypaB/iHHs cTatucTuku y JIpBiBepkiit obmacti. URL: https://www.Iv.ukrstat.
gov.ua (mara 3BepHeHHs: 20.04.2019).

Odiuiitna inTepHeT-cTOpiHKa [o/10BHOTO yrpaBninus cratuctuky y PiBHeHCpKil obmacti. URL: http://www.gusrv.
gov.ua (mara 3BepHeHHA: 20.10.2019).

Odiwiitra inteprer-cropinka [onoBHoro ynpasinss cratnctrky y Teproninbcekiit o6macti. URL: http://www.te.ukrstat.
gov.ua/statinfoOPSTV.html (mata sBeprenns: 15.09.2019).

Odiuiitna inTepHer-cTOpiHKa JepskaBHOI cry»>kom cratuctuky Ykpainm. Pexxum goctymy. URL: http://www.ukrstat.gov.ua
(maTa sBepHeHHs: 18.03.2019).

3aituyk K.A. AHasi3 peliTMHIYBaHHA COLlia/IbHO-eKOHOMIYHOI aKTMBHOCTI 3aXifIHOTO PeTiOHaTbHOTO TYPUCTUYHOTO PUHKY.
Exornomiunuti uaconuc CxioHoesponelicvkoeo HauioHanvHozo yHieepcumemy imeni Jleci Yipainku. 2019. Ne 4(20). C. 149-157.
3arrayk K.A. CouianbHo-ekoHOMiuHI HepemyMoBM (DYHKI[IOHYBaHHA TYPUCTIYHOTO PUHKY Ha Bomui. Yipaitcokuii
AHypHan npuxnaoHoi exonomixu. 2017. T. 2, Ne 1. C. 41-47.

Scientific Bulletin of Mukachevo State University. Series "Economics", 7(2), 66-74 74




YK 004.942:336.778]:005.332
DOI: 10.31339/2313-8114-2020-7(2)-75-86

3aCTOCYBaHHf-I METOAiB rMMboKoro HaBYaHHs A0 NPOrHo3yBaHHA
3MiHU KOPOTKOCTPOKOBUX TPEHAIB BaNIlOTHUX KYpCiB
Bacunin O)xopxxoBud [lepbeHues, Bitanin CeprinoBmny beskopoBanHui,
IpnHa BikTopiBHa JIyHSAK

KuiBcbkui HalioHasibHUI EKOHOMIYHWI YHIBepcuTeT iMeHi Baguma eTbmaHa
03057, npocn. lNMepemoru, 54/1, M. Kuis, YkpaiHa

AHoTauif. Po6oTa npucBsdeHa MUTaHHAM KOPOTKOCTPOKOBOTO IIPOTHO3YBAHHSA BAIIOTHUX KYPCIB 3a JOIIOMOTOI0
Mojieielt I/IMO0KOro HaBYaHHS, 1110 € aKTya/IbHUM SIK [JL1 HayKOBOI CIIIBHOTH, TaK i AJIs TpelifepiB Ta iHBecTOpiB.
MeTo10 po60TH € TOOYAOBA MO/ IPOTHO3Y HAIIPSIMY 3MiHM PyXY LIiH Ba/IIOTHVX KOTYPYBaHb Ha OCHOBI ITIMOOKIX
HEJ[POHHUX MepeX. B 0CHOBY po3pobrmeHoi apxiTekTypu 6ymo MOKTafeHO MOJeNb BEHTUILHOTO PEKYPEHTHOTO
BY3JIa, 110 € Mopudikaliero MOeni «JOBrOTPUBaIOl KOPOTKOYACHOI IIaM ATi», ajie € OL/IbII IIPOCTOIO 3a KiNbKiCTIO
IIapaMeTpiB i yacoM HaBuaHH:A. [IpoBefieHO IPOrHO3HI pO3paXyHKY AMHAMIKM KOTMPYBaHb Ba/IIOTHOI ITapU €BPO/H0/1ap
i HaiOiIBII KamiTa/mi30BaHOI KPUIITOBAIIOTY OITKOIH/O/MAp i3 BUKOPUCTAHHAM IIOACHHUX, YOTUPUTONUHHUX i
L[OTOAMHHUX CHOCTepexxeHb. OTpuMaHi pe3ynbraTy 6iHapHOI K1acudikanii (IporHo3y HalIpAMYy SMiHY TPEHAY) Iif
Yac 3aCTOCYBAHHA HIOJIEHHMX i TOOVHHMX KOTMPYBaHb BUABWIVCH 3arajioM KPall¥IMM, HDK JIal0Th MOJIE/Ii 4acOBUX
psiaiB, a60 Mofesti HeIfPOHHNUX MePEeX iHIIOI apxXiTeKTypy (30KpeMa, 6araToUIapoBOTo MePCENTPOHY, Ui MOfENi Ha
OCHOBI «JJOBIOTPMBAJIOI KOPOTKOYACHOI IMaM ATi»). 3riffHO 3 oflep>KaHMMU pe3y/IbTaTaMy, Hailbi/plIa TOYHICTh
kiaacudikamil BUABMIACA IS MOJe/i LIOleHHUX KOTUPYBaHb K JyIs €Bpo/monap — 6mmsbko 72 %, Tak i mis
6iTKoTH/Komap — 6mu3bKo 69 %. ITif yac BUKOpUCTaHHS YOTUPHOXTOVHHUX i IIOTO{THHUX YaCOBMX PSZIiB TOYHICTH
knacudikanii 3MeHIIyBaIach, 10 MOYKHA MOSCHUTH 5K 301/IbIICHHAM BIUIMBY «PUHKOBOTO IIYMY», TaK i BiporigHum
IlepeHaBYaHHAM MOJierIell. YHACIiJOK KOMIT I0TepPHIX eKCIIEPUMEHTIB 0710 3’5ICOBAHO, 1110 MOJETI Kpallje IIPOrHO3YIOTh
3pocTarounii TpeHJI, Hb criajjarounii. IIpoBesieHe oCIiIKeHHA MiITBEPAIIO IIEPCIEKTUBHICTD 3aCTOCYBAHHS MOJIE/IEN
IMOOKOr0 HaBYaHHA JUIA 3aJad KOPOTKOCTPOKOBOTO IIPOTHO3YBAaHHS 4YacCOBUX PANIB BATIOTHUX KOTUPYBaHb.
BogHouac BUKOPUCTaHH:A PO3pOOIEHNX MOZIesieil BUABMIOCH e(peKTUBHYM SK IS piaTHUX, TaK i /IS KPUITOBAJIIOT.
3anpoNOHOBaHy CUCTEMY MOJe/Iell Ha OCHOBI INIMOOKMX HEeIIpOHHMX MepeXk MOXKHa IOK/IaCTI B OCHOBY IIiJi 4ac
PO3pOOKI aBTOMATU30BAHOI TOProOBOI CHCTEMM Ha Ba/IIOTHOMY PUHKY

KnioyoBi cnoea: pekypeHTHI HellpOHHI MepexKi, KOpOTKOCTPOKOBE NPOTHO3YBAHHSA, YacOBi PsAAM BaTIOTHMUX
KOTMPYBaHb, KPUIITOBATIOTI
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Abstract. This paper investigates the issues of short-term forecasting of exchange rates using deep learning models,
which is relevant for both the academia and traders and investors. The purpose of this study is to build a model to
forecast the direction of changes in the price movement of currency quotes based on deep neural networks. The
developed architecture is based on the gated recurrent unit model, which is a modification of the “long short-term
memory” model, but is simpler as to the number of parameters and learning time. Forecast calculations of the
dynamics of quotations of the euro/dollar currency pair and the most capitalised cryptocurrency - bitcoin/dollar are
carried out using daily, four-hour, and hourly observations. The obtained results of binary classification (forecasting
the direction of trend change) when applying daily and hourly quotes turned out to be generally better than those
given by time series models, or models of neural networks of other architecture (namely multilayer perceptron, or
models based on “long short-term memory”). According to the results obtained, the highest classification accuracy
was found for the model of daily quotes for both EUR/USD - about 72%, and for BTC/USD - about 69%. When
using the four-hour and hourly time series, the classification accuracy decreased, which can be explained both by an
increase in the impact of “market noise” and by the likely retraining of models. As a result of computer experiments,
it was found that models better predict an upward trend than a downward one. The conducted research confirmed
the prospects of using deep learning models for short-term forecasting of time series of currency quotes. At the same
time, the use of the developed models proved to be effective for both fiat and cryptocurrencies. The proposed system
of models based on deep neural networks can be used as a basis for the development of an automated trading system
in the foreign exchange market

Keywords: recurrent neural networks, short-term forecasting, time series of currency quotes, cryptocurrencies

Introduction

In the current conditions of increasing instability and
crisis phenomena both at the regional level and in
the global economy in general, traders and investors,
especially with short-term investment horizons, are
forced to seek new efficient investment tools. If 20-
30 years ago, both stock and FOREX currency market
(FOReign EXchange - “foreign currency exchange”)
were mainly considered as traditional platforms for
stock trading, then recently such innovative financial
instruments as cryptocurrencies have become increas-
ingly popular. Thus, after relatively stable 2018-2019,

Suggested Citation:

over the past year, the exchange rate value of leading
cryptocurrencies has increased several times [1], which
caused a new wave of interest in these instruments.
This necessitates a reliable identification of the
optimal conditions of the currency market (both FOREX
and crypto markets) for decision-making concerning
trading operations, which should be based on ade-
quate forecasts of currency quotes. For conventional
assets, a considerable arsenal of effective methods and
approaches to modelling and predicting their dynamics
was developed and tested: causal econometric models,

Derbentsev, V.V., Bezkorovainyi, V.S., & Luniak, I.V. (2020). Application of deep learning methods to forecast changes
in short-term exchange rate trends. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 75-86.
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supply and demand balance models, adaptive forecast-
ing methods, time series models of autoregression —
integrated moving average (ARIMA) and their modi-
fications, etc. [2-4].

Despite the wide variety of developed methods
and models for forecasting exchange rates, work in this
area is relevant. The dynamics of currency quotes are
influenced both directly and indirectly by numerous
factors. Due to the presence of complex causal chains,
these influences are difficult to formalise within a cer-
tain theoretical concept or formalised model. The situ-
ation with cryptocurrency forecasting is even more
complicated. Their dynamics are influenced by several
latent factors, the vast majority of which remain under-
studied and unidentified [5-7]. Furthermore, crypto-
currencies are much more volatile and riskier than fiat
currencies or securities. Many empirical studies indicate
the limited practical value of applying classical statistical
and econometric approaches to predicting the dynamics
of cryptocurrencies [8-12].

Recently, machine and deep learning methods
have been increasingly used to predict financial time
series, which have proven effective both for analysing
conventional assets (exchange rates, stocks, stock indices,
commodity prices) and for cryptocurrencies [10-17].
In [12], models of recurrent neural networks (RNNs) and
long short-term memory (LSTM) were used to pre-
dict changes in the price directions of bitcoin (BTC). The
best result was obtained using an LSTM with a classi-
fication accuracy of 52%. At the same time, ARIMA
time series models and recurrent RNN networks were
less accurate.

The authors of the paper [15] tested four machine
learning (ML) algorithms for predicting price trends
in the cryptocurrency market: linear regression (LR),
random forest (RF), support vector machine (SVM),
and gradient boosting machine (GBM). According to
the results obtained, the use of the ML algorithms ap-
plied for making a purchase/sale decision exceeded the
results of applying the “Buy and Hold” investment strat-
egy on the crypto market. The best result was obtained
by voting ensembles (classification accuracy 59.3%).

In [16], several classifiers (RF, GBM, SVM, and
LSTM) were also used for 5-minute BTC ticks and daily
prices. The authors used a wide range of data, includ-
ing both technological, market-based stock market
factors, and those that consider preferences and in-
terest in crypto assets (sentiment analysis). Somewhat
unexpectedly, for daily prices, the best results were
obtained using statistical methods (average accuracy
65%), as opposed to ML methods (average accuracy
55.3%). The article [17] also compares the effectiveness

of various classifiers for predicting the direction of
changes in cryptocurrency prices. The best classification
result was achieved using multilayer perceptron (MLP)
and random forest (RF) about 61%.

The authors of the study [18] applied ensembles
of deep network models based on LSTM and convo-
lutional neural networks (CNN) both to predict the
price of cryptocurrencies (BTC, ETH, XRP) for the next
hour (regression) and to predict changes in the price
direction (classification). The best architectures devel-
oped by the authors demonstrated classification accu-
racy within the range of 52-55%. In [19], MLP and
LSTM deep network models were used to predict the
prices of the second-largest ETH cryptocurrency by
capitalisation for daily, hourly, and minute data. The
LSTM model demonstrated higher accuracy: on time
data, the mean absolute percentage error (MAPE) was
1.38%, on daily data - 3.67%.

Over the past 5 years, there has been an increase
in researchers' attention to applying deep neural net-
works to the tasks of studying both conventional ex-
change rates and those of cryptocurrencies. The au-
thors of [20] published a detailed review on the use of
deep learning (DL) approaches in the field of financial
forecasting. The main conclusion of this review is that
in general, the performance of DL algorithms is superior
to time series models and often demonstrates higher
accuracy than conventional ML algorithms.

The purpose of this study is to investigate the ef-
ficiency of using a deep neural network built based on
amodified model of “long short-term memory” (LSTM)
to predict changes in the direction BTC prices and com-
pare the results with the exchange rate of the euro-dol-
lar (EUR/USD) currency pair.

Materials and Methods

The problem of forecasting exchange rates should be
solved using a systematic approach. At the first stage,
it is advisable to decompose the problem into several
interrelated tasks:

1) identification of the input set of factors (dataset),
which must be considered when predicting based on
a neural network. At the same time, the criteria, or re-
quirements for selecting essential factors are to achieve
the required forecast accuracy on a test or deferred
sample, provided that the span of this data set is mi-
nimised;

2) identification of the required volume of training,
test, and control samples. When solving this problem,
there are also conflicting requirements related to the
ability of neural networks to generalise (or vice versa,
retrain);
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3) selection of the type, basic structure, and com-
position of a neural network and its architecture;

4) optimisation of the underlying architecture by
performing a series of computer experiments using
different data sets;

5) application of the model to predict the dynamics
of currency quotes;

6) evaluation of modelling results.

In this study, to better assess the predictive prop-
erties of the proposed models, the authors used only
past (lagged) values of the target variable (currency
quote) as explanatory variables (model factors). The time
lag is 7 days: based on observations for the last 7 days
(trading week), changes in the direction of quote move-
ment for the next day are predicted using one-step
forecast technology. Since the purpose of this paper
is not to forecast the direct numerical value of the
currency quote, but only a change in the direction of
trend movement, that is, the problem of binary clas-
sification, there is no need for pre-processing of the
time series under study, which usually entails filtering,
smoothing, removing market noise and emissions,
normalising or standardising time series. Therefore,
all the time series under study were converted to bi-
nary variables: 1 - if the closing price of the quote of the
day t is greater than or equal to the corresponding clos-
ing price of the day ¢ -1, and 0 - in the opposite case.

Standard practice for building machine learning
models is to break down the entire sample of data into
training and testing data. The training data is designed

‘ Output
h(t)
[ Hidden layer
x(1)
{ Input

',

+ ‘
mh )

to evaluate model parameters, while the test data - to
check the quality of the model and fine-tune the hy-
perparameters. Therefore, in this paper, the authors
did not use the last 10% of observations when training
models, but used them to evaluate the accuracy and
fine-tune the hyperparameters.

The most difficult stage of this study is the choice
of network architecture. Notably, the process of choosing
an architecture and building a network is still not for-
malised, but is based mainly on heuristic technologies,
intuition, and experience of the researcher. For a long
time, the most common network architecture was models
based on multi-layer perceptron (MLP). Recently, how-
ever, due to the growth of computing power and the
development of cloud services, deep networks of other
architectures, namely CNNs and RNNs have become
very popular. If CNNs are more adapted to image pro-
cessing, then RNNs work better with time series.

Specific features of RNNs are that the connec-
tions between their elements form a directed sequence
or chain (Fig. 1). At each time t, not only the input values
(vector x(t)) but also the values of the parameters de-
scribing the internal state of the network at the pre-
vious time h(t-1) are fed to the network. This allows
processing a series of events over time. The advantage
of RNNs over MLPs is their ability to use their internal
memory to process sequences of arbitrary length. There-
fore, networks of this architecture are more suitable
for processing and predicting time series than direct
propagation networks, namely MLPs.

Delay

F )
Uh(t_l)

Figure 1. Simplified structure of a recurrent neural network

Source: compiled by the authors

One of the promising types of RNN architectures
that can factor in long-term time dependencies is “long
short-term memory” (LSTM) networks. Unlike con-
ventional RNNs, LSTMs are more efficient at predicting
time series in cases where important events are sepa-
rated by time lags with indefinite duration or bound-
aries. The deep neural network architecture proposed

by the authors of this study is based on the gated re-
current units (GRU) model [21], which is a modifica-
tion of the LSTM model. The advantage of this model
is that the performance of GRU-based networks is
comparable to LSTM, but they have fewer parameters
and therefore learn faster, requiring less data to train
and configure.
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For the software implementation of the models,
the authors used data mining and machine learning
methods using the Python and MQL5 programming
languages, Google Colaboratory cloud services, Keras
and Tensorflow libraries, and Pytorch.

Results and Discussion

For analysis, the authors took currency quotes of
EUR/USD and BTC/USD for 01.02.2017-10.08.2020
according to the Yahoo Finance service [22]. This par-
ticular segment of the time series of quotes was chosen
because analogous graphical patterns of behaviour of
exchange rate quotes (similar patterns) are observed
on the quote charts, marked with rectangles (Fig. 2).

The main purpose of the constructed graphical

model (Fig. 2) lies in a short-term forecast of the direc-
tion of change in the quote of a financial instrument
(growth or decline). The training window is seven days,
the forecast horizon is one day, the number of training
iterations (epochs) is 100, the training sample size is 90%
of the total number of quotes, according to the test
sample — 10%. Error (Fig. 3, 4(a)) and accuracy (Fig. 3,
4(b)) indicators of the models of daily (D1) EUR/USD
(Fig. 2) and BTC/USD (Fig. 3) quotes have similar
characteristics:

- the accuracy for the test sample remains at the same
level all the time and increases after the 60" epoch;

— the error for the training sample decreases and
the accuracy increases, which indicates that the models
are retrained.
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Figure 2. Charts of daily quotes of EUR/USD (a) and BTC/USD (b)
for 01.02.2017-10.08.2020

Source: compiled by the authors based on [22]
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Figure 3. Model error and accuracy charts for daily EUR/USD quotes
Source: compiled by the authors based on testing of built models
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Figure 4. Model error and accuracy charts for daily BTC/USD quotes
Source: compiled by the authors based on testing of built models

Since the authors used the constructed model to
solve the problem of binary classification (whether there
willbeagrowth ordeclinein thestudied indicatorin the
next period), the confusion matrix was used as a met-
ric for evaluating the efficiency (accuracy) (Table 1).
Table 1 presents: class P (positive) — growth of the in-
dicator; class N (negative) — decline in the indicator;
TP (true positive) — the model showed growth and there
was also factual growth; FP (false positive) — the model
showed growth, but there was a factual decline; TN (true
negative) — the model showed a decline and there was
also a factual decline; FN (false negative) — the model
showed a decline, but there was a factual growth.

Table 1. General structure of the confusion matrix

Output

data

P N

) P TP | FP
Projected data

N FN | TN

The following standard derived metrics were
used for further analysis and comparison of forecasting
models: accuracy (ACC) (1), the proportion of cor-
rectly classified positive objects (TPR) (2) and negative
classes (TPN) (3), balanced accuracy (BA) (4):

Acc=_P+TN (1)
P+N
TPR=— TP )
P
TN
TPN=— 1N
N (3)

TPR+TPN

BA= — (4)

These confusion matrices allow quantifying the
quality of the constructed model not only in general,
but also depending on the type of confusion. Table 2
demonstrates the number of confirmed forecasts in
the test sample of daily quotes EUR/USD (40 growth
and 34 decline in quotes) and BTC/USD (65 growth
and 28 decline in quotes).

Table 2. Confusion matrix of daily quotes
of EUR/USD and BTC/USD

EUR/USD Output data
Growth Decline
. Growth 40 16
Projected data _
Decline 13 34
BTC/USD Output data
Growth Decline
. Growth 65 21
Projected data :
Decline 19 28

Source: compiled by the authors based on the results
of using the built models

A graph was also used to evaluate the quality of
the model (Fig. 5), which displays the initial data of
the test sample and forecast data for a set of 50 time
series samples. The number of matches allows evaluating
the available opportunities for making decisions on
conducting trading operations with a positive result.
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Figure 5. Factual and projected value of the EUR/USD (a) and BTC/USD (b) daily quote dataset
Source: compiled by the authors based on the results of using the built models

a decrease in confusion. From the 20" epoch onward,
the accuracy is within the range of 58-62%, these data
are confirmed by the values in the confusion matrix
(Table 3). Accuracy for four-hour BTC/USD quotes
(Fig. 7) is within the range of 60-64%. However, even
though the accuracy is higher than that of the corre-
sponding EUR/USD model, the number of true negative
forecasts in the BTC/USD confusion matrix (Table 3)
does not substantially differ from false positive and false
negative forecasts (Fig. 8).

The next stage of analysing the quality of the
constructed model was the transition from daily quotes
to four-hour ones (H4 - 6 quotes per day). This increases
the amount of data in the training and test samples, and
the window for training the model is 42 periods (7 days),
the forecast horizon is 6 periods (1 day). Decisions on
trading operations are made every four hours for the
next 24 hours. According to the results obtained, the
accuracy indicators for four-hour EUR/USD quotes
(Fig. 6) increase to the 20" epoch, which correlates with
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Figure 6. Charts of confusion and accuracy of the four-hour EUR/USD quote model
Source: compiled by the authors based on testing of built models
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Figure 7. Charts of confusion and accuracy of the four-hour BTC/USD quote model
Source: compiled by the authors based on testing of built models
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Table 3. Confusion matrix of the four-hour EUR/USD and BTC/USD quote models

Output Output
EUR/USD data BTC/USD data
Growth Decline Growth Decline
. Growth 191 136 . Growth 344 138
Projected data - Projected data -
Decline 112 176 Decline 146 156

Source: compiled by the authors based on the results

of using the built models
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Figure 8. Factual and projected value of the EUR/USD (a) and BTC/USD (b)
four-hour quote dataset
Source: compiled by the authors based on the results of using the built models

At the last stage of forecasting quality analysis,
hourly quotes (H1 - 24 quotes per day) were selected
using the GRU deep network model. At the same time,
the amount of data in the training and test samples in-
creased 24 times compared to the daily quotes, while
the window for training the model was 168 periods
(7 days), and the forecast horizon was 24 periods (1 day).
Decisions on trading operations were made every hour
on the horizon of 24 hours. Accuracy indicators of the
hourly EUR/USD quote model (Fig. 9) for the entire
range of training iterations was within the range of
50-55%, which is less than the corresponding indicators
of the four-hour model. On the chart of the accuracy
of hourly BTC/USD quotes (Fig. 10), there is a delta

Model confusion

between the training and test samples, the accuracy of
which is within the range of 53-55% for the training
sample and 58-62% for the test sample, respectively.
Furthermore, in the confusion matrices for EUR/USD
and BTC/USD display a considerable number of false
positive forecasts, which are 2 times higher than true
negative forecasts. Figure 11 demonstrates this in the
form of discrepancies between the original and fore-
cast data. Table 4 presents the results of the confusion
matrix for hourly quotes. Evidently, there was a de-
crease in classification accuracy for hourly quotes: the
value of metric (1) was 0.53 and 0.6 for EUR/USD and
BTC/USD, respectively.

