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Abstract. The volume of capital outflows from Ukraine to offshore jurisdictions has become quite large and poses a threat
to the economic security of the state, however, measures to de-offshorise the economy are not effective. Therefore, this
study is aimed at identifying factors that affect the level of offshoring of the economy, in addition to the state's tax policy,
and at developing measures to de-offshorise the state economy. The study used general and special methods of cognition,
economic, mathematical, and statistical analysis, the method of deduction and theoretical generalisation. A theoretical
analysis of offshoring as an economic category is carried out, the scale of oftfshoring of the world economy and its impact
on the economic security of the state is determined, which substantiated the relevance of the chosen research topic. The
main factors influencing the level of oftshoring of the economy, except for tax evasion, are highlighted. A methodology
and algorithm for determining the total amount of capital outflow are proposed and calculations of the total amount of
capital outflow from Ukraine for 2013-2019 are carried out. A correlation analysis was carried out to determine the level
of influence of certain factors on the offshoring level of the Ukrainian economy. A mathematical model of the influence of
these factors is constructed (x, x, ... x ) at the level of offshoring of the economy (y), which allowed identifying the factors
that most contribute to the increase in the volume of capital outflows from Ukraine. A comparison of the level of corporate
raiding, the coefficient of offshoring and the volume of capital outflow from Ukraine is carried out, and a conclusion is
made about their stable interdependence. Based on the results of the study, the main ways of de-offshoring of the Ukrainian
economy in the process of creating and forming the Bureau of Economic Security of Ukraine are developed. It is proposed to
create a division within the specified bureau that will perform the functions of countering raiding and violation of property
rights of business entities. It is assumed that these measures would contribute to the de-offshoring of the economy and ensure
the economic security of the state. The findings of the study can be used to form legislative and institutional support for de-
offshoring and ensure the economic security of the state. In particular, based on the results, it is recommended to form the
main directions of work and functions of the newly created Bureau of Economic Security of Ukraine

Keywords: offshore, capital outflow, investment, de-offshoring, corporate raiding, security

Received: 15.01.2021, Revised: 10.03.2021, Accepted: 31.05.2021

Suggested Citation: Hobela, V.V, & Melnyk, S.I. (2021). Offshoring as a threat to the national economic security: Causes and
ways to counteract. Scientific Bulletin of Mukachevo State University. Series “Economics”, 8(2), 9-16.

*Corresponding author

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 9-16 m‘)
-



Offshoring as a threat to the national economic security: Causes and...

Introduction

Modern business is characterised by the movement of fi-
nancial and economic operations and capital from national
economic systems to so-called oftshore companies, which
led to the emergence of a phenomenon - the offshoring of
the economy. The main reason for this phenomenon is the
desire of business representatives to reduce the taxburden by
using offshore jurisdictions, where tax conditions are much
more favourable. The movement of capital and a reduction
in the amount of taxes paid has a negative impact on the
economic security of the state. However, reducing the level
of taxation and providing preferential business conditions
for national business entities is not the key to reducing the
level of offshoring of the economy. Firstly, because the level
of taxation in offshore jurisdictions is quite low or taxation
is limited to a fixed annual payment [1], which in any case
is more favourable conditions for business than moderate
tax rates in national jurisdictions. Secondly, reducing the
tax rate can have a very negative impact on the economy
and on the economic security of the state, which in turn
will encourage business representatives to withdraw capital
to more reliable “harbours”, that is, to offshore companies.

Thus, it is necessary to explore ways to reduce the
level of offshoring of the economy, which do not require a
radical change in the level of taxation and tax policy of the
state. Therefore, it is necessary to establish a wider range of
reasons that affect the level of offshoring of the economy, in
addition to tax policy, and investigate them. Based on the
results of such an analysis, it would be possible to develop a
system of measures to eliminate the main causes of offshor-
ing and ensure the economic security of the state. All this
determines the relevance of the subject matter.

According to this, there is a need to reveal the the-
oretical content and essence of the process of offshoring of
the economy, to find out the nature of the impact of this
phenomenon on the state economy. It is also necessary to
find ways to minimise the negative impact of offshoring
on the economy, which would contribute to ensuring the
economic security of the state. It is worth noting that the
current volume of capital outflows to offshore companies
is rather impressive. According to the analysis, about 10%
of the world's capital is concentrated in offshore companies
and more than 50% of world trade takes place using oft-
shore jurisdictions [2], the total amount of assets placed in
offshore companies is approximately USD 20-30 trillion [3],
about a third of the capital is placed offshore in the form of
bank deposits [4].

The vast majority of leading multinational compa-
nies in the United States and the EU have their representa-
tive offices in offshore jurisdictions. As for the post-Soviet
countries and Ukraine, most of the capital is returned back
to the parent countries in the form of round-trip however,
the amount of accumulated capital in offshore companies is
significant. Notably, about 40% of business capital from the
former Soviet Union is located in offshore companies [5].
In recent decades, Ukrainian businesses have been most ac-
tively using Cyprus to reduce the tax burden and withdraw
capital. According to experts, the capital placed in Cyprus
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reaches about USD 30 billion [6], and since the beginning
of the Russian aggression and military operations in eastern
Ukraine, assets worth more than UAH 500 billion have been
withdrawn to Cyprus [4; 7].

Such a movement usually occurs at the expense of
transfer pricing, which allows distributing funds between
the structural divisions of the parent companies. However,
in practice, such actions are only a legal way to withdraw cap-
ital to offshore companies and reduce the tax burden [8].
That is why the analysis of offshoring and the causes of cap-
ital outflow is an urgent area of scientific research. Especially
the development of recommendations for de-offshoring of
the economy.

The purpose of the study is an identification of fac-
tors that affect the level of offshoring of the economy, in
addition to tax policy, and the development of measures to
de-offshorise the economy. Therefore, the main tasks are the
following: 1) formation of a methodology for calculating
the total volume of capital outflows and establishing the
level of oftshoring of the state economy; 2) identification of
the main factors affecting offshoring, except for tax policy;
3) establishment of the level of influence of these factors;
4) development of recommendations to minimise the neg-
ative impact of offshoring of the economy and ensure the
economic security of the state.

Literature Review

A significant number of papers by Ukrainian and foreign
scientists are devoted to the problems of offshoring of the
economy and capital outflow. In particular, Ukrainian sci-
entists studied the economic content and essence of offshor-
ing, the scale and consequences of capital outflow from the
economy, the main schemes of capital movement and money
laundering, considered the state and main problems of
oftshoring of the Ukrainian economy [2]. The role and scale
of offshoring and its impact on the Ukrainian economy were
also investigated, and a number of measures were proposed
to encourage the return of previously exported capital to
Ukraine [4]. Some scientists have studied offshoring as a
separate economic category, analysed the effectiveness of
the method for calculating the coefficient of offshoring of
the economy and its impact on the economic security of
the state [9].

The main reasons for capital outflows and the move-
ment of financial transactions outside national jurisdictions
are excessive tax burden compared to offshore jurisdictions.
Inaccordance with this, the researchers studied the essence
and main causes of tax evasion, and proposed an alterna-
tive theoretical substantiaton for the relationship between
tax evasion and the level of inflation in the country [10].
Scientists have also studied the causes and scale of offshor-
ing of the economy, the impact of offshore capital on the
development of national economies and political situations
in different countries [11]. The impact of offshoring of the econ-
omy and its shadowing on economic growth and develop-
ment of the state in the long term were investigated, the main
directions for legalising the economy were developed [12].

O
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Interrelation of the level of offshoring of the economy and
its shadowing, the impact of criminal structures and cor-
ruption on these processes [13].

Notably, globalisation and liberalisation of eco-
nomic policies played an important role in the process of
offshoring of economic systems, and especially the global
economy. The establishment of open markets, the liberalisa-
tion of capital and investment movements also contributed
to the activation of oftfshoring of economic systems and the
global economy. Therefore, foreign scientists have studied
the relationship between e-commerce and corporate social
responsibility and, in particular, the impact of e-commerce
on the taxation of employees' wages [14].

In general, a significant number of scientists have
addressed the problems of offshoring of the economy,
capital outflow, tax evasion, establishing the cause of these
problems, their scale and trends [10; 12; 15]. Causes and
consequences of capital outflows and foreign direct invest-
ment from national economies and ways to counteract these
processes [16]. The impact of offshoring on the banking
system and financial markets, the impact of offshoring on
the shadowing of the banking sector, and ways to prevent
this process were also investigated [17].

Studies by Ukrainian researchers [6; 18; 19] are also
devoted to the problems of offshoring of the Ukrainian
economy and the causes of capital outflow. In addition, the
problem of offshoring of the economy is relevant today due
to the impressive volume of capital outflows to offshore com-
panies [20]. The relevance of the problem is confirmed by
data on the annual movement to offshore companies of an
average of 9.8% of the world's wealth, and the maximum
value of this indicator is 65-70% [19]. However, despite a
significant amount of studies on this topic, a number of is-
sues remain poorly understood. In particular, the reasons
for the offshoring of the economy are not related to the
state's tax policy and the desire of entrepreneurs to avoid
tax payments. This refers to other factors that contribute to
the process of offshoring of the economy in general and in
Ukraine in particular.

Materials and Methods

This study is based on the use of general scientific and
special methods of cognition, which are used to determine
the reasons for the offshoring of the economy, the degree
of their influence on this process, and the search for ways
to ensure the de-offshoring of the state economy. In par-
ticular, the synthesis was used to calculate the coeflicient
of offshoring of the economy and the methodology for
calculating the total amount of capital outflow from the
state, which allowed assessing the level of offshoring of the
economy. Using the hypothetical assumption, a hypothesis
was formed about the existence of a significant number of
factors contributing to the offshoring of the state economy,
in addition to the state's tax policy, and the neglect of these
factors is the reason for the inefficiency of state measures
to de-offshorise the economy. Through the use of empirical
analysis and generalisation, an exhaustive list of factors
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contributing to the offshoring of the Ukrainian economy
has been established.

The use of correlation analysis determined the level
of influence of the established factors (x,, x, ... .x) on the
dependent variable (y), which characterises the level of cap-
ital outflow. Based on the analysis, using the mathematical
modelling, a model of the influence of various factors on
the level of offshoring of the state economy is constructed
and the factors that have the greatest impact on this process
are determined. The use of the method of elementary
theoretical analysis allowed forming a conclusion about the
existence of a significant impact of the level of corporate
raiding on the level of capital outflow. To ensure the validity
ofthe findings, structural and genetic analysis and induction
established the dependence of the level of offshoring on a
number of other factors. In particular, empirical studies
of the stable dependence of offshoring on the presence
of political risks in countries are taken into account [21].
The study of the influence of moral and ethical norms of
entrepreneurs, the level of social responsibility and trust in
the government on the level of oftshoring of the economy and
the volume of tax revenues is also taken into account [15].
These results would allow the study to establish and confirm
the hypothesis of a significant impact on the offshoring of
the Ukrainian economy of factors that are not related to the
state's tax policy.

Using the graphical method and structural approach,
the relationship between the level of capital outflow from
Ukraine, the level of offshoring and the level of corporate
raiding is established. Using the formalisation methods and
the recommendation method, a number of measures have
been developed to de-offshorise the Ukrainian economy,
based on neutralising the influence of the considered fac-
tors in the process of implementing the BEPS plan declared
by the government (Base Erosion and Profit Shifting) [22]
and the creation of the Bureau of Economic Security of
Ukraine. The information base of the study consists of
scientific papers and other publications of Ukrainian and
foreign scientists, data from [23-25] and other sources of
statistical data.

Results and Discussion

Oftshoring has become a real phenomenon of the modern
economy. Therefore, the study of its scope, causes and counter-
action measures is an urgent and very important area. First
of all, in the course of the study, the coefficient of offshoring
of the Ukrainian economy was calculated. The calculation
of the specified coefficient is carried out according to the
methodology that provides for 6‘5101e following equation (1):

= (1)
GDP

where: CO - capital outflow; GDP - gross domestic product.
To ensure the reliability of the results of calculating

the offshoring coefficient and to calculate the total amount
of capital outflow, it is necessary to determine the level of
outflow of hidden capital. This includes payments for im-
ported goods and services that were not actually received
under the terms of the contract, payments for fictitious
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operations with securities, and so on. In accordance with this,
the total capital outflow is calculated using the equation (2):

TCO =", D + XM, FDI + 3'_, PI + $X  HCO — ¥J_ RT (2)

where: TCO - total capital outflow; D - deposits abroad;

FDI - foreign direct investment; PI — portfolio investments
abroad; HCO - hidden capital outflow; RT - round-trip
investments.

The results of calculating the volume of capital out-
flow and the offshoring coeflicient are presented in Table 1.

Table 1. Results of calculating the total volume of capital outflow and the coefficient of offshoring
of the Ukrainian econom

Indicator, billion USD 2013
Deposits 11.793 6.099 15.748 8.040 6.246 10.731 10.170
FDI 3.001 2.108 2.208 5.223 5.780 4.830 5.329
Portfolio investments 0.172 0.216 0.188 0.121 0.126 0.161 0.172
Hidden capital outflow 0 2.150 0.250 2.800 1.400 2.400 2.448
Round-trip investments 1.055 -1.038 -0.162 0.134 0.270 0.485 1.046
Total capital outflow 13.911 11.611 18.556 16.050 13.282 17.637 17.073
GDP 183.3 131.8 90.6 93.3 112.15 130.8 153.8
Offshoring coefficient, % 7.59 8.81 20.48 17.20 11.84 13.48 11.10

Source: calculated by the author based on [23; 25]

According to the results of the calculation, it can be
concluded that the Ukrainian economy is characterised by
quite significant amounts of capital outflow and a high level
of offshoring of the economy. Taking into account the re-
sults of the analysis and the negative dynamics of capital
outflows and the offshoring coefficient, it can be concluded
that state measures to counteract offshoring are ineffective.
Therefore, the study of the process of offshoring of the
Ukrainian economy should be carried out in more detail.

The next stage of the study is to analyse the degree of
influence of various factors on the volume of capital outflows.
To perform this analysis, the correlation analysis was used,

which will provide for an assessment of the influence of vari-
ous factors (x, x, ... .x ) on the dependent variable (y). Among
the factors that can affect capital outflows is the dependent
variable (y), selected the following: budget deficit (x)),
GDP (x,), external debt (x,), inflation level (x,), raiding of
enterprises (x,) and the level of public confidence in the
banking system of Ukraine (x,), round-trip investments (x.).
The results of the analysis are presented in Table 2.

Results of constructing a mathematical model of
the influence of various factors (x,, x, ... .x ) on the level of
capital outflow (y) and the scale for assessing this impact
are shown in Table 3.

Table 2. The amount of influence of established factors (x,, x,...x,) on the volume of capital outflows (y)

0.81254

y - 0.1285 -0.3033 -0.4224 0.57704 -0.3771 0.36884
x, 0.1285 - -0.4152 -0.3019 0.73139 0.17404 -0.0926 0.10771
x, -0.3033 -0.4152 - 0.81365 -0.7246 -0.1849 0.53034 0.55183
X, -0.4224 -0.3019 0.81365 -0.4238 -0.6063 0.90677 0.24996
x, 0.57704 0.73139 -0.7246 -0.4238 - 0.21599 -0.0921 -0.2746
X 0.81254 0.17404 -0.1849 -0.6063 0.21599 - -0.711 0.38048
X, -0.3771 -0.0926 0.53034 0.90677 -0.0921 -0.711 - -0.0537
x 0.36884 0.10771 0.55183 0.24996 -0.2746 0.38048 -0.0537 -

Source: developed by the author based on data from [23-25]

Table 3. Results of calculating the influence of factors (x, x,...x,) on capital outflow ()

Indicator value Impact level Factor
0.1-0.25 Minor or no impact X,
0.25-0.5 Weak dependence Xy Xy X, X,
0.5-0.8 Dependence is above average x,
0.8-0.99 Significant impact x,

Source: developed by the authors
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Based on the results of the analysis and the con-
structed mathematical model a significant level of influence
and dependence of the factor was established x, (0.81254),
which is identified as the level of corporate raiding in
Ukraine. In accordance with this, it can be concluded that
one of the most important reasons affecting the volume of
capital outflow, in addition to the state's tax policy, is the
high level of raiding. Using the graphical method, the study
presents the dynamics and level of relationship between the

level of raiding in Ukraine and the coefficient of offshoring
of the Ukrainian economy (Fig. 1).

The relationship between the level of raiding in
Ukraine and the volume of capital outflow from Ukraine is
shown in Figure 2. Thus, it can be concluded that the level
of raiding has a significant impact on the volume of capital
outflow and on the coefficient of offshoring of the Ukrainian
economy.

900 - - 25
y = 88.393x + 165.29
800 R2=0.9332
700 - - 20
600 -
- 15
500
400 -
- 10
300 -
200 - y =1.7849x + 5.6394
R? = 0.453 rS
100
0 ; ; ; ; ; ; 0
2013 2014 2015 2016 2017 2018 2019
—o—Level of corporate raiding —e—Offshorisation coefficient

Figure 1. Relationship between the level of corporate raiding in Ukraine and the offshoring coeflicient of the economy

Source: developed by the authors
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Figure 2. Relationship between the level of corporate raiding in Ukraine and the volume of capital outflow

Source: developed by the authors

In general, the level of corporate raiding significantly
affects the outflow of capital from Ukraine and the level
of offshoring of the Ukrainian economy. In addition, it is
necessary to take into account the findings of empirical
studies on the relationship between political risks and capital
outflows, which were carried out for a significant number
of developing countries [21]. The results of the analysis
show that there are stable relationships and a significant
level of influence of political risks on the volume of capital
outflows, especially for developing countries (in this case,

Scientific Bulletin of Mukachevo State

for Ukraine), since in most cases there is a relatively strong
correlation. These empirical calculations are also confirmed
by the analysis of the number of established enterprises in
oftshore companies from 1992 to 2016 [24]. According to
this, the largest number of offshore companies was reg-
istered during the crisis, especially during the periods of
institutional crises in 1999 and 2007 [20; 24]. According
to this, the reasons for capital outflows and offshoring of
the economy are also the desire to protect property rights
that are violated and cannot be fully secured by the state.
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In Ukraine, in particular, there is a significant level of reg-
ulatory and political influence on Business, a high level of
corruption, a significant amount of harassment and raider
seizure of business, especially in 2001-2015 [7; 24]. There-
fore, one of the important reasons for the offshoring of the
Ukrainian economy is an attempt to protect the business
from these threats. It can be assumed that the neglect of these
threats and the lack of measures to counteract them caused
the inefficiency of measures to de-offshorise the economy.

Taking into account historical aspects and current
trends, offshoring should be considered not only as a pro-
cess of tax evasion, but also as a process of optimising eco-
nomic activity, which to a certain extent contributes to
economic development. According to researchers [15], the
number of tax payments and the amount of tax asymmetry
are influenced not only by tax rates and the amount of
fines for non-payment of taxes, but also by the dominant
moral and ethical values, the level of social responsibility
of business and the level of its trust in the government. The
level of trust implies the belief that tax revenues are used to
improve the well-being of the population, and are not the
object of corruption activities. A high level of social re-
sponsibility and trust in the government contributes to
the establishment of a tax culture of business. As a result, the
volume of tax revenues increases and the level of tax asym-
metry decreases. But the low level of trust in the govern-
ment and social responsibility of business contributes to
the offshoring of the economy. These research results and
conclusions are particularly relevant for the Ukrainian
economy.

Summing up the results of the analysis, it should be
noted that the urgent problem is the need to de-offshorise
the economy to ensure the economic security of the state.
It is estimated [20] that annual capital leaks from Ukraine
amount to about USD 11 billion. In accordance with this,
an equally important area of activity is to facilitate the
return of previously withdrawn capital to Ukraine, which
would boost economic development, reduce external debt,
and increase GDP. Notably, in Ukraine, the amount of capital
withdrawn significantly exceeds the amount of external debt
of the state. In particular, this ratio (capital outflow/external
debt) is 1.29 [1]. That is, the amount of capital withdrawn
is 29% higher than the amount of external public debt. In
accordance with this, creating favourable conditions for
de-offshoring of the economy and the return of previously
withdrawn capital would have a significant impact on GDP
growth and the well-being of the population.

It is worth noting that offshoring has become a
threat not only to the Ukrainian economy, but also to the
economy of many countries and the global economy as
a whole. That is why the OECD has developed a plan in
2013: BEPS - a plan to counteract the erosion of the tax
base and the withdrawal of profits from taxation [26]. Its
main task is to prevent the outflow of capital to offshore
jurisdictions. More than 100 countries, including Ukraine,
have joined the plan, which has declared a number of
measures and intentions to combat the oftshoring of the
economy. Notably, active work is underway to form the
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Bureau of Economic Security of Ukraine and transfer to it
all functions related to the de-offshoring of the economy.
All these circumstances once again confirm the relevance
of the findings, since their use in the implementation of
the BEPS plan and the establishment of the main functions
and activities of the Bureau of Economic Security would
contribute to improving the effectiveness of measures to
de-offshorise the economy. Therefore, to effectively combat
offshoring, it is necessary to direct all efforts to protect prop-
erty, intellectual and other rights that are not provided in
Ukraine, namely, protecting businesses from corporate raid-
ing, access to effective and reliable financial instruments on
the international market, and so on. Therefore, based on the
findings of the study, it is appropriate to introduce a number
of measures to de-offshorise the Ukrainian economy.

Firstly, it is necessary to improve the institutional and
legal support for de-offshoring. The implementation of these
measures is possible by creating a department for combat-
ing corporate raiding and protecting the economic rights of
citizens within the Bureau of Economic Security of Ukraine.
It is necessary to give this division a wide range of powers
to monitor, prevent and counteract raiding, promote the
protection of property and intellectual rights of citizens,
legal entities, and foreign investors. These measures should
be based on the relevant legal norms.

Secondly, to improve the market business environ-
ment and investment climate. Such measures should be
systematic and include increasing the transparency of the
judiciary, developing financial infrastructure, restoring the
authority of the government and state institutions, and in-
creasing the investment attractiveness of the economy by
eliminating political risks. In particular, it is necessary to
exercise strict control over the amount of external debt,
the size of which in relation to GDP significantly exceeds
the recommended limit (60% of GDP), which significantly
reduces the investment attractiveness of the state and indicates
the existence of a significant number of risks for investors.

Thirdly, at this stage, practical efforts to counteract
offshoring should also be aimed at developing effective
mechanisms for asset recovery and legalisation and capital
amnesty. Since the need to take into account the sustainable
relationships between FDI and round-trip investments and
their impact on the economic security of the state in the
process of forming measures to de-offshorise the economy.

Conclusions

The study is devoted to the characterisation of offshoring as
an economic phenomenon inherent in the modern economy.
Its relevance is conditioned by the stunning scale of the
oftshoring of the Ukrainian and global economy as a whole.
Offshoring of the economy is a negative phenomenon for
the state economy, as it significantly increases the size of
the shadow economy and affects the economic security of
the state. However, the increase in the level of offshoring
is caused not only by the desire of businesses to reduce or
avoid paying taxes, but also by a number of other reasons
that have been identified and considered.

A methodology for calculating the total volume of
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capital outflow from the state economy is proposed, which
provides for calculating the amount of deposits in foreign
banks, the volume of FDI in the economy of foreign coun-
tries, the volume of portfolio investments abroad and the
amount of hidden capital outflow abroad minus the volume
round-trip investments. Thus, it became possible to more re-
liably calculate the coefficient of offshoring of the Ukrainian
economy.

Alist of the main factors affecting the level of offshor-
ing of the state economy, except for tax policy, is compiled.
These factors include: the state of the economy, the level
of raiding, the protection of property and corporate rights,
investment guarantees and the level of investment risk, the
level of public confidence in the banking system, the level
of corruption, and the volume of round-trip investments.

As a result of the analysis and mathematical model-
ling, a significant impact of the level of raiding on the level
of offshoring of the state economy has been established. It is
concluded that the inefficiency of measures to de-offshorise

the economy is the reason not only for tax policy, but also
for a significant level of raiding, violation of other property
rights of business entities, excessive administrative pressure
from fiscal authorities and political pressure on business,
a high level of corruption and distrust of the government
and the banking system. In accordance with this, the devel-
opment of a system of measures to counteract these factors
would contribute to the de-offshoring of the economy and
ensure the economic security of the state.

It is proposed to use the results of the study of factors
influencing the oftshoring of the Ukrainian economy in the
creation of economic policy and de-offshoring of the econ-
omy. In particular, it is recommended to create a depart-
ment for combating corporate raiding and protecting the
economic rights of citizens within the Bureau of Economic
Security of Ukraine. It is also recommended to direct prac-
tical efforts to counteract offshoring to the establishment
of effective mechanisms for the return and legalisation of
assets.
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Odwopu3sauia Ak 3arpo3a eKOHOMIYHI 6e3newi Aep>XaBu: NPUYUHU Ta
LWAAXU NPOTUAIT

Bonogumup BonogumupoBud lobena, CtenaH IBaHoBuY MenbHUK

JIbBIBCbKMU fepxkaBHUW yHIBepCUTET BHYTPILLHIX cripas
79000, Byn. lNopoaoybka, 26, M. JIbBiB, YKpaiHa

AHoTauis. O6cAru BinTOKy Kamitasnis 3 YkpaiHy B opUIOpH] I0pMCAUKIT cTamy KOBOM MacIITAOHUMM Ta CTAaHOBJLATD
3arpo3y I/11 eKOHOMI4HOI Oe3IeKy Zep)kaBU, HATOMICTDb 3aXOAM 10O Aeoduiopusalii eKOHOMIKM He € e(peKTUBHIMIL.
Tomy, ocmifKeHH: CIpAMOBaHe Ha BCTAHOB/ICHHA YMHHIIKIB, 1[0 BIVIMBAIOTh HA piBeHb odIIopusanii ekoHOMIKH, OKpiM
IIOIaTKOBOI MOJITYKY JepXKaBM Ta Ha PO3POOKY 3aXOfiB IIORO Aeoduiopusanii eKOHOMIKM Jiep>KaBy. Y HOCTifKeHH]
BUKOPMCTOBYBA/IMCh 3ara/ibHi i CIelia/IbHi MeTOAM i3HAHHSA, METOAY €KOHOMIYHOI0, MAaTEMaTUYHOIO i CTAaTUCTUYHOTO
aHaJIi3iB, METOX IeA YKLl Ta TEOPEeTUYHOIO y3araJbHeHHA. 3[i/ICHeHO TeOpeTMYHIIT aHali3 opuIopu3aliii AK eKOHOMiYHO]
KaTeropii, BU3Ha4eHO MaciTabyu oduiopusanii cBiToBOi ekOHOMIKW, 1i BIUIMB Ha eKOHOMI4YHy Oe3IeKy JepKaBl,
[0 OOIPYHTYBAJIO aKTYa/JbHICTb OOpaHOI TeMaTMKM JOCI/PKeHHA. BMIiTeHO OCHOBHI YMHHUKM BIUIMBY Ha piBeHb
oduropusanii eKOHOMiKM, OKpiM YHMKHEHHSA Ta YXVLAHHA BiJ| CIIaTU OZIAaTKiB. 3aIIpOIIOHOBAaHO METOLUKY Ta alTOPUTM
BM3HAYEHHS 3araJIbHOrO 00CATY BiITOKY KamiTaly Ta 3HilICHEHO pO3paXxyHKMU 3araJibHOrO 00CATY BifTOKY KalliTaly 3
Ykpainu 3a 2013-2019 poxu. IIpoBefieHO KOpeNALiiHUIA aHai3 I BCTAaHOBJIEHHA PiBHA BIUIMBY BM3Ha4YeHUX YMHHUKIB
Ha piBeHb odopu3anil ekoHoMiky Ykpainu. Ilo6ynoBaHo MaTeMaTI4Hy MOJ€/Ib BIUIMBY 3a3HAa4eHUX YMHHUKIB (xl, X, e xn)
Ha piBeHb oduropusanii ekoHoMiku (), IO faja 3MOTY BUSHAYMTY YMHHMKM, IO HANOIbIIe CIPUAIOTH 30i/IbIIEHHIO
o6csAriB BinToKy KamiTtasis 3 Ykpainu. I[IpoBefieHo nopiBHAHHA piBHA pelifepcTBa, koedinienTa oduropusaii ta 06cAris
Bi/ITOKY Kamitany 3 YKpaiHu Ta 3p06/1eHO BUCHOBOK IPO IXHIO CTIlIKy B3aEMO3a/IeXHICTb. [DYHTYIOUMCh Ha OTPUMAHUX
pesy/braTax JOCIiPKeHHA po3po0IeHO OCHOBHI IIIAXM feoIropusanii eKOHOMIKM YKpaiHu B Ipolieci CTBOpeHHS Ta
¢dbopmyBanHA Bropo ekoHOMiYHOI Oe3nekn YKpainy. 3alpolIOHOBAHO y CKJIafi 3a3Ha4eHOr0 6I0pO CTBOPUTY IifPO3TII,
0 BMKOHYBaruMe GYHKUIl mpotupil peliepcTBy Ta HOPYLIEHHA MailHOBMX IIpaB CyO’€KTiB MifIIpMEMHMIITBA.
[Tepen6avaerbes, Mo I 3aXOfyl COPUATUMYTH Heoduiopusanii eKOHOMIKM i 3abe3lIed4eHHI0 eKOHOMIUHOI Oesmexn
Iep>kaBuU. Pe3ynbraTy JOCTIIKeHHA MOXYTb OyTU BUKOPMUCTaHI W1 GOPMYBaHHA 3aKOHOJAABYOTO Ta iHCTUTYLIIHOTO
3abesnedyeHHA feodopusanii i 3abe3nedeHHA eKOHOMIUHOI Oe3leKky Hep)KaBM, 30KpeMa, Ha OCHOBi pe3y/braTiB
TOCTiKEeHH S peKOMEHYETbCA chOPMYBaTy OCHOBHI HaIpsAMM po6OTH Ta QYHKIII HOBOCTBOpEeHOro bIopo eKoHOMi4HOi
Oesmexn Ykpainu

KntouyoBi cnoBa: odurop, BifTik Kamitany, iHBecTuii, feoduiopusaris, peiinepcTso, 6esneka
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Introduction

The COVID-19 pandemic has led to the suspension of
business around the world due to the introduction of a
lockdown. The largest losses were suffered by industries
that depend on political factors, trade disputes between
countries and other geopolitical changes, namely: met-
allurgy, mechanical engineering, light industry. Since the
beginning of the pandemic, the volume of industrial output
in Ukraine has decreased by 8%, and more than 20% of
enterprises have closed [1]. According to data of Centre
for Applied Research [2], only in Kyiv, more than 35% of
enterprises stopped working, 16% of staff was reduced.

The main problems faced by Ukrainian enterprises
in the context of the COVID-19 pandemic were:

1. Reduced profitability and reduced investment. In
order to survive the lockdown, Ukrainian enterprises are
forced to suspend programmes for the modernisation of
fixed assets, and investments are reduced by 10-16 %. “Ana-
lysing the activity of producers in the conditions of previous
crises, this indicator may fall to 32-35%” [1]. The situation
is aggravated by a significant decline in market demand,
falling prices for products, which leads to a reduction in the
net profit of enterprises.

2. Increase in the level of costs for ensuring the protec-
tion and safety of employees. Starting from the end of 2020,
enterprises were forced to increase the level of costs for
ensuring the protection of personnel's health (purchase of
personal protective equipment and temperature screening
systems, carry out disinfection of premises, organise work
taking into account social distance and other anti-epidemic
measures). In order to reduce the spread of the pandemic,
public transport was used to transport personnel to their
place of work. All this led to an increase in the cost of labour
protection measures, which increased by 18-27% in 2020 [1].

3. Implementation of the principles of environmental
and savings production. The pandemic has increased the
need for more rational use of resources, due to a significant
increase in their price (especially energy carriers) and sup-
ply disruptions. The introduction of savings production
measures would allow the company to reduce the cost of
production, integrate into global production and sales
chains, compensating for financial losses due to lockdown.

4. Supply chain protection. The failure of supply chains
has not greatly affected the functioning of Ukrainian
enterprises, as they are just joining global supply chains,
gradually starting to export products with high added value.
Ukrainian enterprises of the agro-industrial complex and the
pharmaceutical industry are more active in this direction.

5. Digital transformation of the business. The pandemic
has accelerated the digital transformation of businesses. The
introduction of electronic resource planning systems, auto-
mation of production processes, the transition of personnel
to remote work and other measures helped to maintain the
efficiency of business processes of Ukrainian enterprises
during quarantine. According to a study conducted in 2020
by the Association of Employers of Ukraine on the topic
“Business and COVID-19: survive cannot die” [3], it was
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found that the most serious problems of functioning of
enterprises in quarantine conditions are that: business
partners of the enterprise have been negatively affected
by quarantine restrictions and do not carry out normal
economic activities (74% of respondents), suppliers are not
able to ensure timely deliveries (49%) and insufficient working
capital to pay staff and operations (34%). Therefore, 53% of
business managers do not have a plan to ensure continuous
work in the context of a pandemic. “An assessment of the
safety margin of enterprises under quarantine conditions
shows that a third of the surveyed enterprises would be able
to survive from 2 to 3 months. Almost a fifth believes that their
business would only be viable for 1-8 weeks, while another
fifth expects their business to survive for 3-6 months. Only
6% of respondents were not affected by the coronavirus” [3].
This indicates that the crisis of business activity caused by
COVID-19 has slowed down business growth.

The complication of business conditions has led
to the need to restructure traditional business processes,
change economic priorities and solve a number of new prob-
lems faced by enterprises. At the same time, the COVID-19
pandemic has provided a unique opportunity to overcome
the traditional attitude of enterprises to products, personnel
and technologies as separate components and combine
their capabilities into a new development model based on
synergy and integration with the formation of integrated
business structures — business structures.

The purpose of the study is an analysis and systemati-
sation of business models based on synergy and integration
with the creation of a business structure. According to the
established goal, the objectives of the study are: generali-
sation of Ukrainian and foreign business models based on
synergy and integration; identification of advantages and
disadvantages of implementing these models on business
structures in the context of the COVID-19 pandemic.

Literature Review

Given the multifaceted problems of enterprise integration
and various aspects of the creation of business structures
in a pandemic COVID-19, this issue is considered by Ukrain-
ian scientists, including U.Z. Vatamanyuk-Zelinska [4],
V.M. Horbatov [5], N.V. Zakharchenko [6], L.I. Kryshtopa [7],
N.D. Masljj [8], .M. Miahkykh [9], O.M. Nifatova [10],
A.A. Pylypenko [11], L.V. Strutynska [12], N.S. Skopenko [13]
and many others. In their studies, the problems of integra-
tion of enterprises at the micro level are considered from
different aspects, namely: taking into account in the process
of integration of enterprises of the business environment
and the development of special mechanisms of integration
of enterprises [4]. Development of a model of competitive
interactions between integrated structures in the strategic
economic zone, based on the theory of interspecies compe-
tition and assessment of the competitiveness of integrated
structures [5]. Issues of the integration development of
high-tech industrial enterprises in the context of the imple-
mentation of the model of high-tech economic growth [6].
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Construction of strategic accounting of integrated business
from the standpoint of systems theory and the use of a set of
risk management tools [7]. Identification and calculation of
the compatibility potential of enterprises of the integrated
structure by choosing a business partner, based on the
analysis of socio-cultural, scientific and technological, or-
ganisational, financial and economic, territorial and legal
aspects of the potential business partner [8]. Management
of economic development of integrated enterprises (for
example, airlines), which includes reflected by the relevant
classes of models of the relationship between performance
indicators for each of the selected potentials, determines
the stages of economic development and is a system of in-
terrelated tasks of enterprise identification in the integrated
business structure, that provides their ability to establish
factors of influence and organise a gradual process of
formalisation of the behaviour of the enterprise as an
economic system, according to the selected optimal of the
developed scenarios [9]. Assessment of the potential of the
intellectual synergy of the integrated business structure on
the basis of branding [10]. Study of institutional regulation
of processes and relationships between integrated enter-
prises focused on the regulation of norms and rules of
conduct of locally optimised organisational systems with
the allocation of strategic accounting functions [11].
Development of a polystructural approach to the definition
of the Index of digital transformation of business structures
and the algorithm of road maps of digital transformation of
business structures [12]. Analysis of integration processes
taking into account the key goals of integration activities,
the stage of the integration life cycle and a set of methods of
the four-level system of analytical procedures to the retro-
spective, operational, and forecast assessment of financial,
economiic, investment and integration activities of enterprises
in the process of tactical integration [13].

Ukrainian scientists focus on considering the pro-
cesses of creation, functioning, and development of enter-
prises as integrated business structures. The study is aimed
at solving certain problems that would contribute to the
integration interaction and development of enterprises,
namely: building strategic accounting in the strategic man-
agement system of integrated business structures; features
of functioning, development and interaction of locally
organised integrated associations of industrial enterprises;
the digital transformation of Ukrainian business structures;
competition between integrated business structures in a
new highly concentrated economy; the formation of profes-
sional associations, professional compliance, institutional
capacity and corporate social responsibility as the basis of
collective economic and food security of integrated struc-
tures; the establishment of mechanisms for integration in-
teraction of enterprises taking into account the business
environment and many others. The object of most studies is
the enterprises of the agricultural sector and food industry
of Ukraine, since they are the most economically active.

In the works of foreign scientists, the problems of
enterprise integration at the micro level are studied in the
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context of integration management, as a long-term process
in which not only integrated enterprises can participate, but
also auxiliary consulting companies [14]. All integration
entities operate according to the “Pathfinder” or “Circle
of Fortune” model, which determines a clear sequence of
actions of enterprises that want to merge. The symbiotic
integration modelis considered in the study [15]. The author
suggests a slow evolutionary unification of enterprises by
preserving the culture of subsidiaries and developing the
relationships necessary to achieve the goals set for the new
structure. However, today the issues of choosing a model
for the creation of integrated business structures — business
structures — remain new and, accordingly, not sufficiently
studied.

Materials and Methods

The methodological basis of the research is scientific works
and publications of leading Ukrainian and foreign scien-
tists and specialists on the problems of functioning, in-
tegration and development of enterprises and business
structures in the context of the COVID-19 pandemic. The
study uses a monographic method - during the analysis of
published papers by foreign and Ukrainian scientists on
the features of enterprise integration in the context of the
COVID-19 pandemic; qualitative analysis and synthesis -
to determine the main directions of enterprise integration
and the creation of business structures caused by different
degrees of environmental influence in the context of the
COVID-19 pandemic. Based on methodological principles
(unity, theory and practice, historical approach to the study
of the problem, objectivity, comprehensiveness, systematic
methodological requirements for conducting scientific re-
search) and a systematic approach, the analysis of the prob-
lems of operation of Ukrainian enterprises in the context
of the COVID-19 pandemic is carried out. When studying
the problems of enterprises' activities amid the COVID-19
pandemic, methods of scientific observation, reverse analysis,
and generalisation were used.

The study is based on a systematic method of cog-
nition of processes and phenomena in their interrelation
and development, used in the generalisation of enterprise
integration models, as well as data obtained by the author
in the course of specially organised research and surveys of
specialists of Ukrainian enterprises. Models of integration
of Ukrainian business structures have been developed using
the modelling method. During the analysis of Ukrainian and
foreign models of enterprise integration, the advantages and
disadvantages of each model were identified using SWOT,
PEST, and SNW analysis methods. The most productive
way is to consider the model of enterprise integration from
the standpoint of a systematic approach, which helps to
study the integrity of the business structure as an object
that functions at different levels of the integration system in
the structure of the national economy, in which each element
has a specific functional purpose.

Using the SWOT analysis method, the advantages
and disadvantages of each integration model were identified;
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the vision of prospects for the development of business
structures in the context of the COVID-19 pandemic was
formed based on the results of PEST and SNW analyses; the
choice of the optimal integration model was based on the
methods of system analysis, synthesis and generalisation.

Results and Discussion

According to the optimistic scenario, it is planned to activate
multilateral cooperation and integration processes as one
of the directions of global economic recovery after the end
of the COVID-19 pandemic. This is confirmed by the his-
torical experience of humanity's reaction to global shocks,
which resulted in the creation of various integration as-
sociations (UN, NATO and others) and integrated enter-
prises in the form of transnational corporations (TNCs).
Negotiations are already actively underway to eliminate
trade duties between the two countries, search for ways to
in-depth sectoral cooperation localisation in target markets,
technological and industrial integration [16].

Under the influence of the COVID-19 pandemic,
a new economic model of development is being formed,
called the “post-COVID19 economy’, the main directions
of development of which are:

1. “Nationalisation” of the economy, integration and con-
centration of critical production chains within economies,
limiting or reducing the share of global trade operations [16].

2. “Virtualisation” of business and economy, such as
transfer a significant amount of business activity to the virtual
world. Today, 39% of business leaders surveyed suggest
that the COVID-19 pandemic has significantly accelerated
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the digital transformation of their business. This allowed
transferring some employees to remote work and reduce
the number of office space [17; 18].

3. Changes in the work of staff. With the transition
to remote work, there was an increase in the share in the
service sector where personal contact is not required, the in-
troduction of strict sanitary and epidemiological standards
and measures where it is impossible to abandon personal
contacts, an increase in the robotisation of production pro-
cesses, and so on. However, despite the transition of employees
to remote work, 68% of managers believe that communication
with employees has improved during the crisis [17; 18].

3. Restrictions and the mass transition of enterprises to
non-cash operations.

4. Increasing the role of the state, nationalisation or
purchase of problematic or critical enterprises, enterprise
integration, and so on. Despite “falling economic indicators
in Ukraine, 72% of managers expect their organisations'
profits to grow in the next 3 years” [3]. This directly depends
on how quickly it is possible to make the necessary changes
to the existing business model after the pandemic.

One of the directions of recovery of Ukrainian
enterprises from the crisis after the COVID-19 pandemic
is the transition to business models based on synergy and
integration with the creation of a business structure. A
business structure is a voluntary integration entity that can
include several enterprises and, if necessary, freelancers
as separate business entities [19]. Models of creation of
business structures (BS) based on synergy and integration,
developed by Ukrainian researchers are as follows (Fig. 1):

Rl Diagonal integration

v

L Horizontal integration

Figure 1. Models of creation of business structures

Source: developed by the author

Horizontally integrated business structures are
formed as a result of the influence of the horizontal inte-
gration process. This method combines enterprises within
the same industry that operate at the same stage of the
production process. Horizontal integration, as noted by
G.V. Ortin, provides for the “integration of enterprises at
the same stages of production, operating and competing in
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one market segment, in one industry and specialising in the
production of the same or similar products or the provision
of the same or similar services” [20]. The advantages and
disadvantages of creation horizontally integrated business
structures in the context of the COVID-19 pandemic are
shown in Table 1.

QO



Shatska

Table 1. Advantages and disadvantages of crating horizontally integrated business structures in the context of the
COVID-19 pandemic

Model of BS

Advantages of BS

Disadvantages of BS

+ Building the capacity of an

integrated enterprise;
* Increasing market share;
» market leadership;
+ Reducing market competition by
combining competing businesses;

Horizontally integrated

* Monopolisation of the industry;
« Creating barriers to new businesses
entering the market;
* Price wars;
* Reducing the product range

+ Savings on production scale

Source: developed by the authors based on [19]

As a result of the development of horizontal integra-
tion processes within the industry, integrated associations
(horizontally integrated business structures) are formed,
which “are most often understood as a set of enterprises
(both from one industry and from different industries) that
operate as a single system and have a common management
goal. Along with this, enterprises that are part of the in-
tegrated structure are integral financial and property
complexes that can independently perform production and
commercial operations, effectively carry out economic and
financial activities and be competitive in the market” [21].

The creation of a vertically integrated business struc-
ture occurs due to the vertical integration of enterprises and
can be carried out in two directions: forward and reverse.
For direct vertical integration (forward integration) there
is business development in the supply chain and the pro-
duction process is controlled. Directly integrated business

structures are formed as a result of the integration of enter-
prises upwards, that is, by establishing integration ties with
the consumer enterprise of products (services). For example,
a car manufacturer teams up with a distributor of automotive
spare parts, or buys a car dealership to sell its own cars.
This provides the business structure with more revenue
and brings it closer to the consumer. During reverse verti-
cal integration (backward integration) there is a combination
with an enterprise that operates in the supply chain and
produces raw materials and/or products for the produc-
tion of products of the buyer's enterprise. Backward-in-
tegrated business structures are formed as a result of the
integration of enterprises downwards, that is, by establishing
integration ties with the enterprise-supplier of products
(services). The advantages and disadvantages of creating
vertically integrated business structures in the context of
the COVID-19 pandemic are presented in Table 2.

Table 2. Advantages and disadvantages of creating horizontally integrated business structures in the context of the
COVID-19 pandemic

Model of BS

« Association with suppliers of raw
materials (materials, components);
+ Obtaining uninterrupted supplies of raw

materials (materials, components);
+ Entering new commodity markets;

+ Refusal of intermediaries and

contractors' services;
* Increasing market share;
+ Monopolisation of the industry

Vertically integrated

Advantages of BS

Disadvantages of BS

+ Refusal of services from suppliers who
are not part of the business structure;
* Loss of flexibility of the
business structure;
+ Weak reaction to changes in
market conditions;
+ Focus on the chosen field of activity;
« Creating barriers for other enterprises to
access raw materials

Source: developed by the authors based on [19]

The creation of a business structure through vertical
integration can also be carried out through internal ex-
pansion of activities, mergers or acquisitions. The business
structure is vertically integrated only when it controls two
or more stages in the supply chain. Conglomerate-integrated
business structures are formed as a result of conglomerate
integration, as a process that involves combining enterprises

that are included in an unrelated business. The conglomerate
integration model allows building integration links with an
enterprise that is not adjacent, but is included in a techno-
logical chain that includes potentially adjacent enterprises.
Advantages and disadvantages of creating horizontally inte-
grated business structures in the context of the COVID-19
pandemic are presented in Table 3.

Table 3. Advantages and disadvantages of creating horizontally integrated business structures in the context of the
COVID-19 pandemic

Model of BS

* Less dependent on the influence of the
external environment;
+ More competitive due to the integration
of all chains from supply to sales

Conglomerate-integrated

Advantages of BS

Disadvantages of BS

* Loss of flexibility of the
business structure;
+ Weak reaction to changes in
market conditions;
« Complexity of BS management processes

Source: developed by the authors based on [19]
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The creation of a globally integrated business structure
is the result of the manifestation of integration processes
at the enterprise level on a global scale [20]. Such business
structures are called transnational corporations (TNCs).

The advantages and disadvantages of creating vertically
integrated business structures in the context of the COVID-19
pandemic are shown in Table 4.

Table 4. Advantages and disadvantages of creating horizontally integrated business structures in the context of the
COVID-19 pandemic

Model of BS

* Monopolisation of global industries;

* Transfer of production to “third” world
countries with cheap raw materials and
low cost of human resources;

+ Minimisation of customs tariffs
and taxation;

+ Access to new technologies
is not restricted;

« Creating new jobs in different countries

Globally integrated

Advantages of BS

Disadvantages of BS

« Influence on the government of the
countries where TNC branches are
located;

+ Withdrawal of assets of branches
located in other countries to the parent
company or to offshore zones;

« Creating barriers for other businesses to
enter global sales markets;

« Transfer of environmentally hazardous
industries to the “third” world countries

Source: developed by the authors based on [19]

According to the “Fortune Global 500” rating, which
is maintained by the American Business magazine Fortune,
since 1995 there have been 500 transnational corporations
operating in the world. Such business structures are multi-
level and are structured in different directions, that is,
“corporate associations and individual enterprises can be
part of inter-country business structures” [22]. Foreign
scientists offer the following models of forming business
structures based on synergy and integration, which are
relevant in the context of the COVID-19 pandemic, which
include:

1. Model of quantitative assessment of the impact of
enterprise integration on the results of its activities [23].
The model is based on the implementation of data coverage
analysis (DCA) and the microeconomic concept of marginal
rates. DCA data coverage analysis is used to assess the mar-
ginal benefits of enterprise integration. This allows measur-
ing and comparing the production efficiency of integrated
enterprises, in particular by correlating the benefits obtained
with the resources consumed in the process.

2. Information model [24]. An information model based
onrepresentations for enterprise integration into processing
industries, which divides the subject area space into 16 sub-
groups, organised as 4 components of the subspace: essence,
behaviour, tasks and contractor, and 4 types of models: data,
behaviour, activity, and contractor. The analysis carried out
using such an enterprise integration model allows obtain-
ing information about the vertical relationships between
different levels of model decomposition, which is the key to
enterprise integration. The model presents a specification
of 4 types of components (models) that are used in the
enterprise integration project, which is carried out on the
example of traditional Chinese medicine.

3. Model of design and implementation of an integrated
enterprise system [25]. This model includes various tech-
nological, human, and organisational elements. Several
different reference architectures have been proposed to
build the model. It is mainly a structure consisting of a
step-by-step methodology, reference models and a set of
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auxiliary tools that would allow creating an integrated en-
terprise. The model was used as a research project for ref-
erence architectures on enterprise integration of the IRIS
group from the University of Haume I Castellon.

4. “Three-lens” model [26]. The model provides a new
perspective for enterprise integration and improvement
programmes. The three-lens model is based on a method-
ology for synthesising different approaches to BPR (Business
Process Reengineering), which included examples of con-
sulting organisations and developed methodologies of large
companies and consists of several stages: strategy develop-
ment; identification of key processes; analysis of existing
processes; process redesign; implementation. Each lens
describes one of the key aspects of the enterprise's activities:
“Technology”, “Product’, “Discipline” and helps to choose
approaches to integration and improvement of enterprises
by systematically considering all three lenses.

5. Business case model [27]. The model is based on a
business case methodology with case studies to illustrate
aspects of using business cases and blue printing in enterprise
integration technologies and increasing ROI or investment
to create shareholder value that is achieved in the enterprise
integration process.

6. Model of Inter-and intra-organisational cooperation [28].
Modern global markets lead to the emergence of large inte-
grated enterprises that unite various companies located in
many countries of the world. Management and decision-
making in such organisations mainly depend on the avail-
ability and usability of information used by different en-
terprises and should be equally perceived and understood
by each enterprise. The use of corporate technologies and
technologies of internal organisational integration of the
model helps to get a general idea of information coming from
different sources.

An enterprise that intends to integrate and form a
business structure independently chooses a partner and
integration model, taking into account its own strengths
and weaknesses, threats and opportunities for further de-
velopment in the context of the COVID-19 pandemic. The
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effectiveness of using various models of forming business
structures based on synergy and integration for the exit
of Ukrainian enterprises from the crisis caused by the
COVID-19 pandemic is confirmed by research conducted
by the USAID Small Business Index [17], which revealed
that a business that belongs to any business associations has
significantly higher performance indicators in sales, access
to resources and profitability. This indicates that if there are
business associations on the territory of the community or
the community cooperates with business structures, there is a
positive impact on the development of the business as a whole.

Conclusions

In order to get Ukrainian enterprises out of the crisis caused
by the COVID-19 pandemic, it is proposed to step up the inte-
gration process at enterprises and form business structures.
Abusiness structure is understood asa voluntaryintegration
entity, which can include both several enterprises, and, if
necessary, freelancers, as separate business entities. The cre-
ation of a business structure is possible through the tran-
sition of enterprises to business models based on synergy
and integration. At the same time, the creation of business
structures occurs in the process of integration of several
enterprises, depending on their goals and objectives, which
are defined by enterprises, and has different forms in space
and time, which is amplified and accelerated by the global

processes of globalisation and the impact of the COVID-19
pandemic.

The study summarises the integration models devel-
oped by Ukrainian researchers, namely: horizontal inte-
gration model; vertical integration model; conglomerate
integration model; global integration model. Among the
integration models developed by foreign researchers, models
of quantitative assessment of the impact of enterprise inte-
gration on the results of its activities were selected; infor-
mation model; model of design and implementation of an
integrated enterprise system; model of “three lenses”; model
of business cases that are most relevant in the context of the
COVID-19 pandemic. Each integration model has its own
advantages and disadvantages, which should be taken into
account when choosing directions and forms of integration
of enterprises and forming business structures. The creation
of business structures is one of the most effective areas that
would help Ukrainian enterprises overcome the crisis caused
by the COVID-19 pandemic, restore functioning, obtain
additional working capital and investment funds, take a
large share of the competitive market, increase sales, in-
crease the level of training of management personnel and
profitability of the enterprise. Further research in this area
will be aimed at evaluating and developing performance
indicators for each business model based on synergy and
integration with the development of a business structure.
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Mogpeni iHTerpauii niganpmeMcTB: nepeBaru Ta npo6nemu peanisauii
B ymoBax naHpgemii COVID-19

3opuHa fipocnaeBieHa Lllalybka
KuiBcbKkuii HalioHa/lbHUIA YHIBEPCUTET TEXHOJIOTIN Ta AN3aliHy
017011, Byn. Hemuposuya-LlaH4eHKo, 2, M. KniB, YkpaiHa

AHoTaLif. AKTya/lIbHICTh JOCIIIPKeHHA NUTaHHA BUOOPY Mofeni iHTerparii mifnpueMcTB Nop’sA3aHa 3 HEOOXimHICTIO
BIpillleHHA Pi3HOMaHITHNX IIpo06/IeM, SAKi ToCTa/y Hepes YKpalHChbKYIMM IAIIPUEMCTBaMU B yMoBax maHfeMii COVID-19,
cepep IKUX: 3HVDKEHHA IIPUOYTKOBOCTI, CKOPOUYeHHA iHBeCTUIi], IiIBAIIEHHA PiBHA BUTPAT Ha 3a0e3IIe4eHHA 3aXVCTY
Ta Oe3neKy MpaljiBHUKIB, IIEPeXif] 0 eKOTOTIYHOro Ta OIa/{HOT0 BUPOOHUIITBA Ta iHIIi. MeTa CTaTTi MoJsirae B aHasmisi
HasgBHMX YKpaiHCBbKMX i 3aKOpHOHHMX Mofenell 6i3Hecy, 3acHOBaHUX Ha CMHepril Ta iHTerpauii, Aki HaloTb 3Mory
chopMyBaTK HifIIPUEMHULIBKY CTPYKTYPY. TeopeTnKo-MeTOZOIOriYHOI0 OCHOBOIO JOCTI/PKEHHS € 3ara/IbHOHAYKOBi Ta
criennivHi MeTORY, 3a OIOMOTOI0 IKMX BUPIIIYETbCA IpoOIeMa QYHKIIOHyBaHH, IHTerpawii Ta pO3BUTKY HiAIIPUEMCTB
BymoBax nangemii COVID-19.VY craTtiy3arajabHeHO Ipo6/IeMIt, 3 IKMMI CTUKHY/IVCS YKPaiHChKi MiIIPUEMCTBA B YMOBaX
naggeMii COVID-19. 3arrponoHOBaHO AK OiMH i3 HANIPAMIB BUXOAY YKPaiHChKMX HiAIIPUEMCTB i3 KPM3U IC/IA MaHgeMil
COVID-19, nepexin fno Mopeneil 6isHecy, 3acCHOBaHUX Ha CMHeprii Ta iHTerpanii 3 ¢popMyBaHHAM HifIIPUEMHULIBKOL
CTPYKTYpH. [/ LIbOrO y3araJbHEHO YKpPAiHCBKi Ta 3aKOpHOHHI Mogmeni GOpMyBaHHA IiZNPUEMHULBKUX CTPYKTYP,
3aCHOBAHUX Ha CUHeprii Ta iHTerpanii. Buokpemieno raxi Mopieri, 110 po3po6eHo yKpaiHCbKMMY JOCTiTHUKAMI: MOJie/Ib
TOPM3OHTA/IPHO-IHTEIPOBAHOI MiJIPUEMHULIBKOI CTPYKTYPU; MOJE/Ib BEPTUKAJIbHO-IHTEIPOBAHOI IiIIPUEMHMIIBKOI
CTPYKTYpM; MOfielb II00aIbHO-IHTerpoBaHOl HiAIPUMEMHMIBKOI CTPYKTYpPY; MOJENb KOHIVIOMEpaTHO-iHTerpoBaHOi
HiIpUEMHNIIBKOL CTPYKTYpU. TakoXK y3araJbHeHO Taki MOget, AKi po3po06/IeHO 3aKOPOHHIMY HOCTiHIKAMI: MOJIe/Ib
KiJIbKiCHOI OLIHKM BIUIMBY iHTerpaliil MiAIpMeMcTBa Ha pe3yIbTaTH JIOro His/bHOCTI; iHpopMaliliHa MOJeNb; MOJeNDb
IIPOEKTYBAaHHA Ta BIPOBAJKEHHA IHTEIPOBAHOI CHCTEMM IANPMEMCTB; MOAenb « Ipbox JiH3»; Mopenb Oi3Hec-Kelicis;
MOJIe/Ib MiX- Ta BHYTPIilTHbOOPraHisaliifHOro CriBpoOiTHUIITBA

KntoyoBi cnoBa: mifpueMHNIIbKI CTPYKTYpY, MOfieNi OisHeCy, CCTeMHUI ITiAXifl, KOpOHaBipyCHe 3aXBOPIOBaHHS, JIAHI[IOTY
IIOCTaBOK
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Investment in it as a priority area of economic development in Ukraine

Introduction

Information technologies in the 21 century play an import-
ant role in all aspects of human activity, and their intro-
duction in all areas: economics, law, medicine, commu-
nications, etc., is becoming a new condition for human
existence in the global information society. Further devel-
opment of information technologies is possible only if they
are sufficiently funded. Therefore, the leading states actively
invest in this area, which in turn leads to an increase in the
level of economic development and its competitiveness at
the macro level. The development of IT is also a lever for
the emergence of new forms of integration into the global
economic space, a gap in the levels of financial and eco-
nomic development between countries in the world, and
strengthening the state of competitiveness from micro to
macro levels of the state.

Today, IT investment is a promising area of capital
investment, as it is constantly developing and its popularity
and demand among the population continue to grow.
Potential investors with the goal of generating income are
interested in placing their own free capital in the IT field. It
is generally accepted that the maximum effect of investing
in IT technologies is manifested in such economic areas
as pricing and sales, logistics, inventory and reserve man-
agement, optimisation of production processes such as
cost reduction and profit maximisation, growth of labour
productivity, and so on.

The issue of attracting investment in the field of
information technology has formed the basis of scientific
research for many foreign and Ukrainian scientists. Thus,
A.V. Katrenko and O.V. Pasternak studied the systemic
aspects and characteristics of investing in the IT industry,
the state of the I'T market in Ukraine and the main priorities
of its development and proposed financial methods for
evaluating investments in general [1]. A.G. Lyzanets and
S.V. Nesterov studied the impact of IT on the development
of the labour market, analysed the general features and
conditions of the virtual labour market in Ukraine and
offered their own recommendations for the legal regulation
of such a market [2]. The object of study by D. Dobiya,
K.M. Klimchak, N. Roztotsky and H.R. Weistroffer was
the reaction of the stock market on the announcement of
investments in IT, in particular - in Poland, these scientists
analysed the relationship between the reaction of investors
and shares of IT companies offered to them by the stock
exchange [3].

