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Abstract. The relevance of the study is conditioned by the need to improve the main forms of social security and
social guarantees at the national level, in accordance with the current legislative and regulatory support, state target
programmes, and existing infrastructure. The purpose of the study is to define modern areas of institutional support
for social innovations for the balanced development of socio-economic systems. General scientific theoretical
methods, in particular analysis, synthesis, and generalisation, were chosen as the leading research methods. It is
determined that the basic foundations of state support are the provision of the institutional development of innovative
infrastructure and interaction of civil society with state and regional authorities and local self-government. It is
established that a necessary prerequisite for the promotion of social development and the introduction of social
innovations is institutional support at the national level, which will coordinate the implementation of social
initiatives that can later be produced as social innovations. Therefore, the imperatives of the development of the social
component are defined as social innovations that are characterised by non-standard, but effective solutions to social
problems, the priority of which is the social (qualitative), rather than the economic (financial) effect. The diversity of
areas of social activity of the Ministry of Social Policy and heterogeneity of ways of its interaction with civil society
are revealed. It was found out that programme-targeted conceptual fields, activities, and programmes to promote
the development of social innovations at the national, regional, and local levels are currently absent, but the main
interest in a wide range of manifestations of social innovations and the possibility of attracting funds to finance them
belong to the initiatives of non-governmental organisations and social entrepreneurship. Accordingly, it is confirmed
that the main institutional structure that can support the processes of generating, producing, and distributing social
innovations is the Ministry of Social Policy of Ukraine, respectively, at the regional level, such structures can be local
state administrations. The practical significance of the study is conditioned by the establishment of a theoretical basis
for the chosen goal for further implementation in practice

Keywords: innovation activity, innovations, institutional economy, balanced development, innovative infrastructure,
socio-economic system

The Problem Statement ) ) o o
innovative component of the social orientation in the form

Society’s awareness of natural constraints determines the
investigation of the innovation vector of the concept of balan-
ced and “efficient” economic development with mandatory
consideration of environmental and social consequences.
In the process of high-quality socio-economic and environ-
mental development, the institutional foundations of the

Suggested Citation:

of social innovations in regional ecosystems are gaining
newfound relevance.

The processes of generating, producing, and spread-
ing social innovations require appropriate favourable legal
grounds that directly or indirectly regulate the institutional
basis for the development of social innovations.

Buy, Ju.V. (2020). On institutional support of social innovationsin the conditions of sustainable development. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 11-16.
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On Institutional Support of Social Innovations in the Conditions of Sustainable Development

Analysis of Recent Studies and Publications

The increased attention of the scientific community to the
topic of social innovations is confirmed by research on the
content-generating essence of social innovations, the search
for opportunities for their applied dissemination and imple-
mentation in public life. At the same time, there is an increase
in the number of research papers devoted to the develop-
ment of the social component of the concept of sustainable
(balanced) development, social innovation, the social ori-
entation of innovation activities, and social innovations in
the scientific space. In particular it is worth paying attention
to the following researchers: O.V. Bilskaya [1], M.M. Bil [2],
L. Boiko-Boichuk [3], O.A. Grishnova [4], T.A. Zaiats [5],
O.Ye. Kuchko [6], N.Ye. Letunovska [7], L.A. Meizhys [8],
0.0. Nabatova [9], Z.V. Smutchak, O.Yu. Sytnyk, O.M. Osta-
penko [10],1.V.Theron[11],L.I.Fedulova[12],0.A.Kharun[13],
W. Phillips, E. Alexander, H. Lee [14], A. Lashitev, L. Bals,
R.Tulder [15], A. Unceta, J. Castro-Spila, ]. Garcia Fronti [16]
et al. However, the study of the institutional foundations
for the development of social innovations at the micro, meso,
and macro levels requires a more thorough investigation.

Setting the Objectives

The purpose of the study is to define modern areas of in-
stitutional support for social innovations for the balanced
development of socio-economic systems.

Results and Discussion

The conceptual foundations of state support for the process-
es of generating, producing and spreading social innovations
in Ukraine are institutional support for the development of
innovation infrastructure and interaction of civil society with
state and regional authorities and local self-government. State

policy in the context of sustainable (balanced) development
provides for the balance of innovative development of all its
components (economic, environmental, and social). The pri-
ority areas for implementing innovative development of the
social component are the introduction of social initiatives,
which are characterised by specific forms of manifestations
of institutional support for social innovations.

At the national level, the regulation of social policy
in Ukraine is coordinated by the Ministry of Social Policy
of Ukraine. One of the areas of its activity (Fig. 1) is deinsti-
tutionalisation. The study suggests that social innovations
should include the reform of deinstitutionalisation initiated
by the Government of Ukraine in 2017, in accordance with
the national strategy for reforming the system of institutional
care and upbringing of children for 2017-2026, which was
approved by order of the Cabinet of Ministers of Ukraine
No. 526r of August 9, 2017 [17]. The process of deinsti-
tutionalisation involves planning for reorganisation with
the reduction and/or closure of residential institutions, the
creation of various other child care services that are regu-
lated by law and results-based standards. The social effect
of this reform will be achieved by the active development
and availability of services at the level of the territorial
community for children and families with children, which
will contribute to the gradual elimination of residential insti-
tutions and the conversion of institutions into centres for
providing specialised services, educational institutions and
others that will contribute to meeting the needs of commu-
nity residents. The reform is designed for 10 years and pro-
vides that during this time the number of children in board-
ing schools will decrease by 90%, and each community will
have affordable and high-quality services to support families
with children in accordance with their individual needs [18].

E-services ’~ Pensions

Deinstitutionalisation

Ministry reform

Housing subsidies

Children

War veterans and ATO participants\'Anti-corruption activities

Figure 1. Main activities of the Ministry of Social Policy of Ukraine

It is worth noting the cooperation of the Ministry of
Social Policy of Ukraine and higher educational institutions
in conducting courses on the Ukraine-Norway project (area
for war veterans and ATO participants). The project is
implemented based on the agreement UKR-14/0033, con-
cluded between the University of Nurland (Norway) and
the International Charitable Foundation “International Fund
for Social Adaptation” (Ukraine) [19]. The main goal of the
project is professional retraining of the target group (military
personnel, ATO participants) for civilian specialities that are
in demand in the labour market of Ukraine, which, for its

part, contributes to legal and social adaptation to living
conditions in civil society [20]. Another programme that
promotes the adaptation of military personnel is the annual
national programme Ukraine-NATO within the framework
of cooperation between Ukraine and the North Atlantic
Treaty Organization, in compliance with decisions taken
during the meeting of the North Atlantic Council of NATO
with Ukraine and Georgia [21].

As part of the expansion of social initiatives of the
Ministry of Social Policy of Ukraine, the Cabinet of Ministers
of Ukraine adopted a resolution of 03.03.2020, which approves
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the procedure for using funds provided in the state budget
for the implementation of the pilot project “Development
of Social Services” [22]. The project consolidates important
initiatives to implement the Law of Ukraine “On Social Services”
and reform the system of institutional care and upbringing of
children [23]. The prospect of the idea is to promote the
deinstitutionalisation of persons with disabilities.

According to the plan, the state will support the
development of the following social services [24]:

o day care for children with disabilities and persons
with disabilities;

o support during inclusive training;

« social support during employment and at the workplace;

« temporary rest for parents or persons replacing them,
caring for children with disabilities;

« supported accommodation.

In addition, the Ministry of Social Policy of Ukraine
initiated a public discussion of the “Framework requirements
for preventive environmental and social measures” which
were updated in 2020 and used for the implementation of the
environmental assessment of the project “Modernisation of
the system of social support of the population of Ukraine”
and it is proposed to scale the computer programme “Social
community” within the framework of the pilot project “Social
community”’, which was certified in 2019 [25; 26].

Of particular note is the variability of the areas of
social activity of the Ministry of Social Policy and the het-
erogeneity of methods of its interaction with civil society.
However, there are still no programme and target concepts,
strategies, and defined measures to promote the introduc-
tion of social innovations at the national, regional and local
levels. In Ukraine, non-state structures and social entre-
preneurship are mainly responsible for the manifestation
of social innovations and raising funds to finance them.

Among the most significant global trends in the deve-
lopment of social innovation is the socialisation of the pro-
cess of institutionalisation of social innovation by President
Barack Obama. In 2009, the president created the White
House Office of Social Innovation and Civic Participation
(SICP)) [27]. One of the leading social innovation pro-
grammes formed by the White House administration was
the creation of the Social Innovation Fund. Nowadays, the
fund is managed by the federal government, which is one
of the main institutional structures in the United States of
(CNCS)) and conducts its activities in the field of service,
development of volunteerism, and is also a grant giver. The
agency’s activities are aimed at helping American citizens
improve their lives through structures such as: Ameri Corps,
Senior Corps, the Volunteer Generation Fund, etc. These
structures meet the needs of the public related to education,
health care, energy saving, economic development, military
servants, natural disaster service [28].

One of the government’s programmes was the cre-
ation of the Social Innovation Fund (SIF), which allocates
investments in innovative solutions that offset the impact of
inefficient programmes [29]. In addition, despite the developed
system of social security, insurance, and compliance with
social norms and guarantees in the United States, the Office of

Social Innovation created by the administration of President
Barack Obama became the first institutional structure of
this level, which directed its activities in solving public
problems with new, non-standard ways of social interaction
at the state level. Having demonstrated a new way of relations
between the state structure and civil society, institutional
structures of civic participation have spread.

It is worth noting the institutional support of social
innovation by leading educational institutions through the
implementation of social innovation research curricula,
in particular, the University of Cambridge operates the
Cambridge Centre for Social Innovation: the Cambridge
Business School of Judges, which offers a two-year Master’s
programme in social innovation [30], Goldsmiths Univer-
sity provides an opportunity to study at the Master’s pro-
gramme in social entrepreneurship [31], at the University
of London there is an opportunity to enter the Master’s
programme in social innovation and social entrepreneur-
ship [32]. Many of Oxford’s research projects are related to
supporting social entrepreneurship, which in one way or ano-
ther relate to solving social or environmental problems [33],
Harvard offers a student scholarship programme New World
Social Innovation, for the implementation of measures to
solve social problems through social innovations [34].

The European Commission is preparing a multi-
year financial framework for 2021-2027. The European
Social Fund Plus (ESF+) published a proposal of the regu-
lation [35], which is the EU’s main financial instrument for
improving employee mobility, employment opportunities,
strengthening social cohesion, improving social justice,
and increasing competitiveness in Europe for the period
2021-2027. ESF+ aims to merge the existing European Social
Fund (ESF), Youth Employment Initiative (YEI), and Fund
for European Aid to the Most Deprived (FEAD)), Employ-
ment and Social Innovation Programme (EaSI), and EU Health
Programme. The new programme of the European Social
Fund focuses its investments in three main areas: education,
employment, and social inclusion.

Conclusions

Thus, in the course of the study, it was confirmed that for
Ukraine, the objective necessity of today is to comply with a
certain vector of state-building in accordance with the con-
cept of sustainable (balanced) development. It is determined
that social innovations are key imperatives in the process of
formation of the social component, which is determined by
the effective non-standard solution of social problems with a
focus on the qualitative effect. It was found out that the imple-
mentation of social initiatives is regulated by the Ministry of
Social Policy of Ukraine at the national level and local state
administrations at the regional level. It is revealed that the
main spectrum of activity of regional social structures is the
socio-economic development of the respective territories, the
development of science, education, culture, health, physical
education and sports, family, women, youth and minors, ensu-
ring social protection, employment, labour and wages. It was
proved that regional social programmes are formed based
on the priorities of each individual region in accordance with
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the national strategy for sustainable development. Despite ~ formed models of regional development of social innovations
these facts, it was found out that currently there are no clearly  in Ukraine, which gives grounds for further research.
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Mpo iHcTUTYLiOHanbHe 3a6e3neyYyeHHs colianbHMX iIHHOBaLIN
B YMOBaX CTasioro po3BUTKY
tOnia BikTopiBHa byn

IBaHO-®paHKiBCbKMI HaliOHaIbHUA TEXHIYHUI YHIBEPCUTET Ha(TH i rasy
76019, Byn. Kapnatcbka, 15, M. IBaHO-®OpaHKiBCbK, YKpaiHa

AHoTaLifl. AKTya/IbHICTD CTaTTi BUSHAYAETHCSA IIOTPEOOI0 B YIOCKOHATICHHI OCHOBHIX (POPM COLIIaTbHOTO 3a0e3IIeYeHHS
Ta COLlia/IbHIX rApaHTill 3araTbHOEP>KaBHOTO PiBHA BilMIOBIHO JO YMHHOTO 3aKOHOAABYOT0 Ta HOPMATVBHO-IIPAaBOBOTO
3a0e3IeYeHH, IeP>)KaBHYX LIUIbOBUX IIpOrpaM i HasBHOI iHpacTpyKTypu. MeTok CTaTTi € pelpeseHTallia CyJacHux
HaINpsIMiB IHCTUTYL[{OHAIBHOTO 3a0e3IeYeHHs COLliabHMX IHHOBALi /151 36a/TaHCOBAHOTO PO3BUTKY COLiaTbHO-
eKOHOMIYHMX crcTeM. [IpoBifHIMY MeTOgaMI JOCTIIKEeHHsI 0OpaHO 3arabHOHAYKOBI TEOPETUYIHI METO/M, 30KpeMa
aHaJIi3, CMHTe3 i y3araJbHeHHsA. BusHaueHo, 1[0 6a30BMMIU OCHOBAMU JIepXKaBHOI MiTPUMKN € 3abe3ledeHHs
iHCTUTYIiOHA/IPHOTO PO3BUTKY iHHOBALiiHOI iHQPAaCTPYKTYpU Ta B3a€EMOJif IPOMAJIAHCBKOTO CYCIIIbCTBA 3
OpraHam Jiep)KaBHOI i perioHaIbHOI BIa/iy Ta MICIIEBOTO CAMOBPsILyBaHHs1. BCTaHOBIEHO, 1110 HEOOXiJHOIO IIepeyMOBO0
aKTUBi3alii CyCHiIbBHOTO PO3BUTKY Ta BIPOBA/KEHHA COLiaIbHMX iHHOBAILl € iHCTUTYILifHA MigTPMMKa Ha
3arajbHONEP)KAaBHOMY PiBHIi, KOTpa KOOPAVHYBATMME Peajli3allilo COoljia/IbHMX iHiliaTVB, AKi B MOGAIBIIOMY MOXYTb
IIPOJYKYBATHCA AK COLlia/IbHi iHHOBaIlil. BifTak iMIIepatBaMy po3BUTKY COLIia/IbHOIL CK/Ia/IOBOI BM3HAYEHO COLlianbHi
iHHOBaIii, KOTpi XapaKTepU3yIOTbCsA HECTAHNAPTHMUM, OZHAK e(peKTVBHUM BUPILNICHHAM COLia/IbHUX IpOO/IeM,
IPIOPUTETHICTIO IKMX € COLlianbHMI (SIKiCHUIT), a He ekoHOMiuHMI (PinaHcoBMIT) edekT. BusiBeHO pi3HOIIAaHOBICTD
HaIpsMiB coliiaibHOI AisibHOCTI MiHicTepcTBa coianbHOI HOMITUKY Ta PI3HOPIHICTD C110c06iB 110ro B3aeMoii i3
IPOMAJITHCBKUM CYCIIIIBCTBOM. 3’SICOBAHO, 1[0 IIPOrPaMHO-1[i/IbOBi KOHIENITya/IbHi HAIIPAMM, 3aXOfY Ta IPOrpaMu
31 CIpMAHHA PO3SBUTKY COLiaJIbHUX IHHOBALi/l HA 3arajJibHOJEP)KaBHOMY, PETIOHAIbHOMY Ta MiCLIEBOMY DiBHAX
Ha CbOTOJHI BiICYyTHI, IPOTE OCHOBHE 3al[iKaBJIEHHA y IIMPOKOMY CIIEKTPi BUABIB COLia/IbHMX iHHOBAILN Ta
MOXX/IMBOCTI 3a/Iy4eHHs KOLITIB [y iXHbOro (piHAHCYBaHHs Ha/leXarTb [0 iHil[iaTuB Heflep>)KaBHUX OpraHisaiiiit
Ta COILia/IbHOTO MiJIPMEMHMITBA. BiIlIOBiIHO MigTBEPKEHO, IO OCHOBHOIO IHCTUTYLIIHOK CTPYKTYpPOIO, fKa
MO>Ke 3a0e3IIedyBaTy MiTPUMKY IIPOLieciB TeHepyBaHH, IIPOAYKyBaHH Ta IOLIMPEHH COLlia/IbHNUX IHHOBALIN €
MinicTepcTBO COLiaNbHOL NOMITUKYM YKPaiHy, BilTIOBITHO HA PETIOHAIbHOMY PiBHI TAKMMU CTPYKTYpPaMyu MOXYTb
BUCTyIaTy Micnesi fgepxaBHi agminicrpanil. IlpakrTuyHa HiHHicCTD HaykoBOI po6oTM mosArae y ¢opmysaHHI
TEOPETUYHOTrO MifAIPYHTS 3 00paHOI MeTH /IS OfA/IbIIOrO BTi/IeHHs Ha MIPAKTHUII

KntoyoBi cnoBa: iHHOBamiliHa [isAnbHICT, iHHOBANLIl, iHCTUTYIliOHa/IbHA eKOHOMIKa, 30aTaHCOBaHMII PO3BUTOK,
inHOBauiitHa iHPpacTpyKTypa, COLliabHO-eKOHOMIYHa CHCTeMa
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Abstract. The relevance of the study lies in the fact that welfare is a fundamental concept that was formed in the
origins of economic schools and theories. The purpose of the study is to examine the evolution of welfare theories of
economic schools and concepts. The study used the method of logical analysis, critical analysis to examine scientific
literature, theoretical aspects of the subject. It is established that the theory of welfare was marked by polarised
trends in the prevalence of the market or state; the theory of welfare is based on the imperatives of economic growth
(location theories, neoclassical theories, theories of cumulative growth, institutional theories, and new theories of
regional development); search for indicators of human development that go “beyond GDP”. It is discovered that the
rethinking of approaches to local and regional development at the present stage is associated with the actualisation
of endogenous development and the place-based theory. The study also identified that along with the theories of
welfare based on the economic concept, international studies spread theories that determine the social status of
people from the standpoint of their high standard of living and human development. The conducted research on
the evolution of welfare theories indicates the need to develop and implement a national policy that activates local
development and provides high-quality public services. The study was determined by many parameters: starting
from the type of social structure, the existing socio-economic situation in the country, ending with the development
of institutions and the features of the development and use of financial resources

Keywords: welfare, state, market, territorial community, economic growth, local economic development, human
development, quality of life, subjective welfare

The Problem statement

The economic doctrine that the country adheres to defines
the fundamental principles of transformation in the short
term and affects the opportunities for long-term development.
Undoubtedly, world and national scientific achievements
have created a powerful scientific and methodological ba-
sis for research that puts forward hypotheses about para-
meterisation, design, and financial support for the welfare
of individuals, communities, and society [1].

Welfare is a fundamental concept that was developed
in the origins of economic schools and theories, since any
changes, even those aimed at eliminating crisis phenomena
or, in a broad sense, the long-term prosperity of countries
are associated with the desire to improve the lives of the
residents. Therefore, there is little doubt that in the most gen-
eral sense, any transformation should be considered in an

Suggested Citation:

indissoluble connection with the understanding of welfare by
individual scientific schools, and a deep understanding of the
ideas and concepts underlying them. In this regard, it is im-
portant to emphasise the main theories and methods that
researchers have used in their efforts to consider welfare.

Analysis of Recent Research and Publications

The outlined problems require turning to interdisciplinary
research, primarily by outstanding researchers who laid
the foundations for the modern understanding of wel-
fare theories: A. Smith [1], J. Keynes [2], ]. Bentham [3],
K. Menger, E. Bohm-Bawerk, E. Wieser [4], D. Robertson [5],
A. Pigou [6], K. Arrow [7], L. Erhard [8], M. Friedman [9],
J. Rawls [10], J. Coleman [11] et al. Studies devoted to the
quality of life of the population, human development and

Hrynchyshyn, LM. (2020). Evolution of welfare theories in the postulates of economic schools and concepts. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 17-22.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 17-22 17




Evolution of Welfare Theories in the Postulates of Economic Schools and Concepts

welfare of many researchers, including: V. Lagutin [12],
O. Komiakov [13], S. Drazhnytsia [14].The researchers who
were engaged in the study of economic aspects of welfare:
O. Melnichenko [15], I. Lavrenkova [16], O. Glushchenko
etal [17].

Purpose of the study

The purpose of the study is to examine the evolution of
welfare theories in the postulates of economic schools and
concepts.

Research Results

Over the past century, most prominent researchers have
associated the definition of a good society with the search
for the economic power of countries as an integral com-
ponent of the country’s wealth. The change in key posi-
tions was based on reaching consensus in the relationship
between the main institutions of the market and the state,
the individual as a producer and consumer of public goods,
capitalisation of resources and capacity-building, which
were considered key values in achieving considerable eco-
nomic results. In this regard, A. Kolot notes “..economic
theory has studied and in fact continues to study the func-
tioning of economic systems mainly in the context of the
interaction of two key institutions - the market and the
state” [18].

In the context of substantiating the neoclassical
paradigm of development, V. Lagutin rethinks this posi-
tion, points to the triad of interests and notes that “if neo-
liberal methodology considers direct direct connections in
the triangle “man-market-state”, neoconservatism under-
stands these connections through the prism of individual
social groups” [12]. Although the researcher draws atten-
tion to the primitive forms of organisation of social groups
(family/household), this position is the basis for consider-
ing a community-centred approach that allows identifying
it as a certain social group (community), and an institution
the role of which was clearly outlined at the end of the last
century.

Consequently, the methodological foundations of
the study of the relationship “state-market-community” in
the context of ensuring welfare acquire a new meaning. It is
important to reach consensus among key institutions. From
this standpoint, R. Rajan notes: “a society suffers when one
of its pillars is weakened or excessively strengthened in rela-
tion to others. Markets are too weak — society becomes unpro-
ductive. Community weakens - society moves towards clan
capitalism. The state is too weak — fear and apathy dom-
inate the society. Conversely, if there is too much market —
society becomes unfair. Too much community - society loses
its dynamism. Too much state — society becomes authorita-
rian. Balance is what is critically important” [19]. In the sense
of this definition, it should be stated that over the past cen-
tury, economic theories and schools were developed under
the influence of the dominance of either the market or the state.

Historically, in the pre-capitalist period, welfare was
identified with a group of ethical theories of consequentialism,

the ideological and value foundations of which consisted
in obtaining good results, among which it is worth high-
lighting eudaemonism and hedonism. The highest form of
social existence and good society was seen in happiness.
More recent ideas are reflected in utilitarianism and rational
egoism.

In the context of the emergence of capitalism, mer-
cantilists made a certain attempt to understand economic
relations. Their attempt to show the complex system of the
economy through the prism of monetary relations and the
absolutisation of trade was outlined in the understanding
of welfare through the accumulation of money.

The beginning of the development of classical poli-
tical economy and economic science is directly related to
the teaching of A. Smith and his fundamental study “An
Inquiry into the Nature and Causes of the Wealth of Nations”
(in an alternative translation “The Welfare of Nations”) [1].
The outstanding economist and his followers are certain
that the welfare of a nation depends on the welfare of each
member of society, embodied in labour and capital.

It is important that in defending the idea of a free
market “laissez-faire” A. Smith did not reject the impor-
tance and role of the state in ensuring some state functions,
such as national defence. Political economy in his under-
standing is a set of scientific knowledge that a statesman or
legislator needs: “firstly, to provide the people with a gener-
ous income and means of subsistence, or rather to provide
them with the opportunity to acquire them, and secondly,
to provide the state or society with an income sufficient for
public needs” [1].

His position on the role of taxes is important, as he
advocated a real estate tax, but was critical of the progres-
sive personal income tax, considering it a form of “robbery”.

A. Smith formulated the concept of economic man
as the basis of society, arguing that “the personal interest
of each person forces them to look for profitable and avoid
unprofitable occupation” [1]. The main provisions of the
teaching of A. Smith regarding research on welfare issues:

1) welfare is a fundamental concept of the classical
school of economics and a generalising category at the level
of the country in general (the welfare of nations is studied),
through the prism of maximising the welfare of all members
of society, clearly defining the “top-down” principle and
understanding of the welfare (wealth) of the nation;

2) the individual welfare of each person, pursuing indi-
vidual interests (own benefits), is determined by the ability
to effectively use their own capital and labour.

In developing the foundation for future research,
classical political economy and its representatives laid the
foundations for methodological understanding and develop-
ment of many economic theories.

An obvious alternative to the classical understand-
ing of economic processes was proposed by J. Keynes in his
fundamental study “The General Theory of Employment,
Interest and Money’, in which the author defends the “welfare
state“ position by ensuring employment and reducing in-
equality in society, stimulating the demand of the population.
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In support of this, he notes that the most considerable
shortcomings of the economic society in which we live are
its inability to provide full employment, and its arbitrary
and unfair distribution of wealth and income [2]. This well-
known position is reflected in the functioning of the eco-
nomic model, which was characterised by the dominance
of the state and the need for state regulation of many so-
cio-economic processes.

The utilitarian theory of J. Bentham (from Latin util-
itas — benefit) is based on the philosophy of morality and
ethics, which identifies welfare with the happiness of people.
Important in scientific terms is his definition of the “util-
ity principle”. On its basis, the researcher sees the position
of the individual who should strive for happiness, in this
context he writes: “Nature has placed mankind under the
governance of two sovereign masters, pain and pleasure. It
is for them alone to point out what we ought to do as well
as to determine what we shall do’, and the role of the state
is to ensure “the greatest happiness of the greatest number
of people” [3].

Hedonistic views on welfare research prevailed among
representatives of marginalist analysis. Representatives of
the Austrian school of marginalism K. Menger, E Wieser,
E. Bohm-Bawerk [4], D. Robertson [5], A. Pigou [6] rethought
the postulates of classical political economy in terms of
determining approaches to the marginal utility of goods
and services. Using the methods of economic analysis, mar-
ginalists comprehensively studied the limits, the main ideo-
logical postulates that influenced the interpretation of wel-
fare:

1) in early marginalist studies, welfare is determined by
measuring people’s marginal utility and optimal resource
allocation;

2) in subsequent studies, ideas prevailed that success-
fully combined the best practices of classical political econ-
omy and early marginalism and formed a new school of
neoclassical economics.

A detailed welfare study was conducted by A. Pigou
in his work “The Economics of Welfare” [6], substantiating
the need to increase economic welfare (the national divi-
dend), and focusing on the need for mutual coordination of
interests of individuals, enterprises, and society. Indicating
the need for effective distribution in the context of sub-
stantiating economic welfare, he distinguished the welfare
of individuals, social groups, and society in general.

K. Arrow’s book “Social Choice and Individual
Values” [7] and the researcher’s theorem on the impossibi-
lity of “collective choice” (“Arrow’s Paradox”) caused a con-
siderable resonance in the middle of the 20* century. Deny-
ing the function of public welfare as an aggregation of the
welfare of individual members of society in the absence of
transitivity, he argued that the choice of alternatives should
be guided by its qualitative measurement.

An important methodological basis for studying
welfare processes is the transformation of the processes of
capitalism, which has been outlined in a neoliberal area.

The German school of neoliberalism (ordoliberalism) and
its representative L. Erhard, in his fundamental study
“Welfare for Everybody”, attaches great importance to the
desire to achieve an increase in overall welfare. The only way
to achieve this purpose is to consistently restore an economy
based on free competition. Such economic policy also leads
to the further expansion of conventional human civil lib-
erties [8]. Laying the foundations of a socially-oriented
market economy, the researcher sought to combine the
social and market foundations of the functioning of state
processes. The main postulates of his theory are to find a
compromise between liberalism and socialism. An important
aspect of L. Erhard’s theory is the identification of two
types of the welfare state: conservative-corporate (based on
the German model) and social-democratic (based on the
Scandinavian countries). The result of his theory was the
introduction of social insurance in Germany.

Researcher M. Friedman, being one of the found-
ers of the liberal movement, in his study “Capitalism and
Freedom” defended the ideas of reducing the role of the
state, including by “denationalising” the welfare state, while
widely promoting the freedom of the individual and the
family. The fundamental principles of his teaching are the
identification of two types of values: the values of relations
between people (as the right of an individual to choose free-
dom) and the values to use this freedom (as individual res-
ponsibility) [9]. Thus, the researcher indicates the importance
of relationships that are built on value principles.

In his study, R. Rajan, referring to the study of
M. Friedman, claims that he was an opponent of the social
security system, and cites a quote from the work: “In the
past, children helped their parents, motivated by love and
a sense of duty. Now they support someone’s parents out
of coercion and fear. In the past, money transfers served
to strengthen family ties, but now they destroy them” [19].
Thus, the researcher develops the need to balance the role
of key institutions: the state and the market, arguing the
need to consider the “third pillar” - communities.

Notably, the emergence of the idea of communitar-
ianism arose as a reaction to the liberal field of economic
science, in particular, the “Theory of Justice” by J. Rawls.
Based primarily on the teachings of Aristotle and Hegel,
critics disputed the assumptions of ]. Rawls that the main
task of the government is to provide freedoms and econo-
mic resources with which people should lead a freely cho-
sen life [10]. Although the idea of communitarianism has
been transformed in the modern sense, the emergence of
the community as a necessary institution in the functioning
of countries is evidence of the democratisation of society.

Examining the liberal worldview, P. Scroder notes
that delegating political decisions to the local community
will promote self-organisation, counteract the concentra-
tion of economic and political power, and cites Friedrich
von Hayek as proof: “The general feeling of the inhumanity
of society mainly results from the fact that political cen-
tralisation has almost completely deprived of the ability
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to influence the environment in which one is rather than
the depersonalised character of the economic process, in
which modern man is often forced to work to achieve pur-
poses of which one knows nothing” [20]. Thus, researchers
defend the need for self-determination and the self-organ-
isation of people by involving them in making important
local decisions.

Methodological individualism of J. Coleman [11]
and his “Rational Choice Theory” are well suited for de-
scribing a community, since it is considered in the context
of three types of ties:

1) macro-micro communication, where the social phe-
nomenon correlates with the individual level;

2) micro-micro communication, where a “stimulus”
generates a “response”;

3) feedback from the micro level to the macro level,
where individual actions are aggregated [21].

The paradigm of economic growth prevailed over
the past century, at this time research is intensifying in this
area, and the emphasis is shifting from the national to the
regional level. It is worth highlighting the main theories
aimed at increasing economic growth:

1) location theories (geographical determinism, stan-
dard theory, central place theory, spatial organisation of the
economy, industrial areas, sales market theory, concept of
the production cycle);

2) neoclassical theories (theory of economic progress,
marginal productivity theory, theory of production func-
tions, theory of technological changes, pricing theory, equi-
librium theory, optimum model, cycle theory, neoclassical
model, oligopoly theory);

3) theories of cumulative growth (cumulative causation
theory, growth pole theory, volcano model, core-periphery
model, agglomerations theory, peripheral territory deve-
lopment theory, innovation diffusion model, game theory);

4) institutional theories (theory of socio-psychological
institutionalism, inactive (permissive) class, theory of socio-
legal institutionalism, theory of conjunctural concept, non-
institutional theories, new institutional economic theory,
theory of industrial society, theory of transaction costs,
theory of technocratic determinism);

5) new theories of regional development (new economic
geography, new regionalism, innovative theory of econo-
mic development, theory of economic stabilisation, theo-
ries of endogenous growth, concept of national and regional
innovation systems, theory of market potential, theory of
sustainable development) [22].

Notably, in modern conditions, the rethinking of
approaches to regional development occurs through the
actualisation of the approach based on the theory of endog-
enous potential and place-based theory. The arguments in
favour of this are the uniqueness of each territorial commu-
nity and the ability to use untapped potential. This requires
a set of measures in terms of state regulation of local develop-
ment aimed at intensifying economic growth; development

of strategies based on local opportunities and innovative
ideas; application of differentiated principles to the local
economic development of the territorial community.

Notably, despite considerable economic progress in
the second half of the 20" century, since the end of the last
century, there has been a change from focusing on purely
economic approaches to an integrated combination of qual-
itative parameters of human development and estimation
of the standard of living. According to O. Glushchenko, “the
search for meters of human development that go “beyond
GDP” is currently transformed from an alternative stream
of scientific thought to an established scientific field” [17],
and A. Sen and Mahbub ul Haq were at its origins.

Since the 1990s, there has been considerable interest
in social indicators, outlining various doctrinal forms: social
progress, human development, quality of life, and welfare
in a new sense. The theoretical foundations of the study of
the welfare of an individual, territorial community, and the
country in general are a prospect for further research.

Conclusions

Having considered the evolution of views on the essence
and content of welfare theories, the first period of develop-
ment of economic welfare theories was marked by polar-
ised trends in the prevalence of the market or state, public
welfare was considered by theoretical economists in the
macroeconomic aspect and estimated from the position of
the entire set of individuals in general. Later, the analysis
gradually moved towards microeconomics, and social and
environmental parameters were added to the economic
content of public welfare.

In general, the key understanding of welfare is out-
lined in such theories:

1) theories of public welfare (the predominance of the
institution of the state or market);

2) theories aimed at intensifying economic growth (loca-
tion theories, neoclassical theories, cumulative growth the-
ories, institutional theories) with updating the approach
based on the theory of endogenous potential and place-based
theory;

3) theories that determine the social status of people
from the perspective of their high standard of living, human
development, subjective welfare, etc.

Thus, the development of welfare is quite broad and
covers a range of issues from overcoming inequality and pov-
erty in society to ensuring the welfare of all its strata. How-
ever, the way the welfare system is established is determined
by many parameters depending on the type of social struc-
ture, the existing socio-economic situation in the country,
the development of institutions and the specific features of
the generation and use of financial resources. A common
expression of all these concepts is a person whose view has
been transformed from a purely materialistic understanding
of one’s welfare to a broader sense - a person who professes
values and is in collective interaction.
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EBontoLis Teopin fo6pobyTy
y NOCTynaTax eKOHOMiYHMX LUKiN Ta KOHLUenyin
IpnHa MukonaiBHa [ pUHYNLLNH

IHcTUTYT perioHannbHUX gocnigxeHs iM. M.I. JoniwHboro HAH Ykpaitu
79026, Byn. KosenbHuLbKa, 4, M. J1bBiB, YKpaiHa

AHoTaUjsl. AKTya/IbHICTD CTATTI IIOJIATAE B TOMY, 1110 ZOOPOOYT € OCHOBOIIO/IOXKHOO KOHIIEIIIi€0, sika chopMyBanach
y BUTOKAaX €KOHOMIYHMX LIKi/I Ta Teopiil. MeTo CTaTTi € JOCIiKeHH: eBOIOLII Teopiit ;06pobyTy y mocTymarax
eKOHOMIYHMX IIIKi/I Ta KOHIIEMIiit. Y cTaTTi 0y/I1 BUKOPYMCTaHI METOJ JIOTIYHOTO aHaJIi3Y, METOJ KPUTUIHOTO aHAJII3Y
IUIs ONpALIOBAaHHS HAyKOBOI JIiTepaTypy, TEOpPeTUYHUX acleKTiB TeMu. BcraHoBIeHO, 1[0 Teopisa mob6pobyTy
O3HaMeHyBajacs IO/LIPU30BAHMMU TEHJCHIIAMY IIpeBAJIOBAaHHS PUHKY 4M HepXaBy; Teopis mob6bpolyty
I'PYHTYETbCSL Ha iMIepaTMBax eKOHOMIYHOTO 3pOCTaHH:A (Teopii posMiljeHHs, HeOKJIacU4Hi Teopii, Teopil
KyMY/LITUBHOTO 3pOCTaHHsA, IHCTUTYLIIHI Teopil Ta HOBi Teopii perioHalIbHOrO PO3BUTKY); HOLIYK BUMipIoBadiB
JIIOJICBKOTO PO3BUTKY, 1J0 BUXOAATD «3a MexXi BBII» (Beyond GDP). 3’sicoBaHo, 1110 IepeoCMIUCTIEeHHS MiX0/iB
IO MICI[eBOTO Ta perioHa/bHOrO PO3BUTKY Ha CY4aCHOMY eTalli ITOB’513aHO 3 aKTyajli3alli€l0 Teopii eH/JOreHHOrO
PO3BUTKY Ta KOHLEMNLii MiclleBOro eKoHoMiuHOro po3BuTky (place-based theory). BcranoBneno, mo nopsp 3
TeopismMu oO6poOyTY, 1110 ToOy[0BaHI Ha EKOHOMIYHOMY KOHIIEIIT], B MDKHAPOJIHMX JOC/I/PKEHHSX PO3IIOBCIO/KEH]
TeOopil, AKi BM3HAYAIOTh COLIia/IbHE CTAHOBUIIIE JIIOMEN 3 O3NIIII iX BICOKOTO PiBHA KUTTA Ta MIOLCHKOTO PO3BUTKY.
[IpoBeneHe HOCHimKeHHs eBoOMoOLii Teopilt ToOpoOyTy Bkasye Ha HeoOXifHicTb GopMyBaHHA Ta peanmizaril
Iep>KaBHOI IIOJITUKY B HAaNpsAMi akTMBi3anii MicIieBOro po3BUTKY Ta 3a0esNedeHHsA IyOIiYHMX IOCTYT BUCOKOI
AKocTi. JloC/ipKeHHA BU3HAYAIOCA OaraTbMa IapaMeTpaMy: IIOYMHAI0YY Bifi TUITYy CYCHIBHOTO YCTPOIO, HassBHOI
collia/IbHO-eKOHOMIYHOI cuTyanii B KpaiHi, 3akiH4yl0uy pO3BUTKOM IHCTUTYTIB Ta 0COOMMBOCTAMU (HOPMYBaHHS
Ta BUKOPUCTaHHA (PiHAHCOBUX pecypcis

Kniouosi cnosa: f[o6po6yT, fepxaBa, PUHOK, TepUTOpiabHA IPOMajia, €KOHOMiYHe 3POCTaHHA, MicleBUil
€KOHOMIYHMIT PO3BUTOK, JIIOACHKII PO3BUTOK, AKICTb XXUTTS, Cy0 EKTUBHMIL JOOPOOYT
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Abstract. The relevance of the issue of import dependence of the Ukrainian economy is determined by geopolitical
changes, processes of reformatting priorities and strategic areas of the global economy. The purpose of the study is
to determine the level of import dependence of the Ukrainian economy by segments of consumption of processing
industry products and substantiate the areas and mechanisms for implementing the national import substitution
policy. To achieve this goal, methods of analysis, synthesis, and comparison were used. The paper provides a comparative
assessment of the dependence of the economy of Ukraine and the EU countries on the import of industrial products
in the context of 16 production facilities of the processing industry, classified by technological levels, in accordance
with Eurostat standards. Based on the use of data from the “cost-output” matrix, the share of imports in the total
consumption of processing industry products in Ukraine was determined, which in 2016 reached 52.4%, while in the
EU member states the value of this indicator averaged 37.4%. The highest dependence of the national economy on
imports of mechanical engineering and chemical industry products, i.e., key system-forming high-tech industries, is
established. Based on the results of calculations and analytical assessments, a system of import substitution priorities
in the domestic market of industrial goods in Ukraine is constructed and the basic areas for the development of
import substitution industries are outlined. Structural and dynamic transformations in the intermediate and final
consumption of industrial products (Ukrainian and imported), and gross accumulation of fixed capital in Ukraine,
are determined. The proposed set of instruments of regulatory influence of the state (fiscal, organisational, and trade
policy instruments) aimed at reducing the degree of import dependence of the national economy is of practical value

Keywords: total and intermediate consumption, gross fixed capital accumulation, products of the processing industry,
production, import substitution

The Problem Statement

Geopolitical changes, processes of reformatting priorities
and strategic areas of the global economy determine the
actualisation of import dependence issues as one of the
key factors influencing the socio-economic development
of individual countries. The high dependence of any coun-
try on imports of goods and services leads to the openness
(and therefore vulnerability) of its economy to external
economic influences, in particular, such as price fluctu-
ations on world markets, the unfair economic behaviour
of exporting countries, etc. External economic pressure is
increasingly becoming a tool in international competition

Suggested Citation:

and even leads to the deployment of price wars and armed
confrontations for control of strategic resources. As world
experience shows, most countries at certain stages of devel-
opment adopted a policy of import substitution to protect
certain sectors of their economy until they reached a suffi-
cient level of competitiveness in the world market. More-
over, the countries that have now reached the top in the
world economic ranking due to the free market and free
trade policy (Great Britain, USA, Germany, Japan), in the
past were the most active in using protectionist measures to
support national producers.

Ishchuk, S.0., & Sozanskyy, L.Y. (2020). Import dependence of the Ukrainian economy: Problems and solutions. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 23-32.
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The need for import substitution for Ukraine is
conditioned by the fact that this process is a catalyst for
structural changes in the economy, a prerequisite for its
innovative development, an incentive to increase business
activity, and a basis for increasing the export potential of
Ukrainian producers. The establishment of the basic prin-
ciples of import substitution policy should be preceded
by an objective analysis of the level of import dependence
of the national economy and, above all, its industrial sec-
tor. Next, it is necessary to outline the areas and identify
objects (product groups), import substitution of which is
appropriate and economically profitable for the state and
society in the long term. Equally important is the choice
of import substitution policy tools and methods of its prac-
tical implementation. The priority criterion should remain
the principle of efficiency and economic feasibility of import
substitution, which means stimulating the production of
only competitive products characterised by high quality and
competitive price.

Analysis of Recent Research and Publications

A thorough study on the problems of import substitution
in the Ukrainian economy was conducted at the Institute
of Economics and forecasting of the National Academy of
Sciences of Ukraine and by researchers at KNTEU. Thus,
the scientific report [1] substantiates promising areas of
import substitution in the metallurgical industry, chemical
industry, and agri-food sector. The importance of imports
in the operation of high-tech industries of the Ukrainian
economy is described in [2]. The prospects of selective im-
port substitution in certain types of economic activity are

considered in [3]. A methodology for assessing the possibili-
ties of import substitution in the food, textile, and chemical
industries based on equations and identities of the national
accounting system is proposed in [4]. The basics of for-
ming an effective system of regulating the import of goods
in Ukraine are covered in [5]. At the same time, it is advis-
able to pay attention to the studies by T. Vasiltsiv, R. Lupak,
Yu. Osadchuk [6], H. Dong, Z. Kong [7], E. Andreeva, A. Ratner,
0. Voronkova [8], A. Gnidchenko [9], S. Kotlyarovaetal. [10].

Setting the Objectives

The purpose of the study is to determine the level of import
dependence of the Ukrainian economy by segments of con-
sumption of processing industry products and substantiate
the areas and mechanisms for implementing national policy
in the field of import substitution.

Results and Discussion

The structure of imports of goods and services in Ukraine
is dominated by industrial products, the share of which
during 2012-2016 decreased by 5.02 percentage points (pp),
in particular, mining - by 10.01 pp (including production
of crude oil and natural gas — by 8.07 pp) (Table 1). But the
share of products of the processing industry in the struc-
ture of imports of goods and services in 2016, compared
with the previous year, increased by 5.71 pp. For compar-
ison, the share of industrial products in imports of goods
and services to Poland in 2016 was 45.87% (which is 34.03 pp
less than in Ukraine), and the highest value of this indicator
among the member states of the European Union (EU) - in
Hungary (55.09%).

Table 1. Share of industrial products in imports of goods and services of Ukraine, %

Indicator 2012 2013 2014 2015 2016

Industry 84.92 82.80 82.00 81.46 79.90

Processing industry 65.02 65.71 68.07 64.25 69.96

Mining and quarrying industry, incl.: 19.77 16.95 13.77 15.72 9.76
Production of crude oil and natural gas 13.76 9.71 10.76 5.69

Source: compiled by the author based on [11]

The high share of industrial products in the import
of goods and services of Ukraine, compared with the EU
member states, is conditioned by the structural features and
level of development of the national economy. Consider-
ing the dominance of processing industry products in the
structure of imports of goods and services, this study focuses
on assessing the level of import dependence of the economy
on this particular type of industrial product.

A general indicator of industrial products consumed
and used in a country is the indicator of total consum-
ption, which is defined as the sum of output and import
volumes minus the volume of exports of these products.
To determine the level of import dependence of the economy,
it is proposed to use the indicator of the share of imports

in total consumption (the share of imports in total con-
sumption = import of goods and services / (output + import
of goods and services - export of goods and services).
The higher the value of this indicator, the higher the country’s
import dependence, and therefore the higher the risks to
its economic security.

The Ukrainian processing industry has significant
production and raw materials resources and human capital,
and therefore development potential. However, the Ukrainian
economy is characterised by a rather high dependence on
imports of industrial goods, in particular, when compared
with EU member states that are similar in key structural
parameters to the industrial sector (Fig. 1).
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Figure 1. Share of imports in total consumption of processing industry products
in Ukraine and the European Union in 2016, %

Source: compiled by the author based on [12]

In 2016, in terms of the share of imports in total con-  The Ukrainian economy, compared with the Polish one, is
sumption of processing industry products, Ukraine was  much more dependent on the import of industrial products
ahead only of Hungary and Slovakia, losing, for example, to  of processing industries of all levels of manufacturability
Poland in this indicator by 18.49 pp (52.39% against 33.90%).  (Table 2).