Model accuracy
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Figure 9. Charts of error and accuracy of the EUR/USD hourly quote model
Source: compiled by the authors based on testing of built models
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Table 4. Confusion matrix of the EUR/USD and BTC/USD hourly quote models
Output Output
EUR/USD data BTC/USD data
Growth Decline Growth Decline
. Growth 922 397 . Growth 1526 392
Projected data - Projected data -
Decline 753 384 Decline 851 350

Source: compiled by the authors based on the results of using the built models
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Figure 11. Factual and projected value of the EUR/USD (a) and BTC/USD (a)

hourly quote dataset

Source: compiled by the authors based on the results of using the built models

The final results of applying the constructed
GRU deep network model to predict the EUR/USD

and BTC/USD exchange rates are presented in Table 5.

Table 5. Final results of the accuracy of the constructed models
EUR/USD

Period

D1

H4

H1

D1

BTC/USD
H4

H1

Total bars in the sample 1035 6195 24747 1335 7887 31374

Training sample 923 5531 22098 1193 7054 28062

Test sample 103 615 2456 133 784 3119

LSTM network metrics

Training sampling confusion 0.7594 0.6862 0.7043 0.6629 0.6855 0.7001
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Table 5, Continued

EUR/USD BTC/USD

Period D1 H4 H1 D1 H4 H1
Test sample confusion 0.6939 0.6901 0.6994 0.6328 0.6697 0.6900
Test sample accuracy 0.7184 0.5967 0.5318 0.6992 0.6250 0.6015
Training sample MSE 0.22322 0.23576 0.24905 0.20908 0.23442 0.24608
Training sample RMSE 0.47246 0.48555 0.49905 0.45725 0.48417 0.49606
Test sample MSE 0.21206 0.24075 0.24861 0.20454 0.23056 0.24130
Test sample RMSE 0.46050 0.49066 0.49861 0.45226 0.48017 0.49122
Confusion matrix

Accuracy (ACC) 0.71844 0.59674 0.53175 0.69924 0.63775 0.60147
True positive rate (TPR) 0.75471 0.63036 0.55044 0.77380 0.70204 0.64198
True negative rate (TNR) 0.68000 0.56410 0.49167 0.57142 0.53061 0.47169
Balanced accuracy (BA) 0.71735 0.59723 0.52105 0.67261 0.61632 0.55683

Note: D1 - Daily models, H1 - 24 quotes per day, H4 - 6 quotes per day
Source: compiled by the authors based on the results of using the constructed models

Analysis of the data in Table 5 suggests as fol-
lows: in general, the models demonstrated higher ac-
curacy when using the EUR/USD time series than for
the BTC/USD. The best results were obtained when
using daily quotes. When using four-hour and hourly
data, the accuracy on the test sample was higher than
on the training one. At the same time, no test data
was used during model training. One explanation for
this may be the effect of retraining the model. Mod-
els predict an uptrend (maximum value of the TPR
metric=0.75 for daily EUR/USD quotes) better than
a downtrend (maximum value of the TNR metric=0.68
for daily EUR/USD quotes).

In summary, the indisputable advantage of using
deep networks is their ability to find hidden complex
nonlinear patterns in data, as well as identify influential
factors (feature extraction). Their disadvantage is that,
theoretically, deep networks are essentially “event data
recorders’, and therefore it is quite difficult to analyti-
cally restore the functionality for which the forecast is
made. Therefore, the result of their work is too “opaque”

Conclusions

The study proved the prospects of applying deep neu-
ral networks of the GRU type to predicting the direc-
tions of changes in exchange rates. According to the
results of the analysis conducted by the authors of this
study, such models were effective both in predicting the
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Abstract. At the present stage of functioning of the digital economy, approaches to the use of cash are changing. Electronic
non-cash payments are used to order services and pay for goods on the Internet increasingly often. Therefore, reflecting
such operations in accounting constitutes an essential value for the accounting system. Using e-wallets and e-business
environments, mapping cryptocurrency transactions, transferring funds, mining, investing in high-risk assets - all
this requires learning the accounting methods for such transactions. The main purpose of this study is to scientifically
substantiate approaches to reflecting operations with digital assets in accounting and determine the ways of receiving
cryptocurrency by the enterprise. This study employed such methods of scientific cognition as description, analysis,
and synthesis. It is established that there is no single approach to the recognition and accounting of cryptocurrencies.
It is advisable to consider a cryptocurrency that belongs to intangible assets only in the context of long-term
investments. Another development vector is identifying cryptocurrencies as a resource or inventory and accounting
for them as inventory. It is determined that, first of all, before using cryptocurrencies, it is necessary to economically
justify a certain method of evaluating cryptocurrencies legislatively. In the future, this will be necessary for companies
that will use cryptocurrency to have the opportunity to continuously use this method in their accounting policies.
The author of this study analysed the forms of electronic money and found that they can exist as information between
computer networks (network-based) and can have an additional connection with a smart payment card (card-based).
To identify the subject of accounting, the author determines that cryptocurrency should be considered as an intangible
asset, while wallets for storing cryptocurrency should be considered as other non-current tangible assets

Keywords: cryptocurrency accounting, business operations, mining, blockchain, digital economy

Introduction

Modern information technology is changing the world.
Blockchain technology is gradually developing, based
on which it becomes possible to investigate issues re-
lated not only to cryptocurrency, but also to medicine,
management, and the conduct of elections. That is, to
use blockchain technology for the benefit of humanity.
The modern transformation of the economy requires

Suggested Citation:

arapid response to the processes transpiring in it. Such
concepts as accounting digitalisation and multi-level
digitalisation are being introduced. Therefore, the mod-
ern vision of accounting and taxation is changing and
improving. The emergence of new digital assets in the
form of cryptocurrencies creates a challenge to the ac-
counting system regarding their reflection in it. Any
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activity must be defined, recognised, and transactions —
be subject to taxation, since taxes are the source of re-
plenishing the budget [1].

Considering modern approaches to ordering ser-
vices and paying for goods without leaving the home,
non-cash payments become of particular importance,
and necessitate the investigation of such approaches
to reflect transactions in the conventional accounting
system. In the context of conducting e-business, when
using electronic (digital) wallets, there is a need for
accounting for transactions with them. One needs to
establish which ledgers to use to reflect a certain number
of such wallets. Furthermore, one needs to understand
which ledgers to use to reflect activities such as mining,
and how to classify such activities (financial, investment,
or basic). Making investments in highly liquid, high-risk
assets — all this requires investigating approaches to
reflect such operations in accounting.

If an enterprise controls resources based on previ-
ous experience and expects to receive economic benefits
in the future, then such resources are assets. Disputes
continue among researchers regarding the economic
nature of cryptocurrencies. Cryptocurrency should be
understood as a special type of intangible assets that
an enterprise can use for investment. That is, a crypto-
currency constitutes a non-monetary asset that has no
material form. An asset can be considered any resource,
the value of which can be reliably estimated, and its use
is expected to bring benefits in the future. It is advisable
to consider whether a cryptocurrency belongs to in-
tangible assets only in the context of long-term invest-
ment. Given the high volatility of the cryptocurrency
market and its constantly changing value, the process
of evaluating such an asset becomes very complex. And
determining the real value of one Bitcoin depends on
the resources spent (for example, the power of equip-
ment for generating a Bitcoin, internet speed, electricity
costs, the complexity of the reward redistribution system,
the main characteristics of the pool, etc.) [2].

Apart from the fact that a cryptocurrency can
be an intangible asset, under certain conditions it can
also be identified as a stock and reflected in other led-
gers. That is, if the cryptocurrency is in the process of
mining with the subsequent purpose of selling it, then
it is proposed to apply the provisions of IFRS 2 “Re-
serves” [3]. This approach requires some approaches and
discussions among researchers. Since cryptocurrency
has a high risk, which is inherent in changes in value,
it cannot be classified as a standard asset. As part of
the company's funds, there are deposit funds, cash in
the cash register, funds in the current account, highly

liquid investments, securities, precious metals. That is,
these are assets that can be quickly converted into cash,
or they are cash and have high liquidity.

It is very difficult to make a correct assessment
of the value of cryptocurrencies in the accounting system
at a certain date of drawing up a balance sheet or con-
ducting a transaction. The exchange rate difference when
buying or selling can be significant, since the market
value of a cryptocurrency depends on the supply-de-
mand mechanism in the closed market of using this
tool [4]. For example, in August 2019, 1 Bitcoin was
worth just over 10,000 US dollars and in October of
the same year, its value was 8,000 US dollars. About
50-80% of all cryptocurrency mining capacity is con-
centrated in China, and therefore the ban on crypto-
currency mining in eastern China has adversely af-
fected the value of Bitcoin and digital assets [5]. First
of all, before using cryptocurrency, it is necessary to
economically justify a certain method of evaluating
cryptocurrency at the legislative level. In the future,
this is necessary so that companies that will use cryp-
tocurrency can reflect a certain method in their account-
ing policies. In the academia studying accounting, which
include O. Petruck and O. Novak [6], O. Augustova [7],
V. Fostolovich [8], S. Lecgenchyc and A. Semenec [9],
T. Tarasova, O. Usatenko, A. Makurin, V. Ivanenko and
A. Cherchata [10], discussions continue concerning the
valuation method to use, since for various purposes of
using cryptocurrency, its value plays an essential role.
For example, the value of a cryptocurrency can be de-
termined by the cost of resources spent, or by revalued
cost; by net realisable value (for mining purposes); by
fair value for traders and those who want to conduct
certain operations on a crypto exchange. Consequently,
the professional competencies of an accountant in the
context of blockchain technology are acquiring a fun-
damentally new level of development.

Among the Ukrainian researchers, it is worth
noting O. Petruck and O. Novak, who investigated the
essence of cryptocurrency and studied the features of
accounting for such an asset. They distinguished the con-
cepts of cryptocurrency and electronic money. These
authors also provided examples of accounting for opera-
tions related to cryptocurrencies. They proved that cryp-
tocurrency does not correspond to the term “money”,
and therefore it cannot be reflected in the balance
sheet of the enterprise under the item “Cash and their
equivalent” [6]. I. Derun, I. Sklyaruk investigated the
classification of cryptocurrencies, studied its features
and types. The authors analysed the model of decen-
tralised digital currency schemes and covered their main
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characteristics. They proposed an original approach
to reflecting business operations with cryptocurrency
in ledgers [11].

O. Augustova considered the economic and legal
essence of cryptocurrencies. She investigated the stages
of development of digital currency on the world mar-
ket. This author suggests defining cryptocurrency as
a virtual currency and equating it with the means of
payment of business entities [7]. V. Fostolovich investi-
gated the issues of the digital information space and
the necessity of solving the issue of accounting and
taxation of operations with cryptocurrency [8]. The au-
thor suggests considering cryptocurrency as a finan-
cial instrument that should be evaluated at fair value.
He notes that all operations related to the generation
of income and expenses incurred should be controlled
by the tax administration, which should also monitor
existing wallets for the safety of any cryptocurrency.

Despite all the existing developments of research-
ers and the increased interest in such a specific asset
as cryptocurrency, as well as the rapid development of
information technology, requires numerous additional
studies of this asset. It is necessary to obtain unambigu-
ous answers to the frequently asked questions related
to the recognition, calculation of value, and evaluation,
as well as reflection in ledgers and understanding of the
tax base to receive tax revenues to the state. Furthermore,
the National Bank of Ukraine does not recognise cryp-
tocurrency as a means of payment, which makes its use
illegal. But at the same time, converting cryptocurrencies
into national monetary units and vice versa does not
cause violations in terms of the legislation of Ukraine [8].

Materials and Methods

This study is based on a comprehensive analysis of events
in the world of cryptocurrencies. The research was per-
formed in two main areas. The first area is the analysis
of previous studies related to the theoretical premise of
the emergence of cryptocurrencies. The main method
of research is the empirical method, which was em-
ployed to observe changes in the attitude of countries
towards cryptocurrencies. The measurement process
also provided an insight into the scope of the Bitcoin
market. As a result of researching the literature, it was
established that cryptocurrency as electronic money
constitutes a non-personalised payment instrument and
rotates outside the banking system in electronic form.
Therefore, this is precisely what influences the fact that
the state cannot control this process, making the na-
tional banks of many countries suspicious of such money.

As for the second area, the study investigated the
legal status of cryptocurrencies in Ukraine and abroad.

It was established that the lack of state control is condi-
tioned upon the imperfection of the system of legal reg-
ulation of the status of cryptocurrencies in Ukraine.
The following hypotheses were put forward:

— legalisation and recognition of modern funds as
means of payment will make this process more controlled
and regulated;

— transparency of cryptocurrency transactions on
exchanges will increase confidence, as well as create op-
portunities for improving the tax system to tax such
transactions and this type of activity.

In the course of the study, the description method
was used to record certain features of specifying cryp-
tocurrency records in accounting. This provided a greater
insight into what the digital assets (cryptocurrencies)
should be recognised as. A considerable number of sci-
entific papers were analysed, indicating in them the
basics of solving a scientific problem related to the iden-
tification of the accounting object. The identification
and recognition of an object in accounting as a certain
type of asset influences its further accounting and de-
termination of the tax base and further specification
in the financial statements.

Results and Discussion

Thanks to gadgets and the global network, business re-
quirements are evolving. A new approach to its man-
agement, namely e-business, is being introduced. At the
same time, the approach to making payments for goods,
works, and services is evolving [12]. Approximately during
1998-2002, the electronic payment system WebMoney
and Yandex funds were created. Much later, namely
in 2007, the Qiwi settlement service was created Apart
from such systems, there are also EasyPay, PayPal,
GlobalMoney, Maxi, and many others [13]. In 2008,
certain changes were introduced concerning the use of
modern cash in the settlement procedures. It was that
year when a digital currency, namely Bitcoin, was first
used to calculate and exchange 10,000 Bitcoins for two
pizzas [12]. When keeping records, it is proposed to
separate the concepts of cryptocurrency and electronic
money. Focusing on the fact that electronic money can
be immediately converted into money from the country
where it is used. For example, the authors of this study
consider the WebMoney electronic payment system.
Until 2018, this system allowed creating a WMU-type
wallet, which was the title sign equivalent to the Ukrainian
Hryvnia. And WMZ is the equivalent of the US dollar.
WMX in this system is designated as an analogue of
Bitcoin, where it is possible to exchange 1 WMX for
0.001 BTC (as of October 2019, this is almost 8.2 US
dollars).
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Having analysed the form of electronic money,
it was found that they can exist in the form of information
in the middle of computer networks (network-based),
as well as have an additional connection with a smart
payment card (card-based). Cryptocurrency is a certain
amount of information in electronic form, which is
represented using a cryptographic key with a size of
256 bits, in which 33 characters are encoded, for ex-
ample, 1bq9qza7fn9snscyjqb3zcn46bibtkt4ee — the first
digit: one or three is not included in the calculation.
Thus, in this matter, cryptocurrency is similar to elec-
tronic money [14]. From the standpoint of anonymity,
electronic money comes with certain requirements for
user identification, i.e., personalisation and without
such requirements (anonymous). Yet again, there are
some similarities in this issue, namely cryptocurrency
is completely anonymous. It is not possible to iden-
tify who and to whom such funds were transferred,
but users can make sure that they received funds from
a particular person.

If one analyses the issuer of funds, then electronic
money can be fiat, included in the state financial system
as separate payment subsystems and denominated, and
always in the national currency of a particular country.
At the same time, they can be a private currency that
recognises their value in this state, but always needs
to be exchanged for the currency of the state, for ex-
ample, as WMR - roubles and WMU - Hryvnia. Any
cryptocurrency has no issuer. This system functions
in such a way that it is possible to increase the number
of funds in a logarithmic progression until the figure
of 21 million is reached. Therefore, to ensure a suffi-
cient amount of funds, bitcoin is divided to the eighth
decimal place. The smallest unit of measurement is
0.00000001 BTC and is called Satoshi. On currency
exchanges, traders know that the smallest unit of mea-
surement for changes in the exchange rate is 0.0001
and is called Peeps [15].

Most foreign companies use cryptocurrency
for investment purposes, or accept it as a means of
payment. This has led to an urgent need for managers
to develop accounting standards, consider this feature
of the modern economic world, and develop mecha-
nisms to regulate how they are reflected in financial
statements. The lack of particular guidelines and meth-
odology has led to various accounting methods used
in practice, which have created considerable issues for
developers of financial statements. This has compelled
the management to understand exactly where to reflect
cryptocurrency, since independent decision-making
destroys such stages of accounting as continuity,

measurement, registration, which contributes to the
emergence of scraps of accounting procedures on the
market. Furthermore, these challenges can lead to revenue
management opportunities or increased information
asymmetrybetween stakeholdersand organisations.In
the future, this leaves a certain imprint on the comparison
of enterprises with each other, for example, at the level
of income, because some enterprises will use and ac-
count for cryptocurrencies, while others will not rec-
ognise it. At the same time, any cryptocurrency can be
exchanged for real money, that is, get additional income
that must be taxed [15].

Currently, there is a debate among researchers
about what to consider cryptocurrency assets and the
cryptocurrency itself. Two approaches were developed
for accounting and taxation of such a specific asset.
The first is to recognise cryptocurrencies as commodi-
ties that can be exchanged for other commodities. Then
such transactions should be subject to the basic value-
added tax rate of 20%. The second is to define crypto-
currency as a financial instrument and consider it as
a type of modern money. When performing taxation,
it is necessary to use the income tax rate of 18% for
enterprises or for individuals to apply the personal in-
come tax rate of 18%.

To solve the problems associated with accounting
and taxation of cryptocurrencies, it is necessary to define
the object. For example, the committee on International
Financial Reporting Standards recognised that cryp-
tocurrency cannot be identified with cash or financial
assets, but suggested that it should be classified as an
intangible asset [16]. The International Financial Re-
porting Interpretations Committee (IFRIC) is a fairly
influential body in the international financial system.
According to the IFRIC's conclusions, cryptocurren-
cy constitutes a non-monetary asset without physical
embodiment [16]. Cryptocurrency cannot be considered
securities, since it does not give the owner contractual
exchange rights. The authors of this study emphasise
that the IFRS document on the status of cryptocur-
rencies is of a recommendatory nature and reflects
only the Committee's opinion. Back in 2014, the State
of New York recognised Bitcoin as intangible property,
and the State of Nevada also signed a corresponding
agreement on its recognition.

Until the legal status of cryptocurrencies in
Ukraine is determined, it is not possible to single out
a common opinion among researchers concerning the
accounting of transactions with this type of asset. Factually,
any cryptocurrency constitutes a source code, which is a
cryptocurrency key, and it is this key that is the object of
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ownership rights. It can be used as a means of exchange
that functions in the blockchain system as accounting
units. Furthermore, all assets related to cryptocurrency
are stored on separate wallets. For example, Bitcoin -
BTC is stored on emcd.io, and the Bitcoin Cash - BCH
is stored in the pool.viabtc. In other words, it is nec-
essary to reflect the wallet as a non-current tangible
asset, and any cryptocurrency as an intangible asset.
Thus, it can be concluded that in accounting,
transactions related to cryptocurrency should be re-
flected as ordinary intangible assets. That is, the ac-
quired (created) intangible assets must be credited to
the balance sheet of the enterprise at the initial cost,
comprising the cost (acquisition) and other expens-
es associated with this asset. The question of the cost
of accounting for cryptocurrencies is problematic,
since in Ukraine and in the world, there are no clear
standards in the field of cryptocurrencies. Valuation of
intangible assets constitutes a very complex issue, which
is conditioned upon the specificity of this category,
the lack of valuation standards, an underdeveloped active

market that is ever-evolving, new cryptocurrencies are
being designed - all this hinders an adequate assess-
ment. Too strict regulation of the current accounting
legislation in developed countries such as the United
States, Germany, Canada, and the United Kingdom
does not contribute to the development of an objective
assessment of the value of cryptocurrencies [17].

Thus, cryptocurrency and the establishment of
ownership rights to its use, management of a partic-
ular enterprise or individual for accounting purposes
is understudied. It is proposed to determine the ways
of receipt to understand the historical value of cryp-
tocurrency, registration and its further application. It is
established that an intangible asset should be identified
by various ways of receipt: exchange, gratuitous receipt,
contribution to the authorised capital by a participant,
receipt as a result of a merger of enterprises. Table 1
demonstrates the main options for receiving crypto-
currency to the enterprise, reflecting the main ledgers
to be used.

Table 1. Main ways of receipt and options for reflecting cryptocurrencies in accounting

Receipt paths

Ledgers

Exchange for a similar IA*

127 “Other intangible assets” —
cryptocurrency

1 Exchange Exchange for non-similar 1A 117 “Other non-current tangible
assets” — cryptocurrency wallet
. Initial cost-fair value at the date 424 “Non-current assets
2 Free receipt

and time of the transaction

received free of charge”

Participant's

Initial cost = fair value agreed

3 contribution to the D127 K46
: . by the founders
authorised capital
4 Reception as a resu.It of Initial cost = fair value
a merger of enterprises
Cryptocurrency The cost of mining expenses
5 generated by its own (Expenses for ASIC purchases; D 425 K 127

information and
technological means

electricity costs; internet traffic
costs)

Note: IA — intangible asset
Source: compiled by the author based on [7; 12]

O. Augustova [7] suggested accounting for cryp-
tocurrency as electronic money, using accounts 315
“Special accounts in national currency”, 127 “Other
intangible assets” Considering cryptocurrency as a fi-
nancial investment, it is necessary to use items 143
“Investments to unrelated parties”, 352 “Other current

financial investments” or account them as part of ac-
counts receivable per item 377 “Settlements with other
debtors” And in the balance sheet, the value of such
assets should be reflected in item 1165 “Money and its
equivalent” [12].

Control over the turnover of cryptocurrencies
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should be carried out by the National Bank of Ukraine,
and all transactions with it must be taxed. Cryptocur-
rency is not a completely legal tender, as most compa-
nies in the world do not yet work with it. It is also not
recognised as a means of payment in many countries
at the legislative level. In particular, the Central Bank
of Finland stated that Bitcoin is neither a currency
nor even an electronic means of payment, since such
objects must have an appropriate issuer responsible
for their activities. The Central Bank of China also
banned any operations with virtual currency, noting
that this is an unlawful means of payment that has no
legal status. Notably, Bitcoin does not even have a legit-
imate developer (only their alias is publicly known),
and therefore this confirms that this object is outside
the legal framework so far [18].

The way cryptocurrency is recognised will directly
affect its further accounting, crediting to the company's
balance sheet and further operations related to taxation.
If a legislative decision is made to recognise crypto-
currency as an intangible asset, then it is worth apply-
ing the usual operations for this procedure [19]. And
if it is recognised and credited to modern money, then
income tax or personal income tax should be used.
The solution to the tax process lies in determining and
improving the legal status of cryptocurrencies, amend-
ing the Tax Code of Ukraine. Introduction of a single
mechanism for recognising the object of accounting
and the tax base. After certain changes associated with
the recognition of a cryptocurrency, it is necessary
to determine its place in accounting. For example, if
cryptocurrencies are considered money, then it should
be reflected in line 1165 “Money and its equivalent” [12].
If cryptocurrency is defined as other current financial
investments, then the account 352 should be used, and
respective reflection be made in the financial statements
in item 1160 “Current financial investments” [7]. For
accounting purposes, it is appropriate to identify the
value of cryptocurrencies available on the wallet at the
disposal of the enterprise at each reporting date [20],
which determines further research towards evaluating,
re-evaluating, markdown, and revaluation of crypto-
currencies.
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of relations between investors and market participants
with cryptocurrencies, was taken in the form of a Con-
cept of State Regulation of Operations with Crypto-
currencies in Ukraine.