Of particular interest is the paper by E.V. Chmyreva
“Attractiveness of investment projects in the field of infor-
mation technology”, in which the author considers how
IT affects business and offers an adequate methodology
for evaluating investments in IT projects [4]. B.L. Santos,
K. Pefers and D.K. Mauer identified the impact of I'T invest-
ment on company performance and market response to inno-
vation announcements [5]. Among other world scientists
who have studied this issue of IT, the studies by E.FE. Fama,
L. Fischer, M.S. Jensen, R. Roll [6], V.I. Averchenkov [7],
L.P. Malik [8], V. Davidov [9], S.S. Yurchenko [10], A.L. Ryzhko,
N.M. Lobanova, N.A. Ryzhko, Ye.O. Kuchynska [11] can
be emphasised.
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All of the above scientists have achieved significant
results in the study of information technologies and their
impact on the economic situation of the country, they have
proposed important methods for assessing the effectiveness
of investment in the field of I'T, developed a significant the-
oretical and practical base for studying the venture invest-
ment process. Scientific research by foreign scientists is the
basis for the theoretical teachings of Ukrainian researchers,
but it is important that when studying IT investment in
Ukraine, it is the economic, political, social and legal status
of the state that should be taken into account. However,
despite a number of developments on this issue, there are
still unsolvable tasks, among which the following can
be highlighted: the main problems of investing in IT in
Ukraine, the reasons for the unsatisfactory investment
climate in this area and methods for improving it, the
accuracy of calculations of the return on such investments.
Analysis of the available literature shows that scientific de-
velopments on this issue require updating and systemati-
sation of methods for assessing investment attractiveness,
identifying weaknesses and strengths of the country's in-
formation sphere. The existence of a number of unresolved
aspects was the main reason for studying the topic.

The impact of IT on the life of a person and society
as a whole is difficult to overestimate. As noted earlier, now
no field of human activity is complete without the use of IT
products, and therefore investing capital in the development
of such products would have a positive impact on all sectors
of the Ukrainian economy. For more effective attraction
of funds to IT, the state should create all the necessary
conditions for this: regulatory support, investment climate
and environment, a system of state standards, grants,
subsidies, support startups, finance scientific, technical and
innovative activities, and so on.

The purpose of this study is to identify the features
of attracting investment in IT and search for methods to
improve the investment environment for this industry.
For the furtherance of this goal, it is necessary to solve
the following tasks: a theoretical definition of the essence
of the concepts of “investment”, “venture investment” and
“information technology”; determine the role and im-
portance of investing capital in the IT field and the main
aspects of investing in IT; suggest methods to improve
the investment climate in this industry; analyse several
Ukrainian investment projects related to the I'T, problems
and prospects associated with them; an overview of
indicators and dynamics of IT investment over the past few
years in Ukraine.

Materials and Methods
The subject of a comprehensive study is the IT investment,
and the objects are investments (in particular, venture),
information technologies, IT projects and products, the
investment climate and environment. To achieve the goal
and solve the outlined problems, this study is based on a
two-way analysis of the subject matter. On the one hand,
the study includes an analysis of previous publications and
literature devoted to this issue. On the other hand, to provide
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more detailed and up-to-date coverage of the selected topic,
the latest available statistics were analysed. The main stages
of the study are: collecting the necessary theoretical base,
summarising the main aspects and achieving the tasks that
form the research goal, putting forward own proposals,
summarising and summing up the results.

The tasks set in this paper were solved using a com-
plex of specific and general scientific methods of cogni-
tion. Thus, the following methods were used: analysis and
synthesis, induction and deduction, comparison, scientific
abstraction, and modelling.

The analysis method was chosen to reveal the es-
sence of investments, their classification and theoretical
substantiation, in particular - for venture investments, and
the method of synthesis — to combine aspects of investments
in IT to study their role in the economic development of
the country.

Induction as a method of transition from knowledge
of individual facts to knowledge of general information was
used in this study to find optimal solutions to improve the
investment environment of the industry and to analyse the
weaknesses and strengths of IT investment in Ukraine. The
deduction method as a transition from general patterns to
individual facts was used when evaluating the prospects of
investment projects.

The comparative method is appropriate in the case of
interpretation of theoretical concepts, it allows evaluating
the definition of scientific concepts by different researchers,
find out the patterns and differences between the opinions
of scientists and have a broader understanding of the
subject under study. Summarisation of conclusions was
carried out using the method of scientific abstraction.

Modelling methods were used to assess the dynamics
of attracted investments to take a more detailed look at their
changes over time. This method includes the construction
of tables, graphs, and formulas, which indicates a visual
interpretation of the results obtained and statistical data.
Calculations and construction of models, analysis of statis-
tical data, graphical representation of the results obtained
were performed using MS Excel.

The set of materials for writing the article turned
out to be quite wide, it included scientific developments of
foreign and Ukrainian scientists, papers, books, periodicals,

state websites with statistical data (State Statistics Service),
and online platforms for investors. The main criteria for
evaluating the literature on which the authors relied were:
relevance, content, informative content, expediency, com-
pliance with the topic and truthfulness. A system approach
to the selection of scientific sources for the paper, the defi-
nition of the subject and purpose of study, a clear definition
of goals and justification of conclusions allowed covering as
many aspects of the issue under study as possible.

Results and Discussion

To determine the role of IT investment in economic develop-
ment, it is necessary to define the concepts of “investment”
and “information technology” According to the law of
Ukraine “On investment activity” [12], investments are all
types of property and intellectual values invested in objects
of entrepreneurial and other types of activities, as a result
of which profit(income) is generated and/or a social and
environmental effect is achieved. According to the specified
law, such values can be: funds, targeted bank deposits, shares
and other securities (except bills of exchange); movable
and immovable property; intellectual property rights; a
set of technical, technological and commercial types of
knowledge, issued in the form of technical documentation,
skills and production experience necessary for the organi-
sation of a particular type of production, but not patented
(“know-how”); rights to use land, water, resources, buildings
and structures, and other values [12].

A separate type of investment is considered to be
“venture capital investments”, which is advisable to mention
in the context of investments in it. The term “venture” can be
interpreted as “risk”. Thus, venture capital investments are
risky investments in developing companies. The concept of
“venture capital investment” is somewhat different in Europe
and the United States. American scientists interpret this
concept only as an investment in “high” technologies, while
in Europe this concept is somewhat broader and includes
investments in both IT and objects with a low degree of
novelty, but which have a high chance of commercial
success [13]. Next, the study considers the meaning of the
concept of “information technologies” from the standpoint
of several researchers, which will allow for a more accurate
formulation of its meaning (Table 1).

Table 1. Interpretation of the concept of “information technologies” by various scientists

Names of scientists Approaches to the definition

Yu.Yu. Gromov, |.V. Didrich,
0.G. lvanov M.A. Ivanovsky,
V.G. Odnodolko

Information technology — a complex system that covers a diverse range of prob-lems, phenomena, and
approaches, the specifics of which consist in the intellectual nature of work, the variety of the range of
products/services produced is small compared to industrial volumes of products and services of the

same name [14]

Information technology — a broad class of disciplines and areas of activity related to data management

V.V. Bespalov and processing technologies, as well as data creation, in par-ticular using computer technologies.
Recently, this term is increasingly understood as computer technologies [15]
Information technology - a set of methods and techniques for obtaining, pro-cessing, and presenting
P.G. Ragulin information aimed at changing its state, form, and content, which is carried out in the interests of users.

The purpose of IT is to use information for its analysis by a person and make decisions based on it with

the performance of certain actions [16]

The essence of “information technologies” is formed by two concepts: “technology” and “information”.

N.G. Serebryakova,
O.L. Sapun, R.I. Furunzhiev

The term “technology” is a set of methods, processes, and materials used in any field of activity, as well as
a description of typical methods of technical production using modern methods and tools. The concept of

“information” is evidence of something, depending on the forms of their representation [17]

Source: compiled by the authors based on [14-17]
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Based on the definition of the concepts of “invest-
ment” and “information technology”, this study provides
a definition of the concept of “IT investment”. Thus, IT
investment is a type of investment of tangible and intangible
values in the development of special systems and complexes
for receiving, processing, and presenting information for
the purpose of its further analysis and making economic
decisions. IT investments can be classified as venture in-
vestments, since most of them are risky, but have a high

degree of profit in the future. As an economic category,
investment performs a number of important functions,
without which the development of the economy would be
impossible. Speaking about the importance of investments,
it is worth dividing their role and impact at two levels -
at the macro and micro levels (Fig. 1). Thus, investment is
a driving force for economic development and a means of
increasing the country's productive potential.

The role of investment in the
economy

At the macro
level

At the micro
level

— Is the basis for the implementation of the policy of
expanded production

- Accelerate the scientific and technological progress

- Provide positive impact on the quality of Ukrainian
products

- Increase the competitiveness of the country
- Restructure the economy
- Balance the development of all sectors of the economy

- Necessary for the normal operation of the enterprise

— Determine the stable financial condition and
maximisation of the profit of the business entity

Figure 1. The role of investment in the economy at different levels
Source: compiled by the authors based on studies by I.M. Vorobyova and A.M. Ponomarev [18]

Therefore, taking into account the role of investment
in the economy; it can be noted that IT investment is quite
an important lever for regulating the economy, is a priority
direction for achieving its development and financial sta-
bility. The development of the IT field would have a positive
impact on the economic side of the country's activities,
including on the related areas: legal, social, scientific, etc.
Investments in IT are characterised by certain aspects and
rules, among which the following can be distinguished:

— decisions about investing in the IT sector are made
based on considerations of financial benefits, as well as in
other areas of business;

— development of IT should take place based on the needs
of the enterprise in terms of managing the organisation.
It should also be taken into account that the needs of an
organisation should never be determined only by the need
to introduce modern information technologies;

— employees of the IT department should have a good
knowledge of business needs;

—the consequence of investment in it is the availability of
modern information products that create real competitive
advantages in the competition for qualified personnel and
resources [19];

— it is known that assessment of the investment attrac-
tiveness of IT projects is more difficult than assessment
of projects in other industries. Furthermore, the cost of
assessment of investment attractiveness can significantly
exceed the planned costs of the project itself;

— this type of investment is rather risky and intuitive [20].

Currently, the main types of investments in it in
Ukraine are: loans, investors' own funds, seed capital (SC),
venture investment, and stockholder capital [1]. Table 2
shows the main advantages and disadvantages for each type
of investment.

Table 2. Comparative characteristics of investment financing

Type of investment Advantages

Own funds decision-making

No need to pay interest; fairly high speed of receipt and freedom in

Disadvantages

Small amount of investment; lack of
external expertise and consulting support

Loans

The owner does not share the property (as-sets) with the investor

Need to pay interest; lack of material
guarantees; bureaucracy

Operational activities are managed by inves-tors with significant
experience; develop-ment of an operational plan for entering the

Seed financing
market

The project is accompanied only at the
launch stage

Venture capital
investment

Provision of funds for a long period of time; material collateral is
not required, the possi-bility of joint investment

Control of investors in decision-making;
availability of intellectual property rights
and a completed business plan

Stockholder capital ) ]
company's reputation

Significant amount of financial capital; strengthening the

Long process of receiving funds; the
need to publish “internal” information

Source: compiled by the authors based on study by A.V. Katrenko and O.V. Pasternak [1]
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Next, the study analyses the indicators of attracting
investment in IT in dynamics over the past few years (Table 3);
the structure of innovation introduction and sources of
funding for innovative activities of industrial enterprises.

Analysing the data obtained in the IT field, during
the study period, the volume of capital investments in
professional, scientific and technical activities had a positive
tendency to increase (Fig. 2). Thus, in 2019, the largest share

inthevolume of IT investment was occupied by the following
industries: communication systems, activities in the fields
of law and accounting, architecture and engineering, tech-
nical testing and research. Investment in information and
telecommunications has a less positive growth value, the
“peak” year for this area was 2018, but the volume of in-
vestment decreased the following year.

Table 3. Volume of capital investments in the IT sector in Ukraine, in mIn. UAH

Sphere 2014 2015 2016 2017 2018 2019
Information and telecommunications, of which: 8175.1 22975.0 15651.2 18395.2 29884.9 21063.4
- publishing, radio broadcasting, television 1840.8 2304.3 2820.9 3567.8 4744.6 5766.4
- communication systems (telecommunication) 5664.0 19536.4 10705.4 12776.8 21317.8 11734.4
- computer programming and provision of other 670.3 1134.3 2124.9 2050.6 3822 5 3562.6
information services
Professional, scientific a.nd .technical activities, 20215 4065.2 6579 4 7065.3 10798.2 11912.4
of which:
- activities in the fields of law and accounting,
architecture and engineering, technical testing 2314.8 32444 4965.6 5562.1 7751.7 8301.6
and research
- research and development 375.4 518.2 758.3 1110.2 1511.4 2057.6
- other professional,.sgi_entific and technical 2313 302.6 855.5 1293.0 1535.2 1553.2
activities
Source: data from the State Statistics Service of Ukraine [21]
—— Information and telecommunications
Professional, scientific and technical activities
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Figure 2. Dynamics of attracting investment in the IT sector in 2014-2015, in mln. UAH
Source: compiled by the authors based on the data from the State Statistics Service of Ukraine [21]

The dynamics show a gradual but steady increase
in professional, scientific and technical activities, despite
higher indicators of information and communication systems,

Scientific Bulletin of Mukachevo State University. Series "Economics", 8(2), 25-34

which are accompanied by instability of dynamics. Next, the
study considers the structure of innovation implementation
at industrial enterprises in recent years (Fig. 3).
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Figure 3. Structure of innovation at industrial enterprises of Ukraine
Source: compiled by the authors based on the data from the State Statistics Service of Ukraine [21]

According to the State Statistics Service, the intro-
duction of innovations at industrial enterprises took place
in two directions - the introduction of new technological
processes (significantly improved low-waste resource-saving
technological processes) and the second - the introduction
of innovative products (goods/services) and new types of
machinery and equipment. Structural analysis revealed
that in 2017, a large share of innovations was occupied by
innovative products, and in 2019 - by new technological
processes.

Furthermore, according to the State Statistics Service
on the total volume of IT investment and the introduction

of IT technologies at enterprises in the period from 2017-
2019, the authors calculated the correlation coeflicient to
establish the relationship between these indicators. Thus,
using MS Excel, the correlation coefficient was calculated —
0.94, which indicates a strong direct relationship between
the two indicators under consideration. And this once again
confirms the thesis that IT investments do not indirectly
affect the quality of products, the financial condition of the
enterprise in general and competitiveness in particular. Re-
garding the sources of funding for IT activities of Ukrainian
enterprises, it was found that the largest share (88%) is oc-
cupied by enterprises' own funds (Fig. 4).

= Enterprise own funds
= State budget funds
= Funds from other sources

= Funds of non-resident
investors

Figure 4. Sources of funding for IT activities of industrial enterprises in 2019
Source: compiled by the authors based on the data from the State Statistics Service of Ukraine [21]

Notably, a special feature of specialists in IT industry
in Ukraine is their young age (about 22-30 years). Thus,
support for the IT field can be considered not only as an
economic prerogative, but also as a strategy to support
the labour force and prevent its outflow abroad. The most

Scientific Bulletin of Mukachevo State University. Series "Economics", 8(2), 25-34

popular positions in IT companies in Ukraine are: software
engineers, senior and junior engineers, software testers,
project managers, and HR specialists [22].

Despite these positive trends in the introduction of
IT investments in Ukraine, there are a number of unresolved

4



Hevorhyan and Kushnir

issues and problems regarding their attraction, namely:

— lack of desire among investors to invest in IT projects
that are at the development stage (so-called start-up) until
they “start earning money on their own” Accordingly, this
allows for the conclusion about the underdevelopment of
venture capital in Ukraine, which is a factor in accelerating
the development and scaling of business around the world.
Of particular note is the problem of financial information
disclosure, the lack of a transparent start-up ecosystem,
which negatively affects the investment climate in Ukraine;

— imperfect legislation in the field of investment in
venture projects;

— high level of corruption in the country;

—low level of preparedness of the business environment
for changes;

material costs for assessment and its complexity [20].

The Ukrainian market of IT services is at the stage
of active development and is increasing its share in all
economic processes with the help of the latest information
support and new equipment that expands access to the
Internet. For the sustainable development of the modern
information industry in Ukraine, it is necessary to: increase
in the level of qualification among IT specialists and cus-
tomer companies; provide a more adaptive approach to the
choice of information technologies, taking into account
future development; provide transparency in the economic
environment due to the development of IT, which con-
tributes to investment attractiveness [23]. Currently, the
most common methods for evaluating IT investments are
net present value, Internal rate of return, payback, and

information economics. A detailed overview of the essence
of each of these methods is provided in Table 4.

— the complexity of risk assessment and intangible
benefits for this type of investment and the high level of
Table 4. Overview of methods for evaluating I'T investments

Method
name

The essence of
the method

Determines the most effective IT investment
option — selects one of the possible investment
alternatives without the need to directly assess
the economic effect of each of them. The result of
the calculation is a positive or negative NPV value
for the investment project in question. If the value
is negative, the project is unambiguously rejected,
but a positive value does not mean that the project
should necessarily be accepted

Disadvantages of

Abbreviation the method

Net Present
Value

Assuming the same level for all

NPV . .
investment options

Allows one to determine the interest rate, rather
than the absolute value, which is then compared
with the payback rate, which already takes into
account the risks of the project. If the calculated
IRR payback exceeds the risk-based payback, then the

Relative complexity of calculations,
as well as the inability to identify

Internal Rate conflicting conditions, which would

of Return investment can be considered justified, but if not,  not allow getting the result or it
the project is rejected. IRR allows for more accurate may be negative
comparison of project options, especially if the
projects differ significantly from each other
Involves directing resources in the sector where they
will bring the greatest benefit. The idea is to force
the information service and business managers
Information to set priorities and provide objective conclusions Relatively low reliability of the
. IE . s . .
Economics about the strategic value of individual projects for results obtained
business to further direct investment in the most
important areas for business. The result is a relative
rating of each investment project in the portfolio
It does not take into account the
division of payback into long- and
Allows calculating the period during which the initial ~ short-term, that is, the future value
Payback - investment should pay off, and this indicator is  of money. As a result a separate

considered the main one application of the method may give
a wrong idea of the true effect of

the investment

Source: compiled by the authors based on study by A.V. Katrenko and O.V. Pasternak [1]

The IT industry is quite promising, it ranks the third
in Ukraine among export-oriented industries, second only
to farmers and metallurgists. 12 Ukrainian IT companies

Scientific Bulletin of Mukachevo State University. Series "Economics", 8(2), 25-34

were included in the Global Outsourcing 100 rating of
the best outsourcing service providers. This shows that the
Ukrainian IT market is competitive and has opportunities
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for further development. Simultaneously, according to ex-
perts from the consulting company “PricewaterhouseCoopers’,
the IT services industry in Ukraine would grow in any
case [23].

According to State of European Tech analysts,
184,700 software developers worked in Ukraine in 2018.
There are three times more such specialists in Ukraine
than in Belarus - 54,200 people, but less than in Poland -
279,800 people and in Germany - almost 851,000. Notably,
Ukraine has entered the top 10 European countries in
terms of the number of software developers. In total, there
are 4 thousand IT companies in Ukraine. Most offices of
IT companies are located in Kyiv city, Kyivska, Kharkivska,
Lvivska, Dnipropetrovska, and Odeska Oblasts. Most
Ukrainian IT companies implement a business model of
software development commissioned by foreign clients, in
which all intellectual rights are the property of the customer
(outsourcing development). This is primarily conditioned
by the low effectiveness of Ukrainian legislation on intellectual
property protection, and therefore the low attractiveness
of the Ukrainian market and the use of mainly imported
software in Ukraine [23].

As part of the investment, the current, promising
and most necessary areas are: the creation of online lending
and insurance platforms, the creation of new business
models, the introduction of aggregator platforms, the de-
velopment of cybersecurity software, the development of
digital identification/verification and biometrics, the use of
artificial intelligence and marketplaces.

Next, the study considers several investments in
2020 in the field of IT. Among them is the American-
Ukrainian project “Very good security” (VGS), for which
the total investment amounted to 60 mIn. USD. This project
specialises in cybersecurity. Visa is a partner of this project,
so VGS customers will be able to issue bank cards without
having to see their numbers and check their personal data
without having to store their passport and individual tax
data. VGS is currently working on a technology that allows
companies to use important and sensitive information data
without the risk of loss and responsibility for its storage.
Another interesting project is a Ukrainian English language
school for children, with a total investment of 5 mIn. USD.
The money is planned to be used for further introduction
of Al in the educational process and the launch of group
classes to reduce the cost of one lesson. In 2020, a mobile
application with a virtual teacher was launched, which
conducts additional classes and communicates with
students [24].

The total amount of funding raised on the Liki
24 platform in 2020 was 6 mln. USD. This project combines
offers from thousands of Ukrainian pharmacies and facil-
itates the process of finding medicines for customers. The
company has developed its own software that successfully
integrates with the ERP systems of pharmacies, analysing
prices and availability of medicines, as well as developing
optimal routes for couriers. The service was launched at
the end of 2017 and now has more than 5,000 pharmacies.
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According to the latest data, this project is planned to be
distributed on the territory of EU countries [24].

Rentberry - Ukrainian real estate startup that
is currently available in more than 40 countries, in the
United States, Europe, and Asia. During the whole time,
the project raised 13 million USD in investment funds [24].
The Rentberry itself is a platform for long-term rental
housing. All processes: inspection of the apartment,
signing contracts and monthly payment of rent take place
online. The feature of the project is that the site allows one
to suggest own price for an apartment, literally turning the
rental process into an auction.

Also quite interesting is the Ukrainian project
of IT specialists called Raccoon. Recovery — Ukrainian
rehabilitation platform that allows building the entire
process of medical rehabilitation at a distance — without
waiting for weeks for free dates from specialists and the
need to visit a rehabilitation centre several times a week.
This project cooperates with insurance and rehabilitation
institutions and during its existence 900 thousand EUR
were invested in it. This project has demonstrated its con-
venience, especially during an outbreak of coronavirus
infection [24].

Every year, the number of interesting projects
increases, because the need of enterprises and society
for innovation and IT increases. Thus, investment in
IT technologies is a fairly broad concept, because infor-
mation technologies are used in all sectors: economics,
education, science, medicine, insurance, and so on. The
conducted study allows formulating several options to
increase the investment attractiveness and investment
climate of the IT field:

1. Develop the infrastructure that would ensure the
emergence of new technologically innovative enterprises in
the scientific and technical sphere of Ukraine and the de-
velopment of existing fast-growing technologically innova-
tive enterprises that can become a potential object of direct
venture investment.

2. Pay attention to the lack of domestic capital in the
venture industry of Ukraine as one of the factors of the
attractiveness of the country for foreign investors.

3. Develop the stock market, as it is an important tool
for the free exit of venture funds from invested enterprises.

4. Provide sufficient and high-quality information about
investment conditions to business entities.

5. Train personnel capable of professionally managing
venture funds.

Conclusions
Thus, this study analysed the features of attracting in-
vestment in IT and described methods of positive impact
on the investment climate of this field in Ukraine. A
theoretical definition of the concepts of “investment’,
“venture investment” and “information technology” was
given; the role of investment in the field of IT and the main
aspects of such investment was determined; methods for
improving the investment climate in this industry were
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proposed; Ukrainian investment IT projects, problems and
prospects associated with them were analysed; indicators of
the dynamics of investment in IT over the past few years in
Ukraine were considered.

The analysis showed that the IT field is developing
rapidly, confirmed the prospects and positive dynamics of
attracted investments in IT, Ukrainian IT specialists were
recognised as one of the best in the world. In recent years,
there have been positive developments in the IT field, but
along with the development of IT in Ukraine, a number of
unresolved issues related to them remain. Investment in

IT is a promising line for the development of the modern
economy, since today all the leading countries of the world
are focused on the use of new “smart” technologies in all
spheres of human activity. Modern technologies make life
easier, increase the country's competitiveness, positively
affect the production and quality of manufactured products,
and, in the end, no modern business can be imagined with-
out using the latest technologies. Therefore, it is important
to create the necessary conditions for attracting investment
in the IT sector.
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IHBecTULiT B iHpOpMaLLiiHi TexHONOTriT AK NPIOPUTETHUIA HanNpsaM
PO3BUTKY €KOHOMIKM YKpaiHU

Foap ApamaiiicieHa leBoprsiH, CBiTnaHa OnekcaHapiBHa KywHip

3arnopisbKui HalioHaIbHUIA yHiBepcuTeT
69600, Byn. XXykoBCbKOro, 66, M. 3anopi>xs, YkpaiHa

AHoTaUif. Y cy4acHUX eKOHOMIYHMX peaiAx iHdopMalliliHi TeXHOIOr1i BBaXXaI0TbCSI OCHOBHIM PeCYPCOM TeXHOJIOTI4HOTO
Ta COLliaJIbHO-eKOHOMIYHOTO PO3BUTKY KpaiHu, ajike BOHU BUKOPMCTOBYIOTbCA B YCiX cdepax HisIbHOCTI CYCIiNbCTBA
Ta fiep>KaBM) Ta IPSAMO BIUIMBAIOTh HA 3arajbHe HaljiOHA/IbHE CTAaHOBUIILE, TOMY BUBYEHHS Ta aHa/Ii3 YMOB IX 3a/Iy4€HHs
€ aKTyaJbHUMU fK B YKpaiHi, Tak i B yCbOMY CBiTi. BilmoBifHO 710 1IbOTO, METOIO LIbOTO [JOCTIIPKEHH:A € BUABJIEHHA
0COONMMBOCTel! 3a/My4eHHA iHBeCTUIiil B iHpOpMaliliHi TeXHO/IOrI Ta MOIIYK MeTOAIB IIOKpAlljeHHA iHBeCTULIHOro
cepeqoBUILa IS BaHOI ranysi. 1 BoCATHeHHA IOCTaBIeHOI MeTH aBTOpaMy O0y/I0 BUKOPMCTAHO Taki HayKOBi MeTOxY,
AK aHa/li3 Ta CUHTe3, IHAYKIIA Ta HefyKLifd, MeTO] IOPiBHAHHSA, HAyKOBY aOCTpPAaKI[il0 Ta METOLY MOJEMIOBaHHA. Y
IaHill cTaTTi HaJJlaHO TPAKTYBaHHA NOHATDH «iHBecTMIil» Ta «iH(opMawuiiiHi TexHOMOrii» Ta BUAIEHO X ponb i (yHKI
Ha Makpo- Ta MIKpO€KOHOMIYHOMY piBHAX, PO3IIAHYTO OCHOBHI acleKTy (piHaHCYBaHHA Ta 3aJy4eHHS I'POLIOBMX
KowTiB y chepy iHPOpPMALiIHUX TEXHOJIOriil, BUSHAYEHO OCHOBHi IIpo0O/eMN Ta IepCIeKTUBY iHBECTYBAaHHS B IIIO
cdepy B YkpaiHi, IpoaHa/li3oBaHO AMHAMIKy 3aydeHHS iHBecTMIill B iH(pOpMaliliHi TeXHOIOTrII Ta 3aIPOIIOHOBAHO
MeTOfM IOKpallleHHs iHBecTuuiliHOro cepemobmia B ranysi IT. Takoxx aBTopamm Oyno mpoaHani3oBaHO (iHaHCOBI
I>Keperia 3aTy4eHH IHBeCTUIII, IepelideHo IepeBary Ta Hefo/liKy KOXKHOTO 3 BUAIB (iHaHCYBaHHSA, IPOBENEHO aHaIi3
JIVHAMIKM Ta CTPYKTYPU NIPOBaJPKEeHH: iHHOBalill Ha IPOMMCIOBUX MiIpueMcTBax YKpainm 3a 2019 p. Ta BCTaHOB/IEHO
B3a€MO3B 30K MK 00CATOM 3aTy4eHUX I'POLIOBMX BK/Ia/IeHb Ta BIPOBa/PKeHHAM iHHOBaIiil. Y X0 JOCIKEeHHA TaKOX
6yJ10 pO3ITIIHYTO METOMY OLiHKM edpekTBHOCTI inBecTnit B IT-cdepy, BuABIEHO CyTh, IepeBaru Ta HeOTiKM KOXXHOTO
3 MeTopiB. [IpakTuyHa IiHHICTD POOOTH MOJIATAE B TOMY, LIIO 33 pe3y/IbTaTaMM JOC/IIPKEeHHA MOYKHA KepyBaTHCA Mif 9ac
PO3poOKY IIaHy Ta METOZIB 3 HOKPallleHH:A IHBECTUIIITHOTO K/IIMaTy B rajlysi, ONMpardnch Ha IIPOBeJeHNUIT aHaIi3 JIoro
CWIBbHUX Ta CTaOKMX CTOPiH

KnioyoBi crnoBa: ekOHOMiUHMIT PO3BUTOK, iHGOpMaLiiiHi IPORYKTH, iHBECTUIiIHI IIPOEKTH, AepX<aBHi Ta IIpUBATHI
iHBeCTUIIil, BEHYYPHI iHBeCTULIT
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The role of economic diplomacy in the system of modern international...

Introduction

The international environment is constantly changing, it is
not static, but has a dynamic character, so it offers signif-
icant opportunities and creates problems for conducting
economic diplomacy. It is during periods of upheaval that
new principles are created to regulate relations between
countries, which, in turn, can help strengthen the overall
international economic system [1]. In addition, there is a
growing number of international organisations and forums
to meet growing economic needs. Another trend is that con-
tradictions between economic superpowers are growing more
and more, and the international economic order requires
reforms, so there is an obvious need for a new global order. It is
“soft power” and economic diplomacy that can become the
key not only to effective policy but also to the rejuvenation of
the global economic system [2]. In addition, the role of the
economy will continue to strengthen due to the dynamics
and trends of international relations, and at the same time
difficulties in using economic instruments would increase.
With this in mind, states should develop appropriate strat-
egies for implementing economic diplomacy to maintain
their relevance in the dynamic international arena.

The next trend is virtual globalisation, which is
taking over the world. Virtual (digital) diplomacy began
to take shape quite a long time ago, developing along with
social networks. This is especially true for political and
public diplomacy, while the creation of digital economic
diplomacy is beginning only now [3]. Therefore, a strong
knowledge base and understanding of the dimensions, op-
portunities and consequences of economic diplomacy is an
invaluable asset for effective inclusive approach strategies
leading to successful interaction. Given the above, the
practical implementation of economic diplomacy requires
innovation, adaptation and a multidisciplinary approach,
given that the line between domestic and foreign policy is
narrowing, becoming more and more blurred and combined
with a large number of participants [4].

To achieve efficiency and success in implementing
foreign economic activity, it is necessary to clearly under-
stand what economic diplomacy implies. Therefore, the
first step towards achieving appropriate economic diplo-
macy is to conceptualise it. Taking into account the above,
the study of economic diplomacy is relevant among both
foreign and Ukrainian researchers.

Issues of economic diplomacy are constantly at the
centre of attention of foreign researchers. Thus, Wolcock [5]
and Okano-Heijmans [6] suggest that economic diplomacy
deals with international economic relations. According to
Defbry Margiansyah [7, p. 15], modern economic diplomacy
is aimed at “ordinary” commercial diplomacy, but at the
same time, it restricts the development of a new economy
due to the lack of a concept that supports the functioning
of innovation-oriented economic diplomacy. D. Mlinaric,
T. Peric, ]. Matejas [8, p. 165], suggest that the study and
understanding of economic diplomacy require three ele-
ments: political influence, economic assets and relations, as
well as ways to consolidate the appropriate climate in the
political and international environment.
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Other researchers, Dubravko Radoshevich and
Sanja Radolovich [9] conclude that states that do not have
a well-established concept of economic diplomacy cannot
play an active role in relations with other countries, but
become the object of economic diplomacy of these coun-
tries. Carron de la Carriere suggests that diplomacy uses
economic weapons to achieve its goals [10]. Kishan Rana
believes that economic diplomacy has bilateral, regional,
and multilateral dimensions, each of which is important [11].

M. Chaziza [12, p. 26], examining China's economic
diplomacy, notes that the concept includes the full range
of economic and financial activities, including trade, in-
vestment, and all forms of economic cooperation, includ-
ing public and military diplomacy, along with any other
policy that promotes economic gain for China. V. Chohan
Usman [1], concludes that all countries should pay at least
some attention to economic diplomacy as an international
phenomenon, given their institutional assets and capabilities.

In the studies by Ukrainian scientists: V.A. Vergun [13],
O.M. Sharov [14], O.E. Likhachev [15], V.D. Shchetinin [16],
K.A. Flissak [17], sufficient attention has been paid to the
issue of economic diplomacy and its importance in the
system of modern international economic relations. However,
the development of such a concept of economic diplomacy,
which takes into account the position of stakeholders to
balance national economic security is a prospect for further
research and emphasises the relevance of this study.

The purpose of the study is to determine the role of
economic diplomacy in the system of modern international
economic relations, compare its theoretical model and
practice of implementation, and investigate a wide range of
aspects of the implementation of economic diplomacy and
the economic interests of countries.

Literature Review

Despite the rapid development of economic diplomacy and
its key role in the system of modern international economic
relations, the study of the above-mentioned problems in
recent years is relevant both among foreign and Ukrainian
scientists who study the issues of protecting national
strategic and economic interests of the state, the establish-
ment of favourable conditions for promoting Ukrainian
goods and services to foreign markets using the tools of
economic diplomacy.

As noted by Wolcock [5], economic diplomacy can
be determined by the decision-making process and nego-
tiations in international economic relations, in “key issues
such as trade, investment and finance ... there are also topics
such as environment and development that have significant
economic implications for policy in these areas”. According
to Carron dela Carriere [10], the economic weapons of diplo-
macy ensure that the government uses the economic means
of pressure at its disposal to achieve its goals (for example,
financial assistance or customs privileges, sanctions or open
hostility in the form of customs war, the introduction of an
embargo or economic blockade, etc.).

Jeremy Garlick [18], studying Chinas economic
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diplomacy, sees this concept as an attempt to achieve both
political and economic goals in a coordinated manner
through government initiatives that Chinese commercial
entities use for national security purposes.

Ivona Peternel and Martin Gress [19] applied the
gravity model of international trade, which presents em-
pirical results of an analysis of Croatian economic diplo-
macy and its effectiveness in relation to Croatian exports
of goods. The results of the study showed a positive cor-
relation between GDP, the distance between countries, and
diplomatic personnel in Croatia. The results confirmed
the hypothesis that more economic diplomats engaged in
diplomatic missions have a positive impact on exports.

Kishan Rana [11] defines economic diplomacy as the
process by which countries struggle with the outside world
in order to maximise their national benefits in all areas
of activity, including trade, investment and other forms
of economically profitable exchanges, where they enjoy
comparative advantages. Okano-Hejmans [6], studying the
features of economic diplomacy at the intersection of in-
ternational relations, economics and diplomatic studies,
concludes that it is a foreign policy practice and strategy
based on the premise that economic/commercial interests
and political interests reinforce each other, and therefore
they need to be considered together.

Economic diplomacy, according to Pierre-Bruno
Ruffini [20], is a method or process by which states use the
advantages of cross-border economic activity to implement
their national interests. The author notes that economic
diplomacy also consists in establishing links between cor-
porate players who export or invest abroad and diplomats
who represent the state in the international arena and
implement geopolitical decisions. Another researcher,
U.W. Chohan [1], suggests that economic diplomacy is a
multilateral process that uses economic means to achieve
diplomatic goals, and vice versa, through the joint creative
involvement of international government managers and
other important stakeholders. Among Ukrainian authors,
the following issues of economic diplomacy are studied:

V.A. Vergun [13] analyses economic diplomacy in
the system of factors of Ukraine’s international competitive-
ness. Economic diplomacy, as noted by the researcher, is a
multilateral activity that “develops in modern conditions on
a bilateral and multilateral basis, and also functions at the
mega-, macro-, meso-, micro levels, respectively reflecting
the material interests of international economic and mone-
tary-financial organisations, regions, states, branches of the
national economy, multinational corporations, economic
associations, enterprises”.

Of particular note is the position of O.Ye. Likhachev,
who under the term “economic diplomacy” implies the joint
activities of the state, social, and business circles to imple-
ment national economic interests in the world economy,
which uses the tools of traditional and modern diplomacy,
a set of Ukrainian foreign economic institutions, regional
and multilateral structures, its goal is to increase the country’s
international competitiveness [15, p. 3].
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K.A. Flissak [17] considers the place of economic
diplomacy in the modern international economy and
international economic relations; issues of economic security
of Ukraine and organisation of activities of economic units
of diplomatic missions. The author pays considerable
attention to the organisation of diplomatic negotiations, the
technology of their conduct and the protocol component.

It is also worth mentioning O.M. Sharov [14, p. 8],
who in his study on economic diplomacy concludes that its
task “is to achieve economic goals through diplomacy, regard-
less of whether it uses economic levers to achieve them”.

V.D. Shchetinin [16, p. 15] argues that that “economic
diplomacy is an alloy of economics and politics, brought to
the level of making and implementing managerial decisions,
with the help and through which cooperation and rivalry is
carried out in the modern world, forms and methods of
development and improvement of the market economy are
determined, which becomes an important factor in social
development and the solution of key problems of economic
and social progress”

Materials and Methods

The information base of the study were materials published
in periodicals, scientific papers of Ukrainian and foreign
authors, official materials of the State Statistics Committee
of Ukraine (in particular, data on foreign economic activity
for the period 2017-2020), electronic resources presented
on the Internet, analytical calculations performed in the
course of the study.

Achieving this goal provided for the use of a set
of general scientific and special principles, methods and
approachesatthe empiricaland theoreticallevels of research,
in particular: scientific abstraction - to determine the
theoretical essence of economic diplomacy; monographic,
dialectical, historical-logical - to thoroughly study and
consider the theoretical and methodological foundations
of the implementation of economic diplomacy; structural-
logical - to determine the tasks of economic diplomacy;
methods of theoretical generalisation, abstract-logical - to
determine the features of the development of economic
diplomacy in Ukraine, for theoretical generalisations and
conclusions; methods regression analysis — to determine
which free trade area — Ukraine-EU, Ukraine-Canada or
Ukraine-Israel - affects the GDP of Ukraine; synthesis - to
build a regression model; problem-oriented method - to
determine the mission of economic diplomacy; statistical
and graphical methods - to process and summarise
statistical data and their further illustration in tables and
graphs for greater clarity.

The study builds a Scatter plot model using Excel, it
is a mathematical diagram used to display the values of two
variables for a data set.

A regression analysis of the impact of the free trade
zone between Ukraine and the EU, Canada, and Israel on
Ukraine’s GDP was carried out. This method is used to
display the state of the relationship between the economic
indicators under study. To do this, it is necessary to plot a
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graph in a rectangular coordinate system, and indicate the
value of the resulting attribute along the ordinate axis y, and
along the abscissa axis — the value of the factor attribute x.
The set of points of effective and factor features is a
correlation field. Taking into account the correlation field,

it is hypothesised that the relationship between all possible
values x and y has a linear character. A linear regression
equation has the form y = bx + a [21, p. 68].

To calculate the regression parameters, a calculation
table (Table 1) of communications was constructed.

Table 1. Calculation of parameters of regression analysis of the impact of the free trade zone between Ukraine and the
EU on Ukraine's GDP

2

X y )’ XXy
38.3 1121 1,466.89 12,566.41 4,293.43
43.4 130.9 1,883.56 17,134.81 5681.06
45.8 153.9 2,097.64 23,685.21 7,048.62
421 151.5 1,772.41 22,952.25 6,378.15
169.6 548.4 7,220.5 76,338.68 23,401.26

For the given data, the system of equations has the

form (1-2):
4a + 169.6b = 548.4 (1)
169.6a + 7220.5b = 23401.26 (2)

By multiplying equation (1) of the system by (-42.4),
asystem that can be solved by algebraic addition is obtained.
—169.6a —7191.04b = -23252.16
169.6a + 7220.5b = 23401.26

Obtain:
29.46b = 149.1

From where b = 5.0611

Next, it is necessary to find the coefficient “a”
equation (1):
4a + 169.6b = 548.4
4a + 169.6%5.0611 = 548.4
a=-77.4906

Thus, empirical regression coeflicients: b = 5.0611,
a = -77.4906 are obtained. Regression equation (3):

y=25.0611x—-77.4906 (3)

The regression coefficient b = 5.0611 demonstrates
how the performance indicator changes y, if the value of
the factor x increases or decreases by one. In the above
example with the magnification of x per 1 unit y increases
by an average of 5.061.

Coeflicient a = —77.4906 demonstrates the predicted
level y, but only if x=0 is located next to the sample values.
If x=0 is far from the sample values x, then a literal
interpretation may lead to unreliable results.

By substituting the corresponding values into the
regression equation x, the provided values of the effective
indicator y (x) for each observation are determined. The re-
lationship between y and x defines the sign of the regression
coefficient b (if b>0 - direct connection, b<(0 - inverse
relationship), [22, p. 121]. In this example, the connection
is direct.

Multiple determination coefficient R? indicates
how much the obtained observations confirm the model.
R? = 0.6545, that is, in 65.45% of cases of changes in x
lead to a change y. In other words - R’ indicates a close
relationship between the indicators.

By analogy, a regression analysis of the impact of the
free trade zone between Ukraine and Canada, Ukraine and
Israel on Ukraine’s GDP is carried out.

from
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Results and Discussion
Economic diplomacy: Theoretical foundations

Today, economic diplomacy occupies a proper place in
the system of international economic relations, since it
performs specific functions that are unique to it. That is
why economic diplomacy is studied and analysed by both
foreign and Ukrainian researchers. Based on the generally
accepted definitions of diplomacy, it can be stated that the
concept of “economic diplomacy” is understood as the
science of international economic relations and a means
of implementing the foreign economic policy of the state,
where economic non-military practical measures, tech-
niques, methods and tools are combined and prevail over
political ones. Thus, according to A.M. Sharov, “the criteria
for economic diplomacy belong to the sphere of interna-
tional economic relations, the sphere of foreign economic
policy of the state; the use of negotiations as the main tool
for arranging Interstate economic relations by peaceful
means; the presence of the institution of civil servants-
diplomats who directly negotiate and perform all other
functions provided for by the charter of the diplomatic service
of each state” [23, p. 66].

Therefore, the concept of “economic diplomacy” is
often used by researchers in a broad and narrow sense. A
broader meaning covers not only the international exchange
of goods and services, but also other components of in-
ternational economic relations, such as the international
movement of capital and labour, as well as activities leading
to the coordination or adoption of economic policies.

This study suggests that economic diplomacy, in a
narrow sense, is a part of public service, a public body es-
tablished abroad, based on written sources of international
law in the form of foreign service, regulated by a national
body, usually the Ministry of Foreign Affairs or the ministry
responsible for foreign economic relations.

This study determines the essence of economic
diplomacy by considering its functions. Thus, according
to K.A. Flissak [17], the functions of economic diplomacy
as specific activity of the state and relevant institutions
are: protecting national interests; improving the compet-
itiveness of the national economy; ensuring equal and
non-discriminatory conditions for integration into the
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world economy; stimulating exports and export expansion
to foreign markets; stimulating effective investment part-
nership; resolving trade contradictions and trade disputes.
The functions of economic diplomacy as a means or tool for
implementing the tasks set and achieving strategic goals are:
representative; informational; analytical; organisational;
presentation; negotiation or communication; stimulating;
preventive. The author refers to the functions of economic
diplomacy as a separate branch of science in international
relations and international cooperation as cognitive, meth-
odological, normative, and predictive [17, p. 69-70].

Based on the analysis of Ukrainian and foreign pub-
lications on the subject, the study systematises the main
tasks of economic diplomacy, in particular:

1) providing the state leadership with timely and
reliable information on the economic situation abroad,
foreign economic policy of foreign states, and the activities
of international organisations;

2) protection of national strategic and economic interests
of the state abroad;

3) improving the country’s competitiveness in the world;

4) creating favourable conditions for successful integra-
tion of the country into the global economy;

5) creating favourable conditions for access and promo-
tion of Ukrainian goods and services to foreign markets;

6) promotion of socio-economic development of the
country;

7) ensuring national and economic security, etc. [14, p. 10;
17, p. 60-61; 24, p. 66-67].

The goal of economic diplomacy of any country is
to create an “added” economic value, and this is ultimately
the achievement of economic growth and well-being of the
country [25, p. 669].

Free trade agreement as one of the instruments
of economic diplomacy

The effective use of such a tool as economic diplomacy in
the implementation of Ukraine’s foreign policy is crucial,
as for other countries of the world that are under the
influence of modern world processes, such as economic
globalisation [26, p. 34]. It is proposed to consider one

of the results of economic diplomacy - cooperation on
the basis of free trade area agreements (FTA), which is a
common form of trade and economic relations between
countries and regional associations. It is believed that FTA
agreements have an impact on improving the well-being
of countries participating in international cooperation. Free
trade is also beneficial because there is an exchange of goods,
technologies, access to a variety of products, and so on. Given
this, many countries conclude FTA agreements [27, p. 89].

Currently, there are 16 signed free trade agreements
in Ukraine, which apply to 45 countries. It is with the
EU that Ukraine has concluded the broadest FTA. Other
agreements are narrower. For example, Ukraine has signed
a free trade agreement with Canada, which covers trade in
goods and public procurement; agreements with Georgia
and Macedonia relate to trade in goods; agreements with
Montenegro - trade in goods and services. In addition,
Ukraine has an FTA with the countries of the European
Free Trade Association (Iceland, Liechtenstein, Norway,
Switzerland) [28].

The association agreement between Ukraine and the
EU is a new stage in the development of economic relations,
which is aimed at creating a deep and comprehensive free
trade area (DCFTA) and gradually integrating Ukraine into
the EU internal market. After a lengthy ratification process,
the EU-Ukraine Association Agreement entered into full
force on September 1, 2017. The agreement provides for
“the introduction of conditions for enhanced economic and
trade relations that would lead to the gradual integration of
Ukraine into the EU internal market, in particular through
the creation of a deep and comprehensive free trade area,
as defined in Section IV (“trade and trade-related issues”)
of this agreement, and to support Ukraine’s efforts to
complete the transition to a functioning market economy,
in particular by gradually adapting its legislation to acquis EU
(acquis EU is the property of European integration in the
political, legal and economic spheres, which is based on
European common values, that is, it is a set of rights and
obligations of EU member states)” [29].

It is proposed to analyse the dynamics of Ukraine’s
foreign trade with the EU (Fig. 1).
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Figure 1. Foreign trade of Ukraine in goods with EU countries in 2017-2020, billion USD

Source: compiled by the author based on [30-33]
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According to the Bulletin of the current state of
trade relations between Ukraine and the European Union
in 2019-2020, Ukraine has the closest trade ties with the
EU. It is the EU that accounts for 40.7% of trade in goods
and services from the total volume of trade in Ukraine in
2020 [30].

Figure 1 indicates that there is no stable dynamics
in terms of the growth rate of export-import operations
of Ukraine with the EU countries during 2017-2020 (the
figure shows both the growth and reduction of indicators).
Thus, according to the results of 2020, according to the State
Statistics Service of Ukraine [34], the volume of exports
of goods to the EU and imports of goods from the EU
decreased by 10.6% and 6%, respectively. The trade balance
with the EU in 2017-2020 remains negative for Ukraine,
but increased to USD -4.8 billion (in 2019 the balance was
USD -4.2 billion), which is largely due to non-compliance
of Ukrainian goods with European standards, as well as
lower quality of Ukrainian products and limited access to
markets for certain goods.

The reduction in Ukraines foreign trade with the
EU countries in 2020 is the result of the fact that the total
volume of foreign trade in goods of Ukraine decreased by
6.4% compared to 2019, which is associated with the crisis
caused by the COVID-19 pandemic. The above-mentioned
reduction occurred because imports of goods decreased by
10.3%, while exports of goods decreased by 1.7%. The WTO
predicted that there will be a 9.2% reduction in global trade
in goods in 2020. Consequently, the decrease in the total
volume of foreign trade in Ukraine, in comparison with the
forecasts of the service station, is at a better level [35].

This study agrees with [36], and suggests that the
positive and negative factors hindering the growth of pro-
duction and sales of Ukrainian export-oriented products in
the EU markets are:

1. As part of increased competition and market liber-
alisation under the rules of the free trade zone “plus’, the
Ukrainian manufacturer is forced to look for alternative
options for earning and obtaining additional profit, give
preference to tolling production schemes, providing services
for technological support of finished products, as well as a
reorientation to a partial production cycle;

2. A significant obstacle to the activation of export op-
erations is raw material dependence on foreign imports,
which significantly increases the cost item in production
and indicates that for the production of better products,
it is necessary to have better material and raw material
potential, which is not easy to get due to inflated supplier
prices and transportation costs;

3. An important factor in the manufacturing of
products for export is that together with the instability of
the exchange rate, it is not easy to conclude a profitable
foreign trade contract, since the fixed price will change
within the dynamics of exchange differences and currency
interventions in foreign markets, which will lead to an
increase in the final cost of production;

4. The process of reforming the Ukrainian system of
technical regulation and institutional transformations
within the framework of the transition of production to
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EU international standards require an increase in financial
resources for compliance and implementation of the quality
parameters of export production in accordance with these
requirements;

5. Reorientation of Ukrainian exports in favour of tran-
sit services for importing resources, materials and raw ma-
terials is necessary [36, p. 112].

However, the potential advantages of DCFTA for
Ukrainian producers are: duty-free access to one of the
most powerful and largest markets in the world for most
Ukrainian products (from the first year of the agreement,
the EU abolished import duties on most goods (99% of tarift
lines); equal conditions of competition and increasing ex-
port volumes to the EU; improving the quality and safety
standards of Ukrainian products, including in the national
market; creating Ukrainian brands that would be easily
recognised around the world; expanding the range of goods
and services in the national market of Ukraine; increasing
demand for Ukrainian products, including in the markets of
third countries, in connection with the introduction of the
improved structure of Ukrainian exports in the direction
of reducing the raw material component and increasing the
share of high-tech goods with a high share of added value
produced in Ukraine [37].

One of the main economic events in 2017 was the
signing of an agreement on the creation of a free trade zone
between Ukraine and Canada [38]. This agreement is the
first signed with a North American country and breaks off
duty-free access to a new market for Ukraine, diversifies
trade flows, and creates advantages for Ukrainian businesses.
According to the agreement, it is planned to deepen trade
and economic cooperation between the two countries on
trade in goods, protection of intellectual property rights,
public procurement, etc. It is planned that the agreement
should open 98% of the Canadian goods market to Ukrainian
exporters, while Ukraine is obliged to cancel tariffs for about
80% of imported goods from Canada [39].

The dynamics of bilateral trade between Canada and
Ukraine in 2017-2020 is shown in Figure 2. An analysis of
the dynamics of bilateral cooperation between Ukraine and
Canada shows that over the past year there has been a de-
crease in imports and an increase in exports of goods from
Canada (Fig. 2), which forms a negative balance of foreign
trade for Ukraine. Thus, according to the results of 2020,
according to the State Statistics Service of Ukraine [34],
the volume of exports of goods to Canada decreased by
5.8%, while the volume of imports of goods from Canada
increased by 3%. The trade balance with Canada in
2017-2020 remains negative for Ukraine, but increased to
USD -12billion (in 2019 the balance was USD -10.9 billion).

On January 1, 2021, the agreement on free trade in
goods, signed by Ukraine and Israel in January 2019, has
entered into force [40]. The agreement with Israel is a classic
one, since it mainly concerns agreements on the reduction
or abolition of import duties, which distinguishes it from
the DCFTA with the EU, which concerns not only trade in
goods and services, but also the protection of intellectual
property rights [41].
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Figure 3 shows the dynamics of bilateral trade be-
tween Israel and Ukraine in 2017-2020. An analysis of
the dynamics of bilateral cooperation shows that over the
past year there has been a decrease in imports and exports
of goods from Israel (Fig. 3), which forms a positive
balance of foreign trade for Ukraine. Thus, according to the

results of 2020, according to the state statistics service of
Ukraine [34], the volume of exports of goods to Israel and
imports of goods from Canada decreased by 9.7% and 19%,
respectively. The trade balance with Israel in 2017-2020
remains positive for Ukraine, but decreased to USD 3.9 billion
(in 2019 the balance was USD 4.2 billion).
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Figure 3. Foreign trade of Ukraine in goods with Canada in 2017-2020, billion USD

Source: compiled by the author based on [34]

As part of the free trade agreement, Israel will abolish
approximately 80% of all duties against Ukrainian industrial
goods and 9% of duties that are applied against agricultural
goods. In return, Ukraine will also cancel approximately
70% of duties applied to Israeli industrial products and 6%
of duties against agricultural products [41].

Scatter plot model of the impact of foreign trade
turnover between Ukraine and the EU, Canada,
and Israel on Ukraine's GDP

It is proposed to study the effectiveness of bilateral relations
using the Scatter plot model. This model would allow
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studying the impact of foreign trade turnover (for goods)
between Ukraine, the EU, Canada, and Israel on Ukraine’s
GDP (Fig. 4.). For analysis, annual data from 2017 to 2020
from the State Statistics Service of Ukraine was used [34].
Therefore, only the coefficient of determination of the FTT
model between Ukraine and the EU confirms its adequacy,
since R?=0.65. Therefore, in the situation under study,
65% of the total GDP variability is explained by changes
in the FTT. It can be argued that the growth of the FTT
between Ukraine and the EU significantly improves the
country’s GDP.
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The regression coefficient b=5.061 demonstrates
the average change in the performance indicator (in units
of measurement in) with an increase or decrease in the
value of factor x per unit of measurement. In this case,
with an increase in x per 1 unit y increases by an average of
5.061. Consequently, the increase in Ukraine’s FTT by 1% is
accompanied by a 5% increase in the country’s GDP, which
indicates the effectiveness of bilateral cooperation, primarily
for the Ukrainian economy. The relationship between y and
x defines the sign of the regression coefficient b (if b>0 -
the connection is direct if b<0 - inverse relationship). In
this example, the relationship is direct.

At the same time, as of today, the growth of FTT
between Ukraine and Canada, Israel does not have a
significant impact on Ukraine’s GDP.

Summing up, it should be noted that Ukraine
is trying to use as effectively as possible such a tool of
economic diplomacy as the signing of free trade agreements,
which contributes to the liberalisation of bilateral trade
and the development of profitable relations with partners.
The signing of 16 free trade agreements and the current
negotiations with Turkey on the agreement indicate that
Ukraine is moving in a positive direction. Integration of
countries into the global network of trade flows helps to
increase its competitiveness, create a favourable investment
climate, increase export opportunities, and so on.

Conclusions

Thus, the main mission of economic diplomacy is to create
and provide promising conditions for access and promo-
tion of Ukrainian goods and services to the international
arena, protect the national strategic and economic interests
of the country in the world, as well as through the use of
tools of economic diplomacy to improve the country’s com-
petitiveness in the region and the world, ensure national
and economic security, etc.

Economic diplomacy forms an effective mechanism
for managing global processes, both in the interests of
individual countries and the international community as a
whole. It is economic diplomacy, using a variety of tools,
which allows balancing the results of world economic
development for national economies, groups of states and
entire regions, preventing the escalation of trade and eco-
nomic conflicts, etc.

At the same time, economic diplomacy, which is
based on significant financial, organisational, informational
and other resources of the state, can become, in case of
ill-considered use of it, a destructive factor for the world
economy, which can disrupt its integrity and the existing
stable interdependencies. Therefore, the most important
task of modern economic diplomacy is to effectively
integrate national interests into the overall context of
ensuring the sustainable development of the regional and
global economy.
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Ponb eKOHOMIYHOT gunaomMarii B CUCTEMIi Cy4YaCHUX
Mi)KHapOAHUX €eKOHOMiIYHUX BiJHOCUH

BikTopisi BacuniBHa Kyxapuk', Tomac Hio6niHr?

"Bo/IMHCbKUI HaliOHa/IbHUI YHIBEPCUTET iMeHi Jleci YkpaiHku
43025, npocn. Boni, 13, M. Jlyybk, YkpaiHa

2llITyTrapTCbKuii yHiBepcuTeT
70174, KennepLTpacce, 7, M. LLITytrapt, bageH-Broptembepr, Hime4yynHa

AHoTauis. CydyacHmil I7106aTi30BaHMII CBIT XapaKTepU3YETbCA eKOHOMIYHOI0 HEe3a/IeKHICTIO, AKa € CKIAl0BOIO, IO
BUMIPIOE PiB€Hb BiIHOCMH MDK KpaiHaMy, Ha 3MICT, HAIIpsIM Ta iHTEHCUMBHICTb AKMX IIOYaja BIUIMBATI €KOHOMiYHA
3amexHicTb. ToOTO €KOHOMIYHI BiIHOCMHU CTamM IEHTPAAbHMMM B [JUIUIOMATUYHIN [Ais/IBHOCTI, 1O BU3HAYAE
aKTYaJIbHICTb 0OpaHOl TeMaTHKM. MeTO0 JaHOI CTaTTi € BUSHAYUTHU PO/Ib eKOHOMIYHOI AUIUIOMATII B CHCTeMi Cy4acHMX
MDKHAPOJHMX €KOHOMIYHMX BifIHOCHMH, IIOPIBHATU TE€OPETUYHY MOJENb €KOHOMIYHOI JMIIOMATii Ta IPaKTUKy il
peaizanii. ¥ crarTi BUKOpUCTaHi Taki MeTomy: HayKOBOI aOCTpaKiiii; MOHOrpadiuHmii, fia/leKTUYHWI, ICTOPUKO-/IOTIYHIIT;
CTPYKTYPHO-/IOTi4HMIL; aOCTPaKTHO-JIOTIYHUIT; METOJIB perpeciifHoro aHasisy; MeTOJl CMHTe3Y; IIP06IeMHO-OpieHTOBaHMIA
METOH; CTaTUCTUYHUII i rpadidamii MeTomu. ABTOPOM BUKOPUCTaHO Scatter plot Mopennb Ta 3ilicHeHO perpeciitHui
aHaJIi3 11 BU3HAYeHHA sAKa 30Ha BibHOI Topribii (Ykpaina-€C, Ykpaina-Kanazna, uu Ykpaina-Ispainb) BIymmBae Ha pict
BBII Ykpainu. Mogernb JOCTi/KeHHA MiATBepKY€e O3UTUBHMI 3B’ 130K MK 3poctanHAM BBII Ykpainu Ta 3pocTaHHAM
30BHIIIHBbOTOProBenbHOro 06opory (3TO) Mk Ykpainoto Ta €C. JliniiiHa Mozmenb NOACHIOE, o 36imbmenHs 3TO Ha
1 % BrmBae Ha 36inbpurenHsa BBII Ykpaiun B cepeboMy Ha 5 %. BogHouac, perpeciitHa Mofie/b IeMOHCTPY€ IPOTIEKHY
teHpeHtio mopo 3TO mix Ykpainoto Ta Kanagoro, Ykpainoto Ta I3painem. Tak, sunamika 3TO Ykpainu 3 nyMn kpaiHamu
He 37ilicHIOe 3HauHNUM BB Ha BBII Hamoi kpaian. Otxe, muie 3poctanHa 3TO Mk Ykpainowo Ta €C cBigunTh IIpo
e eKTUBHICTD IBOCTOPOHHDBOI cIiBIpani. [IpakTiyHa IiHHICTD Ofjep>KaHMX pe3y/IbTATiB IIOJLATAE B TOMY, ILJ0 TEOPeTUYHI
OCHOBY, BYCHOBKY Ta peKOMeHIalii, oTpuMani Ta copMyIboBaHi aBTOPOM y IpoLieci ZOCTIIKeHH A, MOXYTDb CIIYXUTU
6a3010 J/Is1 HOZA/IBUINX JJOCTII)KEeHb IMTaHb €KOHOMIYHOI JUIUIOMATIi Ta /i1 po3pOOKY TaKOl KOHIIEMIl eKOHOMIYHOT
mMIvIoMaril, fIka Mae BpaxXOBYBaTU IO3MLII CTeVKXOn#epiB misA 30alaHCYBaHHA iHTepeciB LIOfO 3abe3Ie4eHHA
Hal[iOHAJIbHOI eKOHOMIYHOI Oe31eKu JeprKaBu

KntoyoBi cnoBa: ekoHOMIYHA JUIIOMATisl, eEKOHOMiYHa Oe3IeKa, Hal[iloHa/IbHi iHTepecy, 30Ha Bi/IbHOI TOPTiBIi
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Introduction

The concept “public-private partnership” (PPP) and “pri-
vate-public partnership” may have different connotations
associated with emphasising the status of the parties to the
partnership. In the first case, the primary role belongs to
the state in interaction with other economic actors of the
market. In the second case, the equivalent status is granted
to public organisations of various fields of activity. The term
public-private partnership better correlates with European
law and the content of the concept “public administration”
as a system of public authorities that, in exercising their
powers, carry out public administration exclusively in the
public interest. An important aspect of this concept is its
connection with the integration of public administration
institutions, civil society, and the private sector for the
development of social community service projects [1].