Table 2. Share of imports in total consumption of processing products in Ukraine and Poland, %

Ukraine Poland Deviation (+/-)
Production
2014 2015 2014 2015 2013 2014 2015 2016
Production of basic
pharmaceutical products ., o5 2176 6545 66.67 42.37 43.09 44.34 42.73 29.73 28.69 21.10 23.94
= and pharmaceutical
9 preparations
-IS, Computer manufacturing,
T electronic 93.57 91.48 96.96 93.37 64.16 66.19 72.58 71.72 29.42 25.29 24.39 21.64
and optical products
Total 82.41 80.09 80.04 79.75 58.48 60.38 64.60 63.00 23.93 19.71 15.45 16.75
Production of chemicals 5 ) 78 43 7573 70,53 29.64 30.37 29.32 28.89 43.98 48.06 46.41 50.64
and equipment
Production of electric 2, o1 ¢ 57 7026 73.26 50.89 52.49 53.65 55.71 20.72 14.08 18.61 17.55
equipment
£
§ Production of machinery
-'g and equipment,not  83.18 91.80 96.53 89.78 27.45 27.56 25.62 29.58 55.73 64.24 70.91 60.19
= assigned to other groups
S Production of motor
k vehicles, trailers, ~ 91.84 83.93 89.40 91.98 69.66 67.89 69.75 70.05 22.17 16.05 19.65 21.93
= and semi-trailers
Production 13.92 28.17 18.11 20.66 66.31 58.90 54.66 61.13 52.38 30.73 36.55 40.47
of other vehicles
Total 71.92 76.54 78.75 81.11 50.09 49.73 50.10 52.37 21.82 26.80 28.65 28.75
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Table 2, Continued

Group Production Ukraine Poland Deviation (+/-)
2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016
Production of coke
and coking products,  56.98 67.43 66.41 62.69 44.58 47.71 43.97 40.14 12.40 19.71 22.44 22.55
oil refining products
Production of rubber o, 55 19 46 4747 47.61 36.04 3533 3427 3513 1471 1413 13.20 12.48
= and plastic products
[3}
*? Production
z of other non-metallic ~ 25.28 2.31 23.78 23.57 15.97 16.16 17.09 18.92 9.31 10.15 6.70 4.65
_'E mineral equipment
=]
£ Metallurgical production 32.37 30.27 29.17 24.85 27.81 29.71 30.63 31.80 4.56 0.56 -1.46 -6.95
= Production of ready-made
metal products, 48.28 59.80 58.48 55.35 23.76 23.21 21.06 21.36 24.52 36.58 37.43 33.99
except for machinery
and equipment
Total 43.47 49.35 48.18 43.25 33.63 33.98 30.80 29.83 9.84 15.36 17.38 13.42
Production of food,
beverages, 20.08 20.38 19.04 23.08 15.75 15.67 15.67 16.95 4.33 471 3.38 6.13
and tobacco products
Textile production,
production of clothing, g0 2, g1 91 77,98 77.88 32.10 32.46 30.23 31.99 56.64 49.45 47.75 4589
5 leather, and other
o materials
§ Production of wood,
paper; printing activities 39.54 40.81 38.39 36.90 20.71 20.48 20.03 20.03 18.83 20.34 18.36 16.86
and replication
Production of furniture; 5, 55 50 10 3876 38.55 21.18 23.45 21.66 21.89 11.35 6.65 17.10 16.65
other products
Total 30.06 29.91 29.58 32.31 18.28 18.47 18.20 19.14 11.79 11.43 11.38 13.17

Total processing industry

48.93 51.02 51.26 52.39 33.60 34.17 33.49 33.90 15.32 16.85 17.77 18.49

Source: compiled based on [11; 13]

The largest gap between countries in terms of the
share of imports in total consumption is typical for products
of medium-high-tech industries (28.75 pp in 2016), and the
lowest-for products of low-tech (13.17 pp). In terms of pro-
duction in 2016, Ukraine was most inferior to Poland in
terms of dependence on imports of mechanical engineering
products (by 60.19 pp), chemical (by 50.64 pp) and light
(by 45.89 pp) industries. At the same time, both countries
are characterised by the lowest dependence on imports of
food products, but in Ukraine the share of imports in total
consumption of these products in 2016 was higher by 6.13%
points (against 4.33 pp in 2013). But the existing production
potential of other vehicles in Ukraine determines a signifi-
cantly lower (by 40.47 pp) level of import dependence for this
type of product than in Poland. The situation is similar with
metallurgical products. In general, there are positive trends
in Ukraine towards the reduction of import dependence
in the total consumption of processing industry products.
Thus, in 2016, there was a decrease in the share of imports
in the total consumption of products of such industries:

o high-tech - by 0.29 pp, in particular, the production
of computers, electronic and optical products by 3.60 pp;

« medium-low-tech - by 4.93 pp (excluding the produc-
tion of rubber and plastic products).

In addition, there was a decrease in the level of depen-
dence on imports of machinery and equipment (by 6.75 pp),
which are products of medium-high-tech industry, and
products of such low-tech industry: textile production,
production of clothing, leather, and other materials (by
0.10 pp); wood production, paper production; printing
activities and replication (by 1.49 pp); production of fur-
niture; other products (by 0.21 pp).

The decrease in the level of import dependence of
the Ukrainian economy is conditioned by an increase in
the rate of the total consumption of industrial products
of Ukrainian production (Table 3). Thus, the growth rate
of Ukrainian products of the processing industry in 2016
reached 28.82% against 1.20% in 2014, including high-tech
industries — 42.16% against 23.25%. An increase in the
growth rate of the total consumption of Ukrainian products
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occurred in most (10) production facilities of the pro-
cessing industry. It is also positive that in key industries,
the growth of total consumption of Ukrainian-made prod-
ucts significantly exceeded the growth of imported ones.
In particular, this applies to the production of computers,
electronic and optical products; the production of machin-
ery and equipment that are not classified as other groups,
and metallurgical production. However, the growth rate of

Table 3. Dynamics of total consumption of processing industry products in Ukraine, %

the total consumption of imported products of the proces-
sing industry in Ukraine in 2016 exceeded the same indica-
tor of Ukrainian products by 5.97 pp (against 1.17 pp in 2015).
Imports of pharmaceutical products, electrical equipment,
motor vehicles and mechanical engineering, and food pro-
ducts grew at the highest rates. At the same time, the growth
rate of imports of chemical industry products, and refined
products, significantly decreased.

Growth / decline rate of total consumption
Total Ukrainian products imported products

2015 2016 2014 2015 2016 2014 2015 2016

14.01 33.08 22.48 39.59 28.38 20.60 3.95 35.56

34.72 48.23 26.85 -52.02 224.00 -6.48 42.80 42.73

22.75 40.10 23.25 23.04 42.16 5.83 22.68 39.58

5435 18.45 -6.14 73.64 -0.06 2231 49.04 2438

-1.82 41.27 28.49 -18.55 36.18 1.41 6.58 43.22

26.58 83.82 -57.04 -46.40 41.08 -2.76 33.10 70.97

15.65 73.28 56.57 -23.68 31.06 -27.31 23.17 78.29

-13.36 25.08 -42.93 -1.22 21.18 38.40 -44.31 42.72

28.67 44.22 -20.92 16.52 28.18 0.72 32.39 48.55

13.57 532 0.05 17.13 16.97 56.40 11.85 -0.57

35.80 29.84 1392 41.16 29.50 8.21 30.32 30.22

2749 3793 -1.23 31.87 3831 427 1522 36.69

406 5189 592 570 61.15 -395 0.28 29.39

3417 29.47 -22.91 38.55 39.24 2284 31.22 22.53

18.10 27.21 0.50 20.83 39.31 27.33 15.29 14.20

2224 23.46 633 2429 1731 834 1420 49.59

35.59 28.99 79.49 65.02 29.58 3.10 29.09 28.82

22.35 3037 11.52 2736 33.53 17.59 15.08 25.30

3271 35.44 -3.70 16.27 35.91 -14.01 70.88 34.69

Production
Production of basic pharmaceutical
5 products and pharmaceutical 21.12
2 preparations
S Production of computers,
= . : - -4.34
I electronic and optical equipment
Total 8.89
Production of chemicals
. 14.80
5 and chemical products
2 Production of electric equipment 9.10
5 | Production of machinery and equipment
S ) -11.89
< not assigned to other groups
§ Production of motor vehicles,
= . S -20.47
B trailers and semi trailers
= Production of other vehicles -31.61
Total -5.36
Production of coke and coking
products, oil refining products 32.15
5 )
2 Production of rubber and plastic products 11.02
z Production of other non-metallic
o ; . 0.16
£ mineral equipment
3 Metallurgical production 2.73
B Production of ready-made metal products, 0.82
= except for machinery and equipment ’
Total 12.17
Production of food, beverages,
6.73
and tobacco products
< Textile production, production of 11.70
Qo clothing, leather, and other materials ’
S Production of wood, paper;
) - s N 13.92
~ printing activities and replication
Production of furniture;
. -7.06
other equipment
Total processing industry 6.81

24.38 26.10 7.04 24.96 21.21 6.27 23.02 37.74

Source: compiled by the author based on [11]

In the structure of total consumption of products of
the processing industry in Ukraine during the analysed pe-
riod, the largest share was consistently occupied by goods
of low- and medium-low-tech industries (a total of 65.63%

in 2016), in particular: production of food, beverages, and
tobacco products (22.36%), production of coke and cok-
ing products, oil refining products (9.21%), and metallur-
gical production (8.48%) (Table 4). Relatively significant
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in this structure are the shares of production of chemicals  consumption of goods only in the food and metallurgical
and chemical products (10.13%) and production of ma-  industries. But imported - in the consumption of goods of
chinery and equipment (7.77%), which belong to medi-  high- and medium-high-tech industries: a total of 53.01%
um-high-tech sector of industry. For its part, among these  in 2016 against 48.81% in 2015.

types of production, Ukrainian products dominate the

Table 4. Structure of total consumption of processing industry products in Ukraine, %

Total Ukrainian products Imported products

Production 2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016

Production of basic
pharmaceutical products g g5 439 407 410 209 253 288 287 564 618 519 522
5 and pharmaceutical
2 preparations
5, | Computer manufacturing,
T electronic 354 321 351 394 045 056 022 055 6.77 575 6.64 7.03
and optical products
Total 7.36 7.60 7.58 8.05 254 3.09 3.10 3.42 12.40 11.93 11.83 12.25
Production of chemicals ¢ o ¢ 5y 1198 1013 427 396 562 436 12.45 13.84 16.67 1538
and chemical products
- Production 259 268 214 229 144 183 122 128 379 349 3.01 3.20
5 of electric equipment
2 | Production of machinery
5 and equipment, not 6.49 542 557 777 214 091 040 1.67 11.04 9.76 10.50 13.31
£ | assigned to other groups
g Production of motor
§ vehicles, trailers 509 383 360 473 081 126 078 080 9.55 6.31 6.28 8.31
= and semi trailers
Production 324 210 148 140 546 308 248 233 092 1.6 052 0.5
of other vehicles
Total 25.69 23.03 24.07 26.32 14.12 11.04 10.49 10.44 37.76 34.55 36.98 40.76
Production of coke
and coking products, 9.98 1250 11.53 9.21 841 831 7.95 7.22 11.63 16.52 1494 11.02
oil refining products
= Production of rubber 5 o5 4 17 460 453 382 430 496 498 411 404 426 411
S and plastic products
‘; Production
o of other non-metallic 465 441 457 478 680 6.64 715 7.67 240 228 212 215
£ mineral equipment
2 | Metallurgical production 8.95 871 7.36 848 11.85 12.40 10.70 13.38 592 517 4.19 4.02
§ Production of finished
metal products, 421 396 431 423 426 325 367 397 415 464 492 447
except for machinery
and equipment
Total 31.76 33.75 32.37 31.23 35.15 34.90 34.42 37.22 28.22 32.64 30.42 25.78
Production of food,
beverages, 23.79 24.06 23.89 22.36 37.23 39.11 39.67 36.13 9.76 9.61 8.87 9.85
and tobacco products
Textile production,
= production of clothing, 3.12 3.30 364 356 069 122 164 165 566 530 553 529
&  |leather and other materials
:3: Production of wood, paper;
-~ printing industryand  4.84 522 519 513 572 631 6.56 6.80 391 418 3.88 3.61
replication
Production of fumiture; 5,5 504 357 336 455 433 411 434 229 179 247 247
other products
Total 35.19 35.62 35.98 34.40 48.19 50.97 51.98 48.91 21.62 20.88 20.76 21.22

Total processing industry 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: compiled by the author based on [11]
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In the structure of total consumption of products of
the processing industry in Ukraine during the analysed pe-
riod, the largest share was consistently occupied by goods
of low- and medium-low-tech industries (a total of 65.63%
in 2016), in particular: production of food, beverages, and
tobacco products (22.36%), production of coke and cok-
ing products, oil refining products (9.21%), and metallur-
gical production (8.48%) (Table 4). Relatively significant
in this structure are the shares of production of chemicals
and chemical products (10.13%) and production of ma-
chinery and equipment (7.77%), which belong to medi-
um-high-tech sector of industry. For its part, among these
types of production, Ukrainian products dominate the
consumption of goods only in the food and metallurgical
industries. But imported - in the consumption of goods of
high- and medium-high-tech industries: a total of 53.01%
in 2016 against 48.81% in 2015.

In terms of consumption segments of processing
industry products in Ukraine, the highest share of imports
in the gross accumulation of fixed capital is approxima-
tely 85% [14]. This level of import dependence poses a threat
to the economic security of the state. This threat is rein-
forced by a critically high degree of physical depreciation
of the fixed capital of the Ukrainian industry (=70%), in
particular, processing industry (=80%). Hence, there is an
urgent need to update and modernise the main production
facilities. The implementation of these import-based pro-
cesses, primarily in the public sector, requires significant
investment, and therefore carries risks for the stability of
the national currency and socio-economic development in
general.

An alternative is to create import-substituting indu-
stries in Ukraine that will be able to produce fixed assets
for the needs of the national economy. However, the orga-
nisation and further operation of such enterprises mainly
involve the use of imported components. Hence, the areas
of import substitution in Ukraine are obvious, which pri-
marily concern these industries. Another argument for the
need to reduce the import dependence of the Ukrainian
economy on mechanical engineering, chemical and light
industry products is that these industries have become pri-
orities for the development of Poland’s industry since it
signed the Association Agreement and joined the European
Union.

Nowadays, imported industrial products also domi-
nate the segment of intermediate consumption - in 2016,
their share was more than 52% [14]. Most of all, the
Ukrainian economy depends on the materials and com-
ponents of the following industries: computers, electron-
ic and optical products (=90%); chemicals and chemical
products (>80%); mechanical engineering (>80%); coke
and refined products (>60%); textile production, clothing,
leather, and other materials (>60%). In fact, this means
that Ukrainian enterprises and organisations not only in
production, but also in other areas (financial, social) cannot
operate not only without imported goods of mechanical

engineering and chemical industry, but also without products
of oil refining and light industry.

In 2016, the final consumption of products from
9 out of 16 processing industries in Ukraine was provided
by imports by more than 70% [15]. Naturally, the highest
import dependence in final consumption was character-
istic of goods of high - and medium-high-tech industries
(81.08% and 73.62%, respectively), and the need for con-
sumer goods of two industries (computers and motor vehi-
cles) belonging to these groups was provided by imports by
more than 90%. In addition, import dependence on end-con-
sumption goods and some medium- and low-tech industries
(production of rubber and plastic products; textile produc-
tion, production of clothing, leather, and other materials;
production of furniture and other products) was critically
high (>80%).

For each of the identified areas of import substitu-
tion in Ukraine, it is necessary to make detailed calculati-
ons of the capacity of target market segments (both domes-
tic and potentially external), the amount of capital invest-
ment required to organise the corresponding production,
their profitability and payback period, and the number of
newly created jobs. At the initial stage, it is economically
justified to increase the domestic output of a number of
goods to replace simple imports or products for which
there is a significant current (and very promising) demand
in Ukraine due to the development of the agricultural sector,
the implementation of energy saving projects, modernisation
of production and social infrastructure.

No less important is the choice of mechanisms for
implementing the state import substitution policy. Here it is
necessary to emphasise that in the conditions of Ukraine’s
membership in the WTO, and the operation of the FTA
with the EU and a high degree of export orientation of the
national economy, the use of restrictive instruments of the
protectionist policy of the state (discriminatory or prohibi-
ting import duties, tariffs, quotas, etc.) to protect the nati-
onal producer is problematic. Violation of international
obligations and artificial protection will lead to long-term
negative consequences for the competitiveness of Ukrainian
industrial products. Therefore, import substitution should
be considered not as protectionism, but as a system of tools
to stimulate the development and implementation of domes-
tic potential in the production of industrial products of all
types of consumption and fixed capital to fill potential
niches in the domestic and foreign markets. This, for its
part, requires the development and implementation of a
comprehensive import substitution strategy. The key goal
of such a strategy should be to restore and reinforce inter-
sectoral interaction between sectors of the national econ-
omy towards increasing the volume and level of manufac-
turability of industrial products, expanding the range and
geography of medium- and high-tech exports and meeting
the demand for products of intermediate and final con-
sumption and fixed capital in the national market. In this
context, it is advisable to note that among the effective tools
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of regulatory influence of the state on stimulating the deve-
lopment of import-substituting industries in Ukraine, the
following can be distinguished:

o fiscal, in particular, preferential taxation of profits
reinvested in the modernisation of fixed assets; investment
tax credits (deferred tax payment) in the implementation of
import substitution projects; temporary preferential taxa-
tion of enterprises engaged in the production of innovative
import substitution products;

« trade policy instruments — expanding the use of non-
tariff regulatory methods allowed by the WTO, in particu-
lar simplifying licensing, certification, technical regulations,
phytosanitary standards, etc.;

« organisational - ensuring the mode of prompt solu-
tion of problems related to obtaining permits, allotment of
land plots, connection to communications of newly created
production facilities.

Government orders are an effective tool for import
substitution policy. The use of this tool would allow purpo-
sefully developing strategically important production facili-
ties in the segment of intermediate consumption and gross
fixed capital accumulation. State incentives for import sub-
stitution can occur by: a) supporting enterprises in those
sectors where they are able to compete for the market
with foreign suppliers; b) encouraging external suppliers
to create assembly plants in Ukraine with an appropriate
localisation coefficient of internal potential. This requires
state leasing and credit programmes that will apply only
to goods produced (collected) in Ukraine. As a result, an
effective import substitution policy would allow getting
a significant multiplier effect: create new jobs in the indus-
trial sector of the economy and additional effective demand
within the country, and therefore significantly expand the
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national market, increase GDP and tax revenues to budgets
of various levels.

Conclusions

Summing up, a generally high level of import dependence
of the Ukrainian economy can be noted. However, it should
be considered not only as a source of threat to the sus-
tainable economic development of the state (especially in
conditions of global instability) but also as an opportunity
for more effective use and capacity-building of the domes-
tic processing industry. It is confirmed that the products
of the latter will be able to fill free niches in the national
market, successfully competing with imports primarily in
terms of price parameters. It is proved that reducing the
level of import dependence in the segments of intermediate
consumption and gross fixed capital accumulation would
allow overcoming the high level (>45%) of dependence of
the Ukrainian consumer market on imports of industrial
goods.

It is determined that in the context of local govern-
ment reform, decentralisation and expansion of financial
powers of local authorities, the implementation of capital
investments in promising import-substituting industries
can become a powerful incentive for the socio-econo-
mic development of regions. In addition, coordination and
control of such projects at the regional level is easier from
an organisational standpoint than the implementation of
similar projects at the state level, which adds advantages
for their effective implementation and achievement of their
goals. Prospects for further study in this area will be devo-
ted to the analytical substantiation of potential areas of
import substitution in Ukraine and the calculation of their
economic efficiency.
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IMnopTo3aneXHicTb eKOHOMIKU YKpaiHu:
npo6nemMu i LWNAXU TXHbOro BUPILLIEHHS
CsitnaHa OnekciiBHa lwyk, Jlo6omup WNocunosuy Co3aHCbKM

IHCTUTYT perioHanbHUX gocaigxers iM. M.I. JoniwHboro HAH YkpaiHn
79026, Byn. KosenbHuibka, 4, M. JIbBIB, YkpaiHa

AHoOTaUifl. AKTya/lIbHICTb MMTAaHHA iMIOPTO3a/IeXHOCTi €KOHOMIKM YKpaiHM 3yMOB/IIOIOTH T€ONOMITUYHI 3MiHMN,
npouecy nepedopMaTyBaHHs IPIOPUTETIB i CTpaTeriYHUX HAIPAMKIB ITI00aNTbHOI eKOHOMiKM. MeTo cTaTTi €
BU3HAYCHHS PiBHS IMIIOPTO3a/IeKHOCTI €KOHOMIKM YKpalHU 3a CerMEHTaMM CIIOXKMBaHH MPOAYKIIl nepepoOHol
IPOMIUC/IOBOCTI Ta OOIPYHTYBaHHS HAIIpsIMIiB 1 MeXaHi3MiB peastizallil AepXKaBHOI IIOMTUKY iMIIopTosamimieHHs. [l
IOCSATHEHHsI OCTaBJICHOI MeTy Oy/IU BUKOPUCTaHI MeTOAY aHaIi3y, CUHTe3y Ta HOPiBHAHHA. Y poOOTi IpOBeNeHO
MIOPIBHAIbHY OLIHKY 3a/IeXKHOCTI eKOHOMikM Ykpainu i kpain €C Bif iMIOpTy NpOMMCIOBOI IPOAYKLii y po3pisi
16-Tu BUPOOHULTB IepepoOHOI IPOMICIOBOCTI, KIacK(iKoBaHUX 3a PIBHAMM TE€XHOJIOIIYHOCTI, BillIOBifHO 1O
CTaHJapTiB €BpocTary. Ha OCHOBI BUKOPUCTAaHHA JAaHUX MaTPUIi «BUTPATH-BUITYCK» BU3SHA4E€HO YaCTKY IMIIOPTY B
3araJIbHOMYy CIIOXKVMBAaHHI PORYKIil nepepo6HOI mpommcioBocTi B YKpaiHi, sika y 2016 poui gocsrna 52,4 %, Toxi
SK y fepkaBax-uleHax €C 3HaYeHH 1IbOr0 IIOKA3HUKA B CEPeHbOMY CTaHOBUIO 37,4 %. BcTaHOB/IeHO HAMBUILY
3aJIKHICTb HalliOHa/JIbHOI €KOHOMIKM BiJi IMIOPTY HpOAYKLil MamHOOyAyBaHHA i XiMiYHOI POMMCIOBOCTI,
TOOTO KIIOUOBMX CUCTEMO(OPMYIUNMX BUCOKOTEXHONOTiYHMX BUPOOHUITB. 3a pe3ylIbraTaMy IPOBeEeHNUX
PO3paxyHKiB Ta aHAJITMYHMX OLIHOK HOOY[OBAaHO CUCTEMY IpiopUTETiB IMIOPTO3aMillleHHS Ha BHYTPILIHbOMY
PMHKY IPOMMC/IOBMX TOBapiB B YkpaiHi Ta oKkpecieHO 0a30Bi HAaIIpsAMKM PO3BUTKY iMIIOPTO3aMilllyBa/JbHUX
BUPOOHMITB. BusHaueHO CTPYKTYpHO-IMHaMivyHi TpaHcdopmanii y nmpoMbkHOMY i KiHLleBOMY CIOXMBaHHI
IpoMMCIOBOl IpoRyKLii (YKpaiHChKOI Ta iMIOPTHOI), @ TAKOXK BaJIOBOMY HarpOMajKeHHI OCHOBHOTO KaIliTany
B YKpaiHi. IIpakTu4Hy LiHHICTD Ma€ 3aIPOIIOHOBAHA MHOXXMHA iHCTPYMEHTIB PEryIATUBHOIO BIUIMBY J€PXKaBU
(bickanpHMX, OpraHisalilfHUX Ta iIHCTPYMEHTIB TOPrOBE/IbHOI IOMITUKN), CIIPIMOBAaHNX Ha 3MEHIICHHS CTYINEHsA
IMITOPTO3a/IEXXHOCTI HAI[iOHA/IbHOI EKOHOMIKI

Kntoyosi cnosa: sarasbHe i MpOMiXKHe CIO>KMBAHHA, BaJIOB€ HarpOMaJ/PKEHHS OCHOBHOTO KalliTaly, MPOAYyKIis
repepoOHOI IPOMICIOBOCTI, BUPOOHUIITBO, IMIOPTO3aMillleHHS
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Abstract. The integration of the Ukrainian economy into the global space indicates the need for highly qualified
managers who are able to form an effective management mechanism aimed at achieving the strategic goals of
organisations. Managers in their work are guided not only by their own experience, but also must constantly produce
new innovative approaches to achieve the established goals, make informed management decisions, and solve diverse
production tasks. Therefore, there is a need to establish and generalise the skills of managers necessary in modern
realities, which are conditioned by the rapid development of scientific and technological progress, an increase in
intensive information flows, and increasing competition. The purpose of this study is to identify the competencies
necessary for managers and to identify the qualities that form the competitiveness of a modern manager. The study
found that the general competencies of managers cover instrumental, interpersonal, and systemic competencies;
the main areas of the management process in the manager’s activities are considered, including: economic,
organisational, legal, socio-psychological, marketing. The paper analyses evolutionary approaches to the skills and
abilities of managers in the management process. The main components of competitiveness in Ukraine, the USA,
Western Europe, and Japan are identified. The analysis of the applied creative approaches in management is carried
out on the example of the tourism business of the city of Lviv, which not only contributed to the growth of tourist
flows, but also play a significant role in the generation of the local budget. The practical significance of the findings
is conditioned by the establishment of the necessary competencies and qualities of modern managers and their
application in management practice

Keywords: instrumental competencies, interpersonal competencies, system competencies, innovation managers,
creativity

The Problem Statement

The world experience of management in the context of
integration of the Ukrainian economy into the globalisa-
tion space suggests that the success and competitiveness of
commercial structures largely depend on the competencies
of managers and their ability to form an effective manage-
ment mechanism aimed at achieving the strategic goals of
organisations [1]. The realities of the time require managers

Suggested Citation:

to quickly respond to changes in the macro and microen-
vironment, skillfully manage human resources, and imple-
ment ideas in a new way. Companies need young, creative,
resourceful, enterprising people who are able to think cre-
atively (think outside the box; think paradoxically; think with
resources; think according to time), and quickly implement
new ideas in practice.

Kucher, L.R., & Zamrii, O.M. (2020). The role of a competitive personality of the manager in management. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 32-37.
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Analysis of Recent Research and Publications

There are a significant number of papers in the field of
economics, psychology, and pedagogy that consider the
professional qualities of managers, their self-development
and competence. In particular, the requirements for man-
agers, their skills and abilities were studied by L.V. Bala-
banova, O. V. Sardak [1], N.M. Bibik [2], G. Yevtushenko,
O. Shevchenko [3], M. Woodcock, D. Francis [4], ]. Guil-
ford [5], L.I. Skibitska [6], ]J. Woike, and S. Hafenbradl [7],
D.B. Bogoyavlenskaya, O.A. Klyueva. [8]. The competitiveness
of personnel was studied by V.O. Gerasimova, V.O. Sido-
renko [9], O.V. Soroka [10], G. Chaika [11]. Notably, the
published studies do not pay enough attention to the qual-
ities and competencies of a competitive manager, which is
required by the modern labour market.

Skills and abilities required
in the management process

(according to M. Woodcock and D. Francis)

Ability to manage oneself

Table 1. Evolutionary approaches of skills and abilities required in the management process

Setting the Objectives

The purpose of the study is to structure the competencies
and investigate the qualities that determine the competi-
tiveness of the personality of modern managers.

Results and Discussion

The rapid development of scientific and technological prog-
ress, an increase in intensive information flows and growing
competition have led to the need for managers of a new
format - innovative managers. Therefore, considering the
specifics of managerial work, the complexity of managerial
functions and tasks, modern management theorists from
different countries have identified the skills and abilities re-
quired for effective management (Table 1).

Skills and abilities required
by managers in the management process

(innovation managers)
Innovative thinking

Presence of clear personal values

Problematic vision of the world

Ability to set clear personal goals

Strategic thinking

Ability to constant personal self-development

Attractiveness

Problem-solving skills

Situational thinking

Creativity and ability to innovate

Developed psychological self-regulation

Ability to influence others

Ability to draw correct conclusions
in the context of the lack of information

Knowledge of modern management approaches

Ability to delegate not only power
and responsibility, but also your authority as a leader

Ability to manage

Adaptability to environmental requirements

Ability to train and develop subordinates

Ability to constant personal self development

Ability to form and develop effective working groups

Ability to train and develop subordinates

Source: developed by the authors based on [1; 4; 10]

The specifics of managerial work require both gen-
eral competencies and professional ones in a certain field
of activity. The general competencies of managers can be
grouped as follows:

1. Instrumental competencies covering:
« ability to consider social phenomena in development
and specific operating conditions;
eability to work with information, including in global
computer networks;
« knowledge of ethical and legal norms;
« ability to use regulatory documents in a particular
field of activity;
o professional knowledge of business, professional
language and knowledge of foreign languages;
« ability to manage and use information for profes-
sional activities.
2. Interpersonal competencies:
« ability to take collective actions, to organise interaction
in a team;
« professional communication, ensuring harmonious

and constructive relationships when performing professional
tasks to achieve goals;

« ability to work in a multicultural environment to ensure
successful communication interaction in international business;

« ability to criticise and self-criticise.

3. System competencies:

« ability to work independently and autonomously;

« ability to act from a position of social responsibility;

« ability to take a public position and develop leadership
skills;

« ability to learn;

« ability to adapt to new situations in professional activity;

« ability to form new ideas (creativity).

Notably, professional competencies are acquired as

a result of professional training, constant self-improvement,
and work experience in a particular field. The acquired pro-
fessional experience forms the basis of a competitive per-
sonality. The organisation, as an open system, requires a
multi-vector approach from managers, since it covers various
areas in the management process (Fig. 1).
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Economic

Choice of funding sources;
financial stability;
cost planning; material incentives
employees and promotion level
of labour productivity;

\

Figure 1. The main areas of the management process in the manager's activity

The ability to adapt to the requirements of the time,
the ability to achieve set goals, make informed management
decisions, develop intellectual capabilities, apply innovative
approaches to solving problems and tasks form the com-
petitiveness of the manager’s personality. The study agrees
with the statement of M.Y. Variy, that a competitive person
is able to quickly and painlessly adapt to constant changes
in social conditions, technological progress, and new types
of activities and forms of communication, provided that
a positive internal psychoenergetic potential and harmony
are preserved [12].

In economically developed countries, in particular,
in the United States, the competitiveness of managers nec-
essarily covers important components:

« high living standards that are constantly being raised;
« maintaining the position of the leader [12].

In Japanese society, such managers who ensure
teamwork and harmony in the team are considered compe-
titive; in which public interests prevail over personal ones.
In Western European countries, the competitiveness of
managers is based on such qualities as charisma, publicity,
and the ability to lead a team [1; 10].

The Ukrainian labour market determines the need
for highly qualified specialists of a new formation, managers
who have so-called “soft skills™:

« time management;
« stress tolerance;
« ability to work in a team [13; 14].

However, when solving practical problems in their
work, managers can not always find answers based only on
experience. This encourages them to take a creative and intel-
lectual approach to solving production problems. Theorist and
practitioner of personality psychology Joy Guilford, along

with the concept of creativity, considers the concept of cre-
ativeness. Creativeness implies the emergence of thoughts
that have not yet been generated, completely new, inno-
vative solutions that have not been implemented before.
A special feature of the creative approach is not only the
generation of ideas, but also their implementation to obtain
a specific result [15].

From the standpoint of management, creativeness is
the ability to create and find new ideas, deviating from the
accepted thinking patterns, and successfully solve problems
that the enterprise faces in a non-standard way.

A person’s creativeness is their ability to:

« find and identify the problem;

« generate a significant number of ideas;

« produce ideas that are not similar to each other (have
flexibility of thinking);

« find non-standard solutions;

« find new features and opportunities for its new use in
the object [5].

The ability to go beyond the usual characterises the
creative activity of managers and provides results in the form
of innovations. The creativity of managers, which is asso-
ciated not only with the production of new ideas, but also
as a concrete result of their activities, can now be clearly
traced in doing business in different countries and in dif-
ferent fields of activity. The tourism business in Ukraine is
developing rapidly, but in the face of fierce competition in
the implementation of similar services, it especially needs
creative ideas and ideas. Next, the study analyses the dyna-
mics of the tourism business on the example of the city of
Lviv. Lviv is a creative city that is interesting due to its ver-
satility, creativity, and dynamic development. During 2019,
2.5 million tourists came to Lviv (Fig. 2).

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 32-37 34




Kucher and Zamrii

Other
28.0%

France

Poland
— 27.3%

=
Canada 1.7% —//
Ismellif:::;/ \\\_tggiy
yd

Lithuania
3.8%
USA 4.0% / N Bglasg/us
. (o)
Great Britain
4.4% Germany

Figure 2. Structure of tourist flows to Lviv in 2019

Source: [11]

Lviv was visited from other cities of Ukraine by
35.7%, which is almost 10% less than in 2018, but the
flow of tourists from Poland increased by 2% - 18.3%,
from Belarus - 6.6%, from Turkey - 6.2%, from Germany —
5.4%, from the UK - 3%, from Lithuania - 2.7%, from
the USA - 2.5%. 1% of tourists from Canada, Israel and

Austria also visited Lviv in 2019 [11]. Creative solutions
implemented in the city’s tourism business not only con-
tribute to the growth of tourist flows, but also play a sig-
nificant role in the generation of the local budget. More
than UAH 196 million were transferred to the city budget
of Lviv in 2019 [15] (Fig. 3).
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Figure 3. Revenues to the budget of Lviv from tourism in 2014-2019

Source: [11]

Fulfilment of the potential of Lviv through the deve-
lopment of creativity — creating new ideas and knowledge
and implementing them, makes Lviv one of the leading
European tourist centres. An example of creative, imple-
mented ideas is the Lokal - chain of concept designer restau-
rants operating in Lviv. Bold projects of managers and their

professional implementation have made the company unique
and competitive in the travel services market. Similar in-
novative solutions are also observed in the development of
the hotel industry: creative solutions cover the location of
hotels, non-standard architectural construction of hotels,
interior design using national motifs, etc.
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Conclusions

The competitiveness of Ukrainian managers at this stage of
development of economic relations covers innovative skills
and abilities, general and professional competencies, time
management, stress tolerance and the ability to work in a
team. Modern business realities create the need for creative
managers who not only produce ideas, but can also imple-
ment them in specific projects. Thus, they confirm their own
creativity, the competitiveness of the individual and the

competitiveness of the organisation in doing business. Based
on the analysis of the dynamics of tourist flow in Lviv for
2019 and its comparison with 2018, a general increase in the
number of tourists from other countries was noted, which
is conditioned by the adoption of a number of creative
decisions in the city’s tourism business. Prospective studies
in this area require clarification and broader establishment of
professional competencies of managers in specific, defined
areas of activity.

References

[1] Balabanova, L.V,, & Sardak, O.V. (2007). Organization of the manager’s work. Kyiv: Profesional.

[2] Bibik, N.M. (2004). Competence approach: Reflexive analysis of application. Kyiv: KIS.

[3] Shevchenko, O., & Yevtushenko, H. (2019). Innovative methods of personnel management in enterprises in modern
business conditions. Young Scientist, 10(74), 753-757. doi: 10.32839/2304-5809/2019-10-74-156.

[4] Woodcock, M., & Frencis, D. (1991). The unblocked manager. Moscow: Delo.

[5] Guilford, J.P. (1959). Three faces of intellect. American Psychologist, 14, 469-479.

[6] Skibitska, L.I. (2009). Leadership and style of work of the manager. Kyiv: Center for Educational Literature.

[7]1 Woike,J., & Hafenbradl, S. (2020). Rivals without a cause? Relative performance feedback creates destructive competition
despite aligned incentives. Journal of Begavioral Decision Making, 33, 523-537. doi: 10.1002/bdm.2162.

[8] Bogoyavlenskaya, D.B., & Klyueva, O.A. (2012). Discovering the nature of competitive personality. Philosophy and
Methodology of Psychology, Psychological Theories, 5, 67-80. doi: 10.11621/pir.2012.0004.

[9] Gerasimova, V.O., & Sidorenko, V.O. (2019). In addition to the personnel management system, the official is responsible
for advancing the competitiveness of the enterprise. Modern Economics, 14, 60-65. doi: 10.31521/modecon.V14(2019)-09.

[10] Soroka, O.V. (2019). Competitiveness of managers of socio-cultural activities. Bulletin of Luhansk National University.
T. Shevchenko. Pedagogical Sciences, 6(329), 100-109.

[11] Chaika, G.L. (2014). Manager’s self-management. Kyiv: Znannia.

[12] Variy, M.Y. (2009). General psychology. Kyiv: Center for Educational Literature.

[13] Zadorozhniuk, N.O. (2016). Research of key concepts of creative management. Scientific Bulletin of Mukachevo State
University, 1, 132-135.

[14] Kucher, L.R. (2015). Time management as a means of improving the efficiency of the leader. Innovative Economy, 4,
203-205.

[15] Official website of the Main Department of Statistics in Lviv Region of Ukraine. (n.d.). Retrieved from
https://www.lv.ukrstat.gov.ua.

Cnucok BUKOPUCTAHUX AXKepen

[1] Bamabanosa JI.B., Capmax O.B. Opranisauis npari meremkepa. Kuis: IIpodecionarn, 2007. 416 c.

[2] Bi6ik H.M. KommnerentricHnit mifxin: pedekcuBHmit anania sacrocysanss. Kuis: K.I.C., 2004. C. 47-52.

[3] IdeBuenxo O., Eprynrenxo I. IHHOBaNiiTHi MeTOAY yIpaB/IiHHA IePCOHAIOM Ha MiIPUEMCTBAX Y CYYACHUX YMOBAX
rocrofiaproBatHsi. Monooduti suenuii. 2019. Ne 10(74). C. 753-757. doi: 10.32839/2304-5809/2019-10-74-156.

[4] Bynxox M., ®pancuc [I. PackpenoumenHbiit MeHemxep. Mocksa: [erno, 1991. 320 c.

[5] Guilford J.P, Three faces of intellect. American Psychologist. 1959. Vol. 14. P. 469-479.

[6] Ckibimnpka JLL JlizepcTBo Ta cTiIb pobOTI MeHemKepa: HaBd. moci6. Kuis: Ilentp y160Boi miteparypu, 2009. 192 c.

[7] Woike ., Hafenbradl S. Rivals without a cause? Relative performance feedback creates destructive competition despite
aligned incentives. Journal of Begavioral Decision Making. 2020. Vol. 33. P. 523-537. doi: 10.1002/bdm.2162.

[8] Bogoyavlenskaya D.B., Klyueva O.A. Discovering the nature of competitive personality. Philosophy and Methodology
of Psychology, Psychological Theories. 2012. Vol. 5. P. 67-80. doi: 10.11621/pir.2012.0004.

[9] TepacmmoBa B.O., Cupopenxo B.O. BpockoHajeHHA cucTeMu YIOpaBIiHHA IEpCOHAJIOM #AK YMHHUK
IiIBUIIEHHS KOHKYPEHTOCIIPOMOXHOCTI migmpuemctBa. Modern Economics. 2019. Bum. 14. C. 60-65.
doi: 10.31521/modecon.V14(2019)-09.

[10] Copoxa O.B. KoHKypeHTOCIIPOMOXHICTh MeHeIKepiB COLIOKY/IBTYPHOI AiAMBbHOCTI. BicHux /Iyeancokoeo HayioHanvHoeo
ynisepcumemy im. T. Illesuerxa. Iledazoeiumi nayxu. 2019. Ne 6(329). C. 100-109.

[11] Yaiika I.JI. CamoMeHem>KMeHT MeHeKepa: HaBd. roci6. Kuis: 3nanus, 2014. 422 c.

[12] Bapiit M.J1. 3aranbna ncuxonoris: Hasy. noci6. Kuis: Llentp yu60Boi mitepatypu, 2009. 1007 c.

[13] 3apopoxuiok H.O. JlocmimKeHHA KII090BUX IOHATh KPeaTUBHOTO MeHeIKMeHTY. Haykoesuil sichuk Mykauiscvkoeo
OepiasHozo yHieepcumemy. 2016. Bui. 1. C. 132-135.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 32-37 36



file:///D:/Stare/Н13/др/Головне%20управлiння%20статистики%20у%20Львiвськiй%20областi%20%5bЕлектронний%20ресурс%5d.%20–%20Режим%20доступу:%20https:/www.lv.ukrstat.gov.ua
file:///D:/Stare/Н13/др/Головне%20управлiння%20статистики%20у%20Львiвськiй%20областi%20%5bЕлектронний%20ресурс%5d.%20–%20Режим%20доступу:%20https:/www.lv.ukrstat.gov.ua

Kucher and Zamrii

[14] Kyuep JI.P. TaitM-MeHePKMeEHT SK 3aci6 minuineHHs eeKTMBHOCTI AisIbHOCTI KepiBHMKa. IHHOBAUilIHA eKOHOMIKA.
2015. Ne 4. C. 203-205.
[15] Odiuiitnmii caitt [onoBHOro ynpapniHHa cratucTikn y JIpBiBebkilt obmacti Ykpainu. URL: https://www.lv.ukrstat.gov.ua.

Ponb KOHKYPEHTOCMPOMOXHOI 0COOUCTOCTi
MeHep)Xepa B ynpasiHHi
Jlrogmuna PomaHiBHa Kyyep', OkcaHa MupoHiBHa 3ampii?