Notably, in Ukraine, the issue of developing statu-
tory regulation of cryptocurrency operations and rela-
tions is urgent. The lack of legal regulation of operations
with encoded currency does not allow the National Bank
of Ukraine and other bodies to control, guarantee, and
protect against abuse of such operations, although the
fact of their implementation in the business sector is
indisputable. This requires amendments to the Tax Code
of Ukraine and the development of a tax system for this
process. The legislative vacuum is a springboard for abuse
of power and a hindrance of the country’s development.
It is crucial that the legal side keeps up with the techno-
logical side, for effective scaling of business in Ukraine
and interaction of regulatory authorities with such a
business. Given the evolution of economic relations in
society, the tax system should also evolve. Prospects for
turther research are to develop the accounting display
of cryptocurrency depending on the method of its re-
ceipt to the owner, for example, by mining, exchanging
for money or another asset. Separate research is required
on the taxation of operations with cryptocurrencies.

[1] Kornieiev, V., & Cheberiako, O. (2018). Crypto currencies: The age and sphere of financial innovation. Bulletin of the
Kiev National University. Taras Shevchenko. Series “Economics”, 1(196), 40-46.

[2] Fedorova, Y. (2018). Crypto currencies and their place in the financial system. Economy and Society, 15, 771-774.

[3] International Accounting Standard 2 (IAS 2) Inventories. (2010). Retrieved from https://zakon.rada.gov.ua/laws/

show/929_021#Text.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 87-95 93




Problems of Reflecting Transactions with Digital Assets in Accounting

(13]

Tzouvanas, P, Kizys, R., & Tsend-Ayush, B. (2019). Momentum trading in cryptocurrencies: Short-term returns and
diversification benefits. Economics Letters, 191, article number 108728.

Shen, D., Urquhart, A., & Wang, P. (2019). A three-factor pricing model for cryptocurrencies. Finance Research
Letters, 34, 52-60.

Petruck, O., & Novak, O. (2017). The essence of cryptocurrency as a methodological premise of its accounting display.
Bulletin of Zhytomyr State Technological University. Series “Economics, Management and Administration”, 4(82), 48-55.
Augustova, O. (2018). Economic content of cryptocurrency and its accounting in Ukraine. Economy and Society, 18, 844-849.
Fostolovich, V. (2018). The mechanism of cryptocurrency management in the enterprise accounting system. Effective
Economics, 5, Retrieved from http://www.economy.nayka.com.ua/?op=1&z=6324.

Lecgenchyc, S., & Semenec, A. (2017). Accounting for electronic money transactions: Methodological aspect. Scientific
Bulletin of Kherson State University. Series “Economic Sciences”, 23(3), 144-147.

Tarasova, T., Usatenkob, O., Makurin, A., Ivanenko, V., & Cherchata, A. (2020). Accounting and features
of mathematical modeling of the system to forecast cryptocurrency exchange rate. Accounting, 6, 357-364.
doi: 10.5267/j.a¢.2020.1.003.

Derun, L., & Sklyaruk, I. (2018). The ontological aspects of the essence of cryptocurrency and its display in accounting.
Scientific Notes of Ostroh Academy National University. Series “Economics”, 11(39), 163-170.

Pieters, G., & Vivanco, S. (2017). Financial regulations and price inconsistencies across Bitcoin markets. Information
Economics and Policy, 39, 1-14.

Bouri, E., Molnar, P,, Azzi, G., Roubaud, D., & Hagfors, L.I. (2017). On the hedge and safe haven properties of Bitcoin:
Is it really more than a diversifier? Finance Research Letters, 20, 192-198.

Feng, W., Wang, Y., & Zhang, Z. (2018). Informed trading in the Bitcoin market. Finance Research Letters, 26, 63-70.
Phillip, A., Chan, J.S.K., & Peiris, S. (2018). A new look at Cryptocurrencies. Economics Letters, 163, 6-9.

Strauss, W., & Howe, N. (2000). Millennials rising: The next great generation. New York: Vintage Books.

Chaum, D. (1983). Blind signatures for untraceable payments. In D. Chaum, R.L. Rivest, A.T. Sherman (Eds.),
Advances in cryptology (pp. 199-203). Boston: Springer.

Dwyer, G. (2015). The economics of Bitcoin and similar private digital currencies. Journal of Financial Stability, 17, 81-91.
Adhami, S., Giudici, G., & Martinazzi, S. (2018). Why do businesses go crypto? An empirical analysis of initial coin
offerings. Journal of Economics and Business, 100(C), 64-75.

Pashkevych, M., Bondarenko, L., Makurin, A., Saukh, I., & Toporkova, O. (2020). Blockchain technology as an
organization of accounting and management in a modern enterprise. International Journal of Management (IJM),
11(6), 516-528.

Cnucok BUKOPUCTAHUX JdKepen

Koprees B., Yebepsxo O. Kpunrosamorn: Bik Ta cepa pinancoBux inHoBauiit. Bicnux Kuiscvkozo HayionanvHozo
yrisepcumemy. Tapaca Illesuenka. Cepis: «Exonomika». 2018. Bur. 1, Ne 196. C. 40-46.

®epoposa 0. Kpunroamoru ta ix Miciie y pinancosiit cucremi. EkoHomixa ma cycninocmeo. 2018. Bum. 15. C. 771-774.
Mixuapoguuit cTaHpapt 6yxrantepcbkoro o6miky 2 (MCBO 2) «3amacu». URL: https://zakon.rada.gov.ua/laws/
show/929_021#Text (gara 3BepHenHs: 19.08.2020).

Tzouvanas P, Kizys R., Tsend- Ayush B. Momentum trading in cryptocurrencies: Short-term returns and diversification
benefits. Economics Letters. 2019. Vol. 191. Article number 108728.

Shen D., Urquhart A., Wang P. A three-factor pricing model for cryptocurrencies. Finance Research Letters. 2020. Vol. 34.
Article number 101248.

[Terpyk O., HoBak O. CyTHiCTb KPMOTOBATIOTH SIK METORONOTIYHOI ImepenyMoBHM ii 06IIKOBOTO BifoOparkeHHS.
Bicnux JKumomupcokozo OepicasHozo mexHonoeiunozo yHisepcumemy. Cepis: «Exonomixa, ynpasninus ma
aominicmpysannsi». 2017. Buir. 4, Ne 82. C. 48-55.

AprycroBa O. EkoHOMiuHMIT 3MicT KpunToBamoTy Ta ii 061k B Ykpaini. Exonomixa ma cycninvcmeo. 2018. Bum. 18.
C. 844-849.

docronosuu B. MexaHisM ynpaBliHHA KPUIITOBAJIIOTOI B CUCTeMi OyXraaTepchbkoro o6MiKy mMifjIIpueMcTBa.
Egexmuena exonomixa, Ne 5. URL: http://www.economy.nayka.com.ua/?op=1&z=6324 (zata 3seprents1: 01.09.2020).
Jlerenuyk C.®., Cemererp A.I1. O6mikoBe BifoOpakeHHsI OIepaLiiil 3 eIeKTPOHHMMI IPOLINMA: METOLUYHIIL aCIIeKT.
Hayxosuti sichux Xepcorcokoeo depacasroeo yHisepcumemy. Cepist «Exonomiuni Hayku». 2017. Burr. 23, Ne 3. C. 144-147.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 87-95 94




Makurin

Accounting and features of mathematical modeling of the system to forecast cryptocurrency exchange rate / T. Tarasova et al.
Accounting. 2020. Vol. 6. P. 357-364. doi: 10.5267/j.ac.2020.1.003.

Derun L, Sklyaruk I. The ontological aspects of the essence of cryptocurrency and its display in accounting. Scientific
Notes of Ostroh Academy National University. Economics Series. 2018. Vol. 11, No. 39. P. 163-170.

Pieters G., Vivanco S. Financial regulations and price inconsistencies across Bitcoin markets. Information Economics
and Policy. 2017. Vol. 39. P. 1-14.

On the hedge and safe haven properties of Bitcoin: Is it really more than a diversifier? / E. Bouri et al. Finance Research
Letters. 2017. Vol. 20. P. 192-198.

Feng W., Wang Y., Zhang Z. Informed trading in the Bitcoin market. Finance Research Letters. 2018. Vol. 26. P. 63-70.
Phillip A., Chan J.S.K., Peiris S. A new look at Cryptocurrencies. Economics Letters. 2018. Vol. 163. P. 6-9.

Strauss W., Howe N. Millennials rising: The next great generation. New York: Vintage Books, 2000. 432 p.

Chaum D. Blind signatures for untraceable payments. Advances in Cryptology / Ed. by D. Chaum, R.L. Rivest,
A.T. Sherman. Boston: Springer. 1983. P. 199-203.

Dwyer G. The economics of Bitcoin and similar private digital currencies. Journal of Financial Stability. 2015. Vol. 17.
P. 81-91.

Adhami S., Giudici G., Martinazzi S. Why do businesses go crypto? An empirical analysis of initial coin offerings.
Journal of Economics and Business. 2018. Vol. 100(C). P. 64-75.

Blockchain technology as an organization of accounting and management in a modern enterprise / M. Pashkevych et al.
International Journal of Management (IJM). 2020. Vol. 11, No. 6. P. 516-528.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(2), 87-95 95




UDC [336.225.6:330.322]«311»
DOI: 10.31339/2313-8114-2020-7(2)-96-107
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IHBECTULINHUX NpoLeciB Ha YKPalHCbKUX 3eMJIsIX 3a KHAXKUX YaciB
BikTopisa BacuniBHa PyaeHko

JBH3 «KuiBcbkni HalioHaIbHUI €KOHOMIYHUI yHIBEepCUTET iMeHi Baguma FetbMaHa»
03057, npocn. Nepemoru, 54/1, M. KniB, YkpaiHa

AHoTauif. BuBueHHs [Kepen HAIIOBHEHHsS i HAllpsAMiB BUMKOPMCTAHHA KHsDKOI Ka3HM Ta IX BIUIMB Ha PO3BUTOK
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peryIoBaHHA iHBeCTMLINHMX IIpolieciB Ha YKpaiHCbKiil Tepuropii 3a xHmxmx vacip (IX-XIV cr.). Crenudixa
HayKOBMX 3aBJjaHb, 10 CTAHOB/IATH IIpeIMeT JOC/iP)KEHH, BUMarajaa BUKOPUCTAaHHA KOMIUIEKCY CIellia/IbHuX
MeTOJiB (eMIipUYHMX, TEOPETUYHNUX, TEOPETUKO-eMIIPUYHNX), 3aCTOCYBAHHA SAKVUX JJOIIOMOIJIO IIPOaHasIi3yBaTn
icropmuHi acmekTy posBUTKY (icKaJbHOIO MeXaHi3My Ta JlOro BIUIMBY Ha 3[i/iCHeHHs iHBecTHILIil y mepion
icnyBanus KuiBcokoi Pyci. ITif wac gocmipkenss 3’sicopano crienngiky GyHKI[iOHYBaHHS CK/IajoBUX (hicKaabHOTO
MeXaHisMy, 30KpeMa JOXOJiB i BUJJaTKiB KHAK0I KagHI. BcranoBneHo, o y JJaBHbOPYChKIli ieprKaBi JOXOM KHAXKO1
KasHU 371e6i/1b1oro (opMyBaICh i3 MOJJATKOBYUX JPKepel, @ TAKOK HaXOAVIIN BiJi TOCIOAPChKOL, CYHOBOI, BilIcbKOBOI
Ta TOPTOBe/IbHOI Ais/IbHOCTI Jlep>kaBu. BusB/IeHO, 110 BUATKY KHAKOI Ka3HM CIIPAMOBYBA/IMCDh Ha 3a0e3leyeHHs
He JIMIIIe iep)KaBHUX IOTPeO, a I 0cOOMCTUX HOTpeb KHA3S Ta IOro APY>KMHI. BusHaueHo, 1110 icHyBam 71 JO[aTKOBi
IXeperna 3abe3ledeHHs Iep>KaBHMX IOTped, 30KpeMa HaTypajlbHi MOBMHHOCTI. I3 IPUXOJOM MOHTOJIO-TaTap Ha
YKpaiHChKi 3eMJIi, (ickanbHMII MeXaHi3M 3a3HaB 3MiH, aJpKe 3aBOJOBHMKY 3alIpOBAJV/IM BJIaCHI IIOJATKOBI IIATeXi,
sAKi 36Mpanuch Ha 3a0BOIeHHA 0Tpeb 3omoToi Oppy. BuaaTku O10KeTy MOHIOTIO-TaTapChKOI lepyKaBy pPeaTbHOro
BIUIVBY Ha {HBECTMLINHMIT PO3BUTOK YKPAIHCHKUX TEPUTOPIil He 3AIMICHIOBANN, ke 3a0e3IevyBany BUKIIOYHO
noTpebyu fep>xaBu-3aBoitoBHMKA. [IpakTH4Ha HiHHICTD JOCTIPKEHHS [TOJIATa€ B TOMY, 1110 IPOBEJEeHNUIT iCTOPUYHMI
aHaJIi3 03BO/IVB 3’ ICyBaTy MeXaHi3M BIUIMBY (icky Ha iHBecTuIiitHi mpouecy y Kuicpkiii Pyci, eieMeHTI SIKOTO MOXXYTh
Oy Ty 3aIpoBajpKeHi i B cydacHUX yMmoBax. Takumil BIUIMB 3/i/ICHIOBABCS 32 PaXyHOK Ii/IbIOBOTO ONOAATKYBaHHS,
3allpOBAJKEHHA iHBECTULITHO OPi€HTOBAHMX IIOBMHHOCTE i BUIiIEHHSA KOIUTIB i3 KHAXKOI Ka3HU

KntouoBi cnosa: ¢ick, iHBecTnIii, KHsDKa Ka3Ha, JOXOAY Ka3HM, ITOJJaTKY, BUJATKY Ka3HM
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Abstract. The study of the sources and areas of use of the princely treasury and their impact on the development of
investment processes in the times of Kyivan Rus becomes particularly relevant, because it allows finding out whether
this process was carried out chaotically, or had clear rules and order. The purpose of the study is to consider the
peculiarities of the establishment and operation of the tax mechanism for regulating investment processes on the
Ukrainian territory in princely times (9'"-14" centuries). The specifics of the scientific tasks that make up the subject
of research required the use of a set of special methods (empirical and theoretical), the use of which helped to analyse
the historical aspects of the development of the fiscal mechanism and its impact on investment during the existence
of Kyivan Rus. The study clarified the specifics of the operation of the components of the fiscal mechanism, including
revenues and expenditures of the prince's treasury. It is established that in the Kyivan Rus, state treasury revenues
were mainly formed from tax sources and came from economic, judicial, military, and commercial activities of the
state. It is revealed that the expenses of the princely treasury were directed to meet not only state needs, but also the
personal needs of the prince and his wife. It is determined that there were also additional sources of providing for state
needs, in particular, in-kind duties. With the arrival of the Mongol-Tatars on Ukrainian lands, the fiscal mechanism
changed, because the conquerors introduced their own tax payments, which were collected to meet the needs of
the Golden Horde. The budget expenditures of the Mongol-Tatar state did not have a real impact on the investment
development of the Ukrainian territories, because they provided exclusively for the needs of the conquering state.
The practical value of the study is conditioned by the fact that the historical analysis revealed the mechanism of fiscal
influence on investment processes in Kyivan Rus, elements of which can be introduced in modern conditions. This
impact was implemented through preferential taxation, the introduction of investment-oriented duties, and the
allocation of funds from the princely treasury

Keywords: fisc, investments, princely treasury, treasury income, taxes, treasury expenses

Introduction

The genesis of the Ukrainian state shows that in differ-
ent historical periods of socio-economic development,
individual functional, and structural components of the
fiscal mechanism for regulating investment develop-
ment were formed and implemented together with the
state and corresponded to the specifics of a particular
historical era: the social structure, methods of farming,
sources of filling and areas of using the budget, forms
of taxation, and methods of financing the budget. The
first manifestations of the establishment and operation

Suggested Citation:

of the fiscal mechanism on Ukrainian lands can be
observed in the time of Kyivan Rus - the state formation
of East Slavic and Finno-Ugric tribes under the rule
of princes of the Rurik dynasty, which existed from
the 9™ to the 13™ centuries. Now the study of the fis-
cal mechanism of Kyivan Rus is of great importance,
especially in the context of the fact that it was at that
time that the first manifestations of regulation of in-
vestment processes appeared due to fiscal instruments
that are still relevant today.

Rudenko, V.V. (2020). Origin and development of the fiscal mechanism of regulation of investment processes in the Ukrainian
lands in princely times. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 96-107.
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The question of fisc in Kyivan Rus was considered
by many Ukrainian and foreign researchers. Thus, di-
rect taxes as elements of the fiscal mechanism of Ky-
ivan Rus were studied by A.Yu. Dvornichenko [1; 2],
A.Ye. Shevchenko, S.V. Kudin [3], A.A. Nastyuk [2;
4], EO. Yaroshenko, V.V. Pavlenko, V.P. Pavlenko [5],
PV. Tsymbal [6], S.N. Temushev [7]. LI Berezhniuk [8],
K.K. Arsenev [9], and V.V. Piliaeva [10] focused their
research on indirect taxes as components of the fiscal
mechanism of princely times. Many researchers con-
sidered individual revenue components of the fiscal
mechanism of Kyivan Rus, in particular, revenues from
judicial activities were studied by A.O. Inshakova, and
L.A. Turbina [11], A.L. Horoshkevich [12]; military rev-
enues were considered by N.P. Kucheriavenko [13],
A.A. Nastyuk [14]; revenues from the princely domain
were outlined by I.Y. Boyko [15], S.V. Yushkov [16].
The influence of profitable fiscal instruments on the
investment development of Kyivan Rus was studied by
V.V. Nebrat [17]. Additional sources of providing for
the needs of the state in princely times were investigated
by S.M. Solovev [18], K.K. Arsenev [19; 20], V.A. Kli-
uchevskii [21]. The fiscal mechanism on Ukrainian
lands during the Mongol-Tatar invasion was studied
by V.M. Lytvyn [22], A.V. Tolkushkin [23], L.H. Berezh-
niuk [24], S.G. Vereshchagin [25], I.P. Petrushevskii [26],
LI Podik [27]. Despite a large number of studies, re-
searchers failed to form a comprehensive approach to
the operation of the fiscal mechanism in the Kyivan
Rus, which determined the relevance and purpose of
the study.

The purpose of the study is to investigate the his-
torical aspects of the establishment and operation of
the fiscal mechanism for regulating investment pro-
cesses in princely times, starting with the foundation
of Kyivan Rus and ending with the period of its frag-
mentation. In the furtherance of this goal, the follow-
ing tasks are set: to study the revenue tools of the fiscal
mechanism for regulating investment processes in the
Kyivan Rus, in particular by sources of development;
to investigate the revenue tools of the fiscal mechanism
for regulating investment processes in Kyivan Rus, in
particular by spending areas; to form a comprehensive
approach to the impact of the fiscal mechanism on in-
vestment processes in princely times.

Methodology

The research materials are historical literature containing
facts that characterise the history and state of function-
ing of the fiscal mechanism in Kyivan Rus, and serve as
a way to create initial ideas and initial concepts about
the influence of the fiscal mechanism on investment

processes in princely times. A thorough study of the
historical literature allowed separating the known from
the unknown, recording already developed concepts,
established facts, accumulated experience, and clearly
outlining the fiscal mechanism for regulating investment
processes in the Old Russian state.

Methods of study of the fiscal mechanism of in-
vestment processes regulation are ways of theoretical
study and practical knowledge of the processes of estab-
lishment, distribution and use of financial resources to
implement fiscal policy aimed at enhancing investment
activity. Methods of research of the fiscal mechanism
of regulation of investment processes include methods
of empirical, theoretical, and theoretical-empirical level.

Empirical-level methods are directly related to
the phenomena under consideration and are used at the
stage of forming a scientific hypothesis. In the course of
the research, such methods of empirical level as a de-
scription (recording of historical aspects of the fiscal
mechanism operation), comparison (comparison of
historical phenomena and processes that occurred in
the fiscal mechanism), observation (survey of histor-
ical facts that characterise the operation of the fiscal
mechanism).

Methods of the theoretical level allow conducting
logical studies of the collected historical facts, formulate
concepts, judgments, and draw conclusions. The research
was conducted using the following theoretical methods:
historical (studying the emergence, establishment and
development of the fiscal mechanism in chronological
order), logical (producing new statements about the
functioning of the fiscal mechanism from already es-
tablished ones), argumentation (substantiating the con-
struction of the fiscal mechanism with the help of known
historical facts, conditioned by the implementation of
certain considerations).

Methods of the theoretical and empirical level
help to identify certain reliable facts and objective
manifestations of reality in the study of processes. During
the research, the following methods of theoretical and
empirical level were used: analysis and synthesis, in-
duction and deduction, abstraction, generalisation,
analogy, concretisation and classification.

Results and Discussion

General characteristics of the fiscal mechanism of the
Kyivan Rus

Kyivan Rus as the first early Slavic state went through
two periods of development: 9*-10™ centuries — the
period of land unification under the rule of a single
prince, 11"-12% centuries — the period of develop-
ment and princely feuds caused by the invasion of the
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Mongol-Tatars [1, p. 9]. Accordingly, the fiscal mech-
anism covered two periods of development: the first
concerned the income and expenses of the princely
treasury of an independent state, and the second char-
acterised the income and expenses of the Khan's trea-
sury of the Golden Horde, under whose power the
fragmented lands of Rus fell.

Kyivan Rus, on the one hand, was one of the
largest state entities and constantly fought for a dom-
inant position in Europe, so its fiscal mechanism was
focused on meeting military and foreign policy needs.
On the other hand, Kyivan Rus was a monarchy; so its
fiscal mechanism met the needs of the prince and his
wife. The impact of the fiscal mechanism on investment

development was minimal, which was conditioned by
the specifics of the socio-economic development at that
time. In general, the fiscal mechanism in Kyivan Rus was
at the stage of its origin, so it covered separate revenue
and expenditure instruments (Fig. 1). It should be noted
that the fiscal mechanism of Kyivan Rus was inextri-
cably linked with the princely treasury, the prototype
of the modern budget. Moreover, the private treasury
of the prince and the state treasury of Kyivan Rus were
a single whole, so the financial resources accumulated
in the princely treasury were directed both to meet the
personal needs of the prince and his wife, and to meet
national needs.