The detailed content of the concept of PPP is con-
tained in the “UN Millennium Declaration” of 2000 [2] and
in the doctrine of the “Monterrey Consensus” of 2002 [3].
These documents state that PPPs are measures of public
infrastructure aimed at sustainable development, through
project financing and implementation using private in-
vestment and on the terms of transferring risks from the
public sector to the private sector. In the United States, the
term “public-private partnership” (PPP) is mainly used
as a denotation of joint state and private financing of edu-
cational programmes, public utilities, urban renewal, terri-
torial infrastructure development, and social services [4].
A.M. Abdel-Aziz and A.D. Russell in their paper [4] de-
veloped the structure of state requirements in the “public-
private partnership”. According to this structure, the main
components of the partnership are rights, obligations, and
responsibilities. For the successful implementation of the
“public-private partnership’, it is necessary to define specific
state requirements, which will significantly reduce energy
and economic resources [4].

Public-private partnerships are arrangements be-
tween public and private sector enterprises to provide
public infrastructure, utilities, and related services. Such
partnerships are characterised by the distribution of in-
vestments, risks, responsibilities, and rewards among the
partners. The reasons for creating such partnerships are
very different, but mostly they include the financing, de-
sign, construction, operation, and maintenance of public
infrastructure and services. An important conclusion, from
the standpoint of the institutional approach, is that without
state-owned enterprises (that is, public property), the PPP
mechanism itself becomes impossible [5]. M.A. Vasilenko,
N.A. Drozdov, Yu.A. Tagiltseva, E.L. Kuzina, M.A. Kuzina
studied public-private partnership through the prism of a
system approach [5]. Thus, in the Western countries, two
terms are used to denote the PPP mechanism. Its essence is
understood as a process that is based on the combination
of financial, labour, intellectual and other resources of the
state and business for the joint implementation of projects.

Notably, the use of the phrase “public-private part-
nership” in the law, in which “public” is in the first place, is
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not accidental. This indicates that the state is the initiator
of the relationship, that the implementation of its interests
has priority over the private structures. PPP is designed
to increase the competitiveness of the public sector of the
national economy, attract investment to the economy for the
development of an extensive infrastructure of a settlement,
city or region. This observation reflects an important aspect
necessary for understanding the use of the term “private-
public partnership”, which also has a rational and logical
explanation for the fact that in this case, the private party
has priority [6].

V.I. Borshch, LI. Maslennikov, V.I. Truba, L.M. To-
karchuk considered public-private partnership as a pro-
gressive form of innovation and investment mechanism
in the health sector of Ukraine, taking into account the
international experience of the USA, Great Britain, Canada,
and other countries. The main principles of work and crite-
ria for assessing the effectiveness of public-private partner-
ships were defined [6].

The purpose of the study is to analyse public-private
partnership as an effective tool for attracting investments in
the healthcare and pharmaceutical sectors of the Republic
of Kazakhstan. The implementation of the stated objective
is determined by a number of tasks: 1) to describe the es-
sence of the concept “public-private partnership”; 2) to
consider the main features and principles of PPP; 3) to
determine the classification of public-private partnership,
its advantages; 4) to analyse the international experience of
the introduction of PPP in the health sector; 5) to elaborate
recommendations for improving public-private partner-
ship in the health sector in the Republic of Kazakhstan.

Literature Review

The adoption of the law on PPP was an absolute achieve-
ment for the Republic of Kazakhstan [7], which significantly
accelerated the study of various issues of PPP: legal aspects
of PPP; scientific definition of PPP and its features in the
context of Kazakhstan; clarification of the influence of inter-
nal and external factors on PPP. The greatest attention was
paid to this issue by scientists-economists [8]. The economic
content of the concept of PPP was also considered [9]. On
this basis, the priority for this study is the issues of public
management related to the institutional aspects of PPP.
Public management practise demonstrates the grad-
ual improvement of the economic, political and ideological
institutions of society [10]. It is an indisputable fact that
they are interconnected and interdependent. Their state is
not always predictable, especially in the conditions of the
modern globalising world, which is dependent on general
economic crises. This dependence gives grounds for assert-
ing that it is economic institutions that are decisive in the
hierarchy of social institutions [11]. They are considered
the basis of social harmony and justice, democracy, and
freedom of people. Therefore, the latter primarily become
the object and subject of both scientific and political discus-
sions [12]. As a rule, ideological institutions are regarded as
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secondary ones [13]. At the same time, the consequences of
the functioning of the free market often need to eliminate
the contradiction between the interests of public (state
and municipal) and private owners. Market regulation is a
function of the state [14]. But the state will only do this if its
ideological institutions are focused on a balanced partner-
ship with business [15]. This study searches for the criteria
of balance between the economic, political, and ideological
aspects of the institutional mechanism of PPP.

Scientific papers that cover PPP often rely on the
documents adopted by the Commission of the European
Community, the Directorate General of the European Com-
mission for Regional Policy, as well as the UN European
Commission (hereinafter referred to as the UN EC) for
Europe [16]. These materials contain a description of the
so-called international non-regulatory standards for cre-
ating a national organisational and legal framework, regu-
lating the forms, methods that define the main criteria for
creating a PPP infrastructure, and the principles of “good
governance” in the field of PPP activities [17].

International standards affect the regulation of
PPPs both at the level of domestic law (harmonisation and
unification) and at the level of international law (codifica-
tion). As a result, the legal space of PPP is unified [18]. In
fact, common international approaches to PPP are being
implemented in different countries. Some researchers define
PPP with reference to international standards: public-
private partnership is an institutionalised interaction of the
public and private sectors in the economic sphere based on
international norms and national legislation. Its purpose
is to meet a specific public need, where the main partner
is the state, which assumes responsibility to society and
the key risk of possible non-implementation or improper
implementation of the project [19].

Materials and Methods

The main source base of the study is international PPP
standards [20]. They contain: methodology and principles
of effective management in the field of PPP; conceptual
approaches to take into account the interests of the state
and business in the implementation of PPP projects; de-
scription of the recommended organisational and legal
forms of partnership and justification for their application
in a particular industry; recommendations on the financ-
ing model, the most rational distribution of risks between
the state and the private partner; basic approaches to
improving the regulatory framework; basic approaches to
the tender procedure in the framework of PPP, and so on.
International PPP standards are now widely distributed
throughout the post-Soviet space through a large number
of papers, methodological recommendations, and manuals.

International practise allows using the term PPP in
a broad and narrow sense. To understand the pragmatics
of this phenomenon, it is necessary to identify several ap-
proaches that are of practical importance. The derivation
of the main provisions was based on the findings of studies
[21-25]. The first approach implies that PPP is any use of
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business resources (capital, management experience, new
technologies, innovations, know-how, etc.) to create a public
good [21]. In this case, it refers to any official constructive
interaction between public authorities and business in
various spheres of public life — in the economy, education,
and science. The structure of such interaction may include
forms of medium - and long-term cooperation between
public authorities and business [22-24]. In the second
approach, PPP is usually understood as the interaction
of business and state in the process of implementing
projects of national or local significance. Sometimes, in a
narrow sense, PPPs can be understood as cooperation on
investments aimed at supporting innovative projects at the
national, regional and local levels, in which partners pool
resources and share responsibilities, risks and benefits [25].

The study of PPP is based on the system and struc-
tural-functional approaches, which were used to analyse
the problems of relations between the state and business,
the mechanisms for coordinating the economic interests
of the main market participants and the state. Relying on
international sources and international experience of PPP,
this study combined the system and structural-functional
approaches with concepts of economic theory, the norms
of constitutional, administrative, and municipal law. With
the help of the institutional approach, the relationship
between the private entrepreneur and the state are studied.
The use of the monographic method allows identifying
and analysing PPP practises in the healthcare sector in
European countries. The forecasting allows developing
recommendations for improving PPP in the healthcare
sector in the Republic of Kazakhstan. The graphical and
tabular methods help to structure the collected material for
visual display of the findings.

Results and Discussion
Public-private partnership: General meaning and
principles
Drawing attention to the already established practise of
applying the term PPP, the concept “public-private partner-
ship” in the Ukrainian literature in translation acquires
various interpretations as “public-private collaboration”, “pri-
vate-public partnership’, in some cases “municipal-private
partnership”. The concept “public-private partnership” (PPP)
is the most adequate for displaying the general content of
the concept of interaction between the state, local self-
government, the public sector and business at various levels
of the territorial organisation of power. This approach ex-
pands the idea of public partners in relation to the exist-
ing approach implemented in the current legislation of the
Republic of Kazakhstan [7]. In addition to the state and
other public legal organisations, the author includes public
law legal entities, namely: state scientific institutions and
organisations, higher educational institutions of state and
municipal ownership.

All variants of the phrase “public-private collabo-
ration”, “private-public partnership’, “municipal-private
partnership” are acceptable. If there is a need to reflect the
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institutional participants of PPP, the researcher can apply
any variant of the phrase to denote this phenomenon without
losing scientific correctness. In general, the terms “public-
private partnership” and “municipal-private partnership”
can be used as synonyms in some cases, if there is no need
to detail the institutional status of the partner. However,
in any case, it should be borne in mind that the concept
“public-private partnership” is generic in relation to the
concept “municipal-private partnership”.

It is the institutional paradigm that claims to
cover all possible aspects of the PPP problem, reducing
them to the institutional basis from which organisational,
political, legal, economic and any other mechanisms of
interaction between the state and business are built. This
thesis is an argument in favor of applying the institutional
paradigm to solve the tasks set in this study. It provides

an opportunity to study the phenomenon of PPP in
dynamics, including the fact of imperfect organisational
and legal support in the context of constant institutional
changes and transformations. The available research results
mentioned above do not answer the question of why
PPP in the Republic of Kazakhstan is an uncompetitive
mechanism for cooperation between public administration
and business. Institutional factors, such as mutual distrust
between business and the state, the lack of a positive public
position on the transfer of ownership and disposal of state
and municipal property to the private sector, also have a
significant negative impact on the implementation of PPP
and the effectiveness of its functioning. The main features
of PPP include contractual relations, limited time, limited
space (Fig. 1).

Contractual relationship
(between the state and the private sector)

Time constraints, since the contract provides
for a specific facility that needs to be built or
operated for a certain period of time

Limited space, since partner contracts are
concluded only for specific facilities (for example,
an airport, a social infrastructure facility, etc.)

Figure 1. General features of public-private partnership

The international standards also formulate the
main features of PPP, which must be taken into account to
distinguish PPP from other forms of interaction between
the state and business. In the EU Green Paper on Public-
Private Partnerships and joint legislation on Public Contracts
and Concessions, the main characteristics of PPPs include
the following:

— relatively long-term cooperation between the private
and public sectors;

— the existence of a number of agreements between dif-
ferent participants of cooperation on the method of project
financing;

— defining the roles of the economic actors involved
in the different stages of the project (design, completion,
implementation, financing);

— the distribution of risks between public and private
partners, according to which all the risks of the public sec-
tor can be transferred to the latter [20].

Notably, these features are also contained in the
law of the Republic of Kazakhstan on public-private part-
nership [7]. Specifying the characteristic features of PPP,
attention will be paid to such regulations, fixed in this law:

— established terms of partnership agreements (projects
are usually developed for a specific object, which must be
completed within the established time limit;

— cooperation is carried out on a voluntary and con-
tractual basis (the private sector cannot be forced to agree);

— specific forms of distribution of responsibility
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between partners (the state determines the positions of
public interests, cost and quality parameters, monitors the
implementation of projects, and the private partner takes
on the tasks of operational activities at different stages of
the project — development, financing, construction and op-
eration, management, practical implementation of services
to consumers;

— specific forms of project financing (the project is
financed by private investments supplemented by public
financial resources, or by joint investment of several
participants);

— risk sharing between the parties to the agreement on
the basis of relevant agreements;

— specific forms of distribution of responsibility between
partners: the state determines the project objectives from
the standpoint of the interests of society and regulates the
cost and quality parameters, monitors the implementation
of projects;

— the state exercises the function of controlling the
activities of the private sector in the management of state
property.

As a tool of economic policy, PPP assumes that a
thorough consideration of possible risks will be carried out,
and they will be distributed among all participants of the
PPP. Each party in a PPP is interested in the benefits. The
feasibility of using PPP is determined by the most efficient
spending of funds in comparison with conventional
schemes. PPP is based on the following principles (Fig. 2):
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Focus on the end result. For the state, the priority is the volume and quality of

services, rather than the availability of an infrastructure facility

The qualifications and experience of the private sector in the design, construction, operation
of infrastructure are used to provide services, the volume and quality of which is determined
by the state

_
o

The risks are identified in advance and transferred to a party more competent
to manage them

)7

Private sector cost recovery depends on the quality of its work

)7

scheme in terms of cost efficiency

( For each project, it is necessary to compare the PPP mechanism with the public procurement )

Figure 2. Principles of building relationships in PPP

Next, the study considers each principle separately.
Focus on the end result (services). Under the conventional
financing scheme, the operator imposes requirements on
the private contractor/supplier in terms of volume, timing,
quality, and so on. In PPP, the state imposes a requirement
for the provision of final services that are based on taking
into account the consumer interests. The dependence of cost
recovery on the quality of services provided. The operator
of a PPP is the private sector, so the quality of services
depends on it. The terms of the PPP contract ensure the
operator's interest in the final result, since it reimburses
its costs from the revenue received from the provision of
services, or remuneration. In order to avoid reducing the
operator's interest in the final result, state support should
not be excessive.

Risk-benefit sharing. The transfer of some functions
to the private sector does not mean the self-exclusion of
the public sector. PPP provides for a thorough study and
identification of possible risks, describing them in the Fea-
sibility report. Possible risks are distributed among the
project parties, and the party that will best cope covers the
possible risk. The benefits of participating in the project are

distributed accordingly. When developing PPP projects,
the viability cycle of the future facility is taken into account,
since the private sector must be confident of recovering
costs and making a profit in the long run. The use of PPP
is not an end in itself. The main thing is the efficiency of
spending compared to the traditional approach. The form
of the PPP determines what functions and risks the private
sector assumes, and the duration of the PPP contract de-
pends on the level of risks and obligations assumed. It
should be noted that in the World Bank classification, “.. a
form of cooperation between the public and private sectors,
in which all risks and responsibilities are assigned to one of
the parties, is not a PPP” [26]. These types of cooperation
include, for example, service contracts, in which the risks
are almost completely covered by the state, as well as
privatisation contracts, in which the risks are covered by
the private sector.

Classification of the main models of interaction
in PPP

Conventionally, all PPPs encountered in practise can be
divided into three main groups (Fig. 3):

& Management and maintenance contracts )
( Operation and maintenance contracts D
< Design, construction, financing and operation contracts (including concessions) >

Figure 3. Classification of PPP forms

Management and maintenance contracts are those
in which private sector entities perform functions for the
management and maintenance of state-owned facilities,
make administrative decisions in the current production
and operational activities. Under these contracts, there is
no implementation of institutional changes to the facility.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 45-55

The main goal of such contracts is to improve the internal
management system and operational activities of the facility.
For their management and maintenance services, private
sector entities receive remuneration, which is determined
during the competition. In most cases, the contract is given
to the company that offered a more reasonable price for the
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services. Notably, the actual payment of remuneration is
tied to pre-defined performance indicators. Another fea-
ture of such contracts is that the public sector retains overall
responsibility for the provision of services to consumers.
The public sector is also responsible for the expansion,
rehabilitation and major repairs of the facilities. Usually, such
contracts are concluded for 3-5 years with minimal risks.
Operating and maintenance contracts are those in
which production facilities are leased to the private sector.
The private sector in this case performs the function of
the operator, and is responsible to the consumer. When
concluding such contracts, the goal is to increase operational
efficiency, improve the quality of services provided, and
attract funds from the private sector to finance the facility.
The most common type of such contract is leasing: a private
operator, depending on its performance indicators, receives
remuneration for the operation and maintenance of the
facility. On the other hand, the private operator pays the
government a fee that is used for capital investments. The

Benefits for the public sector

« Infrastructure development at an
accelerated pace and the possibility of
providing better quality services;

Benefits for the private sector

average duration of such PPP contracts is 7-10 years with
medium risks.

Contracts for design and construction. In this case,
the private sector assumes responsibility for the provision
of all related services, which may include, for example,
payment collection and public relations management. The
public sector remains only a regulator. The main goal in
this case is to reduce the costs and risks of the public sector,
improve the quality of services, and expand opportunities
for infrastructure development. An important aspect of
concession contracts is the dependence of the amount of cost
recovery of the concessionaire on the quality of the services
provided by it, which are determined by the performance
indicators of its activities. Concession contracts are usually
concluded for a period of 20-30 years, the degree of risk of
which is high. PPP implies a partnership between the state
and the private sector and in the sharing of benefits and
risks. The benefits for each of the stakeholders are clearly
outlined in Figure 4.

« Attracting funds and the experience
of the private sector in the field of
investment management;

« Transfer of technology and know-how;
« Transfer of part of the risks to the
private sector;

« Efficient management of the private
sector facility;

« Better distribution of budget funds;

» Development of local capital markets
and the banking industry;

« Attracting private and international
investments;

+ Control over service management and
infrastructure quality;

* The possibility of projecting the
experience of private companies in the
field of creating infrastructure facilities
on other similar facilities that require
funding from public sources

operations;

projects;

+ Opening of a market formerly owned
by the public sector;

+ New investment opportunities and,
accordingly, new sources of income;

+ Sharing of risks with the state;
* The possibility of off-balance sheet

* The possibility of obtaining an
acceptable rate of return;

+ Gaining experience in managing large

+ Growth of the image in the market

Benefits for the consumer

+ Optimal price / quality
ratio for consumers;

« Better distribution of tax
revenues;

« Better quality and better
project management;

* The possibility of obtaining
a positive external effect

Figure 4. Advantages of PPP implementation for the subjects

Thus, the private sector assumes functions, risks
and responsibilities depending on the type of PPP. At the
same time, the duration of the PPP contracts depends on
the degree of participation of the private sector, the level
of accepted risk, responsibility, obligations, and financing.

International experience of PPP practise in the
healthcare sector of the Republic of Kazakhstan

The world practise demonstrates the successful experience
of PPP in highly developed countries of Western Europe and
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North America. In recent years, PPP has been developing
significantly in China, India, and Brazil, but they are
inferior in terms of the breadth of their application. In the
Republic of Kazakhstan, the main strategic directions of the
development of the health system are the modernisation of
existing medical organisations and the construction of new
health facilities. In 2022, six new PET centres (positron
emission tomography) will be opened as part of the PPP,
which, together with the existing PET, would allow the
country to meet international recommendations (1 PET
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per 1.5 million people) [27]. Thus, the Comprehensive Plan
to Combat Cancer for 2018-2022 includes four areas:

— prevention and management of risk factors;

— development of highly effective early diagnosis;

— implementation of an integrated model for providing
cancer care;

— development of human resources and science [28].

The main part of the equipment for the development
of cancer services in the regions was purchased under the
PPP. In 2019, the Republic of Kazakhstan began conducting
molecular genetic research within the framework of the
GOBMP (Guaranteed Amount of Free Medical Care), ad-
ditional funding in the amount of 1.6 billion KZT was
allocated for almost 100 thousand patients. CT (Computed
tomography) and MRI (Magnetic resonance imaging) exam-
inations in patients with suspected cancer. These measures
will increase the diagnosis of early stages to 33% by 2022.
The installation of PAX systems in 18 regions of the country
was carried out within the framework of PPP projects.

PPP is actively developing in the North Kazakhstan
and Turkestan regions. Thus, the akims of these regions
signed PPP agreements with the Turkish company “YDA
Holding” for the construction of large modern hospitals
with a capacity of 500 beds [29]. The long-term plan for
the development of healthcare infrastructure until 2025 de-
termines the need for investments in healthcare of more
than 1 trillion KZT, the main share of which is occupied
by projects for the construction of 17 large multi-specialty
hospitals. Six projects - priority ones:

1) united Uuniversity hospital with 1200 beds in Almaty
at the Kazakh National Medical University named after
S. Asfendiyarov;

2) multidisciplinary hospital with 300 beds in Almaty
at the Kazakh National Medical University named after
S. Asfendiyarov;

3) multi-specialty hospital with 300 beds in Karaganda
Medical University;

4) multi-specialty hospital with 500 beds in Nur-Sultan;

5) multidisciplinary regional hospital with 500 beds in
Petropavlovsk;

6) multi-specialty hospital with 600 beds in Turkestan.

These facilities are planned to be implemented
under the PPP infrastructure model. The appearance of
new high-quality and modernised hospitals will have a
positive impact on the development of incoming medical
tourism and will reduce the number of citizens travelling
abroad for treatment [30].

As for pharmaceutical production, it is necessary
to note the peculiarity of the national market: the growth
dynamics over the past two years shows that the contribu-
tion of the pharmaceutical industry to the country's GDP
is quite low due to the weak market base. In 2018, the
pharmaceutical industry accounted for no more than 0.1% of
GDP. Kazakhstan's pharmaceutical industry is significantly
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inferior in gross profitability to foreign companies, which
occupy a dominant position due to the low technological
and production capabilities of the local manufacturer. Today,
the share of foreign products sold in the retail market is
about 70% [31]. Thus, in 2018, the volume of the world
market of medicines amounted to 1.174 billion USD [32].
The market share of the EAEU (Eurasian Economic Union)
is less than 2.6%, and the share of Kazakhstan in the EAEU
is 2.4% [33].

From 2010 to 2018, 30 projects were implemented in
the pharmaceutical industry within the framework of PPP,
the volume of investments — 45 billion KZT. For example,
the Karaganda pharmaceutical complex, introduced as
part of the industrialisation map, has been increasing
the production of medicines since 2018, expanding the
range of pharmaceutical products from antibiotics of the
cephalosporin group to drugs for the treatment of cancer.
Currently, there are 168 pharmaceutical enterprises operat-
ing in the Republic of Kazakhstan, of which 3 are large, 11
are medium-sized, and 154 are small. As part of the PPP,
investors from Poland, Turkey, China and Russia have been
attracted to the industry. According to the results of the
first five-year plan, 24 new projects worth 28.8 billion KZT
were implemented in the pharmaceutical industry with
the creation of more than 3,000 permanent jobs. The most
significant projects in this industry:

— increase in the production capacity of JSC “Himfarm”
(Shymkent);

— modernisation of the pharmaceutical factory (Almaty);

— construction of the pharmaceutical plant “ELEAS”
(Almaty Region);

— construction of the pharmaceutical plant “Sultan”
LLP (Almaty region);

— expansion of the existing production with an increase
in the range in accordance with the international standard
ISO 13485-2003 “Merusar & K” LLP (Pavlodar Region) [34].

Unfortunately, according to the results of the first
half of 2019, there is a sharp decline in investment in
healthcare (Fig. 5). Thus, from January to May, investments
decreased by 15%. Until 2018, such a reduction was
observed annually, so in 2016, the decrease was 19.7%.
However, in the first half of 2018, there was a record
increase of 62% (Fig. 6).

This is conditioned by the attraction of private in-
vestment in solving problems with the wear and tear of
buildings of medical organisations in the amount of 7.5 bil-
lion KZT for the construction of 67 medical facilities, and
the construction of 165 medical buildings in 2018 [36]. The
main reason for the decrease in the amount of investments
in 2019 was a reduction in the investment of business' own
funds, a decrease in infusions from local budgets. At the
same time, banks' interest in the healthcare sector has sig-
nificantly increased, as investments from borrowed funds
and bank loans have increased 5.2 times over the year (Fig. 7).
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Figure 5. Investments in healthcare and social services in the Republic of Kazakhstan for the first half of 2019
Source: [35]
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Figure 6. Investments in healthcare and social services in the Republic of Kazakhstan for the first half of 2014-2019
Source: [35]
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Figure 7. Sources of financing of healthcare and social services in the Republic of Kazakhstan for the first half of 2019

Source: [35]

According to the Minister of Health E.A. Birtanov,
by 2021 it is planned to build more than 600 PHC facilities
(primary healthcare) and hospitals within the framework
of PPP in order to cover all rural settlements with medical
services [35]. The development of the investment policy of
the healthcare system of the Republic of Kazakhstan will
eventually allow:

— improving the key performance indicators of the
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healthcare system;

— modernising the financing of the industry;

— reducing the industry's budget deficit;

— improving the quality, accessibility, and satisfaction of
the population with medical services;

— improving the social status of healthcare workers;

— implementing the strategic objectives of the industry.

Only with a comprehensive solution to the problems
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of reducing risks and increasing profitability in the health-
care system can the desired result be achieved.

Recommendations for improving PPP in the
healthcare sector

Based on the study of the theory and practise of PPP in
Kazakhstan's healthcare, the following recommendations
were developed:

— designate the special status of the sphere of medical
services as a socially significant sector of the economy, and
to resolve the issue of creating under the auspices of the
Government (the Ministry of National Economy of the Re-
public of Kazakhstan, the Ministry of Health, the Ministry of
Labour, Employment and Social Protection of the Population)
a state operator for the development of the investment policy
of the health system of the Republic of Kazakhstan;

— redefine the healthcare industry as an effective

investment vehicle. the healthcare system should become
attractive for investment;

— strengthen the competitive environment in the in-
dustry, develop the private sector, develop a new economic
mechanism for healthcare facilities, including: decentralise
the financing of the industry, improve the quality of medical
services provided, increase public satisfaction and access
to medical care, improve human capital, expand the in-
novation and scientific environment, introduce corporate
governance principles, improve the regulatory framework;

— increase profitability by providing state benefits and
tax preferences in investment projects, since investments in
healthcare are investments in the human potential of the
country.

In the medical field, it is possible to introduce new
and expand the range of PPP types used (Table 1).

Table 1. Forms of introduction of new and expansion of the range of types of PPP

Positive aspects

Systematisation of information about the capabilities of
medical equipment, centralisation of knowledge and training
resources on the effective operation of equipment, guarantee
of service and repair, reduction of the cost of components
and consumables, exclusion of cases of unfair treatment on
the part of suppliers - “shell companies”

Transfer of functions to search for information about the
availability and cost of medicines, minimisation of forced
contacts with numerous potential suppliers, optimisation of
structures that carry out public procurement, reduction of
risks in budget planning

Reallocation of secondary functions, fulfillment of the potential
of the medical worker

Risk sharing for construction, postponement of payments for
the construction of the facility, implementation of payments
by placing a state order, introduction of new management
technologies and competitiveness of the new institution

Type of PPP Scale
PPP based on a contract in the field of ~ Regional and
medical equipment supply national
PPP on the basis of a contract in the field Reglqn or
of drug supply medical
institution
PPP based on a contract in the field of PHC Centre
social patronage
PPP based on a concession for the Region
construction of new healthcare facilities 9
PPP on the basis of a concession inthe Regional and
field of trust management of state assets national

Reduce public sector costs and risks, expand infrastructure
development opportunities

Thus, the current state of the economy of the Republic
of Kazakhstan is characterised by the consolidation of the
efforts of the state and the private sector in the search for
new forms and methods of creating, managing, and reg-
ulating infrastructure. PPP is a real mechanism for inter-
action between the public sector and private capital in the
creation, modernisation, maintenance, and operation of
infrastructure facilities.

This provision fully applies to healthcare. The nature
of self-financing of such projects makes them attractive
to investors. Summarising international experience and
analysing best practises allows forming specific proposals for
the further development of PPP in Kazakhstan's healthcare
sector, including attracting foreign companies to provide
concessions in the field of medical and pharmaceutical
infrastructure, including:

1) expanding the scope and mechanisms of PPP;
2) improving the regulatory framework for PPP;
3) developing the methodological base;
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4) strengthening the capacity of public authorities in
the field of PPP.

Conclusions

In the course of the study, PPP was analysed as a tool for
attracting investment to the national economy. Based on
this, a review of the literature is conducted and several
positions on the definition of the concept of PPP are
considered. According to this, PPP should be perceived
in two contexts. The first is the common use of business
resources of two entities — the state and the individual. In
the second - the implementation of specific projects on
the terms of PPP. Public-private partnership has different
formulations: “public-private partnership’, “private-public
partnership” and others, which are similar in their main
content and reflect the participants in this process. The
main features and principles of PPP are highlighted.
Among the signs of PPP, the main ones are contractual
relations, limited time and space. The principles of PPP
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include: focus on the final result, the dependence of cost
recovery on the quality of services provided, the separation
of risks and benefits.

The classification of the main forms of public-private
partnership is carried out and the most common ones
are identified: management and maintenance contracts,
operation and maintenance contracts, design, construction,
financing and operation contracts, and concessions. The
international experience of PPP practise in the Republic of

Kazakhstan in the field of healthcare and pharmaceuticals
is analysed. The main results of the implemented projects
in the above-mentioned areas are considered. However, the
level of investment is not high enough, which requires the
development of additional motivation for individuals to
invest in the healthcare sector. Recommendations on the
creation of new and modernisation of existing forms of
PPP in the field of healthcare and pharmaceuticals in the
Republic of Kazakhstan have been developed.
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[ep>xaBHo-NpuBaTHe NApTHEPCTBO B OXOPOHi 340poB'a Ta papMaLeBTUYHOMY
cekTopi Pecny6niku KasaxctaH

MaHcyp bagaes
Kasaxcbkuii yHiBepCUTET EKOHOMIKM, hiHaHCIB Ta MiXKHapOZHOI TOpriBi
070000, Byn. XXy6aHoBa, 7, M. Hyp-CynTaH, Pecny6nika KazaxctaH

AHHOTaumA. Baaemopis gep>xaBu Ta 6i3Hecy € OJHVM 3 OCHOBHMX IUIAXiB BUpPIIIEHHA COLjia/IbHNX Hp06HeM Cy4acHUX
Iep>kaB. AKTYaJIbHICTb TeMU JOCTIIPKeHHA 00yMOBJIeHa TUM, 1IJ0 PO3BUTOK (POPM Iep>KaBHO-IIPUBATHOTO IAPTHEPCTBA
3abesreyye NPUIUIMB iHBECTUII 3 OOKY IPUBATHMUX MifIpUEMIIB y cdepy OXOPOHU 3[0pOB'SA Ta (papMalleBTUKN B
Pecrry6mini Kasaxcran. MeToro cTaTTi € XapaKTepIUCTHKa JepyKaBHO-IIPUBATHOTO IIAPTHEPCTBA Ta aHa/Ii3 MDKHAPOJHOIO
TOCBify peasisanii IpakTUK Ha KOHKpeTHMX IpoeKTaX. OCHOBHOIO METONOJIOTIYHOI0 6a3010 HOCIiKeHHA CTaIM TaKi
METOJM: CUCTEMHUI, CTPYKTYPHO-(YHKIIIOHA/IbHWIT, IHCTUTYLIOHA/IbHIIT, MOHOTpagiuyHMil, IPOrHO3yBaHHs, TA0IMYHNI
i rpacpiunmit. Y mporeci JOCTIIPKeHHA pO3ITIAHYTO TeOpilo Ta NPaKTUKY Aep>KaBHO-IIPYBATHOIO MapTHepcTBa y cdepi
OXOpPOHM 37I0pOB's Ta papMateBTUYHIN cdepi, 03HAKM Ta MPUHLINIIN TAKOro maprHepcTsa. IIpoBeneHo kmacudikariiio,
[IpOaHa/Ti30BaHO HallOIIbII ACKpaBi IpUK/Iafyu peaizalil jep>kaBHO-IIPUBATHOrO IapTHepCTBa. [Joc/ipkeno BigMiHHOCTI
MDK KOHTpaKTaMI Jep)KaBHO-IIPUBATHOTO IIAPTHEPCTBA, 3BEPHYTO YBary He TUIbKM Ha QYHKIIIT i 3MiCT TaKUX ;OTOBOPIB,
aJie J1 Ha TepMiHY, lepefbadyBaHi pusnku. IIpoaHanisoBaHo IepeBary s KOXHOI i3 3aIlikaBIeHUX CTOPIH y AepyKaBHO-
MPUBAaTHOMY NapTHEPCTBi: MPUMBAaTHUI CEKTOP, AE€P>KaBHMII CEKTOP, CIIoKMBayi. [IpoBefieHo aHasi3 cy4yacHOro cTaHy
Iep>KaBHO-IIPMBATHOTO IIAPTHEPCTBA B po3MIAHYTi cdepi B Pecrry6nini Kasaxcran. I[IpakTiyHa HiHHICTD JOCIIPKEHHA
IIO/IATA€ B PO3poOLi peKOMeH alliil Iof10 MOMiNIIeHHA GOpM Aep>KaBHO-IIPUBATHOTO IIAPTHEPCTBA /IS OpraHiB BIagM
3 MeTOI0 30epe>keHHA KOHTPOJIIO 3 OOKY iep>KaBU i JOTPUMaHHA yMOB aleKBaTHOTO PO3IIOAiNTY MIXX Y4aCHIKaMIU TaKOTO
BUJIY IAPTHEPCTBA BCiX PU3MUKIB, BiJIIOBiIa/IbHOCTI Ta BUTOJ,

KnioueBble cnoBa: my6niyHO-IIpMBaTHe IApPTHEPCTBO, (hapMalleBTUYHA Tajly3b, IIAPTHEPCTBO AepxkaBM Ta OisHecy,
conianpHa cdepa, JI1II B 0XOpoHi 350pOB's
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Abstract. The conclusion of regional trade agreements has increased to hundreds. The benefits of integration, fears of
protectionism on the part of uniting countries, and other factors contribute to this process. Ukraine has signed agreements
with more than 40 countries, including integration groups. Therefore, the purpose of this study is to identify the specific
features of its agreements, prospects for their development and signing new ones. It is worth analysing the conclusion
of agreements in the historical aspect, based on the level of their economic development, foreign trade, the trade
complementarity level, and identifying development opportunities. Therefore, general scientific and special methods were
used in this study, in particular historical, analysis and synthesis, economic analysis, tabular, etc. The study examined
research performed by other scientists; statistical data from the Centre for international trade, the Food and Agriculture
Organisation of the United Nations (FAO); international treaties and regulatory documents. According to the analysis of
concluding agreements, it is proposed to divide them into two periods: before and after 2000. In the first case, they were
concluded mainly with developing and neighbouring countries, and in the second - with developed countries outside
the former Soviet Union. At first, the partners were mainly the CIS countries, then Europe, and later other regions, but
there were also disintegration processes with the Baltic states. It is established that transactions have their specific features
regarding the provision of a favourable regime, e-commerce, etc. It is proposed to divide integration risks into predictable
and unpredictable ones. The main importers of all and agri-food products were identified among the countries with
which agreements have been concluded. Exports to such countries are mainly growing, as well as the share of agri-food
products. The trade balance and low share in Ukraine's exports indicate the feasibility of developing trade. The calculation
of the complementarity index allows predicting the prospects for the development of relations with countries with which
agreements are planned and already concluded, as well as with the main importers of the world market. The results of
the study indicate prospects for the development of trade, but this will depend on the content of transactions, product
competitiveness, etc.
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Introduction

The EU, the North American Free Trade Area and Mercosur
remain the most developed integration groups in the world,
with the first two being the most powerful exporters and
importers on the world market. Therewith, the benefits of
foreign trade liberalisation and a number of other positive
consequences of the merger have led to the conclusion of
regional trade agreements between most countries of the
world, and even between the aforementioned integration
groupings and their individual member countries with a
number of other countries. Among the latter (2019-2021),
it is worth noting the regional trade agreements (RTA) be-
tween the UK and Ghana, the UK and the EU, Indonesia
and Australia, ASEAN (Association of Southeast Asian
Nations) and Hong Kong [1]. At the same time, reports on
RTA and their consideration continued in the context of
the deterioration of the trading environment caused by the
COVID-19 pandemic and trade restrictions of some mem-
bers of the Organisation [2].

Ukraine has also concluded regional trade agree-
ments with a number of countries, both in the East and the
West, as well as integration groups, in particular the EU and
EFTA (European Free Trade Association). Ukraine remains
a member of such trade and economic associations as the
BSEC (Black Sea Economic Cooperation) and GUAM (Or-
ganisation for Democracy and Economic Development),
but so far there is no reason to claim that they have a high
development of international economic integration.

The conclusion of agreements with Serbia, Turkey,
Vietnam, ECOWAS (Economic Community of West African
States), etc. is also to be expected. Moreover, there is a dif-
ference in concluding agreements with countries depend-
ing on the level of economic development and the territory
in certain periods of time. At first, most of the agreements
were concluded with the CIS countries, later in Europe, and
then in other regions. They clearly define the rules of trade
in agricultural products, in particular in the agreement
with the EU and Canada, which emphasises its importance.
Considering the difference in the economic development
of EFTA, the EU and Canada compared to Ukraine, the
agreements applied the principle of asymmetry in terms of
trade liberalisation. RTAs have their specific features, in
particular, with EFTA, it is noted that the parties provide
each other with a regime no less favourable than the EU,
with Canada - e-commerce, the use of trade barriers on
products transmitted in electronic form. Since it is not
always possible to predict external changes, integration risks
can be divided into predictable and unpredictable ones.

The creation of integration groupings is caused by
a number of reasons, in particular, the development of the
international division of labour, the positive consequences
of the creation of integration groupings, trade liberalisa-
tion, the creation of integration groupings by neighbouring
countries, the exchange of new technologies. The increase
in the number of regional trade agreements, the specific
features of functioning, and regulation of their creation and
operation by the WTO (World Trade Organization) has
led to a number of studies on this issue. Thus, D. Mc Daniels,

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 56-81

A.S. Molina and E. Wijkstrom investigated how WTO
operation affects RTAs, reflecting its importance for
the development of integration, with authors analysing
260 agreements [3]. The WTO's considerable attention to
the development of integration, regulation of trade policy
issues, resolution of disputes between countries, etc. confirms
the importance of this process, especially in the current con-
ditions of their growing number.

Researching the issues of RTAs, integration and de-
velopment, A. DiCaprio, A.U. Santos-Paulino, M.V. Sokolova
note that the developing countries have become more
active participants in RTAs and the issue of distribution of
integration benefits has become urgent. At the same time,
the analysis suggests that regional integration leads to an
increase in economic growth and a reduction in inequality
in member countries [4]. Such consequences contribute
to an increase in the number of RTAs between developing
countries, especially in the context of their increase in the
world in general.

Unification between countries has a considerable
impact on their economies, which is directly proportionate
to the level of integration between them. Thus, while study-
ing the EU economy, E. Khesin, citing the negative conse-
quences of Brexit for the UK, notes that in any scenario,
taking into account trade and investment ties, it would be
mandatory to break the structure of its economy and for-
eign economic relations, as well as partial reorientation to-
wards other countries and regions [5, p. 77]. Therefore, the
creation or entry into integration groupings, the signing of
free trade agreements requires a thorough analysis of the
development prospects and consequences, since there are
risks of both participation and withdrawal from these trade
and economic associations.

These and a number of other studies confirm the key
importance and expediency of analysing the conclusion of
RTAs by Ukraine, and a significant part of the study focuses
on issues of integration into the EU, which is not the case in
the analysis of RTAs with other countries.

Purpose of the study - to identify the specific features
of regional trade agreements concluded by Ukraine and
provide for the development prospects of the latter and the
signing of new free trade agreements.

In accordance with the purpose of the study, the fol-
lowing tasks were set: to consider the conclusion of RTAs by
Ukraine in the historical aspect, depending on the level of
economic development of partner countries, foreign trade
with them, the level of complementarity of trade, as well as
to outline the prospects for the development of integration
processes in the future, taking into account these and other
factors.

Literature Review

The study of RTAs is conditioned by an increase in their
number, the impact on the trade policy of the parties, as
well as on trade with third countries, and a number of other
factors. Thus, P. Atkhukorola notes that over the past three
decades, free trade agreements have become an integral
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part of the global trading system. However, the discussions
regarding the economic arguments in favour of free trade
agreements as an alternative to multilateral and unilateral
liberalisation are still ongoing. Therewith, the number of
Free Trade Agreements reported to the WTO increased
from 19 in 1990 to 292 as of January 2019 [6].

D. B. Nguyen, having studied the impact of RTAs on
international trade, in particular on intraregional trade and
propensity to trade with the rest of the world, and having
evaluated 160 countries, notes the influence of agreements
on the development of trade. Therewith, the author identifies
features of RTAs depending on the continent (highlighting
American and African, as well as European and Asian) [7,
p. 236]. Noticeable consequences of integration are also
observed in the most developed integration groups, in
particular in their less-developed member countries, for
example, Mexico in the North American FTA, Poland in
the EU, etc.

Studies of the impact of participation of different
countries in RT'As have been carried out by many scientists,
which confirms the importance of this phenomenon and its
growth. Thus, M. Pant and A. Paul noted that the RTAs were
expected to increase intraregional trade and the well-being
of countries, as well as that the agreements stimulated trade
only when partner countries already accounted for a large
share of trade. Scientists believe that India's interaction with
individual Asian associations as such is unlikely to stimulate
trade [8, p.538]. In other words, each country requires a
separate study, taking into account the development of its
trade and economic relations with different countries and
integration groups in order to predict the consequences of
concluding an RTA.

The signing of the Association Agreement with the
EU is of great importance for Ukraine; therefore, a consider-
able part of this study is focused on this issue. For example,
O. Yatsenko, N. Karasova, V. Nitsenko et al. (H.S. Jr. James,
J.L. Parcell) [9] identified promising areas of agricultural
export potential, taking into account the possibility of neg-
ative consequences from highly competitive markets, areas
for improving bilateral relations, etc. At the same time, the
authors see the main advantage in trade in agricultural
products in the partial elimination of the asymmetry of
trade conditions between the group and Ukraine, which
increased after the latter joined the World Trade Organ-
isation. They also note the advantages of abolishing EU
export subsidies for agricultural products imported into
Ukraine; increasing access of Ukrainian products to the
European market due to the harmonisation of standards with
the EU; introducing new rules for cooperation, etc. [9,
p. 268]. Admittedly, given the territorial proximity to the
EU, the development of the latter, the share of its imports on
the world market, significant volumes of trade in Ukraine,
as well as a number of other factors, the study of the devel-
opment of economic relations with the group is extremely
relevant and important.

However, Ukraine and a number of CIS countries
(Commonwealth of Independent States), in particular Ar-
menia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan,
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Moldova, Russia, Tajikistan, Turkmenistan, and Uzbekistan,
have previously concluded bilateral free trade agreements
with each other. Still, as noted by M. Roberts, P. Wehrheim,
not all of them are practically performed or observed [10,
p-319].Inaddition, in bilateral agreements, for example with
Kazakhstan, the list of goods excluded from the free trade
regime is quite extensive. As a result of the application of
restrictive trade measures, the advantages for trade in agri-
food products in the CIS countries are levelled. In addition,
the authors note that bilateral free trade agreements with
such a considerable share of it that they do not fall under the
free trade regime usually do not comply with article XXIV
of the WTO, which states that almost all trade should be
duty-free. In addition, even when countries have agreed to
greater integration, there are doubts regarding their long-
term validity [10, p. 320]. This, to a certain extent, explains
why Ukraine has concluded free trade agreements with
other countries and integration groups.

In modern conditions, the COVID-19 pandemic has
led to changes in various spheres of life, the consequences
of which may affect the economic development of countries
in the future. Thus, S. Baek, S. Kim, T. Rhee emphasise
that the COVID-19 outbreak has dramatically changed
the structure of the world, but as a result of progress and
treatment, there is hope for a return to normal life, but they
also note the vision of many economists that some struc-
tural changes caused by the pandemic will have long-term
consequences. Scientists note that economic integration and
globalisation may prevail, but there is a possibility of chang-
ing their form, and there is an impact of the pandemic
on globalisation. In particular, at the initial stages of the
pandemic, trade flows decreased, the FDI receipts dropped
by 30-40% in 2020, and even the passenger traffic on
international flights decreased by 70% [11]. Given the impact
of COVID-19, it is advisable to develop general rules that
can prevent the spread of the disease, as well as the creation
of new products, and this requires in-depth scientific re-
search, which can be facilitated by integration between coun-
tries, especially in the scientific field.

Considering the problem of concluding bilateral free
trade agreements with Ukraine, I.Y. Huzhva predicts a pos-
itive impact of this on the national welfare of Ukraine and
the development of foreign trade [12, p. 44]. Taking all of
the above, the growing needs, the increase in the number
of RTAs, their importance, etc. into account, Ukraine needs
to use the opportunities from the conclusion of RTAs as
well, but with a preliminary analysis and forecast of their
consequences, respectively, for each country.

Materials and Methods

In the process of studying the creation of regional trade
agreements, the theoretical basis included the scientific
studies of foreign and Ukrainian scientists. Considering
the fact that Ukraine has only recently engaged in the
conclusion of RTAs, as well as the fact that this process has
already commenced much earlier in other countries, special
attention was focused on the scientific studies of foreign
scientists who have investigated this problem from its various
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standpoints. Thus, the study considered the issues of the im-
pact of RTAs on the development of trade of partner coun-
tries, in particular intra-regional and with third countries,
as well as factors that determine this impact; trends in their
conclusion; participation of developing countries in RTAs
and the impact of agreements on economic growth and
inequality in partner countries; the consequences of leaving
integration groupings, since this can be accompanied by
substantial costs and the creation or entry into other trade
and economic associations, the conclusion of new free trade
agreements, etc. This purpose required research of scientific
studies of Ukrainian scientists, and most of them focused
on issues of integration with the EU, in particular on trade
policy, advantages and risks due to the conclusion of an
Association Agreement with the EU, etc. Taking into ac-
count that free trade agreements were concluded with other
countries, especially in the early 1990s, the authors have
considered foreign studies, which allowed identifying some
features of those RTAs that were signed between Ukraine
and the CIS countries, in particular regarding trade policy,
compliance with WTO requirements, the reasons for the
risks of successful unification, etc. As a result of the sig-
nificant changes caused by the COVID-19 pandemic, the
study has taken into account the research on its impact on
trade flows, FDI inflows, etc., as well as integration and glo-
balisation in general. The increase in the number of RTAs
concluded by Ukraine and the availability of prospects for
their growth contributed to the analysis of work on their
development and opportunities for obtaining additional
benefits or risks of losses. Consideration of literature sources
on these issues, taking into account the existing advantages,
prospects, and risks, necessitated the investigation of the
evolution of the conclusion of RTAs in the world and Ukraine,
which involved the study of regulations, international docu-
ments, the information base of the World Trade Organiza-
tion and other internet sources. Accordingly, the analysis
of the dynamics of signing the RTU by Ukraine is carried
out, taking into account time periods and territorial
vectors, as well as the presence and causes of disintegration
processes, since in modern conditions, disintegration and
reintegration are also characteristic of the development of
integration. Since regional trade agreements make provision
for trade liberalisation, in particular the elimination or re-
duction of tariff and non-tariff trade barriers, the study in-
vestigated the specific features of the trade policy of individ-
ual agreements. Apart from the existing ones, the authors
of the study considered the feasibility of concluding RTAs
with individual countries, in particular with those where
negotiations are already underway and those that are im-
protant trading partners of Ukraine.

The study involved general scientific and special
methods, in particular analysis and synthesis, historical,
statistical, economic analysis, tabular, etc. The vital impor-
tance of foreign trade between partner countries for the
development of integration and the influence of the latter
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on the former led to the analysis of Ukraine's trade with
the countries with which the RTAs were concluded, for
which economic and mathematical methods were used,
and the information base included statistical data from the
International Trade Center (ITC), which is a joint agency of
the World Trade Organization and the United Nations, the
Food and Agriculture Organization of the United Nations
(FAO). Calculations were made to determine the share of
Ukraine's exports to individual partner countries in its total
exports, as well as agri-food products, which is conditioned
by a considerable share of the latter in Ukraine's exports, a
positive surplus in its trade, an increase in export volumes
and an increase in demand on the world market, and the
fact that many of the countries are dependent on its imports.
In other words, the paper calculated and studied indicators
of international trade, in particular its volumes, the share of
exports to individual countries and goods, and the foreign
trade balance. To determine the prospects for the develop-
ment of Ukraine's foreign trade with partner countries, the
complementarity index was calculated, and most product
groups were taken into account.

The desire to benefit from the conclusion of RTAs resulted
in Ukraine concluding them with more than 40 countries
of the East, West, and even North America. However, it is

Results and Discussion
Regional trade agreements of Ukraine: Historical
aspect and future plans
planned to increase their number in the future. Thus, the
programme of activities of the Cabinet of Ministers of
Ukraine (dated 11.12.2014) notes the signing of agreements
on the creation of an FTA with Canada, Turkey, Israel, the
Cooperation Council for the Arab States of the Gulf (GCC),
and the Economic Cooperation of West African States
(ECOWAY) (until 2018) [13]. Agreements have already been
signed with Israel and Canada, and negotiations are also
underway with Turkey.

According to experts' calculations, free trade agree-
ments with these countries may lead to an increase in
exports of goods and services of Ukraine by 7-10%, but in-
creased competition in the internal market is also probable.
L.V. Huzhva suggests that the export potential of Ukraine
can also be realised in the markets of the Balkan region, the
Middle East, the Gulf, and other regions [12, p. 38]. Notably,
a considerable part of the countries with which free trade
agreements have been concluded are European, while the
countries with which negotiations are being conducted are
Asian (Table 1).

Thus, preparations are underway to conclude free
trade agreements with Turkey, Serbia, Vietnam, as well as
the possibility of this with Albania, Egypt, Jordan, The Re-
public of Korea, Tunisia, etc., and major players in the in-
ternational agricultural market are interested in developing
cooperation with Ukraine [14]. Ukraine has signed free
trade agreements with more than 40 countries (Table 2).
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Table 1. Free trade agreements between Ukraine and other countries and groupings

Countries with which the agreements have entered
into force

Negotiation stage

Macedonia (goods)

European Free Trade Association (EFTA) (goods

and services) Turkey
Montenegro (goods and services) Serbia
EU (goods and services) Vietnam
Israel (products) Singapore
Canada (products) Lebanon
CIS countries (goods) With BSEC (there is a prospect)

Georgia (goods)

United Kingdom (goods and services)

Source: compiled by the author based on sources [1; 12; 14; 15]

Table 2. Free trade agreements and other relevant regulations of Ukraine

Regional trade agreements of Ukraine with... Signing Effective date Status”
Canada 11.07.2016 01.08.2017 +
Montenegro 18.11.2011 01.01.2013 +
EFTA 24.06.2010 01.06.2012 +
Moldova 13.11.2003 16.05.2008 +
Tajikistan 06.07.2001 11.08.2002 +
Republic of Macedonia 18.01.2001 10.09.2001 +
Republic of Latvia 21.11.1995 15.01.1997 -(01.05.2004)
Moldova 29.08.1995 27.05.1996 +
Republic of Azerbaijan 28.07.1995 gg?g] ggg +
Kyrgyz Republic 26.05.1995 31.12.1997 +
Republic of Estonia 24.05.1995 14.03.1996 -(01.05.2004)
Georgia 09.01.1995  04.06.1996 * (ﬂif’orgg})doeg“)' on
Uzbekistan 29.12.1994  01.01.1996 * (ZZ?OFEE%dOEiS on
Turkmenistan 05.11.1994 18.12.1996 +
Republic of Armenia 07.10.1994 18.12.1996 +
Kazakhstan 17.09.1994 19.10.1998 +
Republic of Lithuania 04.08.1993 21.11.1995 -(01.05.2004)
Russian Federation 24.06.1993  21.02.1994 * (%iﬁ?Z%doﬁ‘; on
Republic of Belarus 17.12.1992 30.11.2006 +

+ (as amended on
19.10.2012,14.11.2012)

+ (as amended on

CIS 18.10.2011 20.09.2012

(21.03.2014)

= European Union 27.06.2014 01.09.2017 30.11.2015
= Israel 21.01.2019 01.01.2021 +
= The United Kingdom of Great Britain and Northern Ireland ~ 08.10.2020 31.12.2020 +

«  »

Notes: “+” - valid, “-” - invalid
Source: compiled according to the source data [16]
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Features of RTAs of Ukraine with CIS countries

The Free Trade Agreement with Moldova of 29.08.1995
referred to the desire of the parties to become Contracting
Parties to the GATT/WTO [17], and the agreement of
13.11.2003 expressed the belief that the agreement would
contribute to the process of European integration. Notably,
the provisions of the agreement should apply to both
industrial and agricultural products (Article 2) [18]. In
other words, the agreements specify not only the issues of
trade liberalisation, but also the achievement of the goals

In parallel with the integration processes, disintegra-
tion processes were also observed, in particular, according
to the letter of the State Customs Service of Ukraine
no. 25/4-14-35/6222- EP dated 17.05.2004 [19], the free
trade agreements with the republics of Estonia, Latvia, and
Lithuania have become invalid since May 1, 2004 due to their
accession to the EU, but the opposite situation is observed
in relation to other countries with which the RT'As have been
concluded (Table 3).

pursued by partner countries.

Table 3. Bilateral free trade agreements with the CIS countries

Partner country Content

Belarus

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions from this trade regime for the agreed nomenclature of goods
are drawn up in a separate protocol or agreement, which forms an integral part of this Agreement
(Article 1 of the Agreement)

Kazakhstan

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions from this trade regime for the agreed nomenclature of goods
may be issued in a separate protocol, if the parties deem it necessary (Article 1)

Armenia

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions from this trade regime for the agreed nomenclature of goods is
made out by documents that form an integral part of this Agreement, if the contracting parties deem
it necessary

Kyrgyz Republic

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions to this trade regime for the agreed nomenclature of goods are
drawn up in a separate protocol or agreement, which forms an integral part of this Agreement (Article 1
of the Agreement)

Moldova

The contracting parties engage in mutual trade in goods and services in a free trade regime, do not
apply duties, taxes, and fees that have an equivalent effect on the export and/or import of goods
originating from the customs territory of one of the contracting parties and intended for the customs
territory of the other contracting party (Article 2)

Turkmenistan

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions from this trade regime for the agreed nomenclature of goods is
made out by documents that form an integral part of this Agreement, if the contracting parties deem
it necessary

Tajikistan

The parties do not apply duties, as well as taxes and fees that have an equivalent effect on them, and
quantitative restrictions on the import and/or export of goods originating from the customs territory
of one party and intended for the customs territory of the other party. Exemptions from this trade
regime for the agreed nomenclature of goods, if the parties consider it necessary, are drawn up in a
separate protocol, which forms an integral part of this Agreement

Uzbekistan

The contracting parties do not apply duties, taxes, and charges having an equivalent effect, as well as
quantitative restrictions on the export (or) import of goods to be shipped from the customs territory
of one of the contracting parties and intended for the customs territory of the other contracting party.
Exemptions from this trade regime for the agreed nomenclature of goods are made out by documents
that form an integral part of this Agreement

Azerbaijan

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/
or import of goods leaving the customs territory of one of the states and intended for the customs
territory of another state. Exemptions from this trade regime for the agreed nomenclature of goods is
made out by documents that form an integral part of this Agreement, if the contracting parties deem
it necessary
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Table 3, Continued

Partner country

Content

The contracting parties shall not apply duties and/or import duties, as well as taxes and fees that
have an equivalent effect with the duty on goods originating from the customs territory of one of the

Georgia

contracting parties and intended for the customs territory of the other contracting arty. Exemptions

from this trade regime for the agreed nomenclature of goods is made out by documents that form an
integral part of this Agreement, if the contracting parties deem it necessary

The parties do not apply duties, taxes, and fees that have an equivalent effect on the export and/or
import of goods leaving the customs territory of one of the states and intended for the customs

Russia

territory of another state. Exemptions from the trade regime, according to the agreed list of goods, are

issued in separate documents that form an integral part of this Agreement. Therewith, the contracting
parties agree on a phased reduction of exemptions stipulated in these documents

Source: [16]

In each particular bilateral free trade agreement with
the CIS countries, it was noted that the parties will not apply
duties, taxes and fees that have an equivalent impact on the
export and/or import of goods originating from one of the
countries of the agreement and intended for the other.
However, exemptions from the trade regime are allowed for
in accordance with the agreed list of goods issued by the re-
spective document. But among these agreements, it is worth
mentioning the ineffectiveness of the FTA with Russia, al-
though trade between the countries is ongoing.