'BiricbKOBMI KONIEAX Cep)XaHTCbKOIro ckaaay HauioHanbHOI akagemii CyxornyTHUX BiiCbK
iMeHi reTbMaHa llNeTpa CaravngayHoro
79026, Byn. lepoiB MasigaHy, 32, m. JIbBiB, YKpaiHa

2J1bBiBCbKWUI IHCTUTYT EKOHOMIKM | TYPU3MY
79007, Byn. MeHymHcbKoro, 8, M. JIbBiB, YkpaiHa

AHoTaujsi. THTerpaliiss yKpalHCHKOI €KOHOMIKM y CBIiTOBWIT, I/oOajmisamiiiHmii mpoctip 3acBifuye morpeby y
BUCOKOKBa/Ii(pikOBaHMX YIPaBIiHIAX, AKi 35aTHI popMyBary eeKTUBHMII MeXaHi3M YIIPaB/IiHHS, CIIPAMOBaHUIL
Ha JIOCATHEHHA CTpaTETiYHMX Lizell opraHisamii. [nsa peanmisanii BCTAaHOB/IEHMX LijeNl, NPUIHATTA 3BAKEHMUX
YIIpaB/IiHCBKMX pillleHb i po3B'A3aHHA Pi3HOIUIAHOBMX BUPOOHUYNX 3aBIaHb, MEHEIPKEPHU y CBOIiT pOOOTi KepyIoThcst
He TiIbKM BJIAaCHMM JOCBiJOM, @ I MalTh IIOCTifIHO NMPOAYKyBaTy HOBi iHHOBaILilHi migxoan. BifTak BuUHMKae
noTpeba y BCTAaHOBJICHHI Ta y3araJbHeHHI HeOOXiIHUX y CyYaCHUX pealisfixX BMiHb yIpaBJIiHIiB, IO 3yMOBJIEHI
IIBYJKYM PO3BUTKOM HAayKOBO-TEXHIYHOIO IPOrpecy, 30i/IblIeHHAM iHTeHCMBHUX iH(OpMalilfHUX IOTOKIiB Ta
3POCTAY0I KOHKYPeHIIifo. MeTa i€l cTaTTi Mo/sirae y BUsHad4eHHi KOMIIeTEHTHOCTET!, sIKi HeoOXi/fHI MeHemKepaM s
YIIpaBJIiHHSA, @ TAKOX Y BUOKPEM/ICHH] SIKOCTelt, 110 GOPMYIOTh KOHKYPEHTOCIPOMOXKHICTb CY4aCHOTO MEeHeKepa.
Y xopi JOCTimKeHHs 6yl10 BCTAaHOBJICHO, 1O 3arajIbHi KOMIeTEHIi yIpaB/IiHIiB OXOIUIIITh iHCTPYMEHTA/IbHI,
MIDKOCOOUCTICHI Ta CHCTeMHI KOMIIETEHTHOCTI; PO3IJIIHYTO OCHOBHI HAaIIPSMU IIPOLECY YIPAaB/IiHHA B JisUIBHOCTI
MeHeKepa, Cepeft AKMX: EKOHOMIYHi, OpraHi3alliiiHi, IPaBOBi, COLia/IbHO-IICUXO/IOTiYHi, MAPKETUHIOBI. ¥ HayKOBii
pobori nmpoaHanizoBaHO eBOJIOLINHI MiXOAM O HABMYOK i 3[4i06HOCTEN MeHeKepiB y HMpolleci yImpaB/iHHA.
BcranoB/IE€HO OCHOBHI CK/1afIoBi KOHKYpeHTOCIPOMOXKHOCTI B Ykpaini, CHIA, xpainax 3axigHoi €sponu Ta Anowii.
[TpoBeneHo aHasi3 3aCTOCOBAHUX KpeaTHBHUX IIIXOMNIB B yIIpaB/IiHHI Ha IPUKIafi TYpUCTUYHOrO OisHecy Micta
JIbBOBa, fAKi He JIUIIIe CIPY/IM 3POCTAHHIO IIOTOKIB TYPUCTIB, ajie if BilirpaloTh 3HAYHY POJIb IiJ 4ac GOpMyBaHHS
MmicieBoro Owomkery. IIpakTuyHe 3HaUeHHsA OTPMMAHUX pe3yIbTaTiB HomArae y GopMyBaHHI HeoOXifHUX
KOMITETEHTHOCTEN Ta AKOCTEN CyIaCHUX MEHEKEPIB Ta iX 3aCTOCYBAaHHs y IPAKTUL yIIPAB/IiHHSA

Knioyosi cnosa: iHcTpyMeHTa/lIbHI KOMIIETEHTHOCTI, MDKOCOOMCTI KOMIIETEHTHOCTI, CMCTEMHI KOMIIETEHTHOCTI,
iHHOBALiJHI MEHEIPKePU, KPEeaTUBHICTh
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Abstract. The development of agricultural products processing, in particular cereals, and improving their quality
characteristics will contribute to the growth of employment in rural areas, satisfaction of internal and external
demand, growth of foreign exchange earnings to the state and incomes of commodity producers. The purpose of
the paper is to assess the prospects for the development of the cereal products market in Ukraine, considering
trends in supply and demand. The methodological basis of the research was system and dialectical approaches
and the application of synthesis and analysis methods in determining the regularities and features of the cereal
products market in Ukraine. The paper analyses the dynamics and structure of cereals production, identifies the
problems of increasing the supply of their main types. Factors of internal and external demand for Ukrainian cereals
and future trends in the development of the cereal market are considered. As a result, it is proved that the volume
of production of basic cereals directly depends on the availability of raw material supply and its quality, demand
for finished products both on the internal market and from importing countries of Ukrainian products, as well
as the retrospective profitability of sales of alternative crops. The expansion of sales of Ukrainian cereal products
on the internal market can be achieved through the integrated use of non-tariff restrictions that do not contradict
agreements within the WTO. The originality of the study consists in systematising the factors of cereal products
supply and demand development and analysing their impact on market conditions. The practical significance of the
study is to identify the main areas in which problems of further development of the cereal industry are generated,
which creates the basis for developing measures to minimise their negative impact

Keywords: cereal products, cereal production, cereal market, processing enterprises, grain production

The Problem Statement

The cereal market, like any other market, is a sphere of
interaction between supply and demand subjects. The estab-
lished food traditions in Ukraine determine a considerable
demand from the population for a variety of cereals pro-
duced from buckwheat, millet, rice, oats, barley, wheat, corn,
peas. External demand for domestic cereal products has a
large potential to increase, given the aggravation of the glob-
al food problem. Therewith, the expansion of its supply by
Ukrainian producers is constrained by significant fluctu-
ations in profitability and periodic interventions of cheap
cereals at low prices from neighbouring countries in cases
of overproduction.

Considering these circumstances, it is difficult for
economic entities that operate the market to predict the
parameters of its further development and form long-
term business strategies. However, the analysis of general

Suggested Citation:

retrospective market trends in combination with the study
of changes in consumer preferences under the influence of
price and non-price factors allows forming such strategies
for the short and medium term.

Analysis of Recent Research and Publications

The importance of Ukrainian cereal production for food
security of the state and features of market development is
analysed by O.Yu. Nishodovska [1]. O.V. Nikishina, based
on the analysis of the problems of a relevant cereal products
market development, outlined the priorities of its develop-
ment strategy, the implementation of which involves active
state intervention, which is quite controversial in the con-
text of liberalisation and integration into the world eco-
nomic space [2]. The negative impact of state intervention
on pricing in the cereal crop market was determined by

Penkova, O.H., Kharenko, A.O., & Tsymbaliuk, Yu.A. (2020). Trends and prospects for the development of the cereal market
in Ukraine. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 38-44.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 38-44 38




A I Kaminska, who suggests limiting it to the state’s imple-
mentation of commodity and financial interventions, the
introduction of subsidies to producers [3]. In contrast to the
previous approach, O.V. Orlenko believes that it is market
regulatory mechanisms combined with the activation of
integration processes that can give an impetus to the effec-
tive development of such a market [4]. The main factors that
form the competitive advantages of enterprises growing
cereal crops are given in the paper by O.Yu. Niskhodovska
and T.V. Marusei [5]. In most Ukrainian papers devoted to
the consideration of these problems, trends in the cereal
products market development are analysed only in terms
of supply development [6].

Purpose of the Study

The purpose of the paper is to assess the prospects for the
development of the cereal products market in Ukraine,
considering trends in supply and demand.

Research Results

In all countries, cereals make up a large part of citizens’ diet.
According to the current nomenclature, 7 types of cereals are
produced in Ukraine, while processing enterprises produce
several types of them from one type of grain: buckwheat -
unground and crushed buckwheat, barley - barley and
pearl, wheat — wheat and semolina [2]. Cereals are whole or

crushed grains that are completely or partially freed from the
shell, aleurone layer, and germ. The range of cereal products
is divided into 6 groups: whole cereals: milled rice, polished
rice, millet, unground buckwheat, whole oatmeal, whole
peas; ground milled cereals - barley, “Poltava” and “Artek”
(made of wheat), milled corn (5 numbers in size); ground
cereals: barley, oatmeal, corn divided by size into 3 numbers;
flakes — a product of further processing of cereals (flaked);
cereals high nutritional value - made of a mixture of 2-3 types
of ground cereals with concentrators (for example, SMP -
skimmed milk powder); instant cereals — processed using
a special technology. All cereals produced from different
crops and depending on the quality are divided into varieties:
higher, first, second, etc., numbers [4].

The consumer norm in Ukraine sets the annual con-
sumption of cereals by one able-bodied person at the level
of 7.1 kg (Table 1), but in reality, this indicator varies con-
siderably [7]. With real incomes growing, Ukrainians are redu-
cing their consumption of cereals in favour of other substi-
tute goods. However, now there is a tendency to increase
the consumption of cereals, which is conditioned not only
upon a decrease in the real incomes of considerable segments
of the population but also to changes in the food preferences
of Ukrainians under the influence of popularising the ideas
of healthy eating.

Table 1. Annual consumption rates of cereals included in the consumer basket for 2019 per person, kg
Consumer categories

Cereals Children Adults
Up to 6 years old 6-18 years old Able to work Unable to work
Rice 1.3 1.8 2.5 2.3
Semolina 0.9 1.2 - 0.9
Millet 2.7 3.3 1 0.9
Buckwheat 2.4 3.4 2 2
Oat 0.7 0.9 1.1 1.1
Others (barley, pearl barley) 3.1 4.7 0.5 0.6

Source: [7]

During 2016-2018, the lion’s share of products in
the market of the agricultural sector of Ukraine was made
up of own production. Due to the rather high productivity
of cereal crops, similar trends were observed in the profile
market. Notably, there are no accurate statistics on the pro-
duction and sale of cereals in Ukraine, so there are discrep-
ancies in different sources regarding the values of the main
market indicators. The offer of products on it, according
to the Pro Consulting agency (Table 2), during the study
period, increased to 295 thousand tonnes, providing an in-
crease of 2.7%. This situation has developed both due to the
growth of production within the country and imports of
products (by 1.1 and 9.5 times, respectively). In 2018, there

was a sharp decrease in production of cereals (by 15%).
On the one hand, it was conditioned upon a reduction in
the volume of raw materials of the required quality to pro-
cessing enterprises, which is associated with unfavourable
weather and climatic conditions, and on the other - a drop
in the level of demand from consumers for certain types of
cereals (wheat, millet, barley, etc.) [8]. This decline was par-
tially offset by an increase in the supply of the most popu-
lar types of products from other countries. Despite the fact
that cereals belong to the export-oriented products of the
Ukrainian agricultural sector, their imports have considerably
higher growth rates.

Table 2. Key indicators of the cereal market in physical terms, thousand tonnes

Indicator 2016 2017 2018
Production 261.51 269.84 228.49
Export 58.28 75.43 65.60
Import 73.35 115.47 132.75
Market capacity 276.58 309.88 295.64
Growth rate, % X 4.7 -3.54

Source: calculated based on the data [8]

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 38-44 39




Trends and Prospects for the Development of the Cereal Market in Ukraine

The sufficiency of the raw material base for the pro-
duction of various types of cereals varies significantly. A con-
siderable amount of raw materials is available for the pro-
duction of wheat, corn, and barley grains. Therewith, despite
favourable natural and climatic conditions for cultivation in
most regions of Ukraine, producers massively refuse to sow
buckwheat, rye, oats and redistribute acreage for crops the
profitability of which is consistently high. Production capac-
ities in the country allow producing about 3.5-3.7 million

tonnes of cereal products [9], but the level of their load-
ing ranges from 35-45%. Even large processing enterprises
that are co-founders of agricultural enterprises cannot fully
load their production facilities. However, there is no short-
age of cereal products on the market (except for certain
types, for example, buckwheat in 2015), and competition
among commodity producers is increasing [10]. During
2016-2018, only the production of oatmeal increased con-
siderably in Ukraine in percentage terms (Table 3).

Table 3. Production of certain types of cereals in Ukraine in 2016-2018, thousand tonnes

Cereals 2016 2017 2018 Growth, 2018/2016, %
buckwheat 59.7 54.5 63.4 6.1
corn 48.9 52.6 50.6 3.4
millet 16.9 18.2 11.8 -30.1
oat 5.1 5.5 14.1 176.4
rice 16.3 11.4 18.7 14.7
barley 9.5 15.9 13.2 38.9

Source: [8]

Conventionally, buckwheat grains are the leaders in
terms of production volume. In 2016, Ukraine became one
of the three largest buckwheat producers in the world, after
Russia and Kazakhstan. A small part of this cereal (about 1%)
is exported, mainly organic buckwheat. The rest is consumed
on the internal market, but there is not enough to meet its
demand, and the deficit in recent years has been covered by
imported buckwheat mainly from Russia and Kazakhstan.
Therewith, the acreage under buckwheat annually decreased
from 570 thousand hectares in 2000 to 100 thousand hectares
in 2018 [11], which is 42.6% less than in 2017 [12].

High production volumes of corn grains are mainly
conditioned upon external demand since in Ukraine they are
not particularly popular among consumers. Mostly, Ukrainian
producers supply these cereals to Egypt and Israel. The EU
market is also promising, but nowadays, the conditions of
quotas are an obstacle to a significant increase in corn grains
exports. The quota for corn and corn cereal is the same and
is chosen by ordinary corn literally in the first days of the
new year. In general, the potential for increasing the sup-
ply of Ukrainian corn grains is high, given the presence of
a considerable raw material base. The interest of foreign cap-
ital in further development of corn processing facilities is
evidenced, for example, by the construction of a plant in the

village of Demkivka, Trostianets district, Vinnytsia region,
which was started in 2019 by Dacsa Bunge (the American
company Bunge and the Spanish Dacsa group of companies).
The planned investment volume is 14 million USD. The new
enterprise will be engaged in processing special varieties of
corn into cereals and flour. The design capacity is 300 tonnes
per day and 100 thousand tonnes per year. About 80% of
finished products will be sold for export [13].

A considerable increase in the supply of rice in the
medium term is unlikely, given the specific features of its
cultivation. Nowadays, in Ukraine, there are a small number
of fields suitable for its cultivation, and their development
requires considerable investment in the arrangement of ir-
rigation systems. Currently, rice farming is carried out only
in the Odesa and Kherson regions, and this covers the needs
of the internal market by only a third, which causes depen-
dence on imported rice. The main factors of internal demand
for cereals are the level of income and the level of prices for
products. If the purchasing power of the population decreases,
consumers will switch from meat, fish, and potatoes to cereals.
Analysing the dynamics of the physical volume of retail trade
enterprises turnover in dynamics, mainly an increase in the
volume of grain consumption in physical terms can be ob-
served, with the exception of 2015 (Table 4).

Table 4. Sales of cereals by retail enterprises of Ukraine

Indicator 2014 2015 2016 2017 2018
Physical volume |r_1d|ces, in % bef_ore the previous year; 112.5 811 101.4 1922.9 124.6
in compared prices
Sales volumes, min UAH 2461 3359 3645 4134.6 4650.3
Share of cereals sales produced on the territory of Ukraine, % 91.1 92.2 92.6 92.6 92.1

Source: compiled according to the Office for national statistics of Ukraine [14]

The growth of sales volumes in monetary terms in
percentage increases significantly outstrips the indices of phy-
sical volume, which is mainly conditioned upon an increase
in selling prices, that is, the inflationary component. The
specific features of the Ukrainian market are also a sharp
fluctuation in selling prices for cereals in response to sudden

and sharp crisis phenomena in the economy. In conditions of
a shortage of goods or a sharp deterioration in the financial
situation of the population, the purchase of all types of cere-
als and groceries is activated, which allows market opera-
tors to raise prices for them, as happened in 2010 and 2014
when there was a huge demand for buckwheat grains [14].
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Table 5. Dynamics of retail selling prices for individual cereals on average in Ukraine, UAH/kg

Cereals 30.12.2015 30.05.2015 30.12.2016 30.05.2017 30.12.2017 30.05.2018 30.12.2018 30.05.2019
Buckwheat 24.84 34.14 28.37 26.78 18.06 18.46 17.1 17.06
Rice 17.07 15.55 16.31 17.67 19.92 21.55 21.53 21.49
Millet 7.42 8.65 8.92 9.7 16.28 18.71 24.67 37.21

Source: compiled according to the Office for national statistics of Ukraine [14]

The share of sales of cereals produced in Ukraine

remains consistently high — more than 90%. Both exports and
imports of cereals are characterised by small volumes [14].

The reason is that raw materials are usually imported and
exported to the country, after which they are processed into
cereals by local producers. In the structure of foreign trade,
there is a predominance of imports over exports, which is
caused by the quality and price advantages of foreign cereals
over Ukrainian ones, as well as insufficient provision for
their own consumption of Ukrainian cereals.

The dynamics of grain imports to Ukraine has its
own specific features. The Ukrainian manufacturer per-
forms import deliveries seasonally — usually from January
to April. In other months, the volume of cereals is most often
insignificant or absent altogether. There is also a significant
fluctuation in the total volume of goods. In 2018, Ukraine
imported cereals with a total volume of 133.9 tonnes, which
is 168% more than in 2017. The largest import of cereals
in 2018 was observed in February [15].

The insignificant volumes of cereals that Ukraine

supplies to the foreign market are explained by their low
quality, as well as the specific features of consumption in some
countries. The main external buyers of Ukrainian cereals
in 2018 were: the Netherlands - 19.5%, Poland - 15.5%,
Lithuania - 11.7%, and Slovenia - 11.3%. The largest com-
panies-exporters of cereal products were: LLC “Interlink’,
which has 20.5% of the sales market, LLC “Skvirskyi grain
processing factory” — 20.4% of the market [16].

The results of the analysis of the state of raw materi-
als and production sectors cereal market development indi-
cate that the production volumes of the main cereals (with
the exception of rice and oatmeal) do not have a clearly
directed trend, are characterised by a wave-like variation,
and depend mainly on three factors: 1) the availability of
raw material supply and its quality; 2) the demand for fin-
ished products both in the internal market and from the
importing countries of Ukrainian products; 3) retrospective
profitability of sales of alternative crops. Accordingly, the
economic problems of the cereal market development are
generated in the plane of these factors (Fig. 1) [17].

Problems of the cereal crop market development in Ukraine

Production of raw materials
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Figure 1. Problems of the cereal crop market development in Ukraine
Source: compiled according to the data [17]
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Despite these problems, experts believe that the
country has potential opportunities to enter the EU market
of Ukrainian cereals rich in boltings and fibre, which is the
basis of a healthy diet. This prospect opens the way for in-
vestment in Ukrainian processing enterprises.

Ukrainian marketing analysts have described 10 future
trends in the development of the cereal market [18-22]:

1. Prospects for the market of cereals and cereal products
in developed countries of the world show its growth with
increasing incomes of the population.

2. The growth of the market is due to an increase in the
consumption of high-quality cereals, ready-made breakfast
cereals, muesli, etc. And also due to the transition to instant
cereals.

3. During the crisis, there is a reduction in all segments
and a slight increase in demand for low-cost cereals. As an
alternative food group, there is a growing demand for flour,
pasta, and potatoes.

4. For the development of the packaged cereal market,
the worst thing is the instability of the manufacturer’s quality.

5. To lead the market, the manufacturers need to become
not processors but operators in the distribution field, earn
additional value at the expense of the brand.

6. The consumption of various cereals is increasing due
to the fashion for a healthy lifestyle.

7. The Ukrainian cereal market will consist almost entirely
of Ukrainian-made products.

8. An important role is played by the yield of certain crops.
At its low level, the price of the product increases, which
leads to its replacement in the diet with another cereal crop.

References

9. Given the favourable situation on the commodity mar-
ket, the fundamental changes in packaged cereals should
not be expected. For grain producers, the main purposes
will remain the purchase of raw materials and the sale of
the product in retail chains. Among cereals, the main lead-
ers on the shelves will remain Ukrainian buckwheat and
imported rice.

10. In the future, the market for packaged cereals with
high added value will grow, which require additional pro-
cessing - these are instant cereals, packaged cereal side dishes.
The high price of such products leads to partial demand
for them, so a sharp jump in this segment should not be
expected.

Conclusions

The conditions for the development of internal and external
demand for Ukrainian cereal products are mainly favourable
for increasing its production volumes. The main obstacles
to the expansion of exports of Ukrainian products are the
low quality of a large part of raw materials and outdated
processing technologies that do not allow the production
of cereals that meet European standards. However, organic
cereal producers are gradually increasing sales volumes in
the EU and North American markets. Expansion of sales
volumes in the internal market can be achieved with a com-
prehensive application of non-tariff restrictions that do not
contradict agreements within the WTO. This makes it nec-
essary for further research to study the experience of devel-
oped countries in curbing low-quality imports of cereals at
dumping prices.
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TeHAeHLii Ta NepcneKTUBU PO3BUTKY PUHKY
Kpyn'sstHUX BUpo6iB B YKpaiHi

OkcaHa leopriiBHa lNeHbkoBa, AHAPIN OnekcaHapoBuY XapeHKo,
IOpivi AHaTonivioBuy Linmbéantok

YMaHCbKkni HayioHalbHUIA YHIBepPCUTET cafliBHULTBA
20305, Bysn. IHTepHayioHasibHa, 2/5, M. YmMaHb, YKpaiHa

AHoTalifl. PO3BUTOK Iepepo6KM arpapHol IpoAyKLii, 30KkpeMa KpyII' SiHOI, IiABUIeHHS 1i AKICHUX XapaKTepUCTUK
COPUATUMYTb 3POCTAHHIO 3aMHATOCTI B CibCBKill MiCLIEBOCTI, 3a/JOBOJIEHHIO BHYTPIIIHBOTO i 30BHIIIHBOTO
HOINTY, 3pOCTAHHIO BAJIIOTHNUX HAIXOMKEHb Y JiepXKaBy i HOXOHiB TOBapOBUPOOHMKIB. MeTOI0 CTAaTTi € OLiHKa
HepCIEKTUB PO3BUTKY PUHKY KPYIISHMX BUpoOiB B YkpaiHi 3 ypaxyBaHHAM TeHIEHLIl 3MiH y momuti i
nponosnuii. MeTogM4YHOI OCHOBOI NOCTI/I)XKEHHA CTaIy CUCTEMHMII Ta JiaJIeKTMYHUI MiIXOAM Ta 3aCTOCYBaHHA
MeTOJiB CUHTe3y Ta aHaJIi3y IIiJj 4ac BU3HAYCHHs 3aKOHOMIPHOCTelT Ta 0COOMBOCTEN PUHKY KPYII IHUX BUPOOiB
B YkpaiHi. ¥ crarTi mpoaHanisoBaHO OVHAMiKy Ta CTPYKTYpPy BMPOOHMITBA KpYI, BU3HAUYEHO NpOOIeMu
HapOUIYBaHHA IPOIMO3NILi iX OCHOBHMX BUJIB. POSI/IAHYTI YMHHMKM BHYTPIIIHBOTO i 30BHIIIHPOTO IONUTY Ha
yKpaiHCbKi KpyIy Ta MailOyTHi TeHIeHLil pO3BUTKY PMHKY KPYII'siHOI IpomyKuii. Y pesyibrari, OBeI€HO, 10
06cATM BUPOOHNIITBA OCHOBHUX KpYII HAaIIPSIMY 3a/IeKaTb BiJ HasABHOCTI IIpONO3MLII CMPOBMHU Ta I SIKOCTI,
HOINTY Ha TOTOBY IPOAYKIIiIO IK Ha BHYTPIillTHbOMY PUHKY, TaK i 3 60Ky KpaiH-iMIopTepis ykpalHCbKOI IPORYKIi,
a TAKOXX PeTPOCIEKTMBHOI peHTa0eIbHOCT] IPOJAXy albTepHATUBHIUX Ky/IbTYp. PosmupenHsa 06cAriB peaisanil
yKpaiHCbKOI KpyIT'IHOI IIPOAYKLil Ha BHYTPILIHbOMY PUHKY MOXK/IMBO HOCATTY 38 KOMIUIEKCHOTO BYKOPMCTAHHS
HeTapu(HUX 0O6MeXeHb, 0 He cylepedarh yrogaMm y Mexxax COT. HaykoBa HOBM3HA JOCIIKEHHS IO/ATAE
B CHCTeMaTu3alii YMHHUKIB (GOpMyBaHHA HONUTY i MpoIosuLil KpyIr'sHOI MpopyKuii Ta aHamisi IX BIUIMBY Ha
PVMHKOBY KOH IOHKTYPpY. [IpakTu4He 3HauYeHHs JOCII)KEHH IIOJIArae y BU3HAYCHI OCHOBHUX HAIPAMIB, ¥ MeXKax
AKMX TEHEePYITbCS MIPpOoOIeMY MOfAIbIIOr0 PO3BUTKY KPYIISHOI ralysi, 0 CTBOPIOE MifIPYHTA I PO3POOKU
3axXO0fliB I MiHiMisalil iX HEraTMBHOTO BIUINBY

KntoyoBi cioBa: KpyIr' siHa IO yKIIis, BUPOOHULITBO KPYIL, PUHOK KPYIL, IIepepoOHi IiANpHEMCTBA, 3ePHOBUPOOHNIITBO
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Abstract. The growth of professional qualification and educational level with the accumulation of work experience
requires a deep understanding and research of the cause-and-effect relationships of labour migration, a deep scientific
analysis of current trends, identification of advantages and potential threats to the country, and the development
of a developed national labour migration policy. The purpose of the paper is a theoretical analysis of the essence
of migration processes as a complex system of social order. The paper uses system and theoretical methods. It was
determined that the research of labour migration processes, with a few exceptions, is at an initial stage: many
methodological and organisational aspects of their regulation are not properly disclosed, they lack a deep scientific
understanding of the essence of migration processes as a complex socio-economic phenomenon. The paper attempts
to identify the epistemological nature and essence of the migration process as a complex system of social order.
Special attention is paid to the analysis of its system-forming components, which are in causal relationships and
ensure its integrity, which is important for the development of an organisational and economic mechanism for
regulating labour migration processes. During the study, it was established that the migration process as a complex
system includes a number of interrelated stages — migration environment, migration situation, migration behaviour,
migration movement, that is, mobility and adaptation of labour migrants. The paper focuses on the analysis of the
initial, basic stage of the migration process — the migration environment, which determines the migration situation,
under the influence of which migration behaviour is formed, and then migration mobility and the intensity of labour
movements. Such an understanding of the essence of migration processes is important for the practice of regulating
migration processes and the development of an organisational and economic mechanism for regulating labour
movements. The analysis of each of the selected stages allows ensuring systematic and comprehensive management
of labour migration processes, to increase the effectiveness of the national migration policy

Keywords: migration process, stages of the migration process, mechanism, regulation

The Problem Statement

The independence of Ukraine and its desire to integrate into
the European economic space are accompanied by a large-
scale migration of the economically active population, the
supporting structure of which is formed by Interstate labour
migration. The range of expert assessments of its scale ranges
from 3 million up to 7 million people [1].

Socio-economic instability, inconsistency, and errors
in the implementation of market reforms, inefficiency and
functional incompleteness of the transformation of basic
institutions, corruption, the presence of considerable bar-
riers to doing business, the depreciation of human labour,
and therefore the decline in the standard of living of a con-
siderable part of the population are the reasons that make
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the working-age population look for independent forms of
adaptation to the new socio-economic reality. As life shows,
the most understandable of them was labour migration,
which became one-sided.

Analysis of Recent Research and Publications

The intensification and scale of labour migration processes
have considerably activated research, which is an empirical basis
for substantiating and implementing labour migration policy,
forming effective mechanisms for its regulation. Ukrainian
scientists-demographers M.I. Dolishnii [2], ED. Zastavnyi [3],
E.M. Libanova [4; 5], A. Kovalchuk [6], O. Palagniuk [7],
U.Ya. Sadova [8], O. Homra [9], M.M. Bil [10] et al have made
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a considerable contribution to their development. The re-
search of regional migration policy has received a consider-
able impetus, which deals with the development of regional
migration systems, regulation of labour migration processes
in cross-border regions, substantiation of the role of migra-
tion in the harmonisation of socio-economic development
of ethnic territorial social systems, etc. [8; 9; 11-14].

Due to the latest developments, the theoretical aspects
of the essence of the migration phenomenon, the genesis of
the development of its forms and types, factors that deter-
mine the spatial movement of the population have been
studied, which on the one hand has expanded the bound-
aries of knowledge of the phenomenon under study, and on
the other - the development of government programmes
in which rotating, circular migration acquires significant
weight [15; 16]. Therewith, the complexity and scale of the
process of labour migration, the multiplicity of its forms,
the emergence of new phenomena in the conditions of open-
ness of the national economy determine the need to form
a state strategy for regulating migration processes to “slow
down the rate of depopulation, maintain the number and
structure of the population at a level that provides support
for the economic development of the territory in all regions
of the state while maintaining the existing mentality of the
Ukrainian population” [17].

Purpose of the Study

The purpose of the paper is a theoretical analysis of the
essence of migration processes as a complex system of social
order.

Research Results

The development of effective mechanisms for regulating
labour migration processes at any hierarchical level of man-
agement requires first of all the implementation of a sci-
entific analysis of research object, clarification of its epis-
temological nature, identification of internal and external
relations, complementary functional subsystems, the interac-
tion of which ensures the implementation of the intended
purposes and objectives. Such a statement of the problem
primarily requires clarifying the essence of the conceptual
and terminological apparatus of the object of research, in
a particular case, this refers to a key conceptual pair - the
“migration process”

The activation of research in the field of labour migra-
tion issues, which is now characteristic of economic science,
contributes to the study of the essence of the category “migra-
tion process” from the standpoint of system analysis, which
is extremely important for integral systems and practices of
regulating migration flows. In the scientific literature, there
are practically no serious differences in the interpretation
of the content load of the essence of “migration” definition.
In alarge part of research, “migration” (lat. migratio) means
the relocation of an individual or group of people, aimed at
mastering the resources of new territories and associated
with a change of place of residence [8; 10]. This statement is
abstracted from pendulum migration since this type of migra-
tion, as a rule, is not accompanied by a change of place of
residence.

H. Orlova, L. Sytnyk understand migration as “a form
of movement primarily of the working-age part of the
population” [18]. However, according to O. Kychak, “mig-
ration” is caused by economic, political, and social reasons,
sometimes military events, permanent or temporary relo-
cation of people across existing state borders [19]. This
definition most likely explains the reasons, rather than
the essential features of the concept under study and its
internal motivational component, and not all forms of
migration end with the departure of the population abroad.

In the research of the modernity, labour migration
is interpreted as one of the determining factors that char-
acterises the development of social and labour relations,
forms the situation on regional labour markets, the sphere
of employment, the level of well-being, the structure of con-
sumption, and the modes of reproduction of the popula-
tion [9; 13]. Some authors understand migration as a complex
social process associated with changes in the ethnosocial and
labour mobility of the population, as well as with changes
in the economic structure of the economic system, in the
placement of the main factors of production [10].

The authors can give a number of other definitions
of the essence of labour migration, each of which covers
certain elements and features of it, which allows clarifying
the essential features and nature of labour mobility of the
population in the market environment. When analysing
the essence of migration processes, the needs and interests
of a person are determined by the search for an optimal
place of work and the scope of application of labour for the
purpose of self-fulfilment and self-development in labour.
Recognition of needs and interests as a driving force of spa-
tial movement of the population is determined by human
behaviour, which is subject to fundamental principles —
maximising utility, that is, obtaining the best effect from the
use of one’s own labour. This interpretation of the essence
of migration movement is based on the understanding of
a person as the highest value of society. Therewith, such
processes as the social division of labour, the placement
of production, its technical equipment, labour incentives,
and the availability of industrial and social infrastructure
can only slow down or intensify labour mobility. In fact,
these processes, depending on the depth of development of
social division, the dynamics of the placement of produc-
tive forces, the level of technical equipment of production,
functionally expand the boundaries of a person’s choice of
the field of labour application and are a means of achieving
the immediate purpose - the fulfilment of human needs
and interests in the field of labour. Hence, it is quite logical
to conclude that in a competitive environment, the dyna-
mism of the development of productive forces is the main
incentive for labour mobility, which is realised in various
forms of labour movement.

In the context of internationalisation of economic
relations, openness of national labour markets, and the deve-
lopment of an innovative and competitive model of the econ-
omy, labour migration has significantly intensified as a per-
manent process (lat. processus — displacement), characterised
by dynamic changes — waves, duration, pace, scale. The vari-
ability and dynamism of territorial labour movements is
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characterised not only by the scale of migration and regu-
larity but also by their duration, that is, it takes place over
time, which objectively requires its consideration in the
analysis of migration processes [14]. Including the time factor
is important for two main reasons. Firstly, the time factor
underlies the typology of forms of labour migration - sea-
sonal, temporary, constant (astronomical time). Periodisation
of labour migration flows in a chronological context and
isolation of migration waves reflect historical time. Changes
in the social structure of migrant workers, their professional
and qualification characteristics, and the development of
a work culture reflect social time. Types of labour activity,
efficiency and productivity of labour, innovative attitude,
competitiveness are reflected in economic time. Secondly, the
time factor is extremely important for analysing the speed
and dynamics of migration processes, the scale of the pop-
ulation included in the migration orbit, assessing the likely
threats and benefits, the impact on the demographic situa-
tion, the economic and settlement structure of donor and
recipient countries [14].

Thus, the time factor, on the one hand, is a specific
meter, indicator of the level of labour mobility, dynamics,
and pace of labour movements occurring over time, and
on the other - a tool for analysing the social and economic
consequences caused by migration movement for labour
migrants themselves, as direct subjects of labour relations
and the country in general. Therewith, such an analysis can
be carried out in different time lags - astronomical, his-
torical, social, and economic time dimensions, which is

important for the development of state labour migration
policy and the development of a mechanism for regulat-
ing labour flows. According to the authors of this study, the
migration process is a complex structured system of social
order associated with the movement of the economically
active population in space and time, determined by their
needs and interests, to fulfil the labour potential in the main
sphere of human life - labour.

Theoretical analysis of the essence of the migration
process as a complex system of social order, characterised
by integral qualities, requires, first of all, the analysis of its
system-forming components, that is, functional subsystems,
the interaction of which ensures its functioning as an integral
phenomenon. Such a statement of the problem is import-
ant for conducting empirical research, and based on this, the
development of national migration policy and a mecha-
nism for regulating labour migration processes. The analysis
of modern research on labour migration issues shows that
such an objective can be successfully implemented from
the standpoint of system theory, in particular, the concept
of territorial migration systems. Based on the existing sci-
entific developments, the subject of research of which is
migration processes [5; 7; 10], logical and other methods
allow analysing and identifying the components of the mig-
ration process, that is, the stages at each of which certain
functions are implemented, their interaction, the integrity
of the object under study is ensured, and a methodological
base is created for regulating migration flows (Fig. 1).

MIGRATION PROCESS

( Components of the migration process J

Migration L L Migration Migration Adaptation
. Migration situation . - .
environment behaviour mobility of migrants
( Migration potential J

Figure 1. System model of the migration process

Source: developed based on analysis [10]

The initial stage of the migration process is the devel-
opment of the migration environment as an objective pre-
requisite for the emergence of a migration situation, which
is understood as a set of migration activity and behaviour of
its carriers [10]. Sharing this opinion in general, the authors
emphasise that the migration situation cannot form or arise
without the presence of an appropriate environment, that
is, conditions that are determined by a complex of inter-
related factors of an economic, social, environmental, and
political nature. This is superimposed on the ethno-cultural
component, traditions of previous generations, formed value
orientations in the sphere of work, mentality, target attitudes,
etc. Together, their action creates an environment that pro-
duces a migration situation, the nature of which deter-
mines migration behaviour, the mood of the population for

migration, which can be characterised by different levels of
migration activity. The migration environment, migration
situation, and migration behaviour of the population are
an integral part of the migration process, which are causally
related to each other.

Highlighting the migration environment as a basic
element in the migration process, it should be noted that it
is influenced by external and internal factors [10]. The task
was not set to detail the effect of external factors since they
are well known. As for internal, today the priority role is
given to economic ones. Incomplete market reforms, weak
functioning of fundamental market institutions, lack of effec-
tive mechanisms to support entrepreneurship, depreciation
of human labour, deep differentiation in incomes of the popu-
lation, which provoked large-scale poverty [20], especially
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among the rural population, which is the core of labour mig-
rants — are the reasons that generate conditions for the inten-
sification of labour migration flows. Under their influence,
an unfavourable migration situation with a high migration
mood is formed for Ukraine. In fact, this is the reaction of the
population, that is, “voting with feet” to the socio-economic
situation and the state of social and labour relations in the
country.

The permanent crisis in Ukraine, which is accom-
panied by deep deformations in the sphere of social and
labour relations, narrows opportunities and acts as a brake
on a considerable part of the economically active popula-
tion in terms of realising their own labour potential. This
leads to the logical conclusion that labour migration of the
population is an absolutely justified means of self-fulfil-
ment in the sphere of labour activity. This means the desire
and motivation of many potential migrants to have high
qualifications, which is required by the labour market of the
recipient countries. Obviously, this explains the tendency
to increase the share of migrant workers with high profes-
sional and qualification characteristics. This is confirmed
by studies conducted with the assistance of the International
Organisation for Migration (IOM) and the Ministry of foreign
affairs of the Kingdom of Norway in 2019 on migration and
human trafficking: Ukraine, Moldova, Belarus, Georgia, which
showed that almost every fourth migrant was engaged in jobs
that require high qualifications [21].

The real processes that are currently taking place
in the field of interstate labour migration allow predicting
that this trend will not only continue but will also increase
due to the liberalisation of labour legislation in the European
Union countries and the removal of many barriers to attrac-
ting foreign labour. This is confirmed by the current migra-
tion policy of Germany, which introduces effective mecha-
nisms for attracting foreign labour migrants. A similar policy
is implemented by the governments of the Czech Republic,
Slovakia, and Poland, which annually increase quotas for
Ukrainian labour migrants [22]. Consequently, the migra-
tion corridors of Ukraine-Poland, Ukraine-Germany, and
Ukraine-Czech Republic are being formed.

Admittedly, the effectiveness of their migration policy
will be determined by measures related to the adaptation of
migrants, in the arsenal of which, in addition to economic
tools, an important role will be played by levers aimed at
developing the quality parameters of migrants’ lives — living
conditions, medical care, insurance, that is, providing social
guarantees, which creates conditions for turning migration
into an irrevocable form. This situation creates real risks
for reducing the size of the economically active population,
deforms its gender and age structure, and leads to large
losses in the country’s demographic potential. Accordingly,
this situation requires improving the efficiency of manag-
ing labour migration processes at all hierarchical levels of
management. The solvation of this problem requires the
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development of an organisational and economic mechanism
for regulating labour movements as an important component
of the national migration policy. Building such a mechanism
based on the principles of consistency will provide an inte-
grated approach to management and will allow influencing
all stages of the migration process. This is a very important
methodological position since at each of these stages, a sys-
tem of social and labour relations inherent in it is formed
and certain functions are implemented. Therewith, all stag-
es of the migration process are combined with each other
and form a complete process. Therefore, effective regulation
cannot be achieved if any stage of the migration process is
underestimated.

Theoretical analysis of the essence of the migration
process indicates that it is a complex system of social order
with many internal and external connections, the component
structure of which is formed by five functional stages - envi-
ronmental, situational, motivational-behavioural, mobile, and
adaptive, each of which implements certain functions. Their
unity makes migration processes of a holistic nature, and like
any complex system, it requires the development of effec-
tive regulatory mechanisms, in the structure of which the key
role belongs to the tools of macroeconomic influence on the
economic situation and social and labour relations in the
country.

Conclusions

The analysis of the epistemological nature of migration pro-
cesses indicates that this is a complex system of social order,
which includes a number of interrelated stages, the func-
tioning of which ensures the integrity of the object under
study and requires the development of effective mechanisms
for regulating labour migration flows at different levels of
management. The development of a mechanism for regu-
lating labour migration processes contributes to improving
the effectiveness of national migration policy measures in
the context of the openness of the national labour market.
It is quite obvious that if the economy has an unfavourable
situation for self-fulfilment in the sphere of labour, then on
the one hand, migration activity of the population is increas-
ing, and on the other hand, this is a serious signal for the
government, which forms a strategy for economic reforms
and the need to make serious adjustments for their imple-
mentation. If the profession acquired by a person is not in
demand in the labour market, then this is a message for edu-
cational institutions about the need to bring the personnel
training system to the real needs of the labour market. The
lack of proper attention to the problems of balancing labour
supply and demand creates conditions for unemployment
and potential migration. The processes of labour migration
require the development of effective regulatory mechanisms,
the operation of which should cover all stages of the migration
process and ensure consistency.
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BUMarae IIMOOKOrO OCMUCIIEHHS Ta JNOC/IIKEHHS IIPUYVHHO-HACTIIKOBYX 3B 3KiB TPyHoBoi Mirpauii, rm6okoro
HAayKOBOT'O aHAJIi3y CyYaCHUX TEHIEHLN, BUAB/ICHHS IepeBar Ta IOTEHLIIHUX 3arpo3 yiA Kpainu, GopMyBaHHS
PO3BMHEHOI Iep>KaBHOI TPYAOMIrpaniiiHol MOMTHKY. MeTOI0 CTaTTi € TEOPETUYHMII aHaTi3 CYTHOCTI MirpamiifHux
IIPOLECIB K CK/IaJIHOL CMCTEMU COLia/IbHOTO NOPAAKY. Y CTaTTi BUKOPUCTAHO CUCTEMHUI i TeopeTnaHmit MeTogu. bymo
BM3HA4EHO, IO NOCTIKEHHA TPYLOMIrpallifiHMX IPOLIECiB, 32 HE3HAYHMM BMHATKOM, 3HAXO[ATHCA Ha IIOYaTKOBIiN
crapii: 6araTo MeTOOMYHNX Ta OpraHi3alliffHUX acleKTiB iX pery/IoBaHHs HaJIeXKHUM YMHOM HEepO3KPHUTi, iM Opakye
IMOOKOr0 HayKOBOTO PO3YMIHHS CYTHOCTI MirpaliiifH1X MpoLeciB sIK CK/Ia/fHOTO COLiaTbHO-eKOHOMIYHOTO SIBUIIIA.
Y crarrti 3po6/1eHo cpo0y pO3SKPUTY FHOCEOIOTIYHY IPUPOAY Ta CYTHICTb MIirpalilffHOro mpouecy sK CKIagHol
CUCTeMU COLlia/IbHOro mopsaky. Oco6muBa yBara mpupiiieHa aHali3y ioro cucTeMo(OpMyoUNX CKIaJOBUX, IO
repeOyBaTh MK COO0I0 y IPUYIMHHO-HACTIIKOBMX 3B s13KaX 1 3a0€311e4yI0Th J10r0 Ii/IiCHICTB, 110 Ma€ BaXK/IMBe
3HaueHHA 11 pOpMyBaHHs OpraHisallilfHO-eKOHOMIYHOIO MeXaHi3My pery/IioBaHH: TPYLOMIrpaliifHIMy IPOLIeCaMIL.
ITig yac JOCTimKEeHH 3’ ICOBAHO, 1110 MIrpaliiiHIiT IIPOLjeC sSIK CKIaHa CUCTeMa BK/II0Ya€ HI3KY B3aEMOIIOB SI3aHUX
MK co6010 cTapiil — MirpaliiiHe cepeoBulle, MirpaliiiHy cuTyaniio, MirpaniiilHy HOBefiHKY, MirpalillHuil pyx,
TOOTO MOOINBHICTD Ta aJAIITALI0 TPYOBMX MIrpaHTiB. Y cTaTTi 0COO/MMBUIL aKIIeHT 3pOOIeHO Ha aHaIi3i BUXiHOI,
6a30BoI cTafii MirpariifHOro MMporecy — MirpaiiliHoMy CepefOBHUILL, 10 e TepMiHy€E MIrpariiiHy CUTyalifo, IIifj BIVIMBOM
sikol popMyeThcs MirpariifiHa IIoBeJjiHKa, a BifTak Mirpanirina MOOIbHICTD Ta IHTeHCHBHICTD TPYHLOBUX IIEPEMIII[eHb.
Taxe po3yMiHHsA CyTHOCTI MirpaniiifiHuX IpoIeciB Ma€ BayK/IMBe 3HAUE€HHA JJIA TPAKTUKY PETY/TI0BAHHA MirpaliiiHux
npoleciB Ta GOpMyBaHHA OpraHisalliiiHO-eKOHOMIYHOIO MeXaHi3My PeryII0BaHHsS TPYLOBUMU IepeMillleHHAMI.
AHaji3 KOXXHOI i3 BUOKPeM/ICHUX CTafiill lae MOXX/IMBICTD 3a06€3IeYNTI CUCTEMHICTD 1 KOMIUIEKCHICTD YIIpaBIiHHS
TPYROMIrpaLiiiHMMM TIpOLjecaMy, HiABUITY eDeKTUBHICTD [iep>KaBHOI MirpaniitHol momiTnku
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Abstract. The relevance of the article is determined by the study of scientific works on the impact of the foreign
trade component on economic growth, since as of now the idea of the positive impact of foreign trade and its
liberalisation on economic growth prevails. At the same time, discussions on trends in the liberalisation of foreign
trade are part of the problem, which is the contradictory impact on the economic development of the free cross-
border movement of goods, capital, and labor. The aim of the article is to study trade restrictions in the context of
foreign trade liberalisation. Achieving this goal is based on methods of analysis and synthesis, induction and
deduction, that are grounded on an integrated approach. It is noted that at a high level of economic development,
economic liberalisation allows increasing the benefits of foreign trade, but the issues related to the opening of
domestic markets in the countries of economic periphery remain controversial. The article considers the essence
and classification of foreign trade restrictions. The views of scholars of the leading economic schools on the
relationship between trade liberalisation and economic growth are characterised. It is determined that the main
trends in the liberalisation of foreign trade are: expanding the scope of regulatory measures by both national
governments and global trade institutions; coordination and intensification of international cooperation in
the areas of multilateral liberalisation of foreign trade; the growth of non-tariff restrictions on the way of the
international trade development. The results of the study allow deepening the understanding of the peculiarities
of ensuring national economic interests in the conditions of dynamisation of foreign trade

Keywords: trade restrictions, national economic interests, import regulation, tariff and non-tariff restrictions,
foreign trade liberalisation

The Problem Statement Analysis of Recent Research and Publications

In the process of expanding and diversifying trade restric-
tions, there is an urgent need to apply such assessing meth-
ods that would allow us to assess the efficacy of measures
to regulate the import of goods. At the same time, it is extre-
mely difficult to identify in quantitative terms the gains or
losses from the introduction of protectionist measures for
the country’s economy in practice, since the existing calcu-
lation models give only approximate results, and the desire
to develop an effective universal method for such a compre-
hensive assessment remains an incentive to develop these
directions of research.

To assess the efficiency of import regulation, it is
necessary to consider the targeted use of imports in the
country’s economy, the level of its manufacturability, and
the possibility of increasing its export potential based on
the use of imports of intermediate goods.

Suggested Citation:

An important methodological basis for the study of the
process of regulating foreign trade is represented by the fun-
damental works of J. Anderson and P. Neary [1], D. Dollar
and A. Kraay [2], R. Feenstra [3], ]. Sachs and A. Warner [4],
etc., which researched the relationship of economic openness
in the context of the impact on economic growth. In par-
ticular, the ambiguous and contradictory consequences of
foreign trade liberalisation are analysed in the works of
D. Trefler [5], R. Baldwin [6], E. Leamer [7], A. Kidegaard and
P. Williams [8] and others. However, the issues concerning
the methodology of trade restriction estimation in the context
of foreign trade liberalisation requires the further research.