REVENUE EXPENSES ADDITIONAL SOURCES
TO MEET THE NEEDS
OF THE STATE
Direct taxes
Maintenance ) Payoff, spoils
of the prince of war
Indirect taxes
Upkeep Foodstuff, lovche,
of the army tiunschina
Court fees
Maintenance
of the state
Military revenues PRINCELY
TREASURY
Establishment
of international
Trading relations
income
Meeting the
. spiritual needs | (€— Tenth
Domain of society
revenue
Development
Other income of investment < Mostovschina
processes

Figure 1. Components of the fiscal mechanism of Kyivan Rus

Source: developed by the author

Revenue instruments of the fiscal mechanism of Kyivan
Rus

The profitable instruments of the fiscal mechanism of
Kyivan Rus fully corresponded to the socio-political and
economic conditions of that time, so the vast majority

were formed due to military, trade, and judicial activ-
ities. The princely treasury was formed mainly at the
expense of taxes, although there were tax and non-
tax payments that did not go directly to the treasury
(“tenth”, “mostovschina’, “lovche”), but were managed
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to finance specific state needs (spiritual, investment,
managerial).

The main direct tax in Kyivan Rus was tribute.
Notably, at the beginning of its existence, the tribute
was an indemnity from the defeated tribes and was
irregular in nature, but over time it was transformed
into a systematic direct tax. The specifics of taxing
tribute in the Kyivan Rus consisted in two ways of
collecting it: “polyuddya” — by equipping the princely
army to collect tax and “povoz” — by bringing the tax
directly to the prince.

A.Ye. Shevchenko, S.V. Kudin, A.A. Nastyuk
suggest that since the time of Prince Oleh, “polyuddya”
was carried out by moving four princely troops through
the territories of conquered tribes [3, p. 186]. More-
over, the prince himself, as a rule, did not go to collect
tribute. He collected tribute personally only when he
conquered the lands, while simultaneously setting the
amount of tribute, while its further collection was carried
out by the princely troops [3, p. 162]. The latter left Kyiv
at the end of autumn and went to certain places on
the conquered lands, which were called “pogost”, for
the winter to collect tribute brought there, and for the
administration of justice. Tribute was paid in-kind by
resources (furs, hides, honey, livestock, grain) that were
necessary for trade. The resources that were collected
for the prince's army were valuable as a commodity that
could be sold abroad. By themselves, the resources did
not have value, because they were collected in large
volumes, so they could not be sold at a high price on the
territory of Kyivan Rus, but they acquired significant
value on foreign markets [3, p. 150]

At the beginning of spring, the troops returned
to Kyiv, where they left part of the tribute to the prince,
and then went to Byzantium to trade goods paid as
tribute. The princely troops stayed abroad all summer
and returned to Kyiv in the fall, where they paid a tenth
of their income from trade to the prince. This process
of collecting and then selling tribute by the princely
troops was called “kruzhinnya”. In general, “polyuddya”
was quite spontaneous, which did not differ much from
raids to obtain military loot. According to FO. Yaro-
shenko, V.V. Pavlenko, V.P. Pavlenko, “polyuddya” had
other negative features, in particular, unsettled size,
arbitrariness of collection, collection by persons who
are personally interested in the maximum income [5,
p. 54]. Fiscal pressure, which increased every year,
caused not only protests, but also uprisings against
princely arbitrariness. One of these uprisings led to the
murder of prince Thor by the drevlyans.

Princess Olga, realising the shortcomings of
collecting tribute, in 946-947 carried out the first tax

reform in the history of Ukrainian lands, which regu-
lated the collection of tribute and transformed “poly-
uddya” into “povozne”. Olga created administrative and
financial centres for collecting tribute based on “pogost’,
appointed permanent collectors of tribute, established
“lessons” and “charters” that determined the content
and amount of tribute. As noted bu P.V. Tsymbal, les-
sons should be understood as a list of duties that es-
tablished the amount and term of payment of tribute,
and charters - the definition and interpretation of the
procedure for collecting it [6, p. 15].

“Pogost” turned from places of temporary stops
of the princely army into centres of permanent princely
administrative and financial management. It was in the
pogost that the collection of tribute was concentrated,
while the functions of collecting tribute and judicial
functions were assigned to special officials — tiuns.
S.M. Temushev notes that the pogosts ceased to exist
either at the end of the 10™ century, due to the tran-
sition of their function to cities, or at the end of the
12 century, due to the spread of princely and boyar
land ownership [7, p. 110-111]. A.Yu. Dvornichenko
notes that despite the introduction of “povozne”, some
appanage princes of later times continued to collect
tribute by the method of “polyuddya” almost until
the 15" century [2, p. 189]. In general, Princess Olga's
reforms contributed to the institutionalisation of the
socio-political life of Kyivan Rus, created a stable tax
system that was able to ensure the stability of princely
finances. Olga also initiated stable revenues to the trea-
sury from her own princely possession (domain).

The next tax reform took place in the time of
Vladimir the Great, who established a fixed distribution
of tribute between Kyiv (the princely treasury) and the
conquered territories: 2/3 transmitted to Kyiv and 1/3
remained in place. According to A.A. Nastyuk, Prince
Vladimir pursued a policy of financial exsanguination
of the conquered lands, undermining their financial
independence, which hindered the process of disinte-
gration of Kyivan Rus, because it is difficult to fight for
independence without having financial resources [4,
p- 38]. However, according to the author, the economic
development of the conquered territories in the time
of Vladimir the Great reached such a level that indi-
vidual lands could resist Kyiv, and their rulers were
tempted not to give two-thirds of their income to the
princely treasury. This was one of the reasons for the
princely feuds and the subsequent collapse of Kyivan Rus.

Evidently, in such a large state as Kyivan Rus,
direct taxes were not enough to meet all its needs.
Therefore, to fill the princely treasury, a significant
number of indirect taxes were introduced, which were
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collected exclusively in monetary form. As noted by
Ye.M. Rudnichenko, the first mention of customs
payments relate to the reign of Prince Oleh, but the
regulation of their collection was carried out by the
norms of customary law, until it was finally defined in
the Old Russian Law during the reign of Yaroslav the
Wise [8, p. 320]. The evolution of customs payments
in Kyivan Rus began with the concept of “myt”, which
meant the place where carts and boats stopped; then
it became the generic name of all trade and travel du-
ties. During the Mongol-Tatar invasion, the concept
of “tamga” was introduced and the trade meaning of
“myt” passes to it, and “myt” turned into an exclusively
travel toll levied when transporting goods through in-
ternal outposts [9, p. 607-608]. “Myt” was collected for
the right to transport goods on carts and carts (“suhyi
myt”) and for the right to transport goods on boats and
ploughs (“vodyanyi myt”). Until the 13" century, tolls
were collected only in large cities (Kyiv, Novgorod),
and from the 13" century, it spread to smaller terri-
torial entities.

Other customs payments were also introduced
in Kyivan Rus, in particular during the transportation of
goods. Thus, the toll that was levied on boats moored
to the shore was called “berezhne” (coastal), and the
duty that was levied on people, goods and animals
transported from one bank of the river to the other
was called “pereveiz” (transport) [10, p. 53-54].

During the reign of Yaroslav the Wise, the col-
lection of norms of ancient Russian law “Russkaya
Pravda” adopted by him defined a number of court
fees and monetary compensation in favour of the
prince, the judge, and the victim, which were aimed at
satisfying the interests, first of all, of the injured party.
Later, according to A.O. Inshakova and I.A. Turbina,
this goal changed to enriching the state treasury, and
later, as state power strengthened and punitive measures
developed, judicial monetary sanctions were applied
for the purpose of intimidation [11, p.21].

Court fees and monetary compensation included:
“vira” (monetary remuneration in favour of the prince,
which was paid by a person for the murder of a person
or someone else's animal), “dyka vira” (monetary remu-
neration in favour of the prince, which was paid by the
community in case of detection of a human or animal
corpse on its territory, if the identity of the criminal
was not established), “poluvira” (monetary remuneration
in favour of the prince, which was paid by a person for
committing injuries to a person), “prodazh” (monetary
recovery in favour of the prince, which was paid to
the guilty for violating personal other people's rights
(except for murder)), “urok” (monetary compensation

for causing damage, which was established for most
crimes and paid for material damage suffered by the
owner of any object because of the crime), “golovsh-
chyna” (monetary compensation to the victim, the
amount of which was not determined by law and ini-
tially depended on the mutual agreement of the of-
fended person with the offender, and subsequently
determined by the court based on a complaint from
the offended party), “pomichne” (fee for the introduc-
tion of a court case), “zalizne” (fee from the appealed
person who was deprived of his liberty and chained in
iron shackles), “povynne” (toll from the defendant or
a party who pleaded guilty without bringing the case
to court) and “peresud” (toll for consideration of the
case) [6, p. 19-20; 11, p. 21-22; 12, p. 99].

Since Kyivan Rus was a warlike state, the princely
treasury received significant revenues from aggressive
activities, including gifts and military loot. Gifts were
a reward to the prince from the conquered tribes for
protecting and maintaining peace, they were collected
in the form of a one-time, extraordinary fee when the
prince entered and left any city (area), and when the
prince ascended the throne [13, p. 323]. Spoils of war
were collected in two cases. The first case involved
making peace with a hostile tribe (country) and receiving
a ransom. The payoff was provided for each soldier
(alive or dead) who participated in military operations
and had to cover the costs of maintaining the princely
army. A.A. Nastyuk notes that a tenth of the payoff for
each soldier should go to the princely treasury [14,
p. 51]. The second case involved a military conflict.
Under these circumstances, the princely army seized
enemy material goods by force. However, how the
distribution of military loot between the soldiers and
the princely treasury took place is not yet known for
certain.

At the end of the 10™ century, as noted by
LY. Boyko, in Kyivan Rus included the princely domain,
boyar and church domains, personal domains of church
hierarchs, lands of communities, individual family land
plots, uninhabited free (state) lands, the supreme owner
of which was the Grand Duke as the head of state [15,
p. 392]. It was domains that became administrative
and economic centres of feudal possessions and one of
the sources of filling the state treasury.

At the beginning of its existence, the princely
domain covered cities, villages, and lands (“forests”,
“perevesishche”), but in the 12% century it grew signifi-
cantly. Thus, on the Old Russian lands, large complexes
of princely possessions began to appear, the strong-
holds of which have become cities. Further develop-
ment of the princely domain took place through the
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gradual consolidation of princely cities and parishes with
territorial units that were in the general administra-
tive system of the principalities. The system of power
and subordination established in these cities and vo-
losts, the princes tried to expand to all other adminis-
trative units. The greatest success in this, according to
S.V. Yushkov, was achieved in the 12%-13"™ centuries,
when all the lands that were not part of the church and
boyar domains began to form the princely domain [16,
p. 39-40]. Consequently, the princely possessions for
a long time were an important source of providing
for the needs of the prince and his wife, and therefore
a component of the income of the princely treasury,
which was inseparable from the state.

In general, the revenue instruments of the fiscal
mechanism in the times of Kyivan Rus were focused on
filling the treasury, and not on regulating socio-eco-
nomic processes, in particular investment ones. How-
ever, N.O. Gorin claims that for the development of
craft settlements engaged in the production and pro-
cessing of agricultural products, the state provided
various tax incentives that were of an investment na-
ture [17, p. 26].

Expenditure instruments of the fiscal mechanism of
Kyivan Rus

The expenditure instruments of the fiscal mechanism
of Kyivan Rus also corresponded to the socio-political
and economic conditions of that time, so they mainly
concerned military, administrative, foreign trade, and
spiritual goals. At the same time, only the expenses
for the maintenance of the prince and his wife and
foreign trade expenses were fully financed from the
princely treasury, while other expenses were only par-
tially provided.

Thus, the maintenance of the army was carried
out in a mixed way. In peacetime, the financing of the
army was closely connected with “polyuddya”. The or-
ganisation of “polyuddya” took place in such a way that
subordinate tribes were obliged to support the prince-
ly troops, which was called the “obrok” [18, p. 37].
According to A.Ye. Shevchenko, S.V. Kudin, A.A. Nas-
tyuk, such a system allowed the princes to maintain a
large army, enrich themselves, weaken the conquered
tribes and, ultimately, strengthen the role of princely
power in the Old Russian state [3, p.186]. In wartime,
the financing of the princely army was carried out by
farming of revenues and captured loot.

To finance management costs during the reign
of Prince Igor, “kormy” were introduced, which were

called the method of keeping the prince of his judicial
officers and managers by transferring to them the right
to collect additional fees from a certain area or city.
At the same time, the localities and cities themselves
remained the property of the state (prince). For a long
time, “kormy” was carried out in-kind, and during the
transition to a centralised state, it was transferred to
the monetary form. Initially, the size of the feed was
determined either for each day, or for a week, quan-
titatively and qualitatively, or by human needs. Since
ancient times, “kormy” has been paid by the popula-
tion as a duty, regardless of whether the judge or man-
ager was hungry or not. A well-fed person no longer
needed alimentation in-kind; hence the transformation
of in-kind service into a monetary form [19, p. 784-
785]. In addition, according to V.A. Klyuchevsky, the
“kormy” also included certain fees, in particular “en-
try” (collected when the manager entered the man-
agement of the district), “permanent (annual)”, paid
in the appropriate fixed terms (Petrine, Christmas).
“Kormy” had the form of offerings, which took place
at the entrance on St. Peter's day and on Christmas
holidays by providing an appropriate amount of re-
sources [21, p. 162]. The abuses that were inevitable
during the granting of additional privileges to judges
and managers caused a number of princely measures
to protect the population from insults and untruths
of princely agents. Since the 14™ century, there were
statutory certificates of the local administration, which
were issued to the population of the relevant territory
and contained a detailed list of various types of feed,
court duties and other levies, beyond which judges and
managers did not have the right to collect from the
population. At the same time, the procedure for judicial
liability of feeders for complaints of the population
was determined. “Lovche” was charged for the main-
tenance of princely hunters, which covered not only
the in-kind support of hunters, but also the obligations
of the local population to take part in hunting [20, p. 786].
“Tiunshina” was introduced to provide for the princely
officials - tiuns, which provided for material remuner-
ation to tiuns for the performance of their duties [2,
p. 191-192].

Vladimir the Great introduced the church tithe
to finance the costs of spiritual needs, that is, the con-
struction of religious buildings, which was a tenth of
the prince's income, which was provided for the needs
of cathedral churches, in particular the construction
and maintenance of the Church of the Dormition of
the Virgin (Church of the Tithes). Later, tithing turned
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into a church tax, which was paid by the population (it
accounted for a tenth of the income of the economy of
an individual household) to support the parish clergy;

A number of duties were introduced to finance
investment expenses, i.e., for the construction of cities,
fortifications, bridges, dams, and roads. Thus, in the time
of Yaroslav the Wise, “mostovschina” was introduced,
that is, the ancient duty of all those who had land and
households to repair roads, build and fix bridges, or
pay with money instead. Even persons who were per-
manently exempt from any taxes and duties did not
stop carrying out bridge duty. Sometimes the prince
helped his subjects, taking on part of the financing of
the “mostovschina” [9, p. 345-346]. “Mostovshchina”
ensured the development of cities and the arrangement
of trade routes, which allowed turning cities into or-
ganised centres subordinate to the princely authori-
ties. This increased the trade turnover, increased the
wealth of the population, and contributed to filling
the princely treasury, from which funding for further
urban improvement was increased. In general, the ex-
penditure instruments of the fiscal mechanism of Ky-
ivan Rus were focused on ensuring the personal and
political interests of the prince, while other needs were
partially covered by identifying additional sources of
financing.

Fiscal mechanism in Kyivan Rus during the Mongol-
Tatar invasion

In the 13™-14%" centuries, the Ukrainian lands that
survived the times of princely feuds were subjected to
a Mongol-Tatar invasion. At this time, the fiscal mech-
anism provided for the needs of not only the Horde
treasury, but also the treasury of fragmented princi-
palities of the Rus. Profitable instruments of the fiscal
mechanism during the reign of the Golden Horde in
the Ukrainian territories can be divided into several
categories. The first category income contained a one-
time, periodic, and systematic tribute. According to
V.M. Lytvyn, the regular tribute in favour of the Mon-
gol-Tatars was called “kharja” in Arabic, or “chinysh”
in Turkic, or “vyhid” in Old Russian. The tribute was
qualitatively and quantitatively fixed and was paid first
in-kind, and then in the monetary form [22, p. 274].
In addition, there was a periodic tribute that bore the
Mongolian name “alban’, and a one-time extraordi-
nary tribute that bore the Mongolian name “kubchir”.
Only clergy and adult sons of priests were exempt from
paying tribute if they lived together with their parents
(22, p. 239]. O.V. Tolkushkin notes that in addition

to “kharja’, tribute was collected from the population,
which was sent directly to the princely treasury, that
is, a tribute as a state tax did not disappear, but con-
tinued to be collected together with the Horde tribute
[23, p. 19]. “Kharaj” was collected first by the baskaks —
authorised officials of the khans of the Golden Horde,
who collected in-kind and monetary duties from the
population of the conquered lands, and then by the
Russian princes themselves. Moreover, the amount
of “kharja” depended on the agreements of the grand
dukes with the khans of the Golden Horde. The sec-
ond category income included various indirect taxes
(customs payments). During the time of the Golden
Horde, the number of indirect taxes expanded signifi-
cantly, because they were collected not only by Mon-
gol-Tatar conquerors, but also by Russian princes. All
indirect taxes of that time, according to V.V. Piliaeva,
can be divided into several groups: trade, travel, service,
and penalty [10, p. 57-58].

Trade customs payments included, first of all,
“tamga’, which was paid when trading in the markets
from the price of goods determined by the duty collec-
tors. Other trade duties included: “yavka” (for goods
presented at customs), “zamyt” (for goods brought for
sale, and from money (from arrival) for the purchase
of goods), “osmnyche” (trade duty equal to 1/8 cost
of goods), “hostynne” (for imported goods that were
placed in warehouses), “poryadne” (trade duty on the
purchase and sale of certain goods, in particular honey,
caviar, fish, salt), “pyatno” (for branding horses, which
was charged to both the seller and the buyer), “vuzlove”
(for strapping goods with the application of a customs
sealorforimposingcustomsmarks), “vescheye” (forsell-
ing goods that needed weighing), “pomirne” (for the sale
of measured goods, in particular, grain) [10, p. 58-59].

Travel customs payments included: “suhyi myt”,
“vodyanyi myt”, “posazhne” (from a cart or boat loaded
with goods, depending on its size in fathoms), “pod-
duzhne” (from the number of carts), “polozove” (from
the number of sleds), “berezhne” (from boats moored to
the shore), “pogolovschina” (from the number of persons
accompanying the goods), “zadniye kalachi” (from mer-
chants who returned after selling goods), “mostove” (for
travel (passage) on the bridge), “pereviz” (for transpor-
tation of goods across the river by ferries and boats;
for transportation across mountain outposts), “proy-
izdne” (for the use of equipped roads) [8, p. 321; 10,
p. 57-58].

Service customs payments included: “komorne”
(for renting a warehouse), “gostynne” (for stopping at
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guest house), “polavochne” (for renting a trading post),
“zvalne” (for unloading a cart when weighing goods at
the outpost or for loading goods), “pidyomne” (for lift-
ing goods and installing them on a scale), “pomirne”
(for weighing bulk goods in barrels or parts thereof),
“vagove” (for weighing goods on a merchant's trade
scale), “kontrarne” (from the weight of goods), “prypusk”
(for bringing the scales into balance when weighing
goods) [10, p. 61-62].

The penalty customs payments included: “pro-
myt” (double duty, a fine that was levied for illegal
movement of goods across the borders of a state or city,
unauthorised detour of customs storeroom (gateway),
and for hiding goods and livestock from customs con-
trol to evade customs payments), “zapovid” (additional
fine for violation and smuggling (peremytnitstvo, pach-
karstvo), which was carried out by foreign or local
merchants), “promytne” (penalty for secret transpor-
tation of goods without payment of duty), “protamga”
(for non-appearance of goods at customs) [10, p. 63-64;
24, p. 306).

S.G. Vereshchagin notes that, despite a large
number of customs payments, they were not profitable
for the treasury, firstly, based on certificates, clergy,
some individuals, some cities, civil servants, etc., were
exempt from paying them; secondly, as a result of grant-
ing the princes the right to collect customs payments
to individuals and state institutions in their favour. Since
the introduction of Christianity, some of the customs
payments — for measuring and weighing — were col-
lected by the church, but then their collection was again
passed to princely officials [25, p. 190].

The third category covered fees and in-kind du-
ties for the maintenance of the Mongol-Tatar army
and the horde administrative apparatus. According to
LI.P. Petrushevsky and L.I. Podik, such tools included:
“ihdrajat” (a systematic fee that was paid to reimburse
the expenses of state institutions, the expenses of the
Khan's army, and the family of the Khan himself),
“harijiyat” (an extraordinary fee that was paid to reim-
burse the expenses of state institutions, the expenses
of the Khan's Army, and the family of the Khan himself),
“ulag” (the duty to provide postal and courier horses at
the request of the heads of the postal service to move
from one postal station to another), “ulam” (the duty to
bear the expenses of especially important messengers,
couriers and other officials who used mail), “ihdrajat”
(emergency expenses for the maintenance of the admin-
istrative apparatus), “alafe” (fodder, feed for mounted
animals of the horde army, and provisions, food, rations
for soldiers, supplied at the request of the Mongol-Tatars),
“konalga” (duty to feed Khan's messengers, officials,

nobles and military personnel, and their retinue, ser-
vants and horses that stayed in the houses of the locals),
“shiltikat” (not fixed, and arbitrarily established fees
for the local population), “daruga” (collection, usually
in-kind, for the maintenance of officials), “saveri” (man-
datory gifts, offerings to Khan's governors, officials,
military), “tagar” (duty to supply wheat, two ropes, one
white coin, arrow, horseshoe), “iagar from cattle” (duty
to give one out of every 20 heads of raised cattle to the
Khan), “nuzul” (duty to support horde ambassadors
with their retinue) [26, p.140-144; 27, p. 344].

The fourth category covered the personal duties
of the population in favour of the Mongol-Tatar state.
These included “bigar” (all kinds of duties imposed by
the rulers of regions and districts on peasants, for the
needs of the state: the construction of fortresses and
palaces, the delivery of building materials, the con-
struction of roads, irrigation channels, field work on
the arable land of rulers and rulers, etc.) and “cherik”
(conscription of military service as guardians of for-
tresses, transports, roads) [26, p.146, 149]. Notably,
even during the Mongol-Tatar invasion, there was still
a personal duty of an investment nature in favour of
the Russian princes — “mostovshchina”. Fees, personal
and in-kind duties in favour of the Mongol-Tatar con-
querors were collectively called “tatarschina”

Profitable instruments of the fiscal mechanism
during the Mongol-Tatar invasion had an impact on
investment development. Thus, V.M. Lytvyn claims that
the Muslim tax authorities introduced Kyivan Rus to
such a tax method of regulating investment processes
as the establishment of settlements (so-called sloboda)
with the provision of tax benefits to their population
to stimulate their economic development. However, this
method of fiscal regulation led to an outflow of the pop-
ulation from the princely lands. There is an assump-
tion that Prince Daniel of Galicia used the example of
settlements for the construction and development of
his northern capital - the city of Holm [22, p. 276].

Expenditure instruments of the fiscal mecha-
nism did not play a significant role in the investment
development of Ukrainian lands during the Golden
Horde, because funds were not allocated from the horde
treasury for these purposes. At the same time, the
weakened principalities did not have significant funds
to stimulate investment, which caused its impoverish-
ment and significantly slowed down the development
of all socio-economic processes. The Princes received
greater freedom in spending only when they began
to collect taxes for the Khans on their own, but there
were still not enough funds to activate investment
processes.
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After the decline of the last principality — the
Galician-Volhynian state, in the middle of the 14™ cen-
tury, most of the Ukrainian lands were divided between
neighbouring countries: Bukovina became part of the
Kingdom of Hungary, and later together with the Dan-
ube lands became part of the Moldavian Principality;
Galicia, Kholm region, Podlasie and Podillia became
part of the Polish Kingdom; Volhynia, Kyiv, Chernihiv-
Seversk, Pereyaslav lands, and later Podillia fell under
the rule of the Grand Duchy of Lithuania.