Notably, the CIS FTA agreement stated that coun-
tries can apply special protective measures, and this should
be carried out in relation to industrial and agricultural
goods in accordance with Article XIX GATT 1994, WTO
Agreement on Protective Measures and this Treaty (Article 8).
Similarly, in relation to anti-dumping and countervailing
measures, and in accordance with these articles (Article VI,
XVI GATT 1994, WTO agreement on the application of
Article VI GATT 1994, WTO agreement on subsidies and
compensatory measures, and this Agreement) (Article 9) [20].
In other words, industrial and agricultural goods have already
been allocated at the CIS level. According to the decision
on the Free Trade Area Agreement (dated 18.01.2011), the
governments of the CIS countries had to take measures
aimed at suspending the validity of bilateral international
free trade agreements between the countries of the Free
Trade Agreement [21].

RTAs with European countries that are not members
of the EU and developed countries

As for the Free Trade Agreement with Macedonia, its goals
are to deepen economic cooperation, raise the living standards
of the parties' population, gradually eliminate restrictions
on trade in goods, fair competition in trade between coun-
tries, create conditions for promoting investment, promote
trade and cooperation in third-country markets, etc. (Ar-
ticle 1). Therewith, Section I “Industrial Products” covers a
number of issues: import duty (Article 4); fees of equivalent
duties (Article 5); export duty and equivalent fees (Article 7);
quantitative restrictions on import or export (Article 8);
technical obstacles in trade (Article 9); and Section II “Ag-
riculture, Agricultural Products and Goods of the Fishing
Industry” covers the exchange of concessions (Article 11);
concessions and agricultural policy (Article 12); special pre-
cautions (Article 13); sanitary and phytosanitary measures
(Article 14). Thus, the parties expressed their readiness to
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develop trade in agricultural goods in accordance with
the specified provisions of the section in accordance with
the requirements of the WTO (Article 11) [22]. Section III
“General Provision” covers the issues of anti-dumping and
countervailing measures (Article 18), rules for establishing
the origin of products, cooperation and customs adminis-
tration (Article 24), intellectual property rights (Article 28),
etc. It is noted that the countries are to cancel all import
duties and duties of an equivalent nature on products origi-
nating from their territories, with the entry into force of the
agreement, but with the specified exceptions. The parties
also pledged not to impose new import duties (Article 4).
The agreement also makes provision for the introduction of
tariff quotas (Annex I and II, protocol B) [22].

According to the Free Trade Agreement (2010) with
EFTA, Ukraine undertook to eliminate all import duties on
equivalent taxes and import fees from January 1, 2012, but for
the import of certain goods from EFTA, it makes provision
for the elimination of duties indicating transition periods,
in particular, revision within the Joint Committee no later
than 3 years after the entry into force of the agreement,
5, 7 and 10 years (for example, salmon, halibut, herring,
mackerel, trout, etc.) (Article 4). The issues of basic duties
(Article 2.5), import and export restrictions (Article 2.6),
sanitary and phytosanitary measures (Article 2.8), trade
facilitation (Article 2.10), subsidies and compensation mea-
sures (Article 2.13), anti-dumping (Article 2.14), etc. have
also been covered. The document notes that if a more fa-
vourable EU regime is provided for certain goods, it should
also apply to EFTA. In addition, (regarding processed agri-
cultural products), it is noted that EFTA countries should
provide certain products originating from Ukraine with a
regime no less favourable than that granted to the European
Community (Article 2. EFTA tariff concessions), and Ukraine
should provide products originating from EFTA with the
same regime (Article 3) (Appendix II) [23]. In other words,
the Agreement addresses trade policy issues, taking into
account agricultural products, as well as prospects for in-
tegration with the EU.

Notably, during 2012-2014, as a result of trade lib-
eralisation, the general economic impact on the Ukrainian
economy was insignificant, although it was generally posi-
tive and contributed to changes in the main macroeconomic
indicators, in particular, nominal GDP increased from
UAH 25.71 million in 2012 to UAH 112.64 million in 2014;
real GDP increased from 0.002% (2012) to 0.006% (2014); an
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increase in the number of employed people (in the economy)
from 0.066 thousand people in 2012 to 0.218 thousand people
in 2014; growth in export volumes from UAH 22.408 million
in 2012 to UAH 63.47 million in 2014, as well as imports
from UAH 17.29 million in 2012 to UAH 46.69 million in
2014. Moreover, the increase in exports exceeded the cor-
responding increase in imports, in particular, the growth
of net exports was from UAH 5.12 million in 2012 to UAH
16.78 million in 2014 [12].

The objectives of the Free Trade Agreement with
Montenegro (dated 18.11.2011, ratified on 16.10.2012) areas
follows: development of economic cooperation, improve-
ment of peoples' welfare, lifting restrictions on trade in
goods, liberalisation of trade in services (Article 1). Section
“Trade in goods” issues related to customs duties on im-
ports (Article 7), exports (Article 9), import and export re-
strictions (Article 11), sanitary and phytosanitary measures
(Article 15), rules of origin (Article 16), anti-dumping and
countervailing measures (Article 21), etc. were agreed upon.
According to the Agreement, countries must eliminate duties
on imports of goods originating from their territories, with
some exceptions (Article 7). In particular, for Ukraine, sugar
from sugar cane or sugar beet and chemically pure sucrose,
in a solid state; parts of carcasses and edible offal of chickens,
frozen, etc. (Appendix I). Moreover, new duties and equivalent
taxes should not be introduced (Article 7). This also refers
to the movement of individuals, that is, those who are service
providers and who are hired by the service provider to render
the service (Article 34) [24].

Notably, negotiations on the liberalisation of bilat-
eral trade between Ukraine and Canada date as far back as
2009 [25]. The Free Trade Agreement between Ukraine and
Canada of 11.07.2016 agreed on the following issues: na-
tional regime and market access (Chapter 2); rules and pro-
cedures for determining origin (Chapter 3), trade facilitation
(Chapter 4), emergency and protective measures (Chapter 5),
sanitary and phytosanitary measures (Chapter 6), techni-
cal barriers to trade (Chapter 7), e-commerce (Chapter 8;
furthermore, even the duty on goods transmitted in elec-
tronic form is considered, noting on the exemption from
duty and other payments on goods supplied in electronic
form); competition policy, monopolies, and state-owned en-
terprises (Chapter 9); public procurement (Chapter 10), etc.
In addition, charts of market access in Canada and Ukraine
are provided. The requirements for trade liberalisation in
relation to industrial and agri-food products are also indi-
cated, and transition periods (3, 5, and 7 years) are indicated
depending on the type of product [26]. Therefore, it is
advisable to take into account the impact of technological
advance and changes in trade forms on the content of RTAs
and factor this in for future agreements, since their impact
may drastically increase in the future. This creates additional
opportunities for Ukrainian enterprises to adapt to the new
conditions of duty-free trade with Canada, whose economy
is promoted by high technologies and innovations.

Researchers predict positive and negative conse-
quences from establishment of an FTA with Canada. In
particular, they predict the expansion of the range of goods
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and services on the Ukrainian market. As a result of the
growing flow of goods, services, and investments, the
producer will have access to cheaper components, equip-
ment and raw materials, and the consumer will have a
wider choice of goods, services and prices, which provides
conditions for increasing the competitiveness of products.
They also predict an increase in the number of people
employed in the food industry (+0.7 thousand people),
metallurgy and metalworking (+3.6 thousand people). In
addition, the welfare of the population is projected to grow
in the short term due to lower domestic prices, as well as
an increase in nominal GDP by UAH 50 million annually.
However, there are also possible negative consequences,
including a decrease in the revenue side of the state budget of
Ukraine [12, p. 40], but this did not prevent the conclusion
of the Agreement. The development of trade and economic
relations of partner countries with third countries, par-
ticipation or prospects of joining integration groups, in
particular Canada in the North American Free Trade Agree-
ment, changes in the world market, and external factors,
such as the coronavirus, are also important for the FTA.
The impact of some factors can be predicted, but others
cannot, so it is suggested to single out, respectively, pre-
dictable and non-predictable integration risks. That is, the
projected risks of integration are those that can be predicted,
for example, due to a decrease in trade with third countries
when creating an integration group (reduction of exports or
better imports due to higher duties than in the association);
disintegration processes during the functioning of power-
tul integration groups, primarily neighboring ones, for ex-
ample, the Baltic states joined the EU, and the UK was a
member of the EFTA, and became the EU; import of cheap
low - quality imports, etc. As for the unpredictable ones,
these are pandemics, wars, changes in the political system,
etc. However, it is necessary to develop measures that can
prevent such events or reduce their impact, and accordingly
disintegration processes. This should be supported by the
creation of support funds in the group, in particular on
food security, natural disasters, a noticeable decline in eco-
nomic growth, etc.

In addition to RTAs and Canada, A Free Trade Agree-
ment was signed between Ukraine and Israel in 2019, after
more than five years of negotiations [27], which was also
conditioned by a reduction in risks to countries and an in-
crease in their well-being.

The Order of the Cabinet of Ministers of Ukraine “On
the delegation of the Government of Ukraine to participate
in negotiations on the conclusion of a free trade agreement
between the Cabinet of Ministers of Ukraine and the
Government of the state of Israel” (11.07.2013) referred to
the creation of a delegation, in particular its composition, ap-
proved directives on participation in negotiations, etc. [28].
The first round of negotiations was held in Jerusalem on
July 22-23,2013 [29], although the governments of Ukraine
and Israel signed an agreement on trade and economic
cooperation back in 1995, which states that the countries
will take measures to guarantee development, promote trade
and economic relations between them (Article 1) [30].
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Thus, countries should apply the most-favoured-
nations regime in relation to all aspects of goods produced
in the territory of the other party or exported to it, for exam-
ple, in relation to: duties and fees on imports and exports, in
particular methods of collecting such duties and fees; rules
and regulations on exports and imports, in particular those
related to customs clearance, transit, storage, transshipment;
taxes and other internal fees that apply to imported goods;
purchase, sale, transportation, distribution, storage and use
of imported goods on the domestic market (Article 2). Co-
operation with Israel is quite promising, based on the level
of economic development of the country, the production
and introduction of new technologies, the demand for agri-
food products, etc.

It is advisable to develop foreign economic relations
with Israel, which is one of the most developed countries,
and not only in Asia. According to the World Economic
Forum, out of 144 countries, Israel ranked 27" in the Global
Competitiveness Index in 2014, and the first three were
Switzerland, Singapore and the United States, and Ukraine -
76% (Russia - 53™) [31, p. 13]. In addition, in 2017 (2017-
2018), Israel rose to the 16™ position in this index, the
first three remained for Switzerland, the United States and
Singapore, and Ukraine moved to the 81 position (Russia -
38) [31]. It was assumed that mutual tariff liberalisation
contributes to strengthening the competitive position of
Ukrainian producers, in particular, given the fact that Israel
used larger trade barriers. The arithmetic average rate of
the (current) customs tariff of Israel was compared - 6.8%,
which is 2% more than in Ukraine, and the average tarift rates
of the first country for agricultural and non-agricultural
products — 17.9% and 5.1%, respectively, and the second —
8.8% and 3.6%, respectively [12, p. 42]. This is also the
basis for optimistic forecasts regarding the development of
Ukraine's exports.

Thus, within the framework of the FTA, it is actually
planned to eliminate import duties on industrial goods,
with the exception of jewelry. Moreover, it was agreed,
immediately after the entry into force of the agreement,
to eliminate approximately 80% of duties from Israel and
70% from Ukraine on these goods. At the same time, the
system of concessions in trade in agricultural goods and
food products is quite complex [27].

In the commodity structure of Ukraine's exports,
according to calculations according to ITC [32], to Israel,
the largest share is occupied by the following commodity
groups: cereals, ferrous metals, food industry residues and
waste, fats and oils, seeds and fruits of oilseeds, wood and
wood products, milk and dairy products, poultry eggs,
natural honey, which accounted for 89.9% of all exports in
2018, and 87.5% in 2019, respectively. That is, agri-food prod-
ucts are mainly exported to Israel, in particular, only cereals
accounted for 40.9% in 2018, and more than half (51%) in
2019. In addition, in 2018, the export of flour and cereal
products was higher than that of the commodity group
“milk and dairy products, poultry eggs, natural honey”
This confirms the prospect of exporting finished products,
the availability of demand for them, and this should be
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facilitated, since the main part of exports belongs to cereals.

However, Israel mainly exports to Ukraine a variety
of chemical products; mineral fuels, oil and its distillation
products; plastics, polymer materials; nuclear reactors, boilers
and machines; essential oils; pharmaceutical products; optical
and photographic devices, which accounted for 79% (2018)
of total exports to Ukraine, that is, mainly industrial prod-
ucts are exported. Moreover, more than 40% (40.7%) (2018)
of exports accounted for a variety of chemical products, and
among agricultural ones, edible products and nuts were ex-
ported the most (2.4% in 2018). In 2019, the 8 most sold
goods in Ukraine included electric cars, shifting pharmaceu-
tical products, and their share was 78.0% in total exports to
the country. That is, foreign trade between the two coun-
tries is quite diverse, but Ukraine needs to diversify the
commodity structure of exports and focus on the export
of finished products, in particular, due to state support for
enterprises, preferential taxation, informing entrepreneurs,
creating joint ventures, etc.

Promising areas for RTAs of Ukraine in the future

Ukraine is also negotiating a free trade agreement with
Turkey. Most of the provisions of the draft agreement have
already been agreed upon, including trade in goods and
services, provisions on recognising the country of origin
of goods, competition rules, protection of intellectual prop-
erty rights, dispute resolution, etc. As for the anti-dumping
investigations, Turkey agreed to fix the market status of
Ukraine in the agreement. However, the issues of access
to the markets of goods under the agreement and the ap-
plication of export duties and subsidies in mutual trade by
countries, in particular, Turkey emphasises the elimination
of export duties by Ukraine, and Ukraine does not accept
the use of export subsidies for agricultural products by
Turkey. Notably, agreement on the terms of access to the
markets (goods) of countries is one of the most difficult
issues. Ukraine emphasises the liberalisation of access for
all commodity items (agricultural and industrial) with a
maximum reduction in import duty rates, and Turkey - on
the elimination of duties only on industrial goods with the
introduction of transition periods for the most sensitive
commodity items, while agricultural goods are supposed to
exchange concessions for individual commodity items [12,
p- 41]. Issues related to tariffs for agricultural products and
some services remain uncoordinated [33]. It is also neces-
sary to take into account the state support of agriculture
by Turkey, and for farming and processing enterprises, and
this increases the competitiveness of goods [12, p. 41] and,
accordingly, affects trade. Moreover, according to the Global
Competitiveness Index, Turkey ranked 53 in 2017, and
Ukraine - 81%, by the rating of the World Economic Forum
[31, p. 13]. In addition, Turkey offers weightless concessions
when considering issues of liberalisation of trade in ser-
vices, and this does not bring advantages for operators of
the Ukrainian service market [12, p. 41]. Therefore, it is not
surprising that due to Turkey's demands on trade policy,
in particular on agricultural products, its state support for
agriculture, its position in the global competitiveness rating
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and other factors, there are discussions about the feasibility
of concluding an agreement under such conditions.

Through the conclusion of a free trade agreement
with Serbia, it is planned to develop trade and economic
cooperation and increase its presence in the markets of
the Balkan region. It is predicted that if Ukraine maintains
the current customs rates for certain sensitive groups of
goods, the FTA will have a positive small impact on the main
macroeconomic indicators and revenues to the state budget.
Thus, this would contribute to an increase in exports, and
most noticeably products of the woodworking industry and
metallurgy, as well as imports — products of agriculture and
food industry, textile industry, mechanical engineering,
and chemical industry, and will have a positive impact on
the foreign trade balance [12, p. 42]. The countries of the
peninsula are also Albania, Bulgaria, Greece, Italy, Romania,
Croatia, etc., they are members of the EU and within which
the FTA operates, which can facilitate the creation of joint
ventures and increase exports.

In 2011, a free trade agreement with Vietnam was
initiated. Ukraine provides for a comprehensive agreement
that will include issues of trade in goods, services, compe-
tition, investment cooperation, cooperation in the fields
of labour, environmental protection, as well as rules for
determining the country of origin of goods, institutional
provisions. Notably, the economy of Vietnam is one of those
that are rapidly developing, and in 10 years the country has
moved from a poor, collectivised agricultural economy to an
economy that is growing dynamically [12, p. 42]. Therefore,
in bilateral trade, the average rate of import duty within the
MEN (most-favoured-nation regime) of Vietnam is 9.8%,
and the average rate of the MEN of Ukraine is 4.6%, (that s,
5.2 percentage points higher), the average rate of the MFN
on agricultural products of countries is 17% and 9.8%, re-
spectively (7.2% percentage points more), and on industrial
products — 8.7% and 3.8%, respectively (4.9% percentage
points higher). I.Y. Guzhva notes that the best option for
concluding the agreement will be to reduce the average
level of import duties by Vietnam from 10.9% to 0.8% and
maintain Ukraine's current customs rates for certain groups
of goods, mainly light industry and sensitive agricultural
goods originating from Vietnam. At the same time, Ukraine
should retain the right to use export duties under the agree-
ment, in accordance with its obligations under the WTO.
According to Ukrainian experts, the introduction of a free
trade regime in the implementation of this scenario for
Ukraine contributes to a significant increase in exports, in
particular, most of all agricultural products, food industry,
mechanical engineering, moderate imports, and most of
all products of the fish, textile and leather industries, while
positively affecting the foreign trade balance. The forecast
of gross value added growth in the following industries is
quite positive: agriculture, food processing, production of
machinery and equipment, metallurgy and metal process-
ing. It is also predicted that there would be an increase in
employment in the economy, mainly in the metallurgical
industry and agriculture [12, p. 43]. Special attention should
be paid to the growth of gross value added and the number
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of employees, which should have a positive impact on eco-
nomic development.

There is a steady increase in trade turnover between
Ukraine and Vietnam, and the latter is one of the largest
trading partners among the countries of Asia and the
Pacific. Notably, on October 10, 2017, a plenary session of
the Ukrainian-Vietnamese intergovernmental commission
on trade, economic, scientific and technical cooperation
was held. Given the importance of deepening cooperation
with Vietnam, it is worth noting the special importance
of allowing the export of plant products (to Vietnam). It
is important to deepen cooperation in the energy sector,
that is, projects for the modernisation, reconstruction and
construction of new electric power plants in Vietnam, as
well as for the production of mechanical engineering prod-
ucts. Moreover, Vietnam, according to research conducted
for the export strategy of Ukraine, is one of the countries
with which Ukraine does not trade, and this applies to ag-
ricultural products [34].

Thus, from 2001 to 2018, exports to Vietnam in-
creased only 1.2 times from USD 77.5 million up to USD
132.0 million, and in 2019 by 1.2 times and, accordingly,
amounted to USD 95.5 million moreover, more than half of
exports (56.0%) are accounted for by ores, slag and ash
(28.1%), meat and edible offal (16.2%), food industry resi-
dues and waste (11.8%), that is, it is rather non-diversified.
By the way, the EU and Vietnam have signed an agreement
on an FTA, which notes the reduction of 99% of duties on
goods, as well as the partial opening of access to the first
companies to the market of services and purchases in Viet-
nam [35]. Therefore, given the development of Vietnam,
trade with Ukraine, in particular agri-food products, as well
as prospects for cooperation in the energy sector and me-
chanical engineering, there is reason to predict positive con-
sequences from the conclusion of RTA.

In addition, negotiations on the creation of an FTA
with Singapore began in 2007, although an agreement has
not been concluded yet [36]. Ukraine considers Singapore's
proposals on the terms of applying the agreement very crit-
ically, taking into account the interests of Ukrainian pro-
ducers. It was assumed that Singapore would completely
eliminate customs tariffs on all goods of Ukrainian origin,
and similarly Ukraine, but except for all types of sugar.
However, later, after negotiations and assessment by na-
tional associations of commodity producers of the con-
sequences of trade liberalisation, the possibility of main-
taining tariff protection for individual product groups was
noted. Moreover, the parties have already agreed on the
provisions of the following sections: “technical barriers to
trade”, “competition policy”, “sanitary and phytosanitary
measures’, “intellectual property rights”, but the sections on
trade in goods, rules of origin, trade in services, investment,
public procurement, dispute resolution, etc., remained open.
According to Ukrainian experts, the agreement with Singa-
pore would have positive consequences only in increasing
Ukrainian exports (by UAH 8 million). For its part, the elimi-
nation of customs rates to zero will negatively affect nominal
GDP, which is projected to decrease by UAH 129.0 million,
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and state budget revenues — by UAH 4.5 million [12, p. 43-44].
In other words, the conclusion of an agreement cannot be
considered unambiguously as advantages for the country,
these are only opportunities that they can get depending
on its starting state and the partner country, as well as the
terms of the agreement.

Ukraine also provides for the conclusion of a free
trade agreement with Lebanon. Notably, an agreement
has already been concluded between the Central Bank of
Lebanon and the National Bank of Ukraine (dated 25.11.2011,
in effect), a Memorandum of understanding between the
State Agency of Fisheries of Ukraine and the Ministry of
Agriculture of the Lebanese Republic (dated 25.11.2011),
as well as agreements between the Government of Ukraine
and the Government of the Lebanese Republic on the
promotion and mutual protection of investments (dated
25.03.1996), on trade and economic cooperation (dated
25.03.1996), agreements between the Cabinet of Ministers
of Ukraine and the Government of the Lebanese Republic
on air traffic (dated 22.04.2002), on cooperation in the
field of culture (dated 08.07.2003), in the field of Tourism
(dated 08.07.2003), in customs affairs (dated 08.07.2003),
in the field of science and technology (dated 08.07.2003),
in the field of education and research (dated 08.07.2003),
agreement between the Ministry of Health of Ukraine
and the Ministry of Health of the Lebanese Republic on
cooperation in the field of medicine and health (dated
08.07.2003), as well as the convention between Ukraine and
the Lebanese Republic for the avoidance of double taxation
and the prevention of tax evasion with respect to taxes on
income and capital (dated 22.04.2002) [16].

According to WTO data for 2010-2011, in bilateral
trade, the average duty rate of the MFN of Lebanon is 7.1%,
and Ukraine - 4.5% (that is, 2.6% higher), respectively,
for agricultural products — 9.7% and 9.5% (0.2 percentage
points more), for industrial products - 6.6% and 3.7%,
respectively (2.9% higher). It is assumed that as a result of
liberalisation, Ukraine will have a more noticeable effect
from resetting duties, than Lebanon from eliminating its
import duties. As for the impact of changes caused by the
conclusion of the agreement on the state budget of Ukraine,
it is assumed that it will be positive for the indicators of
the consolidated budget of Ukraine and almost zero for
local budgets. According to financial and economic cal-
culations, the budget revenue side is projected to grow by
UAH 87.6 million next year after the agreement comes into
force, but no significant impact on the budget expenditure

side is expected. At the same time, a negative impact on
revenues from import duties is predicted. It is assumed
that after the entry into force of the agreement, with a re-
duction in customs rates, next year the reduction in reve-
nues from import duties will be by UAH 1.0 million, and
next (year) - by UAH 1.1 million [12, p. 44]. It is worth
mentioning the Euro-Mediterranean Agreement, which
establishes the association agreement between the Lebanese
Republic and the European community (dated 17.06.2002),
among the goals of which: creating conditions for the
gradual liberalisation of trade in goods, services and capital;
promoting economic, social, cultural, financial and mon-
etary cooperation, etc. (Article 1) [37]. Thus, Lebanon has
concluded an RTA with the EU, EFTA, Great Britain, the
pan-Arab Free Trade Zone [1], and Ukraine, except for the
last association. In other words, the EU has agreements
with countries with which Ukraine also seeks to conclude
free trade agreements, such as Vietnam, and this indicates
its desire to diversify and increase trade, which should be
an example for Ukraine.

Thus, Ukraine enters into an RTA and conducts
negotiations with some countries, but slows them down in
relation to others, for example, negotiations on the creation
of an FTA with Syria have been suspended [36]. The adop-
tion of this decision will depend on a number of factors,
namely: the aspirations, negotiations, goals of the parties, the
development of trade between them, although the conclu-
sion of the RTU does not guarantee positive consequences,
and in the case of the latter, there is always the possibility
of losing its force, as was observed, for example, with the
Baltic countries.

For a deeper analysis, it is advisable to consider how
trade is carried out between Ukraine and its partner coun-
tries. Although free trade agreements have been signed with
more than 40 countries, however, the volume of exports with
them is not significant enough.

Analysis of foreign trade of Ukraine and RTA partner
countries

Armenia. Thus, Ukraine's exports to Armenia increased
6.2 times from 2001 to 2018, that is, from a minimum of
USD 22.0 million up to USD 136.7 million, although the
highest was observed in 2006-2014, when the values did
not fall below 136.7 units, and in other years, except for
2018, it did not exceed USD 105.1 million (2017), and the
highest was in 2008 — USD 263.6 million (Table 4).

Table 1. Ukraine's exports of all and agri-food products to Armenia (million USD) and their share in total
exports to the country, 2001-2018

2005 2010 2014 2015 2016 2017 2018 2018/2001 \lel:e ",‘:f:e

Export of all goods 220 973 2013 173.4 101.6 889 1051 136.7 6.2 22.0 263.6
Share of exports 01 03 04 03 03 02 02 03 2.1 01 04

Export of agri-food products 12.8 418 79.1 92.7 620 56.3 678 722 5.7 12.8 115.6
Share of agricultural products 5o 1 459 393 535 611 633 645 528 0.9 331 645

in exports to Armenia

Source: calculated by the author based on ITC data [32]
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The share of exports to Armenia in Ukraine's total
exports did not exceed 0.4% (2006-2010), although in general
it increased from a minimum of 0.1% in 2001, to 0.3%
in 2018. The volume of exports of agri-food products in
2001 was the smallest — USD 12.8 million and increased to
72.2 million in 2018, that is, by 5.7 times, and most of it
was exported in 2011 — USD 115.6 million. Its share (agri-
food exports) in total exports to Armenia was quite signif-
icant, and did not fall below 33.1% (2007), and in addition
to 2006-2010, it was not less than 42.9% (2005), while the
maximum value was 64.5% (2017).

Azerbaijan. The volume of exports of all Ukrainian
goods to Azerbaijan increased from a minimum of
USD 45.6 million in 2001, up to USD 360.0 million in
2018, that is, by 7.9 times, although in addition to 2001 it

did not fall below USD 102.6 million (2002) and did not
exceed USD 910.5 million. (2008). At the same time, the
share of exports to Azerbaijan increased by 2.7 times,
including from the minimum 0.3% (1995) to 0.8% (2018),
and the maximum was 1.4% (2008-2009, 2013) (Table 5).

The volume of exports of agri-food products in-
creased quite noticeably by 24.4 times from 2001 to 2018,
namely from a minimum of USD 7.7 million (2001) to
USD 188.3 million (2018), although it did not exceed
USD 221.9 million (2013). The share of agri-food products
in total exports to Azerbaijan has more than tripled
(3.1 times) — from 16.9% (2001) to 52.3% (2018), and in
general, it has changed from 16.1% (2007) to 56.7% (2017),
and since 2015 it did not fall below 45.5%.

Table 5. Ukraine's exports of all and agri-food products to Azerbaijan (million USD) and their share in total exports to
the country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 2018/2001 xl':e ",‘gf:e

Export of all goods 456 290.5 6108 591.6 318.8 248.0 3550 360.0 7.9 456 9105
Share of exports 03 08 12 11 08 07 08 08 2.7 03 1.4

Export of agri-food products 7.7 55.0 139.0 206.9 1449 1239 200.0 188.3 24.4 7.7 2219
Share of agri-food productsin 155 159 227 350 455 499 564 523 3.1 16,1  56.4

exports to Azerbaijan

Source: calculated by the author based on ITC data [32]

Belarus. During 2001-2018, exports of all goods
to Belarus were the lowest in 2001 and amounted to
USD 243.9 million, but increased to USD 1,304.2 million
in 2018, that is, by 5.3 times, and the maximum value was
observed in 2012 - USD 2,251.1 million (Table 6).

The share of exports to Belarus in the total exports
of Ukraine varied from 1.5% (2001-2003) to 3.7% (2010),
and in 2018 it was equal to 2.8%, that is, in general, it

increased. Exports of agri-food products in 2018 were
the highest during the specified period and amounted to
USD 568.5 million, and increased 8.9 times compared to
2001 (USD 63.7 million), and the least amount of it was
exported in 2003 — USD 62.8 million. The share of exports
of agri-food products in total exports to Belarus ranged
from 16.6% (2005) - 45.0% (2015), and increased from
26.1% in 2001-2002 to 43.6% in 2018.

Table 6. Ukraine's exports of all and agri-food products to Belarus (million USD) and their share in total exports to the
country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 2018t Min.  Max.

2001 value Vvalue

Export of all goods 2439 8911 18992 1617.1 870.7 902.6 1148.4 13042 53 2439 2251.1
Share of exports 1.5 2.6 3.7 3.0 2.3 2.5 2.6 2.8 1.8 1.5 3.7
Export of agri-food products ~ 63.7 1482 407.5 518.3 391.5 399.2 490.0 5685 89 628 568.5
Shareofagri-food products ¢ 1 456 915 321 450 442 427 436 17 166 450

in exports to Belarus

Source: calculated by the author based on ITC data [32]
Georgia. Exports of all goods (from Ukraine) to
Georgia from 2001 to 2018 increased 13.3 times, namely
from the minimum during this period - USD 36.2 million
up to USD 480.0 million, and the largest was in 2011 and

amounted to USD 657.5 million. Although its share in total
exports of Ukraine did not exceed 1.1% (2007, 2015-2016),
it did not fall below 0.2% (2001) and in 2017-2018 it was
equal to 1.0% (Table 7).

Table 7. Ukraine's exports of all and agri-food products to Georgia (million USD) and their share in total exports to the
country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 A LA,
2001 value
Export of all goods 36.2 199.5 5275 4909 4027 390.8 4279 480.0 13.3 36.2 657.5
Share of exports 0.2 0.6 1.0 0.9 1.1 1.1 1.0 1.0 4.6 0.2 1.1
Export of agri-food products 12.5 61.0 2403 2451 213.7 2275 2385 2729 218 125 3224
Shareofagrifoodproducts 54 ¢ 355 456 499 531 582 557 568 1.6 302 582

in exports to Georgia

Source: calculated by the author based on ITC data [32]
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Exports of agri-food products increased quite sig-
nificantly, including from a minimum of USD 12.5 million
in 1995, up to USD 272.9 million in 2018, that is, by 21.8 times,
and in 2011 it reached USD 322.4 million. Moreover, its
share in total exports was quite significant and increased,
and ranged from 30.2% (2006) to 58.2% (2016). In 2003-2004,
2009, and 2015-2018, the values were the highest and did
not fall below 52.5% (2009), while in others they did not
exceed 49.9% (2014).

Kyrgyzstan. Exports of all Ukrainian goods to Kyr-
gyzstan increased from a minimum of USD 5.1 million in
1995, up to USD 28.6 million. In 2018, that is, by 5.6 times,
although in 2011-2014 it was the highest and did not fall
below USD 102.5 million, and the maximum value was
USD 134.7 million (2013), but in other years it did not
exceed USD 83.8 million (2009) (Table 8).

At the same time, the share of exports to Kyrgyzstan
in total exports of Ukraine was low and did not exceed
0.2% (2009, 2011-2015), but increased from 2001-2002 to
2016-2018 - from 0.03% to 0.1%.

Exports of agri-food products increased from 2001
to 2018 more than for all goods, namely by 12.9 times -
from a minimum of USD 1.2 million up to USD 16.0 million,
although most of them were exported in 2011-2014, when
the values did not fall below USD 59.6 million (2014) and
the maximum amount was USD 79.1 million (2013), and in
other years exports did not exceed USD 49.9 million (2009).
That is, there were separate periods of increase and decrease
in exports. The share of agri-food products in total exports
(Ukraine) ranged from 24.0% (2001) to 65.9% (2009), and
in addition to 2001, it did not fall below 39.1% (2005), that
is, it was quite significant and generally increased.

Table 8. Ukraine's exports of all and agri-food products to Kyrgyztan (million USD) and their share in total exports to
the country, 2001-2018

2018to Min. Max.

2010 2014 2015 2018 2001 value value

Export of all goods 5.1 31.6 75.0 102.5 75.5 404 34.3 28.6 5.6 5.1 134.7
Share of exports 0.0 0.1 0.1 0.2 0.2 0.1 0.1 0.1 1.9 0.0 0.2
Export of agri-food products 1.2 12.4 49.4 59.6 473  19.7 14.6 16.0 12.9 1.2 79.1
Shareofagrifoodproducts  ,, 394 59 581 626 488 426 559 23 240 659

in exports to Kyrgyzstan

Source: calculated by the author based on ITC data [32]

Moldova. Exports of all goods to Moldova in 2001
were the lowest during 2001-2018 and amounted to
USD 273.8 million, but increased to USD 789.2 million in
2018, that is, by 2.9 times, although the largest was observed
in 2008, when it reached USD 1,171.8 million (Table 9).

The share of exports to Moldova in the total exports of
Ukraine in 2001-2002 and 2018 was 1.7%, and in general it
varied from 1.2% (2012) to 2.1% (2003). Exports of agri-food

products increased more than for all goods, namely by
6.7 times — from a minimum of USD 33.5 million up to
USD 226.0 million, and in 2008 it reached USD 359.3 mil-
lion, that is, it was the maximum. Its (agri-food exports)
share gradually increased from 12.3% in 2001 to 28.6%
in 2018, and during the entire period fluctuated between
11.7% (2002) — 40.6% (2016).

Table 9. Ukraine's exports of all and agri-food products to Moldova (million USD) and their share in total exports to the
country, 2001-2018

2001

2005 2010

2014

2018 to
2001

Min.
value

Max.

2015
value

2016 2017 2018

Export of all goods 273.8 678.6 713.5 743.8 5243 4811 7119 789.2 2.9 273.8 1171.8
Share of exports 1.7 2.0 1.4 1.4 1.4 1.3 1.6 1.7 1.0 1.2 2.1
Export of agri-food products 33.5 87.5 2324 2652 1953 1952 218.6 226.0 6.7 335 359.3
Share of agrifood products 453 199 376 357 372 406 307 286 23 117 406

in exports to Moldava

Source: calculated by the author based on ITC data [32]

Kazakhstan. Exports of all goods to Kazakhstan
in 2001 amounted to USD 117.3 million, and in 2018 -
USD 376.5 million. That is, it has more than tripled (3.2 times)
from the minimum value during the specified period, and
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the maximum value was USD 2,459.3 million (2012). More-
over, in 2004-2016, exports were higher than in other years,
that is, there was a certain fluctuation (Table 10).
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Table 10. Ukraine's exports of all and agri-food products to Kazakhstan (million USD) and their share in total exports to

the country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 2018t Min.  Max.
2001 value value
Export of all goods 117.3 6671 1300.5 1073.2 712.7 400.1 372.8 3765 32 117.3 2459.3
Share of exports 0.7 1.9 2.5 2.0 1.9 1.1 0.9 0.8 1.1 0.7 3.6
Export of agri-food products 20.7 925 318.3 250.5 2332 187.1 168.9 156.1 7.5 20.7 361.9
Share ofagrifood products 15 439 945 933 327 468 453 415 23 131 468

in exports to Kazakhstan

Source: calculated by the author based on ITC data [32]
Its share in total exports of Ukraine varied from
0.7% (2001) to 3.6% (2009, 2012), but except for 2001, 2017-
2018 did not fall below 1.1% (2002, 2016). Exports of agri-
food products increased even more than all goods, namely
by 7.5 times, from a minimum of USD 20.7 million (2001)
to USD 156.1 million (2018), and the latter value was the
highest, except for 2007-2017, when exports did not fall
below USD 168.9 million (2017) and peaked in 2008 at
USD 361.9 million. Its share in total exports increased

significantly, in particular, in 2001 and 2018 it was 17.7% and
41.5%, respectively, and ranged from 13.1% (2013) to 46.8%
(2016), and since 2016 it did not fall below 41.5% (2018).

Tajikistan. In contrast to other countries, Ukraine's
exports to Tajikistan in 2018 compared to 2001 decreased,
in particular from USD 34.7 million up to USD 34.4 million,
although in 2007-2013 it was significantly higher and did
not fall below USD 51.2 million (2007), and in other years
did not exceed USD 46.9 million (2005) (Table 11).

Table 11. Ukraine's exports of all and agri-food products to Kazakhstan (million USD) and their share in total exports to
the country, 2001-2018

2001 2005 2010

2018 to
2001

Min.
value

Max.
value

2016 2017

Export of all goods 347 469 747 467 300 254 341 344 10 254 1008
Share of exports 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.3 0.1 0.2
Export of agri-food products 0.3 1.8 15.4 271 179 139 165 17.7 67.5 0.3 27.1
Share of agri-food products 5 55 o556 551 596 545 483 515 680 08 59.6

in exports to Tajikistan

Source: calculated by the author based on ITC data [32]

At the same time, the minimum and maximum ex-
portvalueswere USD 25.4 million (2016) and USD 100.8 mil-
lion (2012). The share of exports to Tajikistan reached 0.2%
only in 2001-2002 and 2009, while in others it did not ex-
ceed 0.1%. Exports of agri-food products in 2001 were the
smallest and amounted to USD 0.3 million, and in 2018 -
USD 17.7 million that is, it increased 67.5 times, although
it did not exceed USD 27.1 million. Its share in total exports
varied from 0.8% (2001, 2003) to 59.6% (2015), and until

2007 it did not exceed 6.4% (2006), and later it did not fall
below 18.2% (2007).

Turkmenistan. Ukraine's exports to Turkmenistan
were the highest in 2002-2017, when they did not fall
below USD 109.0 million, and in other years did not exceed
USD 106.1 million (2001), while the minimum and maxi-
mum values were observed in 2018 and 2012 and were equal
to USD 56.8 million and USD 528.2 million, respectively.
That is, after 2014, exports steadily declined (Table 12).

Table 12. Ukraine's export of all and agri-food products to Turkmenistan (million USD) and their share in total exports
to the country, 2001-2018

2001 2005 2010

2014

2018 to
2001

Min.
value

Max.

2015 2016
value

2018

Export of all goods 106.1 187.2 2089 431.3 170.3 109.0 62.2 56.8 0.5 56.8 528.2
Share of exports 0.7 0.5 0.4 0.8 0.4 0.3 0.1 0.1 0.2 0.1 0.8
Export of agri-food products 5.8 20.7 64.1 75.6 479 37.6 409 20.0 3.4 5.8 87.2
Share of agri-food products 55414 307 475 282 345 657 351 64 55 657

in exports to Turkmenistan

Source: calculated by the author based on ITC data [32]
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Its share in total exports of Ukraine did not That is, there are separate periods of growth and decline.
exceed 0.8% (2003, 2009, 2014), and in 2017-2018 it was  The share of agri-food products in total exports increased
the smallest and was equal to 0.1%. Exports of agri-food  from a minimum of 5.5% in 2001 to 35.1% in 2018, and the
products, on the contrary, increased from a minimum of maximum value was 65.7% (2017).

USD 5.8 million in 2001, up to USD 20.0 million in 2018, Uzbekistan. Exports of all goods to Uzbekistan in-
namely by 3.4 times, and the maximum was in 2013 when  creased from USD 108.7 million in 2001, up to USD 286.0 mil-
it was equal to USD 87.2 million. At the same time, in  lion in 2018, that is, by 2.6 times, and it changed from
2007-2017 it did not fall below USD 24.8 million (2007), 6 65.5 million (2002) to USD 595.3 million (2008) (Table 13).
and in other years did not exceed USD 20.7 million (2005).
Table 13. Ukraine's export of all and agri-food products to Uzbekistan (million USD) and their share in total exports to
the country, 2001-2018
2018to Min. \EVE
2001 value value
Export of all goods 108.7 150.6 2285 308.6 1745 1424 167.7 286.0 2.6 65.5 595.3
Share of exports 0.7 0.4 0.4 0.6 0.5 0.4 0.4 0.6 0.9 0.4 1.0
Export of agri-food products 1.5 3.4 50.9 52.5 39.2 209 240 129.0 852 1.5 129.0
Share of agri-food products
in exports to Uzbekistan
Source: calculated by the author based on ITC data [32]

Its share in total exports of Ukraine did not exceed  from a min. value of 1.4% (2001) to a max. of 45.1% (2018).
1% (2009), although it did not fall below 0.4% (2002-2005, Russia. Exports of all goods to Russia increased
2010,2016-2017) and in 2018 was equal to 0.6%. Exports of ~ from USD 3,640.8 million in 2001, up to USD 3,652.4 mil-
agri-food products were minimal and maximum in 2001 and  lion in 2018, that is, by USD 11.6 million, and the smallest
2018, and amounted to USD 1.5 million, respectively, and  and largest was in 2002 and 2011, when it amounted to
USD 129.0 million, that is, it increased by 85.2 times. Atthe ~ USD 3,148.7 million and USD 19819.7 million, respectively.
same time, its share in total exports increased significantly ~ (Table 14).

2001 2005 2010 2014 2015 2016 2017 2018

1.4 2.3 22.3 17.0 225 147 143 451 324 1.4 45.1

Table 14. Ukraine's exports of all and agri-food products to Kazakhstan (million USD) and their share in total exports to
the country, 2001-2018

2018to  Min. Max.
2001 value value

Export of all goods 3640.8 7489.8 13431.9 9799,1 4827.7 35929 39432 36524 1.0 3148.7 19819.7

2001 2005 2010 2014 2015 2016 2017 2018

Shareof exports ~ 22.4  21.9 26.1 182 127 99 9.1 7.7 0.3 7.7 29.0

Exportofagrifood o 50 13835 18602 9118 2765 930 1024  92.0 0.1 920  2025.0
products

Share of agri-food

products in exports  18.5 18.5 13.9 9.3 5.7 2.6 2.6 2.5 0.1 2.5 22.2
to Russia

Source: calculated by the author based on ITC data [32]

Its share in total exports of Ukraine decreased to a  exports to Russia has significantly decreased, in particular
minimum of 7.7% in 2018, although the maximum value  from 18.5% in 2001 to 2.5% in 2018, when it was minimal,
was 29.0% in 2011, while until 2015 the share did not fall  but did not exceed 22.2% (2003).
below 17.6% (2002), and later did not exceed 12.7% (2015). Canada. Ukraine's exports to Canada almost tripled
Exports of agri-food products decreased by 7.3 times, (2.7 times) from 2001 to 2018, namely from USD 28.4 mil-
namely from USD 673.8 million in 2001, up to a minimum  lion up to USD 78.1 million, and the smallest and largest
of USD 92.0 million in 2018, and the largest was in 2011,  was in 2001 and 2008, when it reached USD 144.1 million
when it amounted to USD 2025 million. Its share in total  (Table 15).

Table 15. Ukraine's exports of all and agri-food products to Canada (million USD) and their share in total exports to the
country, 2001-2018

2001 2005 2010 2015 2016 2017 2018 2018t Min.
2001 value
Export of all goods 28.4  90.1 73.3 72.4 30.2 289 50.5 78.1 2.7 28.4 1441
Share of exports 0.2 0.3 0.1 0.1 0.1 0.1 0.1 0.2 0.9 0.1 0.3
Export of agri-food products 5.4 1.2 2.3 4.7 3.4 49 8.1 9.9 1.8 1.2 15.9

Share of agri-food products
in exports to Canada

Source: calculated by the author based on ITC data [32]

19.1 1.3 3.2 6.5 1.1 168 160 127 0.7 1.3 38.7
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The share of exports to Canada was low and varied
from 0.1% to 0.3%, and in 2001-2003 and 2018 it was equal to
0.2%, although, as noted above, the total export of Ukraine
to Canada increased. Exports of agri-food products increased
from USD 5.4 million in 1995, up to USD 9.9 million in
2018, that is, 1.8 times less than all products, and it varied
from USD 1.2 million (2005) to USD 15.9 million (2002),
but except for 2002, 2009, and 2017-2018, it did not exceed

USD 6.9 million (2012). The share of its exports in total exports
(to Canada) ranged from 1.3% (2005) to 38.7% (2002), and
ifin 2001-2002, 2009, 2015-2018 it did not fall below 11.1%,
then in others it did not exceed 6.5% (2014).

Israel. Exports of all goods to Israel increased from a
minimum of USD 113.6 million in 2001, up to USD 580.0 mil-
lion in 2018, that is, by 5.1 times, and the highest was in 2012,
when it reached USD 796.4 million (Table 16).

Table 16. Ukraine's exports of all and agri-food products to Israel (million USD) and their share in total exports to the
country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 2018t Min.
2001 value
Export of all goods 113.6 290.7 467.6 593.1 597.1 488.6 6051 5800 51  113.6 796.4
Share of exports 0.7 0.8 0.9 1.1 1.6 1.3 1.4 1.2 1.8 0.7 1.6
Export of agri-food products 43.4 103.0 280.1 377.6 3952 292.8 411.2 337.0 7.8 43.4 510.2
Share of agri-food products 55, 35, 599 637 662 599 680 581 15 255 680

in exports to Israel

Source: calculated by the author based on ITC data [32]

Its share in Ukraine's total exports ranged from
0.7% (2001, 2006-2008, 2011) to 1.6% (2015), and in 2018 it
increased by 1.2%, i.e., it increased. Moreover, the minimum
and maximum values of the indicator were higher than for
Azerbaijan, Armenia, Kyrgyzstan, Tajikistan, Turkmenistan,
Uzbekistan, Georgia, Canada, Macedonia, Montenegro,
Norway and Iceland, but less than for Belarus, Moldova
and Russia. Compared to Kazakhstan, the minimum values
were equal (0.7%), and with Switzerland, they were higher
for Israel, but the maximum values were higher than for the
latter. That is, in comparison with the countries with which
free trade agreements were concluded, the maximum share
of exports in Israel was less only than in Belarus, Moldova,
Russia, Kazakhstan, and Switzerland, but in this case, the
EU is not considered.

The growth of exports of agri-food products by

7.8 times, that is, even more than the total, is quite notice-
able. Thus, in 2001, it was the smallest and amounted to
USD 43.4 million, and in 2018 — USD 337.0 million, al-
though it did not exceed USD 510.2 million in 2012 Its share
in total exports to Israel increased from 38.2% in 2001 to
58.1% in 2018, and varied between 25.5% (2003) - 68.0%
(2017), and if before 2008 it did not exceed 45.8% (2002),
then later it did not fall below 53.0% (2011).

Macedonia. Exports of all goods to Macedonia de-
creased from USD 25.9 million in 2001, up to USD 15.8 mil-
lion in 2018, that is, by 1.6 times. However, in 2006-2011
it was significantly higher than in 2009, when it was equal
to USD 42.3 million, did not fall below USD 69.5 million
(2006), and in other years did not exceed USD 50.2 million
(2004), and generally varied from USD 8.1 million (2013)
to USD 184.1 million (2008) (Table 17).

Table 17. Ukraine's exports of all and agri-food products to Israel (million USD) and their share in total exports to the
country, 2001-2018

2001

2005 2010

2014

2018 to
2001

Min.

2015 2016 2017 2018
value

Export of all goods 259 359 96.0 40.5 129 259 307 1538 0.6 8.1 184.1
Share of exports 02 01 02 01 00 01 01 00 02 00 0.3
Export of agri-food products 0.3 0.6 0.5 3.3 0.7 35 4.5 3.6 13.2 0.1 4.5
Share of agrifood products -, 4 & ¢ 8.1 54 134 146 231 216 02 232

in exports to Macedonia

Source: calculated by the author based on ITC data [32]

Its share in total exports of Ukraine was the max-
imum in 2008 - 0.3%, and in other years did not exceed
0.2% (2001, 2003-2004, 2006-2007, 2010), although it did
not fall below 0.01% (2013), and has decreased since 2012,
its maximum value was 0.1% (2014, 2016-2017). Exports
of agri-food products in 2001 and 2018 amounted to
USD 0.3 million and USD 3.6 million, respectively. That is,
it increased by 13.2 times, and changed from USD 0.1 mil-
lion (2006) to USD 4.5 million (2017). Its share in exports
of all goods increased 21.6 times from 2001 to 2018, namely
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from 1.1% to 23.1%, and during the entire period fluctuated
between 0.2% (2006) and 23.2% (2013). Moreover, its growth
was observed, in particular, until 2012 the share did not ex-
ceed 1.6% (2005), and later it did not fall below 5.4% (2015).

Montenegro. Exports of all goods to Montenegro
from 2008 to 2018 increased 2.6 times, namely from
USD 2.7 million up to USD 7.0 million, and changed from
USD 0.5 million (2009) to USD 8.8 million (2017), and was
previously absent (Table 18).
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Table 18. Ukraine's exports of all and agri-food products to Montenegro (million USD) and their share in total exports
to the country, 2001-2018

2018 to
2001

Min.

2001
value

2005 2010

2014

2015 2016 2018

Export of all goods 000 000 387 180 114 467 876 7.00 259 000 876
Share of exports 0.00 0.00 0.0 0.00 000 001 002 001 366 000 002
Export of agri-food products  0.00  0.00 0.06 0.20 0.09 334 733 469 293.06 0.00 7.33
Share of agri-food products 147 1119 816 71.58 8374 67.00 113.20 000 83.74

in exports to Montenegro

Source: calculated by the author based on ITC data [32]

Its share in Ukraine's total exports was insignificant
and did not exceed 0.02% (2017), and in other years - 0.01%
(2010, 2012, 2016, 2018). Exports of agri-food products in-
creased from USD 0.02 million in 2008, up to USD 4.7 mil-
lion (2018), and except for 2009 (when it was absent), it
fluctuated within USD 0.001 million (2011) - USD 7.3 mil-
lion (2017). And its share in total exports increased from
0.6% to 67.0% (2018) from 2008 to 2018, with the minimum
value being 0.04% (2011) and the maximum value being
83.7% (2017), and until 2013 the share did not exceed 1.5%
(2010), and later did not fall below 8.2% (2015).

Export analysis from EFTA (European Free Trade
Association)

It is known that Ukraine has also signed an RTA with EFTA,
therefore, the study considers trade separately with member
countries of the group.

Iceland. Thus, Ukraine's exports to Iceland increased
from USD 0.6 million in 2001, up to USD 1.4 million in
2018, that is, in 2.4, and did not fall below USD 0.002 mil-
lion (2002) and, except for 2012, when it was equal to
USD 17.2 million, did not exceed USD 3.5 million (2007)
(Table 19).

Table 19. Ukraine's exports of all and agri-food products to Iceland (million USD) and their share in total exports to the
country, 2001-2018

2001 2005 2010 2014 2015 2016 2017 2018 2018to Min. Max.

2001 value value

Export of all goods 0.6 1.2 0.1 0.2 0.3 0.6 0.7 1.4 2.4 0.0 17.2
Share of exports 0.004 0.004 0000 0.000 0.001 0002 0.001 0003 08 0.0 0.0
Export of agri-food products 0.0 0.0 0.0 0.0 0.0 0.2 0.0 0.003 - 0.0 0.2
Share of agri-food products 4, 55 (g 00 00 347 08 02 - 00 347

in exports to Iceland

Source: calculated by the author based on ITC data [32]

Notably, the share of exports to Iceland was quite
low and did not exceed 0.03% (2012). Exports of agri-food
products have been observed since 2010, although they did
not exceed USD 0.2 million (2016), and in 2018 it amounted
to USD 0.003 million. Moreover, its share in total exports to
Iceland was the highest in 2016, when it was 34.7%, and in
other years it did not exceed 0.9% (2010). That is, exports
to Iceland are small, and the share of agricultural products
in it is also small, since, in addition to 2016 (34.7%), its
maximum value was 0.9% (2010).

Norway. Exports of all goods to Norway in 2001 and
2018 amounted to USD 19.9 million and USD 28.0 million,
respectively. That is, it increased 1.4 times, although it
was the highest in 2005-2013, when it did not fall below

USD 46.9 million (2005), and in other years did not exceed
USD 28.0 million (2018), and in general fluctuated in the
range of USD 9.4 million (2003) - USD 153.8 million (2009)
(Table 20).

Moreover, its share in total exports, with the ex-
ception of 2009, when it was 0.4%, did not exceed 0.2%
in 2006-2008, 2010. Exports of agri-food products in-
creased from USD 1.7 million in 2001, up to a maximum
of USD 9.9 million in 2018, that is, by 5.9 times. Al-
though in 2002-2007 it was quite low and did not exceed
USD 0.03 million (2005). Its share in total exports to Norway
increased from 8.4% in 2001 to a maximum of 35.4% in
2018, although in 2002-2008 it did not exceed 0.2% (2008),
and in other years it did not fall below 1.5% (2009).

Table 20. Ukraine's exports of all and agri-food products to Norway (million USD) and their share in total exports to the
country, 2001-2018

2001

2005 2010

2014

2018to Min. Max.

2015 2016

2017 2018 2001

value value

Export of all goods 199 46.9 84.1 20.2 128 153 194 280 1.4 9.4 153.8
Share of exports 0.1 0.1 0.2 0.0 0.0 0.0 0.0 0.1 0.5 0.0 0.4
Export of agri-food products 1.7 0.03 1.3 54 1.8 0.5 3.7 9.9 5.9 0.0 9.9
Shareof agrifoodproducts g4 g4 16 269 142 31 189 354 42 00 354

in exports to Norway

Source: calculated by the author based on ITC data [32]
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Switzerland. Exports of all goods to Switzerland in-
creased from USD 93.6 million in 2001, up to USD 108.8 mil-
lion in 2018, that is, by USD 15.2 million or 1.2 times, and
changed from USD 69.4 million (2011) to USD 831.6 mil-
lion (2008). Although in addition to 2001, 2007, and 2011
did not fall below USD 106.0 million (2016) and other than
2008 did not exceed USD 472.4 million (2010) (Table 21).

Its share in total exports of Ukraine ranged from 0.1%
(2011) - 1.9% (2003), and except for 2003-2005, 2008-2009
did not rise above 0.9% (2002, 2010). In contrast to total ex-
ports to Switzerland, exports of agri-food products decreased
from USD 62.3 million in 2001, up to USD 23.3 million in

2018, that is, by 2.7 times, and it changed from USD 1.4 mil-
lion (2011) to USD 201.6 million (2003). The highest values
were observed in 2001-2005 and 2013, when they did not
fall below USD 60.8 million (2005), and in other years did
not exceed USD 55.9 million (2017). The share of agri-food
exports in total exports to Switzerland decreased from
a maximum of 66.5% in 2001 to 21.4% in 2018, and the
minimum value was 0.4% in 2010. At the same time, in
2001-2004, 2013, and 2016-2018, the indicator was the
highest and did not fall below 21.4% (2018), and in other
years it did not exceed 15.4% (2005-2006).

Table 21. Ukraine's exports of all and agri-food products to Iceland (million USD) and their share in total exports to the
country, 2001-2018

2005 2010 2014 2015 2016 2017 2018 2018to Min.. Max.

2001 value value

Export of all goods 93.6 3959 4724 1886 1255 1060 2283 1088 12  69.4 8316
Share of exports 0.6 1.2 0.9 0.3 0.3 0.3 0.5 0.2 0.4 0.1 1.9

Export of agri-food products  62.3  60.8 1.7 6.1 8.0 231 559 233 0.4 1.4 201.6
Share of agri-food products ¢ o 45, g4 32 64 218 245 214 03 04 665

in exports to Switzerland

Source: calculated by the author based on ITC data [32]

Dynamics of Ukraine’s trade with countries with
which free trade agreements have been concluded
and certain trade indicators

In 2018. In trade with the countries with which free
trade agreements were concluded, except for the EU, the
largest exports for all goods were carried out to Russia
(USD 3,652.4 million), Belarus (USD 1,304.2 million),
Moldova (USD 789.2 million), Israel (USD 580.0 million),
Georgia (USD 480.0 million), Kazakhstan (USD 376.5 mil-
lion), Azerbaijan (USD 360.0 million), and for agri-
food products - to Belarus (USD 568.5 million), Israel
(USD 337.0 million), Georgia (USD 272.9 million), Moldova
(USD 226.0 million), Azerbaijan (USD 188.3 million),
Kazakhstan (USD 156.1 million), Uzbekistan (USD 129.0 mil-
lion), Russia (USD 92.0 million), and least of all (for all and
agri-food products) - to Iceland.

At the same time, in 2018, compared to 2001, exports
of all goods did not increase significantly to Russia, but de-
creased to Tajikistan, Macedonia, Turkmenistan, and for
agri-food products - to Switzerland and Russia, respectively,
but in all other cases there was an increase.

Ukraine's total exports to all countries with which
free trade agreements are in force, except for the EU (ex-
cluding the latter due to its significant share compared to
other countries with which RTA is signed), from 2001 to
2018 increased from a minimum of USD 1,275. 4 million
up to USD 4,671.6 million. That is, by 3.7 times, and the
largest was in 2008, when it amounted to USD 9838.1 mil-
lion. Moreover, its share in total exports varied from 7.8%
(2001) to 16.3% (2009) and in 2018 amounted to 9.9%,
although the largest increase was observed in 2003-2015,
when the values did not fall below 10.6% (2003), and in
other years did not exceed 10.0% (2017) (Table 22).

Table 22. Dynamics of Ukraine's export of all goods (million USD) to countries with which free trade agreements are
concluded, except for the EU, and its share in total exports (%), 2001-2018

2001 2005 2010 2011

2018 to

2014 2015 2016

2017

2018

2001

World 16264.7 34228.0 51430.3 68393.0 53913.3 38127.0 36361.0 434284 473347 2.9
Fsg:;‘ﬁgn 3640.8 7489.8 13431.9 19819.7 97991 48277 3592.9 39432 3652.4 1.0
Belarus 2439 8911  1899.2 19223 16171 8707  902.6 11484 13042 53
R,‘\’Ap;ggfl:f 2738 6786 7135 8744 7438 5243 4811 7119  789.2 2.9
Israel 113.6 2907  467.6 5102 5931 5971 4886 6051  580.0 5.1
Georgia 362 1995 5275  657.5  490.9 4027  390.8  427.9 4800 133
Kazakhstan 1173 6671 1300.5 1857.5 10732 7127  400.1 3728  376.5 3.2
Azerbaijan 456 2905 6108 7083  591.6 3188 2480 3550  360.0 7.9
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Table 22, Continued

2001 2005 2010 2011 2014 2015 2016 2017 2018 22;31“
Uzbekistan 1087  150.6 2285 3538 3086 1745 1424 1677  286.0 2.6
Armenia 22.0 973 2013 2276 1734  101.6 889 1051  136.7 6.2
Switzerland 936 3959 4724  69.4 1886 1255 1060 2283  108.8 12
Canada 28.4 90.1 733 1226 724 30.2 28.9 50.5 78.1 2.7
Turkmenistan 1061  187.2 2089 2419 4313 1703  109.0  62.2 56.8 0.5
Tajikistan 34.7 46.9 74.7 60.2 46.7 30.0 25.4 34.1 34.4 1.0
Kyrgyzstan 5.1 31.6 75.0 111.3 102.5 75.5 40.4 343 28.6 5.6
Norway 19.9 46.9 84.1 61.4 20.2 12.8 153 19.4 28.0 1.4
Macedonia 25.9 35.9 96.0 81.8 40.5 12.9 25.9 30.7 15.8 0.6
Montenegro 3.9 2.6 1.8 1.1 4.7 8.8 7.0 2.6
Iceland 0.6 1.2 0.1 0.2 0.2 0.3 0.6 07 1.4 2.4
exﬁgp"t"t‘;";gﬁzg 12754 41013 70374 7863.0 64958 4161.0 34989 4362.8 4671.6 3.7
Share of all
countries except 7.8 12.0 13.7 11.5 12.0 10.9 9.6 10.0 9.9 1.3
the EU-28
All countries
including Russia  4916.2 11591.0 20469.3 27682.8 16294.9 89887 7091.7 83060 83240 1.7
except the EU-28
Share of all
countries 30.2 33.9 39.8 40.5 30.2 23.6 19.5 19.1 17.6 0.6

including Russia
except the EU-28

Source: calculated by the author based on ITC data [32]

Exports of all goods to countries with which free
trade agreements were concluded without the EU and with
Russia increased from USD 4,916.2 million in 2001, up to
USD 8,324.0 million in 2018, that is, by 1.7 times, and changed
from USD 4,699.3 million (1996) to USD 27,682.8 mil-
lion (2011). In 2003-2015 it was the highest and did not
fall below USD 9379.4 million, and in other years did not
exceed USD 8988.7 million (2015). Its share in total exports
of Ukraine decreased from 30.2% in 2001 to a minimum of
17.6% in 2018, and the maximum value was 40.5% (2011),
and in 2005-2013 the indicator did not fall below 33.9%
(2005), although it did not rise above the level of 2001, 2014
(30.2%) in other years.