Setting the Objectives

Therefore, the purpose of the article is to explore trade restric-
tion in the context of foreign trade liberalisation. Achieving this
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goal is based on methods of analysis and synthesis, induction
and deduction, that are grounded on an integrated approach.

Results and Discussion

According to Western economists, the state receives a cer-
tain income from the introduction of tariffs, but the consum-
ers losses expressed in foreign currency exceed the total gain
of producers and import fees received by the state treasury.
The foreign economic literature is dominated by mixed opin-
ions regarding the customs barriers, the efficacy, and the
efficiency of customs protectionism. Some authors, consid-
ering the evolution of customs policy in the 1950-1990s of
the XX century, come to the conclusion about the decline
of customs protectionism. Others believe that customs con-
tinue to effectively fulfill its economic, trade, and political
role. At the same time, it should be noted that a decrease in
the arithmetic average rate of the customs tariff in practice
does not mean that the degree of protectionist protection of
the domestic market decreased in similar proportions.

Table 1 shows the classification of assessment meth-
ods and indicators of trade restrictions by the criteria for
assessing the trade regime (average-weighted, arithmetic
mean customs tariff rate, frequency and coverage index
of non-tariff regulation, tariff equivalent); the efficacy of
trade restrictions (equivalent and effective customs tariff
rates, customs duty collection ratio, method of benefit and
loss analysis, the method of export estimates); assessment
of the impact of trade restrictions on the development of
the Ukrainian market. The insufficient elaboration of the
indicators of trade restrictions has led to the need to high-
light indicators that would consider the tools of tariff and
non-tariff regulation, in particular, the index of limited
trade to assess the trade regime; volume index and import
deflator index - to analyse the efficacy of trade restric-
tions; models of imperfect and perfect substitutes and simu-
lation models - to identify the impact of trade restrictions on
the development of the Ukrainian market.

Table 1. Assessment methods and indicators of trade restrictions

Tariff restrictions

The weighted average
rate of the customs tariff

Assessment methods

Assessment

Non-tariff restrictions

Frequency index and import coverage
index for non-tariff restrictions

Complex indicators

Trade restrictive index

of trade regime The coefficient of the arithmetic

mean rate of customs tariff

Tariff equivalent (that can be
represented through a tariff equivalent)

The coefficient of the equivalent

Assessment of the efficacy | anq effective rate of customs tariff

Method of analysing the benefits and
losses

Import physical volume
index

of trade restrictions
Import duty rate

Method of expert assessments Import deflator index

Assessment of the impact
of trade restrictions on the

Simulation models: the extent of public welfare losses;

Gravity model

development of the internal
market

Import substitution models: Model of imperfect substitutes;

Model of perfect substitutes

Source: developed by the author

The calculation of the weighted average and arithme-
tic mean rate of customs tariff is the most common method
of estimating tariff restrictions. They are complementary and
collectively provide a broader picture of the nature of cus-
toms policy, and their comparison may be informative in deter-
mining the general characteristics of import duties [2].

The significant excess of the arithmetic mean rate of
the customs tariff over the weighted average shows that for
certain commodity items, the receipts of which are subject to
regulation by means of customs duties, the volume of imports
has significantly decreased, which, in turn, allows formulat-
ing conclusions [9-11]: the customs tariff rates on commodity
items, whose share in national consumption in terms of quan-
tity and value are significant, were prohibitive, which led to
a significant decrease in imports due to the redistribution of
resources in favor of those economic activities that produce
import substitution, or was triggered by a legal import into the
shadow; the commodity items, which are subject to customs
duties on importation, are characterised by a sufficiently high
coefficient of elasticity of substitution, and consequently, the
demand response to the increase in prices for imported goods
may lead to switching to consumption of goods of Ukrainian
production; the vast majority of import flows of goods are
carried out within the framework of preferential agreements.

In this case, the customs tariff performs a protectio-
nist function and the main focus is on the implementation
of an import-substituting model of economic growth inside
the country. Instead, a significant excess of the weighted

average rate over the arithmetic mean indicates the fol-
lowing: customs tariff rates on commodity items, whose share
in national consumption in terms of quantity and value are
significant, can be characterised as high, but the factors of
internal economic development do not allow the develop-
ment of import substitution production; the commodity
items, which are subject to customs duties on imports have a
coeflicient of elasticity of substitution in the interval (0, 1),
in particular critical imports, and therefore, despite the in-
crease in prices for imported products, demand for it is not
reduced or is not reduced proportionally.

In this case, the customs tariff is mainly a fiscal
function and an instrument for filling the country’s budget.
However, the conclusions based on the analysis of exclu-
sively the arithmetic and weighted average customs tariff
rates are somewhat conditional and do not allow consid-
ering the strengthening of the national currency compa-
red to major currencies of imports. The calculation of the
recovery rate of the import duty allows assessing the fiscal
efficiency of the customs tariff and deepen the validity of
the efficacy of import regulation instruments. A compa-
rative analysis of the weighted average customs tariff rate
and the recovery rate of the import duty allows determin-
ing the degree of receipt of customs payments to the budget
in accordance with the commodity structure of imports
and the structure of customs tariff.

A detailed study of the impact mechanism of duties
on prices and the competitiveness of goods leads to another
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conclusion, namely, the effectiveness of tariff protectionism
is determined not only by the nominal value. A comparison
of the structure of the customs tariff, the dynamics, and
structure of Ukrainian production and the commodity
structure of imports allows concluding that the degree of
protection of the finished product is directly dependent on
the level of duties on components and parts imported for
the purpose of its production to a greater extent than on the
taxation level of the finished product [12].

An analysis of customs tariffs from the perspective
of effective protectionism indicates that the customs taxa-
tion of goods at different stages of processing is intercon-
nected (tariff escalation). A reliable assessment of the level
of tariff protection of goods with a high degree of process-
ing should consider duties on raw materials, semifinished
products, and other components of these goods. Such an
approach to the analysis of tariff protectionism answers
the question of why the level of customs taxation in the
tariffs of many countries grows as the degree of processing
increases. Using the principle of escalation in international
trade allows economically developed countries to consoli-
date the raw material orientation of developing countries
and the least developed countries and restrain their devel-
opment, helping to maintain the leadership.

The calculation of the effective level of protectionism
began to acquire a practical application in tarift negotiations
of different countries after the second half of the 1960s of the
XX century. Countries that negotiated mutual tariff reductions
began to pay attention not to a general linear reduction in
duties on all goods, but only to those that did not reduce the
amount of effective protectionism. This trend was noted by
G. Gruela, who noted that, given the effective level of customs
protectionism, a country that reduces duties on raw materials
and semifinished products more than on the finished indus-
trial products, can actually strengthen and not weaken its tar-
iff during tariff negotiations protectionism. Consequently,
the concept of effective tariff protection leads to a paradox-
ical at first glance conclusion, namely, that an increase in
tariff protection of any industry can be achieved not only by
increasing rates on final products but also by reducing duties
on imported components for the production of goods.

Vertical integration is one of the main factors deter-
mining the level of tariffs that the state sets to protect
Ukrainian industry. The work of A. Kildegard, P. Williams
indicates that ceteris paribus, a high share of imports in the
economy should reduce the level of vertical integration [8].
The probable reason for this is that the purchase of impor-
ted goods means a narrowing of the interaction between
national producers: if intermediate products are purchased,
this means that some Ukrainian companies do not use their
own production of intermediate products for the manufac-
ture of the final one. In theoretical and empirical studies
on protectionism, economists seek to answer the question
of why certain industries receive trade protection and why
some industries receive protection more than others.

From the authors’ standpoint, the government bod-
ies, when deciding to establish a certain level of protective
measures (tariff and non-tariff), use the following criteria:
the influence of protectionism on the manufacturers tar-
geted by protective measures; the impact of trade barriers

on consumers of final products and the overall public well-
being. The state’s assessment of the impact of trade policy
on manufacturers as a whole and on specific manufactur-
ers in particular depends on the lobbying power possessed
by particular interest groups. The tariff structure can also
be the result of rent-oriented behavior that occurs when
a third party deprives one of the participants of certain op-
portunities, turning a mutually beneficial transaction into
an instrument of receiving rent by the other party. Thus, policy
plays an important role in determining the size of tariff and
non-tariff restrictions in international trade.

Among the main factors affecting the level of tariff
protection are: at the sectoral level - elasticity of demand
for imports at their own import price and at the price of
national substitute products; at the country level, such char-
acteristics of the ownership structure in the economy as
vertical integration and income inequality. Early empirical
work in the trade policy mainly explored the correlation be-
tween the level of tariff protection and the political and
economic variables, which was supposed to be relevant to
the definition of trade policy. The results of these studies
indicate that trade policy is largely endogenous [6; 13; 14].

For most international economic organisations, the
global economic crisis of 2007-2009 has become a signi-
ficant catalyst for the process of adapting to the challenges
of the new millennium. When analysing specific areas of the
WTO?s activities in a crisis, it is important to consider that
it is endowed with limited capabilities of “contract enforce-
ment” [15]. Unlike other leading international economic
organisations, in particular the WB and the IME the WTO
has neither financial resources nor the ability to directly
influence financial flows. Consequently, it only states the fact
of violation of trade practice and puts forward require-
ments for bringing the trade practice of the violating coun-
try by the current rules. If such pressure does not bring any
result, then the WTO can only provide the injured party with
the right to apply measures to compensate for the damage
caused.

Conclusions

The methodology of state regulation of foreign trade acti-
vity should be based on the philosophy, principles, and inst-
ruments of modern macroeconomic regulation and fore-
casting, sectoral and regional indicative planning, and
programmatic and targeted management. It provides both
moderate protection by the state of national producers and
promotion of their products to foreign markets, as well as
the encouragement of these producers to increase their
competitiveness, as well as the orientation of imported sup-
plies for the development of the national economy and
improving the quality of life of the population.

Formal and informal institutional rules, conditions,
and restrictions should be formulated based on industrial
and foreign trade policies, which serve as a tool for optimising
the balance of measures to ensure openness of the economy
and protectionist measures. This is a kind of compromise
when trade not only seeks commercial profit but also helps
to build confidence and allows you to maintain long-term and
mutually beneficial trade relations between partners, as well
as positive foreign relations between countries.
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Thus, the analysis of the existing methods of assessing
the efficacy of import regulation has shown that in order
to accurately represent the status of tariff and non-tarift reg-
ulation, it is necessary to use the widest possible arsenal of
available methods of assessing the trade regime, the efficacy

domestic market. At the same time, when the estimation of
tariff restrictions is carried out based on information pub-
lished on state resources and in publications of international
organisations, the statistics on the use of non-tarift restric-
tions are incomplete and therefore difficult to calculate and

of trade restrictions and their impact on the development of the  therefore have a relatively quantified dimension.
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ToproBesibHi 06Me)XeHHS1 B KOHTEKCTi 30BHiLLHbOTOProBeIbHOI
ni6epanisauyir
KatepuHa CepriiBHa lNyrayeBcbka

KuiBcbknii HayioHaibHUIA TOProBesibHO-eKOHOMIYHUIA YHIBEepPCUTET
02156, Byn. Kioto, 19, M. KuiB, YkpaiHa

AHoOTaLifl. AKTYa/IbHICTD CTATTi O/IATAE y JOCII/KEHHI HAYKOBUX PO3POOOK II0JI0 BIIVBY 30BHIIIHBOTOPrOBEIbHOT
KOMIIOHEHT! Ha €KOHOMiuHe 3pOCTaHHA, OCKI/IbKM Hapasi JoMiHye AyMKa IIPO IMO3UTUBHUI BIIIMB 30BHILIHHOI
TopriBmi Ta 1i mibepanizauii Ha eKOHOMiuHe 3pocCTaHHs. BomHouac BUCKYCIl 1100 TeHEeHIii nibepanisarii
30BHIIIHBOI TOPTIB/I € YaCTUHOI MpOOIeMy, IO TOJIATA€ Y CYIepewINBOMY BIUIVBI Ha eKOHOMIUHMIT PO3BUTOK
BiIBHOTO TPaHCKOPIOHHOTO PyXy TOBapiB, KamiTajay Ta npaui. MeTow cTaTTi € JOCTiKEeHHA TOPrOBEIbHOTO
00MeXXeHHsI B KOHTeKCTi mbepaizanii 30BHiHbOI TOpripi. JJocArHeHH i€l MeTn 6a3yeTbcs Ha METOfAX aHAIi3y
Ta CUHTe3Y, IHAYKIHi Ta AeqyKil, 3aCHOBaHUX Ha KOMIUIEKCHOMY IiAXOAi. 3a3Ha4deHo, 110 nepeOyBaiouy Ha BUCOKOMY
piBHI €KOHOMIYHOTO PO3BMTKY, ibepanizaliisi eKOHOMIKM FO3BOJAE 30imbLIyBaTV BMTpAlli Bif 30BHIIIHBOI
TOPriBji, MPOTe AUCKYCIHUMY 3aNMIIAIOTBCS MUTAHHS, OB sA3aHI 3 BIIKPUTTAM BHYTPIIIHIX PUHKIB KpaiH
eKOHOMIYHOI Iepudepii. Y cTaTTi pO3IIAHYTO CYyTHICTD Ta KnacKikaliiio 30BHIIIHbOTOPTOBEIbHUX OOMEKEHb.
CxapakTepu30BaHO HOIIAAM HAYKOBLIB IIPOBITHMX €KOHOMIYHMX IIKIJT LIOJO B3a€MO3B’SI3KYy TOPIOBEIbHOI
nibeparnisanii Ta eKOHOMIYHOTO 3pOoCcTaHHs. Bu3HadeHO, 1110 OCHOBHUMM TeHAEHLissMM nibepaisanii 30BHIIIHbOT
TOPTiBJIi €: pO3LIVPEHHs MacIITabiB 3aCTOCYBaHH: PEry/IIOI0YNX 3aXO/iB AK 3 OOKY yps/iB HaIllOHAIBHUX JepKaB,
TaK i [7106aIbHUX TOPrOBeNIbHYUX IHCTUTYIiN; KOOPAMHALIA Ta aKTUBi3allisa MDKHAPOJHOI CHiBIIpalli y HalpsaMKax
6araTocTOpOHHBOI ibepanisanil 30BHIIIHBOTOPrOBENILHOTO 060POTY; 3pOCTaHHs HeTapu(pHUX 0OMeKeHDb Ha LIUIIXY
PO3BUTKY MbKHApOZHOI TOPriByi. PesynbTaTyt JOCTIIKeHHS JO3BOMAIOTH MOIMNONTY PO3YMIHHA 0COOMMBOCTEN
3a0e3IevyeHHs HalllOHA/IbHUX eKOHOMIYHNX iHTepeciB B yMOBax AMHaMisalii 30BHIIIHbOI TOPriBIi

KntouyoBi cnoBa:ToprosenbHi 06Me>KeHHsI, HaljioHA/IbHI eKOHOMIYHI iHTepecH, perynoBaHHs iMIIOpPTY, TapudHi Ta
HeTapudHi 06MexKeHHs, 30BHIIIHOTOPTOBe/IbHA Tibeparmizariisa
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Abstract. The relevance of the paper lies in the development of “green energy” as an increase in the energy efficiency
of the global economy of the country. The main drivers of new capacities are the disposal of old, less efficient fossil
fuel units. Low natural gas prices and favourable renewable energy costs make natural gas and renewable energy
sources the main sources of new generation capacity by 2050. The main purpose of the paper is to highlight the main
problems of the Ukrainian electricity market, analyse the process of popularising green energy, highlight cases when
switching to alternative sources is a profitable process in conditions of uncertainty and rising prices for conventional
energy carriers. The paper uses general scientific and specific research methods, in particular, methods of analysis
and synthesis, scientific deduction and induction. The paper analysed in detail the current state of energy in
Ukraine, developed proposals for improving the regulation of alternative energy at the state level and for popularising
green energy in Ukraine. It has been established that alternative energy sources can also be more profitable than
conventional energy sources. Alternative energy and conventional energy carriers were comprehensively studied.
In addition, favourable economic conditions have been identified for the construction of alternative energy facilities
and the development of a “green” economy, which in the future will ensure the sustainable development of Ukraine

Keywords: electricity market, energy intensity of the economy, renewable energy, green tariff, energy efficiency

The Problem Statement

The rapid growth of world production in the second half
of the 20™ century led to an increase in demand for resour-
ces, an important place among which is occupied by pri-
mary energy. Primary energy consumption in the world
is constantly growing, so in 2018, this figure was equal to
13864.9 million tonnes of oil equivalent, which is 3.7 times
more than in 1965, when it was 3701.5 million tonnes [1].
Against the background of increasing primary energy con-
sumption in the world, the trend towards a decrease in
global energy consumption, that is, total energy consump-
tion per unit of GDP, has been a positive trend over the
past decades, which is evidence of an increase in the energy
efficiency of the global economy.

Analysis of Recent Research and Publications

The problem of alternative energy in Ukraine was cov-
ered by such scientists as I.P. Gaidutskiy [2], M.H. Slokva,
O.V. Pyankova [3], A.O. Kasich, Ya.O. Litvinenko,

Suggested Citation:

PS. Melnichuk [4], I.V. Kremenovska [5], I.S. Sagaidak,
T.M. Chorna, N.L. Avramenko [6], S. Savchuk [7]. In their
works, special attention is focused on studying the prospects
for using renewable energy sources.

Purpose of the Study

The main purpose of the paper is to highlight the main
problems of the Ukrainian electricity market, analyse the
process of popularising green energy, highlight cases when
switching to alternative sources is a profitable process in
conditions of uncertainty and rising prices for conventional
energy carriers.

Research Results

Over a period of all years, Ukraine has been characterised
by the lowest values of the energy efficiency indicator in
the world, in 2018, the energy intensity of its economy was
0.238 KkJ/$ 2015 GDP at purchasing power parity (PPP),
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which exceeds the global average by more than two times.
China’s energy intensity improved by almost 40% in the
period from 2000 to 2018 and by 2.7% in 2019 due to the
introduction of an energy efficiency policy focused on
energy-intensive industries, which led to a high demand in
the country for energy efficiency services [3].

Since July 1, 2019, a new liberal model of the elec-
tricity market has been launched, according to the Law of
Ukraine “On the Electricity Market” adopted in 2017 [8].
The law deprives the state of the right to regulate the tariffs
of electricity producers. However, it provides for self-regu-
lation of the market through mechanisms of competition,
supply, and demand. To benefit from the new rules of the
game presented in the monopolistic market, Rinat Akhmetov’s
DTEK company was used, which abuses its monopoly
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representative, detects any prices in its electric power indus-
try, using that there is no alternative for the buyer [9].
A. Gerus, in his work [9] investigated that DTEK in the
only liquid and working market, the “day-ahead market”,
at certain hours created artificially electricity shortages,
which is conditioned upon fact that everyone who could
not buy electricity on the “day-ahead market” is given elec-
tricity at the price of the “balancing market”, and this is
another 15% more expensive.

Fuel and energy production in Ukraine is shown in
Figure 1. It can be seen that since 2013, there has been a
decrease in coal and peat production by almost 3 times, but
wind and solar production has increased 2 times during
this period (Fig. 1).
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Figure 1. Graphical representation of fuel and energy production in Ukraine 2008-2018, thousand tonnes of oil equivalent

Source: developed based on [1]

According to the state agency for energy efficiency,
in the first three months of 2018, it was established:
« almost 100 MW of solar power plants;
« 47 MW of wind farms;
« 6.2 MW of biogas power plants;
¢ 5.1 MW of biomass power plants;
« 1.5 MW of small hydroelectric power plants [10].
The cost of electric energy for domestic consumers in
2018 in Ukraine was 1.28 UAH kW, but now a considerable
increase in price is planned to 2.88 UAH kW. For EU con-
sumers, electricity prices, including taxes and fees, were the
highestinthesecondquarterof2018inDenmark(0.31 euros
per kW), Germany (0.30 euros per kW), and Belgium
(0.29 euros per kW), while the lowest prices were recorded
in Bulgaria (0.10 euros per kW), Lithuania and Hungary
(0.11 euros per kW each). However, it is worth noting that
more than half of the price of electricity in Denmark and
Germany is made up of taxes and fees, and a third - in

Belgium. In addition, in Bulgaria, taxes and fees account for
17%, in Lithuania - 30%, and in Hungary - 21% [10].

For non-domestic consumers, electricity prices (exclu-
ding WAT and other taxes and fees) in the second semester
of 2018 ranged from 0.17 euros per kKW in Cyprus and 0.13
euros in Malta to 0.06 euros per kW in the Netherlands,
Poland, and Finland. In 2018, the share of energy from rene-
wable sources in gross final energy consumption reached
18.0% in the European Union (EU), more than double the
share of 2004 (8.5%). Increasing the share of renewable
energy sources is essential for achieving the EU’s climate
and energy goals. The EU’s goal is to reach 20% of its
energy from renewable sources by 2020 and at least 32%
by 2030 [10]. Among the 28 EU member states, 12 states
have already achieved a share equal to or greater than their
national mandatory goals for 2020, and non-European
Union countries have nevertheless achieved the desired
level of alternative energy production presented in Table 1.
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Table 1. Total share of energy from renewable sources, 2008-2018 (%) — 2009/28/EU directive

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bulgaria 10.3 12 13.9 14.2 15.8 18.9 18 18.3 18.8 18.7 20.5
Denmark 18.5 20 21.9 234 255 27.2 29.3 30.8 31.8 34.7 35.7
Estonia 18.6 229 24.6 25.3 255 253 26.1 28.2 28.7 291 30
Croatia 22 23.6 251 254 26.8 28 27.8 29 28.3 27.3 28
Latvia 29.8 34.3 30.4 33.5 35.7 37 38.6 37.5 37.1 39 40.3
Lithuania 17.8 19.8 19.6 19.9 21.4 22.7 23.6 25.8 25.6 26 24.4
Austria 28.9 31 31.2 31.6 32.7 32.8 33.7 33.5 33.4 33.1 33.4
Portugal 22.9 24.4 24.2 24.6 24.6 25.7 29.5 30.5 30.9 30.6 30.3
Romania 20.2 22.2 22.8 21.2 22.8 23.9 24.8 24.8 25 24.5 23.9
Slovenia 15 20.1 20.4 20.3 20.8 22.4 21.5 21.9 21.3 211 211
Finland 31.4 31.3 324 32.8 34.4 36.7 38.8 393 39 40.9 41.2
Sweden 44.7 47.9 47 48.2 50.2 50.8 51.9 53 53.4 542 54.6
Iceland 67.3 69.6 70.3 71.5 72.4 71.7 70.5 70.3 70.2 70.7 72.2
Norway 62.1 65.1 61.5 64.7 65.5 66.7 69.2 69.2 70.2 71.6 72.8
Montenegro 32.5 39.5 40.7 40.7 41.5 43.7 441 431 41.6 39.7 38.8
Albania 32.4 31.4 31.9 31.2 35.2 33.2 31.5 34.4 35.5 34.5 34.9
Serbia 15.9 21 19.8 19.1 20.8 211 22.9 22 211 20.3 20.3

Source: developed based on [11]

As demand for electricity increases markedly, the
main drivers of new capacity are the disposal of older, less
efficient fossil fuel units; the immediate prospect of renew-
able energy tax breaks; and the continued decline in capi-
tal spending on renewable energy sources, especially solar
photovoltaic ones. Low natural gas prices and favourable
renewable energy costs make natural gas and renewable
energy sources the main sources of new generation capac-
ity by 2050. In the United States, as of February 2020, solar
energy accounts for 15%, 46% is planned by 2050, wind
energy — 15%, but 33% is planned [11].

Renewable energy sources (including hydropower)
will be the fastest-growing source of electricity genera-
tion for the period of 2018-2050, growing at an average rate
of 3.6% per year. By 2050, China, India, Europe, the OECD,
and the United States will have almost 75% of the world’s
renewable energy sources. It is predicted that by 2025, rene-
wable energy sources will exceed coal as the main source
of electricity generation, and by 2050, renewable energy
sources will account for half of the world’s total electricity
production [11].

The growth rate of the share of energy in Ukraine
from renewable sources is not very satisfactory — only 4.6%
as of 2018. After all, according to the sustainable develop-
ment strategy of 2030, the forecast of the appropriate total
renewable energy capacity of Ukraine in 2030 will be 12.6%
of the total installed capacity or 8 GW (14 GW including large
hydroelectric power plants), and the output volume will be
14TW (28 TW includinglarge hydroelectric power plants) [1].

In April 2019, the Verkhovna Rada adopted the Law
of Ukraine “On Amendments to Certain Laws of Ukraine
Concerning Ensuring Competitive Conditions for the
Production of Electric Energy from Alternative Energy
Sources” [12], according to which, starting from 2020,
“Green” auctions are introduced and mandatory partici-
pation of investors in solar power plants with a capacity of
more than 1 MW and wind farms with a capacity of more
than 5 MW (or one turbine) is fixed. The law replaces the
system of state support for alternative energy facilities in
the form of a “green” tariff with a system of “green” auc-
tions, in which state support will be received by the inves-
tor who offered the lowest tariff for energy produced by
the facility at the auction [12].

The minimum tariffs for “green” electricity pro-
duced from wind energy by electric power facilities, the
capacity of which does not exceed 30 kW from 2020 to
2024 at the level of 113.41 kopiykas/kW (excluding WAT),
and from solar energy - 176.55, have been approved by
law. There is also a fixed tariff for wind power in the peri-
od from 2025 to 2029 - 101.14 kopiykas/kW, and for solar
power — 157.26 [13]. It is not surprising that some busi-
nesses have rushed to install solar panels and sell excess
electricity to generate additional income. The company
Solar-Tech, which specialises in the installation of solar
power plants, estimated that for an enterprise that con-
sumes 149000 kW of electricity per year, the payback
period is 5.7 years, and for the sale of excess energy in the
amount of 17120 kWh - 4.8 years [14] (Table 2).
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Table 2. Energy from renewable sources 2009-2018

Unitsof 5400 2010 2011 2012 2013 2014 2015 2016 2017 2018
measurement
Total energy supply o toe 2463 2611 2514 2476 3166 2797 2700 3616 3907 4289
from renewable sources
Share of energy supply % 22 2 2 2 27 26 3 38 44 46

from renewable sources

Source: developed based on [1]

To resolve the situation on the renewable energy
market, it is necessary to take the following steps:

1. Create conditions for investment in the green sector.
Every year, capital investment in the carbon mining sector
decreases, but investment in the foreign economic activity
sector increases [1]. This is explained by, firstly, the sustain-
able development programmes of European countries, and,
secondly, to the exhaustion of usual energy sources: oil, gas,
coal, and peat.

2. Provide financing for the “Guaranteed buyer” pro-
gramme [15]. It was with this state-owned enterprise that
all producers of “green” energy were obliged to conclude
contracts, which was aimed at ensuring payments but cre-
ated only a deficit in Ukrenergo, which is explained by the
high price of “green” energy. However, wind and solar tar-
iffs are expected to decrease by an average of 25% by 2029.
In the meantime, it is planned to bring the tariff to the mar-
ket level not by reducing it but by increasing the cost of
electricity produced by conventional sources [15].

3. State control and levelling of manipulations in the
existing energy market. Due to the monopoly position in
the electricity market and the artificial creation of a deficit,
the price of electricity increases by 30-40% at certain hours,
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CyyacHuM CTaH Ta CBiTOBi TEHAEHL,il PO3BUTKY «3€J/1IeHOI eHEepreTUKU»
KatepuHa KOpiiBHa Pegbko, OnexkcaHgpa CepriiBHa Qypc

HauyioHanbHWi TexHiYHUIA yHiBepcuTeT YKpaiHu
«KuiBCbKMI MONITEXHIYHUI IHCTUTYT iMeHi Iropsi CiKopcbKOro»
03056, npocn. lMepemoru, 37, M. Kuis, YkpaiHa

AHoTaLlifl. AKTya/IbHICTb CTATTi IOJIATA€ B PO3BUTKY «3€JICHOI €HePreTKI», SIK IiIBUIICHH] eHeproeeKTUBHOCTI
I100a/IbHOI eKOHOMIKY Kpainy. OCHOBHMMM YMHHMKAMI HOBUX IIOTY)KHOCTeN! € BUOYTTS CTApUX, MEHII e(heKTUBHIX
€Hepro0O/IoKiB BYKOITHOTO na/Ba. Husbki IiHN Ha IPMPOFHNIL Ia3 Ta CHPYUATIVBI BUTPATY Ha IOHOB/IIOBaHI JKepena
eHepril IPU3BOMAATH 0 TOTO, 110 IIPUPOHNIL a3 Ta BiTHOB/IIOBAHI )Kepera eHepril 0y1yTh OCHOBHUMI JKepeiaMu
HOBOI reHepaliitHol HOTY>KHOCTI 10 2050 poKy. OCHOBHOIO MeTO0 HayKOBOI CTATTi € BUCBIT/ICHHS TOIOBHUX IIPOOIEM
PMHKY €NIeKTpOeHeprii YKpaiHu, aHasli3 IpoLecy MOy iApu3allii 3e7IeHOI €HePreTUKM, BUCBIT/IIEHH: BUIAMKIB, KON
Iepexiji Ha a/IbTEPHATUBHI [PKepena € BUTITHUM IIPOLIECOM, B yMOBAaX HEBM3HAYEHOCTI Ta POCTY LIiH HA TPAJMIIiIiHi
eHeproHocii. Y cTaTTi BUKOPKMCTaHO 3arajlbHOHAyKOBi Ta crerydiyHi MeTOAM KOCTi/KEeHHs, 30KpeMa MEeTOU
aHasIi3y Ta CMHTe3y, HAYKOBY JefyKIil0 Ta iHAyKLi. Y cTaTTi Oy/I0 /leTanbHO MpOaHali30BaHO HMHIIIHIM cTaH
eHepreTUKY YKpaiHu, po3po61eHo IpOoHo3uLiii Ayl BOCKOHA/ICHHS YPETy/IIOBaHHA a/lbTePHATIBHOI eHePreTUKY
Ha JIep>)KaBHOMY PiBHi, i IS IOy /IApU3allii 3€JIeHOI eHepreTUKM B YKpaiHi. Byno BcTaHOB/IEHO, 10 aIbTepHATUBHI
JKepeia eHeprii TakoXX MOXKYTb OyTY BUTIFHMMM, HDK TpafuuiiiHi eHeproHocii. By/0 KOMIIIEKCHO BJMBYEHO
aTIbTEPHATUBHY €HEPIeTHUKY, i TPaAULiliHi eHeproHocil. JIo TOro >K BU3HaY€HO CNIPUATINBI €EKOHOMiUHI YMOBM I
CIIOPYIPKEHHS 00’ €KTIB a/IbTepHATMBHOI eHEPreTUKY, PO3BUTKY «3€/ICHOI» eKOHOMIKIL, IO y Maii6y THbOMY HO3BO/IUTD
3a0es3Ie4nTy CTaINil PO3BUTOK YKpaiHu

KntouoBi cnoBa: prHOK eneKTpoeHeprii, eHeproeMHICTh €KOHOMIKM, BiTHOB/IIOBa/IbHA €HEPreTHKa, 3e/IeHNit Tapud,
eHeproe()eKTUBHICTDb
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Abstract. The relevance of the study lies in the impact of gastronomic tourism on the development of the tourism
sector and the fact that gastronomic tourism is a means of activating tourist destinations; supporting national
producers by integrating gastronomic tourism into local event resources. Given the lack of a holistic understanding
of the concept of gastronomic tourism, the imperfection of existing recommendations and conclusions on its
development, there is a need for a detailed analysis of the subject. The purpose of the paper is to study the features
of gastronomic tourism as a means of activating the development of the tourism sector. The paper covers that
gastronomic tourism is based on the specific features of regional cuisine and culinary traditions of the tourist
destination. It was established that from the standpoint of organising tourist activities, gastronomic tourism includes
not only familiarisation with the local cuisines of the region but also original technologies for organising local food,
culinary processes and food traditions, local products, as well as the opportunity for tourists to take part in the
preparation of national dishes, visiting culinary festivals, various types of tastings and competitions. The originality
of the research results consists in deepening theoretical approaches to the study of gastronomic tourism - a new
area of cultural and educational tourism, which is relevant to combine with eco-tourism, tourism in protected
areas, rural green tourism. In particular, rural green tourism is rich in cultural, culinary, authentic traditions, and is
valuable for revival and development

Keywords: gastronomic tourism, culinary tour, gastronomic tour, regional cuisine, local product, authenticity,
environmental friendliness, event resources

The Problem Statement

The development of the tourism industry on a global scale
gives grounds to consider it as an important factor in the
recovery of the national economy of Ukraine in the post-
crisis period. The tourism sector has a considerable impact
on the development of small and medium-sized businesses,
affects the employment of the local population, and con-
tributes to the socio-economic development of the regi-
ons. Due to the tourism industry, the transport, municipal,
industrial, and information spheres are being improved.
Nowadays, one of the most promising areas related
to familiarisation with the production, technology of prepa-
ration, and tasting of national dishes and drinks is gastro-
nomic tourism. Gastronomic tourism is one of the types
of tourism to which a large number of works by both
Ukrainian and foreign scientists are devoted. Research in

Suggested Citation:

this area specialises in the study of the history, culture,
cooking technology and customs of consumption of dishes
and products of national, regional, and local importance.
From the standpoint of organising tourist activities,
this can include not only familiarisation with the culinary
process but also the opportunity for tourists to take part in
the preparation of national dishes, visiting culinary festivals,
various types of tastings and competitions. Considerable scien-
tific and practical interest of researchers of the tourism indus-
try has not yet found a single definition regarding the con-
cept of “gastronomic tourism” and its classifications. There
is no coordinated, concretised approach to understanding the
essence of the concept, and the works that cover the classifi-
cation characteristics of gastronomic tourism are segmental.
There are no categories of tourists who go on gastronomic tours.
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Analysis of Recent Research and Publications
The problems of the establishment and development of
gastronomic tourism are studied by the following scien-
tists: V.O. Omelnytska [1], D.I. Basiuk [2], H Sarkisian [3],
L.M. Hodia [4], from the standpoint of contextual devel-
opment and creation of tourist products of regional origin
based on national cuisine. Such researchers as T.G. Sokol,
H.P. Shchuka [5], V.V. Kornilova, N.V. Kornilova [6] explore
the thematic area of gastronomic tourism. The combination
of hospitality and tourism is carried out by V.K. Babaritska,
O.Yu. Malinovska [7], EE Shandor and M.P. Kliap [8].

Purpose of the Study

The purpose of the paper is to study the features of gastro-
nomic tourism as a means of activating the development
of the tourism sector. The paper defines that gastronomic
tourism is based on the features of regional cuisine and
culinary traditions of a tourist destination.

Research Results

Gastronomic tourism is a new phenomenon that is devel-
oping as a new tourist product, due, in particular, to the
fact that according to specialised literature, more than a
third of tourist expenses are spent on food. Therefore, the
cuisine of a tourist destination is one of the most import-
ant aspects that determines the quality of recreation [9].
The strategic goal of tourism development in Ukraine is to
create a product that is competitive on the world market,
can meet the tourist needs of the country’s population as
much as possible, to ensure the integrated development
of territories and their socio-economic interests based on
this while maintaining economic balance and historical and
cultural heritage. Ukrainian national cuisine is as much
a cultural heritage of the Ukrainian people, such as art,
language, or literature. Nowadays, it is widely popular and
well-known in the world. This is also confirmed by the fact
that Ukrainian national dishes and drinks are included in
the international restaurant business. Ukrainian cooking is
an invaluable achievement that Ukrainians should be proud
of and comprehensively popularise. One of the most effec-
tive methods of popularising authentic culinary traditions
should be gastronomic tourism.

During gastronomic tours, the tourist has the oppor-
tunity to: 1) visit restaurant establishments and other loca-
tions of national cuisine; 2) take part in gastronomic fes-
tivals; 3) visit the production of food and beverages; 4) get
acquainted with the history and recipe of dishes of national
cuisines, traditions of their consumption; 5) take part in the
process of preparing national dishes and drinks [10].

Tourists going on gastronomic tours are represented
by the following categories of the population:

« tourists who do not like regular tourism;

« tourists who want to diversify their diet through
interesting culinary offerings;

o gourmets (culinary tourists);

« tourists whose work is related to cooking and eating,
who use culinary tourism for training and professional skills
(chefs, sommeliers, restaurateurs, tasters, bloggers);

« representatives of travel companies interested in
organising their own gourmet trips [10].

Having analysed the offer of Ukrainian tourist ope-
rators, it is worth noting: firstly, gastronomic tourism in
Ukraine has not become widespread - professional gastro-
nomic tours are carried out by a limited number of compa-
nies; secondly, there is a disparity regarding the location of
gastronomic tours in Ukraine — most trips are organised
in the Lviv region and Transcarpathia, which is explained
by the original culture and specific culinary traditions of
these regions [2].

Gastronomic tours are divided into two types: rural
(so-called “green”) and urban. Their fundamental differ-
ence is that when going to the countryside, a tourist tends
to try an environmentally friendly product, without any
additives. For example, “green” tours offer picking wild
berries, vegetables and fruits, “hunting” truftles, or walking
along the wine roads. The city’s gastronomic tour may include
a visit to a confectionery factory, a sausage shop, and a restau-
rant that offers a delicious dish made in the shop. In addi-
tion, some tours introduce tourists not to different dishes
of the same area but one dish in different localities (Table. 1).
These are wine tours that offer vineyard walks, grape pick-
ing, wine tasting, or coffee tours. Gastronomic festivals are
held for tourists [11].

Table 1. Classification of gastronomic tourism

Classification trait Subtype of tours Characteristics of tourist activity
. Picking wild berries, vegetables, and fruits, looking for truffles or a walk
By location Rural .
) o along the wine roads
of the tourist destination — : - — "
Urban Visit restaurants with tasting of delicacies and specialties
Wine Visiting vineyards and excursions to wine-making farms with wine tasting
Beer Visiting breweries, both large and local, tastings
Cheese Visiting factories and cheese cellars, tastings
B ¢ il Chocolate Visiting chocolate factories, tastings
y type of a particular -~ - . -
product or drink Tea V!s!t!ng tea plantatlon.s, packaglng.factorlesA 4
Coffee Visiting coffee plantations, packaging factories, collecting
Agro Visiting agricultural complexes and farmlands
Fruit and berry Tasting fruits and vegetables that are typical for this area, country
Mixed A combination of several specialisations
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Table 1, Continued

Classification trait Subtype of tours Characteristics of tourist activity
Culturally-educational | Visiting various excursions
By the purpose Wellness Tastin.g tga coII_ectiops made from medicinal h.erbs; honey in
of the trip combination with apiotherapy, wine therapy, diet therapy
Gourmet Tasting food and drinks by gastronomic specialists (sommelier, taster)
By the orientation Holiday Attending and taking part in gastro holidays
of the trip Festival Attending and taking part in food festivals

Source: developed based on [11]

In gastronomic tourism, there are various areas that
have been formed to meet the wishes of the tourist. There
are classifications of gastronomic and culinary tours based
on several key criteria, such as the specific features of the
area, the purpose of the trip, or the desire to try a partic-
ular drink or dish. All these features should be considered
when creating a gastronomic tour, so that it best meets the
expectations of the target audience [12].

The main task in developing a gastronomic tour is
to combine cooking and a cultural and educational pro-
gramme in one tour. The advantage of gastronomic tour-
ism compared to other subtypes of educational travel is that
only gastronomic tourism involves, in addition to vision
and hearing, other human senses, in particular taste and
smell [13]. Tourists who come to Ukraine, admittedly, also
want to try traditional local dishes. Therefore, one of the
most important aspects of the development of tourist ser-
vices is the familiarisation of tourists with the specific fea-
tures of traditional food and the development of the service
sector in this area [1].

Assistance in organising gastronomic trips can become
a factor in supporting the tourism business, which ensures
an increase in the length of stay of tourists, an additional
business area for households, small food production [2].
This can be achieved due to:

« promotion of the development of objects of interest
for gourmet tourists and connoisseurs of Ukrainian gas-
tronomic culture, well-known food industry enterprises,
households;

« maintaining effective and initiating the creation of
new gastronomic tourism facilities: tasting rooms, muse-
ums of gastronomy, ethnic villages and towns, as well as
specialised attraction events and tourist and excursion
routes that will contribute to the creation of a competitive
local tourist product, increase the tourist attractiveness of
the region;

« development of tourist infrastructure of accommoda-
tion, food, entertainment establishments, as well as retail
and service enterprises;

« development of information and communication sys-
tems that will provide information to the tourist market
about the gastronomic microclaster and act as an important
marketing tool for generating tourist demand;

« directing the efforts of the government, business, and
local community to support food tourism facilities, the
development of gastronomic attractions and events that
would attract the attention of Ukrainian and international

tourists, as well as private and public partnership in pro-
moting a local tourist product, activating the marketing
communications system, using brand management tools
for territories and cities;

o development of thematic culinary tour programmes using
local raw materials, food and beverages, and iconic restau-
rant establishments that will emphasise the authenticity of
national traditions in cooking [14];

« expanding the geography and popularising thematic
culinary festivals, holidays, visiting international profes-
sional exhibitions and conferences, so that familiarisation
with national cuisine becomes the main element in the tourist’s
stay programme;

« study of the best international experience in the devel-
opment of gastronomic tourism in the wine and food indus-
try, restaurant industry, introduction of modern environ-
mentally friendly technologies for growing agricultural raw
materials and manufacturing products;

o popularisation of Ukraine on the world market as a
promising tourist destination [2].

Leading experts of the tourism industry highlight
the following current global trends in the development of
gastronomic tourism:

1. The gastronomic tourism market is growing. This is
one of the most dynamic segments of the tourism market.

2. “Gastronomic” tourists are tourists who take part
in new areas of cultural consumption. These are travellers
who learn the authenticity of the places they visit through
food. They are concerned about the origin of the products.
They recognise the value of gastronomy as a means of com-
munication, as a space for sharing experiences with other
people. Such tourists have higher expenses than average,
they are demanding, grateful, and avoid monotony.

3. The basis of gastronomic offers is the territory. The
terroir is the element that distinguishes it and is the source
of its local identity. It covers ecological and landscape val-
ues, history, culture, traditions, rural nature, sea, and the
place’s cuisine. In this regard, the transformation of the ter-
ritory into a culinary landscape is one of the problems of
tourist destinations.

4. The basis of gastronomic tourism is the product. It is
important to determine what resources need to be turned
into a tourist product, which will allow identifying this
area.

5. Durability. Gastronomic tourism can solve problems
of culture and the environment in a way that is compatible
with purely economic arguments. The idea is not to create
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new non-discriminatory pressure on the culinary heritage
but to use it rationally with sustainability in mind. This refers
not to “touristification” of gastronomy but about creating
new offers or increasing existing ones. It is not only about
creating a tourist product to attract visitors but rather about
attracting visitors to take part in their own cultural reality
of a particular destination, well explained and interpreted
through the cuisine, local products, and all the services and
activities that surround them.

6. Quality. Tourist destinations that want to promote
gastronomic tourism should work at different levels in the
field of quality: protection and recognition of local prod-
ucts, development of competitive offer, professionalism of
human resources, consumer protection, and proper reception
to increase the level of customer satisfaction.

7. Communication. Tourist destinations should formu-
late a reliable and authentic description of their offers in
the gastronomic tourism market. Now the experience of
a tourist trip is not limited only to the actual days of its imple-
mentation but begins much earlier, with its preparation (the
tourist collects information, compares it, buys it). This expe-
rience ends when the traveller evaluates and shares their
impressions through social networks. Famous chefs, mass
media, tourist guides, gastronomic blogs, and social networks
play a key role in the process of creating the gastronomic
image of a tourist destination.

8. Cooperation. It is necessary that all persons working
in a tourist destination (food producers, farmers, fishermen,
chefs, restaurateurs, hoteliers, representatives of the state
administration, etc.) take part in the creation of a tourist
product of gastronomic tourism [9].

The concept of “gastronomic tourism” reflects the com-
bination of knowledge about the culture, traditions, and his-
tory of the country through familiarisation with national
cuisine and cooking technology. Providing psychological,
aesthetic, taste, and research satisfaction. National cuisine
is closely interrelated with other aspects of life that reflect
the relationships of people in society, norms and behaviours
that are traditional for the nation [10]. The popularisation
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of this type of tourism is also growing due to the fact that
people in the everyday, fast pace of life do not have time
to enjoy the process of cooking and eating food, and in-
creasingly use fast food products.

Therefore, by its own definition, gastronomic tour-
ism is a trip, the purpose of which is to learn about the
cultural and culinary features of a region or country. And a
gastronomic tour as a service is more than a trip since it is
a well-thought-out route where tourists can get acquainted
with the production, technology of cooking, culinary tradi-
tions of local cuisine, taste dishes, drinks, and local products.