Conclusions

With the birth of statehood on Ukrainian lands, the
development of Kyivan Rus, the establishment of a fiscal
mechanism for regulating investment processes took
place, which was inextricably linked with the then
budget — the princely treasury. The fiscal mechanism
consisted of two main components — revenue and ex-
penditure. The revenue component covered directly
revenues to the princely treasury and revenues that
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Mae 3abe3levyBaTy MOXK/IMBICTb IPUITHATTA 3BaKEHNX YIPaBIiHCbKUX pillleHb, CIPAMOBAaHUX Ha ONTUMi3aliio
(YyHKI[iOHYBaHHSA iJIPUEMCTBA i J10T0 TOAAIbIINIT PO3BUTOK. [HPOpMaLis mo/0 piHaHCOBOTO CTaHy i pe3y/brariB
HisIBHOCTI Cy6’€KTa TOCIOfjapIOBaHHA IIPENCTaB/IA€ iHTepecC JyIA IIMPOKOrO KOJIa YYaCHUKIB TOCIOApCHKOrO
npouecy. Ha ocHOBI BuBYeHHs BinkpuToi 3BiTHOI iHdopMaii i KopucTyBadi MpuilMaoTh BaXK/INBi yIIpaBIiHChKI
pitenHsa. CaMe TOMy NUTAHHS, TIOB sI3aHi 3 YLOCKOHATIEHHSAM METOLUKY [OfAHHS Ta BUKOPUCTAaHHAM (PiHAHCOBOI
3BITHOCTI € aKTya/IbHUMIL. Y CTaTTi pO3ITIAAAETHCA POIIb BcebiYHOr0 (PiHaHCOBOTO aHaTi3y MiAAMPUEMCTBA, HABOJATHCSA
TEOpeTUYHi Ta IPAaKTU4Hi OCHOBM BJJOCKOHaJ/IEHHA MeTofo/oril piHaHCcOBOI 3BiTHOCTI HifnpueMcTBa. Posrisanyro
(iHaHCOBO-TOCIOAPCHKY JIis/IbHICTD MIANPMEMCTBA Ha IPUK/IAZIi TOBAPUCTBA 3 OOMEXXEHOI0 BiIIIOBITaIbHICTIO
«JII3VTHT THBECT>», 3pilicHeHO HeoOXifHi po3paxyHKH, IJO0 XapaKTepyu3yTh (iHAHCOBUII CTaH IiANIPUEMCTBA.
Amnari3 $piHaHCOBOTO CTaHy HaJla€ MOK/IMBICTb OTPYMATH OLIHKY, BUSABUTY IPYYMHY Ta (aKTOPY JOCATHYTOTO CTaHY,
HIATOTYBAaTy Ta OOIPYHTYBAaTy HPUIHATTS YIPaBIIHCbKUX pillleHb. BiH Bifirpae BaxmBy ponb y 3abesnedeHHi
edexTuBHUX HOPM TOCIIOFAPIOBAHHS, BiATIOBifa€E 3a Binbip, OLiHKY Ta iHTeppeTanilo $piHAHCOBUX, €KOHOMIYHIX
Ta IHIINX JaHUX, 1[0 BIUITMBAIOTH Ha [IPOL[eC IPUIHATTS (iHAHCOBUX pillleHb

KnioyoBi cnosa: ¢iHaHcoBa [is/IbHICTD MiNpMeEMCTBa, aHali3 (iHAHCOBOIO CTaHy, KOMIUICKCHUII aHais3,
KOHKYPEHTOCIIPOMO>KHICTb, EKOHOMIYHNII [TOTeHIias, piHaHCOBa 3BITHICTD
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Abstract. Global changes in the economic environment, global processes of accounting standardisation necessitate
a revision of the theoretical foundations, further development of methodological approaches and methodological
provisions for forming financial statements of Ukrainian enterprises. High-quality economic information collected
and processed within the accounting system of an economic entity for the reporting period should provide an
opportunity to make informed management decisions aimed at optimising the operation of the enterprise and its
further development. Information about the financial condition and performance of the business entity is of interest
to a wide range of participants in the economic process. Based on the study of open reporting information, its
users make important management decisions. This explains why the issues related to improving the methodology
for submitting and using financial statements are relevant. The study examines the role of comprehensive financial
analysis of the enterprise, provides theoretical and practical foundations for improving the methodology of financial
reporting of the enterprise. The financial and economic activity of the enterprise is considered on the example of the
LEASING INVEST LLC, the necessary calculations describing the financial condition of the enterprise are made. The
analysis of the financial position enables an assessment to be made, the causes and factors of the achieved position
to be identified, and management decisions to be prepared and substantiated. Analysis plays an important role
in ensuring efficient forms of management, and is responsible for selecting, evaluating, and interpreting financial,
economic, and other data that influence the financial decision-making process

Keywords: financial activity of the enterprise, analysis of the financial condition, comprehensive analysis, competitiveness,
economic potential, financial statement

Introduction

Global changes in the economic environment, global
processes of accounting standardisation necessitate a
revision of the theoretical foundations, further devel-
opment of methodological approaches and method-
ological provisions for forming financial statements
of Ukrainian enterprises. It is necessary to improve
production management, attract investors, and create
competitive products to ensure the successful operation
of the enterprise. These measures cannot be implemented
without a proper information source, which is nec-
essary for making informed management decisions.
This source is the financial statements, which disclose
reliable, complete, relevant, up-to-date, transparent

Suggested Citation:

information about the current state and results of the
company activities.

In modern conditions of transition to innovative
economic development, it becomes necessary for each
enterprise to use the methodology of the comprehensive
analysis of financial statements to identify business
problems and find their solution in a timely manner.
This method is necessary to determine the degree of
financial stability of an enterprise, assess its business
activity, efficiency and investment attractiveness.

The studies by notable Ukrainian economists
are devoted to the investigation of theoretical aspects
of the analysis of financial statements of enterprises:

Nagorna, L.V,, & Benchak, V.I. (2020). Methodical aspects of carrying out comprehensive analysis of financial viability
of enterprise. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 108-116.
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A.Ya. Bazilinska, 1.O. Belebekha, M.T. Belukha,
AM. Herasimovych, S.E Golov, A.G. Zagorodniy,
M.Ya. Demyanenko, T.G. Kireitseva, V.G. Linnik,
V.O. Metz, A.V. Rastyapin, R.V. Skasyuk, V.V. Sopka,
L.K. Suk, T.I Teslenko, N.M. Tkachenko, Yu.S.Tsal-Tsalko,
M.G. Chumachenko O.V. Chumak, O.E. Shyryagina,
V.Ya. Plakeienko, O.V. Chumak et al. The studies by
foreign economists also addressed various issues re-
lated to the analysis, assessment, and management of
the company's financial position, including method-
ological and practical problems of forming financial
statements. The above-mentioned issues are covered
by the following foreign researchers: L.A. Bernstein,
M.E Van Breda, T. Warfield, J. Weigandt, D. Kieso
M.IL. Cooter, M.R. Matthews, V.E. Palia, B.Pounder,
M.H.B. Pereri, Ya.V. Sokolov, G.V. Savitskaya, and
A.D. Sheremet.

All the above-mentioned researchers have
achieved significant results in the process of studying
the problems of preparing and submitting financial
statements, solving them, and making proposals for
improvement. It is important that the experience of
foreign researchers is quite significant for Ukrainian
scientists, but before using it in practice, it is worth
paying attention to the main aspects of the modern
development of Ukraine. Despite a significant amount
of research in this area, there are still questions that
contain unresolved issues. First of all, this concerns
ensuring transparent accounting of financial results and
the accuracy of the analysis of indicators, which indi-
cates a reliable assessment of the company activities.

Scientific and practical developments require
the systematisation of methods for analysing financial
statements, especially for assessing the financial con-
dition, to identify the strengths and weaknesses dis-
tinguished during practical application.

The importance of information in the modern
world is steadily growing, so how financial statements
are prepared and evaluated, as the main information
source of an enterprise, depends on its financial con-
dition and the vector of managerial decision-making
in the future. That is why the issue of the comprehen-
sive analysis of financial statements requires constant
attention, study, and improvement.

The purpose of the study is a theoretical sub-
stantiation of the economic essence and improvement
of the system of accounting and analysis of financial
results, their role, significance, and relationship with
other economic indicators in the system of enterprise
management; development and provision of practi-
cal recommendations for improving accounting and
analytical support; coverage of theoretical provisions

for improving financial reporting and development of
practical recommendations aimed at improving the
process of forming and analysing its indicators with
subsequent use in management.

Materials and Methods

The subject of the research is a set of theoretical, meth-
odological, and practical issues related to the compre-
hensive analysis of financial statements of enterprises.
The study was carried out based on data from the
limited liability company LEASING INVEST, whose
main activity is wholesale trade in wood, construction
materials, sanitary equipment, production of hollow
glass products, forming and processing of flat glass.
The theoretical and methodological basis of the study
are sources of educational, monographic and periodi-
cal literature on the chosen topic, research papers by
Ukrainian and foreign researchers-economists, pro-
fessional periodicals, materials of scientific and practical
conferences, official statistics, information agencies,
reports of analytical companies, and Ukrainian, foreign,
and international legislative and other regulatory docu-
ments devoted to the organisation of accounting, analysis,
and control of financial statements, financial statements
of LEASING INVEST LLC. An assessment of the finan-
cial condition of the company under consideration was
carried out.

The provisions and findings disclosed in the
study are based on a dialectical approach to the inves-
tigation of phenomena and processes of the surround-
ing socio-economic reality in general, including those
that arise in the course of economic activity of the
LEASING INVEST LLC in particular. The tasks set in
this paper are solved using a complex of general sci-
entific and specific research methods. The systematic
approach allowed identifying and properly consider-
ing the essential accounting and analytical aspects of
financial statements both when disclosing its theoret-
ical foundations, and when developing a number of
methodological and practical recommendations for
improving approaches to the presentation and analytical
processing of reporting information, taking into ac-
count the needs of users. Some terminological con-
tradictions have been established and resolved using the
method of hermeneutics. Historical and logical methods
were used in the study of the conceptual foundations
and methods of preparing financial reporting forms,
approaches to evaluating accounting objects. The rela-
tionship and mutual consistency of financial reporting
indicators were established using the balance sheet
generalisation. Analysis, synthesis, deduction, and in-
duction were used to perform individual tasks.
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A set of methods of economic research was used
to identify methodological aspects of the indicators and
their reflection in the financial statements: abstract
and logical (for theoretical generalisations, formative
conclusions, and suggestions); historical (in the study
of the emergence, establishment, and development of
the economic category of “financial statements” and
“financial results”); method of average and relative
values (to determine the level of effectiveness of the
considered processes), vertical analysis and horizon-
tal analysis, graphical method, comparative analysis,
modelling. The use of vertical and horizontal analysis
allows investigating balance Indicators; comparison —
used during reconciliation of documentation, for its
compliance with established standards; modelling -
to perform a control function and represent possible
developments. Therefore, each of these methods al-
lows considering the subject matter in more detail. An
MS Excel spreadsheet was used to process information
and present the results of the study.

The object of research is the financial statements
of the LEASING INVEST LLC as a source of informa-
tion about the financial condition, financial results of
activities, and cash flows of the enterprise. The principles
of preparation, form, and composition of financial state-
ments, the requirements for recognition and disclosure
of its elements are defined by the National Accounting
Standard No. 1 “General requirements for financial
statements”, approved by the order of the Ministry of
Finance of Ukraine dated 07.02.2013 No. 73 1 according
to Paragraph 1 of NP(C)BU 1, the Financial Statements
of the LEASING INVEST LLC consist of: balance
sheet (Statement of Financial Position), statement of
financial results (Statement of Comprehensive Income),
statement of cash flow, statement of equity, and notes
to the financial statements. Form No. 5 “Notes to an-
nual financial statements”, approved by Resolution
No. 302 of the Ministry of Finance of Ukraine dated
November 29, 2000, as amended.

Based on the set goal, the study revealed the

economic essence of the financial statements of the
enterprise and its significance in management; presented
the structure and composition of the reporting of enter-
prises; analysed legislative and regulatory support and
theoretical sources; analysed the financial condition
of the enterprise for three years, namely: the dynamics
and structure of assets, the dynamics and structure
of the sources forming the LEASING INVEST LLC;
identified areas of improvement and provided sugges-
tions for the presentation of financial statements and
use in management.

Results and Discussion

Financial condition is an important component for
the company activities in the external environment.
It characterises the potential of the enterprise, the
ability to compete in a healthy way, so the disclosure
of information to external and internal consumers is
important for increasing the customer base, including
suppliers and contractors. Financial analysis allows
determining the state of the company property, the
need for additional sources, the ability to increase cap-
ital, predict future business results, the rational use of
funds raised, and the degree of risk associated with
business activities. To calculate financial analysis in-
dicators, it is necessary to consider the data of the
annual financial statements of the enterprise, namely:
balance sheet, statement of financial results, statement
of cash flows, statement of equity, statistical reporting
data [1]. In addition, an important factor is the prop-
erty status of the enterprise, which arises in the course
of economic activity. For this purpose, it is necessary
to analyse the financial stability, solvency, and liquidity
of the enterprise, assess the strengths and weaknesses
of the enterprise, create development strategies for the
long-term future.

To understand how effectively the company op-
erates, an analysis of its financial condition for 2017-
2019 was carried out (Table 1).

Table 1. Analysis of the dynamics and structure of assets of the LEASING INVEST LLC

Deviation 2018/2017 Deviation 2019/2018
2017 2018 2019 :
Indicators (thousand (thousand (thousand :b§otlyte Relative :bs‘otlyte dRe!aI!ve
UAH UAH UAH eviation, s a: ® eviation, eviation,
) ) ) thous. UAH deviation, % thous. UAH %
Company 142,486 141,547 141,079 -939 -0.66 -468 -0.33
assets
Non-current /6054 139791 139,495 263 -0.19 296 -0.21
assets
Current assets 1,244 917 756 -327 -26.29 -161 -17.56
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Table 1, Continued

Deviation 2018/2017 Deviation 2019/2018
2017 2018 2019
Indicators (thousand (thousand (thousand Absolute . Absolute Relative
UAH) UAH) UAH) deviation, R?I:.t e o ~ deviation,  deviation,
thous. UAH  9€V1aUOM % 4 ous. UAH %
Cash resources 388 39 28 -349 -89.95 -1 -28.21

Other current
assets

Source: compiled by the authors based on [1]

Based on the results of data analysis in Table 1
a conclusion can be drawn about the overall decrease
in the company assets during the analysed period. The
value of assets of LEASING INVEST LLC decreases
every year: in 2018 by UAH 939 thousand, or by 0.66%,
and in 2019 - by UAH 468 thousand, or by 0.33%. The
generation of assets depends, first of all, on the oper-
ating activities of the enterprise, ensuring that the vol-
ume and structure of assets correspond to the volume
and structure of production and sales of products.
Therefore, such a negative trend indicates a reduction
in production and a decrease in sales of products. The
change in the value of non-current assets of the enter-
prise is as follows: a decrease in 2017-2018 by UAH
263 thousand (-0.19%) and a decrease by UAH 296 thou-
sand (-0.21%) in 2018-2019. The dynamics of the value
of non-current assets, in general, has a negative trend,

which indicates the obsolescence of fixed assets and
a decrease in their value [2]. The value of current assets
of the company in 2017-2019 changed downwards.
Consequently, the overall decrease in the company as-
sets for the period under review was conditioned by
a decrease in current assets. The volume of accounts re-
ceivable for the considered period remains unchanged.
A significant decrease in cash resources at the enter-
prise is observed in 2017-2018 by UAH 349 thousand,
or by 89.35%, in 2018-2019 there was also a decrease
in cash by UAH 11 thousand (-28.21%). This indicates
the need to increase them in the next period to prevent
the impact of possible negative consequences on the
operation of the enterprise.

To better see the picture of the financial condi-
tion of the enterprise, it is necessary to investigate the
sources of the enterprise (Table 2).

Table 2. Analysis of the composition, structure, and dynamics of the company assets
and sources of its formation

Deviation 2018/2017 Deviation 2019/2018
2017 2018 2019 X
Indicators (thousand (thousand (thousand c‘lo‘ebs':tl'uc:: dtel'::l"clxi c‘lo‘ebs':tlyot: Relative
UAH UAH UAH viation, viation, viation, . . 9%
) ) ) thous. UAH % thous, Uay  deviation, %
Gross profit 544 231 0 -313 -57.54 -231 -100.00
Other operating 859 583 500 276 3213 83 14.24
profit
Net income from
sales of services 929 232 0 -697 -75.03 -232 -100.00
rendered
Cost of sales -385 -1 0 384 -99.74 1 -100.00
Net financial -96 -319 -503 223 232.29 184 57.68
result
Fund intensity 492 19.47 - 14.55 295.48 - -
Fund return 0.20 0.05 0 -0.15 -74.71 -0.05 -100.00

Source: compiled by the authors based on [1]
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Table 2 shows that the gross profit of the enter-
prise decreases every year, which means that the en-
terprise does not develop and this can be influenced
by various factors, such as: reducing the provision of
services, not attracting new customers, increasing the
cost of services. Having analysed the activities of the
LEASING INVEST LLC, not very positive conclusions
can be drawn. This is conditioned by the fact that every
year accounts receivable remain, and gross profit and
cash resources decrease [3]. The company needs to
immediately find new ways to increase its profit and
reduce the production costs, because one of the main
goals of each company is to increase profits and mini-
mise costs.

In the practice of comprehensive financial analy-
sis, the general way to achieve a specific goal is to develop
a rating system, when each goal value corresponds to
a unique rank, the sum of ratings obtained by a company
based on the analysis is the basis for unambiguous

Indicator
system

determination of its financial and economic condition,
development of trends in its changes, and prospects for
further actions [4]. Thus, in the overall assessment of
the financial condition based on mathematical mod-
elling, a separate assessment of certain aspects of the
company's financial and economic activities is organ-
ically formed [5].

To build such an assessment of the financial
condition, the study used two systems of the hierarchy
of indicators: general and with complex assessments
of individual functional components of the financial
condition of the enterprise (Fig. 1). The most import-
ant stage in determining an integral (integrated) as-
sessment of an enterprise for making managerial de-
cisions is the establishment of a system of analytical
indicators, which should provide objectivity, content,
depth, and soundness of information that character-
ises the considered socio-economic phenomena and
processes [6].

A

A\ 4

Intermediate integral indicators for evaluating certain
aspects of enterprise activities

General
integral indicator

I

Figure 1. Hierarchy scheme of the system of indicators for determining the integral assessment
of the financial condition of the enterprise

Source: compiled by the authors based on [7]

One of the main stages of the comprehensive
analysis procedure is the development and construction
of a model for processing the input information base.
The model organically combines mathematical, statistical,
and analytical research methods [8]. In the research of
modern researchers-economists, a model is proposed
that indicates only four degrees of the comprehensive
analysis of financial statements [9]. It is proposed to
improve the existing comprehensive analysis of finan-
cial statements, which provides for a combination of
financial analysis and accounting of financial statements

for a comprehensive assessment of the complete and
reliable volume of relevant information and the intro-
duction of additional fifth and sixth stages, which is
alogical continuation of the previously proposed stages
of conducting a comprehensive analysis of financial
statements [10]. According to the authors, the algo-
rithm - stages of conducting and processing the input
information base in a comprehensive analysis of the
financial statements of enterprises of various forms of
ownership and various forms of management should
be the same as shown in Figure 2.
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< Model of integrated financial statement analysis >

L

First stage:
« setting the target function
of the input information base
processing model

Second stage:

* substantiation of procedures,
primary processing and
generalisation of incoming
financial information

Fourth stage:
« interpretation of the results
of financial information processing
based on a well-established
unambiguous system of criteria

L

Third stage:
+ ensuring the technical
implementation of methodological
foundations

L

Fifth stage:
« investigation of the reliability
of incoming information;
« control over the consistency
of financial reporting

Y

Sixth stage:

- forecasting of business results,
taking into account the proposed
measures to improve the
efficiency of the enterprise

Figure 2. Model of integrated financial statement analysis

Source: compiled by the authors based on [11]

The first stage of the customer's comprehensive
analysis is to provide a statement of the purpose of the
information processing operation. The statement of ob-
jective effectiveness should contain a clear understand-
ing of the purpose of a thorough examination in certain
circumstances and the specific details of this case [12].

The second stage involves substantiation of pro-
cedures and initial processing, synthesis and consolida-
tion of incoming financial information. The practical
implementation of such primary information processing
should meet the criteria for design efficiency and ob-
taining readiness for further mathematical processing
of financial information [13].

The third stage is to ensure the technical appli-
cation of the methodological principles defined at the
first stage of the model, based on the substantiation at
the second stage of all areas of analysis and research
subjects. The choice of the necessary method (a com-
bination of mathematical, statistical and/or analytical
models) the combination of the results of primary
processing of input information in certain areas of re-
search, determining the structure and procedure for
forming the target indicator is presented as the initial

information of a comprehensive financial analysis of
companies [14].

At the fourth stage, the interpretation of the
results of financial information processing should be
based on a stable, unambiguous system of criteria that
correspond to the areas of the comprehensive analy-
sis of enterprises and the requests of research clients.
Thus, the generation of conclusions about the object
of research based on calculations not only allows cli-
ents to comprehensively get answers to their ques-
tions [15].

The fifth stage of a comprehensive analysis of
companies' financial statements allows for a more thor-
ough study of the reliability of the initial information
for a comprehensive assessment of the financial con-
dition and provide internal and external control over
the adequacy of financial statements.

The sixth stage is the process of creating scenarios
for further trends in the financial and economic activi-
ties of companies, the essence of this stage is forecast-
ing the results of the object under study, taking into
account the proposed measures to improve the efficiency
of enterprises.
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Conclusions

Based on the results of the analysis of the financial
condition of the LEASING INVEST LLC, the following
conclusions can be drawn: it is the analytical approach
to managing the finances of the enterprise, in par-
ticular its assets and liabilities, that will allow making
informed management decisions, determining the effec-
tiveness of their use and impact on financial results.
The volume and structure of the company's assets
indicate a significant decrease in them. The share of
accounts receivable in the structure of current assets is
very high, so the company needs to improve the process of
managing it. The company needs to immediately find

new ways to increase its profit and reduce the produc-
tion costs, because one of the main goals of each en-
terprise is to increase profits and minimise costs.