Given the significant share of agri-food products

in Ukraine's exports, it is worth considering how their
imports have changed by the countries with which free
trade agreements have been concluded. Thus, from 1992
to 2017, the import of agri-food products by them (from
the EU-28, but without Russia) increased 2.8 times, namely
from USD 210,390.4 million up to USD 593,883.0 million.
Its share in world imports, respectively, decreased from
54.5% (1992) to 41.3% (2017), but is almost half. The same
trend continues taking into account Russia, in particular,
imports increased from USD 224,511.4 million up to
USD 620,888.0 million, that is, by 2.8 times, and its share
in world imports decreased from 58.1% (1992) to 43.2%
(2017) (Table 23).

Table 23. Dynamics of imports of agri-food products of countries with which Ukraine has concluded Free Trade

Agreements (million USD) and share in world imports

2017
1995 2000 2017 similed
to 1992
Armenia 172.3 236.8 207.8 297.8 667.5 648.0 610.4 703.1 41
Azerbaijan 278.4 279.2 213.2 453.9 1223.0 1819.8 1529.5 1675.6 6.0
Belarus 962.7 710.0 968.0 1472.7 2704.0 4059.6 3749.2 4178.3 43
Canada 7585.1 9079.8 11442.2 168955  27179.7 32860.5 32434.2 33567.6 4.4
Georgia 232.4 365.7 256.9 491.3 898.7 1056.5 1003.1 1108.1 4.8
Iceland 155.4 173.5 188.4 323.6 322.6 470.0 501.9 591.7 3.8
Israel 1326.6 1825.9 1813.2 2385.2 4142.0 4866.2 5101.4 5466.5 41
Kazakhstan 610.7 498.5 4451 1278.5 2733.0 3311.5 2968.3 3325.1 5.4
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Table 23, Continued

2017
1992 1995 2000 2005 2010 2015 2016 2017 similed
to 1992
Kyrgyzstan 307.2 107.9 81.7 191.9 548.8 564.2 455.6 631.2 2.1
Montenegro® 524.3 504.3 519.3 577.7 2.0
North Macedonia 1949 319.1 240.5 413.1 680.2 742.5 762.4 816.8 4.2
Norway 1560.7 1897.1 1791.6 3341.8 5358.2 6433.8 6395.9 6955.6 4.5
Republic of 116.0 71.7 106.4 321.1 550.8 518.7 541.3 633.6 55
Moldova
Russia 14121.0 12866.7 7233.8 15613.9 32373.1 24948.6 23355.1 27005.0 1.9
Switzerland 4758.2 5462.7 47421 6990.2 10336.5 11139.3 11143.3 11572.3 2.4
Tajikistan 263.1 181.6 125.8 257.4 476.0 720.0 655.3 597.0 2.3
Turkmenistan 238.9 176.8 105.3 111.3 304.4 652.0 605.6 623.7 2.6
Uzbekistan 973.8 748.0 387.3 369.4 868.9 1512.7 1322.3 1256.3 1.3
EU-28 190654.0 209428.8 182693.2 308440.0 441605.1 463792.1 471494.2 519602.8 2.7
World 386177.7 461025.1 433157.4 679892.7 11073722 13261471 1321275.6 1436624.7 3.7
Countries with
which FTA
. 210390.4 231562.9 205808.8 344034.5 501123.8 535671.7 541793.1 593883.0 2.8
agreements are in
force in 2020
Share of countries'
imports in world 54.5 50.2 47.5 50.6 45.3 40.4 41.0 41.3 0.8
imports, %
Countries with
which agreements ) 1511 4 9444206 2130426 3506484 5334969 5606203 565148.3 6208880 2.8
were concluded
(with Russia)
Share of countries
with which trade
agreements have g | 53.0 49.2 52.9 48.2 423 428 432 0.7

been concluded
(with Russia) in
world imports, %

Note: * - for Montenegro, imports in 2017 are compared to 2006

Source: calculated by the author based on FAO data [38]

Notably, the import from EU-28 during the speci-
fied period increased 2.7 times (from USD 190654.0 mil-
lion) up to USD 519,602.8 million), then import from
Russia increased by 1.9 times (from USD 14,121.0 million)
up to USD 27,005.0 million), and the share of the EU-28
in world imports of agri-food products was 36.2%, and
Russia - 1.9%. Although it is necessary to take into account
a significant part of intraregional trade of the grouping. In
addition, among the countries with which Ukraine signed
free trade agreements, in 2017, compared to 1992, imports
of agri-food products increased the most by Azerbaijan
(6.0 times), Moldova (5.5), Kazakhstan (5.4), Georgia
(4.8 times), Norway (4.5), Canada (4.4), Belarus (4.3), North
Macedonia (4.2), Israel (4.1), Armenia (4.1), Iceland (3.8),
but not more than 3.8 times (Iceland), although this figure
was higher than for the world, the EU-28 and Russia, which
was 3.7 times, 2.7 and 1.9 times, respectively.

Although the largest importers among them were
the EU-28, Canada, Russia, Switzerland, Norway, Israel,
Belarus, Kazakhstan, Azerbaijan, Uzbekistan and Georgia,
for the former imports are noticeably higher. That is, given
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the volume and trend of imports of agri-food products,
Ukraine needs to deepen foreign trade relations with these
countries. At the same time, it is necessary to increase ex-
ports in various directions, using the concluded RTAs. For
example, Moldova is a relatively small country, but it has
significantly increased imports, and Ukraine has signifi-
cantly increased exports of agri-food products to it, and
although it was small, its share increased to 28.6% (2018)
in the export of all goods (to Moldova, 1.7% in total exports
of Ukraine).

By the way, from 1992 to 2017, imports of countries
with which free trade agreements were concluded by
Ukraine, but in addition to the EU and Russia, increased
from USD 19736.4 million up to USD 74,280.2 million, that
is, by 3.8 times, and their share in world imports almost
did not change and amounted to 5.1% and 5.2%, respectively.
It was typical for the entire specified period - the values
ranged from 4.8% (1995) to 5.4% (2002, 2006-2007, 2009-
2010, 2014-2015). And the imports of these countries and
Russia in 1992-2017 increased from USD 33,857.4 million
up to USD 101,285.2 million, that is, by 3.0 times, and it

@
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was higher than without it in 1992 and 2017, respectively,
by 1.7 and 1.4 times. Although its share in world imports
decreased from a maximum of 8.8% in 1992 to 7.1% in
2017, the minimum value was 6.9% (1999) and was higher
than the maximum share of imports of these countries

without Russia (5.4% during the specified period).

In trade in all goods, the balance of Ukraine
changed during 2001-2018 from USD -18496.1 million up
to USD 3,669.4 million, and it was positive only until 2005
(in 2001-2004) and in 2015 (Table 24).

Table 24. Dynamics of the trade balance of Ukraine's foreign trade with the countries with which free trade agreements
were concluded, 2001-20018 million USD

2001 2005 2010 2014 2015 2016 2017 2018 \lel::e "::f:e
World 489.6  -1894.0 -9306.8 -468.1 6109 -2888.6 -6010.8 -9852.4 -18496.1 3669.3
Russia -2138.2 -5352.7 -8766.1 -2879.5 -2665.0 -1556.4 -3253.3 -4438.0 -9786.5 -1556.4
Belarus 1632  -487  -668.4 23540 -1578.5 ~-18752 -2055.9 -2482.7 -2817.4  116.1
R,‘fﬂp(:‘lzgf,;f 209.4 5945  639.9 6820 4831 4335 6053 6711 2094 10022
Israel 735 2277 3761 2674 4271 3038 4373 3674 735 529.6
Georgia 250 1585  391.5 3372  341.0 3250 3472 3464 250 513.1
Kazakhstan 5487 4807 5343  697.4 3352  -34.2 54.8 -83.4  -1286.4 1436.5
Azerbaijan 375 2627  -3404  547.8 2885 2082  -62.1  -104.6  -340.4 83458
Uzbekistan -843  -547 1467 2357 1122 713 450 1646 -1523.0  327.0
Armenia 13.6 84.1 183.4  160.1 94.2 80.7 943 1156 136 238.1
Switzerland 518 1546 357  -3350 -332.6 -878.3 -1421.1 -1536.7 -1536.7 317.3
Canada 53 3.1 869  -1188 -176.1  -188.4  -2438  -2549 2549  38.6
Turkmenistan ~ -1548.0 -2490.9 177.5 4068 1540  74.6 268  -87.6  -52547  406.8
Tajikistan 33.1 41.6 71.3 43.5 27.2 24.2 33.4 33.8 20.1 93.6
Kyrgyzstan 2.6 25.9 68.9 98.2 69.7 38.7 31.3 27.1 1.8 122.9
Norway 360  -81.4  -177.2  -567.6 7289  -147.7  -197.3  -199.2 7289  -36.0
North Macedonia 24.6 33.4 69.7 19.2 0.8 14.2 18.8 -0.1 -65.7 176.8
Montenegro 0.0 0.0 1.6 0.7 -3.7 2.0 5.2 6.4 -3.7 6.4
Iceland 2.4 119 518 -41.1 309  -636  -71.9 971  -1139  -24

Source: calculated by the author based on ITC data [32]

As for the countries with which free trade agree-
ments were concluded, except for the EU, the balance was
constantly positive in trade with Moldova (USD 209.4-
1002.2 million), Israel (USD 73.5-529.6 million), Georgia
(USD 25.0-513.1 million), Armenia (USD 13.6-238.1 mil-
lion), Tajikistan (USD 20.1 - 93.6 million), and Kyrgyzstan
(USD 1.8-122.9 million), and negative - with Russia
(USD -9786.5 — -1556.4 million), Norway (USD -728.9 —
-36.0 million), Iceland (USD -113.9 — -2.4 million).

Moreover, in 2018, a positive balance was ob-
served in trade with Moldova (USD 671.1 million), Israel
(USD 367.4 million), Georgia (USD 346.4 million), Uzbeki-
stan (USD 164.6 million), Armenia (USD 115.6 million),
Tajikistan (USD 33.8 million), Kyrgyzstan (USD 27.1 mil-
lion), Montenegro (USD 6.4 million), and the opposite
situation for North Macedonia (USD -0.1 million), Kazakh-
stan (USD -83.4 million ), Turkmenistan (USD -87.6 million),
Iceland (USD -97.1 million), Azerbaijan (USD -104.6 mil-
lion), Norway (USD -199.2 million), Canada (USD -254.9
million), Switzerland (USD -1536.7 million), Belarus
(USD -2482.7 million), Russia (USD -4438.0 million).
The negative balance also prevailed in trade with Belarus
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(except for 2004 and 2007), Switzerland (except for 2002-
2005, 2009), Canada (except for 2001-2002, 2004-2006),
Turkmenistan (except for 2010, 2012-2016), and the positive
balance prevailed with Azerbaijan (except for 2010, 2017-
2018), Uzbekistan (except 2001, 2003, 2005-2009, 2011),
North Macedonia (2011-2013, 2018), and Montenegro
(except 2009, 2015). In trade with Kazakhstan, the balance
was negative, except for 2004-2005, 2010-2015, and 2017.

Determination of the level of complementarity of
trade relations between Ukraine and the countries
with which free trade agreements have been signed

To predict the prospects for the development of coop-
eration between Ukraine and individual countries with
which it has been already or possible to sign a free trade
agreement, it is advisable to analyse the level of mutual
complementarity of their trade relations. For this purpose
the level of complementarity of the commodity structure of
trade in Ukraine and these countries was calculated using
the formula (1):

My — Xij
TCI; = 100—ZT (1)

Q
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where TCI]. - trade complementarity index;
m, - share of goods and total imports of the country k;
x;; — share of exports i-th product of the country j.

This index demonstrates that the import structure
of one country corresponds to the export structure of a
trading partner [39, p. 251]. More than 30 product groups
were taken for calculation, which accounted for more than
92% of all Ukrainian exports.

The results obtained indicate great prospects for
the development of cooperation between Ukraine and
countries with which free trade agreements have been
concluded, and a similar situation is observed for a number
of other countries, in particular, calculations were made for
trade with the largest exporters/importers of the world and
individual regions and countries with which regional trade
agreements are supposed to be concluded. Thus, Ukraine's

trade relations with the EU-28 are complementary at the
level of 52.43%, Canada - 53.09%; Great Britain - 52.09%,
Germany - 51.21%, Poland - 53.04%, Armenia — 55.0%,
Azerbaijan - 57.38%, Belarus - 48.30%; Montenegro —
54.06%; Georgia — 57.58%; Iceland — 48.91% Kazakhstan -
53.67%; Kyrgyzstan - 50.70%; Macedonia - 60.39%;
Moldova - 52.94%; Norway — 55.02%; Russia — 51.45%;
Serbia - 49.71%; Switzerland - 54.41%; Tajikistan — 61.51%;
Turkmenistan - 52.58%; Uzbekistan - 54.69%; Israel -
52.77%, as well as with Lebanon - 53.49%; Brazil — 45.40%;
Singapore - 35.24%; Saudi Arabia - 56.22%; Mexico -
45.12%; Nigeria - 41.04%; Vietnam - 48.28%; Japan -
47.33%; Republic of Korea — 45.3%; India — 43.42%; Indo-
nesia — 51.91%; Iran — 58.85%; Egypt — 58.88%; Turkey -
52.56%; China - 46.21%; USA - 46.76%; Argentina -
51.36%; Australia — 49.51% (Table 25).

Table 25. Level of complementarity of the commodity structure of foreign trade in Ukraine and individual countries by
main product groups, 2018

Countries with which

Countries with

Countries - the Some countries are

which Ukraine has TCI* Ukraine plans to TCI world's largest TCI the largest importers  TCI
concluded FTAs conclude FTAs importers of Ukraine
EU-28 52.43 EU-28 52.43 EU-28 52.43
Canada 53.09 Canada 53.09
China 46.21 China 46.21
United Kingdom 52.09 United Kingdom 52.09 United Kingdom 52.09 United Kingdom 52.09
Germany 51.21 Germany 51.21 Germany 51.21
Poland 53.04 Poland 53.04
Turkey 52.56 Turkey 52.56
USA 46.76 USA 46.76
Argentina 51.35
Armenia 55.00
Australia 49.51
Azerbaijan 57.38 Azerbaijan 57.38
Belarus 48.30 Belarus 48.30
Brazil 45.40 Brazil 45.40
Montenegro 54.06
Egypt 58.88 Egypt 58.88
Georgia 57.58
India 43.42 India 43.42
Indonesia 51.91 Indonesia 51.91
Iran 58.85 Iran 58.85
Iceland 48.91
Japan 47.33 Japan 47.33
Kazakhstan 53.67 Kazakhstan 53.67
Kﬁzg tzkﬁa?tL 4530 Re(mt;'tiﬁ Egr}g)ea 4530
Korea)
Kyrgyzstan 50.70
Lebanon 53.49
e, o039
Mexico 45.12 Mexico 4512
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Table 25, Continued

Countries with Countries with which

Countries - the Some countries are

which Ukraine has TCI Ukraine plans to TCI world's largest TCI the largest importers  TCI
concluded FTAs conclude FTAs importers of Ukraine
Moldova 52.94
Nigeria 41.04
Norway 55.02
Russia 51.45 Russia 51.45 Russia 51.45
Saudi Arabia 56.22 Saudi Arabia 56.22
Serbia 49.71 49.71
Switzerland 54.41 Switzerland 54.41
Singapore 35.24
Tajikistan 61.51
Turkmenistan 52.58
Uzbekistan 54.69
Vietnam 48.28 Vietnam 48.28
Israel 52.77 Israel 52.77

Notes: TCI - trading complementarity index
Source: calculated by the author based on ITC data [32]

Moreover, the values of the indicator are noticeably
higher for Egypt, Iran and Saudi Arabia, which confirms
the prospects for the development of bilateral relations
with them and the conclusion of RTAs. At the same time,
it is worth considering that these countries are regular and
significant importers of agri-food products, which account
for approximately 40% of Ukraine's exports.

Thus, in trade with these countries, there is mainly an
increase in exports, their imports of agricultural products
are increasing, the value of the complementarity index and
other indicators indicate prospects for the development
of cooperation. However, quite often these issues are de-
batable and ambiguous, which is really not unfounded.
After all, the effectiveness of the development of trade and
economic relations between them as a result of the signing
of the RTA depends on its content, the settlement of issues
of trade liberalisation with the peculiarities inherent in
modern forms of trade; negotiations of the parties on
trade policy, etc. Therefore, they must be clearly taken
into account when laying down agreements with each
specific country. In addition, the production of competitive
products, preferential taxation for the production of new
products, the introduction of the latest technologies, etc.,
are of great importance.

Conclusions

Ukraine has signed RTAs with more than 40 countries, in-
cluding integration groups (the EU and EFTA), and nego-
tiations are also underway with other countries. However,
disintegration processes were also observed. This study
proposes to divide the conclusion of RTA into two periods -
before and after 2000 - taking into account the territorial
aspect and the economic level of development of partner
countries. The difference in the economic development of
EFTA, the EU and Canada in comparison with Ukraine led
to the application of the principle of asymmetry in trade
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liberalisation in agreements, and each RTA has its own
characteristics. Taking into account the causes and conse-
quences of integration, it is advisable to divide the risks into
predictable and unpredictable.

In addition to the EU, Ukraine exported the most
of all goods to Russia, Belarus, Moldova, Israel, Georgia,
Kazakhstan, Azerbaijan, and agri-food products - to Be-
larus, Israel, Georgia, Moldova, Azerbaijan, Kazakhstan,
Uzbekistan, and Russia, although Iceland was the smallest
importer among them. Total exports to the countries with
which the agreements are in force increased 3.7 times and
its share in Ukraine's exports varied between 7.8% (2001)
and 16.3% (2009), and there are separate periods of its
growth (in 2003-2015). Taking into account Russia, total
exports increased by 1.7 times, and its share did not fall
below 17.6% (2018) and did not exceed 40.5% (2011). Ex-
ports of all goods from 2001 to 2018 increased to all coun-
tries except Tajikistan, Turkmenistan, Macedonia, and for
agri-food - except Russia and Switzerland.

The most noticeable (more than 5 times) increase was
in total exports to Armenia, Azerbaijan, Belarus, Georgia,
Kyrgyzstan, Israel, and for agri-food - to all countries except
Turkmenistan, Canada, Iceland, Switzerland (decrease) and
Russia (decrease). Agricultural exports increased more
than the total for all countries except Armenia, Russia,
Canada, and Switzerland, although the share of exports to
them is low - less than 1% accounted for Armenia, Kyr-
gyzstan, Tajikistan, Turkmenistan, Canada, Macedonia,
Montenegro, Iceland, Norway, and the highest maximum
values - for Belarus, Moldova, Kazakhstan, but did not
exceed 3.7%, and only for Russia reached 29%. The share of
agricultural exports in total exports to Armenia and Geor-
gia did not fall below 30%, to Israel and Kyrgyzstan — 24%,
and its maximum values exceeded half of exports for Arme-
nia, Azerbaijan, Georgia, Kyrgyzstan, Tajikistan, Turkmen-
istan, Israel, Montenegro, Switzerland, 65% for Kyrgyzstan,
Turkmenistan, Israel and Montenegro, which confirms the
growth of the importance of the agricultural sector.
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In addition, the import of agri-food products by coun-
tries with which free trade agreements are in force (for 2020
with the EU-28, but without Russia) increased 2.8 times, and
its share in world imports decreased from 54.5% (1992) to
41.3% (2017). The same trend continues taking into account
Russia, in particular, the increase was 2.8 times, and the
share decreased from 58.1% (1992) to 43.2% (2017). Most
of all, imports were increased by Azerbaijan, Moldova,
Kazakhstan, Georgia, Norway, Canada, Belarus, North
Macedonia, Israel, Armenia, Iceland, but no more than
3.8 times (Iceland), although this figure was less than
for the world, the EU-28 and Russia (3.7 times, 2.7 and
1.9 times, respectively). However, the main importers among
them are the EU, Canada, Russia, Switzerland, Norway,
Israel, Belarus, Kazakhstan, Azerbaijan, Uzbekistan and
Georgia, so taking into account these features, trends and
the existence of free trade agreements, it is necessary to
increase exports. In addition, the imports of these countries
without the EU and Russia increased 3.8 times, and their
share in world imports varied from 4.8 to 5.4% (and with
Russia by 3.0 times, and the share in fluctuated between
6.9% (1999) - 8.8% (1992).

The trade balance of Ukraine during 2001-2018 was
positive only until 2005 and 2015, and generally varied in
the range of USD -18496.1 million up to USD 3,669.4 mil-
lion, and it was constantly positive with Moldova, Israel,
Georgia, Armenia, Tajikistan and Kyrgyzstan, and negative
with Russia, Norway, Iceland. In trade with Belarus, Swit-
zerland, Canada, and Turkmenistan, the indicator was
mostly negative, while with Azerbaijan, Uzbekistan, North
Macedonia, and Montenegro - it was positive. In trade with
Kazakhstan, the balance was negative, except for 2004-
2005, 2010-2015, and 2017.

The complementarity index indicates that there are
prospects for the development of cooperation between
Ukraine and countries with which free trade agreements
are planned and already concluded, and other major ex-
porters, as well as Egypt, Saudi Arabia and Iran, and these
countries have a significant demand for agri-food products,
which occupy almost half (40-50%) of Ukraine's exports.
Therefore, there are prospects for developing cooperation
and trade with these countries, which can be facilitated by
the conclusion of an RTA with a precise settlement of trade
policy issues on mutually beneficial terms for all parties.

(10]
(11]

(12]
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Kryvenko

PerioHanbHi ToproeenbHi yroau YKpaiHu: peanii Ta nepcnekTusu

Hapis BacuniBHa KpuBeHko

HHL] «IHCTUTYT arpapHoOi' €KOHOMIKN»
03680, Byn. lepois o6opoHu, 10, M. Kunis, YkpaiHa

AHoTaUif. YKIafaHHA perioHaJIbHUX TOPrOBENIbHUX Yrofi 30impmmio go corteHb. IlepeBaru inTerparii, mo6omoBaHHA
IPOTEKIiOHI3MY 3 60Ky KpaiH, AKi 00’ €qHYIOTbCA Ta iHII GaKTOpM CHPUAIOTH LAHOMY IIPOIeCy. YKpaiHOW yKIajeHO
yropu 6inpmr Hik 3 40 kpaiHamy, Ipu4oMy i 3 iHTerpanifiHUMM yrpynoBaHHAMMU. ToMy MeTOI0 pOOOTI € BUABJIECHHA
0co6nMMBOCTell II Yrofi, MepCcleKTUB iX PO3BUTKY Ta IiANMCaHHA HOBMX. Bapro mpoaHaisyBaTu yKIafaHHS yron B
iICTOPMYHOMY aCIEKTi, BUXOAYM 3 PiBHA IX EKOHOMIYHOIO PO3BUTKY, 30BHIIIHbOI TOPIiB/I, PiBHA KOMIIZIEMEHTAPHOCTI
TOPTiB/Ii, OKPECIUTY MOKIMBOCTI pO3BUTKY. TOMY 3aCTOCOBYBa/INCh 3aTalbHOHAYKOBI Ta CIleIliabHi METOAY, 30KpeMa
icTropuyHMit, aHAI3y Ta CUHTE3Y, eKOHOMIYHOI'O aHaJIi3y, TaO/MMYHWIT Ta iH. BUKOPUCTOBYBa/IMCh HOCTII)KEHHA BUCHUX;
cratucTyHi fani llenTpy MibkHapopHoi Toprisii, [TpogoBonbuoi Ta cinbepkorocnopapcebkoi opranizanii OOH (PAO);
MDKHapOJHi JOrOBOpM Ta HOPMAaTMBHO-IIPABOBi JOKYMeHTH. BillOBigHO [0 aHasi3y yKIaJaHHA yTOfi MPOIOHYETbCA
PposmimMTy iX Ha iBa mepiofu: 1o Ta micasa 2000 p. Y mepimomMy ix mifnucyBanm B OCHOBHOMY 3 KpaiHaM, 1[0 pO3BMBAIOTHCS
i 6mKHBOTO 3apyOiXOKA, @ Y APYrOMY — 3 pO3BUHEHMMIY KpalHaMM JaJIbHOTO 3apy6ixoks. CrioyaTKy mapTHepamu 6y
nepesakHo kpainy CHJI, motim — €Bpomny, a misHilne — iHIIX perioHiB, mpoTe criocTepiranuck i gesinrerpaniriyi mpomecn
3 kpainamu IIpmbantuku. BcraHOB/IEHO, IO yrogy MaloThb CBOI OCOOIMBOCTI LIOA0 HAIAaHHSA CIPUATINBOIO PEXIMY,
eJIeKTPOHHOI KoMeplii Ta iH. 3alpOIIOHOBaHO pU3MKY iHTerpanii MominATH Ha IepepOadyBaHi Ta HellepefbadyBaHi.
BuaBneHo 0CHOBHUX iMIIOPTEpIB yCi€l Ta arponpofoBOIbYOi MPOAYKIIi cepef; KpaiH 3 AKMMU yKIafeHo yrogu. ExciopT
IO HUX ITePeBaXHO 3POCTAE, @ TAKOX — YaCTKa arpoOIpOi0BO/IbYOI IpoAyKiii. ToproBenbHe canbio, HEBUCOKA YacTKA ¥
€KCTIOpTi YKpaiHM BKa3ylOTh Ha JOLIIbHICTb PO3SBUTKY TOPriBii. PospaxyHoK iH/leKCYy KOMIIZIEMEHTaPHOCTI JO3BONIAE
IIPOTHO3YBAaTH IIEPCIEKTUBY POSBUTKY BiJTHOCUH 3 KpalHaMM, 3 AKMMMU IIJIAHYETHCSA Ta BXKE YK/IAZeHO YTOJY i OCHOBHUMMI
iMIopTepaMu CBITOBOTO pMHKY. Pe3ynbTaTy BKa3yloTh Ha IepCHEKTMBM PO3BMUTKY TOPTiBIIi, aje Iie 3ajeXkaTuMe Bif
3MICTY yrofi, KOHKYpEeHTOCIIPOMOXXHOCTI IIPOA YK Ta iH.

Kntoyosi cnosa: MibkHapoJjHa €KOHOMi4YHa iHTerpallis, yrofja mpo BiIbHY TOPTiB/II0, 30BHIIIHSA TOPTiB/IA, KOMIUIEMEHTapHICTb,
€KCIIOPT

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 56-81 @
-



SCIENTIFIC

GOl BULLETIN
UNIVERSITY ECONOM ICS

Volume 8, No. 2, 82-89
Journal homepage: https://economics-msu.com.ua/en

UDC 332.2.021.8
DOI: 10.52566/msu-econ.8(2).2021.82-89

Open Land Market in Ukraine: Pragmatics of the Phenomenon Through the
Lens of European Experience

Kateryna D. Sosiedko™, Marco Palmieri?

"National Pedagogical Dragomanov University
02000, 9 Pyrohova Str., Kyiv, Ukraine

2Universita Ca' Foscari Venezia
30123, Dorsoduro 3246, Venice, Italy

Abstract. The relevance of the study is conditioned by the fact that the violation of land ownership rights and the
moratorium on the purchase and sale of land plots limit the development of the national economy in general and the
land market in particular, contributing to the operation of shadow agribusiness. However, starting from 01.07.2021, all
restrictions on the sale of agricultural land are lifted, and new opportunities and threats arise. The purpose of the study
is to analyse the new legislation regulating the launch of an open land market in Ukraine. To obtain scientific results, the
following methods are used: dialectical, comparison, analogies and comparisons, monographic, benchmarking, expert
evaluation method, SWOT analysis, forecasting method, analysis and synthesis. In accordance with this, the current state
of land in Ukraine and European countries is considered. The existing land market in Ukraine and the world is analysed.
A historical retrospective inquiry of events related to the lifting of the land moratorium is carried out. The law that ensures
the launch of an open land market is characterised. Significant additions are identified in the law between the first and
second readings. The mechanism of regulating the launch of the Ukrainian open land market is clarified. This study
considers the international experience of operation of the open-type land market and reflects competitive prices for 1
hectare of land in comparison with Ukraine. According to this, the positive impact of land reform in European countries
is determined. The main factors of effectiveness of the open land market model in foreign countries are presented. The
main opportunities and threats for an open land market in Ukraine are analysed. The findings of the study reflect both
the positive and negative consequences of launching an open market in Ukraine, citing expert opinions of supporters and
opponents of such a market transformation

Keywords: moratorium, liberal land market, investment, national economy, agricultural land plots

Received: 15.02.2021, Revised: 25.03.2021, Accepted: 07.06.2021

Suggested Citation: Sosiedko, K.D., & Palmieri, M. (2021). Open land market in Ukraine: Pragmatics of the phenomenon
through the lens of European experience. Scientific Bulletin of Mukachevo State University. Series “Economics”, 8(2), 82-89.

*Corresponding author

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 82-89 @
-



Sosiedko and Palmieri

Introduction

One of the most important sectors of the national economy
is the development of agriculture. The totality of limited
resources or factors of production (land and natural and
material resources, labour, capital, entrepreneurship, technol-
ogy) determine the general characteristics of the national
economy of Ukraine. The economic efficiency of the state
is determined by the level of satisfaction of citizens' needs,
accumulation of national wealth, preservation of the envi-
ronment and depends on the economic system. An important
component of which is the establishment of ownership of
production resources and the introduction of a transparent
mechanism for regulating this activity. According to this,
land, as the national wealth of Ukraine under state protec-
tion, should become a commodity.

According to the Constitution of Ukraine (Articles 13,
14) [1] and the Land Code (Article 1) [2], the right of
ownership of land to the Ukrainian people is guaranteed.
However, for 25 years now, Ukraine has had a moratorium
on the purchase and sale of land, which is a world record. In
the history of Mexico, the issue of introducing a land reform
that would lift the moratorium on land lasted 23 years [3].
In accordance with this, first of all, two problems arise.
The first is a violation of human rights, since a citizen has
the right to property, but cannot fully use it due to certain
restrictions by law. The second is the development of
“shadow” land market and corruption schemes. With this in
mind, it is necessary to develop mechanisms for regulating
the open land market in Ukraine. In all European countries,
except Venezuela, Cuba, North Korea, and Zimbabwe, there
is an open land market model that determines the devel-
opment of the agro-industrial complex and economy [4].

On March 31, 2020, the Verkhovna Rada of Ukraine
adopted draft law No. 552-IX “On amendments to certain
legislative acts of Ukraine concerning the conditions of
turnover of agricultural land” [5], which provides for the
lifting of the moratorium on land and the introduction
of a limited land turnover market, which would last from
01.07.2021-01.01.2024. Accordingly, the right of purchase
and sale belongs only to individual citizens of Ukraine, sub-
jects of legal ownership are limited in the exercise of such
aright.

The analysis of previous papers by Ukrainian and
foreign researchers indicates the topicality of the issue
of land relations in the system of the national economy.
O.B. Anisenko and A.I. Kozak in their study [6] explored
the basic meaning of the concept of moratorium, identify
the object and subject of land relations. Two positions on
the further development of the land market were analysed:
the first is the extension of the moratorium, and the second
is the introduction of an open land market, but under
certain conditions, which are also determined by scientists.
Authors N.V. Dombrovan and K.S. Izbash [7] studied the
general mechanisms of the moratorium on the purchase
and sale of agricultural land in Ukraine. The initial as-
sessment of the draft law mentioned above [5] was carried
out, its advantages and disadvantages were identified. The
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consequences of the moratorium were considered from an
economic standpoint. S. Zakirova [3] analysed the history
of the moratorium on land in Ukraine and the reasons for
its extension. The state of the land market was analysed
using the example of European countries, a comparison
of expert opinions of supporters and opponents of lifting
the moratorium on Ukrainian lands was carried out.
O.P. Radchenko and O.I. Konoplia [8] investigated the
historical stages of the moratorium on agricultural land.
The legal framework for regulating relations between the
purchase and sale of these lands was reviewed. The positive
consequences of lifting the moratorium on land, in par-
ticular the development of land relations and the national
economy as a whole, were determined.

The purpose of the study consists in economic substan-
tiation of the feasibility of introducing an open land market.
The furtherance of this goal involves the implementation of
the following tasks: 1) analyse the draft law No. 552-IX of
March 31, 2020, and conduct a comparative analysis of the
first and second readings; 2) characterise the pricing policy
for land in European countries; 3) determine the economic
prospects for the introduction of an open land market in
Ukraine.

Materials and Methods

The methodology of the study provides an exhaustive
disclosure of the subject matter through the use of theo-
retical methods. In the course of study, the main method
of cognition was dialectical. Through the use of this
method, the current state of agricultural land in Ukraine is
determined. The main provisions of draft law No. 552-I1X
“On amendments to certain legislative acts of Ukraine
concerning the conditions of turnover of agricultural land”
were reviewed [5]. In accordance with this, four stages of
introducing market turnover of land were analysed. The
essence of this method is to increase economic efficiency,
so the expediency of lifting the moratorium and its impact
on the national economy of Ukraine was considered.
Using comparison method draft law No. 552-IX was
analysed [5] between the first and second readings and sig-
nificant amendments and additions after the second reading
were identified. The use of the monographic method allowed
the study to analyse the price of land in 23 European coun-
tries. Four countries with the highest price per 1 hectare of
land have been identified — Switzerland, the Netherlands,
Austria, and the Czech Republic. The impact of land reform
on the economies of Austria, the Czech Republic, and the
Netherlands was also determined. Method of analogies and
comparisons allowed comparing the pricing policy for ag-
ricultural land in Europe and Ukraine. According to this
and the use of benchmarking method, it was concluded
that the lifting of the moratorium on land would lead to
an increase in its prices and economic efficiency in general.
Other than that, method of expert assessments allowed the
study to represent the position of specialists in the field of
land relations, the SWOT analysis method identified the
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strengths and weaknesses of the open land market of the
agro-industrial complex. Using the forecasting method the
expected economic results and possible risks were considered.

Using analysis and synthesis the main regulatory
documents were analysed: the Constitution of Ukraine [1],
The Land Code [2], draft law No. 552-1X [5]. The main
source database were papers in professional publications,
information portals. To visually display and improve the
readability of the research material, the tabular and graphical
methods were used.

Results and Discussion

According to the State cadastre of Ukraine, the current
state of the land has the following indicators: 60.3 miIn ha
is the total area of Ukraine, in global terms — 6% of the
entire territory of Europe. Of these, 41.4 million ha are
occupied by agricultural land, which for its part is 19% of
the territory of Europe. The structure of agricultural land
includes: arable land (32.7 mln ha), pastures (5.3 mln ha),
hayfields (2.3 mln ha), perennial plantings (0.9 mln ha),
neglected fields (0.2 mln ha) [4]. Ukraine has large reserves
of chernozems, soils and arable land. For example, the
study compares the following countries: Poland, Romania,

Germany, and Ukraine. The total area of chernozems in
Ukraine - 28 mln ha, Romania - 2 mln ha, Poland and
Germany - 1 mln ha. Soils in Ukraine cover 60 min ha,
Germany - 35 mln ha, Poland - 31 miIn ha, Romania -
23 min ha. Arable land in Ukraine covers more than
32 mln ha, in Poland - 14 mln ha, Germany - 12 min ha,
Romania — 9 mIn ha. Admittedly, the land potential of
Ukraine is much greater than in European countries, but the
ecological state of the land and the price level are lower [4].

The main reason for curbing the development of the
national economy is the moratorium on the purchase and
sale of land. All lands are under a moratorium (96 %) and
only 4% are not subject to a ban on the free use of a land
plot, provided that this land is used for the introduction of
its own agriculture (excluding shares), subsidiary agricul-
ture, gardening [4]. The lack of the right to freely buy or sell
agricultural land hinders investment in the agro-industrial
complex, violates the rights of citizens, and reduces the rental
price. Lifting the moratorium would lead to the creation
of a new “transparent” land market. At the initial stages of
development, the level of “shadowiness” and corruption
would decrease. Ex-presidents of Ukraine have repeatedly
tried to lift the moratorium on land (Table 1).

Table 1. Chronological sequence of attempts to lift the moratorium on land

L. Kuchma signed the Land Code of Ukraine, which forbade the sale of land for five years According to this

2001 code, it was assumed that during 2005-2010 it would be possible to sell 100 ha to one citizen
2004 L. Kuchma tried to lift the moratorium, but the Verkhovna Rada, with the support of the following parties:
Our Ukraine, the Yulia Tymoshenko Bloc, and the Socialist Party, extended the moratorium until 2007
V. Yushchenko tried to veto the extension of the moratorium, however the Parliament approved the decision
2007 ) .
to extend the moratorium until 2009
2009-2010 V. Yushchenko twice vetoed the extension of the moratorium, but the Verkhovna Rada overcame the
President's veto on the second attempt and extended the moratorium until 2012
2012 The moratorium has been extended by default until 2015
The parliament postponed the issue of opening the land market until 2017, by introducing amend-ments to
2015 o s
the transitional provisions of the Land Code
2016 The Verkhovna Rada extended the moratorium on land until 2018
2018 Extension of the moratorium on land sales until 2020
2020 V. Zelensky signed the Law of Ukraine N2 552-IX on lifting the moratorium on land purchase and sale

Source: compiled by the author based on [9]
On March 30, 2020, V. Zelensky signed the Law of

Ukraine Ne 552-IX “On Amendments to Certain Legislative
Acts of Ukraine Concerning the Conditions of Circulation of

Agricultural Lands” [5], which enters into force on July 1, 2021.
According to this law, it is planned to open the land market,
which will be carried out sequentially in four stages (Table 2).

Table 2. Stages of implementing the open land market model

Term Name

Purpose

Settlement of all regulatory documents in accordance with the new law.

31.03.2020-01.07.2021  Preparatory

Development of a programme to support local farmers and a mechanism
for providing loans at lower interest rates

01.07.2021-01.01.2024  Limited market

Individuals have the right to purchase a land plot of 100 ha per citizen

Launch of the

From 1.01.2024
market

The right to purchase land is granted to legal entities, but only to those who
are citizens of Ukraine. The total amount of land owner-ship can be 10,000 ha

Source: compiled by the author based on [10]
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For a modern understanding of the situation with
the land market, now, before the law comes into force, it is
allowed to carry out the following operations: rent shares,
exchange land plots, transfer shares by inheritance. It is
forbidden to sell land, change its intended purpose, add
rights to the land share to the authorized capital of the com-
pany, transfer land as collateral [11]. Next, the study takes a
closer look at the main provisions of the law and compares

FIRST READING

Individuals who are citizens of Ukraine, legal
entities, local communities and the state have the
right to purchase land

The concentration of land per individual should
be 200 thousand hectares

Individuals who are not citizens of Ukraine are
allowed to buy land

Limitation of land concentration at the level of
territorial communities — 35%, region - 8%,
state - 0.5%

The minimum price is the normative
monetary value

The form of payment for the land plot
is not defined

The preemptive right of tenants is not provided

There is no ban on selling land to foreigners near
the border

o

S
®

®

ey
(0]

LAW

its first and second readings to determine the possibilities
and limitations of this law. Land is a valuable material re-
source, which, first of all, should be freely disposed of by
a citizen of Ukraine. Registration of land as a commodity
would involve a rapid influx of foreign investment, which
in turn caused discontent among the Ukrainian people [11].
Figure 1 shows a comparative description of the main pro-
visions of the draft law between the first and second readings.

SECOND READING

Individuals who are citizens of Ukraine, legal entities,
the state and banks have the right to purchase land

The volume of land concentration per individual
should be 10 thousand hectares

The issue of selling land to foreigners is decided
on a referendum

There are no restrictions

The minimum price is the normative monetary value
untill 2030

The form of payment for the land is non-cash

The tenant has the opportunity to transfer the
preemptive right to purchase the land to another
person, but the owner must be notified

Foreigners are prohibited from buying land located
closer than 50 km from the state border of Ukraine

Figure 1. Mechanism for regulating the launch of an open land market

Source: compiled by the author based on [12]

According to Figure 1, the lift of the moratorium on
the purchase and sale of land was supposed to take place
on October 1, 2020, but the draft law did not resolve all
issues, thus, according to the second reading, it was decided
to launch the market on July 1, 2021. According to the law
of Ukraine [5], only individuals who are citizens of Ukraine
have the right to buy and sell agricultural allotments with a
limit of 100 hectares from 01.07.2021-01.01.2024. Starting
from 01.01.2024, Ukrainian agricultural holdings and par-
tially foreigners can enter the land market with a limit of
10 thousand ha. According to the first reading, foreign
citizens were allowed to buy agricultural land (subject to
land lease for more than three years from 1.10.2020), in the
absence of such a period, land could be purchased from
1.01.2024. In the second reading, the issue of selling land
to foreign citizens is decided in a referendum, but even in
case of a positive result, there are still restrictions (Fig. 1).
Banks receive the implementation of the owner's rights to
land only for two reasons: the first provides for the pledge
of aland plot as collateral, and the second - the withdrawal
of land through an outstanding loan. In any case, banks
are required to sell these lands within two years from the
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date of acquisition of ownership rights at land auctions. It is
prohibited to sell state and municipal land until 1.01.2024.
Thus, in Ukraine, the establishment of an open land
market begins, but with certain restrictions. For a compre-
hensive understanding of the specifics of the land market
operation, the study will analyze world practices. There are
four types of land markets: closed market, closed market for
foreigners, open with restrictions, open market [4]. The closed
land market includes the following countries: Venezuela,
Congo, Cuba, North Korea, Tajikistan, Belarus, China, and
Ukraine. The land market, which is closed to foreigners,
operates in Azerbaijan, Albania, Armenia, the Republic of
Kazakhstan, Kyrgyzstan, Iran, Macedonia, Moldova, Serbia,
and Russia. Open market with restrictions - in Argentina,
Bulgaria, Brazil, Greece, Georgia, Denmark, Canada, Latvia,
Lithuania, Mexico, Poland, Romania, Slovakia, Turkey,
Hungary, Finland, France, Switzerland, Sweden, Japan. The
restriction mainly consists in different concentrations of land
in the same hands. For example, in Romania, it is allowed
to buy up to 200 hectares for individuals and legal entities.
In Hungary, this figure is 300 hectares, while in Denmark it
is only 30 hectares and only for people with special education
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and farming experience. The open land market with no
restrictions operates in the following countries: Australia,
Austria, Belgium, Great Britain, Estonia, Ireland, Spain, Italy,
the Netherlands, Germany, Portugal, the USA, the Czech
Republic [4].

Lifting the moratorium on land sales in Ukraine
would lead to an increase in the price per 1 ha of land
(approximately USD 1.5-2 ths) and an increase in rents,
at least this was the case in countries where land became
a commodity [13]. Next, the study makes a comparative
description of the price of a land plot in Europe and Ukraine.
Figure 2 shows European prices for 1 hectare of land. Not

everyone can purchase an agricultural land plot, as there
are requirements for compulsory education of a farmer, the
place of residence and guarantees of compliance with envi-
ronmental standards. In European countries, the open land
market differs from the Ukrainian one (which is closed until
the moratorium is lifted) in its high productivity, introduction
of new technologies, and thrifty attitude to allotments.

Next, the study considers the price of land on the
territory of Ukraine under the moratorium (Fig. 3). The low
cost of land is conditioned by the imperfection of the legis-
lative and economic sphere.

Figure 2. Average price for an agricultural land plot in European countries (thousand USD/1 ha)

Source: compiled by the author based on [14]
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Figure 3. Average price for agricultural land on the territory of Ukraine (thousand UAH/1 ha)

Source: compiled by the author based on [3]
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Next is the analysis of the open market regulation
mechanism in Austria, the Czech Republic, and the Neth-
erlands. Austria is a highly developed industrial country
with an open land market with restrictions. Foreigners are
allowed to buy land, but with the permission of the author-
ities. The minimum rental period is three years. The buy-
er pays a stamp duty of 3.5% of the transaction price. The
buyer also pays for registration in the land register — 1.1%
of the transaction price. The tax on income from the sale of
land is 20% of the transaction price [14]. The land market
in the Czech Republic is open. Foreigners can freely buy
land, because the state does not regulate the price. Tax on
the sale of agricultural land - 3% of the transaction price.
No land tax is charged. In the Netherlands, there is an open
market without restrictions. Foreigners can buy land in any
size. Prices are set by the market. The size of the land owned
is not regulated. The purchase tax is paid by the buyer in
the amount of 6% of the transaction price. But the buyer

State funding of measures to improve
agricultural land

Activation of production of intensification
processes

can be exempt from tax if guarantees are provided that the
land would be used for agricultural purposes for at least
10 years. An additional notary fee is paid. The minimum
lease term for a land plot - 6 years, and for a farm - 12 years.
The lessee has the primary right to buy out the land plot if
it is put up for sale [14]. In Ukraine, with the lifting of the
moratorium, there will be an open market with restrictions,
where only individuals of Ukraine are the first to have the
right to purchase land, from 2024 legal entities of Ukraine.
However, a controversial issue arises, as most Ukrainian
agricultural holdings sell their shares on international ex-
changes, so the participation of foreigners in this process is
not regulated. The tax on the land plot after the lifting of the
moratorium is not determined.

Figure 4 shows the reasons for the effectiveness of
land reform and the opening of the land market in European
countries.

Gradual establishment of private ownership

of agricultural land

Measures of economic incentives and legal liability in the

field of land protection

Adherence to efficient production methods, high social

standards

Stability of state policy on land use and disposal

Formal and material guarantees of land and property of the operation;
Priority of environmental safety requirements when using land as a
spatial basis, natural resource, and fixed asset

Figure 4. Main factors of the effectiveness of open land market model in foreign countries

Source: compiled by the author based on [15]

The lifting of the moratorium and the opening of a
new land market caused a lot of discussion among experts.
First of all, the introduction of this process would lead to the
development of agricultural production, reduce the level of
“shadow” practices due to an increase in land prices [16].
The lack of incentives for foreign capital investment in the
agro-industrial complex reduces the level of the economy
as a whole. The developed legislation only postpones the
right to purchase a land plot by foreigners for three years,
but does not include a decision on the amount of direct
investment, economic efficiency, and tax rate. Therefore,
the authors E. Dankevych, V. Dankevych, O. Chaikin [17]
suggest that at the first stage of development of the land
market should not sell land to foreigners. An interesting
fact is that banks can own land, but in case of recovery
due to an outstanding loan for up to two years from the
date of acquisition of ownership, after which this land
must be disposed at land auctions. Notably, most banking
institutions in Ukraine are foreign-owned. A foreign bank
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is an institution where the share of the capital of one in-
vestor is not less than 10% [18]. Therefore, foreigners can
purchase agricultural land plots in Ukraine in the autho-
rized (pooled) capital of banks. However, the draft law does
not establish mechanisms for controlling the sale of land
collected by the bank.

The primary right to buy agricultural land by in-
dividuals would lead to the emergence of a large number
of intermediaries, including fictitious ones, who would
buy land plots for Ukrainian agricultural holdings and
foreigners. But it also makes no sense to extend the mor-
atorium, because, firstly, it violates the rights of citizens,
and secondly, it creates conditions for the development
of corrupt land privatization schemes. Proponents of
lifting the moratorium are O.V. Anisenko, A.I. Kozak [6],
O.P. Radchenko and O.I. Konoplia [8], who suggest that
the extension of the moratorium could lead to serious
socio-economic decline. In contrast to this position, there
are opponents of the opening of the land market, in particular

4



Open land market in Ukraine: Pragmatics of the phenomenon through...

L.M. Gonak [19] argues that in the war between Russia and
Ukraine, the imperfect mechanism of legal regulation of
land relations, low incomes, it is not advisable to open a new
land market. S. Zakirova [3] adheres to a neutral position,

putting forward “pros” and “cons” for opening of the land
market. Next, the study considers the possibilities and threats
of lifting the moratorium (Table 3).

Table 3. Prospects and threats of launching an open land market in Ukraine

Prospects Threats

Launch of a competitive land market, similar to the
European one

An increase in social tension due to the illegal distribution of the
right to purchase a land plot by various subjects of this process

Establishment of a high market price for a
agricultural land plot

Unreasonably high price

Land can become a powerful economic asset

Division of one land plot into parts, self-seizure, reduction of the

efficiency of agro-industrial business

Implementation of rights guaranteed by the
Constitution of Ukraine regarding land ownership
rights

Purchase of land plots by major market players would lead to the

decline of small businesses in Ukraine

Improvement of the efficiency of municipal and
state-owned land use

Different conditions for the purchase and sale of public and

private land

Gaining experience in conducting electronic land
auctions

Determination of the winner by officials based on the submitted
documents, not price offers. The winner should be determined by
the system based on the analysis of the best offers

Source: compiled by the authors

The authors of this study suggests that it is necessary
to open the land market. Land can be a powerful asset of the
national economy of Ukraine, provided that transparent and
understandable activities are introduced that bring profit to
those who own and use it.

Conclusions

Theland market in Ukraine differs in its type from European
countries. Until June 1,2021, a moratorium on the purchase
and sale of agricultural land plots is automatically in effect.
The Verkhovna Rada has adopted a corresponding law that
lifts the land moratorium and creates a mechanism for
launching and regulating an open, liberal land market, as
happened in European countries following the land reforms.
The process of forming a transparent system of land purchase
and sale will create competition in the market, which would
positively affect the development of the national economy
and the structure of agribusiness in general. In accordance
with this, such phenomena as illegal sale of land, corruption
of officials would disappear.

The law defines all market participants who have the
right to own land, the amount of land concentration per

individual, the minimum price, and the form of calculation.
However, there is no clear mechanism for controlling the
entry of foreign players and their investments into the land
market. The advantages of opening the land market are the
gradual establishment of a market price, replenishment of
the state budget, increasing the efficiency of using land plots
and capital in the agro-industrial complex. At the initial
stage of launching the land market in Ukraine, it is necessary
to focus on the experience of land reforms, the open type of
markets (with or without restrictions) of Central European
countries, which have implemented reforms through land
redistribution, rational use and the development of effective
legislation on land regulation and control.

There are both supporters and opponents of opening
the land market, since the process of transformation from a
closed to an open type of market has its own opportunities
and threats mentioned above. However, the author of this
study suggests that the introduction of an open land market
model is necessary, since this will determine the correct
distribution of land use resources and form the concept of
“value land”, due to the high quality of chernozems and an
increase in the level of environmental friendliness.
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BiakpuTui puHOK 3eMiii B YKpaiHi: nparMaTuKka siBuLL,a Yepes npusmy
€BpONEencbKoro foceigy

KatepuHa [JmMutpiBHa Cocegko’, Mapko ManbM’epi?

"HavyioHanbHwui negaroriyHni yHiBepcuteT iMeHi M.T1. [JparomaHoBa
02000, Byn. uporosa, 9, M. KuiB, YkpaiHa

’BeHeyiaHcbkui yHiBepcuTeT Ka' @ockapi
30123, p-H Jopcogypo 3246, M. BeHewis, ITanis

AHoTaUif. AKTyaZIbHICTb TEMU JOCTIIPKEHHA 3yMOBJIEHA TUM, 1[0 IOPYLIEHHA IIPaB BIACHOCTI Ha 3€MJIIO, [Iil MOpPaTOPito
Ha KYIiBTIO-IIPOfIa>K 3eMeNbHOI IIIAHKY OOMEXYIOTh PO3BUTOK HAIiOHA/JIbHOI €KOHOMIKNM 3arajoM i puMHKY 3eMii
30KpeMa, cpuAdy (GyHKIiOHYBaHHIO TiHBOBOTO arpo6isHecy. Opnak i3 01.07.2021 poky 3HiMaIOTbCA yci 0OMeXXeHHA
Ha IIPOJaXK CiTbChbKOTOCIONAPCHKUX 3€MeTb, 3TiTHO 3 MM BMHMKAIOTh HOBi MOXK/IMBOCTI Ta 3arposu. MeTor cTaTTi €
aHaJli3 HOBOTO 3aKOHOJABCTBA, IO PETYIIOE NUTAaHHA 3allyCKy BiIKPUTOTO PMHKY 3eM/i B YKpaiHi. [I7nd oTpuMaHHA
HAayKOBMX pe3y/IbTaTiB Oy/IM BMKOpPUCTaHI Taki MeTOmV: Jia/IeKTMYHWIL, IOPiBHAHHSA, METOJ, aHaJIOriil Ta 3icTaBjeHb,
MoHorpagiuHit, 6eHYMapKiHT, MeTOJ eKCIlepTHUX ouiHok, SWOT-aHai3, MeTox MpOrHO3yBaHH:A, aHai3 Ta CUHTE3.
BipnosifHo 1o 11p0ro, 6y/I0 pO3MIAHYTO Cy4acHMII CTaH 3eMili B YkpaiHi Ta kpaiHax €Bponu. [IpoaHamisoBaHo HassBHMI
puHOK 3emyi B YkpaiHi Ta cBiti. [TpoBeieHa icTopuyHa peTpocleKTHBa IO, TOB’I3aHNUX i3 CKaCyBaHHAM MOPATOPiko
Ha 3eMJII0. 3MIiJiICHeHa XapaKTepuCTHKa 3akoHy, L0 3a0esledye 3allyCK BinkpuToro pmHKy demi. IlopiBHAHO 3akoH
MDK IepIIVM Ta APYTMM YUTAHHAM, BU3HAYeHi CYTTEBi MONOBHEHHA. 3ACOBAHO MeXaHi3M PEryIIOBaHHS 3alyCKy
YKpaIHCHKOTO BiIKPUTOrO PUHKY 3eMi. PO3IIAHyTO MDKHApORHMIT HOCBif, QYHKIIOHYBaHHA PUHKY 3eMJIi BiKpUTOrO
TUITY Ta BifoOpaXkeHO KOHKYPeHTHi IiHy 3a 1 ra 3emyii y mopiBHAHHI 3 YkpaiHoo. 3TifHO 3 IIMM BM3HAYEHO ITO3UTUBHUI
BIUIMB 3eMeJIbHOI pedopMu y KpaiHax €ppomnu. HaBefieHO OCHOBHI YMHHMKM e(DeKTMBHOCTI BiIKpUTOI MOZe/i pUHKY
3emyi y 3apyObkHMX Kpainax. I[IpoaHanisoBaHO TOMOBHI MOX/IMBOCTI Ta 3arpo3M 3aIlyCKy BiIKpUTOTO PUHKY 3eMJI B
Ykpaini. Pesynbratu fociimpkeHHA BifoOpaXkaloTh K IO3UTYBHI, TaK i HeraTUBHI HAC/IiIKU 3aITyCKY BIIKPUTOIO PUHKY B
YkpaiHi, HABOAAYY eKCIePTHI AyMKM NPUOIYHMKIB 1 IPOTUBHMKIB TAKOrO TPaHCPOPMYBAHHA PUHKY

KntoyoBi cnoBa: moparopiit, mibepanbHuil PUHOK 3eMiIi, iHBECTMIIil, Hal[iOHAaJbHA €KOHOMiKa, 3eMe/bHi Hafin
CIIbCPKOTOCIIOAAPChKOTO NPVU3HAYEHHA
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Introduction

The key characteristic of the park among the variety of
urban landscaping objects is its infrastructure support in
accordance with public demand. The park, as a part of a
public space, must be maintained. Providing parks with
landscaping requires sufficient funding. Balanced landscap-
ing requires the maintenance and improvement of green
spaces and timely updating of infrastructure. In addition,
as evidenced by foreign experience, the improvement of the
park should meet the needs of society, which change over
time, and therefore, there should be room for innovation.
Thus, today the development of park management in Ukraine
should be based on the best foreign practices.

The study of the development of parks and their
promising opportunities is studied at an interdisciplinary
level, in particular, as a socio-cultural phenomenon. The
park is considered primarily as a leisure environment [1],
and the scientificapproach in the park managementincludes
working with various categories of the population [2-3]. In
world practice, parks are considered as natural capital, the
conceptofwhichisclosetothenaturalresourcepotential. The
following researchers studied the capitalisation of natural
resource potential (capital): .M. Bobukh [4], B.V. Bur-
kinsky and V.E Goryachuk [5], G.M. Shevchenko and
M.M. Petrushenko [6].

Given that parks are an element of the public space
of cities, their design and organisational and economic
support should take into account the social component [7].
One of the most important organisations in the field of park
research is the International Theme Park Service. The
results of its research are systematically published in their
specialised publications - “Amusement Business” and
“Parks and recreation” [8]. Recent publications of which
already analysed the impact of the COVID-19 pandemic
on promising areas in the field of park construction [9], tips
for safe use of parks during the pandemic [10].