It is important to combine gastronomic tourism with
eco-tourism, tourism in protected areas, and rural green
tourism. After all, the latter have a large stock of cultural,
culinary, authentic traditions that should be revived. Gas-
tronomic tours will form a new vision of tourism in the
context of destination development. The study of traditional
cuisine will ensure social, cultural, commercial, technolo-
gical, and economic development. It is also important to cre-
ate new structural links in the management of the tourism
and restaurant business, the regulatory framework, and acti-
vate the research on the potential of regions for this type of
tourism [15].

Conclusions

Ukraine has a considerable potential for the broad develop-
ment of gastronomic tourism. The organisation of gastro-
nomic and culinary tours is a serious event related to the
study of the culture and customs of the Ukrainian people,
their past through national cuisine and food traditions. Today,
tourists are ready to travel to different parts of Ukraine to
taste original cuisine, attend master classes of local chefs,
and visit the production of local products. Tour operators
should plan and organise their trips in such a way that
when visiting historical centres with cultural and architec-
tural monuments, they should definitely visit restaurant
establishments and other locations where original local
cuisine can be tasted.
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FacTpoHOMIYHMI TYPU3M AIK 3aci6 akTuBi3aLii
TYPUCTUYHUX AeCTUHaLIN

MapuHa AHgpiiBHa Py6iwl, MupocnaBa BacunisHa Yopin,
Jliniga BonognmmpiBHa 3esieHCbKa

MykauyiBCcbkunii fep)xaBHUi yHiBepcuTet
89600, Byn. Y>xropoacbka, 26, M. MykayeBo, YKkpaiHa

AHoTaLif. AKTYa/bHICTb IOCTI/PKEHHSA TO/ATA€ Y BIUIMBI TaCTPOHOMIYHOTO TYPU3MYy Ha PO3BUTOK TYPUCTUYHOI
cdepn i Te, 1[0 TaCTPOHOMIYHMIT TYPU3M € 3acOO0M aKTMBIi3aLil TYpUCTUYHOI AecTaHaLil; TATPUMKI Hal[iOHATBHUX
BUPOOHMKIB 3 JOIOMOTOI0 iHTerpanil racTpOHOMIYHOTO TypUsMy y MiclieBi OAi€Bi pecypcu. 3 OILIY Ha BifiCYTHICTD
L[I/TICHOTO PO3yMiHHS IIOHATTSA TaCTPOHOMIYHOIO TypPU3MY, HE[IOCKOHA/TICTh HASBHUX PEKOMEH/ALIiN Ta BUCHOBKIB 3
IMTaHb 10r0 GOpMyBaHHs, BUHIKAE II0Tpeba y JOK/IaJHOMY aHaIi3i TeMu. MeToro CTaTTi € JOCIIKeHHsI 0COOMMBOCTel
racTPOHOMIYHOTO TYPU3MY, K 3ac00y aKTUBi3allil pO3BUTKY TYpUCTUYHOIL cepu. Y cTaTTi BUABIEHO, [0 B OCHOBI
racCTPOHOMIYHOIO TYpU3MY 3aK/IaficHO 0COOMMBOCTI perioHaabHOI KyXHi Ta KyIiHapHi Tpaguuii TypucTUIHOI
mecTuHanii. Busnaueno, mo 3 TOYKM 30py oprasisanii TypUCTUYHOIL Iis/IBHOCTI, TACTPOHOMIYHUIT TYPU3M MiCTUTD
y co6i He nuie O3HAIOM/IEHHS 3 MiCIIeBUMM KyXHSMU PeTiOHY, OpUriHaJIbHMMM TEXHOJIOTisIMM OpraHisarii
MICIIEBOTO XapYyBaHHsA, Ky/JTiHADHUMMU IIPOLIECAMM Ta TPAJULIAMYU Xap9yBaHHS, TOKaJIbHUMU IPOLYKTaMU, a TAKOX
MO>X/IMBICTIO TYpMUCTa B3STU YYacTb Y IPUTOTYBaHHI HalliOHA/JIbHMX CTPaB, BifjBimaHHI KymiHapHux decTusais,
pisHOTO BUJY ferycraiiil Ta KOHKypciB. HaykoBa HOBM3HA pe3yabTaTiB [JOCII/PKEHHs IOMATa€ y MOrMNOTeHH]
TEOPETUIHUX MiIXOMIB O JOC/I)KEHHSA raCTPOHOMIYHOTO TYPU3MY — HOBOTO HAIIPAMY KY/IbTYPHO-IIi3HaBaJIbHOTO
TYPU3MY, KU aKTYaIbHO 00’ €JHATI 3 eKO-TYPU3MOM, TYPU3MOM Ha IPYPOLOOXOPOHHUX TePUTOPIAX, CIIbCHKUM
3€/ICHUM TYpM3MOM. 30KpeMa, CUIbCbKIIL 3e/IeHMIT TYpU3M OaraTuii Ha Ky/IbTypHi, Ky/liHapHi, aBTeHTUYH] Tpaguujil,
i € HiHHMM I BiIPOIKEHHA i PO3BUTKY

Knto4oBsi cnosa: racTpOHOMIYHMIT TYpU3M, KY/liHApHUI TP, TACTPOHOMIUHUIA TYP, perioHanbHa KyXHs, TOKaIbHMIA
MPOAYKT, aBTEHTNYHICTD, €KOJIOTiYHICTD, IOMIi€Bi pecypcn
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Abstract. The successful functioning of the country’s economy is closely linked to optimal budget support. This
determines the effectiveness of the state’s economic policy and its impact on economic and financial stability, the
standard of living of the population, etc. This issue becomes particularly relevant in certain crisis periods, such as
the 2020 and the COVID-19 pandemic. The purpose of the paper is to study the state and trends of the impact of
COVID-19 on the economic situation in the world and determine the socio-economic losses that Ukraine will suffer
from the pandemic. The paper proves that reducing the financial capabilities of the state requires reformatting the
instruments of the state’s financial policy in favour of other, less expensive sources of incentives. It was determined
that the vast majority of countries in the world distinguish tax incentives as an influential stimulating factor of
economic development. The system of incentive measures to support businesses in such countries as Germany, Italy,
and the United States is analysed. The features and courses of incentive measures applied in Ukraine are determined.
It is concluded that in the context of the “coronavirus crisis”, Ukraine has resorted to the steps that all civilised
countries of the world are taking: it reduces planned budget revenues and increases expenditures aimed at countering
the pandemic. However, the system of proposed incentive measures is not enough to support business structures.
It was proved that the vast majority of measures are not economic but social. The scientific originality of the results
obtained is conditioned upon the need to apply instruments of more active tax and fiscal policy aimed at thoroughly
supporting business structures to reduce the negative impact of the global economic crisis. It was determined that
first of all, the most considerable factor should be the support for small businesses and the self-employed population
of Ukraine as the most vulnerable category of business structures in Ukraine. Further research will be aimed at
analysing the economic consequences of quarantine, economic losses after overcoming the coronavirus disease

Keywords: economic crisis, coronavirus, COVID-19, budget expenditures, stimulating tax instruments

The Problem Statement

The COVID-19 pandemic has become a new challenge in
the development of the global economy. The uniqueness of
the situation lies in the fact that the development of signs
of an economic and financial crisis is not caused by market
mechanisms or ineffective regulatory measures but is associ-
ated with a sharp decrease in the physical volume of economic
activity and, accordingly, the volume of budget revenues at
all levels of the country’s budget system. The successful func-
tioning of the country’s economy is closely linked to optimal
budget support. This determines the effectiveness of the state’s
economic policy and its impact on economic and financial
stability, the standard of living of the population, etc.

Suggested Citation:

Analysis of Recent Research and Publications

There is a discussion of the problem of coronavirus disease in
the mass media, where representatives of government agen-
cies, leading economic experts, sociologists and political sci-
entists, and other leading experts on this issue express their
views. In particular, these are A. Amelin, J. Lavrik, D.I. Monin [1],
D.V. Dolbneva [2], et al.

Purpose of the Study

The purpose of the paper is to study the state and trends
of the impact of COVID-19 on the economic situation in
the world and determine the socio-economic losses that
Ukraine will suffer from the pandemic.

Chernychko, T.V,, & Ihnatyshyn, M.V. (2020). Analysis of measures to support the economy in the context of the COVID-19
pandemic. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 67-72.
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Research Results

During 2020, the global economy suffers from problems
related to the COVID-19 pandemic. According to preliminary
forecasts of the International Monetary Fund, GDP in the
eurozone will fall by 7.5% this year, in the United States -
by 5.9%. Meanwhile, China’s GDP may grow by 1.2% [3].
The world economy will fall by 3% in 2020 - the most in the
last few decades. A 3% drop in the global economy means
that the world will produce about 2.7 trillion dollars fewer
goods and services than in 2019 [4].

For Ukraine, the IMF [5] predicts a drop of 7.7%
in 2020 and an increase of 3.6% in 2021. JP Morgan analysts
predict an economic downturn in Ukraine of 5.1% of GDP

in 2020 with inflation of 3.7%. In 2021, economic growth
may reach 6.3% with inflation of 6% [6]. The National Bank
of Ukraine expects GDP to fall by 5% this year and recover
by 4.3% next year. The current account deficit is projected
to reach 1.7% of GDP this year and 3.1% of GDP next year.
In the context of the global economic crisis aggravated
by the COVID-19 pandemic, the Government and Parliament
of Ukraine had no choice but to urgently change the budget
of Ukraine. Forced reduction of funding for some items and
redistribution of funds to others is a much better scenario than
if the main financial document of the country in this situ-
ation remained unchanged [7]. Table 1 shows the sample
indicators for which a considerable reduction was made.

Table 1. Sample indicators for which a considerable reduction was made [8]

Indicator

Monetary
measurement

Reduced Left Reduced Left

1 Subsidies, billion UAH 8.2 39.3 17 83
2 Regional Development Fund billion UAH/billion UAH 49 2.6 65 35
Subvention to support amalgamated territorial community
3 billion UAH/billion UAH 21 0 100 0
4 Energy Efficiency Fund billion UAH/billion UAH 1.6 0 100 0
5  Subvention for payment to teachers billion UAH/billion UAH 1.6 0 100 0
6  Subvention for payments to lowincome families billion UAH 1.3 60.0 2 98
7 Subventions for local elections billion UAH/billion UAH 1.2 1.0 55 45
8 Statistical monitoring billion UAH/million UAH 1.3 100.0 92.86 7.14
9 Subvention for the programme 10 500.0 66.67 33.33

“Capable school for better results” billion UAH/million UAH

As is evident from Figure 1, subventions have com-
pletely disappeared for important items of expenditure. In
particular, subventions for community development dis-
appeared from the budget, expenses for the protection of

teachers and the project “Capable school for better results”
were reduced, and expenses for the development of the
Energy Efficiency Fund disappeared. For other indicators,
there was also a considerable reduction [9].

Changes in the state budget of Ukraine 2020
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Figure 1. Changes in the state budget of Ukraine 2020
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Reducing the financial capabilities of the state requires
reformatting the instruments of the state’s financial policy
in favour of other, less expensive sources of incentives. Tax
incentives are identified as an influential incentive factor
for economic development, namely, non-application of fines
for a certain period, the absence of the need to justify delays
in payment and filing of declarations, etc. Tax audits are also
suspended, certain operations are exempt from VAT, and
enterprises in certain industries are temporarily exempt from
paying taxes.

A popular measure is the deferral of VAT and per-
sonal income tax or the payment of accrued tax liabilities
in instalments. Therewith, the payment is postponed not
only for a month or two but more often for six months or
even until the end of 2020. In particular, in Germany, the

Federal Government provides 50 billion euros to provide
non-bureaucratic emergency care for small businesses, the
self-employed, and freelancers: self-employed individuals and
companies with up to 5 employees receive up to 9.000 euros;
self-employed individuals and companies with up to 10 em-
ployees receive up to 15.000 euros. In addition, the Federal
government has created an Economic Stabilisation Fund, which
is aimed especially at large companies. The fund includes
100 billion euros for corporate actions; 400 billion euros
for guarantees; the fund can refinance KfW programmes
(German state bank), which have already been approved
for up to 100 billion euros. For this purpose, KtW provides
various credit programmes in unlimited scope. This eases
financial difficulties, especially for small and medium-
sized companies [10] (Table 2).

Table 2. Instruments and their types to support businesses and the unemployed in Germany

Amount,

Instrument billion euros Type
Short-term unemployment support Grant
Grants for freelancers and microenterprises Grant

Economic Stabilisation Fund

600

Guarantees and loans

Support for start-ups

Guarantees, loans, additional capitalisation

KfW instruments

450

Guarantees, loans, “instant” loans

Support and insurance of credit risks of exporters

Guarantees

Source: [10]

In Italy, the Ministry of Economy and Finance has
adopted a system of measures that provide initial support
for businesses: payment of taxes, tax withholding and tax
liabilities have been suspended for taxpayers and busi-
nesses living or operating in eleven municipalities affected
by coronavirus containment measures.

Measures will include:

o deferral of certain tax payments, including Value Added
Tax;

« suspension of mortgage payments for some employees,
including autonomous ones;

« state guarantees of bank financing and loans to firms
to increase liquidity in emergencies.

The measures also include a package of loan guar-
antees to avoid a credit crisis. The state guarantee fund for
small and medium-sized enterprises will be increased by
1 billion euros, and the state lender Cassa Depositi e Prestiti
will be allowed to guarantee at least 10 billion euros of loans

from the Treasury fund for 500 million euros [11]. A large
package of incentive measures was introduced in the United
States: tax deferral without interest or penalties for certain
people and businesses affected by the coronavirus crisis
(this allowed the economy to provide more than 200 billion
US dollars); tax benefits for employers who provide pay-
ments due to the provision of paid sick leave to workers; 1 bil-
lion dollars for emergency government subsidies for the
provision of unemployment insurance support [12].

The complex of stimulating measures in Ukraine is
less economically oriented and is more social than economic.
Thus, on March 18, 2020, the Law of Ukraine “On Amendments
to the Tax Code of Ukraine and Other Laws of Ukraine
Regarding Taxpayer Support for the Period of Implementation
of Measures Aimed at Preventing the Occurrence and Spread
of Coronavirus Disease (COVID-19)” came into force [13]. The
so-called “tax holidays” for individuals and legal entities have
been established (Table 3).

Table 3. Support for businesses during quarantine

Support for businesses
during quarantine

Terms of validity of support and some restrictions on their part

However, there are exceptions, the moratorium does not apply to documentary
unscheduled inspections of budget VAT refunds (this applies to legal entities).

A moratorium on
conducting documentary
and factual inspections
has been established for
the period from March 18
to May 31, 2020 [14]

Notably, desk audits are notincluded in the list of inspections for which a moratorium
is established. There is a certain logic in this since a desk audit is carried out
in the premises of the supervisory authority, based on the data specified in the
taxpayer’s tax returns (calculations), and data from the electronic Value-Added Tax
Administration system, as well as data from the Unified Register of excise invoices
and data from the electronic fuel sales administration system. However, due to

the fact that quarantine has been introduced, it is not clear how acts based on the
results of the audit will be sent and how taxpayers will receive them
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Table 3, Continued

Support for businesses

No. - . Terms of validity of support and some restrictions on their part
during quarantine
Deferral of tax I|ab|I|t|gs Positive changes are made regarding the postponement of payment until
for the annual declaration S o

October 1, 2020, for individual entrepreneurs of the amount of tax liability that

of property status and : - - !
. was submitted in the annual declaration of property status and income for 2019

income for 2019 [15]

Thus, for the period from March 1 to April 30, 2020, land fees (land tax and rent
for land plots of state and municipal ownership) are not charged or paid for
3 “Tax holidays” land plots that are owned or used, including on lease terms by individuals or

for land payments

legal entities, and are used by them in economic activities. In turn, an individual
entrepreneur can apply for recalculation of the specified taxes to the supervisory
authority

Exemption from accrual
4 and payment of single
social security tax

Temporarily, for the periods from March 1 to March 31 and from April 1 to April 30,
2020, the following persons are exempt from calculating and paying single social
security tax:

a) individual entrepreneurs, including those who have chosen the simplified tax
system;

b) persons engaged in independent professional activities;

c) members of a farm if they do not belong to persons who are subject to
insurance on other grounds.

Therewith, these persons can independently make a decision on the payment of
a single contribution for the specified periods in the amounts and in accordance
with the procedure established by law, and reflect this in the financial statements.
In addition, it should be remembered that sole proprietors of the first and second
groups (without employees) can save on taxes since they can go on vacation for
one calendar month

No fines or penalties
for the “tax holidays” period

For violations of tax legislation committed during the period from March 1 to May 31,
2020, penalties will not be applied, except for sanctions for the following:

- violation of requirements for long-term life insurance contracts or insurance
contracts within the framework of non-state pension provision, in particular,
insurance of an additional pension;

— alienation of property held as a tax lien without the consent of the supervisory
authority;

- violation of the rules of accounting, production and turnover of fuel or ethyl
alcohol in excise warehouses, which are applied on a general basis;

- violation of accrual, declaration and payment of VAT, excise tax, rent.

In addition, for the period from March 1 to March 31 and from April 1 to April 30,
2020, temporary penalties are not applied for the following violations:

- late payment (late transfer) of a single tax;

- incomplete payment or late payment of the single tax amount simultaneously
with the issuance of the payment amounts for which the single tax is accrued
(advance payments);

- late submission of single social security tax reports to the tax authorities,
including penalties for repeated failure to submit single social security tax reports
for the periods from March 1 to March 31 and from April 1 to April 30, 2020.
Also during the periods from March 1 to March 31 and from April 1 to April 30 2020

Source: [3]

Most countries of the world, as well as Ukraine,
were not ready for a global pandemic. State systems are too
difficult to implement the necessary changes quickly. The
pandemic has become a test for every country’s civil society.

Conclusions

In the context of the “coronavirus crisis’, Ukraine has resorted
to steps that all civilised countries of the world are taking:
it reduces planned budget revenues and increases expendi-
tures aimed at countering the pandemic. European coun-
tries were more ready than Ukraine to take all necessary

measures to get out of the current crisis and restore the
economy. Unprecedented amounts of government guaran-
tees are aimed at avoiding turning liquidity problems into
solvency problems. Supporting small and medium-sized
businesses through subsidies and tax and debt deferrals
will allow avoiding massive defaults and a deep recession.

It is very important today, first of all, to support small
businesses because they have a much smaller safety net or
no safety net at all. Further research will be aimed at analysing
the economic consequences of quarantine, economic losses
after overcoming the coronavirus disease.
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AHani3 3axopgiB 3 NiATPUMKN €KOHOMIKM
B ymoBax naHgemii COVID-19

TeraHa BonogumupisHa YepHuyko, Mapisi BacunisHa IrHaTuLImnH

MykauiBCbkuii fep)xaBHUi yHiBepcuTet
89600, Byn. Y>xropoacbkKa, 26, M. MykayeBo, YKkpaiHa

Axotauisi. YcninHe DyHKI[IOHYBaHHS €KOHOMIKY KpaiHM TiCHO IIOB’3aHE 3 ONTVMMA/IbHUM 3a0e3IeUeHHAM OIOIKeTy.
Bip 11b0ro 3a71e>XXUTh Ii€BiCTh €KOHOMIYHOI OJITUKM Aep>KaBM Ta 1i BIUIMB Ha eKOHOMIUHY i (piHaHCOBY cTaOiIbHICTD,
PiBeHb >KUTTS HaceleHHs Towo. OcobnMBOI aKTYaIbHOCTI JaHe MMTAHHSA HabyBae y eBHi KPM30Bi Hepiofy, IKUM
craB 2020 pix ta mangemia COVID-19. MeTow cTaTTi € AOCIii>)KeHHA cTaHy i TeHpaeHuinn BmmBy COVID-19
Ha €KOHOMIYHY CUTYaIlif0 y CBiTi i BU3HaY€HHA COLlia/IbHO-eKOHOMIYHMX BTpaT, AKX 3a3Ha€ YKpalHa Bifl MaHIeMil i€l
XBOpoOuU. Y cTaTTi 00IPyHTOBAHO, 110 3MEHIIEHH (piHAHCOBUX MOX/IMBOCTEN! [iep>KaBU OTpebye nepedopMaTyBaHH
iHcTpyMeHTiB (hiHaHCOBOI IOMIITHKM AepKaBy Ha KOPUCTD IHIIINX, MEHII 3aTPAaTHMX JKepell CTUMY/IIOBaHH:A. BusHaueHo,
IO B SIKOCTi BIVIMBOBOTO CTMMY/IIOIOYOTO YMHHIKA €KOHOMIYHOTO PO3BUTKY IIepeBakHa OiIbIIicTD KpaiH cBiTy
BUJIUIAIOTD MOfJATKOBE CTUMMY/MIOBaHHsA. IIpoaHasi3oBaHO CHCTeMY CTUMYITIOIYMX 3aXO/iB LIOKO MifTPUMKY OisHecy
B TaKMX KpaiHax, gk HimewunHa, Itanisa, CIITA. BusHadeHOo 0cOOMMBOCTI Ta CIIPAMOBAHICTD CTUMY/IIOIOYUX 3aXOHiB,
3aCTOCOBaHMX B YKpaiHi. 3po0JieHO BUCHOBOK, IO B yMOBaX «KOPOHAaKpM3M» YKpaiHa BHanacs HO KPOKIB, sKi
poO/ATh BCi LMBiNi30BaHi KpaiHy CBITY: BOHA 3MEHIIIY€ 3all/TAHOBaHI JOXOAM OOfKeTy i 30i/1bIIye BUAATKM, SKi
CHpsAMOBaHI Ha TPOTUJiI HaHgemil. IIpore cucreMy 3ampONOHOBAHMX CTUMYMIOKYNX 3aXOfiB HEJOCTATHbO I
nigrTpuMky 6isHec cTpykryp. O6IpyHTOBAHO, 110 IIepeBa)kHa OUIBIIICTD 3aX0/iB HOCUTD He eKOHOMIYHY, a COLiiaIbHy
crpsiMoBaHicTb. HaykoBa HOBM3HA OTPUMAaHVX Pe3y/IbTaTiB NOJIATA€ y BU3HAYCHHI HEOOXIHOCTI 3aCTOCYyBaHHS
iHCTPYMEHTIB Oi/IbIII aKTVBHOI IIOJATKOBOI Ta OIO/PKETHOI IIOJITUKY, CIPSIMOBAHOI Ha IPYHTOBHY MiTPUMKY 6i3Hec
CTPYKTYP, 3 METOI0 3MEHIIEHHA HETaTMBHOTO BIIMBY CBiTOBOI €EKOHOMIYHOI Kpusn. BusHaueno, mo Hacammepep
BaroMolo IIOBMHHA OyTH MiATPUMKa MaJIoro 0isHecy Ta caMo 3alfHATOrO HacelleHHs YKpaiHu, K HailOUIbI Bpas3mmuBol
KaTeropii 6i3Hec cTpykTyp YKpainu. IToganbiui focmipkeHHs 6yAyTh CIPsIMOBaHI Ha aHaIi3 eKOHOMIYHIX HACTiKIB
KapaHTUHY, BTPAaT eKOHOMIKM IIiC/Is TIO/{0TaHHS KOPOHaBipyCHOI XBOpoOu

KnioyoBi cnosa: ekoHOMiYHa Kpu3a, kopoHasipyc, COVID-19, GrofpKeTHI BUTATKM, CTYMY/IIOI0Yi IIOJaTKOB1 iHCTpyMeHTI
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Abstract. The relevance of the study lies in the necessary development of the tourism market of Ukraine. The
purpose of the paper is to analyse the state and trends in the development of the tourism market of Ukraine,
to identify the place of tour operators in ensuring its functioning. The paper examines the current state of
development of the tourism market of Ukraine; analyses the main performance indicators of tourist enterprises;
identifies the leaders of the tourism industry in Ukraine; attempts are made to predict the functioning of the
tourism market of Ukraine in the near future, considering the challenges of modernity. The activities of tour
operators that are engaged in the development and promotion of tourist routes, destinations, and types of tourism,
and therefore have a serious impact on the functioning of the tourism industry have been announced. The paper
analyses the performance indicators of tour operators in the Ukrainian market and identifies the most powerful
of them. The most visited countries by Ukrainians are established. It was stated that tour operators specialise in
organising holidays abroad, therefore, there is reason to predict that in the future, the financial capital of Ukrainians
will continue to work for the economy of other countries, and Ukrainian tourism will wait for better times. It was
recommended that in order to increase the attractiveness of recreation in Ukraine, serious well-coordinated work
of state authorities, tourist enterprises, business structures, and public activists is necessary. It is noted that due to
the coronavirus pandemic and the economic crisis, it is too early to make any forecasts. Therewith, there are reasons
to predict an increase in demand for recreation of Ukrainians within the state this year since foreign countries,
especially those most affected by the COVID-2019 epidemic, will not be ready to open their borders to tourists.
The rapid development of the tourism market of Ukraine is determined. The study of aspects of the tourism industry
development in Ukraine will undoubtedly remain relevant in terms of developing practical recommendations for
optimising its functioning

Keywords: tourism, tourism market, tourist enterprises, tour operators, travel agents

The Problem Statement

In the context of the intensification of globalisation pro-
cesses, tourism is becoming one of the leading branches
of national economies in many countries of the world. At
the end of 2017, the share of tourism in global GDP (gross
domestic produc) was 10.4% (8.3 trillion USD). In the
Maldives, which is the most tourism-dependent region in
the world, this share is 39.6%. There is a considerable con-
tribution of tourism to the GDP of Malta (15.0%), Croatia
(15.0%), Thailand (9.3%), Iceland (9.2%), while in Germany
tourism adds 4.5% to GDP, Great Britain - 3.7%, the United
States — 2.6% [1].

Suggested Citation:

In Ukraine, despite the enormous tourist and rec-
reational potential and rapid development of tourism, the
industry continues to be insufficiently competitive, and its
direct contribution to GDP is 1.54% [1]. Due to the lack of
human resourcing for the industry, the high cost of hotel
services, non-compliance of the service with international
standards, the neglect of historical and cultural heritage
monuments, problems of an economic, social, and political
nature, Ukraine conventionally acts as a “donor” of tour-
ists, and the tourist balance remains negative. The vast majo-
rity of Ukrainians choose a vacation abroad, and tourist

Chorna, N.M. (2020). Tourism market of Ukraine: The state and trends of functioning through the activities of tourist
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enterprises help them to organise it. A well-built market-
ing and pricing policy, the offer, the range of which is con-
stantly updated and adapts to consumer demand, has led
to the fact that such companies as “Join up”, “ANEX Tour”,
“TEZ Tour”, “TUI Ukraine’, “Coral Travel” are known even
to those who have never been abroad, not to mention those
who can be called “experienced tourists” [1].

Analysis of Recent Research and Publications

Considering the importance of the tourism sector for the
Ukrainian economy and therewith the presence of numer-
ous serious problems that complicate its development, cause
low competitiveness despite the enormous tourist and
recreational potential, aspects of the problem have been
studied by many Ukrainian scientists: O.O. Liubitseva [1],
V.E Kifyak [2], M.P. Malska [3], L.A. Bondarenko [4], T.H. Sokol [5],
S.V. Kovalchuk, V.V. Mykolyshyna [6]. Therewith, despite
a considerable number of publications on the issues under
consideration, some theoretical and practical aspects of
tourism development in Ukraine require further deepening.

Purpose of the Study

The purpose of this paper is to analyse the state and trends
in the development of the tourism market of Ukraine, to
identify the place of tour operators in ensuring its func-
tioning. To achieve this purpose, the research objectives
are established: to study the current state of tourism market
development of Ukraine; to analyse the main performance
indicators of tourist enterprises; to establish the leaders of
the tourism industry of Ukraine; to make an attempt to
predict the functioning of the tourism market of Ukraine
in the near future considering the challenges of modernity.

Research Results

Like other areas of business activity, the tourism market is
represented by entities whose activities are aimed at pro-
viding consumers with a wide range of services and is char-
acterised by acute competition. The main participants in the
tourism industry are tour operators and travel agents, who
differ in the range of professional areas, functional diversity,
and appropriate systematisation of responsibilities and types
of work performed. Unlike travel agents, who are limited to
the implementation of intermediary activities for the sale of
a tourist product, characteristic and related tourist services,
tour operators, in accordance with Article 5 of the Law of
Ukraine “On Tourism” [7], are engaged in the creation of
a tourist product and it is on them that the overall pic-
ture of the development and promotion of tourist routes,
directions, and types of tourism depends. Tour operators
have a serious impact on the tourism market by creating
a tourism product, forming and distributing standards of
tourism service.

In general terms, a tourist product is any service
(according to Ukrainian legislation, a set of at least 2 ser-
vices) that serves to meet the basic needs of tourists [7].

The main tourist product is tour — a comprehensive service
that includes a basic list of services. The developmant of
a tourist product, as one of the main functions of a tour ope-
rator, involves the conclusion of a considerable number of
contractual and partnership agreements with third parties:
accommodation establishments, catering establishments,
transport carriers, establishments that provide active recre-
ation, leisure, and recreation activities, etc. In addition to
developing tours, tour operators are also engaged in their
information support, promotion - directly to the consumer
or through cooperation with travel agents, organisation of
tourist services throughout the trip, etc. [8].

The accelerated development of the tourism market
has led to increased competition between tourist enter-
prises, affected their activities, market positions, methods
of fighting for consumers. In the case of tour operators,
their competitiveness considerably depends on the ability
to form, promote, and sell a tourist product, the validity of
the price offer, availability in customer service, ensuring an
equally high level of quality and safety of all tourist goods
and services [9].

Each of the tour operators is a specialist in creating
a particular tourist product, forming routes in a particular
direction, is recognisable on the market and thus has a pro-
file formed. The profile feature of a tour operator is the dom-
inant types of recreation, tourist routes, and geographical
directions, the sales volume of which the tour operator has
the maximum and provides them with the main profit, and
is also an evidence of the professionalism and special skill
of the staft, due to which tourists determine the tour oper-
ator as the best among those operating within a particular
region and turn to them repeatedly. The profile of a tour
operator, as is known, is created due to a number of prin-
ciples, including a well-formed marketing strategy, a well-
thought-out pricing policy and accessibility for consumers,
competitiveness, the ability to predict the actions of com-
petitors in the tourism market, and the subordination of
activities to the influence of environmental factors [10].

Given the growing competition, operating in the
tourism market requires tour operators to have outstand-
ing professional skills, high qualifications, and up-to-date
knowledge. The success of tour operators, also consider-
ably depends on how decisive and motivated their steps in
the market are, how much the policy implemented corre-
sponds to the current market situation, how popular the
offer they have formed is among tourists, etc.

According to official statistics, in the Ukrainian tour-
ism market during 2014-2018 (Fig. 1) there was a rather
ambiguous situation: the number of tour operators ranged
from 667 in 2014 to 529 in 2018, reaching the minimum value
in 2017 - then the needs of tourists were met by 498 tour
operators, and in 2018 their number increased by 31 (6.3%).
The number of travel agents (legal entities and individu-
als) was constantly growing - from 2547 in 2015 to 3565
in 2018 (an increase of just under 40%) [11].
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Figure 1. Dynamics of the number of tourist enterprises in Ukraine during 2014-2018

Source: built by the author based on [11]; since 2014, information on the temporarily occupied territory of the
Autonomous Republic of Crimea, Sevastopol, temporarily occupied territories of Donetsk and Luhansk regions

has not been taken into account

The monitoring of the dynamics of the number of
tourists served by tourist enterprises of Ukraine (Fig. 2)
showed the leading positions of tour operators, which is quite
justified since they are manufacturers of tourist products
and act as reliable guarantors for the sale of services. During
2014-2018, tour operators reached the highest level in terms
of the number of tourists served in 2018, organising hol-
idays for 2351338 people. In general, in 2018, the subjects

of the tourism market of Ukraine (tour operators and travel
agents) served a record number of tourists — 4557447 people.
Therewith, the share of tour operators was 51.6% (2351338
people), the share of travel agents — legal entities — 35.2%
(1606285 people), travel agents - individuals - 13.2%
(599824 people). Compared to 2017, the total increase was
62.4% (1751021 people) [11].

2500000 - 2351338
1956060
200000 - 1767801
1644391 1606285
1500000 1 1151125
100000 -
572566 663702 482333 447997 509824
402439
50000 1 208132 204749 298340
0 T T T T T
2014 2015 2016 2017 2018

m Tour operators

mTravel agents — legal entities

wmTravel agents - individuals

Figure 2. Dynamics of the number of tourists served by tour operators and travel agents of Ukraine during 2014-2018

Source: built by the author based on [11]; since 2014, information on the temporarily occupied territory of the Autonomous
Republic of Crimea, Sevastopol, temporarily occupied territories of Donetsk and Luhansk regions has not been taken into

account

This situation became possible due to the increase
in the purchasing power of citizens, as well as the ongo-
ing development of a “culture of recreation’, the growing
availability of recreation abroad, namely, it owns the “lions

share” in the structure of recreation of Ukrainians by
geographical principle [11]. In general, the analysis of
the income of tourist enterprises showed a positive trend
(Fig. 3).
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Figure 3. Dynamics of revenues of tourist enterprises of Ukraine in 2014-2018, min UAH

Source: built by the author based on [11]; since 2014, information on the temporarily occupied territory of the
Autonomous Republic of Crimea, Sevastopol, temporarily occupied territories of Donetsk and Luhansk regions

has not been taken into account

Thus, during 2014-2018, the revenues of tour oper-
ators grew rapidly — from 4233.7 million UAH in 2015 to
2 0307.5 million UAH in 2018, while the largest increase
in revenues was in 2016: compared to the previous year, it
amounted to 6749.4 million UAH (159.4%). The positive
dynamics of income growth of travel agents - individuals
was constant: from 210.9 million UAH in 2015 to 501.1 mil-
lion UAH in 2018. As for travel agents - legal entities,
in 2016, compared to the previous period, their income dec-
reased but in 2017 there was a positive trend, which con-
tinued the following year. Thus, in 2017, the income of tra-
vel agents - legal entities increased by 33.8 million UAH,
in 2018 - by 4.1 million UAH. Thus, tour operators remai-
ned the main “player” in the tourism market, their revenues
grew most rapidly and they accounted for the “lion’s share”
of them: as of 2018, the revenues of tour operators amounted
to 94.3% of the total revenues of the tourism market of
Ukraine [11].

According to the Ministry of Economic Development
and Trade of Ukraine (as of now — the Ministry of Economic
Development, Trade and Agriculture of Ukraine), as of Janu-
ary 1.2019, 2737 licensed tour operators worked in Ukraine [12].
According to the 2019 rating compiled by specialists of the
online publication [13], the top three companies (in
terms of the number of tourists served) included “Join up”
(1015475 people), “ANEX Tour” (821730 people), and
“TUI Ukraine” (450000 people) [13]. Compared to 2018, there
was a kind of rotation in the top three - “TPG”, which was
previously the third, lost ground in 2019, and dropped one
step lower, while “TUT Ukraine”, which was previously the
fifth, considerably strengthened its presence in the tourism
market. In addition to these three operators, the top ten

leaders of the tourism market also included “TEZ Tour”,
“Coral Travel’, “PEGAS Touristik’, “Accord-tour”, “Com-
pass’, and “ALf” Notably, not all tour operators submit
reports on the results of their activities to the Ministry of
Economic Development, Trade and Agriculture of Ukraine
(for example, in 2018, only 537 (19.6%) companies submit-
ted information), and the Office for National Statistics of
Ukraine does not have such reports. Therefore, the rating
of tour operators formed by the online publication [13],
although it has already managed to become conventional,
remains somewhat hypothetical.

It is worth paying attention to the rating of tour
operators compiled by the Association of Travel Agencies
of Ukraine. Considering such criteria as compliance with
the declared charter programme, flight postponements and
delays, frequency of non-visits to booked hotels, assess-
ment of the work of guides, etc., according to the results of
2018-2019, “TEZ Tour”, “PEGAS Touristik”, “TUI Ukraine”,
“Coral Travel”, “Compass” were among the five most reli-
able tour operators. Therewith, the market leader “Join up”
was left far behind due to repeated flight delays [14].

As for the most visited countries by Ukrainians, in
2018-2019, Egypt was the first, the second place was taken
by Turkey. However, the demand for holidays in Turkish
resorts in 2019 increased more than twice (from 13.0
to 26.07%), while the popularity among Ukrainians of holi-
days in Egypt considerably decreased (from 71.0 to 48.28%)
(Table 1-2). The fact that Turkey occupies only the second
position is explained by the seasonality of holidays, while
Ukrainian tourists fly to Egypt for holidays throughout the
year. According to the data, the UAE also remained in the
“top three” (3.59% of travels in 2019) [14].
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Table 1. Travels of Ukrainian tourists by country in 2018, %

Country % Country %
1 Egypt 71.0 6 Spain 1.8
2 Turkey 13.0 7 Italy 1.7
3 UAE 3.0 8 Greece 1.5
4 Sri Lanka 2.5 9 Bulgaria 1.1
5 Thailand 2.3 10 Cyprus 1.1

Table 2. Travels of Ukrainian tourists by country in 2019, %

Country % Country %
1 Egypt 48.28 6 Greece 2.25
2 Turkey 26.07 7 Tunisia 1.84
3 UAE 3.59 8 Spain 1.24
4 China 3.15 9 Montenegro 1.16
5 Cyprus 2.35 10 Sri Lanka 1.14

Source: [11]

“Discovery of the year” was China: it was visited
by 3.15% of Ukrainian tourists [15].

In 2019, the leaders in the direction of Egypt were
“Join up’, “ANEX Tour”, and “TEZ Tour” - they accounted
for 76.1% of tourist travels [16]. The “top three” in the direc-
tion of Turkey was formed by “ANEX Tour”, “TUI Ukraine’,
“TEZ Tour”, with a total share of 61.4% (according to the
results of the summer season), while such a market leader
as “Join up” took the fourth place (11.4%) [17].

Notably, tour operators that are in demand in
Ukraine specialise in organising holidays abroad, while
Ukrainian tourism, which requires special promotion and
support for development, remains out of their attention.
If the current situation persists, the leaders of the tourism
industry will increase their presence in the Ukrainian mar-
ket in the future, and more Ukrainians will go on vacations
abroad. Consequently, the money of Ukrainian citizens will
work for the economy of other countries and Ukrainian
tourism will continue to wait for better times.

As for the recreation in 2020, the previous forecasts
have lost their relevance due to the coronavirus pandemic
and the economic crisis, the true scale of which is difficult
to evaluate today [18]. However, there is no doubt that the
number of tourists will significantly decrease and the tour-
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TypUCTUYHUI PUHOK YKpalHKU: CTaH Ta TeHAeHLiTl QYHKLiOHYBaHHS
Kpi3b NPpU3My AiSANbHOCTI TYPUCTUYHUX NiJNPUEMCTB
Hartanis MukonaiBHa YopHa

BiHHMLbKW TOProBesIbHO-eKOHOMIYHUN IHCTUTYT KHTEY
21050, Byn. CobopHa, 87, M. BiHHMLS, YkpaiHa

AHoTaLlifl. AKTYa/IbHICTD JOCIiPKEHH HOJIATae B HeOOXiAHIN aKTUBi3alil pO3BUTKY TYPUCTUYHOTO PUHKY YKpaiHML.
Meroro CTaTTi € aHa/Ii3 CTaHY Ta TeHJEHLIl PO3BUTKY TYPUCTUYHOIO PUHKY YKpaiHu, 3’ ICYBaHH MiCIIsI TYPUCTUYHUX
oneparopiB y 3abesIedeHHi 110ro GyHKIIOHyBaHH:A. Y CTATTi Y10 JOCILIKEHO CY9aCHUIT CTaH POSBUTKY TYPUCTUYHOTO
pUHKY YKpaiHu; mpoaHaai3s0BaHO OCHOBHI MMOKa3HUKY Jis/IBHOCTI TYPUCTUYHMX HIJIPUEMCTB; 3 sICOBAHO TiepiB
TYPUCTUYHOI ranysi Ykpainu; 3po6eHo cripo6y mporHo3y QyHKIiOHYBaHHs TYPUCTUYHOTO PUHKY YKpaiHM Ha
HalO/DKIy NEePCIeKTHUBY, 3 ypaxyBaHHIM BUK/IMKIB cborofieHHs1. [TpoHanisoBaHO [is/IbHICTD TYPUCTUYIHUX OLIEPATOPIB,
AKi 3a/iMaloTbcs GOPMYBAaHHSAM Ta IPOCYBAHHAM TYPUCTUYHMX MapIIPYTiB, HANPSAMIB i BUAIB TYypU3MYy, a TOMY
3iIICHIOIOTH CepIIO3HMII BIUIVB Ha (PYHKI[IOHYBaHHS TYpUCTUYHOI ranysi. [IpoananisoBaHO IIOKa3HUKY [is/IbBHOCTI
TYPUCTUYHUX ONlepaTOpiB Ha PUHKY YKpaiHM, BMOKPEM/ICHO HailOIIbII NOTY)KHUX 13 HuX. Big3HaueHO HaiibimbuI
BifBiflyBaHi ykpaiHisamu kpainu. KoHcTaToBaHO, 110 TYpUCTUYHI ONepaTopy CHELiaisyloTbCA Ha OpraHisanii
Bi[JIIOUMHKY 3a KOPJJOHOM, BilTaK, € IicTaBM IPOrHO3yBaTH, L0 y MepCIeKTuBi (GpiHaHCOBMII KamiTaa yKpalHIiB
HaJaJli palloBaTUMyTh Ha eKOHOMIKY IHIINX JiepyKaB, a YKPaiHChbKUIT TypyU3M YeKaTuMe KpallyX 4acis. 3po6ieHo
PeKOMeHaLio, 110 /IS HiBUILEeHHs MPUBabIMBOCTI BIAMOYMHKY B YKpaiHi, HEOOXITHOIO € Cepilo3Ha 3/1arofKeHa
poboTa opraHis Hep>kaBHOI BIafU, TYPUCTUYHNUX HiIIPUEMCTB, 0i3HECOBUX CTPYKTYP Ta IPOMAJICbKIX aKTUBICTIB.
3a3Ha4eHo, 1[0 Y 3B’A3KY 3 IIaH/IeMi€l0 KOPOHABIPYCY Ta eKOHOMIYHOI0 KPU30I0 OYIb-sKi IPOTrHO3M POOUTI 3apaHO.
BopHouvac, HasABHMM € IifICTaBM IPOTHO3YBATY y IOTOYHOMY POLii 301/IbIIeHH IIONUTY Ha BiJIIOYNHOK yKpaiHIIiB
BCepe/VHI ep>KaBy, ajKe 3apyODKHI KpaiHu, 0coOMMBO Ti, 1110 Haitbinble moctpaxaanu Bif enigemii COVID-2019,
He IOCIINIATUMYTh BifIKDUBATU CBOI KOPJOHN JIS TYPUCTiB. Br3Ha4eHO CTPIMKMIZ POSBUTOK TYPUCTUYHOTO PUHKY
Ykpainu. JJoCTiKeHHs acClleKTiB PO3BUTKY TYPUCTUYHOI ranysi Ykpainu, 6e3lepeyuHo, 3aMIIaTHMeTbCs Ha Jaci
B aCIIeKTi po3poOKM MPaKTUYHUX PEKOMEH/IALIIN 0f0 oNTuMi3ail if GyHKIioOHyBaHHSA

Kntoyosi cnoBa: TypusM, TYpUCTUYHUI PUHOK, TYPUCTUYHI MiIIPMEMCTBA, TYPUCTUYHI ONE€paTOpY, TYPUCTUYHI
areHTn
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Abstract. One of the most important indicators for evaluating the innovation activity of enterprises is the economic
effect of introducing advanced technology into production. Each type of production has its own characteristics,
which are manifested not only in the organisation of the technological process but also in calculations related to
the establishment of economic indicators of the feasibility of using new technologies. Evidently, casting and special
casting technologies, such as the use of thermite foundry applications of the high-temperature gradient to save the
alloy poured into the mould, influence the algorithm for determining the economic effect. This is caused primarily
not only by the establishment of direct costs when transforming the standard technological process, namely, the cost
of the metal-thermal mixture, changing the mould, ferroalloys, the use of light-separating foundry additives plates,
but also by the possibility to re-use remnants of the foundry application, gate, sprue base, etc. elements for remelting.
The purpose of the study is to establish the specific features of calculating the economic effect of the introduction of
advanced technologies in production, such as technologies associated with the reduction of foundry applications.
Statistical methods, namely the quantitative analysis, comparison, and grouping methods were used to conduct
research and process the results. Comparison of economic indicators with the actual quantitative characteristics
of industrial technology through Integrated evaluation allowed analysing the results and drawing conclusions for the
study. The main results of the study are determined by the proposed methodology for determining the economic
effect, which, unlike the existing one, considers renewable resources and the possibility of obtaining an environmental
effect. This allows using the renewable resources obtained from industrial waste in a reasonable and rational way and
contributing to environmental protection. The areas of further research are primarily related to the identification
and evaluation of technical and economic indicators of casting-related technologies, namely the production of
ferroalloys, foundry production, non-ferrous metallurgy technologies, etc. In the future, this will allow establishing
conditions for the most effective use of innovative technologies and obtaining the maximum economic effect from
their introduction

Keywords: economic effect, advanced technology, environmental effect, renewable resources, direct costs, production
organisation, technical and economic indicators

The Problem Statement and practical projects implemented by modern technolo-

The transition of the Ukrainian economy to a new stage of  gical programmes. The fundamental increase in the value of
technological advance requires an active position in terms  innovations is also caused by changes in the global market.
of innovation and a fundamentally new approach to inno- The elements of any research are technical and eco-
vation. Innovation becomes the main factor in theoretical — nomic calculations and the development of an optimal plan
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for its implementation, thus, before the introduction of new
technological processes, it is necessary to set a task to eval-
uate all aspects of the technical efficiency of the new tech-
nology, to establish the economic effect (if possible), or to
calculate the expected economic effect of the new technol-
ogy, to evaluate the environmental, social, or other related
effects, and to compile a plan for the implementation of
research, which is based on network planning and manage-
ment methods or methods of economic and mathematical
optimisation.