The improved model of comprehensive financial
reporting analysis has been expanded and supplemented,
adjustments improve the methodology of comprehensive
analysis: the implementation of the fifth stage provides
internal and external control over compliance with fi-
nancial reporting indicators, and the sixth stage provides
predictability of planned research activities to improve
business efficiency.
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Hanpsamu niasuuLeHHA epeKTUBHOCTI yrnpaBniHHSA NigNnpUEMCTBOM
roTesibHOro rocriogapcTea YKpaiHu LWISAXOM peanisauil
KOMYHiKaLiHOT NOMiTUKHK
CeiTnaHa CepriiBHa PubakoBa, [leHnc AHaTtoninosny MMpoHoB,
Hatania BonogumunpisHa Poroea

[NontaBCcbKkuii yHiBEPCUTET €KOHOMIKM | TOPriBJIi
36000, Byn. Kosans, 3, lNontaBa, YkpaiHa

AnoTauif. CTaTT:a NpyUCBAYEHa BYUBYEHHIO CYTHOCTI KOMYHiKaI[il1HOI IO TYKM MiITIPMEMCTB TOTETbHOTO TOCIIOfIapCTBa,
0CO6MMBOCTEN BUKOPUCTAHHS peKIaMyl Ta HaNpsIMiB IifBUIIeHHA i e(eKTUBHOCTI B CyJacHMX yMOBax. MeTolo
TOCTIIKEHHA € PO3IVLA/, HAIPAMIB IiIBUIIEHHA eeKTUBHOCT yIIPaB/IiHHA Mi/JIIPUEMCTBOM TOTEIbHOTO TOCIIOfiAPCTBA
B YKpaiHi. MeTopfooris gocmimKeHHs 6a3yeTbcsl Ha TaKUX 3ara/IbHOHAYKOBUX METOMIB OC/TIKEHH fAK: aHami3 i
CMHTES, CHCTeMATH3allisd Ta y3arajbHeHHA. BusHa4eHo OCHOBHI 1i/Ii yIIpaB/liHHA HiAIPUEMCTBOM YePe3 KOMYHIKaliiiHy
HOMITHUKY, SIKi BK/IIOYAIOTh B ceOe: YIOCKOHATEHHs CIIOXVMBYMX BiJHOCMH MDK CIIOXXMBAaYaMU IIiJj 4ac MPOLeCy
o6Miny iHpopMariieio; 3abe3mnedeHHs eeKTUBHOIO 0OMIHY MK Cy6’eKTaMM i1 00’ €KTaMu YIPaB/IiHHS; CTBOPEHHS
indopmarniiHux MOTOKIB Anst 06MiHy iHdoOpMalii€lo MK OKpeMuMM MpaljiBHUKAMM, TpyIaMu ii KOOpAMHALl X
3ajad i fiii; perynoBaHHA Ta paljioHaisanis iHGopMaLiiiHUX TOTOKIB. Y CTATTi 00IPYHTOBAHO, 1110 /1A YIIPAB/IiHHA
HiJIIpUEMCTBOM KOMYHIKal[iliHi actiekTn GyHKIiOHYBaHHS MiIIPUEMCTB rOTENBHOTO TOCIIOAAPCTBA HEJOCTATHBO
aJlanToBaHi 1o KaHoi cepu AismbHOCTI. Byio po3IIAHYTO HOHATTS «KOMYHiKalliliHa IOJITIKa», @ TAKOX CTPYKTYPY
PeKIaMHO-KOMYHIKaIITHIX 3ac00iB IPOCYBAHHS TOTENMBHUX ITOCIYT. Y CTATTi IPECTABIEHO 1[i/li KOMYHIKaliTHO
HOMTUKY epeKTMBHOIO YIpaB/IiHHSA TOTEIbHUM TOCIOAAPCTBOM YKpaiHy, a TaKOXK IIPOaHaTi30BaHO eIeKTPOHHI
CTOPIHKYM HU3KM IifIPUEMCTB IOTEIBHOTO TOcnofapcTa Ykpainn. Lle gocmimkenHs Moxxe OyTH BUKOpUCTaHe 3
METOIO BUBYEHHS Ta YOCKOHA/ICHH CYCTeMM YIIPaB/IiHHA Y cepi rOTeNbHOro rocrofapcTa. Pesynbraryt foCimKeHHA
MOXYTb OyTI BUKOPUCTaHI HAYKOBLSMU I IPOBE/IeHHs NTOJaIbIINX JJOCTIKEHb, @ TAKOX MeHefKepaM, 1110
HpAIoITh ¥ cdepi roTeIbHOro HisHeCy 3 METOI YJ0CKOHA/IEHHsT po60YOro IpoLiecy Ta MiABMIeHHS PiBHS BIaCHUX
3HaHb

KntoyoBi cnoBa: Mb>KHapORHi TypUCTUYHI BIUCTaBKM, TOTENbHIIT MEHEIKMEHT, peK/TaMHO-KOMYHIKaIiiiHi 3aco6n,
PVHOK TYPUCTUYHUX IIOC/YT, peai3allis MapKeTMHIOBIX CTPaTETiN
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Abstract. The study is devoted to the investigation of the communication policy of hotel industry enterprises, the
features of using advertising, and ways to improve its effectiveness in modern conditions. The purpose of the study is
to consider the areas of improving the efficiency of hotel management in Ukraine. The study is based on the following
general scientific methods: analysis and synthesis, systematisation, and generalisation. The main goals of enterprise
management through communication policy are defined, which include: improving consumer relations during
the exchange of information; ensuring effective exchange between subjects and objects of management; creating
information flows for information exchange between individual employees, groups of coordination of their tasks
and actions; regulating and rationalising information flows. The paper proves that for enterprise management, the
communication aspects of the operation of hotel enterprises are not sufficiently adapted to this field of activity. The
concept of “communication policy” was considered, including the structure of advertising and communication tools
for promoting hotel services. The study presents the goals of the communication policy of effective management of
the hotel industry in Ukraine and analyses the electronic pages of a number of hotel enterprises in Ukraine. This
paper can be used to investigate and improve the management system in the hotel industry. The findings can be used
by researchers to conduct further study, and also by managers working in the hotel industry to improve the workflow
and the level of their own knowledge

Keywords: international tourism exhibitions, hotel management, advertising and communication eools, travel services
market, implementation of marketing strategies

Introduction

Nowadays, the hotel industry in Ukraine is developing
quite intensively and dynamically. At the same time,
the transformation processes that are taking place in
the national economy of Ukraine require the develop-
ment of qualitatively new approaches to the establish-
ment of effective management mechanisms in the hotel
industry [1]. Therefore, for effective management of
the hotel industry at all stages of its operation, it is im-
portant to find scientifically effective and innovative
approaches to the establishment of communication
policies of hotel enterprises and improve the means of
its implementation. This is also confirmed by the fact

Suggested Citation:

that in recent years, simultaneously with the growing
role of marketing in the activities of hotel enterprises, the
role of marketing communications has also increased [2].
These enterprises constantly promote their services to
consumers and customers, trying to fulfil several goals:
to inform promising consumers about their services
and the conditions for their sale; to convince consumers
to give preference to these enterprises and the services
that they provide; to force the consumer to act — con-
sumer behaviour is directed at what the hotel services
market offers at the moment. The presented goals are
achieved through advertising, choosing a good hotel

Rybakova, S.S., Myronov, D.A., & Rohova, N.V. (2020). Areas for improvement of the hotel management efficiency in Ukraine
through the implementation of communication policy. Scientific Bulletin of Mukachevo State University. Series “Economics”,
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name, successful design, distributing free coupons, press
releases, and other communication activities. The above
data indicate the feasibility of setting up effective man-
agement and marketing communications system [3].

Ukraine is a potentially strong competitor in the
tourist services market, as it has rich recreational re-
sources that not all countries of the world can boast
of, but with the help of other opportunities, it attracts
more and more tourists every year. A favourable climate,
access to two seas at once, the presence of mountains
and a large area of clean, unspoilt nature are the main
priorities of the country. The main problem is the
inability to provide a sufficient level of financing for
tourist infrastructure and superstructures. This issue
is extremely relevant due to the reduction of natural
resources, the revenues from the sale of which form
the budget of a developing country. Thus, the issue of
studying the areas of improving the efficiency of man-
agement of the hotel industry enterprise in Ukraine
through the implementation of communication policy
is particularly relevant [4].

The analysis of research papers on this issue has
shown that studies on the establishment of marketing
policy, which was conducted earlier, did not sufficiently
consider the industry specifics of the hotel industry,
were not always systematic, did not sufficiently reveal
the features of marketing communications management
and approaches to the establishment of communication
policy, the effectiveness of its means, in particular, adver-
tising, etc. This sets the task of conducting further re-
search in this line, in particular, to improve the effec-
tiveness of advertising services of hotel enterprises in
Ukraine. This determined the choice of the research
topic, its purpose and task namely: to determine the
essence of the communication policy of hotel enter-
prises, the specifics of using advertising as a means of
promoting hotel services and establishing communica-
tions between their producers and consumers, to sug-
gest ways to improve its efficiency in modern business
conditions [5].

The purpose of the study is to review the areas
for improving the efficiency of hotel management in
Ukraine, and an analysis of the ways of improving ef-
ficiency through the implementation of communication
policy.

Literature Review

The theoretical and methodological basis of the study
is the fundamental provisions of hotel management
through marketing communications and management,
the papers by Ukrainian and foreign researchers. Thus,
general issues were considered by: H.Y. Roglev [6],

0.0. Gudzovata and S.I. Baylik, at the same time the
establishment of marketing policy and the study of
problems, occupy a prominent place in the papers by
J. Burnett and S. Moriarty [7], V.A. Aleksunin [8],
L.V. Balabanova, O.V. Krutushkina [9], M.P. Malskaya,
V.V. Khudo [10], B. Mattel [11], R.B. Nozdreva [12],
E. Romat [13], N. Ponomareva, A.M. Ponomarev [14],
T. Prymak [15], and marketing practitioners - F. Kotler,
K.L. Keller [16].

Online guest reviews are an important argument
when customers choose a hotel. In this regard, foreign re-
searchers [5] conducted a study aimed at investigating
how the hotel management's responses to comments
posted on online review sites, such as TripAdvisor, af-
fect the perception and choice of customers. This pilot
study uses a semi-experimental approach to investigate
how a hotel's perceived image, attitude, and hypothet-
ical guest's intention to stay there are affected by three
different hotel responses to negative online reviews,
including: “no response”, “negative response’, and “an-
swers to the renewal of service” The results showed
that providing a response to the renewal of service
improved the hotel's image, attitude, and hypothetical
intention to stay there. By comparison, respondents'
image and attitude to the hotel were rated the lowest
for “no response”, which indicates that any response
from the hotel, even a negative one, would be better
than not taking any action. This study offers valuable
results and developed strategies for researchers and hotel
management in terms of addressing negative online
reviews [5].

With the development of the Internet, online
reviews provide a new perspective for evaluating and
finding alternatives. From the standpoint of choosing
a hotel as a long-term partner, the comprehensive op-
eration of hotels in the long-term dimension becomes
a vital factor. Considering the above factors, the ana-
lysed study by foreign researchers [17] offers a multi-
stage decision-making method with several attributes:
the method is based on online reviews of hotel selec-
tion. First, the paper examines hotels in several stages.
Second, the paper establishes an aspiration satisfaction
function that considers various preferences and aspi-
rations to make the decision-making process more
flexible. Third, the paper provides three different de-
velopment rates for establishing multi-step time aspi-
rations to offer more opportunities. Finally, the paper
illustrates efficiency using a practical example and pro-
vides management recommendations for both decision-
makers and alternatives based on modelling results [17].

In one of the studies reviewed, the author eval-
uated the social media behaviour of luxury hospitality
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establishments and provided suggestions for improving
the effectiveness of organic messages [18]. All five-star
tourist establishments operating in Turkey were in-
cluded in the study, and publicly available data from
publications on the Facebook accounts of 441 estab-
lishments (out of a total of 612) were examined during
the peak tourist season for one month. Data on 2012
Facebook posts were obtained manually and filtered
to 1,847 posts. The data collected by the author was then
encoded using a content analysis form and analysed
using ordinal regression. The results highlighted the pos-
itive effects of interactive content and engaging con-
tent, and the importance of content type for achieving
greater interaction between netizens and the institu-
tion. The location of the establishment and the cate-
gory (hotel, resort village, thermal hotel) also turned
out to be important factors influencing the interaction
between them [18].

Methodology

Effective solution of the problems facing the solution
of this problem is carried out in the study using such
general scientific research methods as: analysis and
synthesis, systematisation, generalisation, and scien-
tific abstraction. In particular, the methods of synthe-
sis and analysis were used to consider the concept of
“communication policy”, and to analyse the structure
of advertising and communication tools for promoting
hotel services. The method of systematisation was used
to clarify the definitions, namely: marketing policy of
hotel enterprises, product policy, sales policy, and com-
munication policy. The method used is the process of
combining various knowledge about objects into one
scientific system, which establishes their unity and is
based on the study of the essential connections that unite
these objects. The generalisation was used to present the
goals of the communication policy of effective hotel
management in Ukraine.

During the analysis of the role of marketing
policy in the activities of hotels of various categories,
the electronic pages of a number of hotel enterprises
in different regions of Ukraine were analysed: Kyiv,
Dnipropetrovsk, Odesa, and Lviv. The main criteria for
evaluating the quality of web-sites were informative
content, availability of a photo gallery, customer reviews

about the hotel, relevance and truthfulness of the posted
information. Based on the results of the research, pes-
simistic conclusions were drawn, which were caused
by general shortcomings that follow when using the
Internet page as a communication channel for the es-
tablishment and implementation of communication
policies by these enterprises. The theoretical and method-
ological basis of the study on this problem is the fun-
damental provisions of hotel management through mar-
keting communications and management, the papers
by Ukrainian and foreign researchers. The character-
istics and interpretation of the term “communication
policy” by modern researchers were presented in the
process of analysing the literature. According to the results
of the analysis, ambiguity in the interpretation of other
concepts that characterise the communication aspects
of the operation of hotel enterprises, their insufficient
adaptation to this field of activity, was revealed.

The use of tabular and graphical techniques al-
lowed providing a visual interpretation of the research
results. Generalisation of the new scientific results
obtained, and the formulation of conclusions through
in-depth knowledge of the growing role and methods
of implementing marketing policy to promote hotel
services in the market was carried out using the method
of scientific abstraction.

Results and Discussion

According to the analysis of a number of literature
sources, the communication policy of hotel enterprises
is defined as an effective tool for the manufacturer and
consumer of hotel services, because when forming the
marketing policy of a hotel enterprise, it is important
not only to create a competitive product or service,
setting an appropriate price for it that meets the needs
of the market, but also to convey detailed and complete
information about the hotel product to consumers, its
consumer properties and values to the enduser in a timely
and fast manner [19]. This is exactly what the commu-
nication policy of the hotel industry enterprise should
contribute to. Nowadays, there are a significant number
of definitions in the scientific literature that reveal the
content of the term “communication policy” to one
degree or another (Table 1).
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Table 1. Characteristics and interpretation of the term “communication policy”
by modern researchers

Author Characteristic

A communication policy is a system that ensures the transfer

1 F. Kotler [16]

of information about a product or its organisation itself to potential

and existing consumers to promote this product to the sales market

Communication policy is a certain set of measures for establishing,

2 R.B. Nozdreva [12]

maintaining and developing connections based on the use of
psychological models of communication skills to increase sales of goods

and services

3 V.A. Aleksunin [8]

Communication policy is the use of such marketing tools that can be used
by carriers of information sent to the market

Communication policy is a communication mix, namely: the relationship

4 E.V. Romat [13]

between four elements of marketing communications (advertising, public

relations, sales promotion, and direct marketing)

Communication policy is a promotion structure, namely: a combination

5 Y. Wells, J. Burnett [7]

of personal sales, advertising, trade promotion, and public relations

to create a consistent news structure

In addition, according to the results of the analy-
sis of scientific views, ambiguity was revealed in the
interpretation of other concepts that characterise the
communication aspects of the operation of hotel enter-
prises, their insufficient adaptation to this field of ac-
tivity. This made it necessary to clarify the definitions,
namely:

— marketing policy of hotel enterprises is a system
of measures for the establishment of communication
policy, branding policy, which considers changes oc-
curring in the internal and external environment. It is
also aimed at improving the efficiency and manage-
ment of the hotel industry enterprise, increasing the
competitiveness of loyalty management and creating
a positive image among consumers;

— product policy of hotel enterprises is a set of its
consumer characteristics, competitive advantages of
hotel services, the process of forming a hotel product,
and the ability of the product to meet the needs of
consumers;

— sales policy of hotel enterprises is a complex system
of movement of a product or service on the way from
the manufacturer (hotel) to the consumer through in-
termediaries or without their participation, while it is
necessary to minimise such types of costs as: financial,
time, and human (personnel costs);

— communication policy in the hotel industry is a
process that is purposeful, economically justified in
transmitting information about a product (service)
and its value to the main consumer through channels to
form a desire to purchase a certain product or service [9].

Thus, summing up the preliminary results, it is
worth noting that the communication policy of the

hotel industry enterprise is a component and one of
the measures of its marketing policy. In addition, the
effectiveness of a communication policy largely depends
on the means of its implementation, in particular on
the means of communication, among which advertising
plays an important role. It is worth noting that the struc-
ture of the advertising market for the hotel industry,
due to its low profitability, a narrow segment of con-
sumers has a slightly modified system - a significant part
of the advertising budget of hotel enterprises belongs
to print media, and the global role of online advertising
in all its possible types.

Advertising of hotel enterprises is a paid, pur-
poseful, and non-personal message that is carried out
through mass media and other types of communication
that promotes the services and products provided by
the hotel enterprise [15]. Advertising tools are necessary
to promote hotel services by the brands of accommo-
dation facilities that provide them. Competent and
effective advertising of hotel enterprises can support
its good reputation, promote sales of hotel services, and
make it known to a wide range of consumers. The main
role of advertising in the process of promoting the ser-
vice is to simultaneously inform about the placement
tool, restaurant establishment and its services, the main
purpose of which is to convince potential consumers
to choose this placement tool and the services that it
offers, and to confirm the confidence of consumers who
already use the services of this placement tool in their
choice.

Analysis of the practical activities of hotel enter-
prises in Ukraine regarding the effectiveness of their
advertising activities, suggests that, sometimes, errors
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in setting the goals of marketing communications, de-
termining the target audience, positioning the hotel
product, determining the volume of the advertising
budget, strategy and tactics of creating an advertising
message, and the lack of a single unified system for
monitoring and evaluating the effectiveness of an ad-
vertising campaign, can carry certain risks associated
with significant financial losses.

Analysing the structure of advertising and com-
munication tools for promoting hotel services by en-
terprises of the hotel industry of Ukraine, it is worth
paying attention to a significant drop in almost all
advertising volumes that were used earlier to promote
a hotel product to consumers of hotel services, in

particular, there is a tendency to reduce advertising on
regional television, on transport, significantly reduced
the number of printed advertising, with the help of
which the hotel product was promoted among con-
sumers [14]. At the same time, despite the significant
development of information and computer technolo-
gies, it is advisable for hotel enterprises to pay more
attention to the issues of advertising on the Internet in
all its manifestations, which will increase the contact
audience and expand the sales channels of the hotel
product among consumers of hotel services. Figure 1
graphically presents the structure of advertising and
communication tools for promoting various services of
Ukrainian hotel enterprises on the market as of 2017.

33%

m On television

m On transport

m Outdoor and indoor advertising
On the Internet

m Printed media

Figure 1. Structure of advertising and communication tools for promoting hotel services of Ukrainian hotel
enterprises on the market as of 2017, %

Source: compiled by the authors based on [2]

Nowadays, the promotion of a hotel product
through television channels is the most unprofitable
means of marketing communication, because, consider-
ing the cost of the service, namely from UAH 3,500 for
broadcasting a 15-minute video about a certain hotel
enterprise, this type of promotion of hotel services can
only be used by chain hotels, which are located not
only on the territory of Ukraine, but also abroad. In this
case, itis due to this type of advertising that it is possible
to convey to the consumer of hotel services about ac-
commodation facilities that are located on the territory
of other countries, and will be appropriate for travelling
tourists. But still, the expediency of this type of adver-
tising is not always effective, since it covers a much
smaller number of consumers than advertising hotel
services on the Internet. And thus does not restrict the
receipt of information by the consumer of hotel ser-
vices, according to a certain location at the location.

In recent years, the promotion of hotel services
has been carried out through the use of internet com-
munications [11]. Most travellers on tourist or business
routes use the Internet search and use online booking
services. It is for more than 49% of tourists that the
Internet is the primary source for finding places to
book a hotel and search for recreation. Nowadays, the
hotel industry's own electronic page is becoming an
increasingly effective communication channel for distrib-
uting its services [6]. This service is necessary precisely
to provide consumers with the opportunity to choose
ahotel product, evaluate its advantages and competitors
among all accommodation facilities. It is the hotel's
website and its Internet page that is a brandbook, a pre-
sentation of services and a product that offers accom-
modation options and acts as a way of communication
between the guest and the accommodation facility.
If there are no reviews on the website or any other
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information about the location and methods of accom-
modation, guests do not have confidence in the hotel.

At the same time, after analysing the electronic
pages of a number of hotel enterprises in Ukraine, the
study came to somewhat pessimistic conclusions that
characterise the general shortcomings that manifest
themselves when using the Internet page as a commu-
nication channel for the establishment and implemen-
tation of communication policy by these enterprises:

— information on sites is not updated quickly enough,
and sometimes it is irrelevant or outdated;

— information about the hotel product is not always
provided in foreign languages, which creates numerous
problems when communicating with foreign tourists;

— poorquality photos are presented or there is no
photo gallery in general about the hotel and services,
which does not allow travellers to get acquainted with
the hotel in advance without visiting it;

— false or outdated information about the availability
of free additional services and the pricing policy for room
accommodation;

— electronic pages are devoid of real reviews about

the hotel, are subject to strict censorship, as a result of
which all negative comments are removed by the site
administrator, which also does not provide truthful
information about the hotel's work;

—lack of an online booking system, which is more
convenient for using the hotel product by consumers
travelling or on a business trip.

The provided characteristics are not typical for
accommodation facilities that have the category “***”
and “****” stars. However, there are also certain dis-
advantages here, in particular, quite often there is no
complete information about the service provided by
the hotel and which would help tourists quickly and
conveniently get acquainted with the services of hotel
farms in different points of consumer deployment [10].
Figure 2 shows the goals of the communication policy
of effective hotel management in Ukraine.

Summing up the research, it should be noted that
the communication policy of hotel enterprises in Ukraine
plays an important role in promoting hotel services in
the market and in implementing marketing policy in
general.