Given the recent publications, it can be argued that
the priority areas that are considered by scientists and
service workers are: justice in the accessibility and use of
park space [11, 12]; the park as an indicator of social and
economic well-being [13, 14]; the use of abandoned and
spent natural or urban areas to create parks, stimulating
public-private partnership in the field of public space [15];
organisational and economic support of parks in accordance
with the individual characteristics of territories and the
needs of communities. The latter direction, for Ukraine,
can be developed in accordance with the needs of territorial
communities [16]. The National Parks and Recreation
Association (USA) also develops scientific approaches to
creating parks and conducts statistical research [17]. In
other words, urban parks in the world experience have
significant advantages over Ukrainian parks, primarily as
socio-economic objects. Their integration into the life of
the urban population, functionality as an element of public
space, provides many opportunities for finding alternative
ways of development, expanding sources of financing, and
implementing the best park space projects.
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Taking into account international practice, the
purpose of the study is to develop proposals for additional
ways to provide financial support for urban parks with the
involvement of funds from legal entities. It is also necessary
to provide economic mechanisms for stimulating extra-
budgetary revenues. In accordance with this, the aim of the
study is to investigate the current state of organisational
and economic support for green economy in the regions
of Ukraine, to analyse the leisure opportunities of parks in
the world.

Materials and Methods

At the beginning of the study, the relationship between the
natural and infrastructural components of the park space
was illustrated using a graphical method. The graphic
method allows briefly reflecting the interdependence of
components and changes in quality characteristics depend-
ing on their ratio. The next method is economic analysis. Its
special feature is the use of reporting materials in numerical
form, the study of economic activity in a particular area,
the interdependent impact and changes in indicators, and
consistency in the study of an object. The main statistical
base of the study were the reports of the Ministry of com-
munity and territory development of Ukraine on the state
of the green economy during 2014-2019 [18-23], containing
information mainly of an economic nature. The conclusions
were drawn about the financial and infrastructure security
of parks based on data on public green spaces. Therefore,
the change in the indicator of maintenance of public
plantings during 2014-2019 and their financial support
were analysed.

At the first stage, using the method of economic
analysis, the level of provision of general-purpose green
spaces withlandscapingis considered, which providesfor the
support of both the natural and infrastructure components.
The dialectical approach of this method allows the study to
assess the change in the indicator of landscaping provision
in dynamics (during 2014-2019). At the second stage, also
using the method of economic analysis, the relationship
between the level of improvement of green spaces and the
implementation of financial programmes is shown, com-
paring its decline with the uncollected expenses in 2017.
At the third stage, the analysis of the financial support of
public green spaces continued. Next, the study considers
the accounting of expenses in the field of green economy
by regions of Ukraine and determine which points of ex-
penditure have the highest percentage value of expenses.
As part of this stage, the index method is also used, which
can be used to consider the overall dynamics of indicators
of general-purpose green spaces and their financing. As a
result, using the method of economic and mathematical
modelling (index method), the general trend in the green
economy of Ukraine (2015-2019) is analysed for the fol-
lowing indicators: damage by phytodiseases, changes in the
area of public plantings, culture and recreation parks, water
parks, expenses for the maintenance of plantings, accounts
payable and receivables.
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Results and Discussion

Organisational and economic support of parks should take
place from the standpoint of their role in the city system,
namely: as a component of the public space of cities, and
the value of their natural capital. The concept of “natural
capital” is closely related to the concept of “natural resource
potential”. According to .M. Bobukh, parks belong to the
natural resource potential of renewable recreational re-
sources. The natural capital implies “a set of natural resources
that are owned by the economic units of a given country
and are used for the purpose of creating added value and/or
generating profit or other economic benefits” [4].

From the standpoint of added value, the park, as
natural capital, should have a sufficient level of care and
infrastructure support. Unlike forests, forest belts, sanitary
protection zones and plantings grown by self-seeding,
parks have an integral element - infrastructure support.
The park is an important part of the public space of the
city and according to SCR B. 2.2-12:2019 (clause 8.2.1),
belongs to public areas: “the green spaces of public use of
settlements include multifunctional and specialised parks,
gardens, squares, boulevards, urban forest parks, green areas
of embankments and beaches, botanical gardens and zoo-
logical parks, parks-monuments of landscape art and other
natural and artificially created landscape objects” [24].
And according to Article 13 of the Law of Ukraine “On

C Urbanised areas

Infrastructure support

improvement of settlements” [25], the park, as a part of
public space, is subject to mandatory improvement and
maintenance of infrastructure. Thus, the sphere of im-
provement of urban green spaces is a separate branch of
the national economy, and the park is one of the elements
of public space and commercial interests. The lack of main-
tenance of infrastructure is bound to have negative conse-
quences — environmental, social, and economic. Therefore,
the presence of parks with developed infrastructure in the
city increases the cost of adjacent housing by up to 40%. The
lack of landscaping and the presence of marginal elements
in parks creates the opposite effect. Therefore, capitalisa-
tion at the expense of parks depends on the infrastructure
component [26].

The key factor in the best manifestation of the
qualities of ecosystem services of parks is a balanced
combination of infrastructure support and maintenance
of green spaces. The combination of the infrastructure
component and the mass of green spaces that make up the
park can be illustrated in the form of a balance curve (Fig.
1), which clearly shows the importance of the balance of
green spaces and infrastructure support and changes in
the species diversity of parks depending on their ratio. The
park is a natural capital, but it must have infrastructure
support and care.

Line of maximum return on the
quality characteristics of park
ecosystems

D wild natural
*  area

W

X

Maintaining the natural component

Figure 1. Schematic representation of the balance of natural and infrastructure component of parks

Source: developed by the author

As can be seen from Figure 1, getting the greatest
return on the park environment is possible with a balanced
combination of green spaces and infrastructure. Excessive
growth of plantings and lack of infrastructure (point D)
reduces the possibility of using the park area by citizens.
Excessively developed infrastructure (many food estab-
lishments, attractions, children's and sports grounds and
entertainment complexes) on the territory of the park can
disrupt the comfortable stay and recreational impact of the
natural component. Such a park becomes more similar to
the usual public places (point C). The need for the ratio
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of the natural component and infrastructure support of a
particular park follows from its type. Multifunctional parks
that include culture and recreation parks are marked by
point E. They are designed to meet the needs of the widest
segments of the population and necessarily perform a
recreational function. The segment on Curve A-B, marked
with an arrow from E to A, can be timed to coincide with
specialised parks for which infrastructure plays a crucial
role in their specialisation (sports, children's, health-im-
proving, exhibition, ethnographic, water parks). The segment
marked with an arrow from E to B indicates specialised
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parks of nature protection significance and tend to favour
the natural component (forest parks, recreational forests,
botanical gardens, national parks).

In the reporting on the state of the green economy
sector, the Ministry of community and territory development

of Ukraine [27], there are no data on the provision of park
care. But there is information about public green spaces [18-
23]. Therefore, one of the prerequisites for the quality of
ecosystem services of parks is to provide public green spaces
with tendance (Table 1).

Table 1. Change in the indicator of provision of care for public green spaces by oblasts, 2014-2019 (%)

Oblasts 2014 2015 2016 2017 2018 2019
1 2 3 4 5 6 7
Vinnytska Oblast 59 59 59 60 70 70.2
Volynska Oblast 100 100 100 100 100 100
Dnipropetrovska Oblast 71 100 100 79 81 80.7
Donetska Oblast 50 49 49 48 48 48
Zhytomyrska Oblast 62 62 62 62 62 62.2
Zakarpatska Oblast 86 81 96 90 90 90
Zaporizka Oblast 36 40 41.5 42 37 40.6
Ivano-Frankivska Oblast 56 56 74 74 71 77.1
Kyivska Oblast 64 64 64 64 - 63.6
Kirovohradska Oblast 40 40 40.9 41 41 41.3
Luhanska Oblast - 79 - 77 74 77.7
Lvivska Oblast 100 100 100 100 100 100
Mykolaivska Oblast 100 100 100 100 100 100
Odeska Oblast 100 100 100 71 75 50.1
Poltavska Oblast 100 100 100 100 100 100
Rivnenska Oblast 86 86 89.8 90 91 90
Sumska Oblast 50 50 84 51 51 50.6
Ternopilska Oblast 96 96 100 100 100 100
Kharkivska Oblast 81 81 81 81 81 100
Khersonska Oblast 72 72 86 90 100 77.7
Khmelnytska Oblast 100 100 100 85 100 100
Cherkaska Oblast 51 51 51 53 54 54.7
Chernivetska Oblast 100 100 100 100 100 100
Chernihivska Oblast 100 100 100 11 11 11.3
Kyiv city 100 100 100 100 100 100
Total in Ukraine 69 77.3 78.8 65 65 65.5

Note: numbers in bold italics indicate the lowest annual values for the maintenance of general-purpose green spaces, and

underlined Italics indicate the highest
Source: compiled by the author based on [18-23]

Thus, the highest rates of providing care for general-
purpose green spaces during 2014-2019 were observed in
the following oblasts: Volynska, Lvivska, Mykolaivska,
Poltavska, Ternopilska, Chernivetska, and Kyivska — 100%
provision. Relatively high rates in were observed in the
Rivnenska and Kharkivska Oblasts. Zaporizka and Kiro-
vohradska Oblasts had the lowest annual indicators of
maintenance of green spaces — within 40%. A steady trend
towards a decrease in the maintenance of green spaces is
observed in two oblasts — Odeska and Chernihivska. The
Odeska Oblast during 2014-2016 had 100% provision of
green spaces with care, since 2017 there has been a decrease

Scientific Bulletin of Mukachevo State University. Series "Economics”, 8(2), 90-100

to 50.1% (as of 2019). In Chernihivska Oblast, it was the
same — 100% during 2014-2016, and since 2017 - a sharp
drop to 11%.

Next, the study considers the problem of providing
care for general-purpose green spaces in the Chernihivska
Oblast in more detail. According to the report on the
“programme for the development and preservation of green
spaces in settlements of the Chernihivska Oblast for 2013-
2017” [28] based on data from 2017, financing of measures
to create and support green spaces was carried out at the
expense of three main sources. Thus, according to the report,
in 2017 it was planned to allocate 26,400.14 thousand UAH,
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in particular at the expense of:
— state budget - 2,000.0 thousand UAH (not allocated);
— budgets of local government bodies - 14,901.1 thou-
sand UAH;
— other sources of financing - 9,499.04 thousand UAH.

In the end, the amount of expenses incurred
amounted to 14,964.3 thousand UAH, instead of the planned
26,400.14 thousand UAH. The deviation from the funding
provided for the programme was 11,435.8 thousand UAH.
In other words, the planned expenses from the state bud-
get were not fulfilled at all. As can be seen from Table 1,
starting in 2017, the level of provision of green spaces
with care in the Chernihivska Oblast fell to 11%. It can be
assumed that the main share of funding was from the local
budget and partially from other sources. This practice is the
most common. Therefore, when drawing up programmes
for creating and supporting public green spaces, it is nec-
essary to provide reliable sources of funding and look for
interested partners.

Urban planning and green economy development
programmes should include opportunities for cooperation
with commercial organisations to create green spaces. The
presence of a large number of subjects of green landscaping
creates healthy competition, which means it contributes to
the best park projects. But such cooperation should include
the interests of organisations. The principle of residual
financing of green spaces is inappropriate in this case.
Therefore, the results of reviews from representatives of
commercial urban landscaping organisations, in particular,
TOPIAR (Kyiv, 2019) were analysed [26]. It can be stated
that the main problems of landscaping companies in
modern cities of Ukraine are:

— the lack of long-term programmes and plans for the
development of green areas for 10-20 years;

— the lack of a legal framework for extending and
protecting contracts of landscaping companies with the
city government when it changes. That is, all contracts from

the previous cadence of the mayor are being terminated.
At the same time, the establishment of parks goes through
certain stages that exceed the period of 5-6 years;

— inefficient management of the park economy: inef-
ficient use of funds, violation of agrotechnical standards
during works;

— the lack of possibility of subscription and long-term
contracts within the limits of budget financing;

— the city authorities choose companies that provide
the cheapest services;

— the absence of an independent expert committee that
would assess the company's work on landscaping, as well as
the officials responsible for the project;

— lack of dialogue between the authorities and society
regarding the work performed and its quality.

Notably, the above comments of the representative
of a commercial greening organisation coincide with the
positions of the World Health Organisation (WHO) on the
development of green areas. Thus, the WHO report notes
the approach of long-term prospects in the planning of
Parks and other landscaping facilities, including [29]:

— green urban space requires long-term development
and maintenance;

— the advantages of green areas manifest themselves
over time — with the growth of plantings and development
of ecosystems;

— planning of green areas should be flexible, that is,
provide for the possibility of changes in accordance with
the demand of society.

In addition, WHO considers the creation of green
zones in cities as investments in the community needs (green
zones as an important element of public space), and in
health (creating conditions for physical and mental well-
being). Nowadays, the state of financial support does not
allow to provide suflicient care for general-purpose green
spaces (Table 2).

Table 2. Cost record of maintaining general-purpose green spaces in 2019 by oblasts

Expenses for the maintenance of public green spaces, ths. UAH

In particular:
Administrative division : P
Total Material Labour Deductl?ns Depre::latlon, Othe.r
costs, (%) costs, (%) for social (%) operating
A A events, (%) expenses, (%)
1 2 3 4 5 6 7
Vinnytska Oblast 32431.378 35% 42% 8% 3% 11%
Volynska Oblast 5744.6 28% 47% 10% 1% 14%
Dnipropetrovska Oblast ~ 129771.37 14% 27% 8% 3% 48%
Donetska Oblast 157782.524 16% 52% 11% 1% 19%
Zhytomyrska Oblast 21974.8 27% 51% 13% 3% 6%
Zakarpatska Oblast 28888.4 55% 26% 17% 1% 1%
Zaporizka Oblast 92410.55 22% 53% 11% 4% 9%
Ivano-Frankivska Oblast 26559 25% 53% 11% 2% 9%
Kyivska Oblast 14530.32 18% 46% 21% 8% 8%
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Table 2, Continued

Expenses for the maintenance of public green spaces, ths. UAH

In particular:
Administrative division Total Material Labour Dfi?usc(:)t(i:ci)anls Deprtz[()/:i;tion, Other operating
costs, (%) costs, (%) events, (%) ? expenses, (%)
Kirovohradska Oblast 34939.4 37% 45% 9% 2% 7%
Luhanska Oblast 8445.1 39% 38% 8% 2% 13%
Lvivska Oblast 52141.5 16% 42% 12% 4% 26%
Mykolaivska Oblast 32321.95 23% 51% 17% 1% 7%
Odeska Oblast 74965.8 9% 74% 15% 0% 2%
Poltavska Oblast 25564 20% 50% 11% 3% 15%
Rivnenska Oblast 30077.68 17% 58% 12% 7% 7%
Sumska Oblast 28843.2 49% 14% 12% 17% 8%
Ternopilska Oblast 7521.922 33% 52% 5% 3% 6%
Kharkivska Oblast 223701.63 26% 36% 8% 8% 22%
Khersonska Oblast 26100 41% 46% 7% 0% 5%
Khmelnytska Oblast 37101.74 19% 57% 13% 7% 4%
Cherkaska Oblast 23866.5 54% 32% 7% 0% 7%
Chernivetska Oblast 9948.4 30% 55% 14% 0% 0%
Chernihivska Oblast 22786.1 26% 39% 7% 3% 25%
Kyiv city 0 0 0 0 0 0
Total in Ukraine 1148417.864 24% 44% 10% 4% 18%

Source: compiled by the author based on [18-23]

As can be seen from Table 2, as of 2019, most of
the costs of maintaining green spaces, except for the Dnipro-
petrovska, Zakarpatska, Luhanska, Sumska, and Cherkaska
Oblasts, go to labour remuneration. In second place -
material costs, that is, directly infrastructure support and
measures to support green spaces. Only in Kyivska and
Odeskaa Oblasts, spending on material support is in third
place — after social events. Moreover, in the Odeska Oblast,
the situation with the distribution of financial security is the
worst. Labour costs account for 74% of the total funding for
the maintenance of green spaces, followed by deductions
for social events - 15%, and material support — only 9%.

For the development of any economic entity, the avail-
ability of loan capital is important. It includes depreciation

charges, monetary savings of the population, and tempo-
rarily available state funds. As for depreciation costs, they
are so low in the Odeska, Khersonska, Cherkaska, and
Chernivetska Oblasts, that they do not have a percentage
value (0%). This means that when the time comes for the
renewal of fixed assets, the funds will be absent. A high
percentage of depreciation costs in relation to other items
of expenditure is observed in the Sumska Oblast (17%).

Next, the study looks at the general trend in Ukraine
in the green economy during 2015-2019. To analyse changes
and compare various indicators of green space provision,
the method of economic and mathematical modelling was
used, namely, the index method. The results are presented
in Table 3.

Table 3. Analysis of changes in indicators of green space provision using the index method (2015-2019)

. Water parks,
Total area AR Public e .and forest parks,
. affected by . recreation
Years of plantings 11 . | plantings 13 14 meadow
phytodiseases parks
(ths. ha.) (ths. m?) (ths. ha.) (ths. ha.) parks
: S (thsd. ha.)

2015 457 0,872 219 0,512 117 0.96 15 0,937 19 0.95
2016 443 0.97 215 0,982 117 1 14.3 0,953 19.1 1,005
2017 494 1,115 197.5 0,919 138.7 1,185 17 1,189 29.8 1,497
2018 479.3 0.97 3,833 0.02 134 0,966 18.1 1,065 29.9 1.003
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Table 3, Continued

. Water parks
Plantings . Culture and !
Total area affected by Pub.llc recreation forest parks,
Years of plantings 11 phytodiseases 12 plantings 13 parks 14 meadow 15
(ths. ha.) (ths. m?) (ths. ha.) (ths. ha.) parks
’ T (thsd. ha.)
2019 403.4 0,842 501.2 130,759 1357 1.017 18.2 1,006 29.9 1
Average change in 0.95 1.04 1.12 1.03 1.07

the index (average )

Notes:

I'1 - annual indices of changes in total green space areas for 2015-2019;

I 2 - annual indices of changes in plantings affected by phytodiseases for 2015-2019;

I 3 - annual indices of changes in the area of public green spaces for 2015-2019;

I 4 - annual indices of changes in the area of culture and recreation parks for 2015-2019;

I 5 - annual indices of changes in the area of water parks, forest parks, and meadow parks for 2015-2019

Source: compiled by the author based on [18-23]

As can be seen from Table 3, over the past five years,
there has been a slight tendency to increase the area of
public green spaces, in particular, culture and recreation
parks, water parks, forest parks, and meadow parks. At
the same time, there is a slight decrease in the total area of
green spaces. Of particular note is the increase in the index
of phytodiseases, which increased significantly in 2019.

In the field of landscaping, the main areas of
financing should be the maintenance of green spaces and

infrastructure equipment of public landscaping areas. As
can be seen from Table 2, in the oblasts of Ukraine, the
structure of expenses in the field of landscaping is very
different. Not always the main share of funding goes to the
maintenance of green spaces. Nevertheless, changes in fi-
nancial support primarily affect the quality of landscaping
and infrastructure support. Therefore, the obtained indices
of green space provision with the indices of changes in their
financial provision will be compared (Table 4).

Table 4. Analysis of changes in indicators of financial support for public green spaces
using the index method (2015-2019)

Accounts receivable

Expenses for the

Accounts payable

Years maintenance of public of landscaping of enterprises
green spaces (min. UAH) companies (min. UAH) (min. UAH)

2015 395 1,088 22.4 0.54 12.8 0.3
2016 536 1,357 33.2 1.48 14.2 1,109
2017 995 1,856 29.2 0.88 22.9 1.61
2018 934 0.94 63.7 2.18 29.7 1,297
2019 1148.4 1.23 74.3 1,166 36.9 1,242

Average change in the index 126 112 097

(av-erage I)
Notes:

I 6 - annual indices of changes in the cost of maintaining public green spaces for 2015-2019;
I 7 - annual indices of changes in accounts payable of enterprises for the maintenance of green spaces for 2015-2019;
I 8 - annual indices of changes in accounts receivable of enterprises for the maintenance of green spaces for 2015-2019;

Source: compiled by the author based on [18-23]

Table 4 shows that for the period 2015-2019, the
following trends were observed in the maintenance of public
green spaces: an increase in the cost of maintaining green
spaces, an increase in accounts payable and receivables. The
lack of funding in this area hinders the disclosure of the
environmental and economic potential of ecosystem ser-
vices in parks. Therefore, it is relevant to introduce alterna-
tive ways of financial support for parks and its incentives.
Notably, improvement of financial security is closely related
to the overall investment policy of the state [30]. Modern
parks in the world function and develop as multifunctional
institutions. Their cost-effectiveness is determined by the
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number of visits. Therefore, the development of parks is aimed
at creating comfortable conditions and meeting the needs
of the majority of the population [31]. Given this fact, the
study offers to raise funds from legal entities, for example,
by entering into agreements of an environmental trust and
aland or nature reserve easement with interested parties.
The use of a conservation trust is attractive for both
park development and land owners. Funds under the
environmental trust are directed to measures to protect the
ecosystem, and owners are required to abandon construc-
tion and other unfavourable activities. Such an agreement
allows the land owner to receive tax benefits. Financing
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through protected easements — allows attracting investors to
preserve valuable nature parks, and investors, for their part,
get a preferential discount. It is estimated that conservation
partnerships under the reserve easement during 2005-2015
increased land conservation by 175% [32].

At the same time, it is important to maintain state
control of park territories. Therefore, the organisation of
extra-budgetary financing of parks with the possibility of
commercial activities can be organised within the framework
of a public-private partnership. Today, such partnerships in
the field of environmental protection are common in the
United States and Canada, in the housing and communal
services sector — in Italy. In Ukraine, a common form of
public-private partnership is a concession, but cases of
concluding such an agreement in the field of landscaping
are unknown [33]. However, there are already studies on
the introduction of public-private partnership in the field
of land management and land use in Ukraine [34].

In this context, it is important to choose interested
parties for making an agreement. The global trends show
that at the end of the 20th century, parks turned into social
and educational complexes. Therefore, it would be logical to
support this direction for parks in Ukraine, because trends
in the organisation of public space are determined by the
demand of society. Therefore, when concluding land ease-
ments and trusts, concluding public-private partnerships,
it is advisable to identify the range of possible applicants

for these transactions. From the standpoint of meeting
social and educational needs, these can be: cultural and
educational institutions, upbringing, sports and creative
clubs, medical institutions. The idea is to use a share of
the park area for educational, cultural, and rehabilitation
activities. In this case, social programmes are carried out
not only within the premises of the relevant organisations,
but can also be conducted in a natural environment in
the fresh air. For example, the opportunity to play sports
professionally in a specially equipped summer pavilion will
be an attractive opportunity to spend time in the fresh air.
This is a good opportunity both to attract visitors to the
relevant institutions, and to encourage the creation of parks
in different parts of the city by increasing their economic
efficiency. The expansion of the city's park network through
the creation of regional parks is particularly relevant in
the context of forecasts of foreign scientists. In the future,
mixed-type multifunctional parks will become popular,
which will have [31]:

— walking area;

— thematic zoning;

— commercial recreational opportunities;

— implementation of creative leisure activities.

The best foreign practices show how different cate-

gories of parks can be adapted to different social and edu-
cational programmes (Table 5):

Table 5. Possibilities for organising leisure parks of various categories in the world

Category and its features Social and educational programmes

They have areas for camps, museums, exhibition halls on their

State parks. National, ethnographic, landscape,
state reserves, sea coasts, national recreation
areas, nature conservation areas, reservoirs,
forests, cultural monuments, memorials

territory;
They have programmes of hiking trips, excursions, expeditions.
Separate educational programmes for children: “Junior-ranger” in the
USA, “Ocean News”, “Wildlife”, “Ecology of Alaska”, “Economy and
Environment”,

"o

Friends of the Little Prince of Earth”. Environmental

education programmes for teenagers and young people

Parks in states, counties, and municipalities.
Parks that serve the population of a particular
state or county

They have cultural and tourist programmes financed from city budgets

Urban parks. The purpose of creating parks is
to improve a person's leisure time, ecological
culture, and develop aesthetic qualities. The
combination of landscape design and nature

protection is important elderly”,

Educational programmes in children's parks, their zoning and
equipment in accordance with the age categories of children.

Cooperation with rehabilitation centres and nursing homes. The
following programmes are known: “Recreation in the park for the

n ou

U

Golden Age”, “New Horizons”

Source: compiled based on [31]

In short, the foreign park construction industry pays
attention to the social essence of parks and the organisation
of a healthy and aesthetic environment. But in Ukraine, parks
are considered as architectural complexes in the urban space
planning. When identifying legal entities that have an advan-
tage in entering into an easement or trust agreement, the
following requirements can be formed:

— territorial affiliation to the perimeter of the park area;
— availability of a prescribed activity plan that does not
contradict the standards of activity on the territory of parks;
— financial statements confirming the organisation's
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ability to maintain a section of the park in proper condition;

— their activities do not contradict the conditions of a
relaxing holiday in the park, do not lead to crowds, do not
cause damage to green spaces and lawns, and do not lead to
building-up of the territory.

Admittedly, the organisation should benefit from
measures to care for and maintain the park's territory.
Therefore, appropriate incentives can be offered to create
public-private partnerships in parks, and conclude ease-
ment and trust agreements (Fig. 2):
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( N\
Tax Provision of tax benefits and/or annual tax holidays for
incentives } organisations
. J
h Providing insurance coverage in case of unforeseen situations
Insurance } (for example, during quarantine restrictions such as COVID-19),
L coverage financial risks
( Market ) Non-market forms of support for economic entities (awarding
romotion } special signs, free advertising, atypical advertising (landscaping
L P y as advertising for an organisation that deals with a park site)
( Stimulating Creation of parks based on modern models and trends in park
the investment » | construction: in accordance with the needs of the population,
 attractiveness of parks ) versatility, richness of landscape forms and plant diversity

Figure 2. Economic mechanisms for stimulating the establishment of public-private partnerships and the conclusion
of land easement and trust agreements in the field of landscaping

Source: compiled by the author

Taking into account the above, it can be stated that the
organisation of a modern urban park requires the work of
specialists in urban space planning, educational and recre-
ational spheres. Unlike wild natural areas, the park has social
and economic significance in the urban environment, while
maintaining its environmental significance. Therefore, the
creation of the State Parks Agency of Ukraine is proposed,
which could organise and control extra-budgetary financ-
ing of parks of all categories, establish relations with rel-
evant international organisations, and conduct socially
oriented research in the field of park management. Within
the framework of the agency's activities, it is possible to
organise independent expert commissions to assess the
quality of landscaping works under the city authorities.
Similar structures already operate in many countries: the
National Parks and Recreation Association (USA), The
National Recreation and Tourism Foundation (USA), the
Institute of Leisure and Entertainment Management (Great
Britain), the Association of Municipal Parks and Gardens
Managers (Netherlands), the Parks and Recreation Foun-
dation (Japan), and others [31].

International organisations specialising in park
development include: EUROPARC Federation (although
specialising in parks of protected status) [35], the Interna-
tional Theme Park Service, and the International Associa-
tion of Amusement Parks and Attractions. These organisa-
tions are open to cooperation and have best practices in the
field of park leisure [36].

Conclusions

It can be stated that public plantings include: culture
and recreation parks, city and district parks, gardens of
residential areas attached to residential buildings, squares,
embankments and boulevards, water parks, meadow parks,
forest parks, and other landscaping objects. Therefore, the
study considers a high level of provision of public green
spaces with care as one of the prerequisites for the quality
of ecosystem services. Analysis of the financial condition
of the green economy in Ukraine and the state of its im-
provement has indicated that today in Ukraine there are
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no services that report on organisational and economic
support specifically for parks. The current level of funding
and organisational support often does not meet the needs
of society. The problem lies in the following:

— impractical redistribution of funds, even with one
hundred percent financing of the green space sector, a large
share of funds goes to labour remuneration or social events.
On the other hand, this situation shows insufficient funds
even with one hundred percent financing. Which implies
the following:

— non-compliance of organisational and economic
support with the real needs of landscaping facilities;

— extremely low level of involvement of the private
sector in the field of green space improvement, preferential
financing from the state and local budgets.

Solutions to problems can be found in the following
measures:

— organisation of independent expert supervisors for
the quality of landscaping works under the city government;

— creation of the State Parks Agency of Ukraine, based
on which expert commissions and groups will be created,
and financial projects will be coordinated;

— attracting funds from sponsors and investors, stim-
ulating public-private partnerships in the field of park
improvement, trust agreements and easement;

— introduction of economic mechanisms to encourage
organisations to improve parks, including: tax incentives,
insurance protection, market assistance, and stimulating
the investment attractiveness of parks;

— exclusion of the corruption component, keeping re-
cords of expenses and their publication based on the model
of European countries and the United States.

Economic analysis of indicators of green space care
provision has shown that there are “stable” areas — with
constant high, medium or constant low provision, and
there are areas that have moved from the status of high
green space care provision to the status of low provision
over the past five years.

Based on the identified problems, additional sources
of extra-budgetary financing of parks and economic
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mechanisms for their stimulation are proposed. World ex-
perience shows that a socially oriented approach is becom-
ing more and more relevant in the field of park management
every year. Therefore, it is important for Ukraine not to miss
this trend. In addition to the rich foreign experience in the
field of park construction, the development of the principles
of inclusive nature management, which can be widely

implemented in the parks of Ukrainian cities, is relevant.
Prospects for further study are the detailed development of
mechanisms for implementing public-private enterprises
in the field of park management, the creation of the state
parks agency in Ukraine, and the development of features
of its functioning.
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AHani3 opraHi3aLiiHO-eKOHOMIYHOro 3abe3neyeHHs
MiCbKUX napkKiB B YKpaiHi

Haranis BanepiiBHa BepHiropoBa

IHCTUTYT Npo61eEM PUHKY Ta EKOHOMIKO-eKOI0riYHnx gocaigxeHb HAH Ykpaitu
65044, ®paHuy3bkui 6ynbsap, 29, M. Ogeca, YkpaiHa

AHoOTaLifl. BUMOryu cy4acHOro CyCHIibCTBa O MICHKUX NApKiB perpe3eHTYOTh iX AK IMOMi(yHKIioHaIbHI TepUTOPpii.
CBiTOBI TeHJeHIil IOKa3yITh, L0 MAPKM MAIOTb COLia/IbHY CYTHICTb Ta 30pi€HTOBaHi Ha CTBOPEHH: 3JOPOBOTO Ta
ecTeTMYHOro cepepopuina. HatoMicTb B YkpaiHi, Hapky po3IIALal0ThCA INIIE AK TaHAIa( THO-apXiTeKTypHi KOMIUIEKCH.
Tomy ix ¢iHaHCcyBaHHA BifOyBa€eTbcs 3a IporpaMaMim MiCTOOYIYBaHHA i 3a paxyHOK OIOIKETHVX KOIUTIiB. 3a/my4eHHA
KOLITiB opraHisalill B cdepy mapkoBoro 6aroycrporo mnorpebye 6inpmioi iHTerpanii napkis B coliabHO-eKOHOMIYHY
cructeMy. BopHouac Heo6xifHa po3spoOka MexaHi3MiB €KOHOMIYHOTO CTVIMY/IIOBaHHA OpraHisauiii 6patu yd4acTb y
6/1aroycTpoi MapKOBUX TepUTOpill. MeTo0 CTaTTi € eKOHOMIYHMII aHa/Ii3 Cy4acHOTro (iHaHCYBaHHA chepy 3eIeHOro
roCrofiapcTBa B YKpaiHi Ta po3pobka MpOomo3niiiil JOZaTKOBUX JKepen (iHaHCOBOro 3abesnedyeHHs MapKiB. Y maHii
HayKOBIil CTaTTi 3a JJOIIOMOTr0I0 aHAJITUYHOTO METOAY IIPOBefieHO 00K (PiHaHCOBOTO CTaHY 3€I€HOr0 TOCIIOAAPCTBA 3a
perionamu Ykpainu. Bupineno tuiosi npo6iemu cydacHoro iHaHCYyBaHHS, OCHOBHI HeIO/IiKY 6I0/PKeTHOTO (piHAHCYBaHHA
i mpo6eMu KOMepIiitHUX OopraHisawill B cepi 03e/eHeHH MiCT. 3 BUKOPUCTaHHAM METOly eKOHOMIKO-MaTeMaTU4HOro
MopienmioBaHHs (iH/JeKCHMII MeTOJ), NPOBEJEeHO aHami3 3MiH IIOKa3HMKIB 3a0e3ledYeHHS 3€/IeHNMU Haca/pKeHHSIMU
Ta BIANOBIZHO IOKAa3HMKIB ix ¢imaHcOBOro crany. IIpakTyyHe 3HAYEHH: CTATTi HOJATAE Y po3poOLi peKoMeHalii
IIOZO JOJATKOBUX LUIAXiB (piHAHCYBaHH:A MApKOBOIO T'OCIIOJAPCTBA HA OCHOBI BIPOBA/PKEHHA IPAKTUKY ITyOTiYHMX
IPUBATHUX APTHEPCTB, TPACTOBMX Yrof Ta cepBityTy. COpMOBaHO BUMOIM [0 IOPUAMYHYX 0Ci0, 1IJ0 MaIOTh IIPAaBO Ha
YKJIaJJaHHA TOAIOHUX YTOZ. 3allPOIIOHOBAHO €KOHOMIUHMIT MeXaHi3M CTUMY/IIOBAaHH:A YTBOPEHHA IyOIiYHUX IPUBAaTHUX
IIAPTHEPCTB Ta YKJIAJaHHA yrof B cdepi 611aroycTporo napkis

KnioyoBi cnoBa: mmapkoBe TOCIIOZApPCTBO, O3€/ICHEHHA MICT, MPUPORHWIT KamiTasl, iHQpacTpyKTypHe 3abesIedeHHs,
6/maroycTpiit TepuTOPili, IpOMaiCbKIIL IIPOCTip
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a methodological approach to a comprehensive assessment of the ecological and economic diversification of an enterprise
based on the principles of sustainable development, which allows taking into account the level of diversity of cultivated
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agricultural enterprises in the Kharkivska Oblast was used, as well as monographic, graphical and statistical methods of
research. Data analysis and processing were performed using specialised software: Microsoft Excel and Statistica 10. The
study presents the developed and tested coeflicient of ecological and economic diversification, which allows assessing
the level of agrobiodiversity of sown areas and marketable products of agricultural enterprises based on the management
results for 2019. The coefficient is based on information theory in the context of applying the Shannon-Weaver index.
As a result of the search for the relationship between the coeflicient of ecological and economic diversification and profit
per 1 hectare, the statement about the gradual loss of profitability during the growth of the number of types of crops is
confirmed. However, there are enterprises that maintain profitability during the expansion of the acreage structure. The
practical significance of the findings obtained is allows assessing the possibility of adapting the structure of acreage to
market conditions, taking into account environmental and economic factors

Keywords: sustainable development, biodiversity, monoculture, agricultural enterprise, coefficient of ecological and
economic diversification, economic efficiency

Received: 13.01.2021, Revised: 19.04.2021, Accepted: 15.06.2021

Suggested Citation: Strapchuk, S.I. (2021). Level of ecological and economic diversification: A methodology for assessing the
sustainability of agricultural enterprises. Scientific Bulletin of Mukachevo State University. Series “Economics”, 8(2), 101-107.

*Corresponding author

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 101-107 @
-



Level of ecological and economic diversification: A methodology for assessing the...

Introduction

As the world's population grows, so does the need for more
sustainable food and agricultural systems designed to meet
human needs while minimising environmental damage
and reducing further loss of biodiversity. The Economics of
Ecosystems and Biodiversity (TEEB) as a global initiative
within the United Nations Environment Programme fo-
cuses on how to support the transition to sustainable ag-
ricultural systems, which, in addition to economic, should
provide social and environmental impact [1].

The available natural resources and favourable
climatic conditions that have ensured the growth of arable
land in Ukraine (43.4 million hectares or 2.3% of the
world's area) [2] are an incentive to increase the export
potential of profitable agricultural products. Further in-
tensification and expansion of agricultural land, subject to
the application of traditional management practices, can
have a detrimental impact on the environment and bio-
diversity, if the consequences of such an impact are not
prevented at the level of effective solutions. One of the
directions of implementing aspects of the Sustainable De-
velopment Policy in agriculture is to increase the level of
diversification of acreage that forms biodiversity-friendly
landscapes. In this aspect, the issue of finding a compromise
between preserving the environment and using the
economic potential of the industry is relevant, the solution
of which lies in the plane of innovative circular business
models, promising management practices in agriculture,
biomimicry, etc. However, barriers to sustainable devel-
opment are the traditional views of most producers on
farming practices and the lack of financial resources to
invest in sustainability.

The introduction ofideas for sustainable agricultural
development is possible during the gradual transition from
traditional practices to more sustainable ones, such as organic
production, sustainable intensification, etc. This requires
diversification of production, which allows obtaining products
with different consumer characteristics, which determines
its different purpose. In the process of finding an answer
to the question of assessing the level of diversification,
which can take into account environmental and economic
factors in a complex, the author of this study developed a
coeflicient that allows combining the structures of acreage
and marketable products. A comprehensive assessment of
the state of an agricultural enterprise takes into account the
diversity and complexity of combining factors based on
the coeflicient of ecological and economic diversification.
Unlike existing approaches, such an assessment takes into
account the principles of sustainable development, provides
for a combination of environmental and economic com-
ponents, and allows taking into account the dependence of
the enterprise on the agrobiodiversity of the cultivated area
and market fluctuations in demand affecting the structure
of market products.

In the agricultural sector, the idea of more sustain-
able agriculture has gained popularity since the publication
of the report by G.H. Brundtland [3] and due to the emergence

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 101-107

of the triple bottom line (TBL) [4]. However, the charac-
teristics of sustainable development in agriculture reflect a
wide variety of aspects [3]. Many studies have attempted to
link sustainable agricultural development to various agri-
culturalpractices(orsystems),suchasorganicproduction [5];
conservation agriculture [6]; biological production [7];
ecological production, eco-production [8]; sustainable in-
tensification [9], etc.

The expansion of monoculture and the excessive use
of herbicides has led to a sharp decline in plant diversity in
agricultural landscapes, with negative consequences for the
versatility of ecosystems and sustainable production [10; 11].
In order to reduce the negative impact and increase the het-
erogeneity of landscapes, some authors propose a number of
measures that include crop diversification, plant conservation
and agricultural environment schemes [12; 13]. Effective
assessment of plant diversity in agricultural landscapes
and determination of the level of crop diversification are
fundamental to the successful implementation of measures.

In addition, to develop a systematic vision of the
problems of sustainable development in agriculture, the
studies of the authors were examined [14; 15], the
results of which indirectly influenced the establishment
of ideas about certain aspects of sustainability inherent
in the industry. In particular, the study [14] indicates the
dialectical nature of sustainable development, which can
be implemented in an innovation-oriented cluster model
of regional development, the revival of traditional pro-
duction and consumption of local food, the advantages of
the latter are technological uniqueness, high quality and
savings on logistics costs. In [15], sustainable development
is considered as a balanced dynamic equilibrium that has
specific features of reproduction in agriculture. The author
suggests an innovative scenario of development in the
short term, in which innovative solutions that ensure the
growth of production volumes against the background of
efficient use of natural resources are an additional source
of sustainability.

The purpose of the study is a substantiation of a
methodological approach to a comprehensive assessment of
the ecological and economic diversification of an enterprise
based on the principles of sustainable development, which
allows taking into account the level of diversity of cultivated
crops in relation to the structure of marketable products.
For the furtherance of this goal, a task was set and solved
on the development of a comprehensive assessment of
the level of enterprise diversification, taking into account
environmental and economic components, as an attempt to
expand the understanding of assessing aspects of sustainable
agricultural development.

Materials and Methods

To achieve the above goal, the study used statistical
information on the activities of 529 agricultural producers
of the Kharkivska Oblast in 2019, which make up the
general population for the region and can act as a sample
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population for Ukraine. The information was processed
based on the statistical reports of existing business entities
of the Kharkivska Oblast [16]. The anonymity of data was
ensured by presenting information in a grouped and sys-
tematised form.

The stages of the study provide for determining
the structure of acreage and marketable products for each
agricultural enterprise in the sample, calculating the proposed
coeflicient thatreflects the combined effect of environmental
and economic factors, and further correlating its values with
the indicator of economic efficiency of management. The
establishment of the coeflicient assessment scale allowed
identifying the reasons for assigning certain enterprises to
the selected intervals when taking into account the level of
profit per 1 ha of land area. The theoretical and method-
ological basis of the study is a set of methods, approaches
to scientific knowledge, scientific developments on the
economic development of agricultural enterprises based
on the principles of sustainability.

To implement the purpose and objectives of the
study, the following methods were used: monographic
approach — when studying the reports of international
organisations on sustainable agricultural development;
statistical and economic approach - to collect and process
statistical data on the existing structure of acreage and the
structure of marketable products of agricultural enterprises
in the region, as well as to determine the relationships
and interdependencies of the coefficient and performance
indicators; graphical approach - used for visual display
of the obtained results; comparative approach — used to
compare the causal relationships of economic phenomena
identified in the course of the study when analysing trends
in the development of crop production.

As a result of using the coefficient of ecological and
economic diversification, the sample was optimised and
reduced to 495 business entities due to the exclusion of
enterprises from the general population that were engaged
either only in cultivation and did not sell products, or only
in their sale. To analyse the influence of the coefficient of en-
vironmental and economic diversification on performance
indicators, methods of computer processing and analysis of
information using an Excel spreadsheet processor were
used, followed by data processing in the Statistica software
package. The initial information during the study was
statistical data of the State Statistics Service of Ukraine,
international organisations, annual financial statements of
agricultural enterprises, papers by Ukrainian and foreign
scientists and practitioners, the findings of their own
studies on the use of sustainable development practices by
agricultural enterprises.
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Results and Discussion

Assessment of the level of acreage diversification, adjusted
for the indicator of the structure of marketable products,
allows determining for each business entity how much the
farm applies certain aspects of sustainability in its activities.
Environmental indicators of sustainable development measure
biodiversity using a number of indicators, which include:
population of a country, region or local area; species rich-
ness (number of rare species); habitat area; greenhouse gas
emissions (CO? eq.); quantitative (m®) and qualitative (mg of
pollutant per ml) parameters of water resources and their
availability; type or change of land cover (% of conversion) [17].

Considering agriculture as a type of economic ac-
tivity, the author proposes a coeflicient for evaluating the
artificially created species structure of sown areas, which
forms an enterprise based on ecological and economic fac-
tors. This refers to the coefficient of ecological and economic
diversification (CEED) (1).

CEED = — ?:1 DisLNp;s \/Z?:l Pigp * LNpiqp (1)

where p,_ - specific weight of crops in the structure of areas,
coef; p,. - specific weight of the corresponding marketable
products in their total volume, coef.; LN - natural logarithm
with the basis of an irrational constant.

Thisindicatorisbased onthe Shannon-Weaverindex,
which uses information theory to assess the species constancy
and community diversity. It is calculated as the sum of the
products of the fractions of individual populations in the
total sample and their naturallogarithms [18]. Theamount of
meaningful information can reduce uncertainty. The index
is often used in environmental research because it is not
significantly affected by the sample size, and its application
allows covering significant amounts of information using
a single mathematical expression. In addition, the author
suggests taking into account the structure of acreage and
marketable products of the enterprise in the coeflicient of
ecological and economic diversification, which allows as-
sessing the possibility of adapting the structure of areas to
market conditions with optimal use of natural resources.

Having calculated the coefficient of ecological and
economic diversification for each enterprise in the aggre-
gate, its rating scale was determined with gradation to low
(from 0 to 1), medium (from 1 to 1.5) and high (more than
1.5). The economic content of the indicator is that with its
growth, the possibility of ensuring sustainable production
at the enterprise level increases, which, in turn, may be as-
sociated with a decrease in profitability compared to tradi-
tional agriculture and the monoculture characteristic of it
in recent years (Fig. 1).
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Figure 1. The graph of the function of dependence of profit per 1 ha on the coefficient of ecological and economic
diversification of agricultural enterprises in the Kharkivska Oblast
Source: compiled by the author based on the data of financial reports of business entities of the industry [16]

This relationship was revealed as a result of regression
analysis and an equation of dependence of profit per 1 ha on
the coeflicient of ecological and economic diversification of
agricultural enterprises was obtained, which characterises
the downward dynamics of profit per 1 ha with an increase
in this coeflicient.

Agricultural enterprises of the Kharkivska Oblast
in 2019 specialised in growing various crops, but the vast
majority used the practice of monoculture, in particular,
3% of them grew exclusively wheat, 1.5% - only sunflower,
and more than 35% of enterprises in the structure of sown
areas had only two crops - sunflower and wheat [16].
Monoculture creates a constant monotonous load on the soil

and leads to a decrease in the humus content, contributes
to erosion, and so on. Among the factors identified as the
main threats to the further provision of soil ecosystem
services, the loss of soil biodiversity, as indicated in [19], is
the fourth most important after soil erosion, reduction of
organic carbohydrates and nutrient imbalance.

The study of data obtained from statistical reports of
enterprises allowed grouping the results obtained at intervals
of the developed coeflicient of ecological and economic
diversification and establish the relationship between it and
quantitative indicators of the area of management, yield, profit
per 1 ha of harvested area, cost of products sold and the cost of
mineral fertilisers used for the 2019 harvest (Table 1).

Table 1. Dependence of the coefficient of ecological and economic diversification on individual performance indicators
of agricultural enterprises of the Kharkivska Oblast for 2019
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Low 234 1,763 23.41 22.71 32,719.44 26,348 5,351.18 3.64 3.45 0.66
Average 184 2,138 14.57 13.50 35458.04 16,389 6,603.29 2.89 3.02 1.23
High 77 2448 14.41 13.69  44,075.02 16,190 7,977.35 2.50 2.59 1.73
Total 495 2116 17.46 16.63 37,417.5 19,643 6,643.94 3.01 3.02 1.21

Source: compiled by the author based on the data of financial reports of business entities of the industry [16]

Based on the analysis of the relationship between the
growth of the level of diversification of agricultural production
at the enterprise and the performance indicators of its
activities, a number of statements were formed. The latter
relate to the available theoretical developments in this context.
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If the entire sample of 495 enterprises is divided
on the coefficient scale, it will be uneven in terms of the
number of enterprises that fall into each of the groups.
The largest part of them, namely 234 enterprises, will be in
the range from 0 to 1, which corresponds to a low level of
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ecological and economic diversification and has an average
value of this indicator at the level of 0.66. This group is
characterised by the smallest average area at the level of
1763 thousand hectares and a high production cost per 1 ha,
which is UAH 23,408 ths. At the same time, the average
value of total profit for the year in this group is the lowest,
while the profit per 1 ha of area is the highest and amounts
to 3.64 ths. UAH/ha. Of particular note is that the cost of
mineral fertilisers per 1 ha is also high and amounts to
3.45 ths. UAH/ha.

The second group, identified by the interval of the
coeflicient of ecological and economic diversification from
1 to 1.5, which corresponds to its average level, includes
184 enterprises with an average coefficient value of 1.23 and
an average area of 2138 hectares. The determining factor is
the fact that the production cost per 1 ha is almost twice
as low as the indicator of the first group and amounts to
14.57 ths. UAH/ha. The average income per enterprise in
this group is UAH 6,603 ths., but per hectare it is UAH 2.89 ths.

The third group, which contains 77 enterprises and is
distinguished by the coefficient of ecological and economic

diversification from 1.5 and above, is characterised by an
average value of the studied coeflicient at the level of 1.73
and an average area of 2448 hectares. At the same time, the
production cost and the cost of products sold almost do
not differ between the medium and high-level groups. The
average profit per enterprise is also growing relatively in
this group and amounts to UAH 7,977 ths., while per unit
area it is the lowest and amounts to UAH 2.5 ths. It is worth
noting a gradual decrease in the cost of mineral fertilisers per
1 ha with an increase in the coefficient of ecological and
economic diversification.

Of particular interest for further study are examples
of management in which the value of the coeflicient of
ecological and economic diversification is in the range above
1.5, which is typical for growing a much larger number
of crops by an enterprise and is accompanied by a fairly
high yield. The formed diagram of the range of dependence
of profit per 1 ha at different levels of the coefficient of
ecological and economic diversification in agricultural
enterprises confirms the data of Figure 1 and details the
average levels and maximum range of profit per 1 ha (Fig. 2).
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Figure 2. Diagrams of the profit span per 1 ha at different levels of the coeflicient of ecological and economic
diversification of agricultural enterprises of the Kharkivska Oblast
Source: compiled by the author based on the data of financial reports of business entities of the industry [16]

The scale diagram demonstrates the distribution of
enterprises by the level of profit per 1 ha into three groups
according to the coefficient of ecological and economic
diversification, the median and the range where 50% of all
values fall (from 25 to 75%, respectively). In accordance
with this, there is a trend that can be traced by the average
values and values of boxes, which indicates a decrease in the
level of profit per 1 ha with an increase in the above coeflicient.

The results obtained confirm the conclusions of re-
searchers who have studied the issues of sustainable devel-
opment. The consequences of implementing the principles
of sustainability in agricultural production are a change
in profitability in different time periods and an increase
in the efliciency of using natural resources. An increase
in the profitability of enterprises after the introduction of
sustainable practices is noted in [20], other researchers
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claim a decrease in profitability in the short term, since new
management principles increase production costs in the
short term [21], which correlates with the findings of the
study. Further profit growth, provided that agrobiodiversity
is observed, can be detected over longer periods of time [21].
But the more obvious consequences are increased soil
fertility, reduced soil, air and water pollution, and conser-
vation and savings in the use of natural resources [22].

The search for a link between the economic and
environmental components of sustainable development in
agriculture requires the selection of mathematical tools for
assessing critical levels based on biodiversity. Of particular
relevance is the study [18], where the author, having es-
tablished a significant number of available indicators for
assessing diversity and inconsistency with the results of
their measurement, claims that the most common indicator
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of diversity is the Shannon-Weaver index. The index
evaluates uncertainty as a result of the sampling process
and is calculated using logarithms with a base of two — this
is the minimum number of “yes/no” questions that are
required on average to determine the identity of the selected
species. Converting them to an effective number of species is
key to a unified and intuitive interpretation of diversity.

In the present study, the coeflicient of ecological
and economic diversification is proposed for assessing
agrobiodiversity, which is based on the mathematical ex-
pression of the Shannon-Weaver index and contains compo-
nents of specific shares of acreage and marketable products
to assess the impact of market and natural factors on its
change and is radically different from others.

Conclusions

The increase in agricultural production is conditioned
by an increase in demand for food on world markets.
The intensification of agricultural producers' activities is
often associated, firstly, with environmental problems,
which are the due to the lack of knowledge about the
relationship between biodiversity, ecosystem functions and
ecosystem services, and, secondly, with the uncertainty of
environmental trade-oftfs and thresholds in many areas.
The search for directions for implementing sustainable
development policies in agriculture has provided an
understanding of the need to take into account the mutual
influence of environmental and economic factors. Solving
economic problems involves ensuring economic growth
and adequate assessment tools. One of these solutions
is to coordinate the level of diversification of acreage, as
a result, the creation of biodiversity-friendly landscapes
and structures of marketable products formed under the
influence of market factors.

As a result of solving the tasks set, it is proposed to
assess an agricultural enterprise's ecological and economic
diversification based on the principles of sustainable de-
velopment, which allows taking into account the level of
diversity of crops grown in relation to the structure of
marketable products. A comprehensive assessment of the
state of an agricultural enterprise, taking into account the
diversity and complexity of a combination of factors based
on the coefficient of ecological and economic diversification,
in contrast to existing approaches, is aimed at implementing
the principles of sustainable development and provides for
determining the combined impact of environmental and
economic components on the efficiency of the enterprise.
This allows taking into account the dependence of the
company's activities on the agrobiodiversity of the cultivated
area and market fluctuations in demand, which affect
the structure of marketable products. At the same time,
data from the annual financial statements of agricultural
business entities were used for the calculation. The results
of data processing showed that enterprises with a high value
of the coeflicient of ecological and economic diversification
(from 1.5 and above) had lower profit indicators per 1 ha,
but the average profit value per enterprise of this group was
relatively higher. In addition, as the coeflicient increased,
the cost of mineral fertilisers decreased, which may be the
result of the introduction of sustainable practices in the
activities of agricultural enterprises.

Acknowledgements
We express our sincere gratitude to Dmytro Viktorovych Shy-
ian, Doctor of Economics, Professor of the Semen Kuznets
Kharkiv National Economic University for the ideas that
made this study possible.

References
[1] Pushpam, K. (Ed.). (2012). The economics of ecosystems and biodiversity: Ecological and economic foundations.

New York: Routledge.

[2] Teluguntla, P, Thenkabail, P.S, Xiong, J., & Oliphant, A. (2017). Global food security-support analysis data at 30 m
(GFSAD). Retrieved from https://www.usgs.gov/centers/wgsc/science/global-food-security-support-analysis-data-
30-m-gfsad?qt-science_center_objects=1#qt-science_center_objects.

[3] Brundtland, G.H. (1987). Our common future, report of the World Commission on environment and development.
In Report of the World Commission on environment and development: Our common future (pp. 5-9). Oxford: Oxford

University Press.

[4] Elkington, J. (2004). Enter the triple bottom linel. In A. Henriques, & J. Richardson (Eds.), The triple bottom line: Does

it all add up? (pp. 1-16). London: Earthscan.

[5] Seufert, V., Ramankutty, N., & Foley, J.A. (2012). Comparing the yields of organic and conventional agriculture.

Nature, 485(7397), 229-232.

[6] Kienzler, KM., Lamers, J.P.A., McDonald, A., Mirzabaev, A., Ibragimov, N., Egamberdiev, O., Ruzibaevd, E., &
Akramkhanov, A. (2012). Conservation agriculture in Central Asia — what do we know and where do we go from

here? Field Crops Research, 132, 95-105.

[7]1 Mzoughi, N. (2011). Farmers” adoption of integrated crop protection and organic farming: Do moral and social

concerns matter? Ecological Economics, 70(8), 1536-1545.

[8] McNeely, J.A., & Scherr, S.J. (2003). Ecoagriculture. Washington: Island Press.
[9] Egan, J.E, Bohnenblust, E., Goslee, S., Mortensen, D., & Tooker, J. (2014). Herbicide drift can affect plant and
arthropod communities. Agricultural Ecosystem Environment, 185, 77-87.

Hooper, D.U., Adair, E.C., Cardinale, B.].,, Byrnes, ].E.K., Hungate, B.A., & Matulich, K.L. (2012). A global synthesis

reveals biodiversity loss as a major driver of ecosystem change. Nature, 486(7401), article number 105.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 101-107

o4



Strapchuk

[11] Bernard, B., & Lux, A. (2017). How to feed the world sustainably: An overview of the discourse on agroecology and
sustainable intensification? Regional Environmental Change, 17(5), 1279-1290.

[12] Batary, P, Dicks, L.V, Kleijn, D., & Sutherland, W.J. (2015). The role of agri-environment schemes in conservation
and environmental management. Conservation Biology, 29(4), 1006-1016.

[13] Fahrig, L. (2017). Ecological responses to habitat fragmentation per se. Annual Review of Ecology, Evolution, and
Systematics, 48(1), 1-23.

[14] Samofatova, V.A. (2018). Sustainable development of agro-food sphere of the region: Theory, methodology, management.
Odesa: Astroprint.

[15] Uzhva, A.M. (2017). Sustainable development of agrarian business of agricultural producers in the region: Theory,
methodology, practice. Mykolaiv: FOP Shvets V.M.

[16] Official website of the Main Department of Statistics in Kharkiv Region. (n.d.). Retrieved from http://kh.ukrstat.gov.ua/.

[17] Kanter, D.R., Musumba, M., Wood, S.L.R., Palm, C., Antle, J., Balvanera, P, & Andelman, S. (2018). Evaluating
agricultural trade-offs in the age of sustainable development. Agricultural Systems, 163, 73-88.

[18] Jost, L. (2006). Entropy and diversity. Oikos, 113(2), 363-375. doi: 10.1111/§.2006.0030-1299.14714.x.

[19] Orgiazzil, A., Bardgett, R.D., & Barrios, E. (Eds.). (2015). Global soil biodiversity atlas. Luxembourg: Office of the
European Union.

[20] Martin, S., Rieple, A., Chang, J., Boniface, B., & Ahmed, A. (2015). Small farmers and sustainability: Institutional
barriers to investment and innovation in the Malaysian palm oil industry in Sabah. Journal of Rural Studies, 40, 46-58.

[21] Kata, R., & Kusz, D. (2015). Barriers to the implementation of instruments assisting sustainable development of
agriculture. Scientific Papers Series “Management, Economic Engineering in Agriculture and Rural Development”,
15(1), 239-248.

[22] Marcelino-Aranda, M., Sanchez-Garcia, M.C., & Camacho, A.D. (2017). Theoretical-practical bases of a sustainable
development model for rural communities with agricultural and livestock activities. Agricultura, Sociedad y Desarrollo,
14(1), 47-59.