The first stage of research is the development of a
technical and economic solution to the problem. Such a tech-
nical and economic problem at the Dnipro mill roll plant was
determining the efficiency of introducing the technology in
the casting for large export mill rolls, namely, the possibility
of using the technology of thermite foundry applications of
the high-temperature gradient.

Analysis of Recent Research and Publications

The most common methods for establishing the expected
economic effect are methods for evaluating the effect of pur-
chasing a new product by the consumer; rational use of
material, labour and financial resources; economic incen-
tives for the production of competitive products; economic
efficiency of management and marketing techniques; eco-
nomic efliciency of costs for creating and implementing
information, logistics and other technologies for account-
ing, control, and audit [1-5]. Studies for which not only the
forms are established, but also the place of their application
are of particular importance [6-11].

The introduction of new technologies in ferrous,
non-ferrous, special metallurgy, related industries (casting,
ferroalloy production, etc. [10]) and the determination of
the expected economic effect have a number of features
that have not yet been thoroughly studied.

Purpose of the Study

The above posed a problem for the authors to solve which
it is necessary to establish a method for determining the
economic effect of the introduction of casting technology
for large castings using thermite foundry applications of the
high-temperature gradient.

Research Results

The authors previously performed work that confirmed
the possibility of using the technology of termite foundry
applications based on experimental melts for rolls weighing
5.46 and 6.67 tonnes. Experimental rolls of 580x1800 mm of
export design were filled with liquid cast iron CIIXH-42
by the siphon method. Three exothermic bags weighing 5 kg
each were placed on the surface of the melt in the area of
the foundry application. The batch filling of the exothermic
charge, in addition to increasing the duration of the charge
burning, reduced the heat loss of the thermite metal. In the
composition of the charge, fluorspar CaF2 was additionally
introduced, which reduced the ignition temperature of the
mixture and increased the fluidity of aluminous slag [10].

Exothermic charge, which consisted of 80% thermite mix-
ture, 5.5% carbon (in the form of II1 black graphite), 11% of
JKKMK-1 ligature (contains 5% Mg) with granules of 3-6 mm,
3.5% of ferrosilicon (FS75), synthesised a highly superheated
melt of similar composition, poured into the mould. The
weight of the charge was calculated using special methods [10]
and it ranged from 20.5 to 27.6 kg. Loading of packages with
metal-thermal charge on the melt surface was performed
sequentially three times with an interval of 1.5 minutes.

The analysis of the studied rolls conducted by the
authors showed the sufficiency of heating the foundry appli-
cation with a directed heat dissipation and feeding with liq-
uid thermite alloy casting. No bleach was detected in the
microstructure of the surface of the cast iron roll. In all the
experimental melts described above, the foundry applica-
tion was not refilled with cast iron by 1/3. Metal savings
on foundry additives amounted to ~ 33%. An incision of
the foundry application showed that the shrinkage sink
penetrated only 1/2 of its height. Further mechanical treat-
ment did not detect shrinkage defects for the roll necks.
Chemical analysis showed the chemical composition of the
casting defect of the roll body and application within the
technical tolerance. This offers considerable prospects for
saving metal when casting heavy shafts. During the indus-
trial tests, the method of calculating the amount of charge
introduced into the roll casting application was developed.
This allowed creating the basis for the technology of risering
cast iron rolls using a metal-thermal charge.

Development of a method for calculating the charge
for risering cast iron castings

The main technological parameter of termite foundry appli-
cations is the mass of the metal-thermal charge in the insu-
lation for risering. Since termite applications are used instead
of conventional ones, their calculation is based on mass data
from conventional applications. The method for calcula-
ting termite applications is given in [10]. However, this tech-
nique does not allow considering the specific features of
the casting technology of mill rolls, which consists in the
fact that the application is formed in several technological
techniques. They consist of filling an additional part of
the mould with liquid melt and then periodically adding
metal to the mould application during the casting harden-
ing process. These technological methods of forming the
application lead to the fact that the hardening time of the
casting increases in comparison with the hardening time of
the application of the same mass formed in one step when
pouring the form. To use the mass of a conventional appli-
cation, which is set through its linear dimensions according
to the roll casting drawing and the alloy density as the base
for calculating the amount of metal-thermal charge, the
effective application mass was introduced - m_. m_is the
mass of an application formed in one step. Furthermore,
the hardening time of m,, is introduced, which is equal
to the hardening time of the application with mass m_,,
formed in several steps (1).

m=cm_, (1
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where ¢ - coefficient that depends on the amount, value,
and time of refilling.

The casting time of the roll casting mould does not
exceed several minutes, and the temperature of the cast
alloy is 1250-1300°C, which slightly exceeds the tempera-
ture of the beginning of the crystallisation of roll cast iron.
These circumstances allow not considering the time of filling
and the time of removing the heat of superheat. Thus, the
effective mass depending on the cooling time of the app-
lication in a sand-clay mould formed in one step to the
temperature within the crystallisation temperature range
can be found from the dependence (2):

an=137(1+ﬁ£%)pD3 )

According to the existing technology of manufactur-
ing mill rolls, part of the application (on average, 25% of
the application in length) falls on the length required for
clamping the roll during its processing on roller machines
and on casting defects on the surface of the application.

Thus, the application of mill roll casting can be redu-
ced by an average of 75% by weight, provided that it is
compensated by a metal-thermal charge. To ensure a mar-
gin of reliability, it is recommended, according to the results
of experiments, to reduce the usual application by 70% by
weight. It has been shown that 1 kg of metal-thermal charge
is equivalent in its thermal effect to 20 kg of a liquid alloy.
Then the amount of metal-thermal charge m_ required to
replace 70% of the mass of a conventional roll application
with a termite application (3):

m=0.04 m,, (3)

The ratio (3) was found for the case when the metal-
thermal charge was introduced into the mould in one batch.
From relation (2), it can be concluded that the introduction
of the charge in particles with a certain interval between
layings increases the hardening time at the same charge
mass or reduces the total mass of the metal-thermal charge
if the same application hardening time is maintained. It has
been experimentally established that the introduction of
a charge in 2-4 batches reduces the weight of the charge
by 10-20%. The interval between layings is determined by
the time a crust forms on the application’s surface. The mass
of the charge is determined by the formula (4):

m =0.04 c'mef (4)

where ¢’ depends on the charge tab conditions.

The coeflicient value ¢” depends on the number of
layings (from 1 to 4) and is in the range (3.2-4.0)*10%

The ratios (3) and (4) were used to calculate the
amount of metal-thermal charge required to reduce the
weight of the roll application by 75% [12].

For applications up to @300 mm, the number of re-
fills (n) - 1, for application of &350-450 mm - 2, and for the
application of @450 mm or more - 3. In the future, the obtai-
ned calculation results were tested on large industrial rolls.

Technical and economic efficiency of the work per-
formed

The calculation of the expected economic effect from the
introduction of the technology of manufacturing cast iron
mill rolls using termite foundry applications was performed
using a statistical method, namely the quantitative analysis
and comparison and grouping with equivalent methods for
similar technological processes, which clearly showed that
the problem under study is typical for ferrous and non-fer-
rous metallurgy. Furthermore, the comparison of economic
indicators with the actual quantitative characteristics of
industrial technology through integrated evaluation allowed
analysing the results and drawing conclusions for the study
according to the Dnipro mill roll plant.

The introduction of the new technology ensures: redu-
ction of alloy used on roll casting application by at least 30%;
reduction of welding costs of shrinkage defects of the upper
necks of the rolls; elimination of charcoal costs; release of
the topping bucket; elimination of defects of rolls due to end
shrinkage defects. The calculation was performed in accor-
dance with the requirements of the temporary technological
instructions developed by the authors.

As a basis for comparison, when determining the
annual economic effect of the introduction of technology
for the production of castings with termite applications,
indicators of the technology of insulation and risering of
castings that are being replaced are taken. The calculation
was performed (1) tonne of cast rolls using the formula (5):

E=(I,-1)xA-ExC,, (5)

where I, - I - initial costs for the main measured elements
of the cost of rolls. C_,, - additional capital funds for the
introduction of new technology (6):

Coia= C,= €, (6)

where C, - capital costs before the introduction of new tech-
nology; C, — capital costs for the introduction of new tech-
nology; E_ - standard coefficient of efficiency of capital
investments; E_= 0.3.

Capital costs before the introduction of a new tech-
nology C, are equal to the cost of a bucket for refilling appli-
cations in the amount of 9800 UAH. Capital costs for the
introduction of a new technology consist of pre-production
costs C, = 100000 UAH.

The change in initial production costs is calculated
as follows. Prior to the introduction of termite application
technology, the application weight per 1 tonne of cast rolls
averaged 0.166 tonnes. The introduction of the new tech-
nology allows reducing the weight of the application by at
least 30%, that is, the application is 0.105 tonnes. Savings
from reducing the application weight per 1 tonne of rolls are:

C =0.166x0.3x(2233.00-376.00)=92.48 UAH

w. a.

where 2233.00 — the cost of 1 tonne of cast rolls, in accordance
with the calculation of the rolling shop; 376.00 - the cost of
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1 tonne of applications cut for remelting as scrap metal;
2233.00-376.00 =1857.00 — the cost of 1 tonne of liquid alloy.

From the combustion of a metal-thermal charge, a
liquid melt is generated in the application in the amount of
0.5 by the weight of the charge. Since the charge consumption
averages 5% of the application weight, the amount of liquid
alloy is:

L=(0.1666-0.166x0.3)x0.05x0.5=0.003 t
Its cost:

(=0.003x1856.00=5.57 UAH

Eliminating the cost of heating the application with
charcoal on each tonne of cast rolls saves 4.00 UAH. Ac-
cording to the calculation of the rolling shop:

C,,=4.00 UAH

Termite application technology eliminates roll defects
due to shrinkage defects. The defects due to shrinkage
at the enterprise in 1 year range from 4% to 6.7% of the
mass of defective rolls. Savings by eliminating this type
of defect:

C,=1856.00 x 0.04 x 0.067 = 4.97 UAH

Elimination of the cost of installing and welding seal
is 1.80 UAH for each tonne of cast rolls (according to the
calculation of the rolling shop):

C,=1.80 UAH

Reducing the weight of the application eliminates
the re-remelting operation from the technological cycle,
which leads to the burning of the alloy.

This saves:

C,, =(0.166+0.095)x1182.00x0.3=95.55 UAH
where 1182.00 UAH - the cost of 1 tonne of charge; 0.095 —
the burning of the alloy.

Introduction of the technology of using a metal-
thermal charge to risering castings will lead to costs:

C, .=0.166x0.05x2440.00=20.25 UAH

where 2.440.00 UAH is the cost of 1 tonne of metal-thermal
charge.

Savings per 1 tonne of cast rolls in terms of flow
costs will be:

C-C=E, +C+C, +C+C+C, -C =9248+557+
+4.00 + 4.97 + 1.80 + 95.55 - 20.25 = 184.12 UAH

With the volume of the introduction of the new
technology in the production process of 6080 tonnes of
rolls per year, the economic effect will be:

E =184.12x6080-0.3%(100000-9800)=1092389.61 UAH

Environmental evaluation of a technological solution

The result of this work was the development of a technolo-
gical process for risering castings of mill rolls using termite
applications. In the technological process, it is proposed to
use a metal-thermal charge of the following composition
(in % by weight): iron — aluminium termite (iron scale - 74;
aluminium powder — 26); graphite — 3 (% by weight of termite);
soda ash - 1.5 (% by weight of termite) [13].

All components that constitute the charge are non-
toxic and are widely used in the metallurgical and casting
industries. During the technological process, aluminium
oxidation and iron reduction reactions are performed in
the charge in the solid and liquid phases without the gen-
eration of gaseous products. Graphite, which is introduced
into the charge, dissolves in the resulting liquid steel, while
soda ash takes part in slag generation. Thus, the introduc-
tion of termite application technology does not lead to
additional harmful effects on the environment. In addition,
the disposal of mill scale, which is a technological waste of
rolling and blacksmithing industries, contributes to solving
the problem of environmental pollution. For additional cost
savings on the introduction of the proposed technology,
the aluminium powder can be used in the form of a grind
of purified aluminium chips, and carbon in the form of
a grind of unburned graphite electrodes in the manufacture
of the melt.

Conclusions

1. The criteria and sequence of economic justification of new
solutions in casting are established.

2. The method of determining the effective mass when
using the technology of thermite foundry applications of the
high-temperature gradient for large castings is identified.

3. The main components of calculating the expected
economic effect from the introduction of new technology for
manufacturing cast iron mill rolls using termite applications
are determined.

4. The value of the economic effect of the introduction
of the new technology was determined, which amounted
to 1092389.61 UAH with the production of 6080 tonnes of
rolls per year.

5. An environmental evaluation of the technical
solution from the introduction of the new technology of ther-
mite foundry applications of the high-temperature gradient
for large rolls is performed.

Further research will be aimed primarily at iden-
tifying and evaluating technical and economic indicators
of casting-related technologies, namely the production of
ferroalloys, foundry production, non-ferrous metallurgy
technologies, etc. In the future, this will allow establishing
conditions for the most effective use of innovative technol-
ogies and obtaining the maximum economic effect from
their introduction.
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me_mf /Pages/218-446 (mata 3BepHeHHA: 17.02.2020)

Oco6MBOCTi BU3HAYEHHSI EKOHOMIYHOIO e eKTy
Bi, BUKOPUCTaHHS NPOrpecUBHUX TEXHOJOTIN
y NMBapHOMY BUPOOHUL TBI
KOpiv tOpivioBny XXuryy', Bacunb ®egoposuy Jlazap?,
boraaH SlpocnaBoBoBuY XOM'sIK?

TY)KropofCcbKuii HalioHaslbHUI yHiBepcuTeT
88000, nn. HapogHa, 3, M. Y>xropog, YkpaiHa

2MyKkaydiBCbKWI fEp)XaBHUI yHIBEPCUTET
89600, Byn. Y>xropoacbka, 26, M. MykayeBo, YkpaiHa

AHoTauifi. OgHuM 3 HallBOK/IMBILINX IIOKa3HUKIB OLIIHKY iHHOBALiITHOI Aif/IbHOCTI MigIIPUEMCTB € eKOHOMIUHMIA
edyeKT Bifi BIPOBaKEHHsI [IPOrPeCcUBHOI TeXHOOTI] y BupoOHu1TBO. KoXKeH il BUpoOHNUIITBa Ma€e CBOI 0COOMMBOCTI,
SIKI TIPOSIB/ISIIOTBCS He TUMBbKM Y OpraHisanil TeXHOTOTiYHOrO IpOIlecy, aje i y po3paxyHKax IOB s3aHMX i3
BCTAHOBJIEHHAM €KOHOMiYHMX IOKAa3HMKIB JJOIi/IbHOCTI 3aCTOCYBaHH:A HOBUX T€XHOJOTi. O4eBUIHO, 10 MBapHE
BUPOOHMIITBO, @ 0COOIMBO CIellia/IbHi TeXHOMOTII INTBA, TaKi, K HAIIPUKIIAaJ], BUKOPUCTAHHS TEPMITHUX JIMBAPHUX
IOATKiB BUCOKOTO TeMIIEPAaTyPHOrO I'PafiieHTY I/Is1 eKOHOMII CIIaBy, 3a/IMTOro y hopMy, HaK/IagaloTh BifOMTOK Ha
QJITOPUTM BU3HAYCHHS eKOHOMIYHOro eekry. Hacammeper e BUKIMKAHO He TIBKY 3 BCTAHOBJICHHSM Oe3IocepeHix
MPSAMUX BUTPAT IIPY BHECEHHI 3MiH Y CTaHJAPTHNUII TEXHOIOTIYHMIL IIPOLIEC, A CaMe BUTPATH Ha METAI0TEPMIidHY
cyMim, 3MiHy /uBapHOi ¢popmy, pepocraBy, BUKOPUCTAHHSA JIEKTOBiIA/IAI0YNX IMBAPHI HTOKATKM IUIACTHH, ajle
i MO>X/IVBICTIO HOBTOPHOTO BUKOPUCTAHHsI PELITOK TMBAPHOTO JOATKY, IMBHMKIB, 3yMIida, CTOsIKA T iH. e/leMeHTIB 1L
HepervIaBIeHHA. MeTol0 3aIpOIIOHOBAHOI po6OTH OY/I0 BCTAHOB/ICHHS 0COOIMBOCTEl PO3PaXyHKY €KOHOMIYHOTO
edeKkTy Ipu BIIPOBaPKEHHI IPOrpeCYBHUX TEXHOJIOTI Y BUPOOHMUIITBO, TAKUX, SIK HAIIPUK/IAJ, TeXHOJIOTiI OB A3aHi
i3 3MeHIIeHHAM IMBAPHYX HOHATKIB. [/ IpoBeeHH A JOCTiKeHb i 00p0OKM pe3y/IbraTiB BUKOPUCTaHI CTaTUCTIYHI
METOAM, a CaM€ METOJ] KiJIbKiCHOrO aHa/li3y, METOAM IOPIiBHAHHA i TpynyBaHHA. [IOpPiBHAHHA €KOHOMIYHMX
ITOKA3HUKIB 3 JiICHMMM KiZIbKICHYMI XapaKTEPUCTUKAMM IIPOMICIOBOL TEXHOJIOTII METOLOM KOMILIEKCHOI OL[iHKI
HaJla/IM 3MOT'y [IPOAHAJI3yBaTU Pe3y/IbTaTH i 3poOUTH BICHOBKM 10 po60TH. OCHOBHI pe3y/IbTaTyl IPOBeIeHOl poboTH
BU3HAYAIOTHCS 3aIIPOIIOHOBAHOI METONVKOK BCTAaHOB/ICHHSI €KOHOMIYHOTO epeKTY, sIKa Y BiIMIHHOCTI Biff icHyI04Of,
BPaXOBY€ BITHOBHI pecypcu Ta MOXUIMBICTb OTPMMAHH: eKoJIoriyHoro edekry. Ile fae MOXIMBICTb OOIPYHTOBAHO
Ta paliOHa/JbHO BYKOPUCTOBYBATY BiTHOBHI pecypcy OTPMMYBaHi 3 BifiXOfiB BUPOOHMUIITBA, CIIPUATY OXOPOHIi
HaBKO/MMIIHBOTO cepefoBuiia. Hanpsimu noganpimx 0CipKeHb 0B 3aHi HacaMIleper 3 BUSIB/IEHHSIM Ta OLIIHKO0
TEeXHiKO-eKOHOMIYHMX IOKa3HUKIB CYNyTHIX TeXHOJOTil §O IMBApHOTO BUPOOHUITB, a caMe BUPOOHUIITBO
(depocrasis, popmyBanbHe BUPOOHNIITBO, TEXHOMOTII KOMbOPOBOI MeTanyprii Ta iH. Ile B mepcriekTuBi facTb 3MOry
BCTaHOBUTH YMOBY HajleeKTUBHIIIOrO 3aCTOCYBaHHS iIHHOBALITHUX TEXHOJIOTII Ta OTPUMAaHHs MaKCYMaIbHOTO
eKOHOMIYHOTO eeKTy Bill IX BIIPOBa/KEHHs

KntoyoBi cnoBa: ekoHOMiuHill eheKT, IporpecyBHa TeXHOIOT1s, eKOIoriyHmiI e eKT, BiTHOBHI pecypcu, IIpsaMi BUTPATH,
opraHisaljisi BUpOOHUIITBA, TEXHIKO-eKOHOMIYHI TOKa3HMKI
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Abstract. The paper substantiates the relevance and necessity of studying the specifics of marketing in pharmaceutical
enterprises. The purpose of the paper is to determine the specifics and characteristics of modern pharmaceutical
marketing. The paper uses methods of analysis, grouping, and a system approach. The features of the modern
pharmaceutical industry in countries with market economies are presented. Current trends and features of the
development of the global pharmaceutical market are identified. The key problems of the pharmaceutical market
of Ukraine and priorities of its development are considered, taking into account the feasibility of using marketing
tools. Among the identified priorities, it is important to increase the competitiveness of products and enterprises
of the pharmaceutical industry through qualitative changes and innovations; ensure the innovative development of
industrial enterprises in this industry; apply creative approaches. Specifics of pharmaceutical marketing are given.
The interests of the subjects of the modern pharmaceutical market are combined into a “complex” covering two
levels: micro- and macro-. The interaction of the main subjects of the pharmaceutical market is studied. The main
forms of a marketing application in the pharmaceutical industry are considered. The scientific originality of the
paper is reflected in the authors’ proposals to combine the interests of all subjects of the modern pharmaceutical
market into a certain complex that covers two levels; to build a graphical display of all possible connections between
the subjects of the pharmaceutical market. The practical significance of the paper consists in the possibility of
introducing priorities for the development of the pharmaceutical market in Ukraine, considering the feasibility of using
marketing tools. It is noted that most manufacturers in the pharmaceutical industry do not implement the third form
since all functions related to marketing are performed by intermediary networks. Prospects for further research are
to study the international experience of cooperation between pharmaceutical companies, a detailed review of global
trends in pharmacy

Keywords: pharmaceutical market, demand, forms of a marketing application, subjects of the pharmaceutical market,
marketing

The Problem Statement

On the one hand, the pharmaceutical industry is high-tech
and knowledge-intensive, and on the other hand, it is socially
important since it provides support for a healthy nation.
Research in this particular area is important and interesting
both for scientists and for all subjects of the pharmaceutical
market.

Nowadays, most pharmaceutical companies apply
marketing measures at the “basic level’, require the develop-
ment of a marketing strategy, the introduction of creative
ideas in product promotion. The solution of this problem
is impossible without studying the specifics of marketing of

Suggested Citation:

pharmaceutical enterprises. Therefore, consideration of the
features of modern pharmaceutical marketing is certainly
a relevant and important area of research. To determine the
features of modern pharmaceutical marketing, it is nec-
essary to study the subjects of the pharmaceutical market
and their interests more deeply, and determine all possible
connections between them.

Analysis of Recent Research and Publications

Among the scientists who study the pharmaceutical mar-
ket, papers of the following authors can be distinguished:

Zadorozhniuk, N.A., Malysh, I.A., & Minieieva, Ya.D. (2020). Specifics of pharmaceutical industry marketing. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 86-91.
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O.I. Vavulin [1], N.I. Gavrylenko, and Ya.V. Kulich [2],
S.Yu. Goncharova [3], V.P. Kolesnikov [4], Yu.M. Melnik [5],
O.G. Chirva [6], A. Kisiolek [7; 8], M. Tannoury [9],
I. Samanta [10], M. Stros [11], B. Shaw, P. Whitney [12],
M.C. Becker, M. Lillemark et al. [13]. The analysis of modern
publications on this issue identified the need to determine
the features of modern pharmaceutical marketing.

Purpose of the Study

The purpose of the paper is to determine the specifics and
characteristics of modern pharmaceutical marketing.

Research Results

The study of the degree of use of marketing in the phar-
maceutical industry shows that most industrial enterprises

use only part of the possible marketing potential, and
therefore receive less profit. One of the main reasons for
this is the ever-increasing R&D costs to ensure the innova-
tive development of pharmaceutical enterprises. However,
marketing is also important and should be considered as
one of the components of innovative development. The
modern pharmaceutical industry of countries with market
economies is characterised by the following [2]:

1. It consists of two sectors with a fundamentally different
economic model and business strategy:

o the first sector is knowledge-intensive or innovative,
for which reliable protection of intellectual property rights
is very important since it is characterised by the use of pat-
ents, trademarks, aggressive advertising, and as a result -
making a considerable profit (profitability of more than 13%);

« the second sector is the sector of reproduced products,
which brings considerably less profit (profitability is 5-10%).

2. The specific feature of competition is that it manifests
itself mainly not in the form of lower prices but in the form
of the development and production of new drugs charac-
terised by high efficiency and safety for health.

3. The production and sale of modern medicines is car-
ried out in the private sector. The role of government agen-
cies is only to develop requirements for the effectiveness,
safety, and quality of manufactured medicines. In many coun-
tries, government agencies also regulate the price of medi-
cines, especially for certain groups of people (seriously ill,
socially vulnerable, etc.).

4. The international character of the development, research,
production, and marketing of medicines is mainly manifested
not in the form of direct exports but in the form of invest-
ments abroad. Innovative developments play an important
role in international economic and scientific and technical
cooperation in the pharmaceutical industry.

Current trends and features of the development of
the global pharmaceutical market, which have been observed
in recent years, are as follows:

« deepening pharmaceutical globalisation;

« improvement of quality standards for the production
of medical products;

« activation of medical reforms;

« increasing the scope of R&D;

o aggravation of problems related to the increase in
the number of counterfeit and low-quality medicines on
international markets;

» merger and absorption processes in the global phar-
maceutical market, which lead to an increase in the risks
of monopolising the market or creating oligopolies on it.

The specifics and main feature of the modern phar-
maceutical market is the active introduction of nanotechno-
logies, which act as techniques and methods used in relevant
research, production and use of nanostructures, devices, and
systems [14]. The introduction of such innovations increases
competitive advantages between pharmaceutical market enti-
ties since the development and implementation of nanotech-
nologies requires huge financial investments. Therefore,
industrial enterprises of the pharmaceutical market are
looking for investors because they need constant invest-
ment injections. And it is marketing activities that, on the
one hand, help to attract investment (both internal and
external), and on the other hand, stimulate the promotion
of innovative products in markets of various levels.

Another important feature of the modern phar-
maceutical market is the production and improvement of
conventional medicines that include natural ingredients
of plant and animal origin. This is conditioned upon the
global trend of a healthy lifestyle and the consumption of
natural products.

The condition of the Ukrainian pharmaceutical mar-
ket is characterised by a fairly considerable share of impor-
ted medicines and a predominance of outdated, clinically
ineffective medicines. In other words, the pharmaceutical
market of Ukraine remains import-dependent. Among the
key problems of the pharmaceutical market of Ukraine are
the following:

« imperfection of legislation as one of the consequen-
ces — violation of intellectual property rights;

« increase in the number of counterfeit medicines, viola-
tion of the procedure for buying and selling narcotic drugs;

« lack of control over setting prices for medicines and
medical devices;

« lack of state financial support, low or complete lack of
motivation for pharmaceutical companies to develop and
implement new original drugs and increase export potential;

o lack of effective partnership between the state, produc-
tion, and science in the field of creating complete technolo-
gical cycles for the production of innovative pharmaceutical
products [3];

« outdated base of scientific and technical support for
pharmaceutical production;

« unfavourable climate for attracting investment, etc.

The main priorities for the development of the phar-
maceutical market in Ukraine, considering the feasibility
of using marketing tools, can be:

« development and implementation of an effective mech-
anism for state control not only over the production but
also over the sale and advertising of pharmaceutical products;

« increasing the competitiveness of products and enter-
prises in the pharmaceutical industry not only by improving
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the quality but also by creatively promoting products,
especially innovative ones;

o improvement of the state registration system, in partic-
ular through adaptation to international standards, primarily
in European countries;

o implementation of a set of measures, including mar-
keting, to justify and provide information resources of the
pharmaceutical market (conducting marketing research to
determine the needs and requirements of consumers, etc.);

« using a marketing approach to managing the innovative
development of pharmaceutical enterprises. It is pharmaceu-
tical marketing that will help to open up new opportunities
for the development of drug manufacturers.

The main purpose of pharmaceutical marketing is to
optimise the pharmaceutical care market, which means analy-
sing the relationship between need, demand, supply and demand,
as well as considering the impact of all internal factors of
the drug supply system for the population. Pharmaceutical

marketing has a number of features [6, p. 94]:

o the demand generator in the buyer (patient) - seller
(pharmacist) system is a doctor;

« when analysing the market, it is necessary to consider
not only demand but also the need;

o consumers often view medical and pharmaceutical
products not as a desirable product but as a necessary pur-
chase in case of illness or elimination of certain discomfort;

«lowlevel of awareness of the end user (patient) about what
medications they need, taking into account the analogues
available on the market;

« pharmaceutical products should only be of high quality
to ensure the health of the nation.

To determine the specifics of the pharmaceutical mar-
ket, it is necessary to specify the interests of all its subjects.
The authors propose to combine the interests of subjects of
the modern pharmaceutical market into a “complex” covering
two levels (Fig. 1).

Complex of interests of the modern pharmaceutical market at all levels

> Individual and family interests of the population

> Interests of pharmacy chains
e Professional interests of medical institutions
EE— Economic interest of real and potential investors

> Economic interest of manufacturers

> Interests of promotion of scientific developments and innovations

> National security interests

> Social mandate

> International interests and obligations

Figure 1. Complex of interests of pharmaceutical market participants

Source: authors’ suggestion

1. The micro-level to which the following interests

belong:

« individual and family interests of the population
(interests of households);

« interests of pharmacy chains (as an intermediary
of the pharmaceutical market);

« economic interest of pharmaceutical producers (as
a participant in the pharmaceutical market);

« interests in promoting scientific developments and
innovations (for particular market participants);

« professional interests of medical institutions (as an
intermediary of the pharmaceutical market);

o economic interest of real and potential investors
(national or foreign as a participant in the pharmaceutical
market).

2. The macro level to which the following interests belong:

« interests of promoting scientific developments and
innovations (as a result of state achievements, as well as
in the context of international cooperation and attracting
foreign investment);
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« social mandate;

« national security interests;

« international interests and obligations (the market
entity is the state).

It is important to note the “uniqueness” of interests
in promoting scientific developments and innovations
since they can cover both the micro- and the macro level.
An important role in the implementation of long-term and
innovative plans of pharmaceutical companies is assigned
to real and potential investors who are interested in profit-
able placement of their funds and improving their rating

of reliable partnership, as well as involvement in socially
important projects.

In the context of global threats, there is a need for
cooperation at a new technological and information level,
which will allow transferring funds to those enterprises
that are necessary for the implementation of international
programmes of completely new investors, and attracting
innovative projects and technologies. For further consid-
eration of the specifics of pharmaceutical marketing, it is
necessary to study the interaction of the main subjects of
the pharmaceutical market (Fig. 2).

AN

SUPPLIERS
of raw materials and/or equipment

/

A

MANUFACTURERS N

INVESTORS
4

A 4

A

INVESTORS

INTERMEDIARY NETWORKS

\ 4 \ 4

\ 4 \ 4

MEDICAL INSTITUTIONS

\

PHARMACY CHAINS

/

INDIVIDUAL CONSUMERS

Figure 2. Interaction of pharmaceutical market entities

Source: developed by authors

All subjects of the pharmaceutical market (suppli-
ers, manufacturers, intermediary and pharmacy chains,
medical institutions, investors, and individual consumers)
interact with each other, exchange not only products of
manufacturers of the pharmaceutical industry and money
but also knowledge and experience, which are the basis of
innovative potential and innovative development of the
pharmaceutical market.

The use of marketing in the pharmaceutical indus-
try is of particular importance as the area of attracting new
customers and retaining existing ones, introducing loyalty
programmes and increasing sales of products [5]. In mod-
ern conditions, the role of marketing research in all indus-
tries that are directly related to a person and his safety is
considerably increasing. It is important to cooperate with
pharmaceutical companies which are similar not only with-
in one country but also with manufacturers from other
countries. This collaboration will reduce the cost of research,
long-term and complex trials, and introduce them into
everyday medical practice.

Based on [15], several forms of marketing application
in the pharmaceutical industry are proposed.

The first form - marketing is used in enterprises
sporadically (advertising, propaganda, market research, pub-
lic relations). In this case, enterprises do not have structural
divisions engaged in marketing.

The second form - marketing is used periodically as
a set of its tools. Enterprises have various structural divisions
(including marketing departments).

The third form - marketing is constantly used as
a mandatory part of enterprise management.

The company’s management independently decides
on the implementation of the marketing form, but today
most pharmaceutical industry manufacturers do not imple-
ment the third form since all functions related to marketing
are performed by intermediary networks.

Conclusions

The use of marketing by pharmaceutical companies has
its own specifics, creative ideas for product promotion will
not only increase profits but also attract new investors to
ensure innovative development. In further research, it is plan-
ned to consider the international experience of cooperation
between pharmaceutical companies.
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Cneuudika MapkeTuHry papmaleBTUYHOI ranysi

Hatanis OnekciiBHa 3aOPOXXHIOK,
IpnHa OnekcaHppieHa Manwi, SiHa IJMutpiBHa MiHeeBa

HayioHanbHui yHiBepcuTeT «Ogecbka rnositTexHika»
65044, npocn. leB4yeHka, 1, M. Ogeca, YkpaiHa

AHoTaujif. Y crarTi 06rpyHTOBaHA aKTYaIbHICTh Ta HEOOXIAHIC T JOCTIKeHH crieniniKy MapKe THHTY AT PYEMCTB
(bapMarneBTIYHOI ralrysi. MeToo cTaTTi € BUsHauYeHHA crielndiky Ta 0CoOMMBOCTEN Cy4acHOTrO (papMalleBTUIHOTO
MapKEeTUHTY. Y CTaTTi BUKOPUCTAHO METOAY aHAJIi3y, TPYIIyBaHH Ta CUCTEMHOTrO nifixony. Haseneno prcu cyvacHoi
(dbapmareBTIYHOI rany3b KpaiH 3 pUHKOBOIO €KOHOMIKO0. Br3HaueHO cy4yacHi TeH/eHIil Ta 0COOMMBOCTI PO3BUTKY
CBIiTOBOTO (hapMal|eBTUYHOTO PUHKY. POSITIAHYTO KIIOYOBI IpobneMyt GapMaLieBTIYHOTO PUHKY YKpalHM Ta IPIOpUTeTH
JI0T0 PO3BUTKY 3 ypaXyBaHHAM JIOLI/IbHOCTI BUKOPUCTAHHSA MapKeTMHIOBMX iHCTpyMeHTiB. Cepesi BUSHAYeHUX
MIPIOPUTETIB BaXKIMBOIO 3HAYEHHA MAKOTh MiJIBUIEHHA KOHKYPEHTOCIPOMOXXHOCTI NMPOAYKII i MignpueMcTs
(bapmareBTMYHOI raysi 3a paxXyHOK SIKICHVX 3MiH Ta HOBOBBeJIeHb; 3a0e3IIedeHHsI iHHOBAIIITHOTO PO3BUTKY IIPOMIICTIOBIX
HiIpMEMCTB L€l rajtysi; 3acTOCyBaHH: KpeaTHBHYX niaxozis. HaBeneHo 0co61mMBOCTi papMalieBTUYHOrO MapKeTHHIY.
[ToenHaHo iHTEpecu Cy0’€KTIB Cy4acHOro (apMalieBTUYHOIO PUHKY Y «KOMIIIEKC», 110 OXOIUTIOE [Ba PiBH:, MIKpO-
Ta Makpo-. JJoC/IiPKeHO B3aEMOJiI0 OCHOBHUX Cy0’€KTiB (papMal|eBTMYHOIO PUHKY. POSITIIHYTO OCHOBHI opmu
3aCTOCYBaHHA MapKeTMHIY y ¢apMaleBTnyHill ranysi. HaykoBa HOBM3Ha po6OTH BifoOpaXKeHO y IPOIO3MIIiAX
aBTOpIB LIONO IOENHAHHA iHTepeciB ycix cy0’ekTiB cydacHOro papMaleBTMYHOIO PUHKY Y IEBHUII KOMIUIEKC,
SKUII OXOIUIIOE IBa PiBH:A; MOOYHOBU IpadivyHOrO BioOpakeHHs yCiX MOMXJIMBMX 3B’S3KIB MiX Cy6’€KTamu
¢dapmaneBTNYHOrO pHKY. [IpakTHYHa 3HAUYIIICTb CTATTi MOJIATAE Y MOXK/IMBOCTI BIIPOBA/IXXEHHS IIPiOpUTETIB
PO3BUTKY (hapMalieBTYHOIO PMHKY B HAIlllil KpalHi 3 ypaXyBaHHAM JJOL/IbBHOCTI BUKOPUCTaHHA MapKeTUHTOBUX
iHcTpyMeHTiB. 3a3Ha4yeHo, 1[0 OinbuIicTh BUPOOHNKIB hapMalieBTHYHOI raTysi He BIPOBAKYIOTh TPETI0 GOpMY,
TOMY 110 yci QYHKIi], OB’ sA3aHi 3 MaPKETUHIOM BUKOHYIOTb ITOCepefHULIbKI Mepexi. [TepcrekTuBy momanbImx
IOCTIKeHb NOJIATAI0Th Y BUBYCHHI MDKHAPOLHOTO HOCBiNy CIIiBpOOITHULITBA MIAIIPUEMCTB (hapMalleBTUYHOI rajysi,
IeTaJbHOMY PO3IVLA/ly CBITOBUX TeHJeHLiit papmaril

KntouoBi cnoBa: ¢apMalLieBTIYHNUIT PUHOK, IONNUT, GOPMIU 3aCTOCYBAHH MapKETUHTY, CY0 €KTY (hapMalleBTIYHOTO
PUHKY, MapKeTUHT

Scientific Bulletin of Mukachevo State University. Series "Economics”, 7(1), 86-91 91




uDC 339.17
DOI:10.31339/2313-8114-2020-1(13)-92-96

Features of the Definition of Operational Activity of Retail Chains
Inna V. Kopchykova®

Vinnytsia Institute of Trade and Economics of KNUTE
21050, 87 Soborna Str.,, Vinnytsia, Ukraine

(Received: 25.12.2019, Revised: 24.01.2021, Accepted: 25.02.2020)

*Corresponding author

Abstract. The study raises the relevance of the operational activity of retail chains as an economic category. The
relevance of the research subject lies in the development of modern trade formats and the need to introduce new
solutions for managing operational activities, in terms of improving the efficiency and quality of performing basic
management functions. The retail industry undergoes constant transformation. The identification of the mechanism
for the functioning of retail chains in Ukraine has not yet become the subject of extensive research, which negatively
affects their functioning. The purpose of the study is to examine and clarify the economic category “operational
activity of a retail chain”. The study examined the essence and components of retail operations and developed ways
to optimise operational management, the main of which are well-built logistics schemes, electronic sales channels,
organisation of food halls and food courts, digitalisation and personalisation, building omnichannel communication
of retail chains and consumers, the use of big data to improve customer service. The essence of retail operating
activities is considered. Based on the use of general economic research methods, the approaches of researchers to the
interpretation of “operational activity” are analysed and systematised. The scientific originality of the study consists
in clarifying the essence and highlighting the most important characteristics of the operating activities of retail in
Ukraine. The practical value lies in the substantiation of the main components of the operating activities of the retail
network. Based on the conducted research, it is determined that operational activity in financial and economic
activity occupies a core place since it is the main basis for stimulating entrepreneurship

Keywords: means of operating activities, objects of operating activities, operating activities, components of operating
activities, retail network

The Problem statement

Consolidation of retail companies and the growth of the
scale of activity of retail chains are a general trend of busi-
ness expansion, which increases the importance of retail
chains as the main customer in distribution channels. Retail
puts pressure on industrial producers and chooses the range
of products that are profitable to sell to them. In the last
decade, the list of manufacturing enterprises that are sub-
ordinate to specific retail chains in various organisational
forms has considerably increased. Such enterprises produce
products not under their own trademarks, but under the
brand of a certain network. As retailers’ own brands gain
increasingly strong positions in the market, these compa-
nies have the opportunity to influence the development of
new products. In other words, trade enterprises have become

Suggested Citation:

a force that generates consumer demand and influences
consumer purchasing behaviour.

Analysis of Recent Research and Publications

Studies of national researchers cover issues related to the
concept and stages of operational activity of retail trade
enterprises. In this area, research has been conducted by
L. Ansoff [1], O. Bakunov [2], P. Belinsky [3], O. Blank [4],
G. Kapinos [5], Ye. Mnyh [6], M. Meskon [7], V. Seliutin [8],
G. Tarasiuk [9], A. Chandler et al [10]. Each individual branch
of the economy has its own specific features, which make
it necessary to improve concepts and categories in relation
to it. This also applies to the activities of modern trading
formats.
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Purpose of the Study

The purpose of the study is to examine and clarify the cate-
gory “operational activity of a retail chain”. The main task is
to study the “operational activity” as an economic category
and determine the main priorities for improving opera-
tional management in the context of the development of
modern trade formats.

Research Results

In recent decades, the retail industry has become more con-
centrated, and the share of retail giants has increased consi-
derably. The structure of the market in Ukraine, as a result
of dynamic economic transformations, is undergoing con-
siderable changes. The share in the national market of large
retail chains is small compared to the volume of markets cap-
tured by leading chains in European countries. A prerequisite
for further theoretical research on “operational activity” is
the definition of essential characteristics and the search for
ways to improve the management of operational activities
of retail chains in competitive economic conditions. Nota-
bly, this need is due to the lack of analysis and research of
this concept, therefore, there is a need for further research.
The study of “operational activity”, including in the context
of the development of modern trade formats, is of key impor-
tance. An integral component of analysing the state and
prospects of introducing new operational solutions is the
study of their content and main characteristics in competitive
conditions.

The current legislation contains two main interpreta-
tions of “operational activity”. According to IAS 7 Statement
of Cash Flows, operating activities are the principal activi-
ties of an entity that generate revenue and other activities
that are not investment or financial [11]. National Accounting
Regulation (Standard) 1 “General Requirements for Financial
Statements” provides the following definition of “operating
activity” - the main activity of an enterprise, and other types

of activities that are not investment or financial ones [12].
These interpretations are the most general and do not define
operational functions in the operating system. In the most
considerable studies on the essential characteristics of oper-
ational activities, published by leading foreign and national
researchers, the content and interpretation of operational
activities differ.

Having studied the definitions of I. Ansoff and
A. Chandler [1; 10], it can be determined that operational
activity is considered by the author as a component of the
long-term development strategy of a trading enterprise.
Therewith, researchers do not emphasise its importance,
since achieving purpose in the future is a priority in terms
of financial results in the current period. According to
M. Meskon [7], in the structure of operational activities,
it is advisable to also distinguish the functions of mana-
gement, marketing, finance, personnel, and technical.
D. Lozovytskkyi [13] notes that operating activities are
mostly determined by the results of the financial and eco-
nomic activities of the enterprise, therefore, they require
supplementation by including financial aspects in their
composition. These interpretations do not define specific
types of activities or economic processes that are included
in operating activities. Therefore, it is advisable to clarify
and more correctly interpret “operational activity”. The
analysis of scientific sources confirms that the essence of
“operational activity” has been covered in many studies of
both foreign and national research economists. G. Kapinos
and I. Babii [5] interpret “operational activity” as “..activities
that are performed within the operating system to create
any utility by converting inputs (resources) into outputs’,
which is the most accurate and attention-worthy definition in
the context of studying the operational activities of modern
retail chains. The inputs and outputs of the trading enter-
prise’s operating activities include the elements presented
in comparative Table 1.

Table 1. Comparative table of information on the operational activities of a retail enterprise and a retail chain

Operating inputs

Operational outputs

Retail trade enterprises Retail chains

1. Objects of operational activity to which the efforts
of the system in the process of transformation are fostered

Retail chains

Retail trade enterprises

1. Main

a) products;

b) inventories, raw
materials, and supplies;
c) finished products;

d) customers;

a) products;
b) customers;
c) customer’s
owned property

a) finished products,
semi-finished products;
b) a client whose condition
has been changed
(satisfaction of a need);
c) the client's owned property

a) a client whose condition
has been changed
(satisfaction of a need);
b) the customer’s owned
property, which has been

e) customer's owned property changed that has been changed
2. Means of operating activities 2. Secondary
. ) . a) finished products,
a) commercial equipment; AP )
. semi-finished products;
b) equipment for ial b i h diti
. . reparation and storage a) material; ) a client whose condition
commercial equipment P b) energy; has been changed

of finished products and
semi-finished products

c) information (satisfaction of a need);
c) the client's owned property

that has been changed
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Table 1, Coutinued

Operating inputs

Retail trade enterprises Retail chains

Operational outputs

Retail trade enterprises Retail chains

3. Staff

a) salesperson
(consultant, cashier)
b) cooking technologists,
cooks

sales (seller, cashier,
consultant)

Source: developed by the author based on [5]

Comparative characteristics of the operating activi-
ties of retail trade enterprises and a modern retail network
allow distinguishing the distinctive features between inputs
and outputs depending on the retail format of the network.