4 )

Ensuring the effective
exchange of hotel product
information between
entities and facilities

- /L

Involvement of additional
information channels for
effective exchange of
information about the hotel
product between a certain
group of employees

)

Regulation and

rationalisation

of information
flows

—

Improving
consumer
relations in
the process
of information
exchange

RN J

Figure 2. Objectives of the communication policy of effective hotel management in Ukraine

Conclusions

An important role in the implementation of the com-
munication policy ofhotel enterprisesis played by such a
tool as advertising. Notably, the communication policy
of Ukrainian hotels plays an important role in promot-
ing hotel services in the market, and in implementing
marketing policy in general. At the same time, consid-
ering the expediency and urgent need to increase the
level of awareness of consumers of hotel services, the
development of ways of improving the effectiveness of
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Bnnue MixkperioHanbHOI eKOHOMIUHOT audepeHuiadil Ha
€KOHOMIi4YHy 6e3neKy perioHiB YKpaiHu
Bipa BitaniiBHa JlebeguyeHko
HayioHanbHUi aepoKocMiyHni yHiBepcuTeT iMeHi M.€. XKykoBcbKoro

«XapKiBCbKWI aBialiiHNA IHCTUTYT»
61070, Byn. Ykanosa, 17, M. XapkiB, YkpaiHa

AHoTaujifl. MbxperioHanbHa eKOHOMIYHA AVidepeHIialis BracTyBa OiIbIIOCTi KpaiH CBiTy. 3 OGHOro 60Ky eKOHOMiuHa
mudepeHLiallis € IPUPOHIM ABUILEM, 3 JPYTOro IOKa3ye HeeeKTUBHICTD OI0KeTHOT HOITHKY fepykaBu. OTHAK, /I
¢dbopmyBaHHs eheKTUBHIX MeXaHi3MiB 3HIDKEHHs MDKperioHanbHOI eKOHOMIYHOI AydepeHIialil eploueprosow
3a/1a4elo € 00’ eKTHBHe 11 OLiHIOBaHH:A. MeTa cTaTTi IosArae Y 3ilICHEHH] aHa 1i3y Ta OLIiHIOBaHHA COLIia/TbHO-EKOHOMIYHO1
mudepenuianii perioHasbHOro po3BUTKY. Y JOCTIPKEHH] PO3ITIAHYTO CUCTEMATU3allil0 TEOPETUYHMUX TT0JI0XKEHD
i MeTOONOTiYHNX peKOMeH/jalliil i3 aHami3y Ta peryarBaHHA AudepeHialii coliabHO-eKOHOMIYHOTO PO3BUTKY
perioHiB y cucTeMi IXHbOI €KOHOMIYHOI 6e3Iekn. 3aIIpOIIOHOBAHO METOJ, aHaNi3y LA JOCTIIKEeHHs CTPYKTYPU Ta
nuHamikn gudepenuiarii coriabHO-eKOHOMIYHOTO PO3BUTKY perioHiB. [loBefieHO HeOOXiHICTh BUKOPUCTAHHS
KOMII/IEKCY CTaTUCTUYHMX XapaKTePUCTHK i MeTOAY KIaCTePHOTO aHai3y. 3allpOIIOHOBAaHO METOAMYHMIT MifIXif
PO3pPaxyHKY OFHOMIpHOTO Bif[HOCHOTO HOKa3HMKAa PaHTOBOTO PO3KHUJY, 10 (GOPMYE VABIEHHS IPO PO3IOfiN
eKOHOMiYHOI audepeHIialil y cepeqyHi eKOHOMIYHOI rpymy, 10 JOCIPKyeTbca Ha fudepennianio. [Tposeneno
aHaJIi3 MEeTOZIB, 1110 BUKOPUCTOBYIOThCS Y 3ajjadax JOCTIKeHHs CTPYKTypM Ta fuHamiky audepentiarii colianbHo-
€KOHOMIYHOI'O PO3BUTKY PETiOHiB, 3aIIPOIIOHOBAHO METOIMKY OLIHKM piBHA audepeHuianii. POSKpUTO MOHATTA
collia/IbHO-eKOHOMIUHOI iudepeHuianii perionis. 3aIpolIOHOBAHO HAIIPSIMM PEry/TI0OBaHHS COLlia/IbHO-eKOHOMIYHOI
nudepenianii Ta iHTeHCK}iKaLii eKOHOMIYHOI Ge3mekn perioHy. BifmoBifHO KO 3AiJICHEHOTO KIaCTEpHOTrO aHaIi3y
11 BUKOPUCTAHOTO a[AIITYBHOIO METOY OLiHIOBAHH eKOHOMIYHOI Oe3IeKy PETiOHiB A/l MOHITOPUHIY Ta CTPATeriqHOro
IJIaHYBaHHA COLia/IbHO-eKOHOMIYHOTO PO3BUTKY PerioHy OY/I0 JOCI/PKEHO coljia/IbHO-eKOHOMIYHUII PO3BUTOK
perioniB Ykpainu. 3rifHo 3 pesy/IbraTaMy aHaIi3y 6y/10 BCTAHOBJICHO, IO 3a 6ararbMa eKOHOMIYHVIMI Ta COLIia/IbHUMIU
[TOKa3HMKaMI CIIOCTEPIra€ThCsi 3HAYHA PO36DKHICTD, 110 MOXKe MiATBEpP/KYBaT! AUCIIPONOPLIl Y perioHaTbHOMY
PO3BUTKY

KrntouoBi cnoBa: perioHanbHi AyCIponopiiii, collia/IbHO-€KOHOMiUHi TOKa3HMKI PEriOHa/IbHOTO PO3BUTKY, K/IacTepu3allis,
OLIiHIOBAHHA, OGHOMIPHUI BiJHOCHMII ITIOKa3HMK PAHTOBOTO PO3KIIY
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Abstract. Interregional economic differentiation is inherent in most countries of the world. On the one hand,
economic differentiation is a natural phenomenon, on the other hand, it shows the inefficiency of the national budget
policy. However, for the development of effective mechanisms for reducing interregional economic differentiation,
the primary task is to objectively assess the national policy. The purpose of the study is to analyse and evaluate
the socio-economic differentiation of regional development. The study considers the systematisation of theoretical
provisions and methodological recommendations for the analysis and regulation of differentiation of socio-economic
development of regions in the system of their economic security. A method of analysis is proposed for investigating
the structure and dynamics of differentiation of socio-economic development of regions. The need to use a set of
statistical characteristics and the method of cluster analysis has been proved. A methodological approach to
calculating a one-dimensional relative indicator of rank spread is proposed, which forms an idea of the distribution
of economic differentiation within the economic group being studied for differentiation. The analysis of methods
used in the tasks of investigating the structure and dynamics of differentiation of socio-economic development
of regions is carried out, and a methodology for assessing the level of differentiation is proposed. The concept
of socio-economic differentiation of regions is revealed. Areas of regulation of socio-economic differentiation and
intensification of economic security of the region are proposed. The socio-economic development of the regions
of Ukraine was investigated according to the cluster analysis and the adaptive method of assessing the economic
security of regions used for monitoring and strategic planning of the socio-economic development of the region.
According to the results of the analysis, it was found that there is a significant discrepancy in many economic and
social indicators, which can confirm the disparity in regional development

Keywords: regional imbalances, socio-economic indicators of regional development, clustering, evaluation, one-
dimensional relative indicator of rank spread

Introduction development. An important condition for regulating

The regional differentiation in Ukraine has reached
a scale at which it becomes a factor of violation of eco-
nomic security. To neutralise such threats, it is neces-
sary to monitor them and develop an effective set of
measures to prevent and overcome the most dangerous
manifestations of an unbalanced national economy [1].
Reducing the level of differentiation of socio-economic
development of regions that differ in type, population
composition, different potential, geographical location,
and degree of participation in socio-economic pro-
cesses requires rethinking the key approach to their

Suggested Citation:

excessive socio-economic differentiation is to change
approaches to regional development policies, which for
a long period were mainly based on centralised prin-
ciples and an economic concept (in particular, subsi-
dising lagging areas and sectors). The reflexive rather
than proactive nature of the established approaches to
the national regional policy indicates an urgent need
to form and implement a new policy of regional (local)
development.

The growing scale of economic differentiation
of regional development is an important problem of the

Lebedchenko, V.V. (2020). The impact of interregional economic differentiation on the economic security of the regions
of Ukraine. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(2), 126-136.
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economic development of Ukraine at the present stage.
“Such trends can be traced at all territorial levels: at
the country level, as the differentiation of the devel-
opment of individual regions, and at the level of an in-
dividual region, as the differentiation of the develop-
ment of individual terri-torial units within the region.
But economic differentiation cannot be considered as
an absolutely negative phenomenon: the country's eco-
nomic space cannot be completely homogeneous, and
a certain level of differentiation is natural” [2]. At the
same time, a high degree of regional differences means
identifying a group of depressed regions within the
country, which can lead to deep social conflicts over the
territorial distribution of resources and negatively affect
the economic, social, and political stability of the state.
In addition, “the lack of an effective and consistent na-
tional regional policy further aggravates the situation,
which creates an additional level of economic threat.
Consequently, there is a natural need to search for possi-
ble ways to overcome regional development imbalances,
in particular by borrowing the experience of devel-
oped countries” [3], which primarily determines the
relevance of the study.

There are a large number of research papers de-
voted to the investigation of trends and uneven territo-
rial development and laws of differentiation, which are
reflected in the studies by: Yu.S. Ershov [4], D. Ushakov,
M. Vinichenko, E. Frolova [5], A.G. Isaev [6], V.V. Lokosov,
Yu.V. Ryumina and V.V. Ulyanov [7], D. Loginov; E. Kara-
nina, M.V. Palkina [8], V.Yu. Maslikhina [9], O. Hry-
binenko, O. Bulatova, O. Zakharova [10]. The research
was dominated by questions about the scientific, prac-
tical, and methodological principles of functioning of
territorial communities under the conditions of admin-
istrative and financial decentralisation, and questions
about their development from the standpoint of deep-
ening socio-economic differentiation as components of
an important national regional policy are highlighted
to a lesser extent.

Some methodological issues that require a broader
scientific understanding and theoretical and empirical
research are still not fully resolved. In addition, many
issues related to socio-economic development and the
methodology of the system of territorial differentiation
management remain unclear. Literature analysis sug-
gests that there is no single or established method for
identifying problem regions. All this, combined with
the relevance of the problem, determined the need to
investigate it.

The purpose of the study is an analysis, assess-
ment, and management of interregional economic

differentiation of the regions of Ukraine in the system
of their economic security.

Materials and Methods

To solve the research objective, the following methods
were used: historical method - to identify the conditions
and start the process of public administration reform
and regional differentiation; formal-logical method -
to understand logical relationships with the goals and
consequences of regional differentiation; systematic
approach - to analyse and evaluate the consequences
of a long and incomplete differentiation process.

The initial data for the analysis of socio-economic
indicators of economic security of the regions were ob-
tained as a result of statistical processing of informa-
tion from the State Statistics Service of Ukraine, the
Ministry of Finance of Ukraine, the Ministry of Eco-
nomic Development of Ukraine, the Ministry of the
Infrastructure of Ukraine, the Ministry of Social Policy,
the Ministry of Development of Communities and
Territories of Ukraine, etc. [11-15]. Calculations, in
particular establishing relationships between various
parameters, analysing various statistical initial data,
intermediate and final results, including a graphical
representation of these results, were performed in MS
Excel and the SPSS (Statistical Package for the Social
Science) software suites.

The paper presents the results of a study of in-
terregional economic differentiation of the regions of
Ukraine and determines its impact on the economic
security of the regions. To identify regional imbalances
in the socio-economic development of the regions of
Ukraine, a multiparametric cluster analysis was carried
out, which revealed the heterogeneity of the develop-
ment of the regions of Ukraine. The initial data for
calculations were indicators of socio-economic devel-
opment of 24 regions of Ukraine (excluding the Auton-
omous Republic of Crimea and temporarily occupied
territories) during 2014-2019, according to the State
Statistics Service of Ukraine [14].

Indicators of socio-economic development of the
regions that were selected for clustering are:

— gross regional product (mln. UAH);

— index of physical volume of retail trade turnover
compared to the previous year, %;

— export, thous. USD

— import, thous. USD

— consumer price indices by region, %;

— industrial output indices, % compared to the
previous year;

— agricultural product indices, %;
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— capital investments, mln. UAH;

— number of businesses, units;

— net profit (loss) of enterprises, mln. UAH;

— migration growth, reduction (-) of the population,
persons;

— natural growth, reduction (-) of the population,
persons;

— average number of available population, persons;

— employment of the working-age population, %;

— household income, mln. UAH.

The corresponding module of the SPSS software
suite is used to perform calculations using cluster analy-
sis methods. To visually display clustering results, a den-
drogram is used - a tree formed on a matrix of cluster
proximity indicators. Tree nodes have subsets of objects.
In this case, for each tree level, the set of objects from
all nodes is the original set of objects. The connection
of nodes between levels corresponds to the union of
two sets of clusters. The edge length corresponds to the
distance between clusters. The dendrogram was con-
structed using the intergroup relationship method. That

is, the distance between clusters is equal to the average
of all distances between all possible pairs of points in
two clusters. The information required to calculate the
distance is based on all theoretically possible pairs of
observations.

Results and Discussion

The development of individual territorial units in the
structure of the state is the basis for ensuring its eco-
nomic and social growth. “Consequently, a policy of
stimulating the development of individual territories is
being actively implemented all over the world on the
way to equalising the existing imbalances in their de-
velopment. Ukraine is no exception, which includes
many border and mountainous areas, including those
that track a long path of slow economic and social
growth” [3].

The results of cluster analysis are presented in
the form of a dendrogram (Fig. 1). The list of regions
included in each of the clusters is shown in Table 1.

Rescaled Distance Cluster Combine

CASE 0 5 10 15 20 25
Label Num +-———————- e o e U +
Zhytomyr 5 —
Khmelnytskiy 22
Cherkasy 23—
Sumy 18 =
Chernihiv 25 -
Ivano-Frankivsk 8
Rivne 17 -
Ternopil 19 -
Kherson 21—
Chernivtsi 24 -
Kyiv 9 —
Luhansk 11 —
Volyn 2 -
Mykolayiv 14
Poltava 16
Zakarpattya 6
Vinnytsya 1
Zaporizhzhya 7
Odesa 15
Kharkiv 20
Lviv 12
Kirovohrad 10
Donetsk 4
Dnipropetrovsk 3
SityKyiv 13

Figure 1. Dendrogram of clustering of regions (oblasts) of Ukraine

Source: compiled by the author
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Table 1. Clustering of regions (oblasts) of Ukraine with the definition

of total GRP in 2018

Cluster Oblast GRPnczlf nthS :ﬁlast, Total GRP, min. UAH
Vinnytska 119,637.354
Zakarpatska 51,605.88
Cluster 1 Zaporizka 149,135.064 579,445.009
Mykolayivska 83,352.388
Poltavska 175,714.323
Volynska 56,700.224
Zhytomyrska 77,649.77
Ivano-Frankivska 83,228.023
Kyivska 202,321.36
Luhanska 36,367.798
Rivnenska 61,559.886
Cluster 2 Sumska 70,680.648 971,489.322
Ternopilska 50,017.394
Khersonska 56,209.059
Khmelnytska 75,494.708
Cherkaska 96,301.08
Chernivetska 35,394.732
Chernihivska 69,564.64
Cluster 3 Dnipropetrovska 382,029.912 382,029.912
Cluster 4 Donetska 197,639.168 197,639.168
Cluster 5 Kirovohradska 67,335.62 67,335.62
Lvivska 180,433.374
Cluster 6 Odeska 176,359.338 593,380.206
Kharkivska 236,587.494
Cluster 7 Kyiv city 884,719.278 884,719.278

Source: obtained by the author based on [15]

After analyzing the GRP for 2018 in accordance  for more than 60% of the country's total GDP for the
with the grouped clusters, the following conclusions  year. Figure 2 shows the results of cluster analysis for
can be drawn: Cluster 7, Cluster 6, and Cluster 3 account  the GDP in 2018.

Clustering of the regions of Ukraine with the definition
of the total GRP for 2018

579,445.009

= Cluster 1
= Cluster 2

Cluster 3
= Cluster 4
m Cluster 5

Cluster 6
M Cluster 7

593,380.206

67,335.62

197,639.168 382,029.912

Figure 2. GDP structure in 2018 by specific clusters
Source: calculated by the author based on [15]
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Based on the results of regional clustering, the
following conclusion can be drawn about the dispropor-
tionality of regional development: Cluster 7, Cluster 6,
and Cluster 3 together form more than 50% of GDP. In
addition, for example, Cluster 1 (5 oblasts) forms 15.7%
of GDP, and Cluster 2 (13 oblasts) forms 24% of GDP.

All this once again indicates a significant differentiation
of the regions of Ukraine from the standpoint of eco-
nomic development. Figure 3 shows a map of Ukraine
with regions plotted on it, which are divided into certain
clusters by colours and numbers.

BELARUS
LUTSK  pNE CHERNIHIV
O 2 2 2 SUMY RUSSIA
N ZHYTOMYR 2
< 2

ERNOPIL
2

KHMELNYT

2
IVANO-
FRANKIVSK

2

C;IERNIVTSI
Z
ROMANIA O(O

P

=
Map symbols
1 - Slovakia
2 - Hungary

CHERKASY
2

LUHANSK
2

KHERSON
2

P~

Figure 3. Map of Ukraine with the division of regions into groups of clusters according
to the level of socio-economic development

Source: compiled by the author

In fact, a peculiar situation has developed in
Ukraine, when most oblasts (recipient oblasts) began
to receive subsidised transfers from donor oblasts, and
the share of donor oblasts began to steadily decrease.
“Structural changes in the Ukrainian economy did not
ensure economic growth, as a result of which under-
developed territories were clearly distinguished, in which
basic socio-economic indicators began to differ sig-
nificantly even from the national average. Notably,
a number of such depressed regions also include those
oblasts that have long had a high level of industrial
and Infrastructure development” [16]. Imbalances in
the economic development of the regions of Ukraine
are complex in nature and “this factor leads to insuffi-
cient effectiveness of the national policy of equalising
the economic development of the regions and to the
need to take special measures aimed at reducing the
asymmetry of the economic development of the regions
of Ukraine” [17].

Nowadays, in the practice of economic research,
the decile method of estimating differentiation is used,
but it does not give an idea of the distribution of eco-
nomic differentiation within the economic group being
studied for differentiation. The study offers a method-
ological approach for calculating a one-dimensional
relative indicator of the rank spread. The calculation of
this indicator can be represented as a set of consecutive
calculations:

1) selection of a key indicator that reflects the socio-
economic development of regions. Some of these in-
dicators are the indicators “GRP” or “value of GRP per
capita”. Therefore, one of these indicators can be selected
for the study and a sample can be formed at a certain
point in time or time interval;

2) ranking the selected indicator in ascending order,
i.e., placing the values of the indicator in order of the
degree of economic development from the smallest to
the largest;
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3) determining the average value of the spread (gap)
between the paired ranks of the selected indicator:

i(Ri — Ri_1)
n

R= (1)
where R and R, - adjacent ranks, as they grow; n — the
number of ranks in the population.

1. Determination of the average value of the selected
key indicator (X);

2. Calculation of a one-dimensional relative rank
spread indicator showing intra-group differentiation:

D= (2)

><||'JU|

Based on the proposed methodological approach,
the analysis of differentiation of regional economic

3. Determination of the level of differentiation ac-
cording to the scale (Table 2). At the last stage, the level
of differentiation is determined in accordance with
the proposed scale, obtained empirically.

Table 2. Scale for determining intra-group
differentiation of an indicator

Value D Differentiation scale

D<5% Weak differentiation
5%<D<10% Moderate differentiation
10%<D<30% Significant differentiation
D>30% High differentiation

Source: compiled by the author

development during 2014-2018 by GRP is carried out.
The results of the analysis are presented in Table 3.

Table 3. Results of calculations of the level of differentiation of oblasts of Ukraine for 2014-2018

2014 2015 2016 2017 2018
Chernivetska 15,049 Chernivetska 18,506 Chernivetska 21,239 Chernivetska 28,591 Chernivetska 33,903
Ternopilska 21,676 Luhanska 23,849 Ternopilska 31,072 Luhanska 30,285 Luhanska 35,206
Khersonska 23,250 Ternopilska 26,656 Luhanska 31,356 Ternopilska 40,747 Ternopilska 49,133
Zakarpatska 24,120 Zakarpatska 28,952 Zakarpatska 32,390 Zakarpatska 43,043 Zakarpatska 52,445
Volynska 24,195 Volynska 31,688 Volynska 35,744 Khersonska 47868 Khersonska 55,161
Chernihivska 28,156 Khersonska 32,215 Khersonska 38,743 Rivnenska 48,836 Rivnenska 56,842
Rivnenska 28,724 Rivnenska 35,252 Rivnenska 39,469 Volynska 51,972 Volynska 60,448
Kirovohradska 28,758 Chernihivska 36,966  Chernihivska 43362 Kirovohradska 53,031 Kirovohradska 64,436
Zhytomyrska 29,815 Zhytomyrska 38,425 Kirovohradska 46,021 Sumska 56,530 Sumska 68,489
Sumska 30,397  Kirovohradska 38,447 Sumska 46,287  Chernihivska 56,672  Chernihivska 70,624
Luhanska 31,393 Khmelnytska 41,088  Zhytomyrska 47919  Zhytomyrska 61,470  Khmelnytska 75,646
Khmelnytska 32,162 Sumska 41,567 Khmelnytska 48,859 Ivano-Frankivska 63,850  Zhytomyrska 77,110
Mykolayivska 35,408 Ivano-Frankivska 45,854 Ivano-Frankivska 51,404 Khmelnytska 63,882 lvano-Frankivska 78,443
Ivano-Frankivska 37,643 Mykolayivska 48,195  Mykolayivska 57,815  Mykolayivska 69,371  Mykolayivska 79,916
Cherkaska 38,466 Cherkaska 50,843 Cherkaska 59,412 Cherkaska 73,176 Cherkaska 93,315
Vinnytska 43,990 Vinnytska 59,871 Vinnytska 74,411 Vinnytska 92,427 Vinnytska 111,498
Zaporizka 65,968 Zaporizka 89,061 Zaporizka 104,323 Zaporizka 130,377 Zaporizka 147,076
Poltavska 69,831 Lvivska 94,690 Lvivska 114,842 Lvivska 147,404 Odeska 173,241
Lvivska 72,923 Poltavska 95,867 Poltavska 116,272 Odeska 149,530 Poltavska 174,147
Odeska 74,934 Odeska 99,761 Odeska 119,800 Poltavska 150,904 Lvivska 177,243
Kyivska 79,561 Kyivska 104,030 Kyivska 128,638 Kyivska 157,043 Donetska 192,256
Kharkivska 96,596 Donetska 115,012 Donetska 137,500 Donetska 166,404 Kyivska 198,160
Donetska 119,983 Kharkivska 124,843 Kharkivska 154,871 Kharkivska 187,454 Kharkivska 233,321
Dnipropetrovska 176,540 Dnipropetrovska 215,206 Dnipropetrovska 244,478 Dnipropetrovska 313,830 Dnipropetrovska 369,468
Kyiv city 357,377 Kyiv city 451,700 Kyiv city 559,140 Kyiv city 699,185 Kyiv city 833,069
R 14,263 R 18,049 R 22,412 R 27,941 R 33,298
X 63,476 X 79,541 X 95,414 X 119,355 X 142,423
D 0.2247 D 0.2269 D 0.2349 D 0.2341 D 0.2338
Source: compiled by the author
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Based on the calculated differentiation indicator
in the period from 2014 to 2018, its average value can be
calculated (D), which for this period is 0.2309, which
indicates a significant interregional economic differ-
entiation. Among the main reasons for interregional
differentiation are the following:

— agglomeration factors;

—effect of concentration of production and economic
activity on the urbanisation principle;

— development of transport and geographical con-
ditions;

— narrow specialisation of economic activity in some
oblasts of Ukraine;

— ineflicient distribution of the national budget, which
does not contribute to proportional regional development.

Based on the conducted research, it is possible
to identify positive and negative factors of differentiation
of interregional economic development. Positive factors
include:

— push effect for less developed regions;

— influx of the working-age population to more
developed regions, which allows increasing the income of
the migrating population without changing the country;

— increase in the efficiency of allocating and using
available resources;

—availability and growth of regional competitiveness;

— capital inflows to more developed regions;

— increase in the level of national activity.

The negative consequences of significant differen-
tiation of interregional economic development include:

— increase in the level of social injustice;

— increase in social discontent of the population;

— reduction in the level of economic security;

—rise in unemployment and incomes in less developed
regions;

— population migration growth;

— significant urbanisation and overpopulation of large
cities;

—growing political conflicts and crime;

—weakening of economic ties between regions;

—reduced competitiveness and investment attrac-
tiveness of regions with less economic development;

—the emergence of the “problematic” regions.