PiBeHb ekonoro-eKoOHOoMi4HOI AnBepcudikaLii: MeToauKa OLiHIOBaHHS aCMeKTy
CTaNocCTi CiNlbCcbKorocnoaapcbKux nignpuemMcTs

CBiTnaHa IBaHiBHa CTpanyyk

XapkKiBCbKui HaLlioHalbHUN arpapHuin yHisepcuteT iM. B.B. [lokyyaeBa
62483, yu6. Micteuko XHAY, n/B «[Joky4aeBcbKe-2», XapkiBCbKa 061acTb, YkpaiHa

AHoTauis. ExoHoMika exocrcTeM Ta 6iopisHOMaHITTA Ak ImobanbHa iHinjaTuea y Mexax ITporpamu OOH 3 oxoponn
HaBKOJIMUIHbOTO CEPENOBUILA IIiIKPECIIOE BAXK/IMBICTh 3aCTOCYBAHHSA CUCTEMHOTO IIIXOAY 0 OLiHIOBAHHSA IIPUPOSHIX
pecypciB Ta HeoOXifiHICTh BIPOBaI>KeHHA HOBUX (GOPM €KOHOMIYHOTO 3pOCTaHHA, IO 3a0e3MeYNTDb CTaINil PO3BUTOK
mignprueMcTs. HasABHI NpakTUMKM TOCIOApPIOBAHHA CiIbCBKOTOCIIOAPCHKUX MiJIIPUEMCTB, TaKi K MOHOKY/IbTYpa,
CTBOPIOIOTD IIOCTiJiHE OJJHOMaHITHE HABAaHTAXXEHHS Ha IPYHTU Ta IPUSBOJATD /10 3MEHILIEHHS BMICTY TyMYCY, CIPUAIOTH
epos3ii, IpoTe 3a/MMIIAI0THCA BUCOKOIPUOYTKOBMMIU. 3MiHa (JOPM €KOHOMIYHOTO 3pOCTaHHA Ha KOPUCTD BIPOBAJPKEHHA
CTa/IMX IPAKTVK Ha 3pa30K OPraHiYHOr0 BUPOOHMIITBA, CTa/Iol iHTeHcudikalii, ekoBMpoOHUITBa TOTpebye BifIoBinHNX
mKepenl (iHaHCYBaHHSA, BUCOKOTO PiBHA €KOJIOTiYHOI CBiJOMOCTi Ta KOMIUIEKCHUX METORMK OLiHIOBAaHHA €KOJIOTrO-
eKOHOMIYHVX YMHHUKIB. MeToI0 JOCIIi/KeHHA € 00IPYHTYBaHHA METOLUYHOTO X0 Y K0 KOMIUIEKCHOI OL[iHKY €KOJIOT0-
eKOHOMIYHOI uBepcudikanii mampreMcTBa Ha OCHOBI IPMHIVIIIB CTAIOT0 PO3BUTKY, 1O 103BOJIAE BPaXyBaTU piBeHb
Pi3HOMaHITTA BUPOLIYBaHNX KY/IBTYP Y B3a€EMO3B A3KY 31 CTPYKTYPOIO TOBapHOI IpOoxyKLil. [I/14 focATHeHHA MeTH Oy/In
BUKOPYICTaHI JlaHi AisIBHOCTI CI/IbCPKOrOCHOAPChKMX HMifIIpueMcTB XapKiBcbkol 00/1acTi, a TaKOXK MOHOrpadiqHmii,
rpadiyHMil Ta CTATMCTUYHUII METOAU [OCTiIKeHHs. AHami3 Ta 00poOKa JaHMX 3[iMICHIOBAINCI 3a IOIOMOTOH0
crienianizopanux nporpaMm Microsoft Excel Ta Statistica 10. ¥ po6oti nmpepcrasieHo po3po6eHuir Ta anpob6oBaHmit
koe(illieHT eKoIoro-eKOHOMIuHOI fuBepcudikarii, o F03BOIAE OLIHUTU piBeHb arpo6iopi3HOMaHITTS IOCIBHUX IIOL
Ta TOBApHOI MPOAYKIIii CiTbChKOTOCIOAAPChKUX MiIMPUEMCTB 3a Pe3y/IbTaTaMM rocrofiapioBanuA 3a 2019 pik. B ocHoBy
koeillieHTa IOKIafeHa Teopisd iHpopManil B KOHTEKCTi 3acTocyBaHHA iHflekcy [llenHOHa-YiBepa. YHac/IioOK IOLIYKY
3aJIKHOCTI MK KoedillieHTOM eK0/Ioro-eKOHOMIuHOI ayBepcudikalii Ta mpuOyTKOM y po3paxyHKY Ha 1 ra, TBep/pKeHHA
I[OIO0 IIOCTYIIOBOI BTpaTy MpMOYTKOBOCTI IIiJj 9ac 3pOCTaHH:A KiIIbKOCTI BUJIB BUPOLIYBAHUX CITbCHKOTOCIORAPCHKIX
KYZIBTYp HifTBepikeHo. ITpoTe icHYIOTh MiIIPMEMCTBA, AKi il 9ac pO3MMPEHHA CTPYKTYPU IIOCIiBHYUX IO, YTPUMYIOTh
puOyTKOBicTh. IIpakTyHa 3HAYMMICTD OTPUMAHUX Pe3y/IbTaTiB MO/ATAE B OLiHIII MOXK/IMBOCTI afjaTalii CTpyKTypu
IOCIBHMX IIJIOL O PUHKOBMX YMOB i3 yPaXyBaHHAM €KOJIOTIYHMX Ta €EKOHOMIYHMX YMHHUKIB

KntoyoBi cnoBsa: cTamuit po3BUTOK, 6i0pi3HOMaHITTS, MOHOKY/IBTYPa, CIIbCBKOTOCIIOAAPChKe MiAIPUEMCTBO, KOoe]illieHT
eKOJIOr0-eKOHOMIYHOI ayBepcudikaliii, ekoHoMiuHa eeKTUBHICTh
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Introduction

The increasing global environmental problems associated
with pollution and sudden climate change necessitate the
search for rational ways to minimise the anthropogenic
destructive impact on the environment and overcome the
imbalance in the ecological and economic system. In this
context, the latest biotechnological achievements have
become attractive for the economy and environmental
protection, which gave an impetus to the development of
bioeconomic science, whose teachings are focused on pro-
moting the idea of producing food and non-food products
based on renewable biological resources with an emphasis
on their circular manifestation. Therefore, the key tasks of
scientific research are the need to systematise the opinions
of leading scientists on the positioning of circular economy
and bioeconomy, identify similarities and differences in the
combination of these concepts, identify fundamental generic
and specific features and establish their complementary
relationships to establish the author's position on the problem
and formulate the definition of circular bioeconomy.

Over the past decade, there has been an active in-
crease in scientific publications devoted to the establish-
ment of a bioeconomic model both in the Ukrainian and
international educational space. Gradual popularisation is
explained by the accelerated scientific and technological
development and the constant increase in environmental
challenges in society. The growth of scientific papers since
2015 is more than 50% annually [1]. An active scientist
whose research is related to bioeconomy is a doctor of
environmental sciences S.V. Mohan [2], who has more than
25 publications in the field of innovative Biotechnologies
on the international platforms Web of Science and Scopus,
which allowed the Indian engineer, according to Stanford
University's calculations, to take the 29" place in the ranking
of the world's best scientists. Distinguished scientist of
the Indian Institute J.L. Pandey [3], is the author of over
1200 publications in the field of bioeconomy, the author
considers the implementation of theoretical concepts in
practice. The papers by D. D'amato, associate professor of the
Department of Forest Sciences of the Helsinki Institute [4],
played a major role in the establishment of public conscious-
ness about the need to produce and consume products on a
biological basis. The papers by L. Kelleher, M. Henchion,
E. O'Neill [5], R. Meyer [6] and other scientists deserve no
less attention, since they cover an in-depth analysis of the
updated concept and consider the trends of its development
in different directions. Among the Ukrainian scientists,
the papers by V.V. Baidala [7], O.G. Vdovichenko [8],
M.V. Dobrivska [9] V. Krutyakova, T. Babynets, V. Targoni,
O. Bondarenko [10], S.M. Fedina, B.L. Kovalyov, B.M. Ig-
natchenko [11] and others.

The activation of scientists and practitioners con-
tributed to the implementation of innovative bioeconomic
developments in the practice of economic activity. The im-
portance of the applied value of the bioeconomy is deter-
mined by the rapid pace of its development, mainly in the
developed countries of the world, in particular Finland,
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Italy, France, Germany, Denmark, Norway, the USA, the
Netherlands, etc. Achieving bioeconomic principles of
management allows the state to maintain a high level of
food security through the production of safe industrial
and food products, efficiently consume natural capital and
minimise dependence on fossil raw materials, overcome
energy dependence, increase employment and intellectual
activity, improve the quality of life and well-being of the
population as a whole. At the same time, the development of
innovative, resource-efficient and low-carbon bioeconomy
is possible if the principle of circularity is observed, since
basic natural biological resources are constantly depleted,
which determines the need for efficient and economical
use in compliance with the maximum waste-free produc-
tion based on the implementation of closed-cycle tech-
nologies and provided that the product's service life can
be extended. This problem requires increased attention,
because it plays a crucial role in this study, the purpose of
which is to substantiate the theoretical, methodological
and applied foundations for the establishment of the
author's understanding of circular bioeconomy. It is based
on the systematisation of the opinions of leading scientists on
the composition of the concepts of circular economy and
bioeconomy, highlighting their convergent similarity and
divergent differences on the way to their combination, estab-
lishing fundamental features with the allocation of generic
and specific characteristics for their own interpretation of
the inclusive concept of “circular bioeconomy”, which is
viewed through the plane of economic activity with the
dominance of the biological and circular aspect.

Materials and Methods

The scientific hypothesis of the study is the assumption that
the combination of fundamental features of circular and
bioeconomy would allow forming an integrating concept,
which is based on economic activity with the development
of the biological and circular aspect. Achieving its practical
implementation necessitates the application of a clear re-
search methodology. Therefore, the establishment of sci-
entific truth is carried out with such scientific approaches
as a systematic, aimed at a comprehensive study of socio-
economic phenomena and processes associated with a closed
system of management on bioeconomic principles; the di-
alectical approach provides knowledge of the subject of
study on the laws of unity and struggle for the possibility of
combining concepts, the transition of quantitative changes
to qualitative, which is used if necessary to scale concepts,
negation of objections — to explicate convergent similarity
and divergent difference of circular and bioeconomy; the
synergetic approach is considered from the standpoint of
the effectiveness of integrating concepts.

In the course of the study, empirical and theoretical
approaches were used, in particular historical, which de-
scribes the evolutionary perspective of scientific views un-
derstanding of circular and bioeconomy; abstract-logical,
which allows one to establish complementary relationships
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between concepts, identify fundamental basic features based
on identified similarities and differences between circular
economy and bioeconomy, formulate conclusions; the hy-
pothetical method is used for argumentation of results;
formalisation as a manifestation of logical thinking, is re-
flected in the construction of complementary relationships
of fundamental features of circular bioeconomy; theo-
retical generalisation contributes to the interpretation
of the definition based on the results of the study. At the
empirical level, a descriptive method is used to explicate the
graphical representation of the closed-loop bioeconomic
model and detail the characteristic characteristics of circular
bioeconomy; the comparative method allows one to de-
termine the convergent similarity and divergent differ-
ence between the analysed concepts; observation involves
studying the prerequisites for forming the author's position.

General scientific and special methods of scientific
knowledge, which are characterised by theoretical and em-
pirical character, are used in research to systematise bio-
economic and circular content in order to demonstrate
theoretical generalisations (inductive and deductive methods
of scientific knowledge); generating creative ideas allows
one to implement a heuristic method aimed at solving
scientific problems, in particular, visualisation of research
using the Euler circle, the argumentation of the relation-
ships of circular bioeconomy through the Euler-Venn
diagram, interpretation of the circular manifestation of
the bioeconomic model; the graphic method is aimed at
visual reproduction of the obtained scientific results, namely,
the schematic representation of concepts, graphic repre-
sentation of circular bioeconomy by generic and specific
features, and so on.

The advantage of this study is the author's approach
to the search for a terminological platform for interpreting
the definition of “circular bioeconomy”, which consists in
configuring the scientific views of leading scientists, system-

CcB

a)

atising the similarities and differences of concepts to outline
an integrated paradigm and identify basic fundamental
features, which allowed forming the author's own vision
of the problem of understanding circular bioeconomy.
Further research is aimed at developing a methodological
model based on the introduction of criteria characteristics
for regulating the bioeconomic system.

Results and Discussion

The study of the conceptual foundations of the establish-
ment of circular economy and bioeconomy [12] gives
grounds to assert that scientists understand the essence of
definitions in different ways, giving a certain degree of their
own internal diversity. Many foreign researchers suggest
interpreting the content of concepts as interrelated, since
it is believed that they are united by a common economic,
environmental, and social goal [4], for which the green
economy is a comprehensive umbrella [13]. Modern Eu-
ropean researchers L. Heteméki, M. Hanewinkel, B. Muys,
M. Ollikainen, M. Palahi, A. Trasobares [14] prove that the
basic features of circular and bioeconomy have a synergistic
effect, which is manifested in the establishment of an inte-
grative concept of circular bioeconomy.

Michael Carus, director of the private German
Nova-Institute [15], has a slightly different view, arguing
that the circular and bioeconomy have similar goals that
intersect closely, but are not a complete part of the other. From
his standpoint, the concept of bioeconomy goes beyond the
circular and covers many more aspects. Hence, M. Carus
suggests that “waste from agriculture, forestry, fisheries and
other organic process residues can only be integrated into
the circular economy through a bioeconomic strategy”

Quite a thorough study of scientific opinions on
the exposition of the concepts of circular and bioeconomy
is presented in the papers by P. Stegmann, M. Londo,
M. Junginger [16] (Fig. 1).

B CB CE

b)

Figure 1. Explication of complementary concepts of circular economy and bioeconomy

Source: compiled by the authors based on studies [14-17]

According to Euler circle theory, a visual illustration
reflects the relationship between interrelated concepts.
Thus, figure a) visualises the position of D. D'Amato [4],
L. Hetemdki [14] et al. on the interpretation of circular
bioeconomy. Accordingly, the subordination of circular
economy and bioeconomy is depicted, which are disjointed,
but depend on the integrating concept. Figure b) shows the
compatibility of concepts at a partial intersection, where
feature characteristics form a circular bioeconomy. At the
same time, opposite individuals remain behind separate
ideas of circular and bioeconomy. Well-known proponents
of the theory are the aforementioned German researcher
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M. Carus [15] and doctor of environmental sciences of the
Indian university V. Mohan [17], whose papers are devoted
to the study of the problems of bioeconomic science.

The controversy among scientists and the divergence
of their opinions on the positioning of the concepts of
circular and bioeconomy made it advisable to conduct
the study. The establishment of the author's vision of the
terminology requires identifying convergent similarities
and divergent differences in the interpretation of circular
economy and bioeconomy on the way to the development
of an integrating concept. According to the academic
explanatory dictionary, convergence is interpreted as “the
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coincidence of features, properties in phenomena that are
not related to each other and independent” [18, p. 256]. At
the same time, the opposite in its meaning is divergence,

denoted as “divergence of features and properties” [19,
p- 270]. The relative similarities and differences between the
concepts of circular and bioeconomy are shown in Figure 2.

Closed production cycle
Reducing the burden on the environment
Rational use of the raw material base

— —

RN

 Convergent similarity

Circular

Eeoineinmyy N Divergent difference Y

Bioeconomy
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>
>
>

. Renewable
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Figure 2. Convergence and divergence in the study of circular economy and bioeconomy

Source: compiled by the author

Taking into account the fact that circular economy
and bioeconomy are concepts of sustainable development
that promote green growth in the economic, environmental
and social dimensions, their relative similarity is considered
primarily in matters of efficient consumption of raw
materials, in particular, the increase in the use of recycled
materials. An important vector of development of modern
society, which lies in the plane of the concepts of circular
and bioeconomy, is a closed production cycle, which will
minimise the amount of accumulated waste, reduce the
consumption of fossil resources and reduce the burden on
the environment.

The divergent difference is identified in four main
areas, namely: raw-material appendage, product life cycle,
target orientation (economic orientation) and priority. For
example, renewable biological resources in the interpreta-
tion of bioeconomy are objects of labour [20], while circular
economics considers the entire range of natural resources
in closed cyclic production. From the standpoint of life
cycle analysis, products and materials should maintain
the longest possible service life, which can be achieved
through repeated use of goods, their repair, overproduction
with partial changes in functions or design. Bioeconomic
production is determined by the introduction of innovative
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biotechnological developments in the production process,
but the dominant characteristic of the circular economy
is environmental sustainability and preservation of en-
vironment, which should be considered at the stage of
designing industrial chains and consumption models. The
goal of the bioeconomy is to replace fossil fuels and reduce
greenhouse gas emissions, but the value of a circular economy
is considered to be minimising the use of raw materials.

The key goal of the circular economy is the rational
management of household and industrial waste of organic
and inorganic origin for the sake of economical consump-
tion of natural resources and reducing pressure on the
environment. At the same time, the bioeconomy is develop-
ing in rural areas with an emphasis on the economic effect
of introducing innovative biotechnological developments
for the search for renewable energy sources. This suggests
that the concept of a circular economy is global in relation
to the bioeconomy, which covers the organic segment.
Therefore, the author's position according to the above-
mentioned theory is reduced to the recognition of circular
bioeconomy as an integral part of circular economics. At
the same time, it is worth noting that the starting point on
the way to circular bioeconomy is the paradigm of bioeco-
nomic science (Fig. 3).

o
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CE CB

Figure 3. Methodological exposition of the concept of circular bioeconomy

Source: compiled by the author

The need to combine concepts is conditioned by the
fact that the development of innovative, resource-efficient
and low-carbon bioeconomy is possible if the principle of
circularity is observed, since basic natural biological resources

Bioproduction

Bio raw materials

Secondary raw
materials

Waste separation

Landfill

are constantly depleted. Efficient and economical use causes
the need for a closed cycle with the most waste-free production
and an extended service life of the product (Fig. 4).

Bioproduct

R1

Consumption
R2

R3

R4

Collection of used
goods

Figure 4. Circular manifestation of the bioeconomic model
Notes: R1 - reduced in needs; R2 - repeated consumption; R3 - recycling; R4 - recovery.
Source: compiled by the author using the Coggle web application

The closed production cycle allows producing
products from bio-raw materials, which after consumption
can be easily transformed into secondary ones for reuse in the
next production process. An important aspect is to redefine
the need to purchase goods in order to reduce unnecessary
needs (R1). Life cycle prolongation occurs through reuse
(R2), recovery after repair (R4), or recycling (R3), which
characterises the circular manifestation. Consequently, the

implementation of the closed-loop bioeconomic model allows
completely disposing and recycling of all materials, minimise
waste and effectively use available natural resources.

The conducted study gives grounds to assert that the
establishment of the terminology of circular bioeconomy
should be reduced to a combination of fundamental features
of the concepts of circular economy and bioeconomy, which
are the basis of the integrating concept (Fig. 5).

( Cyclicity )
C Rationality )
C Constancy )
( Wastefree )

Environmental
friendliness
C Sociality )

_______________________________

( Cost-effectiveness )

( Organicity ) i
( Mobility ) ;

( Innovativeness )

( Diversification )
( Producibility )

_______________________________

Figure 5. Fundamental features of circular bioeconomy

Source: compiled by the author
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Translated from Latin, “principles” (principium) is
denoted as “the beginning, basis, that is, the starting point
of any scientific system, theory, ideology” [21]. At the same
time, the “attribute” reflects “features, properties, features
of someone or something” [22]. Taking into account the
above, it is proposed to identify the fundamental char-
acteristics of the functioning of the bioeconomic model,
which is characterised by an economic character, which
indicates effective management of residues of organic and
inorganic origin [23, p. 22] with an approach to waste-free
production. The principle of environmental friendliness is
expressed through the preservation of resources and the
multiplication of natural capital. Cyclical manifestation is
caused by the prolongation of the value of goods during the
life period [24] and the rethinking of the need to consume a
significant amount of resources and reserves, which is seen
through the plane of the principle of rationality.

The general list of fundamental features includes
those that are highlighted in the scientific paper of
R.Z. Lyubachivska, in particular, manufacturability, which
is conditioned by the rapid pace of technological change in
accordance with the production process and environmental
requirements; sectoral diversification, which indicates the

Innovativeness

Diversification

Organicity
Cost-effectiveness
Producibility
CB
Waste-free
Liability

penetration of biotechnology in all areas of production;
mobility as an opportunity to search for modern projects
through the scientific and information space and the social
principle of conscious attitude to the environment [25].
In addition to the above, it is worth highlighting innova-
tiveness as a requirement for the introduction of biotechno-
logical innovations in production turnover and organicity,
which indicates the consumption of resources of the plant
and animal world that have the ability to reproduce them-
selves. The principle of sustainability is designed to ensure
production from renewable biological resources in a bal-
anced economic and ecological growth with a responsible
attitude to the environment.

Taking into account the above-mentioned fun-
damental features of circular bioeconomy, it is proposed
to clearly illustrate the similarities and differences in the
relationships between them using the Euler-Venn diagram.
According to the conducted research, the basic principles
define economy (Ec), environmental friendliness (Ef),
sociality (S), and innovativeness (I), which are reflected in
the form of four circles, the intersection of which shows
their interdependence. All planes coincide at a key point in
circular bioeconomy (Fig. 6).

Environmental

friendliness
Rationality
Cyclicity
Sociality
Mobility

Figure 6. Complementary relationships between the fundamental features of circular bioeconomy (CB)

Source: compiled by the author

Next, the results of this study are substantiated
using mathematical operations [26], where the intersection
of planes is denoted as M. Therefore, the diagram can be
decoded as follows:

I N Ec = Diversification,
which indicates the development of the principle of
diversification at the intersection of the planes of innovation
and economy.
I N Ef = Organicity,
Ef N S = Rationality,
I NS = Mobility,
Ef N Ec = Waste-free,
Ec N S = Responsibility.

The union of planes designated as U reflects the
following identity:

(INEf) U(INEc)U (Ef N Ec) = Producibility,
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(INEf)UIANS)U(EfN S) = Cyclicity.

Thus, the interrelation between the fundamental
features indicates the need to take them into account in the
process of scientific interpretation of circular bioeconomy,
since the “concept” is interpreted as “a way of reflecting reality,
in which the subject is revealed through a set of essential
features” [27, p. 137]. In addition, it is worth paying atten-
tion to the identification of basic fundamental features, in
particular, economy, innovativeness, environmental friend-
liness and sociality, which underlie the definition, which is
formed as “an integral set of thoughts expressed with the help
of certain general and essential features of the object” [28, p. 6].

According to the method of identifying generic and
specific features, it is worth highlighting economy among
the above-mentioned, which is a generic characteristic and
the basis of the concept of circular bioeconomy (Fig. 7).

o
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Economy

Biological

Figure 7. Visualisation of the definition of “circular bioeconomy” by generic and specific features
Note: O - organicity, M — mobility, D - diversification, I - innovativeness, P — producibility, R - rationality,
W - waste-free, E — environmental friendliness, C - sociality, L - liability

Source: compiled by the author

Economics as a generic feature of circular bioeco-
nomy subordinates biological as specific, and an order of
magnitude lower - circular. Consequently, the author's

CIRCULAR
BIOECONOMY

position of the interpretation of circular bioeconomy at
the initial stage reduces to an economic science that has
specific features of biological and circular (Fig. 8).

A set of social relations regarding the production and
distribution of products based on renewable biological
resources through biotechnological processes, its
exchange and responsible consumption with prolonged
service life and the possibility of recycling

Figure 8. Scientific interpretation of the concept of “circular bioeconomy”

Source: compiled by the author

The author's interpretation consists in defining cir-
cular bioeconomy as a set of social relations regarding the
production and distribution (economic feature) of products
based on renewable biological resources using biotechno-
logical processes (biological feature), its exchange and re-
sponsible consumption with prolonged service life and the
possibility of recycling (circular feature).

Conclusions

Thus, the polemic of scientists on the problem of positioning
the concepts of circular economy and bioeconomy on the
way to the development of an integrating concept has
become a prerequisite for the study of convergent simi-
larity and divergent difference to argue the author's vision
of the framework of categories. The substantiation of the
need to combine concepts within which it is possible to
achieve maximum processing of organic materials, minimise

production waste and use available natural resources eco-
nomically allowed identifying the basic features of circular
bioeconomy and establishing complementary relationships
between them. Among the available characteristics, it is
worth highlighting the basic ones, in particular, economy,
environmental friendliness, innovativeness, and sociality,
which formed the basis of generic (economic) and general
(biological and circular) characteristics. This fact allowed
the author of this study to form the scientific interpretation
of the concept of “circular bioeconomy:, the basis of which
is economic activity with an emphasis on the biological
and circular aspect, which, unlike the previous definitions,
is interpreted as a set of social relations regarding the
production and distribution of products based on renewable
biological resources through biotechnological processes, its
exchange and responsible consumption with an extended
service life and the possibility of recycling.
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TepmiHonoriyHa nnatgopmMa AocCnigKeHHA LUPKYNAPHOT 6i0eKOHOMIKM

MapuHa IBaHiBHa flpemoBa

lNonicbkni HayioHaIbHUNA YHIBEpCUTET
10008, 6-p Ctapui, 7, M. XKutomup, YkpaiHa

AHoTauis. B yMoBax nocwieHHs I100aIbHUX €KONOTiYHMX BUK/IVKIB, IIOB’SI3aHNUX 3 aHTPOIIOT€HHUM AeCTPYKTUBHUM
BIUIMBOM Ha HaBKOJIMIIIHE IPUPOJHE CePefOBUILe, aKTYaTbHOCTI Ha0yBae 6i0eKOHOMIYHMUII HAIIPAM CTaJIOr0 PO3BUTKY B
[IO€/IHAHH] i3 3aMKHY TYM LIK/IOM BUPOOHUIITBA, PO3BUTOK IKOTO JACTH 3MOT'Y ITIOJO/IATY A1COATaHC eKOJIOT0-eKOHOMIYHOT
cHCcTeMN Ta MiHIMi3yBaTu HaBaHTa)XeHH:A Ha JOBKi/UIA. ToMy MeTOX HayKOBOTO IOCTIIPKEHHS € KOMIIJIEKCHUI pO3IJLAf,
IepefyMOB CTAHOB/IEHHSA KaTeropia/ibHOTrO anapaTy W0f0 IMOEAHAHHA 3€/IEHMX KOHIIENIIiN CTa/loro PO3BUTKY, 30KpemMa
OOIPYHTYBaHHA TEOPETUKO-METOONIOTIYHUX 3acaj iHTepnpeTalil IPUHIMIOBUX O3HAK LVPKYIAPHOI 6i0eKOHOMIKM
3a1y11 popMyBaHHA BIaCHOTO OadeHHs IIpoOrIeMaTuKy. MeTOR0IOriYHOI0 OCHOBOIO HOCTIIXKEHH € 3araJIbHOHAyKOBi Ta
CreliaJbHi METOAM TEOPETUKO-EMIIIPMYHOIO XapaKTepy, 30KpeMa iHJyKTUBHUM 1 NeNYKTUBHNI, €eBPUCTUYHUII METO,
rpadivynmii, aHamisy i cunTesy romo. Ha eMmipuyHoMy piBHI HayKOBOI'O HOCTIIKEHHS BUKOPUCTOBYETHCA OIMCOBMIL,
TIOPIiBHANBHMII Ta METOJ] CIOCTepeXEeHHs. leopeTWYHMiT piBeHb HayKOBOI'O JOC/I/DKEHHS OXOIUIIOE iCTOPMYHUIA,
abCTpaKTHO-IOTiYHMIA, TIIIOTe TUYHMIL, MeTOR (popMati3aliil AK IPOsB JIOTIYHOTO MIUC/ICHHA Ta TEOPETUYHE y3araJbHeHHA
W1 cOpMY/IIOBAHHA MiICYMKIB IIPOBEEHOTO TOCTIIKEHHA. Y CTATTi CUCTeMaTU30BaHO JYMKM IIPOBiJHIX HayKOBIIB
I[OJIO ITO3NUIIIOHYBAaHH: IMPKYIAPHOL Ta 6i0€KOHOMIKM, BMOKPEM/IEHO CXOXKOCTi Ta BIIMIHHOCTI B IIpolleci HO€fHAHHA
KOHILIETIIiif, iffeHTrndikoBaHO NPUHIMIIOBI POMOBI Ta BUIOBI IX O3HAKM, BCTAHOBIEHO KOMIUIEMEHTAPHI B3a€MO3B’ I3KI
311 TeHepyBaHHA aBTOPCbKOI mosuuii Ta ¢OpMYTIOBaHHA BIACHOTO OadeHHSA MPOOIeMAaTMKM UIMPKYIAPHOL
6ioexoHoMikM. [TpakTUyHa LiHHICTb IPOBELEHOI0 FOCTIIKEHHA O/IATAE Y HAYKOBOMY OOIPyHTYBaHHI TepMiHOMIOTi9HO]
w1aThopMI IIpoOIeMaTUKI HUPKYIAPHOL 6ioekoHoMikM. [TofanbIui fOCIipKeHHA HallileHi Ha po3poOKy KpuTepiaIbHNIX
XapaKTepUCTYUK PeryIToBaHHA 610eKOHOMIYHOI CHCTEMM 3 IIOA/IBIIOI0 allpOballi€lo pe3y/IbTaTiB

KnioyoBi cnosa: KOHIENIiA, IMPKYIApHA €KOHOMIKa, 6i0eKOHOMIYHA MOJIE/b, KOHBEPIeHTHa CXOXICTb, AVBEPreHTHa
BifIMiHHICTb, IPMHIUIIOB] O3HAKN
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Substantiation of an economically feasible option for ordering unmanned...

Introduction

In recent times, in the context of a significant increase in
funding of the Armed Forces of Ukraine [1-4], of particular
relevance is the issue of reasonable distribution of budgetary
funds between contractors and the leadership of the Armed
Forces (AF) - budgetary units. The tasks of the department
for the organisation of rational spending of financial re-
sources by the relevant authorities have been repeatedly
mentioned in state and departmental regulatory and exe-
cution documents [5-12]. There is a certain practice in the
headquarters of multi-stage executive decision-making to
justify the cost indicators when contracting orders. However,
this practice is mainly based on many years of empirical
experience of data preparers and final decision makers and
therefore depends largely on the human factor. Therefore, the
issue of improving the data origination for decision-making
to rationally use the limited budgetary resources is relevant
and has not only departmental but also state importance.

Issues of state importance of reasonable and rational
spending of limited budgetary financial resources for the
Armed Forces of Ukraine are stated not only in the above
Ukrainian regulations and policy documents [13-15]. These
issues are also considered in scientific and professional envi-
ronment in recent years in the works of Ukrainian scientists.
V.P. Horbulin [16], .M. Ivanova [17], I.V. Pavlovsky, I.B. Chep-
kov, VK. Borokhvostov, I.V. Borokhvostov, O.M. Ryabets [18],
B.O. Demidova, O.P. Korosteleva [19]. The foreign experts [20-
22] also considered the issue of pricing and cost savings at
the stage ordering products, but the authors do not always
take into account the volume and timeliness of production.
Current views on the importance of the price factor in world
and Ukrainian arms trade and changes in approaches to
pricing of defence products are systematically considered at
the political, expert and scientific levels. In particular, in the
materials of the “Defence enterprises League of Ukraine’,
which unites more than 120 privately owned enterprises
and is the vast majority of the defence-industrial complex
of Ukraine [23-26]. In addition, as of the end of 2020, the
League's enterprises fulfilled two thirds of the state defence
order (SDO).

The military administration understands the impor-
tance of the problem of economical use of financial resources
when placing orders to meet the needs of the Armed Forces.
The solution to the problem mainly represents the constant
improvement of practical experience based on the analysis
and overcoming of the identified shortcomings, at the stage
of individual scientific developments. This requires the de-
velopment of simple, not cumbersome scientific approaches
for use in the daily practice of troops.

The purpose of the study is to develop a practical
approach to the choice of options for ordering UAVs for
combat use in joint aviation groups, while saving the financial
resources of the customer and minimising the risks of its
cost overruns when making management decisions.
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Methodological Framework

When making management decisions on the placement
of SDO there is a need to assess the most economically
feasible options for placing orders between several potential
contractors to save budgetary funds and prevent (minimise)
possible risks of exceeding costs. For the public contracting
authority, savings are a certain analogue of increasing profits
for a commercial customer. That is, there is a need to assess
(forecast) the consequences of successful or unsuccessful
selection of possible options for placing an order. This, in
turn, leads to savings or to an excess of expenditures of the
state customer — budgetary funds. One approach to solving
such a management problem may be to use a statistical
method of quantitative risk analysis. This method involves
analysis of the statistics of savings (profit) in management
decisions to determine two indicators:

1) the probability of obtaining the result, i.e. — savings
(profit);

2) the risk of not obtaining the result, i.e. - the expected
(projected) savings.

For its part, the magnitude of the risk of not receiving

the expected savings is measured by two indicators:

1) the average expected savings;

2) fluctuations (variability) of the possible result, i.e. -
possible savings.

The average (arithmetic mean) expected value of
the savings is related to the uncertainty of the result — the
possible savings. It is defined as the weighted average of
all possible savings E(x), where the probability P of each
individual result (individual component of savings) is
used as the frequency or weight (weighting factor) of the
corresponding value x of the individual result. In general,
this can be written as follows (Eq.1):

E(x)=Px+P,x,+.+P x+.+P x (1)

where: x, - the size of a separate component of savings
during the implementation of a measure i (i = 1,..., n) from
the group of measures n, UAH.; P, - the probability of the
measure i.

Results and Discussion
Assume that SDO requires 200 unmanned aerial vehicles
(UAVs). Due to a number of factors, such as limited produc-
tion capacity of potential contractors, short deadlines due to
the immediate need of the UAV, problems with order payment
and other factors, it is not possible to place an order to the one
contractor. However, there is an option to distribute the
order between the three potential contractors. Preliminary
agreements have been reached with each of the possible
contractors, which will assist the customer in the emergence
of certain savings of financial resources — budgetary funds.
There are two possible options for placing a SDO between
three contractors. Each of the options differs in the number
of UAVs acceptable for the manufacture and the amount of
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possible savings for the customer. It is necessary to choose
a more economical and less risky option for the customer
to place a SDO.

If the expected levels of savings from each contractor
are well known and can be measured in monetary terms
when deciding on the choice of contractors and the number
of UAVs to be ordered. The final results of the savings can
be calculated as a certain sum of expected levels of savings
from each contractor. At the time of deciding on the choice
of contractors and the number of UAVs to be ordered,
the levels of savings can be defined not as accurate but as
possible, i.e., as probable. Thus, probabilistic approaches
to assessing the situation can be applied to quantitatively
substantiate the decision on the order.

Option 1. According to this variant of distribution
of SDO between contractors it is supposed that 90 units of
UAVs from 200 are ordered to one contractor, with savings
of 20 thousand UAH on each UAV (probability of savings -
90 : 200 = 0.45). The second contractor is ordered 60 units
of UAVs out of 200, with savings of 25 thousand UAH
on each UAV (probability of savings — 60 : 200 = 0.30).
The third contractor is ordered 50 units of UAV's out of 200,
with savings of 30 thousand UAH for each UAV (proba-
bility of savings - 50 : 200 = 0.25). The average expected
value of savings per UAV unit for the first option of order
distribution between the three contractors is:

E(x) = 20.0%0.45+25.0x0.30+30.0x0.25 = 24 ths. UAH.

Option 2. According to this variant of SDO distribu-
tion, 95 UAVs out of 200 are ordered to one contractor, with
savings of 19 thousand UAH on each UAV (probability of
savings — 95:200 = 0.475). The second contractor is ordered
55 units out of 200, with savings of 22 thousand UAH on
each UAV (probability of savings — 55 : 200 = 0.275). The
third contractor is ordered 50 units out of 200, with savings
of 32 thousand UAH on each UAV (probability of savings -
50 :200 = 0.25). The average expected value of savings per
unit of UAVs in the second option of the order distribution
between the three contractors is:

E(x) =19.0x0.475+22.0x0.275+32.0x0.25 = 23.075 ths. UAH.

The average value represents a generalised quan-
titative characteristic and does not allow making a final
decision in favour of one of the considered options for the
distribution of orders. For the final decision it is necessary
to estimate fluctuations (range of deviations, variability) of
indicators, i.e., to define a measure of fluctuations of possible
result, i.e., — savings. The fluctuation of the possible result
is the degree of deviation of the expected value of the result
from its average value. To determine it, usually the variance
or standard deviation is calculated. The variance is the
weighted average of the squares of the deviations of actual
values of the results from their average expectations (Eq. 2):

, Tx-1)%A
==t @
where: 0? — variance; x — expected value for each case of
observations; X — expected average (arithmetic mean) value;
A - frequency of cases or the number of observations.
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For the case under consideration, x - expected value,
and X - average expected value of savings for each UAV
from the selected order placement option; A — the number
of UAVs selected for the order of each of the performers for
a particular order. The standard deviation is determined by

the equation (3):
X(x—x)%A
=T34 )

The variance o” and the standard deviation o are
measures of absolute oscillation. They are measured in the
same units as the changeable subject. For the given example
the changeable subject — savings (profit) of the contractor in
UAH for the UAV unit. To analyse the degree of deviation
of the expected value from the average value, the variation
coefficient (the ratio of standard deviation to the expected
average value) (Eq. 4):

=Z.100
V=7 (4)

where: v - variation coeficient, %.

In general, the coefficient of variation allows com-
paring features that fluctuate and have different units of
measurement. The larger the variation coefficient, the stronger
the fluctuation; in the second example - savings, that is,
the greater the risk in obtaining the expected savings. Using
the statistical method of quantitative risk analysis, the
following estimates of the variation coefficients have been
established:

— up to 10% — weak fluctuation;
—10...25% - moderate fluctuation;
— over 25% - strong fluctuation.

For this instance, the standard deviation (SD) of the

savings is equal to:
« for the I option of distribution of the order between
three contractors:
(20-24)*90+(25-24)60+(30-24)50 _ 165 1 UAHL,
200
0, =16.5 = 4.06 ths.UAH ;
« for the 2" option of distribution of the order between
three contractors:

0% = (19—23.075)2-95+(22—23.0273())2-55+(32—23.075)2-50 =28.12 ths.UAH

2 _
o) =

0,=+/28.12 = 5.3 ths.UAH.
Coeflicient of variation (risk factor):
« for the option 1: v = (4.06+24)x100 = 16.9%;
» for the option 2: v,= (5.3+23.075)x100 = 22.9%

That is, for the initial conditions of both possible
options for placing an order, the variation coefficients are in
the range of values of moderate fluctuation. However, the
variation coefficient of the savings, during the distribution
of SDO between three contractors, in option I is less than
in option 2. Therefore the 1* option of distribution of orders
is less risky and more expedient. In general, for option I,
two factors are more positive: a higher average value of
expected savings and a lower risk of obtaining savings
compared to option 2. Using the variation coeflicient to
determine the lower and upper limits of deviation of the
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expected savings from its average value for comparable
options for SDO distribution, the following figures are
obtained in thousands of UAH for one UAV unit (Table 1).

Absolute average and threshold values of expected
savings for possible options for placement of SDO indicate
the priority of option 1 over option 2. For clarity, the final results
of the calculations can be summarised in a comparative

table of possible options for SDO placement to substantiate
the economically priority option. This approach can be used
in the presence of more than two alternative options for the
distribution of orders (Table 2) and for more than three
potential contractors. For orders of more expensive objects
and for bigger budget allocations the units of measurement
can be not thousands, but millions of UAH.

Table 1. Determination of the lower and upper limits of deviation of the expected savings from its average value
for the options for SDO distribution

The lower limit of

Option of order

The average value of the The upper limit of

distribution expected savings expected savings expected savings
1 19.94 24 28.06
2 17.8 23.07 28.35

Potential contractors for SDO

Table 2. Comparative table of possible options for placement of SDO and substantiation of the priority option

Indicators of quantitative analysis of savings for different

[
[ ) q
o -g I options for SDO placement (per order unit)
=
35
£ 5 o = 0 = 0 i > “— ) o
28 £ E £ £ £ o S g o = o
== 5 3 § 3 5§ 3 5T 8 e 9, 5L BT So
Q‘g I o . ] - 7] d)g g = -go\. 8% 8§ ®
Qct g T T g s g T 37 ST ® @ & > 2= a8~ 29t
(2] 3 = o < = o < = o < (U-g © < S £ Q0 M—_g '4—_2 a o
= B ] °s ] °s ] oS == =) - 8o ©of o= e+ E
28 5 8y 5 g4 5 84 %4 B4 3 s 2y 24 S0
SHE iz a2 = a2 < a2 8o o< BO G ® Eo Eo 25
Lo o &5* o 5* o 3+ 5 £ o+ s 2 =9 =g =g £2a
2 3 2 c 2 c = c >3 S T 8% S =S o5
- £ — £ - £ — I © o c > = O [ [T = 6
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= = n z » 2 » > (7] 3 =)
1 90 20 60 25 50 30 24 16.5 4.06 16.9 19.95 28.06 1
2 95 19 55 22 50 32 23.07 28.12 5.3 22.9 17.8 28.35 2
Conclusions

An approach to the estimation of possible options for the
placement of SDO for the products of industrial enterprises
has been considered. It can be viewed as an additional
technique for substantiation of a choice for the Customer
of the most economic and least risky variant. Furthermore,
the proposed approach does not cancel or replace the
existing rules of preparation for contracting orders. At the
same time, it does not contradict sustainable approaches
and can be used as an additional mechanism of preliminary
study by the Customer of the conditions on the market of
production offers. If necessary, it can be used as one of the
final measures in preparation for the final decision on the
distribution of the order. In addition, the proposed method

is quite appropriate in terms of short deadlines and low
production capacity of the necessary defence products, it
allows avoiding non-supply during the active phase of the
armed confrontation to replenish the forces and means of
the Armed Forces.

Further development of the proposed approach may
be associated with the formalisation of it as an algorithm
and development of software for the generation of a final
comparative table of possible order options. Thus, a source
of initial reference information (databank) on production
programmes and production capacities of contracting en-
terprises with a certain nomenclature and range of products
that the customer needs can be created.
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O6I'pyHTYBaHHSA €KOHOMIYHO A0LLiJIbHOro BapiaHTy 3aMOBJIEHHS
6e3ninoTHUX NiTanbHUX anaparTiB ANA CNiNbHUX aBiaLiiHUX rpyn

Bonogumup BikTopoBuy NepacumeHko, KOnis OnekcaHgpisHa Jlyymk,
OnekcaHgp MukonaiioBuy [JemeHeB, Bonogumup IBaHoBnY MipHeHKo

HavioHanbHuii yHiBepcuTeT 060pOHM YKpaiHu iMeHi IBaHa YepHsXOBCbKOro
03049, npocn. MNMoBiTpognotcbkui, 28, M. Kuis, YkpaiHa

AHOTaUif. Y cTaTTi IPOIOHYETbCA pillleHHA OFHIET 3 Ipo6IeM, 10 BUHMKAE Y IIOBCAKEHHII IPaKTULIi KepiBHOTO CKIaly
36portaux Cn ta MiHicTepcTBa 000poHN Ykpaluu — pO3NOPASHMKIB KOIITIB ITiff Yac IPUITHATTSA yIPaBIiHCbKUX PillleHb.
AKTya/IbHICTD JOCIPKEHHA NOJATAE y BU3HAYEHHI MeXaHi3MiB IIBYMJKOTrO IMOINOBHEHHS BTPAaT 0OOPOHHOI IPORyKIii
3aBJIAKY 3aBYaCHOMY PO3IIOAIIEHHIO 000POHHOTI0 3aMOBJIEHHS Cepef] BUPOOHNUKIB i3 3a0IaKeHHAM OI0>Ke THIX KOIITIB.
Merta crarti nonArana y pospoO/ieHHi Half6ibll eKOHOMHOrO (3aOLa[/IBOTO) BapiaHTY pO3MillleHHS 3aMOBJICHHA
MDXK JeKiIbKOMa IOTEHI[iIHMMM BUKOHABLAMM i3 3aBJaHHAM €KOHOMil OIOKeTHUX KOILUTIB, MiHiMi3al[ii MOX/IMBMX
PM3MKIB i3 IepeBUIEHHS BUTPAT 3aMOBHMKA Ta OpraHisanii paljioHanbHOro BuTpadaHHA ¢iHaHCOBOro pecypcy. s
PO3B’A3aHHA Ipo6/IeM 3aIIPOIIOHOBAHO IIAXiJ i3 BUKOPUCTAaHHAM CTaTUCTUYHOIO METONY Ki/IbKiCHOTO aHali3y pU3MKiB
Ha IIi/ICTaBi BM3HA4YE€HHSA [BOX IIOKAa3HMKIiB: IMOBIPHOCTI OTPMMAHHSA €KOHOMIl Ta pM3MKY HEOTPMMAaHHS OYiKyBaHOI
exoHoMil. HaBemeHo mnpukiajZ, BUMKOPUCTAHHA 3allpOIIOHOBAHOTO TiJXOAYy MAAA ABOX aNbTePHATMBHMX BapiaHTIiB
PO3MillleHHA 3aMOBJICHHS Oe3IJIOTHMX JiTaIbHUX alapaTiB UIA CTBOPEHH: CIUIPHMX aBiallilfHMX Iyl MDK TpboMa
MOTEH{THMMM BUKOHABIAMY. 3allpOIIOHOBAHMII MeXaHi3M 3Be[leHH: PO3PaXyHKIB y MiICYMKOBY TaO/IMIIIO, IPUITHATHY
IJIA aHa/li3y Ta NMPUIHATTA OCTATOYHOTrO pillleHHA Y JIaHLi YIPaBIiHHA LIOf0 3aMOBIeHb Npopykuii. Ha BigMiny Bif
IiJXO/iB, 10 BUKOPUCTOBYIOTHCA Y KpalHaX i3 POSBMHEHOK €KOHOMIKOIO, Y 3alIpOIIOHOBAHOMY IIiIXO/Ii BPaXOBYIOThCSA
MOXX/IMBOCTI BUPOOHMKA W00 00CAriB BMPOOHMITBA IPOAYKIII Ta CTUCTICTb TepMiHIB BMIOTOBJEHHS IPORYKIii
000pPOHHOTO XapaKTepy. 3a3Ha4eHO, 10 PO3IJLAHYTIIL MifIXify MOXke 6yTU BUKOPUCTaHMII i 3a HAABHOCTI OLIBII HDK ABOX
aJIbTepHaTVMBHUX BapiaHTiB PO3IOAITY 3aMOBJIEHb Ta JIA OLIbII HK TPHOX IOTEHII/IHIX BUKOHABLIIB 3aMOB/ICHHSA

KntoyoBi cnosa: ouikyBaHe 3Hau€HHSA €KOHOMii, iMOBiIpHICTb €KOHOMii, pM3MK HEOTPMMAHHA €KOHOMii, KOMMBaHHA
MO>X/IBOI eKOHOMil, KoediljieHT Bapianii ekoHOMii
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Abstract. The division of the regions of Ukraine into “red”, “orange”, “yellow” and “green” zones are the consequences
of the differentiated regional impact of the pandemic caused by the COVID-19 virus, but the reasons for such different
vulnerabilities have not been clarified yet. The purpose of the study is to construct a system of regression equations
containing implicit variables that are common characteristics of industries and help to analyse relationships in a complex
system. The methodological tools of the study were: review of current scientific trends using VOSViewer 1.6.10, the main
component method, which allows selecting the most significant factors and model with structural equations that reflect
the relationship between the three areas of activity. 25 oblasts of Ukraine were selected as the object of the study, since they
have different levels of vulnerability to the pandemic and can become a model for studying the regional differentiation of
any country. The study presents the results of an empirical analysis of the structure of three areas of activity of the country.
Modelling of structural equations to establish the relationship between the factors of vulnerability of the regions of Ukraine
from the COVID-19 pandemic, the environmental state and the state of readiness of the medical system is carried out.
It is theoretically substantiated that there is a direct connection between the studied areas: environmental, medical and
epidemiological, and that deterioration in one industry leads to deterioration in another. The results obtained prove that it
is possible to influence the differentiated course of the pandemic, but not after the event. A consistent increase in funding
from the state budget for healthcare would have a greater effect, with sufficient financial support for environmental
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Introduction

The pandemic caused by the SARS-CoV-2 virus in China in
2019 forced a change in the direction of scientific thought
and re-assessment of human values. In Ukraine, the first
patient was identified on March 3, 2020, and as of April 6,
2021, 13,398 new cases were registered per day. Regional
differentiation is of interest for the study, for example, 51,
99 and 85 new cases of the disease were registered per day
in Chernihivska, Kirovohradska and Ivano-Frankivska
Oblasts, respectively, but in Odeska, Lvivska, and Kyivska
Oblasts there were 1,436, 1,105 and 1,432 new cases, respec-
tively [1]. It is inappropriate to look for reasons in social
behaviour, because such differentiation occurs within the
same country, with the same mentality, culture, and social
habits. The disease affects different people in different ways,
for some it passes in a mild form, and for others hospital-
isation with artificial lung ventilation is necessary. The pan-
demic also revealed weaknesses that existed in the medical
sphere of any country or region, and pointed out the lack
of provision of medical institutions to counteract the large
influx of patients.

In order to counteract the consequences of the pan-
demic, the government of Ukraine has allocated additional
funds for the healthcare sector, compared to previous years,
2.7 times more funds were allocated in 2020 compared to

2019 [2]. In general, there is a tendency to increase state
budget expenses on healthcare during 2016-2021, which
is a positive indicator of the government's attitude to the
health of its citizens. In contrast to the healthcare sector,
spending on the environmental sector during this period
has decreased in dynamics, compared to 2016, the volume
of spending decreased by 25% compared to 2020. The gen-
eral trend of reducing funding for environmental protec-
tion with increased emissions into the air and water has
a negative impact on the overall state of public health of
citizens, which negates the increase in spending on health-
care that fights the consequences of poor ecology, viruses,
bacterial diseases, etc.

The pandemic situation in Ukraine has revealed low
financial security of most primary and secondary health-
care institutions and other unresolved problems related
to the redistribution of funds between industries. That is
why there is an urgent need to develop methodological ap-
proaches for choosing strategic decisions in the context of
budget allocation among industries, taking into account
the difficult epidemiological situation. Therefore, with the
spread of the disease, there are more and more questions in
the scientific community to which there is no clear answer.

Table 1. Expenditures from the state budget of Ukraine in the field of health and environmental protection, mln. UAH
for 2014-2021

Environmental

protection % of total expenses Healthcare % of total expenses
2014 2597 0.60% 10580.8 2.46%
2015 4053 0.70% 11450.4 1.98%
2016 4771.6 0.70% 12456.3 1.82%
2017 4739.9 0.56% 16729.1 1.99%
2018 5241.2 0.53% 22617.9 2.29%
2019 6316.2 0.59% 38561.6 3.59%
2020 6636.8 0.52% 124925.3 9.70%
2021 (by 1.04) 846.3 0.31% 34693.7 12.57%

Source: compiled by the authors based on [2]

The purpose of the study is to establish causal rela-
tionships between the environmental sphere, the readiness
of medical institutions to receive a large number of patients
and the vulnerability of Ukrainian regions to the COVID-19
pandemic.

This objective made it necessary to solve the
following tasks:

— to form the optimal composition of indicators by per-
forming the method of principal components, which can
best describe the variability of such latent variables as ecology,
medicine, and vulnerability of regions to the consequences
of a pandemic;

— to develop a methodology for modelling structural equa-
tions of regional indicators of vulnerability to COVID-19,
environmental status and readiness factors of the medical
system;

— to study the relationship between the above factors, to
establish the adequacy of the existing relationship;
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— to assess the level of dependence of the studied pa-
rameters on each other.

Literature Review

The SARS-CoV-2 pandemic has forced a large number of
scientists around the world to change the vector of scientific
research. For example, the authors [3] investigate the causal
relationship between a pandemic and environmental emis-
sions through the introduction of quarantine restrictions in
many countries around the world. The authors [4] are look-
ing for causal links between the deterioration of people's
psychological health and the pandemic. Researchers [5]
proved a direct relationship between the state of atmospheric
air pollution with solid particles and the risk of severe conse-
quences of COVID-19, by performing the Poisson regres-
sion. The authors [6] proved that the severity of the disease
in the first stages is directly proportional to the state of air
pollution with solid particles, which negatively affects the
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human respiratory system. Therefore, indeed, many scientists
have theoretically substantiated the relationship between
the ecology of the region and the vulnerability of the pop-
ulation living there.

Regional differentiation was also considered in [7],
the authors investigated mortality from COVID-19, identi-
fying seasonal fluctuations in the context of one country, in
order to predict the next waves of diseases. Researchers [8]
have proposed models that offer an effective measure to
prevent the spread of the disease while there is no herd im-
munity caused by vaccination. Scientists [9] used regres-
sion-correlation analysis to search for a link between the
socio-economic vulnerability of the population, which is
built based on the age structure of citizens, income level
and commitment to maintaining social distance and the
pandemic. In [10], the risk of a stock market collapse is
analysed due to the growth of morbidity in the world and
this dependence is theoretically substantiated. The team of
authors [11] analyses the differentiated course of COVID-19
disease, and examines the cause of opioid use and race and
ethnicity. The study [12] constructed a forecast of the course
of the pandemic, taking into account the possible number
of infections that are asymptomatic, because they further
affect the prevalence of infection, due to their invisibility.
Thus, a large number of studies are focused on finding
causal relationships between the consequences of the pan-
demic on other areas of people's lives, apart from the dete-
rioration of well-being.

The central place in many studies is occupied by the
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healthcare sector, which is first to accept negative con-
sequences and is a litmus test of humanity's readiness to
counteract the epidemic. Thus, in the study [13], the au-
thors put in the first place the problem of medical per-
sonnel who are most likely to become infected and solve
the problem by asynchronising the work of doctors. The
researchers [14] made a detailed bibliographic description,
in which the main subject is medical personnel, and es-
pecially nurses. The authors [15] developed an algorithm
based on the Markov chain Monte Carlo to facilitate the
systematisation of patient calls depending on the diagnosis
of acute respiratory diseases in order to protect, first of all,
medical personnel.

The analysis of scientific publications confirms
that this topic related to the global pandemic, its causes,
consequences and ways to overcome it is relevant. The
VOSViewer 1.6.10 software was used to systematise and
visualise case studies related to the concept of COVID-19.
In Figure 1, 5 clusters of different colours and sizes are
highlighted. The first group (Red) is associated with a person,
social consequences, the occurrence of depression, cultural
transformations, education. The second group (Green) is
associated with healthcare, mutation, genetics, that is, the
root cause of the virus. The next group (Blue) combines
medicine, pharmacology, and ecology. The Yellow group
indicates changes in the demographic structure of society,
the quality of the air, and overall mortality. The Lilac group
focuses on climate, tourism, and combines research metrics
for research.
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Figure 1. Distribution of the concept of “COVID-19” and related terms in publications was built using
the VOSViewer 1.6.10 software

Figure 2 shows a diagram indicating the frequency
of mention of the term “COVID-19” in scientific papers
of different countries. The leaders are undoubtedly the
United States, Great Britain, China, Canada and Italy. These
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countries are among the top-10 countries [1] affected by
the pandemic, which is the reason for such interest among
the scientific society.
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Figure 2. The territorial distribution of the use of the concept of “COVID-19” and related terms in publications is
constructed using the VOSViewer 1.6.10 software

Materials and Methods

To achieve the purpose of the study, the following sequence
of actions was chosen: collecting and analysing statistical
data reflecting implicit variables — ecology, medicine, and
vulnerability to the pandemic; conducting a method of prin-
cipal components to select the most influential indicators;
normalising data to minimise a large range of input data;
conducting causal modelling with structural equations and
checking the adequacy of the constructed model.

Stage 1. Collection and analysis of statistical data.
24 oblasts of Ukraine and the city of Kyiv were selected as
the object of the study. At this stage, the identification of
indicators that were most likely able to characterize the
state of the environment (12 indicators) was carried out: costs
and capital investments for environmental protection, the
volume of waste generation, its disposal and incineration,
emissions of pollutants into the atmosphere from mobile
and stationary sources of pollution, carbon dioxide emis-
sions, the volume of waste accumulated during operation
in specially designated places [15]. The state of readiness of
medical institutions was characterised by such indicators
(11 indicators) [16] as the number of hospitalisations and
contracts for medical services for the population under the
programme of medical guarantees, the number of beds for
hospitalisation and the volume of infectious diseases from
them, the number of medical teams, infectious diseases
specialists, anaesthesiologists, internists and junior medical
personnel, the number of pharmacies that are places of the
release of medicines by electronic prescriptions under
the government programme “affordable medicines” The
number of infected people (C_zahv), deaths (C_pomerlyh),
and infectious beds occupied by patients with COVID-19

(C_lizhka) was selected as indicators of regional vulnera-
bility from the pandemic [1].

To perform modelling with structural equations, a
small number of explicit variables are used to form latent
variables of a certain sphere of complex state structure.
Therefore, a selection was made among a large number of
obvious environmental and medical factors.

Stage 2. Factor analysis for selecting factors. Within
the framework of the multivariate model and the absence
of an explicit exogenous variable, the principal component
analysis was performed to identify the indicators that most
effectively demonstrated the variability of the entire struc-
ture. Eigenvectors and corresponding values were found to
identify the least necessary number of variables that most
fully characterised the medical and environmental spheres.
The Principal Components & Classification Analysis mod-
ulein STATISTICA software is used. Table 2 shows the result
obtained when using the algorithm for constructing princi-
pal components. The first column indicates the number of
factors that correspond to the component, that is, according
to the Kaiser criterion, three indicators were selected for
the study, for which the eigenvalue is greater than one, that
is, it explains more than one variable. As a result, 88% of the
total variance was explained by three variables: the number
of contracts for medical care for the population under the
medical guarantee programme (M_medgar), the number
of anesthesiologists (M_anest) and the number of intensive
care beds (M_lizhka). For environmental factors, two fac-
tors were selected in a similar way: emissions of carbon
dioxide (E_diox) and pollutants from mobile sources of
pollution (E_vykydy) into the atmosphere.

Table 2. Eigenvalues of vectors of 11 indicators of the medical services sector

Eigenvalue Cumulative eigenvalue Percentage of cumulative variance
1 7.369417 7.36942 61.4118
2 1.734243 9.10366 75.8638
3 1.451868 10.55553 87.9627
4 0.938864 11.49439 95.7866
5 0.229066 11.72346 97.6955

Source: developed by the authors
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Stage 3. Data normalisation. To perform modelling
with structural equations, data normalisation is performed
through a large data span (1):

P = Xmax — Xmin (1)
where x - the highest value of a row of 25 oblasts of
Ukraine, x . - the lowest value of a row. Next, the study

considers the minimax normalisation of data (2), which
reduces all values to a range [0;1], where the value 1 - cor-
responds to x_, and 0-x . while the general trend and

variability of values are not lost.
x' = 2 min 2)

This type of normalisation allows not losing the vari-
ability of factors and easily interpreting the results of the
study, taking 1 for 100 %.

Stage 4. Modelling with structural equations. Hav-
ing three groups of indicators: regional vulnerability to
pandemic (Cov), environmental sphere (Eco) and readiness
of medical institutions for a large influx of patients (Med),
a system of simultaneous equations is used to describe a
complex system and build causal relationships. The Cov index
is chosen as an exogenous variable, and the general form
of a system of structural equations is determined, which

contains three latent variables that characterise the sphere
as a whole and eight explicit independent variables and con-
sists of nine linear equations (3):

( Ciizn = a;Cov + 04,
Cuany = a;Cov + 0,,
Cpomert = azCov + 05,
Eyyx = agEco + €,
Egiox = asEco + &, 3)
Mineagar = asMed + €3,
Mgnest = a;Med + &4,
Miiznka = agMed + &5,
Eco = agCov + z4,
Med = a,qCov + a,1Eco + z,.

where a,, i=1..11 - the unknown coeflicients,d , .z, ,, €, , -
model errors and the free coefficients of the corresponding
equations of the system of structural equations. Figure 3
shows a scheme of simultaneous equations in the form of
the classical Lister Karl Joreskog model, consisting of three
smaller composite models, but the greatest weight is the re-
gression relationship between ecology (Eco), medicine (Med),
and pandemic (Cov).