The operational activity of a network of retail enter-
prises consists of a number of consecutive commodity ope-
rations, the composition of which depends on the store’s
trading format [14]. In the context of the study, it is advi-
sable to distinguish in the system of operational activity
such business operations that are separate processes but
are interrelated and represent a single operational function

of the enterprise. Most modern retail chains, in addition
to the main economic activity inherent in retail chains
(supply, storage, and sale), produce semi-finished prod-
ucts and finished products, that is, perform trade activities
that intersect with the activities of the restaurant busi-
ness; thus, it is appropriate to supplement the operational
activities of retail with processes that are characteristic for
restaurants. Considering the approaches and features of
modern retail chains, the main stages of operational activity
that are characteristic of modern retail chains are identified
(Fig. 1).

+ Conclusion of agreements for the supply of goods;
workshops of own production;
of a distribution centre) and transportation of goods;

of goods;

+ Marketing research to evaluate the demand for various types of goods
and determine the optimal pricing policy of the retail chain;
« Selection of sources of goods supply and suppliers of goods;
+ Purchase of goods for further sale to the final buyer or for further processing in the
« Establishment of rational delivery schemes (direct deliveries or organisation

« Identification of the rational frequency of delivery and optimal sizes of delivery batches

+ Operational control over the implementation of delivery contract A

+ Internal movement
of goods from a
warehouse or trading
floor to workshops
of own production;

+ Production volume
planning;

+ Organisation of quality
control of ready meals

T

.
Operations related
to delivery and movement

/—\

.
Operations related
to the production of semi-finished

of goods (logistics)

\ Consolidated Information Centre \

products and finished products

Operations for the introduction of automation technologies for all processes
(cash service centres, technical measures for control and monitoring)

Il.
Operations related
to the product storage

'

R ——

V.
Operations related
to the implementation

- Temporary storage of inventories (development of a system for placing inventories in

warehouse space);
« Storage of goods;
« Creation of an optimal storage mode;
* Monitoring and current supervision of goods;
+ Quality control of goods in storage areas;

« Preparation of goods for sale (packaging, sorting, ensuring saleable condition,
consolidating, packaging, labelling, preparation of goods for display in the sales hall, etc.);

« Delivery of pre-prepared goods to the trading floor

A 4
+ Planning and holding
promotional events;

+ Product advertising;

+ Ensuring the activities
of divisions that sell
goods (cash registers,
security service,
consultants)

Figure 1. Main stages of the retail chain's operational activities

Source: compiled by the author based on [14]
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Retail development is a dynamic positive process for
consumers and a serious test for manufacturers, as retail-
ers are exerting more influence on manufacturing enter-
prises in gaining market share. Suppliers in cooperation
with retail representatives are forced to supply products at
reduced prices, introduce various discount programmes, fi-
nance advertising campaigns [15; 16], and fight for the right
to conclude contracts for the supply and sale of products
in the retail network. For the most part, this is reasonable,
since due to the scale of sales by the retail network, sup-
pliers have sufficient profit and do not suffer losses from
the reduced selling price. Thus, the operational activity of
a retail chain is a component of the main activity that occurs
within the framework of the implementation of the overall
strategy for the development of the retail network, a set of
interdependent and interrelated procedures related to the
use of resources that are of value to external consumers and
ensure the acquisition of most of the income.

At the current stage of development, Ukrainian retail
lags behind European countries in terms of trade turnover
per capita and retail space. Yet given the high potential of
network enterprises in Ukraine, further positive develop-
ment of the trading industry can be expected. Currently,
retail’s operational activities are focused on such global
trends as digitalisation, personalisation, building omnichan-
nel communication between the network and the consumer,
and the use of large amounts of data to improve customer
service.
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Oco6nueocTi gediHiuii «onepauiiiHa fisaNbHICTb TOProBesIbHUX MEepPeXxX»

IHHa BikTopiBHa KonyunkoBa

BiHHMLbKM TOProBesibHO-eKOHOMIYHUIA IHCTUTYT KHTEY
21050, Byn. Co6opHa, 87, M. BiHHuys, YkpaiHa

AHoTauif. Y cTarTi MiJHIMAETbCA aKTYaNbHICTh IOHATTSA ONEPALiiiHOI [iANMbHOCTI TOPTOBENTbHMX MEPEX AK EKOHOMIYHOI
KaTeropil. AKTYa/IbHICTb TeMI JOCIIPKeHHsI 00yMOB/IEHA PO3BUTKOM CyYacHMX (OpMaTiB TOPriB/i Ta HEOOXifHICTIO
BIIPOBA[PKEHHS HOBMX PillleHb 100 YIIPAB/IiHHA OII€PALiHOO JiA/IbHICTIO, B YaCTVHI MiIBUILEHHSA pe3yIbTaTMBHOCTI
Ta SIKOCTi BUKOHAHHA OCHOBHUX (QYHKIIN yrpaBniHHA. [any3b po3api6HOl TOPriBi 3HAXOAUTHCS B IIOCTITHOMY
npoueci TpaHcdopMalii. BusHayeHHA MexaHi3My (QyHKI[iOHYBaHHS TOProBe/IbHNUX MepeX B YkpaiHi Liie He cTaylo
IIpeJMeTOM IIMPOKOrO HayKOBOTO MOCIII/PKEHHS, 110 HeIaTUBHO II03HAYAETHCA Ha MPaKTHIL X QYHKIIOHYBaHHA.
MeTo10 CTaTTi € JOC/TIIPKEHHSA MOHATTSA Ta Y TOYHEHH] EKOHOMIYHOI KaTeropii «onepaniiiia is/IbHiCTb TOPTOBEIbHOI
Mepesxi». ¥ cTarTi 6y/10 BUBYEHO CYTHICTD 1 CKIaZOBi OIepalliiiHOI Bis/IbHOCTI pUTEITY, @ TAKOXX PO3POO/ICHO IILAXY
OITMMI3alil yIIpaB/IiHHs Ollepali/iHO AisIbHICTIO, OCHOBHMUMM 3 IKMX € IPAMOTHO IOOYZOBaHi JIOTiCTUYHI cxeMmu,
€IeKTPOHHI KaHa/IM IIPOfjaXKiB, opranisanis gpyn-xomnis Ta Gyn-kopris, gifpxiraisanis i nepconanisauis, modygosa
OMHiKaHa/IbHOI KOMYHIKAL[il TOPrOBIX MEPEX i CIOXKMBAYa, BUKOPUCTAHHSA BE/IMKIX JAHX I ITO/IIIEHHS K/TIEHTCHKOTO
cepsicy. PosITAHYTO CYTHICTD onepalniifHoOl JiA/TbHOCTI puTteiiny. Ha OCHOBiI BUKOPMCTAaHHA 3araJbHOEKOHOMIYHMX
METOJIB IOC/TIIKEHH IIPOAHATI30BAH0 Ta CUCTEMAaTU30BAHO MiXOAM HAYKOBLIB IION0 TPAKTYBAHHSA IIOHATTS
«olepaniiina gis/IbHiCTh». HaykoBa HOBM3HA NOCTIKEHHs IOIATAE B YTOYHEHHI CYTHOCTI Ta BMOKPEMJ/IEHHI
HaBOK/IMBIIINX XaPaKTEPUCTUK ONEPALIIHOI MisA/TIBHOCTI puTeitny YKpainu. IIpakTu4Ha sHaYyL[iCTh MIOIATAE B
OOI'PYHTYBaHHI OCHOBHYVX CK/IAJIOBUX OIepalilfHOI Ais/mbHOCTI puTeiiiepcbkol Mepexxi. Ha mifcrasi mposepeHoro
TOCIPKeHHsI BU3HAYEHO, 11]0 OllepaliiiiHa Ais/IbHICTD B Ipolieci GpiHaHCOBO-TOCIIOAAPCHKOI fis/IBHOCTI 3aiiMae 6a3oBe
MicIle, OCKiZIbKM € OCHOBHOIO 3aCaZiOk0 [l CTUMY/IIOBAaHHA HiANPMEMHUIBKOI aKTUBHOCTI

KntouoBi cnoBa: 3aco6u ornepaniitHoi fis/IbHOCTI, 06’ €K Ty onepaliiiHol AisNbHOCTI, OnepaniiiHa AisnbHICTb, CK/Ia/joBi
OIlepaNiliHOl JiA/IbHOCTI, TOPrOBE/IbHA MepeXKa
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Abstract. Corporate law and corporate culture are a set of means of multidirectional influence on the efficiency of
corporate legal entities, they regulate relations that may arise during the creation, performance, and termination of
economic activities, determine the means, forms, and structure of the organisation of activities. The purpose of the
study is to determine the features and basic principles under which corporate law and corporate culture develop
patterns that facilitate achieving the goals and optimising certain processes in the activities of corporate legal entities.
The research methodology is based on the methods of logical analysis, critical analysis of scientific literature, and
practical experience. The results of the study allowed considering corporate culture and corporate law as specific
means of modelling personnel behaviour or managing it. These tools pose scientific originality and allow achieving
such an image of personnel interaction that is acceptable for the efficiency of corporate legal entities. The basic
result that poses originality is the structuring of corporate culture and corporate law, implemented in the context
of: a model framework that defines the features and basic principles of influencing personnel behaviour; patterns
of behaviour in the organisation that determine the internal environment, where each employee invests strength
in a common goal (efficiency of the enterprise). The study of the model basis of corporate culture and corporate
law, patterns of behaviour in the organisation allowed identifying the basic principles which positively affect the
efficiency of corporate legal entities. The highlighted principles of corporate culture and corporate law positively
impact the efliciency of corporate legal entities if clan or adhocratic types of corporate culture are developed. The
practical value of the study is to identify elements for software development that will help corporate legal entities
involve employees in work processes, create and strengthen corporate culture

Keywords: corporate culture, corporate law, efficiency, enterprise, personnel, pattern or type of behaviour

The Problem Statement

Corporate culture and corporate law are means of multidi-  of obstacles to the occurrence of the effects outlined above.

rectional influence on the efficiency of corporate legal enti-
ties with the means of generating effects related to ensuring
employee cohesion; germination of labour productivity;
production of labour discipline, motivational incentives,
a close interaction of employees. In addition, corporate law
regulates relations that may arise during the creation, per-
formance, and termination of economic activities, deter-
mines the means, forms, and structure of organising the
activities of corporate legal entities.

It is specific that corporate culture and corporate
law do not always have a positive impact on the efficiency of
business entities, while simultaneously causing a number

Suggested Citation:

Namely: communication obstacles, conflicts due to differ-
ences in labour motivation, lack of understanding of the
value and corporate importance, etc. The problem is fur-
ther aggravated by the fact that until now there is no clear
definition of these categories in the theory and practice of
management [1]. As a result, most enterprises reduce the
corporate law to a number of administrative elements and
the content of corporate culture to a “code of ethics” con-
taining a description of the basic rules of personnel activity
(namely, how personnel should perform activities, what are
the rights and obligations of personnel, including from the
standpoint of morality) M.L. Patrick [2].

Korolovych, O.0., Resler, M.V., & Pihosh, V.A. (2020). Corporate law and corporate culture as means of influencing the
efficiency of corporations. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 97-103.
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Analysis of Recent Research and Publications
According to the analysis of recent research and publications
on corporate culture and corporate law, there is no consensus
on these categories among the majority of national and for-
eign researchers. The study of these issues was conducted by
such researchers as: M.L Patrick [2], L. Savchuk, A. Burla-
kova [3], the concept of corporate culture is highlighted by
foreign researchers D. Eldridge, A.C. Crombie, G. Morgan,
There Ye. Utkin in the study of O. Dancheva [4], G.O. Bo-
lotina, N.Yu. Lyashok [5], O.S. Vikhansky, O.I. Naumov [6],
T.G. Kytsak [7], V.I. Tsikalo [8], D.B. Zadykhailo, O.R. Kibenko,
G.V. Nazarova [9].

Most researchers consider the categories of corpo-
rate culture and corporate law as a set of developed pat-
terns of personnel behaviour used to influence the efficiency
of the enterprise. Exclusively the studies of G.O. Bolotina,
and N.Yu. Lyashok [5], O.S. Vikhansky, O.I. Naumova [6],
V.I. Tsikalo [8] are focused on identifying modelling prop-
erties of corporate culture and a set of complex provisions
on the legal regulation of public relations concerning the
development and operation of an association of several
objects acting as one structure.

In particular, D. Eldridge, A. Crombie, G.O. Bolotina,
N.Yu. Lyashok [5], O.R. Kibenko [9] note that using a sys-
tem of corporate law, values, beliefs, and their transmission
to all levels of management, the impact on the efficiency of
corporations is ensured. O.S. Vikhansky and O.I. Naumov [6]
distinguish corporate culture and corporate law as means
of influencing the behaviour and actions of personnel,
which simultaneously increase/hinder the improvement of
the efficiency of individual divisions or a business entity in
this regard. X. Yang, D. Wu analyse corporate culture regard-
ing its impact on corporate performance management and

even on the environmental efficiency of the company [10; 11].
Currently, available research indicates that corporate culture
is inherently diverse, and corporate law has certain problems
with regulating the activities of corporate legal entities. This
determines the polarity of its impact on overall efficiency,
which affects specific numerical performance indicators of
individual divisions. Furthermore, researchers do not specify
under what conditions the outlined components and their
inherent means of generating effects will positively affect the
efficiency of corporate legal entities.

Purpose of the Study

The purpose consists in determining the features and basic
principles under which corporate law and corporate cul-
ture develop behavioural patterns that facilitate achieving
the goals and optimising certain processes in the activities
of corporate legal entities.

According to the purpose, the main objectives of the
study are:1) to define the essence of the categories corporate
culture and corporate law; 2) to characterise the model
basis of corporate culture and corporate law; 3) to charac-
terise personnel behaviour patterns of corporate legal enti-
ties; 4) to define the basic principles under which corporate
culture and corporate law positively affect the efficiency of
corporate legal entities.

Research Results

Researchers have different interpretations of the essence of
corporate culture and corporate law, which conditions di-
versity regarding the systematics of these categories in the
field of corporate legal entities. The analysis of modern ap-
proaches to categories and the areas of their modern sys-
tematisation (or structuring) are shown in Table 1.

Table 1. Analysis of modern approaches to corporate culture and corporate law and areas
of their modern systematisation (or structuring)

The essence of the category according to the author’'s approach

General thesis Areas of

of the author’s approach systematisation

Corporate law category

According to
A set of behavioural patterns in an organisation. It is developed management
A system of personnel ;
and shared by all members of the team [2] the system of values, behaviour modelling tools models: clan,
rules, and traditions that the personnel adhere to [2] 9 adhocracy, market,
hierarchy
A set of norms, values, beliefs that determine the way to unite groups A system.of. means O.f managing Accordin
N . - S - the association of individuals that 9
and individuals in the organisation to achieve its objectives [4] ) ! to the
is acceptable for the enterprise
Unique characteristics of the features of the organisation, the man;gleement
thing that distinguishes it from others in the industry [7] A system of tools for modelling autho?lita.rian
One of the means of performing organisational activities using | the characteristics of features liberal '
language, folklore, traditions, and other ways of transmitting of an organisation democratic
values, beliefs, ideologies of the business entity [4]
. . General thesis Areas of
The essence of the category according to the author’s approach of the author's approach systematisation
A system of essential assumptions that are accepted by members | A system of tools for modelling
of the organisation as an axiom and expressed in specific values personnel behaviour that is Absent
that determine people’s guidelines for their behaviour [3; 12; 13] acceptable for the enterprise
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Table 1, Continued

. . General thesis Areas of
The essence of the category according to the author’s approach of the author’s approach systematisation
A resource that considerably affects the performance of enterprises,| A resource of influence on the Absent

is a component of social capital [14, p. 43]

efficiency of the enterprise

Corporate law category

Civil, managerial, labour, administrative, financial, etc. rights and

obligations [8; 9]
Legal relations arising within a business association [8]

Legal relations that arise in performing business activities [8]

Complex legal relations Internal External

Relations that arise due to participation in the management and
transaction of corporate affairs to achieve certain economic

goals [15]

The right and obligation of a
particular body of the corporation
to manage and conduct the
affairs of the corporation

Absent

According to the above data, corporate culture and
corporate legal relations can transform, move from one
state to another, change the structure of the components
of influencing personnel behaviour, change the format of
managerial, administrative rights and obligations. In fact,
the combination of selected categories is a complex system
of elements that has a modelling ability. These categories
should be considered as having specific tools for modelling
personnel behaviour or managing it, based on presenting
an image of personnel interaction in specific models that
are acceptable for the efficiency of corporate legal entities.
Acceptability should be a measure of optimality that defines
efficiency in terms of comparing the results obtained with
the volume of resources spent [16].

According to the interpretation of the essence of
the category, it is advisable to present its structuring in the
context of:

« a model framework that determines the features of
influencing personnel behaviour using specific means of
generating effects (in particular, employee cohesion; produc-
tivity growth; production of labour discipline, motivational
incentives, and close interaction of employees);

« systems of types or behaviours of personnel of cor-
porate legal entities that determine the internal environment
where effects are developed, due to the fact that each em-
ployee invests energy in a common goal (efficiency of the
enterprise).

The model basis of corporate policy and corporate
law is represented by organisational and ideological ele-
ments, including a system of complex legal relations (since

corporate culture complements the content of management,
labour, administrative norms and rules).

The organisational element of the model base is rep-
resented by the following means of generating effects [3; 5]:

« a leadership system (which generates effects by consi-
dering differences in socio-cultural competence and personnel
development);

« norms of behaviour that should not automatically
transfer the problems of society’s traditions (each organi-
sation has a different list of bad corporate habits, but it is
important for leaders to identify and understand the causes
of their occurrence);

o the system of organisation of the working process
(regulation of labour discipline). In particular, it determines
what time to come and leave the workplace, the right to
leave the workplace, the dress code, and the specific fea-
tures of communicating with colleagues);

« conflict minimisation system (unity in labour moti-
vation, elimination of differences in problem setting and
decision-making);

« working communication system (absence of cultural
communication barriers in cooperation, understanding of
the essence of collective interaction by members of the mul-
ticultural environment);

« corporate style (focus on the experience of developed
countries is advisable).

Characteristics of the organisational element of the
model basis of corporate culture and corporate law are
presented in Table 2.

Table 2. Characteristics of the organisational element of the model basis of corporate culture
and corporate law of corporate legal entities

Effect

The basis

generation tools

Consideration of differences in sociocultural competence and productive
development of personnel. It is important to have social and managerial
flexibility, which is expressed in acceptance of other cultures; understanding
of individual cultural interdependencies; openness and tolerance in cultural
communication; ability to transfer knowledge in the field of personnel
management from one cultural environment to another

Leadership
system

Basic principles of positive impact on efficiency

that defines efficiency

Unity in labour motivation. It is important to prevent conflicts due to differences
in labour motivation. Motives are determined by the social environment and

Prevention of marital status.

conflicts

Elimination of differences in problem setting and decisionmaking. Existing
procedures should reflect the values, positions, and norms of behaviour of
1) persons involved in solving the problems of personnel; 2) personnel
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Table 2, Continued

The basis
that defines efficiency

Effect

generation tools Basic principles of positive impact on efficiency

Consideration of the inexpediency of the transfer of all problematic social
traditions.

Consideration of the inexpediency of performing unnecessary actions by
employees that do not lead to results

Clear regulation of labour discipline. In particular, it is necessary to regulate at
what time to come and leave the workplace; the right to leave the workplace;
a dress code that sets up a business mood and effective performance of
professional tasks; features of the communication with colleagues
Maximum elimination of cultural communication barriers in cooperation. It is
necessary to exclude the risk of communication breakdowns caused by cultural
factor.

Norms
of behaviour

Resolving situations
that personnel face
every day.

If the outlined rules
are unacceptable
or tedious for personnel,

Workflow

Communication

system Understanding of the essence of collective interaction by members of the| effective work will not
multicultural environment be possible
Focus on the experience of developed countries in management styles.
Developed countries are characterised by a democratic management style.
Corporate Developing countries are characterised by an authoritarian management style
identity and paternalistic management methods.

Rejection of the directive hierarchical management model. The situation when

the leader is a domineering, strong, authoritarian is unacceptable

Source: developed based on [2; 3; 5; 13]

In fact, the organisational element of the relevant
model framework should resolve the situations that per-
sonnel face daily. In this case, the leading role should be
played by the basic principles under which corporate cul-
ture and corporate law positively affect the efficiency of
corporate legal entities, namely [2; 8]: consideration of dif-
ferences in socio-cultural competence and personnel devel-
opment; consideration of the inexpediency of transferring
all problematic social traditions and performing unnecessary
actions by employees that do not lead to results; regulation
of labour discipline; elimination of cultural communication
barriers in cooperation; understanding of the essence of
collective interaction by members of the multicultural envi-
ronment; focus on the experience of developed countries in
management styles.

For example, in the offices of Gusto and Patagonia
corporations, leaders are guided by situation management
rules that focus on: cultural differences; relevant perception
of reality; unconventional thinking; lack of ethnocentric
arrogance.

Regarding the norms of behaviour in the offices of
Gusto and Patagonia, feasts and all other aspects of behaviour
based on unhealthy habits (alcohol, smoking), rudeness, or
a passive observer role are excluded. Since 2014, the leaders
of both companies have refused to hold corporate events in
their official format (expensive outfits, jewellery).

The ideological element of the model base is repre-
sented by the following means of generating effects [3; 17]:

o corporate traditions that arise on the initiative of the
founders or due to repeated repetition of a certain ritual by
employees;

« personal values (necessity for employees to understand
their value, corporate importance, and creativity);

« company values or basic values that are the basis of an
organisational character; development vector (study, recreation,
holiday).

Characteristics of the ideological element of the model
basis of corporate culture and corporate law are presented
in Table 3.

Table 3. Characteristics of the ideological element of the model basis of corporate culture
and corporate law of corporate legal entities

Effect

Basic principles of positive impact on efficiency

The basis that

generation tools

Focus on corporate traditions that promote employee unification and
employer brand development. Each team of employees must have at
least one office tradition that originated at the suggestion of the founders
or through repeated repetition by employees, some kind of ritual

Personnel
traditions

determines efficiency

Maximum convergence of the general orientation of interests and
aspirations of each employee. It is necessary for employees to have a
clear understanding of their value, corporate importance, and creativity
to successfully implement their own “project of life”. Inappropriate
focus on the values of sustainability and control or rivalry (innovative
thinking of person-nel in such conditions is not developed, friendship
and trusting relationships of employees are impossible)

Personal values
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Table 3, Continued

Effect
generation tools

Basic principles of positive impact on efficiency

The basis that
determines efficiency

Development of common values for all. Values should be established
in such a way as to become the basis of organisational character,
Company values and therefore the foundation of building a brand and communication

Maximum employee integration
and consistency of the
company’s activities. For that

strategy with customers. It is not advisable to focus only on the hierarchy | purpose, the dialogic framework

of values of the owners of the corporation

The study, recreation, or holidays, considering the conditions of the
external environment in which the corporation exists. Market trends | is not typical for a new employee
(including competition); technological trends; consumer needs and
behaviour; the role of personnel as intellectual capital should be

Development
vector

considered

should be interesting and
relevant to all personnel.
For example, a healthy lifestyle

who does not like sports. The
new member is uncomfortable
with other employees — they
have different values

Source: developed based on [4; 6; 13]

In fact, the means of the ideological element of the
model framework should ensure maximum unification of
employees and the constancy of the activities of corporate
legal entities. In this case, the leading role should be played
by the basic principles under which corporate culture
positively affects the efficiency of the enterprise, namely:
corporate traditions that promote unification; maximum
convergence of interests and aspirations of each employee;
the development of common values and aspirations for all;
training, recreation, holidays, considering the conditions
of the external environment in which the enterprise exists.
If these principles are followed, the dialogic framework
should be interesting and relevant to all personnel. The exam-
ple of a “shoe-free” ideological basis in Gusto offices allows
recreating a sense of home comfort in the workplace, uniting
a team of more than 600 employees. Along the way, Gusto
has developed an additional tradition - to wear unusual and
cool socks to work, which one can boast of to colleagues.
This tradition brings employees closer together. Visitors to
the Gusto office are also asked to comply with the compa-
ny’s policy, they are provided with a choice of slippers, spa
sandals, and gusto branded socks. The above contributes
to the development of the employer’s brand as a company
that not only provides a cloud-based payroll, benefits, and
HR management system for businesses but also does so
with maximum care for customer convenience. The ideo-
logical basis of Patagonia “Let My People Go Surfing” does
not allow employees to burn out, creates an opportunity to
recharge during the working day. This allows uniting the
team and working more productively. During the day, em-
ployees can visit the beach to “catch the wave” Non-surfing
personnel can go cycling, rock climbing, or opt for other out-
door activities. This contributes to the development of the
employer’s brand since Patagonia is an outdoor technology
development company.

Complex legal relations of corporate legal entities, as
an element of the model basis, are represented by the follow-
ing means of generating effects [4; 7]: balancing the interests
of the largest corporate owner and minor shareholders; in-
forming shareholders and investors about the intentions and
actions of the acquirer; means, forms, structure of organ-
ising the corporation’s activities (which objectively embody
the values of shareholders and leaders of the enterprise).

According to research on the practice of Apple, Gusto,
Toyota, Microsoft, Patagonia, each corporate legal entity
has certain behaviours that are detailed in terms of clans,
adhocracy, market, and hierarchy. Robert Quinn and Kim
Cameron of the University of Michigan drew such conclu-
sions. Notably, the outlined principles of corporate culture
and corporate law have a positive impact on the efficiency
of the enterprise, provided that clan or adhocratic types of
corporate culture are developed [6].

Conclusions

The results of the study allowed considering corporate cul-
ture and corporate law as specific means of modelling per-
sonnel behaviour or managing it. These tools pose scientific
originality, and in fact allow achieving the desired image of
personnel interaction, which is acceptable for the efficiency
of corporate legal entities. This is especially relevant since
corporate rights are inherently subjective and arise within
specific relationships based on objective law.

The basic result that poses originality was the struc-
turing of corporate culture and corporate law as systems of
means. Structuring is implemented in the context of a model
framework that defines the features and basic principles
of influencing personnel behaviour; patterns of personnel
behaviour that determine the internal environment, where
each employee invests strength in a common goal (efficiency
of corporate legal entities). The study of the model basis of
corporate culture and corporate law, their impact on per-
sonnel behaviour allowed identifying the basic principles
under which corporate culture and corporate law have a
positive impact on the efficiency of corporate legal entities.
The highlighted principles of corporate culture and corpo-
rate law provide a positive impact on the efficiency of legal
entities if clan or adhocratic types of corporate culture are
developed.

The model basis of corporate policy and corporate
law is presented:

o organisational elements. When developing elements,
the leading role should be played by the following basic
principles: consideration of the differences in socio-cultural
competence, personnel development; consideration of the
inexpediency of automatic transfer of all problematic tradi-
tions of society; regulation of labour discipline; maximum
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elimination of cultural communication barriers in coop-
eration; understanding of the essence of collective interac-
tion by members of the multicultural environment; focus
on the experience of developed countries in management
styles;

o ideological elements. When developing elements, the
following basic principles should play a leading role: cor-
porate traditions that promote unification; convergence of
interests and aspirations of each employee; development
of common values for all; training, recreation, holidays,
considering the conditions of the external environment in
which the corporation exists;

o legal relations of corporate legal entities. In the devel-
opment of legal relations, the following basic principles
should play a leading role: balance in the interests of the
largest corporate owner, minor shareholders; informing
shareholders and investors about the intentions and actions
of the acquirer; means, forms, and structure of organising
activities that embody the values of shareholders and lead-
ers of the enterprise.

The practical value of the study is to identify ele-
ments for software development that will help corporate
legal entities involve employees in work processes, create
and strengthen corporate culture.
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KopnopaTuBHe npaBo Ta KOpNopaTUBHA KyJ/ibTypa siK 3acobum
BNJMBY Ha eeKTUBHICTb po60TK Kopnopau,in

OkcaHa OmensaHiBHa Koponosu4, MapuHa BacuniBsHa Pecnep,
Bacunb ABryctnHoBumy [lirow

MykauyiBCbkunii fep)xaBHUi yHiBepcuTet
89600, Byn. Yxropoacbka, 26, M. MykayeBo, YKpaiHa

AHoTauifl. KoprioparusHe IIpaBo Ta KOPHOPAaTUBHA KY/IbTYpa € CYKYIIHICTIO 3aC00iB Pi3HOCIPSIMOBAHOTO BIUIUBY
Ha eeKTUBHICTb pOOOTI KOPIIOPATMBHYUX IOPUAUYHUX OCi0, Perymoe BifHOCHHM, SIKi MOXYTb BUHMKATHU IiJ dac
CTBOpEHHI, 3[Ii/ICHEHHSI Ta IIPUIIMHEHHs FOCIIOAAPChKOL JisIbHOCTI, BU3HaYa€ 3aco611, GOpMI Ta CTPYKTYpPY OpraHizanii
misbHOCTL. MeTa cTaTTi HOJArae y BU3HAYeHHI 0COOMMBOCTel Ta 6a30BMX IPMHIMVIIB 3a SKMX KOPIIOpPATVBHE
IPaBO Ta KOPIOpAaTUBHA KYIbTypa (GOPMYIOTh MOJeE/i IOBeiHKY, L0 JOIOMAralTh B JOCATHEHHI Lineil Ta
ONITUMI3allil TMX YM {HIIMX MPOLECIB Y His/IBHOCTI KOPIOPATUBHUX OPUANYHMUX 0Cib. MeTommKa JOCTifKeHHs
I'PYHTYETbCSA Ha METOMIaX JIOTIYHOTO aHaJIi3y, METOMI KPUTUYHOTO aHa/lIi3y HayKOBOI JIT€PaTypu Ta NPaKTUIHOTO
mocsimy. Pesynbraty JOCHIIKEHHS JO3BOMMIN PO3IVIAHYTU KOPIIOPATUBHY KY/IBTYPy Ta KOPHOPATUBHE IIPAaBO
K crenudivyHi 3aco6M MOJeMOBaHHS IOBERIHKM MTepCOHAIY 4 yrnpasiiHHsA Heo. Came Taki 3acobu popmyroTsb
HAyKOBY HOBV3HY Ta JO3BOJLIIOTD TOCAITH TAKOTO 00pasy B3a€MOJII IepCOHaITy, IO IPUITHATHWIL 111 epeKTUBHOCTL
po60TH KOpIIOpaTHBHUX IOPUANYHUX 0Cib. BaszoBuM pesynbrarom, Mo GopMye HOBUSHY CTAIO CTPYKTYPYBaHHS
KOPIIOPaTUBHOIL KY/IBTYP) Ta KOPIIOPATMBHOTO IIPABa, L0 peajli3oBaHe y PO3pisi: MOMIEIbHOI OCHOBHU, KA BU3HAYAE
ocobmmBocTi Ta 6a30Bi MPUMHINUIM BIUIMBY Ha MOBEAIHKY IEepCOHANy; MOfesell MOBeAiHKYM B opraHisarii, 1o
BU3HAYAIOTh BHYTPIIIIHE CepefiOBUILIE, Jie KOXKeH CIiBpOOITHUK BK/IAJIA€ CUIN B CIIIbHY MeTy (e eKTUBHICTb poboTH
HifpreMcTBa). BUBYEHHS MOZIe/IbHOI OCHOBY KOPIIOPATUBHOI KY/IBTYPY Ta KOPIIOPATUBHOTO IIPaBa, MOJie/Iel! IIOBEiHKI
B opraHisanii 70o3BO/IMWIO OKpecIUTU 6a30Bi IPUHIMNIIN, 33 AKNMX BOHU HO3UTVMBHO BIUIMBAIOTh Ha e(DeKTUBHICTD
po6OTH KOPIIOpPAaTMBHUX OPUAMYHMX OCiO. BupineHi NpMHIMIN KOPHOPATUBHOI KYIbTYPU Ta KOPIOPATUBHOI'O
IpaBa 3a0e3I1eYyI0Th O3UTUBHNUIL BIUIMB Ha e(peKTUBHICTb pOOOTH KOPIOPATUBHYX IOPUANYHIX 0Ci0, BUK/IIOYHO
3a yMoBM (OPMyBaHHs KJIAHOBUX 200 aIXOKPaTUYHMX TUIIB KOPHOPATUBHOI KyIbTypu. [IpakTiyHa 3HAUYIIiCTD
IOCIIiPKeHH 0JIATa€e Y BUSHAUCHH] e/IeMeHTIB [ po3poOKy COPTY, L0 JOIIOMOYKe KOPIOPATVBHIM IOPUINIHUM
oco6aM 3ay4aTy ClliBpoOiTHUKIB B po6oui ITpoliecy, a TAKOXK CTBOPIOBATH I 3MIITHIOBATI KOPIIOPATUBHY KY/IBTYPY

KntouyoBi cnoea: KopropaTnBHa Ky/IbTypa, KOPIOPAaTBHE IPaBo, ePeKTYBHICTD, HIAIPUEMCTBO, IIEPCOHAIT, MOJIe/Ib
a00 TUII IOBENiHKI
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Abstract. The key role in the creation, maintenance, and development of corporate ethics is played by codes of
corporate ethics. The relevance of the problem lies in determining approaches to the creation of the content and
the importance of codes of corporate ethics as a tool for developing the potential of the enterprise. Each company
defines its own tasks, for which it intends to use such a tool as the code of corporate ethics. Nevertheless, the creation
of the code, admittedly, extends beyond writing the text of the document. There is a specific implementation of such
documents: it is impossible to force one to comply with the code of ethics. The purpose of the study is to determine
approaches to the creation of the content and the importance of codes of corporate ethics as a tool for developing the
potential of an enterprise. The study defines the essence of the “code of corporate ethics”. Classification of existing
codes of corporate ethics is conducted. Universal codes and ethical codes, including professional and corporate
ones, are highlighted. The main functions performed by corporate codes in organisations are identified and
investigated, including the factors that determine the content of the code. Approaches to creating ethical corporate
codes are covered. Two versions of the code, such as declarative and detailed, are considered, which is reflected in
examples of actual codes. The classification of existing approaches to the codes of corporate ethics is given to build
a methodological base. The study describes the importance of each employee's adoption of the code of corporate
ethics, since only under this condition will it be implemented. Based on the above, it is recommended that at the
stage of creating the code, procedures should be provided that would include all employees of the company in
developing the document, if possible

Keywords: code of corporate ethics, corporate culture, employee behaviour, enterprise potential

The Problem statement As practice shows, codes of ethics contain resources

In recent years, many enterprises have developed codes of
corporate ethics. Corporate ethics is the result of awareness
of the professional interests, aspirations, and ideals of admi-
nistrators, managers, and actual performers. Researchers
Yu.Yu. Petrunin and V.K. Borisov [1] emphasise special meth-
ods aimed at developing the ethical basis of labour relations:
1) corporate codes, which are the central element of corporate
ethics (a collection of rules for business communication);
2) map of ethics (a set of ethical rules and recommendations
that specify the ethical code for each employee of the team
(organisation); 3) committees or certain ethics specialists (who
purposefully develop the ethical policy of the team (organ-
isation), and also solve specific ethical problems that arise
in professional practice) [1].

Suggested Citation:

for solving a fairly wide range of tasks. Therewith, there is
currently no unified methodological approach to the cre-
ation of ethical codes. One of the steps in building such
a methodological base can be the classification of existing
codes of corporate ethics given in the study.

A study of the ethical codes of leading companies
from various countries indicates that they often differ consi-
derably. The codes have different formats, different styles, and,
moreover, perform different tasks. The set tasks determine
the type of document and how it will work in a particular
organisation.

In modern conditions, investing in a person is the
most effective. In many new sectors of the economy, the
quality of human capital of an enterprise is the most crucial
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factor in its competitiveness and potential development.
A strong corporate culture is characterised by considerable
investments in professional development, advanced reward
systems, a reliable workplace, and a high level of job satis-
faction among employees. Evidently, the main role in the
creation, maintenance, and development of corporate ethics
is played by codes of corporate ethics.

Analysis of Recent Research and Publications

The problems of corporate ethics codes, their main goals,
and objectives, including issues of raising the level of ethical
awareness in the field of entrepreneurship and international
relations have been studied by both national and foreign
researchers: I. Bentham, Yu.Yu. Petrunin, V.K. Borisov [1],
M. Weber [2], I. Gerchikova, the model of which is reflected
in the study of H.Yu. Shportko [3], the conclusions of
sociologist E. Durkheim are provided in the lectures of
Yu.K. Vlasenko [4], P. Kozlovski [5], T. Parsons notedin the
study by A.V. Kravchenko [6], Y. Palekha [7], ]. Radevych-
Vynnytskyi [8], the concept of M. Friedman described
in the textbook of O.0. Okhrimenko, T.V. Ivanova [9],
G. Chaika [10], T. Chmut et al. [11].

Purpose of the Study

The purpose of the study is to determine approaches to the
creation of the content and the importance of codes of cor-
porate ethics as a tool for developing the potential of an
enterprise.

Research Results

The code of ethics is essentially a set of rules and standards
of behaviour shared by group members. The code sets cer-
tain patterns of behaviour and common standards for rela-
tionships and joint activities. The first universal codes, which
are a set of universal values, were collections of religious
rules. For example, the Code of the Ten Commandments is
sacred and fundamental to Judaism, Islam, and Christianity.
The code of ethics developed by the ancient Greek scholar
Pericles became the basis for ancient Greek politics and
culture [12].

A little later, private codecs began to appear that
determine the behaviour of individual social groups of society
(for example, the samurai code “Bushido”) [13]. The need
for private codes (for example, codes of associations, pro-
fessions) arose due to the fact that universal standards did
not properly regulate human behaviour in specific situa-
tions. Private ethics concretised general moral principles
regarding the specific features of a particular activity.

Currently, two types of codes of ethics are most
common - professional and corporate, which regulate the
relations of people within these groups. Depending on the
identity of the specialist (including the organisation or the
professional community), the code of professional or corpo-
rate ethics will be more considerable for them. Professional
codes regulate relations within the professional community and
are effective for the “liberal profession’, where professional
ethical dilemmas are most pronounced. One of the first pro-
fessional codes of ethics was the Hippocratic Oath - the
code of doctors. The most well-known ethical codes are rela-
ted to those professions where considerable ethical dilemmas

are set by the content of their activities (lawyers, psycho-
therapists, journalists, real estate agents, etc.). The codes reg-
ulate the behaviour of a specialist in difficult ethical situ-
ations characteristic of the profession, increase the status
of the professional community in society, and form trust in
representatives of the profession. The code also increases
the importance of belonging to a profession, its adoption
can indirectly be a rite of passage (for example, taking the
Hippocratic Oath and admission to medical work of doc-
tors). When the most considerable ethical dilemmas are set
by the organisation, the activities of employees are regulated
by the corporate code.

The root cause of ethical problems in business is
contradictions in the interests of stakeholder groups.
Business involves economic relationships between many
groups of people: customers, employees, shareholders, sup-
pliers, competitors, the government, and stakeholders. For
the most effective management, a modern manager must
consider the entire set of interests, not just the interests of
shareholders.

Stakeholder groups often make conflicting demands.
For example, a contradiction in the interests of the com-
pany and the consumer: is it possible to sell a product that
does not match the quality declared (unfair advertising)?
The company strives for the most profitable coverage of its
product and attracting customers, interest — the prosperity
of the company. The consumer is interested in the most
objective communication about the consumer qualities of
the product, interest — full awareness.

Notably, not all problems have a moral aspect. For
example, the question of whether to introduce a new product
in Europe before then in the United States has no moral
component. While the question of different quality criteria
(or different standards of information openness about the
quality of goods) for products of the same company exported
to the United States and third world countries affects moral
standards. Therefore, the most important tasks of the code
of corporate ethics are to set priorities for target groups and
ways to coordinate their interests.

The code of corporate ethics is a regulatory text on
business corporate ethics, one of the means of managing
the behaviour of employees in the sphere of their activities,
where communication participants establish and develop
business relations based on fixed ethical standards [8, p. 17].

The code of corporate ethics can perform three main
functions [10]: reputational; managerial; corporate culture
development.

The reputational function of the code is to build
trust in the company on the part of external reference
groups (a description of policies conventionally fixed in
international practice in relation to customers, suppliers,
contractors, etc.). Thus, the code, being a tool of corporate
PR management, increases the investment attractiveness of
the company. The company’s code of corporate ethics is
becoming a global standard for doing business.

The management function of the code is to regulate
behaviour in complex ethical situations. The improvement
of the efficiency of employees’ activities is conducted
through: 1) regulation of priorities in interaction with
considerable external groups; 2) determining the order of
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decision-making in complex ethical situations; 3) indications
of unacceptable behaviour.

Corporate ethics is also an integral part of corpo-
rate culture. The code of corporate ethics is a considerable
factor in the development of corporate culture. The code
can convey the company’s values to all employees, orient
employees to common corporate goals, and thereby en-
hance corporate identity. The content of the company code
is determined, primarily, by its features, structure, develop-
ment tasks, and attitudes of its administrators.

As a rule, codes contain two parts: ideological (mis-
sion, goals, values); regulatory (standards of working beha-
viour). However, the ideological part may not be included in
the content of the code. Professionally homogeneous orga-
nisations (banks, consulting companies) often use codes that
describe primarily professional dilemmas. These codes fol-
low the professional community codes described earlier.
Accordingly, the content of such codes primarily regulates
the behaviour of employees in difficult professional ethical
situations. In banking, for example, this means access to
confidential information about the client and information
about the stability of one’s bank. The code defines the rules
for managing such information and prohibits the use of
information for personal enrichment.

It primarily solves management tasks. The addition
of chapters on the company’s mission and values to such a
code contributes to the development of corporate culture.
Generally, a corporate mission is considered the social con-
cept of the business that the firm is engaged in. Therewith, the
code can have a considerable scope and complex specific con-
tent and be addressed to all employees of the company [14].

In large, heterogeneous corporations, combining all
three functions becomes difficult. On the one hand, there
are a number of rules and situations that are convention-
ally enshrined in ethical codes in international practice.
In particular, this is a policy towards customers, suppliers,
contractors; a description of situations related to possible
abuses: bribery, theft, deception, discrimination. Based on
the management function, the code describes standards of
behaviour in such situations. Such a code has considerable
scope and rather complex content [15].

Addressing it to all groups of employees in conditi-
ons of differences in the educational level and social status

of employees is difficult. Therewith, the development of
the company’s corporate culture requires a single code for
all employees - it should establish a common understand-
ing of the company’s mission and values for each employee.
In this situation, two versions of the code are used: declara-
tive and expanded. The Credo, or declarative version of the
code of ethics, has been used to present ethical principles
since the beginning of the 20™ century. Such codes include
the Credo (declaration of values) Johnson & Johnson (1944),
the code “Seven spirits (principles)” of the conduct of emp-
loyees of Matsushita Electric (1933). They describe the gen-
eral principles of employee behaviour at the declaration
level.

In general, the declarative version is only an ideo-
logical part of the code that does not regulate the behaviour
of employees. For example, Credo includes 4 expanded val-
ues, Seven spirits — seven basic principles. Therewith, in
specific situations, employees themselves must understand
how to behave based on basic ethical standards. Similar
codes are still in force today. However, in some cases, it is
difficult for employees to estimate the ethical validity of a
particular action based on general principles. Thus, in order
for the code to actually work, companies resort to constantly
broadcasting these principles through “singing the anthem,”
regular discussions, and other corporate rituals. Thus, the
declarative version of the code primarily solves the prob-
lems of developing corporate culture. Therewith, to provide
the code to the community and solve specific management
tasks, it is necessary to develop additional documents.

Since the 1980s, an extended version of the code
with detailed regulation of the ethics of employee behaviour
(P&G, BP) has also become widespread. It included specific
regulation of employee behaviour in certain areas where
the risk of violations was high or difficult ethical situations
arose. These regulations were described as rules regarding
customers, consumers, the state, political activities, conflicts
of interest, and occupational safety. Therewith, the large
volume and complexity of the content of such codes deter-
mine their selective addressing. In most companies, such
codes are developed for top and middle management and
are not a common document that unites all employees.
Classification of existing approaches to corporate ethics
codes to build a methodological base is shown in Table 1.