As can be observed, the negative consequences
are much greater than the positive ones and they have
a greater impact on national and regional economic
security, so the differentiation of interregional eco-
nomic development has a negative role for the nation-
al economy as a whole. Comparison of certain clusters
of regions with the level of economic security of these
regions, which is estimated by the adaptive method [18],
shows a significant impact of differentiation on eco-
nomic security and regional development. With the help
of the developed methodological approach and tools
for its implementation, it will be possible to create a
management system that can identify the causes of the
dangerous state of the region and develop measures to
eliminate these provisions, and take actions to improve
the economic security of the region.

In a previous study [18], an adaptive method for
assessing the economic security of regions was developed
for monitoring, evaluating and planning the economic
and social development of the region. Testing of the pro-
posed method based on data on the state and develop-
ment of the regions allowed us to assess the state of eco-
nomic security of the regions of Ukraine in 2018 (Table 4).

Table 4. Levels of economic security of the oblasts of Ukraine in 2018 by cluster

Cluster Oblast Level of economic security
Vinnytska 0.24
Zakarpatska 0.21
Cluster 1 Zaporizka 0.22
Mykolayivska 0.21
Poltavska 0.15
Volynska 0.09
Zhytomyrska 0.05
Ivano-Frankivska 0.15
Kyivska 0.1
Luhanska 0.03
Rivhenska 0.07
Cluster 2 Sumska 0.12
Ternopilska 0.16
Khersonska 0.03
Khmelnytska -0.04
Cherkaska 0.01
Chernivetska 0.09
Chernihivska -0.3
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Table 4, Continued

Cluster Oblast Level of economic security

Cluster 3 Dnipropetrovska 0.25
Cluster 4 Donetska 0.10
Cluster 5 Kirovohradska -0.2
Lvivska 0.24

Cluster 6 Odeska 0.26
Kharkivska 0.27

Cluster 7 Kyiv city 0.4

Source: obtained by the author based on [18]

The most critical situation from the standpoint
of economic security is observed in the regions of
Cluster 2, and separately in 4 and 5, which can confirm
the relationship between the differentiation of regions
and the level of economic security. Based on the cluster
analysis and the applied adaptive method of assessing
the economic security of regions for monitoring and
strategic planning of socio-economic development of
the region, the socio-economic development of the re-
gions of Ukraine is considered. Based on the analysis,
a general conclusion can be drawn that there is a sig-
nificant discrepancy in many economic and social in-
dicators, which can confirm the disparity in regional
development, which ultimately affects the economic
security of these regions.

Conclusions

The analysis of methods used to investigate the struc-
ture and dynamics of differentiation of social and eco-
nomic development of regions demonstrated the need
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MapkeTUHroBuMin MexaHi3M opraHisauiii xapyyBaHHSA fiTen
y 3aKiagax 3arasibHoi cepeaHbol OCBITH
AHacrTaciqa CepriiBHa KoHoBaneHko

TaBpivicbkui fepxxaBHUA arpoTexHoJ10riYHni yHisepeutert im. [l. MoTopHoro
72312, npocn. borgaHa XmenbHuybkoro, 18, M. Menitornosnb, YkpaiHa

AHOTaUifl. AKTyalbHICTb JOCHiPKEHHA NMUTAaHHA OpraHisanii Ta AKOCTi Xap4yyBaHHsA JliTeil y 3aKaajax OCBiTh
0B s13aHa 3 HeOOXIHICTIO BU3HAYEeHHSI [IOTEHI[ia/Ty 3aCTOCYBaHHS MapKETVHTOBMX IiIXO/iB 3 METOIO ITiABUIIIEHH
piBHA opraHisauii XxapuyBaHHA AiTeil. MeTa CTarTi IO/IATA€ Y BUAB/ICHHI METOTOIOTTYHIX METOAIB 10A0 (OPMyBaHH:
KOHIIENTya/IbHOI MOJIE/Ti MapKETMHIOBOTO MeXaHi3My OpraHisallii XapuyyBaHHA JiTell y 3aK/IaflaX 3araJlbHOI CEpeHbOI
ocBiTi. TeopeTNKO-MeTO/ONOriYHOI0 OCHOBOIO IOCIKEHHA CTa/li 3araJIbHOHAYKOBi Ta crenudiyni Merony, 3a
JIOTIOMOTOI0 AKUX Oy/u chOpMy/IbOBaHI TeOPETUYH] [IOI0KEHHA HAIIPAMIB ITpo0O/IeMaTKy OpraHisaliii XapayBaHH:
JiTell y 3aKajiaX 3arajibHOI CepeHbOI OCBITU. Y CTATTi aHa/i3yeThCsA BHYTPIIHA CTPYKTYpa MapKeTUMHIOBOTIO
MeXaHi3My IUIIXOM aHajIi3y I OCHOBHUX (DYHKIIiL: ITAaHYBaHH:A, OpraHisallis, MOTHBAIIis Ta KOHTPOIb. Po3kpuTo
3MICT KI0490BMX (YHKIiI MapKeTMHIOBOTO MEXaHi3My Ta OXapaKTepM3OBAaHO iX 3MICT, a TaKOX pO3poO/IeHO
KOHIENTYa/lIbHy MOJIe/Ib MapKETMHIOBOTO ME€XaHi3My OpraHi3allil Xap4yBaHHA JjiTell IIKiTbHOIO BiKy Ha OCHOBI
B3a€MOfiI CY0 €KTiB MapKeTHHIY Ha COLiaTbHOMY, CUCTEMHOMY Ta OCOOMCTOMY PiBHSX YIpaBliHHA. ABTOPOM
3aIIPOIIOHOBAHO POSIVLA/IATY AP0 MOJie/li MApKEeTVHIOBOT'O MEXaHi3My K CUCTeMY B3a€EMOJII Cy0 €KTiB MapKeTUHTY,
AKi € KIIIOYOBMMI CTEMKXO/IIEPaMI Ha PUMHKY IPOAYKTiB i OC/IYT Xap4yBaHHA JiTell IIKibHOro BiKy. BcTanosnexo,
II0 CTPATEriYHMM IPIOPUTETOM 3aIPOBAJYKEHHA MAPKETMHIOBOTO MEXaHi3My OpraHisalii XapYyBaHHA JiTei €
CIIPUSIHHS KOMIUIEKCHIN peaisalil JOBrOCTPOKOBMX IIporpaM y Liii cdepi Ha OCHOBI Iep)KaBHO-IIPUBATHOTO
napTHepcTBa. IIpaKTyyHa HiHHICTD JOCTIKEHH O/ATa€e y BCeOIYHOMY aHalisl CTPYKTY Py MapKeTMHIOBOTO MeXaHi3My,
CIIPSIMOBAHOTO Ha OpTraHi3allilo B3aeMOAII Cy6 e€KTiB MPOLeCy, siKa CIPUATHME JOCITHEHHIO MAKCYMATIbHO MOYK/IBOTO
piBHA AKOCTI Ta 6e31eYHOCT] Xap4uyBaHHA JiiTell 32 HAABHUX YMOB

Knioyosi cnoea: MapKeTUHT, CTENKXOIEP, ITOCTYTY Xap4OBOTO CEPBICY, KOHLEMILiA COLlia/TbHO-€TUYHOTO MAapPKETHHTY,
PMHOK ITPOJOBOIbCTBA
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Abstract. The relevance of the study of the organisation and quality of children's nutrition in educational institutions
is related to the need to determine the potential for applying marketing approaches to improve the level of child
nutrition organisation. The purpose of the study is to identify methodological approaches for the establishment
of a conceptual model of the marketing mechanism for organising children's nutrition in institutions of general
secondary education. The theoretical and methodological basis of the study was general scientific and specific
methods, with the help of which the theoretical provisions of the directions of the problem of organising children's
nutrition in institutions of general secondary education were formulated. The study analyses the internal structure
of the marketing mechanism by considering its main functions: planning, organisation, motivation, and control.
The content of the key functions of the marketing mechanism is revealed and their content is characterised, and
a conceptual model of the marketing mechanism for organising food for school-age children is developed based on
the interaction of marketing entities at the social, systemic and personal levels of management. The study suggests
considering the core of the marketing mechanism model as a system of interaction between marketing entities
that are key stakeholders in the market of food and nutrition services for school-age children. It is established that
the strategic priority of introducing a marketing mechanism for organising children's nutrition is to promote the
comprehensive implementation of long-term programmes in this area based on public-private partnerships. The
practical value of the study is conditioned by a comprehensive analysis of the structure of the marketing mechanism
aimed at organising interaction between the subjects of the process, which would contribute to achieving the
maximum possible level of quality and safety of children's nutrition under existing conditions

Keywords: marketing, stakeholder, food services, food market, the concept of social and ethical marketing

Introduction

One of the most important tasks of society is to create ~ importance, however, it does not provide guaranteed

conditions for preserving and improving the health of
children. Children starting from the age of 6 are full-
fledged consumers in the market of food and food
services and get the right to make small transactions.
In fact, students of general secondary education insti-
tutions find themselves in the adult market segment,
but they do not have a stable model of consumer beha-
viour, which makes them vulnerable to the intensive
marketing activity of food manufacturers and suppliers.
Regulating the organisation of children’s meals is of great

Suggested Citation:

effectiveness in solving existing problems, it requires the
involvement of a wide range of stakeholders and innova-
tive approaches based on the marketing mechanism.

Theoretical principles of marketing in the mar-
ket of food products and services were investigated
by B.I. Paskhaver [1], ]. Pomeranz and S. Adler [2],
E.P. Golubkov [3], G. Kundeyeva, T. Mostenska and
L. Yevseeva [4] et al. Practical bases of implementation
of marketing activities in the markets of food prod-
ucts and services have become the subject of study by
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Ukrainian researchers. In particular, N.L. Savitska revea-
led the marketing aspects of providing full-fledged nu-
trition to the population [5]. The study by D.G. Legeza [6]
examined the logistics aspects of organising the mar-
keting of business entities in the market of food products
and services. Aspects of the functioning of the food mar-
ket are revealed by V.V. Lagodienko [7].

The study by H. Shin and S.J. Lee, Yu.-N. Lee,
and S. Shon [8] was devoted to the organisation of chil-
dren’s nutrition and developing strategies for improving
its level in the villages of the Kyrgyz Republic. The au-
thors considered this issue based on an analysis of the
impact of tactics and support for state health programmes.
The results were generally negative and indicated an
insufficient level of nutrition for children, despite more
than 10 years of support from state health programmes.
At the same time, other foreign researchers [9] reviewed
and comprehensively analysed the results of the im-
plementation of the European Food and Nutrition Action
Plan for 2015-2020 among the member states of the
European Regions. The researchers found generally
positive dynamics in some areas of nutrition in the field
of health care, in particular the organisation of nutrition
for school-age children.

Findings of researchers who have studied various
aspects of the organisation of nutrition for school-age
children mainly reveal the factors of influence of the
nutrition system of children on their health and well-be-
ing; study the problems of quality control of food prod-
ucts supplied by manufacturers to the secondary edu-
cation institutions (SEI); the main provisions for informing,
educational work, popularising the principles of healthy
nutrition; aspects of the functioning of economic entities
during the food chain “from producers to the table” [10].
Despite the significant contribution of researchers
to the study of the problems of organisation of child
nutrition in SEIs, it is necessary to further investigate the
potential of applying marketing approaches to improv-
ing the level of child nutrition organisation.

The purpose of the study is to define methodolog-
ical approaches to the establishment of a conceptual
model of marketing mechanism of catering for children
in institutions of general secondary education.

Methodological

The theoretical and methodological basis of the research
are the studies by Ukrainian and foreign specialists
on marketing activities of the food and food services
market, and the conceptual foundations of the theory
of marketing management. In the process of writing
the paper, the author used the following general and
special methods, with the help of which the research

problems were formulated and new ways for their
solution were substantiated: theoretical generalisation,
structural and functional analysis, system analysis,
synthesis, monographic method, and scientific ab-
straction. The content of the research consists of the
following stages: identification of actual needs and
thematic area; selection of methodological techniques
and tools for information processing and analysis of
results; development of the theoretical foundations of
the marketing mechanism to formulate the vocabulary;
determination of ways for diversification of marketing
product policy; determination of prospects for further
study.

In particular, using the method of theoretical
generalisation, the theoretical foundations of the func-
tioning of the marketing mechanism of the public catering
service sector as an objective process of interaction
between market entities are formed, and its key char-
acteristics are outlined. The monographic method served
as the basis for a comprehensive and in-depth study of
factors, tools, and methods of interaction of subjects
of the marketing mechanism of child nutrition organi-
sation in SEIs in Ukraine and individual countries of
the world, identifying the features of their interaction
in conditions of achieving the maximum possible
level of quality and safety of nutrition for school-age
children. To systematise and generalise global trends
in the process of managing the child nutrition system,
and explication the functions and content of the mar-
keting mechanism, the method of structural and func-
tional analysis was used. The method of system analy-
sis and synthesis allowed establishing structural links
between all subjects of the process of providing children
with food.

Using the method of scientific abstraction, the
study results were generalised and conclusions were
formulated through an in-depth knowledge of the struc-
ture and functions of the marketing mechanism, and
a conceptual model of interaction between marketing
subjects. Tabular and graphical techniques provided
a visual interpretation of the obtained scientific results
of the study on the established problem.

Results and Discussion

The key person in the market is the consumer, whose
needs determine the content and areas of marketing
activities. Consumer stereotypes are formed in child-
hood, so marketing influence on children is part of the
business strategy of brand penetration into the child’s
mind [11]. Based on the analysis of the consumer sta-
tus of a child, it is determined that at school age the
buyer and consumer of food products and services is
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a child, their consumer choice is guided by their own
needs and makes decisions about the purchase and
consumption of food under the influence of external
and internal factors [12]. In the recommendations
for healthy nutrition for adults dated 08.12.2017, the
minister of health of Ukraine noted that “cultivation
of healthy dietary choices for children of school age is
based on the joint participation of parents, other family
members, teachers, and the powerful influence of the
external environment” [13].

Optimisation of approaches to the organisation
of nutrition for children during the school day at the
present stage is one of the priority tasks of society [4].
Changing the ways of forming cultural values, mental
attitudes, and decision-making by modern children
makes it necessary to find innovative approaches to
improving the level of their conscious consumer beha-
viour in the food market based on the functioning of
the marketing mechanism. The introduction of an effec-
tive marketing mechanism in the system of catering for
children in SEIs requires a scientifically based concep-
tual framework with the use of modern information
technologies and innovative approaches.

It is advisable to consider the marketing mech-
anism of catering for children as a multi-level marke-
ting system that considers the state of the market of
food products and services, interaction with the inter-
nal and external environment of marketing entities in
the field of providing nutrition for children in organised
groups, helps them adapt to changing business envi-
ronment conditions. Given the focus of the marketing
mechanism for organising children’s meals in SEIs on
solving an important social problem, it should provide
for comprehensive regulation based on the interaction
of key marketing entities. The marketing mechanism
provides for the following components:

— “input” to the system;

— “output” of the system;

— internal structure of the marketing mechanism,
which, for its part, contains the subject of management,
the target purpose of the functioning of the mechanism,
the object of management, marketing subjects (who
participate in the functioning of the mechanism) and
the existing relationships between them; levers of influ-
ence of marketing subjects on the object of management,
methods of influence and key principles underlying its
functioning [14].

The functioning of the marketing mechanism
provides for the manageability of processes occurring
in its internal structure, which is reflected in the avail-
ability of subjects and objects of management. For the
most part, such elements provide for state support for
the development of a particular sphere or industry.
According to the principles concepts of social and eth-
ical marketing, marketing activity management should
involve the process of making managerial decisions that
meet the expectations and requirements of the market
(consumers) and the needs of society, so the mana-
gerial aspect of the marketing mechanism should be
considered through management functions.

Modern science of economics and enterprise
management identifies four main management func-
tions: planning, organisation, motivation, and con-
trol. A special feature of the marketing mechanism for
managing the children’s nutrition system is the imple-
mentation of specific managerial functions through
the use of specific marketing tools and levers of in-
fluence. The marketing mechanism of catering for
children in SEIs should also provide for the perfor-
mance of general management functions, the content
of which is conditioned by the specifics of the object
of management and its marketing nature (Table 1).

Table 1. Functions of the marketing mechanism for catering in SEI

Functions of marketing mechanism

Content of functions of the marketing mechanism

for managing the child nutrition system in SEls

Planning

Setting the goal is to achieve the highest possible level of quality and safety

Setting a goal of food for school-age children under existing conditions

Identification of tasks that need
to be completed to achieve the goal

Identification of operational tasks that need to be performed to improve the
quality and safety of children’s food

Establishment of a national strategy for modernising the catering system for
school-age children.

Development of interdepartmental and regional programmes for the
implementation of measures aimed at using the existing potential to improve
the quality and safety of food for school-age children

Choice of a strategy
and means to achieve a goal
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Table 1, Continued

Functions of marketing mechanism

Content of functions of the marketing mechanism
for managing the child nutrition system in SEls

Organisation

Distribution of tasks among the
subjects of the marketing mechanism

Distribution of programme tasks on the organisation of children's nutrition
among the subjects of the marketing mechanism

Coordination of the activities
of marketing mechanism entities

Implementation of systematic coordination of the activities of subjects of the
marketing mechanism within the framework of programmes. Creation of an
integrated management system within the field of interaction of subjects of
the marketing mechanism and coordination of levers and methods of their
influence on the model of consumer behaviour

Motivation

Encouragement of participants
to implement the tasks necessary
to achieve the goal

Encouragement of marketing entities at different levels of management of the
catering system for school-age children to perform tasks necessary to achieve
the goal

Provision of consistency
in the functioning of subsystems
of the marketing mechanism

Creation of a system for operational coordination of key parameters of the
functioning of subsystems of the marketing mechanism

Control

Determination
of the degree of achievement
of the goal

Fixation of current parameters and determination of the degree of achievement
of the goal and performance of tasks based on them. Identification of deviations
and the reasons that caused their occurrence

Introduction of corrective measures

Implementation of corrective measures, correction of strategy and programmes

Source: compiled by the author based on [15]

The basis for the functioning of the marketing
mechanism is the interaction of subjects whose partici-
pation is considered at the personal (consumer level),
social (contact audience), and system (institutional mech-
anism) levels. According to the proposed hierarchy, the
personal level of the organisation of the nutrition system
is implemented at the level of the individual (child).
It is manifested in their conscious choice of high-quality
and safe food products and conscious motivated refus-
al to consume food that can harm their health. This level
coincides with internal factors in an integrated approach
to modelling consumer behaviour. The social level pro-
vides for the development of an appropriate environment,
which will contribute to the establishment of healthy
eating habits and increase the child’s motivation for a
personal conscious attitude to their own nutrition system.
The group of marketing entities of this level includes
the family, reference groups, the public, membership
groups, which include the child, SEI, and extracurricular
institutions, etc.

The system level of management of catering for
school-age children should provide for the involve-
ment of all marketing entities in the market of food

products and services for school-age children, except
for state authorities and local self-government. The sys-
tem level provides for the involvement of operators of
the food service sector, food producers, the retail sys-
tem, the management of the SEI, utilities and business
entities that provide catering for children in the SEI, etc.
Interaction of stakeholders ensures in the long term
the gradual development of an innovative consumption
culture among the growing generation with a vector on
its quality and food safety.

The strategic priority of implementing a market-
ing mechanism for organising children’s nutrition in
SEIs is to promote the comprehensive implementation
of long-term programmes in this area based on pub-
lic-private partnership [15], which is economically
and socially substantiated. A conceptual model of the
marketing mechanism for managing the organisation
of children’s nutrition is developed (Fig. 1), which
provides for the diagnosis of a problem in the existing
system of child nutrition organisation and consideration
of it as a potential for improving the level of quality
and safety of children’s nutrition in the SEIs to the maxi-
mum possible extent.
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“Input” (current level of children’s nutrition)

Problem

Potential

‘ Marketing entities and their relationships ‘

Subject of management (state)

Personal level
Consumers
(school children)

Social level
Family
Community
Providers of educational services

System level
Bussiness structures

Bodies of state power and local self-govermment

Levers and methods of influence
g

Object of management (consumer behaviour
model of school-age children)

Principle of operation of the marketing mechanism

Monitoring and correction based on the results

Problem solution

Use of potential

“Output” (achievement of the maximum possible level under the existing conditions)

Figure 1. Conceptual model of the marketing mechanism

Source: developed by the author

A prerequisite for creating an open, reliable, and
transparent system of catering for school-age children
in the SEI is responsibility for the state of quality and
safety of nutrition for school-age children, all subjects of
the process of providing children with food. Well-co-
ordinated interaction of all subjects of the marketing

mechanism of catering for school-age children implies
their purposeful activity to achieve the target goal in
the form of the expected result. State regulation, in
this case, performs the function of a marketing subject
at the system level, which implies an active position on
the use of specific tools and levers of influence (Fig. 2).
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Interaction of subjects of the marketing mechanism for organising children’s nutrition
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Figure 2. Factors, tools and methods of interaction of subjects
of marketing mechanism for organising children's nutrition in secondary education institutions

Source: developed by the author

The conceptual model of functioning of the
marketing mechanism for catering school-age children
is determined by its key characteristics:

— the functioning of the marketing mechanism is
a controlled process, the subject of management forms
the field of interaction of the subjects of the marketing
mechanism and reasonable restrictions;

— the core of the marketing mechanism is the system
of interaction of marketing entities, the level of group
interaction of which affects the effectiveness of us-
ing the potential to improve the efficiency of catering
for children to the maximum possible (guaranteed) level
in the existing conditions [16];

— the interaction of marketing subjects is charac-
terised by the presence of chain reactions caused by
the existence of relationships between subjects;

— the functioning of the marketing mechanism is
aimed at obtaining a specific effect (target result) and
the overall goal of marketing entities;
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— the purpose of the functioning of the marketing
mechanism is to improve the level of quality and safety
of children’s food through a qualitative change in the
model of consumer behaviour of children and strengthen
the inner conviction of children to give preference to
healthy eating in the process of making decisions about
the purchase and consumption of food, and the choice
of food service providers;

— subjects of the marketing mechanism use app-
ropriate levers (marketing tools and resources) and
methods of influence to achieve the target goal.

The complexity of a marketing mechanism de-
pends on the complexity of the processes that occur in
it, the scale and number of links. In this case, the opi-
nion of researchers who argue that the more complex
the social process, the more complex the mechanism
of its regulation, is correct [15]. However, the well-es-
tablished functioning of an effective marketing mecha-
nism can provide a synergistic effect due to the creation

143




Marketing Mechanism of Children’s Nutrition in General Secondary Education Institutions

of conditions for innovative development based on the
introduction of the latest approaches by marketing
entities to solving existing problems of society, the de-
velopment of the market for food products and services
and the activities of individual business entities. The
implementation of the marketing mechanism for or-
ganising children’s nutrition is aimed at organising the
interaction of marketing entities that would allow achiev-
ing the maximum possible level of quality and safety
of children’s nutrition under the existing conditions.

Conclusions

Based on the study results, the structure of the marke-
ting mechanism, its functions and the conceptual model
of interaction between marketing entities at the sys-
tem, social and personal levels of management are deter-
mined. It is established that the strategic priority in
the introduction of a marketing mechanism for cater-
ing for school-age children is to promote the compre-
hensive implementation of long-term programmes in
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