C_lizhka C_zahv C_pomerl
Ecology Medicine \
E_vykydy E_diox M_medgar M_anetes M_lizhka

PGS

SO GD OO

Figure 3. General scheme of the structural equation model for studying the relationship between the development of
medical, environmental state and regional vulnerability to the pandemic

Source: developed by the authors

Results and Discussion
The study uses 8 explicit variables, the relationships between
which are quite complex. By constructing implicit (latent)
variables that characterise the entire sphere completely, it
is possible to find connections between hidden variables.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 123-130

Explicit variables will be considered the consequences of the
complex influence of latent ones, assuming the presence of
errors. Using the above algorithm, the solutions of system (3)
are found, which are represented in system (4):

1) Cyipn = 0,212Cov + 0,014,
2) Cyany = 0,222Cov + 0,029,
3) Cpomert = 0,231Cov + 0,001,
4) Eyyryay = Eco + 0,018,
5) Egiox = 0,552Eco + 0,07, (4)
6) Mpmeagar = Med + 0,028,
7) Mgpese = 1,089Med + 0,024,
8) M,;,, = 1,096Med + 0,013,
9) Eco = 0,19Cov,
\10) Med = 0,222Cov + 0,496Eco + 0,001.

o
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The assessment of the obtained parameters allows
for the conclusion that the increase in the level of vulnera-
bility of the region from the pandemic by 1% corresponds
to an increase in the number of beds occupied by patients
with COVID-19, the level of morbidity and the number of
deaths from this disease by 0.21, 0.22, and 0.23%, respec-
tively. The obtained regression equations show that all three
indicators uniformly characterise regional vulnerability to
the pandemic. The fourth equation of system (4) indicates
that the state of the ecological sector of society is directly
proportional to the indicator of the amount of emissions into
the environment from mobile sources of pollution with a
coefficient of 1. Environmental degradation in the region by
1% corresponds to an increase in carbon dioxide emissions
by 0.55 %. The sixth equation shows a direct proportional
relationship between the improvement in the state of
readiness of medical institutions to receive patients and the
increase in the number of contracts for medical care of the
population based on medical guarantees. A 1% increase in
the quality of medical services corresponds to an increase
in the number of anaesthesiologists and the number of beds

by 1.1% at the same time. The ninth and tenth equations of
system (4) describe the relationship between implicit variables
and describe a direct proportional relationship between all
the areas considered. The deterioration of the situation with
the pandemic by 0.19% follows from a decline in the en-
vironmental situation in the region by 1%. In the event of
an increase in vulnerability to COVID-19 by 0.22 %, and
the environment by 0.5%, the burden on the medical sector
would increase by 1%.

Among the found coeflicients and free terms of the
regression equations of system (4): 18 out of 21 have sig-
nificant t-statistics (p<0.05). To assess the quality of model
fitting, the reflector matrix (5) was used, which is the differ-
ence between covariance matrices based on empirical data (1)
and theoretical (R) of dimensions 8x8, because it can only
be constructed for explicit variables:

e=I—-R (5)

The reflector matrix value should be contained
within [-1;1], Table 3 shows the average absolute real value, not
counting the diagonal zero values of 0.21, is close enough to
zero and indicates that the model is resilient to scale changes.

Table 3. Reflector matrix - the value of differences between the empirical and theoretical values
of the constructed model

E_Vykydy E_Diox M_MedGar M_Aneste M_Lizhka C_lizhka C_Zahvor C_Pomerl

E_Vykydy 0.000 -0.134 -0.066 0.534 -0.041 0.305 -0.575 -0.018
E_Diox -0.034 0.000 -0.312 0.148 -0.039 0.077 0.131 -0.004
M_MedGar -0.059 -0.761 0.000 0.247 -0.058 0.111 -0.202 -0.007
M_Aneste 0.371 0.443 0.285 0.000 -0.067 -0.263 0.215 -0.026
M_Lizhka -0.068 -0.162 -0.125 -0.126 -0.000 -0.225 -0.341 0.072
C_lizhka 0.391 0.390 0.209 -0.489 -0.260 0.000 0.613 -0.024
C_Zahvor -0.345 0.309 -0.197 0.169 -0.170 0.287 -0.000 0.006
C_Pomerl -0.224 -0.186 0.053 -0.309 0.560 -0.231 0.120 -0.000

Source: developed by the authors

After analysing the final statistical indicators, it is
concluded that the constructed model (4) is adequate. The
Maximum Residual Cosine indicator is zero, which means
that the iterative process converged successfully, and the
number of iterations performed is 11. The ICSF Criterion
and ICS Criterion tend to zero, which indicates that the
model is resistant to multiplication by a constant scale mul-
tiplier. The indicator x*=44,119 is greater than the corre-
sponding Tabular value of 28.9, with 18 degrees of freedom
at the significance level of 0.05. Therefore, this relationship is
not random and the results of the model can be considered.

The level of p=0.001<0.05 and RMS Standardised Residual
0.085<0.1, which also confirms the adequacy of the con-
structed model. The study also analyses the measures of
non-central trends in the constructed model (Table 4),
indicating the degree of adequacy of the model based on
non-central statistics y* and indicating the lower and upper
limits of the confidence interval, as well as a point estimate
of the indicator. The non-central distribution parameter, the
Stinger-Lind's index, the Macdonald non-centrality index,
and the Gamma indices went beyond the norm, which in-
dicates a low quality of fitting this model.

Table 4. Non-central trend indexes for checking the quality of the constructed model

Lower limit (90%)

Point estimation Upper limit (90%)

Non-centrality parameter 0.244 0.823 1.724
Stinger-Lind's index 0.116 0.214 0.309
McDonald's non-centrality index 0.422 0.663 0.885
Gamma distribution index 0.699 0.829 0.943
Adjusted gamma distribution index 0.398 0.659 0.885

Source: developed by the authors
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Thus, after analysing all the criteria for checking the
adequacy of the constructed model (4), the study has come to
a general conclusion that despite the insufficient quality of
non-centrality indices, the model is resistant to scale changes,
has significant coefficients, and is adequate according to the
criterion y*.

The conducted research theoretically proves that
there is a relationship between such spheres of society as
ecology and medicine. In order to assess the state of the
entire industry — a latent variable, the optimal number of
factors was selected that allow assessing all the variability
of this implicit indicator. In addition, the study examines
the causes of differentiated vulnerability to the effects of the
pandemic in different regions of the country. The conducted
modelling with structural equations proves that the de-
centralisation introduced in Ukraine has consequences in
the context of a different distribution of funds among the
regions, which is reflected in the increase in differentiation
of payments to support the environment, medicine and
other industries. The authors [2; 4-5] also considered the
relationship between the COVID-19 pandemic and the en-
vironment, and the authors [3; 7; 10] analysed the medical
field. This study confirms and combines the results, because
it considers three areas at once as a whole, and not indi-
vidual indicators. However, the issues of studying the im-
pact of the social sphere, cultural indicators and age dis-
tribution of the population on regional vulnerability to the
pandemic remained unresolved. Consideration of these
issues would allow compiling a rating of areas that require
state support, in particular funding, and have an impact
on the vulnerability of regions to COVID-19. After all,
supporting only one industry would not give one hundred
percent effect without comprehensive consideration of any
problem. Only a systematic consideration of the problem

allows overcoming adversity, using entire state budget to
the maximum.
Conclusions

By modelling structural equations, the relationship between
the factors of vulnerability of the regions of Ukraine from
the COVID-19 pandemic, the environmental state and
the state of readiness of the medical system is proved. It is
theoretically substantiated that this dependence is direct in
nature. If the state of the region's ecology worsens by 1%,
the population's vulnerability to the pandemic worsens, in
terms of morbidity and mortality by 0.19%. If the burden
on the medical sector increases by 1%, there will be a pro-
portional increase in the burden on the environment and
vulnerability to COVID-19 by 0.5 and 0.22%, respectively.

The results obtained prove that approaches to choos-
ing strategies to overcome current and future epidemiolog-
ical waves should be approached comprehensively. Support
for one industry does not give 100% results, without support
for related areas, which is demonstrated by the results of the
study. As an example, with the emergence of the pandemic,
the medical sector received significant state financial support,
but there was still a significant differentiation in the vulner-
ability of the regions of Ukraine. This indicates, according
to the results of the study, the importance of financing the
state of the environment for maintaining public health at
the proper level. This would allow making adjustments
in advance in the state and regional policy in relation to
the medical sphere, ecology to carry out management not
only in the event of threats after the fact, but also to plan in
advance and prevent any negative impacts — after the event.
A systematic review of the relationships between different
areas of the state would allow identifying a set of parameters
for prioritising initiatives in the context of overcoming the
negative manifestations of future epidemiological waves.
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CTpPYKTypHe MoAeNioBaHHA B3a€EMO3B'A3KY MiXX BPa3/IMBICTIO perioHiB YKpaiHu
Big COVID-19, ekonoriyHUM CTaHOM i YUHHUKAMM FOTOBHOCTi MeAUYHOI CUCTEMU

Onbra BitaniiBHa Ky3abmeHko, Mapisi OnekciisHa Kauya,
PomaH Bonogumuposnd Map4yeHKo

CyMcbKui fepxxaBHun yHiBepcuteT
40007, Byn. Pumcbkoro-KopcakoBa, 2, M. Cymu, YkpaiHa

AHoTauis. Posmopin o6macreit YKpaiHu Ha «4epBOHY», «IIOMapaH4eBY», «KOBTY» Ta «3e/lleHy» 30HU € HACTiIKaMU
IndepeHLiIoBaHOIO perioHaJIbHOrO BIUIMBY IaHfeMil, BUKmMKaHoi Bipycom COVID-19, npoTe npuynHm Takoi pisHoi
Bpas/IuBOCTI foci He 3’sAcoBaHi. OCHOBHOIO METOI0 IIPOBEEHOTO JOCII/PKEHHA € HOOyHOBa CUCTEMU perpeciiiHux
PiBHAHD, 110 MICTATh HEABHI 3MiHHI, 110 € 3ara/JIbLHMMI XapaKTePUCTUKAMM Talys3eil i JOIoMaralTh IIpoaHalisyBaT
B3a€MO3B’SI3KI y CKIAMIHI cucTeMi. MeTORMYHUM iHCTpyMeHTapieM IPOBENEHOr0 HOCTIKeHHS CTa/IN: OI/IAL Cy4acHNX
HayKOBMX TeHJIeHLiN 3a pormomoron VOSViewerv.1.6.10, MeTOX IoJIOBHUX KOMIIOHEHTIB, AKMII la€ 3MOTy BifibpaTtn
HailOUIbII BaroMi YMHHUKY Ta MOJETIOBAaHHA CTPYKTYPHUMM PIiBHAHHAMM, LIO BiZoOpakaloThb B3a€MO3B 30K MDK
TpboMa cdepamu fisibHOCTI. O6’€KTOM JOCIiKeHHA 00paHi 25 perioHiB YkpaiHu, OCKiIbKM caMe BOHUM MalOTb pisHi
piBHI BpasnuBOCTI Bifj maH#eMii Ta MOXXYTb CTaTy 3paskoM LA JOCII/PKeHHA perioHanbHOI andepenuianii 6ynb-akoi
KpaiHu. Y CTaTTi IpefcTaB/IeHO pe3y/IbTaTy eMIIPMYHOIO aHalIi3y HOCTIIKEHHSA CTPYKTYpU TPboxX cdep AiAIbHOCTI
KpaiHu. 3[ilICHEHO MOJeMIOBAHHA CTPYKTYPHUMM PiBHAHHAMM I[OI0 BCTAHOBJICHHA B3a€MO3B 3Ky MK YMHHUKAMMU
Bpa3nuBOCTi perioHiB Ykpainu Bif maugemii COVID-19, eKolOTi9HNM CTaHOM i CTAHOM TOTOBHOCTI MEAVMYHOI CHCTEMIA.
TeopeTnyHO O6IPYHTOBAHO, IO MK JOCIIKyBaHUMM cpepaMIL: eKOIOTiYHa, MeAIYHa Ta elifeMiooriyHa icHye npAmMuii
3B'A30K, Ta IOTIpIIeHHA B OJHIN Tamysi IpM3BOAUTD IO MOTiplIeHHA B iHIiN. OTpuMaHi pe3ynbTaTu HOBOJATD, IO
BIUIMBATY Ha AydepeHIiiioBanuii nepebir mangeMii MoxHa, aze He moctdaktyM. IlocninoBre 36i1bpuIeHHA piHaHCYBaHHA
3 lep>KaBHOTO OI0fKeTy chepy OXOPOHY 3T0POB’ s MaTuMe 6111t e(heKT, Ipy fOCTaTHbOMY (hiHaHCOBOMY 3a0e3edeHHi
OXOPOHU HaBKOJIMIIHBOTO cepemoBuiia. [Jo BUOOPY Hep>KaBHUX CTpaTerili HeOOXifHO IMifXOJUTM KOMIUIEKCHO, ajike
By3bKe pepOpMyBaHHA CUCTEMH, HAIPUK/IAJ MEIMYHOI, He JaCTh MaKCUMaIbHOrO eeKTy Oe3 iHHOBaLiifHOI IOMTUKN Y
cdepi exornorii

KntoyoBi crnoBa: naHeMis1, eKOHOMeTPUKA, eKOJIOTifA, MeiUIIIHA, MeTOJ, TOJIOBHMX KOMIIOHEHTIB
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Abstract. The relevance of the study is explained by the underdevelopment of the securities market in Ukraine, which
barely started establishing the institutions and mechanisms of a market economy. Ukraine has a decentralised system of
depository services, which hinders the development of the stock market, because the decentralised system of accounting
for rights to securities complicates the procedure of transactions and increases risks. The purpose of the study was to
investigate the international experience of securities depository in the rapidly expanding securities markets, especially in
Eastern Europe and Asia, their technology, identifying their new functionality and dominant models of their architecture
in the context of regulation, interaction of market participants and protection of their property rights. The main methods
of study of international experience in the provision of securities custody services were empirical, analytical, and inductive
methods, which together allowed describing the systems of securities circulation in different countries, analysing them to
identify common features that are important for their implementation in Ukraine for integration into the global system of
redistribution of financial resources. The study considered various securities storage systems, national depository systems,
covered the features of national mechanisms of interconnection of all participants in the securities market, identified
conceptual problems of securities market organisation in Ukraine, substantiated the need to adapt international experience
for institutional development of the national depository system of Ukraine. The materials of the study have practical
value for the development of the depository system in Ukraine as a basis for the functioning of the securities market,
compatible with technological international depository systems in full functionality, which guarantees investors' property
rights and enables Ukraine to become a full-fledged redistributor of global financial resources and, accordingly, to attract
investments for economic development pursuant to international rules and standards of “transparent” functioning of
securities markets, thus putting institutional barriers to corruption influences. The comparative analysis of depository
systems of different countries allowed covering weaknesses in the existing depository system of Ukraine, outlining the
conceptual approaches to legislative and organisational actions on its development
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Introduction

Securities trading on global capital markets dates back more
than a century. Along with the evolution of the capital mar-
ket with constantly growing trading volumes, the securities
storage model (holding) is also being transformed from a
direct storage system to an indirect one, and securities have
become mostly immobilised in the form of an electronic ac-
count, instead of a physical (documentary) form. Under the
direct storage system, investors own securities and, directly
exercise all rights related to the securities that they own,
thereby avoiding the risk of storage or loss of securities held
by the intermediary. Placement and operations with securities
under this system provide for the issuance of physical certifi-
cates of ownership of securities to the beneficial owner, that is,
the investor, and is registered directly in the share register.

To reduce the risks and costs of storage, beneficial
owners have started hiring a custodian of securities who will
act on the transaction on their behalf. This was the reason
for the development of an indirect storage system, when
beneficial owners of securities hold securities with market
intermediaries (nominees), which include securities brokers,
custodian banks, and, subsequently, central depositories (CD).
Securities are held in nominal accounts on behalf of market
accounts intermediaries acting on behalf of the beneficial
owners. The names of the nominees will appear in the share
register instead of the names of the beneficial owners, thereby
levelling relations between the issuer and the beneficial
owner. Indirect storage systems are additionally classified
into single-level and multi-level ones. In a multi-level in-
direct storage system, the upper level is often central de-
positories (CD), while the lower levels consist of financial
services firms such as brokers and custodians, which act as
candidates for investors. The disadvantage of this system is
the possible violation of the investor's interests, for example,
abuse of account by the nominee and ascertaining the
rights of shareholders in the event of default or bankruptcy
of the intermediary managing the nominal account.

A new modified indirect securities storage system
is currently being implemented, which offers property
protection benefits such as a direct storage system, and ef-
ficiency and cost savings benefits for investors such as an
indirect storage system. In both an indirect storage system
and a modified storage system, securities are immobilised
or devalued and are held in securities accounts with the
Central Securities Depository (CSD). In the modified stor-
age system, investors can open personal accounts with the
Central Securities Depository, and changes in ownership
are registered in the issuer's share register after settlements
with securities transactions are made. In other words,
issuers maintain direct relationships with investors in a
modified storage system, as in a direct storage system. The
movement of securities is often carried out directly through
registration forms or through their personal accounts in
the CSD, with updates of ownership rights after settlements
with securities are made in electronic form. However, the
transition to a modified storage system often requires sig-
nificant expenditures, market development, and a certain
level of technological development.
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According to the International Organization of Se-
curities Commissions (IOSCO), an indirect storage system
is widely accepted as a reference system for the safekeeping
of securities worldwide, provided adequate protection against
abuse. The purpose of the study is to analyse the Interna-
tional Securities Market and related depository activities in
Eastern Europe and Asia.

Theoretical Overview

To improve the process of interaction between all partic-
ipants in securities and clearing settlements, reduce risks,
and improve the management of the depository activity
system (official website of the Group of Thirty), a number
of organisations have been created in the world that develop
international standards for building systems for accounting
for property rights, executing securities transactions, and
provide appropriate recommendations. These include: the
Group of Thirty (Group 30, G-30) [1], the Association of
European Central Securities Depositories (ECSDA), the Inter-
national Organization of Securities Commissions (I0SCO),
the International Securities Services Association (ISSA), the
Bank for International Settlements (BIS), the Committee
of European Securities Regulators (CESR), the European
Central Bank (ECB), the Asia-Pacific Central Securities
Depository Group (ACG), the Giovannini Group (GG) [2].
The National Central Securities Depositories are the
core of the modified indirect securities storage system. Cur-
rently, in developed countries of the world, 95% of the stock
market is serviced by central depositories. In Europe, there
are 41 central depositories that are full members of European
Association of Central Securities Depositories, and all over
the world in general — more than a hundred [3]. When
analysing the composition of owners of CSD in the EU
countries, the following groups can be distinguished [3]:

— 15 countries have a single Central Depository for
corporate and government securities: Austria, Cyprus,
Denmark, Estonia, Finland, France, Germany, Hungary,
Italy, Lithuania, Luxembourg, Malta, the Netherlands,
Sweden, and the United Kingdom;

— 10 countries have a single Central Depository of cor-
porate securities and one depository in the central bank
structure for servicing transactions with government se-
curities: Belgium, Bulgaria, Greece, Ireland, Latvia, Poland,
Portugal, Romania, Slovakia and Slovenia;

— there are three depositories in the Czech Republic
(two corporate securities depositories and one central bank
depository for government securities). Both corporate secu-
rities depositories are owned by private sector participants;

— Spain has four depositories (for corporate and gov-
ernment securities). In all four Spanish depositories, control
belongs to the private sector (the central bank's share is 5%) [3].

Among the post-Soviet countries (except the Baltic
states), only four have a single Central Depository of cor-
porate and government securities, in two of which 100%
control belongs to the private sector (Georgia and Moldova),
in the Central Depository of Kazakhstan, the private sector
is the majority owner (the central bank has a 49% share
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in the Central Depository), and Belarus the Central De-
pository is completely state-owned. In Russia, there are
two depositories of corporate and government securities,
one under 100% control of private sector participants, and
in the other, also private, the central bank has a significant
share of equity capital, which does not exceed 50% [3].
The process of creating a Central Depository in Ukraine
has been slowed down since 2009, although its creation is
extremely necessary for integration into the global econ-
omy and access to global financial markets. The study of
the experience of other countries in forming a Central
Depository and its interaction with other participants in
the securities market can become the basis for making man-
agement decisions on this issue that are adequate to the
conditions of Ukraine.

Securities services, an important and permanent
part of the capital industry, have not been fully investigated.
The processes of securities circulation, as a rule, were stud-
ied by highly specialised specialists, banking and exchange
analysts, and almost did not reach the level of theoretical
generalisation. The rapid development of the securities
market in recent decades has attracted attention to it, but
so far information about its processes is mainly at the level
of research by banking and specialised organisations.

Materials and Methods

This paper is largely a theoretical generalisation of the empir-
ical stage of research on the subject matter, which involves
collecting information about the state of affairs of the modern
securities market, the structure of markets, their features,
development trends, primary processing of facts, selection
from all facts typical, the most repeated and expressing the
main trends in the development of the world securities mar-
ket. The methodological framework of the study included
the scientific papers of foreign researchers in the field of the
international securities market, its regulation, and institu-
tional mechanisms of its operation. At the same time, the
principle of unity of theory and practice was applied.

To achieve the purpose of this study, the following
methods were used: theoretical generalisation (to analyse
the functions and features of the International Securities
Market); dialectical approach (to determine the specifics
and changes taking place in the International Securities
Market); historical and logical approach (to analyse the evolu-
tion of securities storage systems); analysis and synthesis (to
identify the components of the institutional environment of
the securities market and their interaction with each other
in the context of the impact on the market operation); in-
duction and deduction (to analyse the elements and struc-
ture of modern securities markets, in particular, the storage
of securities); scientific abstraction in all sections of the study.

The use of the induction method is more inherent in
the study of the empirical stage, to which this paper belongs.
The study also applied isolation abstraction method, which
allowed identifying a key element of modern securities mar-
kets, namely the CSD, as well as identifying from all aspects
of the markets an element of mechanisms for interaction
between the Central Depository and other market entities,
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describing the operation of these mechanisms in different
countries of the world, which can later become the basis for
comparative analysis. This method was also used to group
European member countries of the European Association
of Central Securities Depositories (ECSDA) based on the
composition of owners of Central Securities Depositories.
The use of all these methods in a complex allowed describ-
ing the systems of securities circulation in different countries
of the world, analysing them in order to identify common
characteristics, which is important for their implementation
in Ukraine for integration into the global system of redis-
tribution of financial resources.

The study highlighted a new modified indirect se-
curities storage system as the dominant characteristic of
the modern world securities market, which provides the
advantages of property rights protection and efficiency for
investors. The core of this system is the creation of national
CSDs, which control the registration procedures for the
movement of securities at all stages, ensuring their maxi-
mum transparency, which is important for protecting prop-
erty rights [1; 4-6].

The paper noted that the development of national
securities markets within this system is based on two main
models - the American (US), where the main custodians
of securities are special investment structures outside
the traditional banking system, and the European, where
traditional banks are assigned the main function of the
custodian of securities. The study also noted such trends of
modern securities markets as a rapid increase in the number
of transactions, the need for the same rapid maintenance in
compliance with all the rights of owners, the distribution of
costs and profits of all entities in the process of transactions,
the expansion of the range of financial services (for example,
the development of custodial services) in the conditions of
their technologisation [7-9].

As one of the main tasks of regulating the securities
market, the study considered the need to maintain a bal-
ance between the speed of all registration procedures in
the process of transactions with securities and their control
over accuracy and timeliness. Excessive regulation of the
securities market slows down the speed of capital movement
in the world and makes it less attractive compared to other
sectors of the economy, insufficient control over the regis-
tration procedures for the movement of securities creates
excessive risks for their subjects to comply with their prop-
erty rights [10]. Interrelation mechanisms between national
CSDs and other securities market entities, not only in the
form of generalised models, but also with the character-
istics of each country, are understudied in the Ukrainian
economic literature. If the experience of the operation of
the US and European Securities Markets was addressed by
Ukrainian authors, then the experience of Asian and Aus-
tralian countries with their new rapidly growing markets
has not been sufficiently reflected. These questions became
the main subject of this study.

Based on the research paper by the World Bank [2]
and E Brekevelt [11], this study reviewed the mechanisms
of interaction between national CSDs and securities market
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participants in such countries — Australia, Mainland China,
the European Union, the United States, Hong Kong, India,
Korea, Singapore, Taiwan. This provides an opportunity to
get acquainted with the experience of the securities mar-
ket operation in different countries of the world on dif-
ferent continents. A comparative analysis was carried out
and the key fragments were identified — mechanisms of
interaction between national central securities depositories
and securities market entities. This approach revealed the
difference between the “old” and new securities markets,
their features depending on the level of economic develop-
ment, technology development in the country, and political
characteristics (Mainland China, Hong Kong, and Taiwan -
differences and interaction with China and other countries
of the world) and can be useful, both for other researchers
and for making managerial decisions.

Results and Discussion

Securities markets, an integral important element of which is
the storage of securities, are developing quite rapidly in the
world - they cover new markets in Eastern Europe, Asia and
other continents, the scope of financial instruments offered
is expanding, and new technologies are emerging. The
urgent needs of the securities market require the specialists
involved to respond quickly to provide recommendations
on regulation, control, and improvement of accounting
systems. Theoretical understanding of these processes is
somewhat slower. Thus, Central Securities Depositories in
Europe began to be created on the initiative of the G-30 in
1989 and today have become the core element of securities
markets in the world [1]. They address various aspects of
the establishment of central depositories, compare existing
models of securities market regulation, analyse experience
already gained, and provide recommendations for new
markets in developing countries. According to the classifi-
cation criteria of existing models of regulation of securities
markets, regulatory models are distinguished by the level
of role of banks in storing and ensuring the movement of
securities, the level of participation of self-governing or-
ganisations in the process of creating standards, rules for
regulating the securities market and its operation, the level
of state participation, and participants in the securities market
in the creation of central depositories.

The paper [7] of the chosen topic analyses the com-
mon features and differences of the American and European
regulatory systems. The author notes that in the American
system there is monopolisation of securities markets at the
level of participants, commercial banks are prohibited from
investment activities, and investment banks — commercial;
strict regulation, a high level of control over the behaviour
of market participants by the state. The European system with
a central depository is defined by complete centralisation of
the market at the level of legislation, banks are allowed to
combine banking operations with activities on the securities
markets, minimal state participation in regulation, and a
low level of control and supervision.

R. Franzioni, analysing the evolution of processes on
stock exchanges, points to a change in the role of commercial
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banks in the American system - a restriction under the
Glass-Steagall law and an increase in the Graham-Leach-
Bliley law in 2000 [12]. The leading role of self-governing
organisations (SGO) in creating standards and rules for the
operation of the securities market is also noted (the main
international organisations are listed in the introduction).
However, self-governing organisations in most countries
are participants in the creation of central depositories.

In the world practice, there are different models of
regulation of the securities market - those where the main
functions are performed by state bodies, only a small part
of the powers is transferred to associations of professional
participants in the securities market, and those where most
of the powers are transferred to self-regulating organisations.
However, the process of effective self-regulation should be
based on a powerful structure of professionals who aim to
maintain the reputation and gain prestige of a certain firm
in the market. That is, the sphere of self-regulation can only
be based on established business ethics, a system of negotia-
tions and approvals, development of which takes time [10].
In the law of Ukraine “On state regulation of the securities
market in Ukraine” [13], there are five such models:

1) without SGOs (Australia, Austria, Brazil, Italy, Spain,
India, Turkey, France, Czech Republic, Sweden, etc.);

2) with a single SGO (on a functional basis) (New Zealand,
Poland, Korea);

3) rejection of the SGO model (UK);

4) multiplicity of SGOs (based on functional character-
istics) - Japan, Norway;

5) multiplicity of SGOs (on a mixed basis) — Canada, USA.

Making recommendations for countries that are
starting to create securities market institutions, experts of
the International Monetary Fund (IMF) note that the optimal
model for creating a central depository would be a mixed
public-private model. However, the Central Depository
can only be owned and operated by private individuals if
these legal entities able to solve public interests. Otherwise,
it would be better if the central bank owned and operated
the Central Depository.

For Australia, according to the author, the creation
of a Central Depository (central counterparty) of securities
markets user-based ownership is a more expensive but less
risky model than models based on other forms of ownership.
The creation of a securities market in Kazakhstan, which
would allow its participants to enter the international capital
markets, is the subject of research by Professor K.J. Lee [5].
His proposals relate to the relationship between the corpo-
rate governance structure and privatised state-owned en-
terprises (SOEs) as a way to reform SOEs in the transition
period of the economy, using the experience of Central Asia.
Companies around the world are conducting initial public
offerings (IPOs) to reform SOEs and increase the liquidity
of private companies. However, the issue of securities on
the stock exchange is supposed to be carried out with the
involvement of the National Welfare Fund. The proposals
take into account the popular IPO system introduced in
previous years.

In the study by Deloitte [14], the problem of operation
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of the securities market was identified, which depends to a
large extent on the prompt processing of transactions with
securities and simplification of control over them. “Global
trade volumes are still high, according to a McKinsey study
from the very beginning of 2018. In the financial services
industry (FSI), only the securities services industry has shown
low single-digit revenue growth in recent years. Therefore,
operational efficiency becomes one of the main drivers for
reducing costs and increasing margins for custodians and
depositories” [14]. The solution to this problem is proposed
through the use of new information and financial technol-
ogies, such as distributed ledger technology (DLT) and the
expansion of custodial services, in particular regarding the
circulation of bitcoins. Accelerating the speed of trans-
actions through the development of technology can have
a significant economic impact on the global economy.
Thus, “according to the data obtained, DLT can reduce
the transaction costs of insuring insurance contracts by
only USD 2-4 billion and expenses related to clearing and
settlements with securities will decrease by USD 11-12 bil-
lion. The analysis shows that DLT can reduce the cost of
banking infrastructure related to cross-border payments
and securities trading by USD 15-20 billion. The World
Economic Forum even estimates that by 2027, blockchains
will store up to 10% of the value of global GDP” [14].
Issues of development of securities market institu-
tions, its legal and regulatory framework as a key institution
are considered in [9]. The scientific literature of Ukraine
neglects the issues of building the architecture of national
depository systems and mechanisms of interrelation of all
participants in the securities market. If the experience of
storing securities in the United States and European coun-
tries is analysed by Ukrainian scientists, then the experi-
ence of Asian and Australian countries is still insufficiently
introduced into scientific circulation. In this context, the
papers by the World Bank [2] and E Brekevelt [11] are of
particular interest. They include the analysis of securities
storage systems in different countries of the world, built
taking into account national characteristics, show the mecha-
nisms of interaction between CSDs and other sub- securities
market projects, ensuring the transparency of its operation,
and mechanisms to protect the ownership of securities.
A brief overview of securities storage systems in different
countries of the world, such as Australia, Mainland China,
the European Union, the United States, Hong Kong, India,
Korea, Singapore, Taiwan. The study considers the interna-
tional experience of these countries in more detail.
Australia. In Australia, there are two types of regis-
ters for storing securities — the CHESS sub-register and the
issuer-funded sub-register. Securities are dematerialised,
meaning paper certificates are not issued by both sub-
registers, although the securities exchange (ASX) can still
offer them. The main register for a particular company is
compiled using consolidated registers of custodians reg-
istered in both the CHESS sub-register and the issuer-
funded sub-register. CHESS stands for Clearing House
Electronic Sub-Register System, which is managed by the
ASX Settlement Pty Limited Exchange and performs two
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main functions - facilitates clearing and ensures trading in
shares and providing an electronic sub-register of shares
of companies listed on the exchange. Once the agreement
is concluded, CHESS transfers ownership of the shares
electronically, while facilitating the transfer of money for
these shares to participants through their respective banks
(delivery vs. payment or DVP settlements). CHESS partic-
ipants are brokers, custodians, institutional investors, and
settlement agents who perform settlement operations, trading
mainly for themselves or in an agency on behalf of their clients.

To own shares in the CHESS sub-register, an investor
enters into a sponsorship agreement with an authorised
CHESS participant acting as a “chess sponsor” (usually a
stockbroker or settlement agent, such as a custodian) to
manage the investor's investment packages in the CHESS
sub-register on behalf of the investor. The shares are held
in the investor's name, and the shares of all securities are
consolidated in a single account under a unique securities
holder identification number (HIN). Investors can own
shares through multiple CHESS sponsors, and the investor
is given a different HIN for each of the CHESS sponsors.
The ASX repository provides investors with independent
stock movement reports so that they can track their assets
in CHESS. The investor must notify the CHESS sponsor
of any changes to their personal information, such as their
registration name and address.

Shares held by investors who do not have CHESS
sponsors or have purchased shares without their identifica-
tion number will automatically be registered electronically
in the issuer-funded sub-register. The sub-register funded
by the issuer is maintained by the company that issued the
shares. Most companies use the stock register to administer
the sub-register on their behalf. For each share sponsored
by the issuer, the issuer will assign the investor a unique
securities reference number (SRN). That is, the investor will
have a separate SRN for each issuer of the securities they own.
Investors who want to trade these securities must transfer
the securities from an issuer-sponsored account to CHESS,
giving instructions to the stockbroker to do so. For each se-
curity held by the investor, a separate deposit application
will be sent to the investor using the register of shares of the
relevant issuer. The investor will need to notify the relevant
stock registers of any changes in their personal information.

Thus, the Australian market uses both a direct storage
system (through a sub-register sponsored by issuers) and
a modified system for storing and conducting operations
with securities (through a CHESS sub-register). The CHESS
system, which has been operating for 25 years, is going to
be replaced by DLT technology, which is usually called
“blockchain”. It is assumed that the new system will provide
timely, secure and simplified access to the register of owners
(for issuers), financial assets (for end investors) and related
information.

Mainland China. Investors must open securities ac-
counts in their real names with the China Securities Depos-
itory and Clearing Corporation (CSDC) in order to trade
and hold the securities. Securities are held in dematerialised
electronic form without physical certificates. Opening an
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account is carried out through authorised institutions, usually
securities companies. Investors can be individuals, legal enti-
ties, partner companies, or investment institutions that work
with securities. A securities investor's account consists of a
master account and sub-accounts. The master account has
a unique identification number that links to the accounts,
together providing a comprehensive view of the investor's
securities ownership. Information about the investor's identity
includes the investor's name, identity document type, and
number. The Central Depository (CSDC) [15] is responsi-
ble for storing information about the securities account for
investors and the register of shares of issuers of securities.
The register of shares contains the name of the shareholder,
the securities account number, the owner's identification
number and address of the owner, and the details of the
holding.

Shares held by custodians of securities and agencies
for their clients are deposited with the Central Depository,
which is a joint-stock company, where the shareholders are
the state, state legal entities, non-state legal entities, in-
cluding individuals, foreign individuals and foreign legal
entities. The registration rules of the Central Depository
allow registering securities in the names of nominees. The
nominee enjoys legal rights to be a shareholder when pro-
viding a corresponding order to act on behalf of the benefi-
cial owners. The Central Depository has the right to request
the nominee to provide detailed information about the ben-
eficial owners.

European Union (EU). The EU includes many devel-
oped Western markets that use common practices involving
nominees and custodian banks. The latter serve both retail
and institutional investors. They act as holders of securities
and processors of transactions in financial instruments, in
particular clearing and settlement of transactions, on behalf
of their clients. Some of them are considered “important
custodians” because they play an important role in the
above-mentioned responsibilities for major global investors
and largely seek to internalise clearing and settlement of
transactions of their investor clients, rather than redirecting
them to the appropriate CSD. To ensure such generally ac-
cepted market practices, the EU authorities imposed strict
rules on large custodians and used additional safeguards
to eliminate specific clearing and settlement risks in such
circumstances.

In the EU, the Committee of European Securities
Regulators (CESR) [15] and the European Central Bank
(ECB) have established a set of standards for clearing and
securities settlements that are compatible with the CPSS-
IOSCO recommendations for securities settlements of the
system. According to EU standards, securities should be
immobilised or dematerialised and transferred as much as
possible by depositing books in the Central Depository [16].
To protect the integrity of securities issues and the interests
of investors, the Central Depository must ensure that the
issue, storage and transfer of securities is carried out prop-
erly. The vast majority of European stocks have been de-
materialised, and where physical certificates are available,
they are replaced by electronic entry of books into security
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accounts. As cross-border investments have become popular
in Europe, cross-border storage chains involving multiple
intermediaries are common, starting with a Central Depos-
itory through local custodians, global custodians, and the
lastintermediary serving the end investor. For the most part,
large institutional investors have up to four intermediaries,
including the Central Depository. Intermediaries typically
use “all-round” or “combined nominee” accounts with a Cen-
tral Depository or other intermediary level at which they
hold securities of more than one investor in the account. In
the context of issuer-investor relations represented by “di-
rect” or “indirect” participation, different European markets
use different models.

Direct storage system with investors and nominees'
accounts (for example, Sweden) - an investor (whether
Swedish or not) can choose the holder of the securities to
hold them in their accounts with the Central Depository
(registered to the owner) or to keep them in a cash account
with a member of the Central Depository who, for his part,
holds the securities in a nominal account with the Central
Depository (registered to the nominee). The legal owners
of securities are certified in the books of nominees. Swedish
nominees are required to report their clients (main owners)
to the Central Depository, allowing the issuer to be informed
of all their shareholders. In a direct storage system with
two-level registers (for example, Spain), the Central Depository
maintains a central register with accounts of professional
participants, such as banks or other intermediaries. Each par-
ticipant manages the implementation of a detailed register
of securities in the name of their clients. Both registries are
updated based on daily trading and settlement data. Ac-
cording to Spanish law, the persons included in any of these
registers are shareholders.

In an indirect storage system with a single-level
register (for example, Germany and France) - the central
depository provides accounts only to professional partici-
pants or first-level clients, such as custodian banks and other
financial institutions, such as central depositories in other
countries. Usually, domestic investors are clients of Central
Depository participants, while international end investors
can use other banks in storage chains. These storage chains
typically consist of up to four or more intermediaries be-
tween the Central Depository and the end investor. In some
countries, depository banks are required to disclose infor-
mation about the issuer's final investors as of the recording
date in the event of shareholder rights being exercised.

Indirect storage model without a permanent register
(for example, Italy) - members of the Central Depository,
usually banks, maintain securities accounts for their clients
(end investors or other banks). The register of shares is not
a “permanent” register, as it is updated with end-investor
data in special cases, such as a general meeting of share-
holders, where participants are invited by the Central De-
pository to transmit end-investor data.

In a mixed storage model with a permanent register
(forexample, in the United Kingdom and Ireland) - investors
can hold shares directly in the register in dematerialised
or materialised form, or an intermediary can be used to
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hold shares on their behalf. The Register of shares includes
only persons who are shareholders. Investors who trade
securities through an intermediary can arrange to enter
their name directly in the register. In the UK, part of the
Register of shares is maintained by the Central Depository,
and this part is reflected in the company's register, which
makes it unnecessary to transfer the data of final investors
to exercise the rights of shareholders. The rapid growth of
economic activity between citizens and economic entities
of different countries, especially in Europe, has put on
the agenda the need to resolve the issue of cross-border
securities movement. This issue is currently in the focus
of attention of the European Parliament, the European
Commission, other European organisations and relevant
national institutions of European countries [15].

Hong Kong. In Hong Kong, securities are often held
by investors through intermediaries, including brokers and
custodians. The Central Clearing and Settlement System
(CCASS) is used by the Central Depository. It accepts de-
posits of physical securities certificates from participants
for placement and secure storage. Investors (individuals,
joint ventures, or corporations) can apply to become inves-
tor participants (IP) in HKSCC. Each IP is allocated one
“universal” promotional account, while each other partici-
pant has one checking account for settlement purposes and
one account that entitles them to receive benefits. Broker
or custodian members can open separate shares (SSA) with
a service statement from HKSCC for their investor clients.
Shareholders of client investors will be registered by HKSCC
in these accounts, separately from those participants who
open and manage accounts. For investors-clients, HKSCC
provides statements on the movement of shares in accounts
and receives corporate communications, in particular annual
reports and notifications on corporate activities directly
from stock registrars.

The transfer of securities after performing an op-
eration on the HKEX securities market is made “to” and
“from” the stock accounts of clearing participants (inter-
mediaries) electronically, by recording in the CCASS book.
At the second level - the transfer of securities “to” and
“from” IP shares. Accounts can be initiated either by the
IRA itself or through its intermediary participants (clear-
ing parties, custodian participants, lender, or mortgag-
ee) in the form of Investor Settlement Instructions (ISI).
Shares held in the CCASS depository are registered in the
name of the HKSCC limited nominees, a general nom-
inee that exercises the rights of shareholders over their
securities and acts on instructions received from members.
Participants can opt out of physical share certificates from
the CCASS depository. Issuers may require HKSCC to
provide them with information about CCASS shareholder
security, including names, addresses, and IP shareholder
information.

India. In India, Securities exist in the form of a phys-
ical certificate, but they need to be dematerialised, that
is, converted to electronic form, for trading on the stock
exchange. Dematerialised securities are held in the accounts
(Demat accounts) of beneficiaries in two depositories - the
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national securities depository (NSDL) and the centre of
depository services (India) (CDSL), which have limited
liability. Securities can be “rematerialized” - electronic
balances held in a Demat account are converted back into
physical certificates. After dematerialisation, the issuer of
securities is registered (through its agent) with the depos-
itory as the owner of the securities, and the investor as the
beneficial owner.

The investor (beneficial owner) opens a beneficiary
account with a registered depository participant (DP) NSDL
or CDSL and can close the account at its own discretion as
a bank account. Accounts can be opened jointly with other
individuals. Depository participants can be banks, brokers,
custodians or financial institutions approved by the Securities
and Exchange Board of India (SEBI), the market regulator.
Multiple beneficiary accounts can be opened with the help
of one or more depository participants (DP), without any
restrictions. The documents required to open an account
include proof of identity, which is very often a PAN card,
and proof of address. PAN is a permanent account number,
which is a unique 10-character alphanumeric identifier issued
by the Department of Income Tax of India to each judicial
authority defined by the Indian Income Act of 1961. [12]

Communication between depositories and investors
is carried out indirectly through the depository participant.
An investor with an open Demat account is provided with
the client's account number and Client ID, which must be
used together with the depository participant ID (DP) to
perform operations with securities. Securities transactions
are settled via electronic transfers as follows: securities are
transferred from the merchant client's account to the clear-
ing participant's account for clearing, for example, the NSE
clearing of the National Stock Exchange of India (NSE).
The buyer receives securities on his account from the ac-
count of the clearing participant after delivery to the set-
tlement house in the specified locality. Deliveries are made
according to the delivery instructions (which may be
permanent). Clients can also pay through the custodians
of their securities. At the clearing member's choice, settle-
ments can also be made directly by delivering securities to
the investor's account (such a mechanism is available for
clearing operations on both the NSE and the Bombay Stock
Exchange (BSE).

Korea. The Korean Securities Depository (KSD) is
the Central Securities Depository in Korea, which is respon-
sible for the initial transfer of securities between accounts,
delivery of securities, and payment after settlement of secu-
rities transactions. Securities that exist in physical (printed)
form and securities that can be deposited in KSD are fixed
by KSD. An investor can directly open an account with KSD,
deposit and hold securities in their own name, or do so
through a depositor. The latter who deposits and holds secu-
rities in the investor's KSD must maintain an “investor ac-
count book” that records the names and addresses of inves-
tors, as well as the type and number of securities deposited
and the names of issuers. KSD must prepare and maintain
a “depositor's account book” and create the difference be-
tween the depositor's share and the investor's deposit. Any
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person listed in the investor's book of accounts and in the
Depositor's book of accounts is considered the owner of the
relevant securities (the “beneficial shareholder”).

Deposited securities are registered in the name of
KSD in the securities register by the issuer, and when the
depositor or his investors buy or subscribe to the securities,
the issuer of the securities must register such securities in
the name of KSD on behalf of the depositor or his investor.
KSD can exercise the rights to deposited securities at the
request of the depositor or its investors. At the request of the
issuer, in accordance with the requirements of Korean eco-
nomic legislation, KSD must notify the issuer of the benefi-
cial shareholders. The Issuer or transfer agent must prepare
and maintain the register of beneficial shareholders, and
the total block of shares of the shareholder, together with
information from the register of physical certificates on the
exercise of the shareholder's rights [16].

To trade on the Korea Exchange (KRX), an investor
must first open a trading account in the investor's name
through a securities company licensed by the Financial
Services Commission (FSC), which is a member of KRX.
Therefore, non-resident foreigners must first register their
personal information with the Financial Supervisory Ser-
vice (FSS) and obtain an Investor Registration Certificate
(IRC). A KRX member who opens a trading account for an
investor must classify an investor as either a “professional
investor” or a “regular investor”, depending on the inves-
tor's level, investment experience with the investor's finan-
cial products and assets. Settlements with securities trans-
actions are made at two levels — between KRX and KRX
participants, as well as between KRX members and their
investors. Delivery of securities and money is carried out
by KSD by book-entry between accounts.

Singapore. The Central Depository (CDP) in Sin-
gapore serves as the Central Depository and is the coun-
terparty (CCP) for all transactions made on the Singapore
Exchange (SGX) securities market. Physical certificates
are deposited in the CDP before being sold. The Singa-
pore market uses both direct and indirect corporatisation
systems. Investors (individuals or corporations) may hold
shares directly in a direct securities account or indirectly
in a sub-account of a depository agent's securities account
opened with CDP. The CDP will treat the holder of a di-
rect securities account as the absolute beneficial owner of
the securities held in that account. Each depositor (other
than the depository agent) must not have more than one
direct securities account maintained on its own behalf with
the CDP. The depository agent must open and maintain a
separate sub-account for each of its clients and separate its
clients' holdings in these sub-accounts from each other and
from the inventory in its own account. Each sub-account
must contain the account number of the depository agent
and the sub-account number.

Depository agents may include trading members
of the Singapore Exchange (SGX), clearing members of
the Central Depository (CDP), registered trust companies,
Singapore-licensed banks, or a trading bank approved by
the Monetary Authority of Singapore. A depository agent
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can also be a nominated company that holds shares on be-
half of its investor clients. Most brokers in Singapore offer
nominee or custodian services to investors for lower bro-
kerage fees for trading securities than brokerage services
for investors with direct CDP shares. The CDP may assign
agents and service providers, including custodians, to store
deposited securities. All securities deposited with the
Central Depository (CDP) are registered in the name of the
Central Depository (CDP) or its designated entities. CDP
has a direct relationship with depositors (including end
investors who have opened direct securities accounts) only
in relation to the details of securities and transactions, and
not to actions with securities [17].

Taiwan. The Taiwan depository Clearing Corpora-
tion (TDCC) is the Central Securities Depository in Taiwan.
All types of securities listed are immobilised or demateri-
alised in the TDCC. TDCC is a registrar and transfer agent for
publicly traded companies. Organisations that can become
participants by opening an account with TDCC to work
with securities, deposits, withdrawals, and non-cash trans-
fers include the Taiwan Stock Exchange (TWSE), securities
firms, custodian institutions, securities issuers, foreign deposi-
tories or clearing houses, and other institutions. The TDCC
participant must provide the appropriate identification of
the parts owned by the participant or the participant's clients
for depositing securities in documentary or non-cash form.
The participant must provide detailed information about
each of their clients, including the name, address, national
identification number of the client (person or organisation),
or a single identification number of the organisation. The
use of keepers is common in Taiwan. Each custodian opens
asingle TDCC account with all custodian customer accounts
opened as sub-accounts under this umbrella in officially
approved customer names. The securities are held in sub-
accounts and re-registered by the TDCC until the date of
recording the corporate action. Designated registration in
the custodian's name is prohibited when storing physical
certificates outside the TDCC. Physical possessions are reg-
istered in the name of the beneficial owner.

To calculate net purchases/sales of clients through
a securities firm, a non-cash transfer of securities is made
between the client's depository account with the firm and the
firm's current account, as well as between the firm's current
account and the TWSE current account. When a custodian
institution that is a member of the TDCC is used, a non-
cash transfer of securities for trading settlement is made
between the custodian institution's Depository Accountand
the custodian institution's account opened for the securities
firm. Special requirements apply to foreign investors for
trading on the Taiwanese stock market. Following the abo-
lition of the Qualified Foreign Institutional Investor system
(QFII) in 2003, foreign Chinese and foreign investors must
register with TWSE to obtain an “investor ID” before opening
a trading account with a local securities firm. Registration
can be carried out through an agent bank. Foreign investors
are divided into four categories: 1) offshore foreign insti-
tutional investors; 2) offshore foreign Chinese and foreign
individual investors; 3) onshore foreign institutional investors;
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4) individual investors from overseas Chinese and foreign
territories.

United States (United States of America). The main
central depository in the United States is the Depository
Trust Company (DTC), which was established in 1973.
DTC corporation has now become the largest Central De-
pository organisation in the world. Almost all municipal
securities and the vast majority of U.S. stocks and corporate
bonds, use DTC as their Central Securities Depository (CSD).
To ensure economies of scale, DTC has launched the Fast
Automated Securities Transfer (FAST). FAST minimises
the transfer of certificates and streamlines the processing
of transfers by recording undocumented securities in the
issuer's books of the transfer agent. To create conditions
for the dematerialisation of securities, DTC has created a
Direct registration system (DRS), which allows investors
to choose whether to store securities in non-documentary
form by the issuer [18]. However, although there has been
a significant drop in the number of physical certificates
deposited under the DT'C code, direct ownership of physical
certificates still prevails in the United States. In order for
the US to remain completely paperless, a rule must be sub-
mitted for exchanges that would exclude the possibility of
issuing physical unit certificates for new companies that are
planned to be included in the list. Nowadays investors can
hold securities in the United States in three ways:

1. Securities are immobilised by the DTC and registered
by the DTC with their issuers or transfer agents, with the
investor's name recorded in the book of his brokerage firm
as the beneficial owner of the Securities and the name of the
brokerage firm recorded in the DTC ownership record. The
DTC holds the securities as the holder of an entry in the
issuer's securities register. Brokerage firms provide regular
account statements to investors who are beneficial owners.

2. Through the Direct registration system (DRS), DTC
securities are stored electronically by the investor in the
investor's own name directly in the issuer's books or the
issuer's transfer agent's books. The investor receives an
application from the transfer agent, which provides proof
of ownership of the stock certificate, that is, the securities
are devalued. There is direct corporate communication be-
tween the Issuer or its transfer agent and the investor. To
sell securities held through DRS, an investor must transfer
the Securities electronically from the investor's account
with the Issuer (or its transfer agent) to the broker-dealer's
account via DTC. Data transfer agents that use DRS are also
registered users of the FAST app. They keep outstanding
balances in electronic form for all DTC positions and
update information about the relationship with the DTC
on a daily basis.

3. With paper certificates — investors can keep paper
certificates, but they must deliver the certificates to the
broker three days before the stock is sold. The broker
will then deposit the certificates to their DTC account.
Ownership will be registered in the name of the DTC
nominee electronically. When buying shares, the investor
can withdraw a physical certificate from the DTC, which
will be registered in the investor's name and address [18].
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In the United States, it is common to use custodian
banks, especially institutional investors. Integration pro-
cesses in Ukraine are developing very slowly. The main
reason for the lack of transnational operations in relation
to securities is the lack of correspondent relations between
depositories due to the inadequacy of depository entities.
In Ukraine, the largest depository system is the National
Depository System with limited functionality, while most
countries of the world have CSDs that interact with each
other, guaranteeing the order and security of transnational
operations with securities. Approaches to the development
of the securities market and, in particular, depository ac-
tivities in Ukraine are contradictory. Some fragments of
the securities market were created with the help of Amer-
ican specialists, while others were created with the help of
French ones. In the United States, the main custodians of
securities are investment banks that do not have traditional
banking functions to service the economy, investment funds,
and holding companies. Banks, on the other hand, have very
limited functions regarding the storage and circulation of
securities. In Europe, it is banks that play a key role in the
storage and circulation of securities. On a technical level,
using the experience of both is useful. The lack of a concep-
tual approach and the use of elements of different systems
of storage and circulation of securities, which have funda-
mental differences, hinders the creation of the holistic system.

Conclusions

Analysis of securities storage systems and their circulation
in different countries of the world allows the study to draw
the following conclusions. In all countries of the world where
work is carried out with securities, the most common is a
modified indirect system for storing securities. With the
development of technology, the documentary (physical)
form of securities is gradually replacing them with a de-
materialised form, that is, an electronic record. In many
countries of the world, an indirect system of securities
storage co-exists with a direct system (a classic example is
the United Kingdom).

The essence of the modification of the indirect secu-
rities storage system is the presence of a Central Securities
Depository, which controls the registration of securities
turnover at all stages. In most countries of the world where
work is carried out with securities, national central de-
positories have already been established, and mechanisms
for interaction between the Central Depository and other
participants in the securities market are being developed
and improved. There is usually a direct relationship between
the level of economic development and the availability and
operation of the Central Depository.

There is a tendency among global markets to adopt
a transparent market surveillance model that requires the
identification of intermediary clients, i.e., final investors,
for each order and transaction. The transparent approach
introduced in each market should be developed in such a
way as to correspond to its own structure and market prac-
tices. In Ukraine, where there is a decentralised system of
depository services, the creation of a Central Securities
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Depository is an urgent problem. The process of its creation ~ has not fundamentally changed since the 1990s, hinders the
was slowed down and stopped in 2009-2010. The existing  development of the stock market, because it complicates
decentralised system of depository services in Ukraine, which ~ the procedure for making transactions and increases risks.
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Roshylo

LianbHicTb 3 HagaHHA NOCAYr W,OA[0 36epiraHHA LiHHMX NanepiB:
Mi)>XHapo4HUM JoCBia

Bionerra IBaHiBHa PoLunsio

YepHiBeybkuit TOProBesibHO-eKOHOMIYHWUN iIHCTUTYT KMIBCbKOro HalioHaslbHOro
TOProBesIbHO-eKOHOMIYHOIO yHIiBEPCUTETY
58002, LieHTpasnbHa naoLya, 7, M. YepHiByi, YkpaiHa

AHoTalif. AKTYalbHICTb JOCTiPKEHHsA 3yMOBJI€Ha HasABHICTIO HM3bKOTO PiBHA PO3BUTKY PMHKY I[iHHUX IalepiB B
YkpaiHi, sika Tinbkn gopmye iHcTUTYLII i MexaHi3MM pUHKOBOI ekoHOMikuU. B YkpaiHi fiie penjenTpanizoBana cucreMa
IeII03UTAPHOIO 0OCITYrOBYBaHHA, IO CTPUMYE PO3BUTOK (POHTOBOTO PUMHKY, ajXKe JelleHTpasizoBaHa cucTeMa OOliKy
IIpaB Ha LIiHHI Iallepy YCKIAJHIOE IIPOLeRYPY 3AiICHEHHSA Yrof Ta 3011blye pu3uKy. MeToro JOCTIPKeHHA € BUBYCHHA
MIDKHApPOJIHOTO JOCBily HEIO3UTapHOI JAiA/NbHOCTI 040 LIHHMUX IIAIlepiB B YMOBaX IUBUIKOIO PO3UIMPEHHSA PUHKIB
LiHHUX Ianepis, 0co6mBo B Kpainax CxigHoi €Bpomnu i Asii, iX TexHoMOri3awil, BUABICHHA IX HOBUX (QYHKIIOHaIbHNX
MOXIBOCTEN! Ta JOMIHYIOUYMX MOJieIel iX apXiTeKTypy B KOHTEKCTi pery/TioBaHH, B3a€EMOJII Cy0'€KTiB PUHKY Ta 3aXUCTy
ixHixX npas B1acHOCTi. OCHOBHVMMN MeTOJaMI JOC/I/IKEHHA MKHAPOTHOTO JOCBiy HisA/IbHOCTI 3 HaaHHA ITOCTYT MIOA0
30epiraHHA L[iHHMX IaNlepiB € eMIIPUYHMIL, aHAIITUYHUI Ta IHAYKTUBHNII METOAN, 110 Y KOMIIIEKCI TO3BOJIVM/IM OIIMCATH
cycTeMy 0o0iry IiHHMX NarnepiB y pisHMX KpaiHax CBiTy, IpoaHaIisyBaTy iX 3 METOIO BUJIi/IEHH CIIUIPHUX XapaKTepPUCTHK,
1[0 BaX/IMBO JJIA BIPOBaJKeHHA IX B YKpaiHi i iHTerpanii B CBiTOBY c1cTeMy Ilepepo3Nofiny ¢GiHaHCOBMX pecypciB.
Y crarti posmiAHyTi pisHi cucreMu 30epiraHHA LIHHMX IalepiB, HalliOHaJbHI HEIO3UTApHI CUCTEMM, PO3KpPUTI
0cO0IMBOCTI Hal[iOHAIBHMX MeXaHi3MiB B3a€EMO3B' 3Ky BCIX Y4aCHUKIB pUHKY LiIHHMX IIallepiB, BUAB/ICHI KOHIICNITYa/IbHi
npo6ieMy oprasisanii pUHKY IiHHYX Ianepis B YkpaiHi, 0OIpyHTOBaHO HeOOXiTHICTD afjanTanii MbDKHapOZHOTO JOCBiLY
T4 IHCTUTYLiIHOTO PO3BUTKY Hal[iOHaJbHOI IEO3UTApHOI cucTeMy YKpaiHu. MaTepiamu cTaTTi MalOTh IMPaKTUYHY
LiHHICTD IS PO3BUTKY EIIO3UTAPHOI CUCTeMM B YKpaiHi, AK 0CHOBM (PyHKIiIOBaHH:A PUHKY LIiHHMX IIarlepiB, CyMicHOI 3
TEXHOJIOTi30BaHVMMY MDKHAPOJHMMI JEeIO3UTapHMMY CUCTeMaMM Y BCill IIOBHOTI (DYHKIIIOHATBHIX MOXIIMBOCTEN, IO
3abesreyye rapaHTil IpaB BIAaCHOCTI iHBecTOpiB i fae Haromy YkpaiHi cTaTy NOBHOLIHHUM Cy6'€eKTOM IepepOo3NOfiny
cBiTOBUX (DiHAHCOBMX pecypciB, BiIIOBITHO 10 LIbOTO 3a/Ty4aTyl iHBeCTULI /11 pO3BUTKY €KOHOMIKY 3a MDKHapOLHIMMU
IpaBWIAMH i CTAHJAPTaMM «IIPO30POro» (PyHKIIIOBaHHSA PUHKIB I[iHHMX IIallepiB, UM caMUM GOpMYIoUuM iHCTUTYLIiVIHI
6ap'epu KOpynuilHUM BIUIMBaM. 3poO/eHMiI NOPiBHANbHMII aHaIi3 [IeIO3UTAPHUX CUCTEM Pi3HUX KpaiH [O3BOJLAE
BUABUTH CTa0Ki MiCLIA Y HaABHII IeIO3UTApHIN cucTeMi YKpaiHy, HaMiTUTU KOHLIENITya/IbHi IMiIXOY 1O 3aKOHOJABYMX
Ta OpraHisaliliHuX JIiil 3 il pO3BUTKY

KntoyoBi cnoBa: 11inHi mamnepu, 36epiradi, ero3utapHa gisuibHiCTh, LleHTpambHMit leno3uTapiit, Mi>XHapOZHMIT JOCBIf
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