Table 1. Approaches to creating ethical corporate codes

Approaches Professional Declarative Expanded
Example PrivatBank, Agricole Bank Johnson & Johnson, Panasonic BP Amoco, P&G
Company Professionally homogeneous

characteristics enterprises

Large, professionally non-homogeneous enterprises

Describes professional ethical dilemmas,
standards of behaviour. May contain an
ideological part

Content

Describes the ideology and

Describes policies for
key groups and regulates
employee behaviour. May

contain an ideological part

general rules of conduct

Can perform all three functions:
reputation, management, and corporate
culture development

Main functions

Performs mainly the function of
developing corporate culture and

Performs reputational and

partially managerial managerial functions

Addressed to All employees Mostly managers
Format Professmnalipresentatlon language, Clear text, small volume Speqlal terminology,
considerable volume considerable volume
Source: [6]
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Conclusions

Thus, each company defines its own tasks, for which it
intends to use such a tool as the code of corporate ethics.
Nevertheless, the creation of the code, admittedly, extends
beyond writing the text of the document. There is a specific
implementation of such documents: it is impossible to force

one to comply with the code of ethics. Therefore, in order
for it to really work, even at the stage of its creation, it is
necessary to provide for procedures that include all em-
ployees of the company in the document development pro-
cess, if possible. The code of corporate ethics will actually
be implemented only if each employee adopts it.
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Kopekc kopriopaTUBHOI €TUKU SIK IHCTPYMEHT
pPO3BUTKY NOTeHUiany nignpueMcTB
Bacunb ABryctnHoBuy [lirow

MykauyiBCbkui fepxXxaBHUI yHIBepCUTeT
89600, Byn. YxxropoacbkKa, 26, M. MykauyeBo, YKpaiHa

AHoTauis. OcHOBHY ponb y GOopMyBaHHi, HifTpUMI i PO3BUTKY KOPIOPATUBHOI €TUKU BifjirpaloTh KOpeKCU
KOPIIOPaTUBHOI €THKI. AKTYa/IbHICTb IIPOO/IeMI IIO/IATAE Y BY3HAYCHHI MiTXO/iB 10 GOpMyBaHH 3MICTY Ta 3HAYYIOCTI
KOJIEKCiB KOPIOPAaTUBHOI €TUKM K iHCTPYMEHTY PO3BUTKY IOTEHIlany MmifinpueMcTBa. Ko)kHa KoMIIaHiA BM3HAYae
BJIACHI 3aBJaHHA, IS BUPIIIEHHS AKUMX BOHA Ma€ HaMip BUKOPUCTOBYBATU TaKUI iHCTPYMEHT, K KOJEKC
KOPIIOPaTUBHOI eTHKU. AJIe CTBOPEHHs KOJIEKCY, IIPUPOIHO, He 0OMEXXYETCS TIIbKI HAIIMCAHHAM TEKCTY JOKYMEHTA.
Icnye cnienudika BUKOHAHHSA HOIIOHNX TOKYMEHTIB: 3MyCUT!I BUKOHYBATH €TUYHMIIL KOJ,EKC He MOXKHA. MeToo cTaTTi
€ BU3HAYCHHS IIIXOMIB 10 GOpMyBaHHS 3MICTY Ta 3HAYYIIOCTi KOILEKCIiB KOPIIOPATUBHOI €TUKY K iIHCTPYMEHTY
PO3BUTKY IOTEHIia/Ty IIJIPUEMCTBA. Y CTATTi BUSHAYEHO CYTHICTh IOHATTA «KOJEKC KOPIOPATUBHOI €TUKI».
ITpoBenena kracudikanisa icHyI0UMX KOIEKCiB KOPIIOPATNBHOI eTHKI. BOKpeM/IeHO yHiBepcaIbHi KOTeKCH, eTUYHi
KOJIeKCH, 30KpeMa mpodeciiini Ta koprnoparusHi. BusHadeHo Ta [JOCIifXKeHO OCHOBHI QyHKIII, sIKi BUKOHYIOTDH
KOPIIOpATVBHI KOJEKCU B OpraHi3allifx, Ta Y1M 00YMOBIIOETbCA 3MICT KOeKCy. PO3KPUTO HigX0nm O CTBOPEHHs
€TUYHNX KOPIOPATUBHUX KOAEKCIB. PO3INAHyTO Taki fBa BapiaHTM KOJEKCY, AK NEK/IApPAaTUBHUI I pO3TOPHYTHIA,
110 BifOMTO Ha IpUK/Iaax peajbHUX iICTOpMYHUX KofeKciB. HaBeneno kmacudikario icHyo04nX mifixofiB KofjeKciB
KOPIIOPaTMBHOI €TUKY 3 METOI0 NOOYHOBM METOHO/MOIYHOI 6asy. OXapaKTepi30BaHO BOKINBICTD IPUITHATTS KOXKHNIM
CIiBpOOITHMKOM KOIeKCY KOPIIOPATUBHOI € TUKM, OCKIIbKY Ti/IbKM 3a TAKOI yMOBM BiH OyJie pea/IbHO BUKOHYBATHUCA.
Buxopsun 3 1poro, 6y10o 3po671eHO peKOMEH/AIlil0 Ha eTalli CTBOPEHH:A KOJeKCy IepenbadaTyt Mpouenypu, saxi
BKJIIOYA/IM 6 y IIpoLiec po3poOKIM JOKYMEHTa II0 MO>K/IMBOCT] BCiX CIIBPOOITHUKIB KOMIIaHil

KniouoBi cnosa: KofeKc KOPIOPaTUBHOI €TUKM, KOPIIOpaTMBHA Ky/lbTypa, IOBEJiHKa MpalliBHMUKIB, MOTEHIial
IiIPUEMCTBA
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Abstract. The current stage of development of the institutional structure of the world and national economies is
characterised by a permanent strengthening of integration tendencies, the essence of which is in the desire of business
entities to establish long-lasting relations in all spheres of activity. One of the results of such integration processes is
the enhancement of the role and scope of activities of integrated corporate structures. Therefore, the purpose of the
article is to explore the conceptual foundations of corporate integrated structures formation. Achieving this goal is
based on methods of analysis and synthesis, induction and deduction. The article examines the essence of integrated
corporate structures, the prerequisites for their emergence, as well as the key motives for enterprise integration. The
necessity to make decisions regarding the formation of integrated corporate structures on system-synergistic basis,
aimed at improving management systems as well as improving information systems in the management sphere, has
been determined. The main features of integrated corporate structures have been identified. Systematisation of forms
of corporate integration within horizontal and vertical types has been considered. Considering the participation in the
corporate structures of enterprises of different fields of activity, to successfully manage them, it is necessary to identify
the features of formation of corporate structures depending on the characteristics of economic activity and ensure a
permanent flow of information from subsidiaries to the central company or from subsidiaries to the main enterprise
considering regulatory and legislative regulation. The results of the study allow deepening the understanding of the
theoretical aspects of the formation of integrated forms of enterprise and can be used in substantiating the directions
of enterprise consolidation in the conditions of foreign trade liberalisation and strengthening of competition in the
world market of goods and services

Keywords: integration, synergism, integrated corporate structure, competition, international competitiveness

The Problem Statement

Ensuring balanced social and economic development of
Ukraine requires existence in the real sector of the economy
of such structures, that would contribute to the formation
of market mechanisms of management, development of
economic competition, increase in production efficiency,
increase in investment volumes and innovative poten-
tials. The modern historical stage of the evolution of the
economic sphere of life, covering the past and the begin-
ning of the 21 century, is characterised by the process of
emergence of new and wide differentiation of types of
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economic entities. In particular, in scientific economic
literature such new organisational economic structures as
corporation, trust, concern, multinational corporation,
holding, financial and industrial groups, cartel, syndicate,
consortium, cluster, strategic alliance, virtual corporation
etc. are identified. Research on the potential of integrated
business structures in Ukraine is relevant in the context of
competitiveness of the national economy, modernisation,
and development of basic industries, raising social standards
and the level of well-being of citizens.

Puhachevska, K.Yo., Homba, A.V., & Smochko, V.Yu. (2020). Conceptual bases of corporate integrated structures formation.
Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 108-113.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 108-113 108




Analysis of Recent Research and Publications

Leading developers of the concept of integrated corporate
structures, both in terms of scale and depth of study of
the new business structures emergence, are presented in
works of E. Toffler [1], A. Thomson [2], A. Kushneruk [3],
L. Holovkova [4], L. Fedulova [5], Yu. Umantsiv [6; 7],
T. Kalchenko, V. Yurchenko [8] etc. At the same time, issues
concerning the conceptual approaches of integrated cor-
porate networks formation on system-synergistic basis,
aimed at improving the management systems by developing
and making more informed management decisions, impro-
ving information systems in the management sphere remain
insufficiently researched.

Setting the Objectives

The aim of the article is to explore the conceptual founda-
tions of corporate integrated structures formation. Achiev-
ing this goal is based on methods of analysis and synthe-
sis, induction and deduction, based on a comprehensive
approach to the consideration of the categorical apparatus
in the context of the study object.

Results and Discussion

One of the main trends characterising the world economy
at the present stage of development is its globalisation. At
the same time, interstate and intercompany competition
for economic resources and sales markets is increasing,
and the interstate unions of related countries are being
phased in to create global advantages over common compe-
titors in the world market. Integration processes at the regi-
onal and interstate levels are gradually leading to a weak-
ening of the importance of individual national economies.
On the other hand, globalisation leads to appearance of
new strategic approaches in many sectors.

At the same time, integration in economic activity at
the company level receives a powerful impetus for develop-
ment: an ever-increasing level of international competition
is forcing companies to seek ways to combine potentials
and cooperation in the struggle for survival, or for mar-
ket leadership. Establishing business partnerships between
companies from different countries and creating corporate
structures of varying degrees of integration is one of the
most common organisational strategies in recent decades.

Often, companies create one or another interaction
mechanism that allows them to maintain the status of a
legal entity and at the same time cooperate with other
enterprises. In this context, a fundamentally new type of
companies arises — more precisely, this is not about indi-
vidual enterprises, but about associations of legal entities.

Until now, there is no universally accepted term for
such associations - the concepts used in the literature are:
“integrated corporate structure”, “connected diversified
system’, “interglomerate”, “integrated business group” and
also “metacorporation”.

An integrated business group is understood as a set of
enterprises and organisations, the coordination of which
goes beyond the scope of ordinary contracts and occurs

while maintaining the status of partners in the group as
separate economic entities, while at the same time identi-
tying the central element that performs the coordination
functions. Enterprises included in the integrated business
group retain legal independence, but lose economic inde-
pendence. Integrated business groups include all associati-
ons of holding-type enterprises: vertically and horizontally
integrated, mixed and diversified [7].

Regarding the definition of metacorporation, the
most comprehensive is the concept of three criteria for
an integrated corporate structure, formulated by J. Pappe,
according to which the metacorporation is “...a combina-
tion of several economic agents (legal entities, as well as
organisations that are not legal entities), satisfying the
following requirements” [7].

1. At least part of the economic agents are commercial
organisations operating with a view to profit;

2. Between agents, there are stable relationships that
are more stringent than market ones;

3. There is a strategic decision-making centre, which
can be either a legal entity or a group of individuals — owners
and top managers; this centre is called the central element.

Thus, an integrated corporate structure (ICS) is
considered as a combination of business entities of pro-
duction, financial, credit, trade, scientific, technical and
other profiles based on the consolidation of assets, primar-
ily in the form of shareholders or on the basis of contrac-
tual relations, to achieve common economic goals (i.e.,
not so much as a separate company, but as system of inte-
raction between business entities). A prerequisite for the
creation or reform of such structures is the development
of organisational projects containing evidence of the syn-
ergistic effect of future joint activities of business entities
intending to unite.

In the world practice, various types of integration of
firms have developed, which vary depending on the goals of
cooperation, the nature of economic relations between their
participants, and the degree of independence of enterprises
included in the association.

The purpose of creating ICS is:

1) improving the efficiency of production and economic
activities, minimising production and transaction costs;

2) the growth of capitalisation of the company due to
the combination of assets of several organisations;

3) creation of optimal technological and cooperation ties,
freedom of maneuver by resources;

4) increasing export potential and penetration into the
international market and consolidating on it;

5) acceleration of scientific and technological develop-
ments and their implementation in production (innovation);

6) improving investment attractiveness due to increased
financial stability, attracting investment.

Thus, the economic prerequisite for ICS is the desire
to increase the competitiveness of participants (units included
in ICS) by combining their assets (tangible, intangible and
financial) [7].
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The peculiarities of integrated corporate structures
include:

- awide range of activities carried out by different legal
entities, that require coordination in accordance with the
target guidelines of the members of the association;

- the intertwining of economic interests of various
corporate structures, the organisation of viral and special-
ised functions of corporate governance, and the necessary
additional knowledge of the scale and complexity of the
problems and the degree of coordination of problems;

- the flexibility and mobility of corporate structures,
as well as the degree, depth, and nature of the connections
between participants;

- orientation of integration interaction participants on

achieving the synergetic effect as a guarantor of expediency
of every participant in joint activity;

- the complexity of corporate governance due to the
need for accounting, reconciliation and implementation of
conflicting interests of the corporate structure, as well as
opacity of manager and owner relationships;

- the presence in the corporate structures, along with
the parent companies of other “profit centres’, which sig-
nificantly affect the processes and results of corporate in-
teraction.

The literature shows, that there is a wide range of
types of corporate structures. One of the most widely used
classifications is by the property-based associations and by
contractual forms of associations (Table 1).

Table 1. The main types of corporate structures

Types Characteristic

Property-based associations

A group of companies where the management or parent company owns controlling stakes in other companies and
performs controlling functions related to them. Subsidiaries carry out independent business activities. The parent

Holding

company in most cases does not conduct its own business activities; it exercises ownership and disposal rights for
shares. Holding advantages: simultaneous consolidation of financial resources; concentration of research activities
in the parent company; free, operational management of companies in the field. A distinction is made between a

pure holding (performing only financial and controlling functions) and mixed (the above functions and independent

participation in business)

An association for the production of technologically unrelated products, the so-called closed capital market, within
which the money from diversified activities is concentrated. Properties: wide decentralisation of management: the
responsibility for making decisions and ensuring profitability lies on the branches themselves; senior management
focuses on strategic decisions and does not engage in ongoing planning; conglomerates are formed by the
absorption by a large company of several dozen small and medium-sized firms of various industries and fields of
activity that do not have production, marketing, or other functional ties between themselves

Concern | Conglomerate

of operation

A long-term consolidation of companies related by common interests, contracts, capital, participation in joint
activities, where the parent company most often is the production company, which holds controlling stakes in
subsidiaries. Properties of the concern: centralisation of operational management; orientation on a long period

An association in which its member companies merge into a single production complex and lose their legal, industrial and

Trust

considered

commercial independence. All merged companies are subordinate to one parent company. The total profit of the trust is
distributed in accordance with the equity participation of individual companies. The toughest of all forms of association

A temporary union of independent companies, the purpose of which is the different types of their coordinated

Consortium

entrepreneurial activities. The organisation of the consortium is formalised by agreement. This form of association
is convenient for the joint struggle to receive large orders or projects and their joint implementation. Advantages: the
urgency of the association (for a specified period); the companies included in the consortium fully retain their legal
and economic independence, except for the part that is associated with the achievement of the objectives of the
consortium; companies can simultaneously enter into several consortiums, as they can simultaneously participate

in the implementation of several projects. Disadvantage: companies do not integrate, but only pool resources, and
therefore there are fewer opportunities for mutual control

The combination of companies of the same industry, which enter into an agreement with each other regarding
various aspects of commercial activity, a form of conspiracy of a group of manufacturers in order to completely
or partially eliminate competition between them and obtain monopolistically high profits. A cartel agreement has

Cartel

a direct relationship: with the characteristics of the product, with the degree of concentration of production, with
market conditions. The following features are characteristic of the cartel: the contractual nature of the association;

preservation of ownership rights of cartel participants in their companies; a combination of companies in the
same industry; joint activities for the sale of products, in some cases extended to the production of products;the
existence of a coercive system, including the identification of violations and sanctions against violators

Pool

A temporary association of companies in which the profits of all participants in the pool go to a common fund,
and then are distributed between them according to a predetermined proportion. It is a kind of cartel

Strategic
alliance

in a capital is not created

An agreement on cooperation of several independent companies to achieve a specific commercial goal and to obtain
a synergistic effect from combining mutually complementary strategic resources of companies. Properties: it is not
an independent legal entity; it is created for the implementation of large investment projects; the possibilities of
coordination of the alliance members and the degree of mutual control are reduced, since a system of participation
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Table 1, Continued

Syndicate

Anassociation of homogeneous industrial companies created with the aim of marketing products through acommon
sales office. Properties: participants retain legal and industrial independence, but are limited commercially; the
products of the syndicate participants are sold centrally through a single sales agency, which is either re-created or
its functions can be assigned to one of the participants; depending on the terms of the agreement, not all, but only
a certain part of the products of the syndicate participants may be sold through a single body

Source: conducted by the authors on the basis of [9-12]

In the context of corporate integration, it is also
worth mentioning such a process, as mergers and acqui-
sitions (M&A) [13]. They are implemented through hori-
zontal, vertical integration and diversification. Horizontal
integration is accompanied by the acquisition by a firm of
other firms engaged in the same business. A kind of hori-
zontal integration is diversification, which means associations

of firms whose technological processes are in no way related.
Vertical integration — combining firms that are engaged in
several stages of the production process, from production
to sale of products.

Statistics show the high increase in a number of
M&A transactions in 1985-2019. In 2019, the total amount
was 49.8 ths. deals (Fig. 1) [14].
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Figure 1. Number of merger and acquisition transactions worldwide in 1989-2019

Source: conducted by the authors on the basis of [14]

Among M&A trends, the deal makers predict for
2020 the following [14]:

o divestitures remain popular for corporates: 75%
of corporate respondents expect to pursue divestitures
in 2020, the second-highest level in the past four years.
Change in strategy, financing needs, and divesting in
technology that no longer fits with the emerging business
model were cited as the most important reasons for divesting
a business among corporate respondents.

« data protection and related regulations, along with share-
holder activism, are among emerging M&A trends driving
strategy and activity. We're also seeing active board involve-
ment as directors track whether deals are meeting expectations;

o deal makers expect to increasingly focus on national
transactions in reaction to persistent concerns about politi-
cal and trade instability;

« despite general optimism for M&A in the year ahead,
challenges remain as deal makers faced diminishing ROI
on transactions over the last few years. Of all deal makers,
46% say that less than half of their transactions over the
last two years have generated the expected value or return
on investment.

The competitive dynamics observed in rapidly evo-
lving sectors, such as high technology, consumer services
and online retail, have been increasingly challenging the

work of competition authorities all around the world. Unlike
traditional industries, that suffer little changes over time
(e.g., extraction of natural resources or production of raw
materials), dynamic sectors are characterized by higher entry
and exit rates, as well as continuous processes of innovation
that systematically disrupt existing business models and cre-
ate entirely new markets. In such a dynamic environment, it
is very difficult to make effects-based predictions to support
enforcement decisions, especially when such actions require
a case-by-case analysis of the facts at hand [4, p. 65].

Development of corporate structures, identification
of their importance, advantages as the main subject of the
market, the role for the development of the national econ-
omy and the economies of individual regions still need
a thorough reflection [15, p. 230; 16]. Thus, the constant
evolutionary changes in corporate structures in both cur-
rent advanced market and transition economies through
consolidation of equity in large corporations is a natural
phenomenon. It became its objective basis complex of
technological chains of production, due to the processes
of deepening the division of labor and globalisation of the
world economy, which requires the implementation at the
microeconomic level not only of standard functions of
production, but also research and development, as well as
marketing in the relevant field.
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Conclusions
World experience of economic development shows, that
the sources of concentration of production are the following
processes: integration of industries and enterprises, pro-
duction diversification, merging of individual small and
medium-sized organisations into one large. The main require-
ment of a market economy is progressive transformations
associated with large-scale restructuring of the production
process, which accelerate scientific and technological progress,
increase the export potential and competitiveness of pro-
ducts, and form rational technological and cooperative ties.
In the current development of market relations
companies, especially in important sectors of the economy,
are actively using mechanisms of integration and pooling
capital to strengthen market positions, increase business

efficiency and eliminate competitors. Integration of enter-
prises is the main factor in the development of the modern
economy. It is due to the desire to obtain from the function-
ing of the integrated group of enterprises a combined result
that will exceed the sum of the results of individual enter-
prises before their union. In general, in current situation
there is a certain tendency of structuring of large businesses
and the redistribution of property. It can be predicted, that
this process will continue in the future as market economy
implies a constant struggle for dominance in a particular
area of the economy.

Prospects for further research include the need to
identify the sectoral determinants of the integrated corporate
networks formation in Ukraine.
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KoHuenTyanbHi 3acagu ¢opMyBaHHSA
KOpMNopaTUBHUX iIHTErPOBaHUX CTPYKTYp

KaTepuHa MoxedisHa Myrayescbka', AHApi Bacunbosuy Mom6a’,
Banepis lOpiiBHa CM04K0?

"MykauJiBCbKUIA flep>XaBHUI yHIBEpCUTET
89600, Byn. YxropogcbkKa, 26, M. MykayeBo, YKpaiHa

2Y)XropoAcbKuii TOProBesibHO-eKOHOMIYHUM IHCTUTYT
KuiBcbKoro HayioHasilbHOro TOproBesibHO-eKOHOMIYHOIO yHIBepCcUTeTy
88020, Byn. KopntHsiHCbKa, 4, M. Y)xropog, YKpaiHa

AHoTauif. CyvacHmil eram pPO3BUTKY IHCTUTYI[iOHAJIbHOI CTPYKTYpHM CBITOBOI Ta HAI[lOHA/JIBHOI €KOHOMIK
XapaKTePU3yEThCA INEPMAaHEHTHUM IOCU/IEHHAM iHTETPalliliHMX TE€H/I€HLiN, CYTHICTD AKUX IO/IATa€ y IPAarHeHHi
Cy0’eKTiB TOCIOJAPIOBAHHA [O BCTAHOBJCHHs NOBIOTPUBAIMX 3B’SI3KiB y Bcix cdepax pisuibHocTi. OpmHuM
i3 pesynbrariB TakmuxX iHTerpaliffHUX IIpolLeciB € IOCWICHHS poii Ta MacWTabiB MisNbHOCTI iHTErpoOBaHUX
KOPIIOPaTHBHUX CTPYKTYP. MeTO CTaTTi € HOCIi/PKeHH KOHIIENTYa/IbHNX 3acall GOpMyBaHHS KOPIOPATHBHUX
IHTErPOBAHMX CTPYKTYP. BUKOPUCTOBYIOTbCA METO aHAJIi3y Ta CMHTE3Y, iIHIYKII Ta JeAyKLil. Y CTaTTi JOCTIIPKEHO
CYTHICTPb iHTEIrPOBaHMX KOPIIOPAaTUBHUX CTPYKTYD, IMEPENYMOBM iX BMHMKHEHHS, a TaKOX K/IHOYOBi MOTHBU
inTerpauii mignpuemMcrs. BusHauyeHO HeOOXimHICTb NPMIHATTA pillleHb y 4acTUHi GOpMYBaHHS iHTEIPOBAHNUX
KOPIOPATUBHUX CTPYKTYP Ha CUCTEMHO-CUHEPTiYHUX 3acajaX, CHPSAMOBAHMX fAK Ha YNOCKOHAJEHHS CUCTEM
YIpaBJIiHHA, TaK i IOKpalleHHs cucteM iHpopMaLillHOro 3a0esledeHHs B YIPaBIiHCbKill cdepi. Inentudikosano
OCHOBHI XapaKTepHi pMCU IHTETPOBaHMX KOPIIOPAaTMBHUX CTPYKTyp. PosriAHyTo cucreMaTtnsaunio ¢opm
KOPIIOpaTHBHOI iHTerpalil y po3pisi ropu3oHTaNIbHOI Ta BepTUKaIbHOI GopM. 3 OITLANY Ha BXOIKEHHS 0 CKIAfy
KOPHOPAaTUBHMX CTPYKTYP MiANPUEMCTB PisHMX cep Ais/IbHOCTI, 3 METOIO YCIIIIIHOTO YIIPaB/IiHHSA HUMU BUHIKAE
HeoOXifHicTb B inenTH(iKaLil 0co6mMBOCTel POPMYBAHHS KOPIIOPATUBHIUX CTPYKTYP 3a/IeKHO Bifi 0COOMMBOCTEN
TOCITOIAPCHKOI Ais/IbHOCTI Ta 3abe3IeueHHs TepMaHeHTHOTO HaIXO/pKeHHs iHdopMalii Bif fo4ipHIX mifgnpremMcTs
B LIEHTPa/IbHY KOMIIaHiI0 ab0 Bifl JOUIpHIX MiANPUEMCTB IO TOJIOBHOTO iIPMEMCTBA 3 YPaXyBaHHAM HOPMaTUBHO-
IIPaBOBOIO Ta 3aKOHOJABUOTO PEryTI0BaHH:A. PesynbraTu HOCTIIKeHHS [O3BOJAITL MOITTMOUTH PO3YMiHHSA
TEOPETUYHIX aCIeKTiB popMyBaHHA iHTerpoBaHMX GOopM opraHisauii mianpueMcTBa i MOXYTb OYTV BUKOPUCTaHI
Ipy OOIPYHTYBaHHI HaIlpsAMiB KOHcOMifanii MNpreMcTB B yMOBaX 30BHIIIHBOTOPrOBe/NIbHOI Tibepaisanii ta
IIOCVICHHA KOHKYPeHTHOI 60pOoTbhOM Ha CBITOBOMY PUHKY TOBapiB i mocmyr

Knioyosi cnoBa: inTerpauis, cuHeprisM, iHTerpoBaHa KOPIIOPAaTMBHA CTPYKTYPa, KOHKYpeHIifd, MiXKHapogHa
KOHKYPEHTOCIIPOMOKHICTh
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Abstract. As a result of the reforms carried out in previous years, a two-tier system of public finance control
was created in Ukraine, consisting of an external independent audit and state internal financial control. Recent
changes in the current legislation and the announced plan for further transformations in the field of public
finance control require analysis of the effectiveness of previous reforms and the appropriateness of changing
the development vector of the relevant state institutions. The aim of the article is a retrospective analysis of the
effectiveness of the implementation of the internal state audit function in Ukraine, the identification of problems
and prospects for its development based on a systematic approach. The analysis of regulatory acts in the field
of public finance control proves that the subsystem of state internal financial control is developing much more
actively than the subsystem of external control. In the absence of a single concept for the development of
these subsystems, a certain inconsistency of their functioning has been observed. The main achievements in
the implementation of reforms in the government sector, carried out with the support of various international
organisations, have been characterised. It has been determined that despite a long period of development of
organisational and methodological support for the functioning of internal audit units in the public sector, as well
as intensive training of employees, the State Audit Service of Ukraine continues to record financial irregularities,
the list and amount of which remain unchanged from year to year. It has been substantiated that the described
situation bears signs of the inconsistency of the efforts made with the actual results of the reform in the internal
state audit sphere. The main reasons are the following: low salaries of employees of internal audit units that do
not meet the necessary professional competencies and experience; widespread violation of the independence
principle of internal state auditors, negatively affecting their ability to perform significant tasks; lack of accessible
training and advanced training combining theoretical knowledge and practical cases. The practical significance of
the study is to determine the prospects for the further development of the internal state audit function, to ensure
the effectiveness of which a systematic approach should be applied
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The Problem Statement

After the proclamation of independence, Ukraine began the
process of transforming the system of public finance con-
trol, which did not meet the requirements of public admi-
nistration in the new socio-economic environment. As a
result of the reform, a two-tier system of public finance con-
trol has now been established, consisting of external inde-
pendent audit and state internal financial control aimed
at maintaining the legality of the use of budget funds and
the efficiency of public bodies. The presence of these com-
ponents fully complies with international standards in this
area and is considered an integral attribute of modern civi-
lised society. That is why the construction of a two-tier sys-
tem of public finance control has become a requirement of
Ukraine’s international counterparties, and is also a part
of the Ukraine - EU action plan, for the implementation of
which several legal documents have been adopted. At the
same time, the latest changes in the current legislation and
the announced plan for further transformations in the field
of public finance control require an analysis of the effec-
tiveness of previous stages of reforms and the feasibility
of changing the vector of development of relevant public
institutions.

The purpose of the article is a retrospective analysis
of the effectiveness of the internal public audit function in
Ukraine, the identification of problems and prospects for
its development based on the application of a systematic
approach.

Analysis of Recent Research and Publications

The works of many Ukrainian scholars and practitioners
are devoted to the problems of the effectiveness of the
Ukrainian system of control of public finances, in partic-
ular the functioning of internal control and audit in public
sector bodies. In publications of recent years, sufficient

attention has been paid to the organisational, legal, and
methodological support of the subsystem of internal pub-
lic financial control. Thus, the authors M.V. Barinin and
L.Yu. Chumakova [1] analyse the results of external and inter-
nal assessments of the functioning of the internal audit sys-
tem in public and municipal sectors and identify problems
in implementing best European practices in Ukraine. Accor-
dingly, A.V. Khomutenko [2] suggests ways of improving
the control over the execution of budgetary programs on the
basis of the assessment of organisational, methodical, and
legal bases of activity of existing subjects of financial control.

In the publication of M.I. Koshchynets [3] the com-
ponents of the internal control system are examined, in
particular, managerial accountability and responsibility of
heads of budgetary institutions and their status in min-
istries, other central executive bodies, and regional state
administrations in terms of elements of the COSO model.

The work of V.E. Pikhotsky et al. [4] presents the
authors’ methodological approach to the overall assessment
of the effectiveness of public financial control and audit,
based on the application of coeflicients of control efficiency
and public audit efficiency.

The analysis of modern publications proves the focus
of research on the development of proposals for improving
the methodology and organisation of internal control and
audit in the public sphere, in particular on the basis of for-
eign best practices. Considering the problems of the effec-
tiveness of the Ukrainian system of public finance control,
most authors emphasise the effectiveness of the transfor-
mations. At the same time, recent legislative changes indi-
cate the lack of a unified concept of development of exist-
ing branches of the public finance control system (Fig. 1) and
determine the feasibility of analysing achievements and
problems, especially in the development of internal public
audit.

PUBLIC FINANCE CONTROL SYSTEM OF UKRAINE

|

|

External independent control

State external financial control (audit)]

State internal financial control

Internal control }.74.{ Internal audit ’
-

Harmonisation of state internal financial
control

Figure 1. Modern structure of the public finance control system in Ukraine

Source: developed by the authors on the basis of [6; 7]
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Research Results

The establishment of the system of independent external
control of state finances is connected with the functioning
of the Accounting Chamber of Ukraine, which is recognised
by the world community as the supreme audit institu-
tion, is a member of international organisations INTOSAI
and EUROSALI, and cooperates with them on various pro-
grams. At the same time, the reform of the functions of the
Accounting Chamber in the direction of their compliance
with the international Standards of State Audit ISSAI is
still happening at a slow pace. The main shortcomings are
certain limitations of the Chamber’s powers to control local
budgets, communal property, and other socially important
resources. National performance standards and a system
for assessing the quality of public audit also need to be
developed.

With the adoption in 2015 of a new version of the
Law of Ukraine “On the Accounting Chamber’, the inde-
pendence of the chamber was strengthened and its powers
to audit the revenue side of the state budget were expan-
ded [5]. In addition, the law contains a number of qual-
itative changes that should help reform the Accounting
Chamber and create its positive image in society.

In addition, since 2005 there has been a purpose-
ful reform of the subsystem of state internal financial con-
trol. Thus, the Concept of Development of State Internal
Financial control was adopted [6]; provisions on the orga-
nisation and implementation of internal control and inter-
nal audit have been introduced into the Budget Code of
Ukraine [8]; a number of regulations in the field of the
internal audit were developed and approved, in particular,
Internal Auditing Standards, Code of Ethics for employees
of the internal audit department, etc. [9-11].

Analysis of regulations in the field of public finance
control shows that the subsystem of state internal finan-
cial control is developing much more actively than the
subsystem of external control. In the absence of a unified
concept of development of these subsystems, there is some
inconsistency in their functioning. Thus, since 2001 the
following draft laws were registered: “On the System of
State Financial Control in Ukraine”, “On Financial Control”,
“On State Financial Control”, “On State Control Over
Observance of Budget Legislation and Responsibility for
Budget Violations”, “On Public Control Over the Use of
Funds from the State and Local Budgets”, etc. Some draft
laws were submitted to the Verkhovna Rada of Ukraine
several times or had different initiators, but none of them
was adopted. The reasons were both the low quality of
legal acts and the inconsistency of approaches to the organ-
isation of the control system between the various subjects
of the legislative initiative. Thus, a law that would lay the
groundwork for the coordinated development of parliamen-
tary and governmental branches of public finance control
has not yet been adopted.

The Sustainable Development Strategy “Ukraine —
2020% approved in 2015, aims to implement European
living standards and bring the country to a leading posi-
tion in the world in four main vectors — development, secu-
rity, responsibility, and pride. The group of reforms accor-
ding to the vector of development includes the reform of
public financial control and budget relations, civil service,
and optimisation of the system of state bodies, manage-
ment of state property. In addition, the document empha-
sises that the reform of public administration should cre-
ate an efficient, transparent, open, and flexible structure of
public administration, and the priority in public finance
management is to increase transparency and efficiency of
their distribution and spending [12].

A logical continuation of the reform process was
the adoption in early 2017 of the Strategy for Reforming
the Public Financial Management System for 2017-2020.
The main objectives of the Strategy include improving the
level of managerial accountability and the effectiveness of
internal control and audit in government bodies at the
central and local levels. At the same time, the developers
of the Strategy identify the factors that complicate the
development of state internal financial control in Ukraine,
in particular:

- failure of the central unit to harmonise coordination
functions in the field of financial management and control
in the public sector;

- partial performance of internal audit functions in bud-
getary institutions due to the lack of their understanding
by management, as well as due to inadequate professional
competence of internal auditors;

- misunderstanding of the essence of internal control
and internal audit by managers at different levels [7].

To increase the effectiveness of internal audits, the
Strategy suggests that the Ministry of Finance of Ukraine
should prepare proposals on priorities for development and
increase the independence of internal audit units, and also
introduce training programs for internal auditors [7].

At the same time, it should be noted that over
the last decade, the state bodies of Ukraine have been
cooperating on a regular basis with various interna-
tional institutions that help carry out reforms in the general
government sector. For example, back in 2005, Ukraine
began cooperation with state institutions of the European
Union in the framework of Twinning technical assistance,
which provides support for institutional and structural
reform in public administration through such cooperation
mechanisms as:

- expert assessment in the relevant field of public
administration;

— assistance to the state body in the development and
preparation of amendments to existing legal documents;

— assistance to the state body in the development of
internal regulations, procedures, instructions, etc;
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- support of the state body in strengthening its institu-
tional capacity through European experts conducting a func-
tional survey and/or comparative analysis of the existing
institutional structure of the state body;

- training of government officials by conducting relevant
seminars, trainings, internships, study visits, conferences,
round tables, discussions, etc. by foreign experts [13].

In early 2006, with the financial support of the United
Kingdom’s Department for International Development and
the Swedish International Development Agency, Ukraine’s
Public Administration Assessment was conducted under the
Support for Improvement in Governance and Management
(SIGMA) program. The SIGMA program was initiated by the
Organisation for Economic Co-operation and Development
(OECD) and the European Union and is considered one of
the European Union’s most prestigious analytical centers to
help Central and Eastern European countries modernise
their governance systems.

Thus, the SIGMA program in 2010-2012 assessed
public administration and civil service in Ukraine. As part

of the program, experts prepared relevant recommenda-
tions for effective public finance management, in particular
in the field of budget policy, financial management and
control, internal and external audit, public procurement,
and administrative services [13]. In addition to providing
expert assessment and advice in the relevant field of public
administration, staff were trained in effective methods and
procedures, assisted in drafting legislation, and aligning it
with European standards.

Currently, in the framework of bilateral coopera-
tion between the Ministry of Finance of Ukraine and the
Ministry of Finance of the Kingdom of the Netherlands,
the following project is being implemented - the Program
for the Development of Internal Auditors of the Public
Sector of Ukraine. The purpose of the program is to syste-
matise the training of internal state auditors and further
implementation of their certification. The structure of train-
ing modules presented in table 1 is similar to those used
by the Institute of Internal Auditors for the certification of
specialists.

Table 1. The structure of training modules of the Program for the Development of Internal Auditors
of the Public Sector of Ukraine

Learning unit

Structure of training modules

Terms and conditions of study

Unit A.

Novice or junior auditors
(without experience or with
experience up to 2 years and without
a certificate of unit A)

A1) Legal bases and Ukrainian
standards of internal audit
A2) Internal audit: basic principles
A3) Fundamentals of accounting skills
A4) Financial management and control

4-week training:
2 weeks - theory, 2 weeks - practice

Unit B.
Mid-level auditors
(2 to 3 years of experience and/or
with Unit A Certificate)

B1) Internal audit: advanced level;
B2) Interview skills;
B3) Sampling techniques;
B4) Reporting skills

4 modules 3-5 days each.
Based on the results of obtaining the
certificates of units A and B,
the auditor obtains a diploma,
after which 40 hours per year
of continuous study are mandatory
(seminars, specialised trainings, etc.)

Unit C.
Auditors of higher/specialised level
(with more than 3 years
of experience and with certificates
of units A and B)

C1) IT audit or
C2) Performance audit or
C3) Financial audit or
C4) Audit of EU funds

The internal auditor must pass one
of the optional modules (1 week)

Unit D.

Heads of internal audit tasks
and team leaders
(perform a managerial function,
have sufficient knowledge
and experience and/or
with certificates of units A and B)

D1) Risk-based audit planning
D2) Project management
D3) Communication skills

at the strategic level
D4) Management skills

4 modules 2-3 days each

Source: generalised by the authors on the basis of [14]
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To facilitate the understanding of the essence of
concepts and practical application of methods of various
forms of internal audit, relevant methodological manuals
were developed and published on the official website of
the Ministry of Finance of Ukraine, namely: “State inter-
nal financial control: Ukraine and European experience’,
“Internal performance audit: methodical bases and prac-
tical aspects’, “Internal financial audit”, “Indicators of the
state of internal control of public sector institutions of
Ukraine”, “Methodological guidelines for internal audit in
the public sector of Ukraine”, “Practical guidelines for imple-
menting financial management and control and strength-
ening management accountability (responsibility) in public
authorities of Ukraine”, “Internal and external assessment
of the quality of the internal audit function in public sector
bodies of Ukraine”, etc.

Thus, today in Ukraine, with the support of foreign
donors and Ukrainian legislators, an internal state audit
is being developed. Given the long time that has elapsed
since the start of implementation, the internal public audit
should provide the expected results. Therefore, let’s analyse
the current situation in this area.

The latest version of the Concept of Development of
State Internal Financial Control for the period up to 2017
contains the definition of internal audit, which means ..
activities to provide independent and objective guarantees
(ensuring confidence within reasonable limits in achieving
public and municipal sectors in a way that minimises the risk
of fraud, waste, error, or unprofitability) and consultation” [6].

January 1, 2012, was to be the official start of the
functioning of internal audit units in the central executive
bodies. The implementation of this stage was based on the
previous phase of intensive training of responsible person-
nel and the development of the above-mentioned method-
ological manuals. Therefore, during this period of time, the
internal audit activity had to achieve the set goal and show
the planned results. Instead, according to the official data
of the State Audit Service of Ukraine, almost 10.7 thousand
measures of state financial control were carried out in 2019
(including more than 1.5 thousand audits and inspections,
almost 8.8 thousand monitoring of procurement, 449 state
financial audits) at enterprises, institutions and organisa-
tions of various forms of ownership showed that the use of
state resources continues in violation of the law [15, p. 11].
During 2019, more than 1.3 billion UAH of illegal and misap-
propriated expenditures and shortages of material and finan-
cial resources were found at almost 1.3 thousand entities,
including more than 736.8 million UAH from operations
with budget funds [15, p. 12].

The main financial violations were:

- illegal spendings due to overpayment for work per-
formed and/or services provided, as well as overpayments
due to overstatement of the quantity or value of purchased
goods;

- making illegal (extra) payments from wages;

- non-accrual and non-transfer (incomplete transfer)
of revenues to the general and special (except for the special
fund of budget institutions) budget funds;

- lack of funds and material values;

— loss of income due to write-oft of receivables;

— write-off of funds for expenses/expenses without receiv-
ing goods, works or services or in amounts exceeding their
actual value;

- sale of goods, works or services (except for use, rent)
by business entities free of charge or at reduced prices;

- illegal payments to individuals (compensations, finan-
cial aid, benefits and subsidies, pensions, scholarships),
including those who were not entitled to receive them or
in excess;

- non-target expenditures, etc [15].

The list is incomplete, but it is indicative that accord-
ing to the State Audit Service of Ukraine, these violations
are the most significant and widespread. In addition, accord-
ing to the authors of the article, the list of violations has not
changed for more than 10 years. It was concluded that this
directly indicates the improper operation of internal audit
departments. The assessment of the quality of their func-
tioning conducted by the State Audit Service of Ukraine
in 2016 only confirmed this conclusion. Thus, the 2016 report
noted that the internal audit function remains incapable
and is unable to influence the state of financial and bud-
getary discipline in the relevant field. Among the main
shortcomings were the following:

- incomplete staffing of internal audit departments
and insufficient number of internal auditors;

- entrusting internal state auditors with tasks incom-
patible with their powers that cause potential conflicts of
interest;

— incorrect application of the requirements of the Internal
Auditing Standards regarding documentation, inadequacy
of audit procedures, collection of poor-quality audit evidence,
incorrect interpretation of identified violations, etc;

- lack of analysis of the facts of financial violations in
relation to the reasons for their commission and the presence
of other shortcomings;

- assignment of insignificant issues to the tasks of internal
audit, uncertainty for the study of global issues due to the
non-application of risk-based selection and other criteria in
planning;

- weak response to the results of internal audits, failure
to take measures, failure to make relevant management
decisions, even in the detection of significant violations and
facts of fraud, etc.

This indicates a low level of professional training
of relevant professionals and the lack of effective policies
and procedures that would correct the situation. At the
same time, this situation shows signs of the inconsistency
of the efforts made with the actual results of reforms in the
field of internal public audit. The analysis of the reasons
gives grounds for the formulation of the corresponding
conclusions.

First, the highly competent professionals needed
by internal audit units must have the appropriate level of
salary. However, the public sector is uncompetitive com-
pared to the private sector. Thus, after a brief analysis, it
can be noted that considering the knowledge and skills
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obtained by a certified internal state auditor in accordance
with the Program for the Development of Internal Auditors
of the Public Sector of Ukraine (Table 1) a specialist with
such qualifications can quickly get a job in private compa-
nies that are interested in the development of the internal
audit function and are able to properly assess the “market
value” of such a specialist. At the same time, in the public
sector, the specialists of internal audit departments belong
to the lower level of managers, and, therefore, do not have
the opportunity to receive a decent salary. In addition, with
the adoption of the latest amendments to the legislation
on pensions, the incentive to receive a higher pension was
lost. It is no secret that many professionals have decided
to move to the public sector in mature age -10-15 years
before retirement. Motivation is the possibility of receiving
a higher amount of pension. So far, this incentive has been
lost, but no other has been created. However, this problem
needs to be addressed immediately, otherwise the internal
audit function will not work.

Second, the inclusion of minor issues in the tasks
of internal auditors while ignoring acute operational prob-
lems, especially those with a high risk of non-compliance
with current legislation, is not due to the ignorance of inter-
nal auditors. According to the authors, these facts are directly
related to the violation of the fundamental principle of inde-
pendence. In other words, internal auditors try to avoid
complex issues because they are afraid of losing their jobs.
That is, in solving this block of issues it is necessary not
only to train specialists in risk-oriented approaches but
also to work out a mechanism to ensure their real inde-
pendence. This aspect is also related to the demotivation of
internal auditors, as the results of internal audit rarely lead
to effective management decisions. If no one is interested
in the results of the work of internal auditors, it makes no
sense to look for problems in the work of the organisation
or institution, especially if it is associated with the risk of
losing your job

Third, internal auditors need accessible training
and retraining that combines theoretical knowledge and prac-
tical cases on how to assess risk, what constitutes the work-
ing documentation, how to conduct a survey, how to write
a report so that it is accessible and understandable to users
and clearly reflects the essence of the identified problems.

It should be noted that the assessment of the quality
of functioning of internal audit units today is in accordance
with the Procedure for the Ministry of Finance of Ukraine
to assess the functioning of the internal audit system [16].
The following issues are investigated during the quality
assessment:

- status and structure of the internal audit depart-
ment, its organisational and functional independence, the
number of employees of the internal audit department
and the state of its staffing, compliance of staff with the
qualification requirements;

— availability of internal documents on internal audit,
their compliance with the Standards;

- planning of internal audit activities;

- organisation of internal audits, in particular the allo-
cation of human resources, internal audit planning and
preparation of internal audit programs based on its results;

- documenting the progress of internal audit and its results;

- monitoring the consideration of recommendations
and the results of their implementation;

- results of internal assessments of the quality of internal
audit;

- consideration of the recommendations based on the
results of previous quality assessments;

- reliability, completeness and timeliness of reporting
on the results of the internal audit department;

— the state of interaction of the internal audit department
with the structural units of the institution;

— availability of a program to ensure and improve the
quality of internal audit and the state of its implementation,
etc. [16].

As a result of the quality assessment, an appropriate
report is prepared, which outlines the general conclusions
on the results of the quality assessment and recommendations
for improving the internal audit system.

Note that this Regulation does not provide for
specific measures to implement the results of such quality
assessment. The developers emphasise the need to publish
the results of the quality assessment on the official web-
site of the Ministry of Finance of Ukraine. At the same time,
the head of the institution should inform the Ministry
of Finance about the status and method of consideration
of the recommendations “within the period set by the
Ministry of Finance” [16]. The normative act does not clar-
ify the degree of responsibility of the management of the
institution for non-compliance with the recommendations
or partial consideration of them, for failure to provide rel-
evant information or providing it in violation of deadlines.
The authors believe that the norms of the provision should
be stricter in this matter. Blurred responsibility will not
improve the effectiveness of quality assessment.

In this context, it is advisable to pay attention to the
requirements of International Standards on State Auditing,
in particular ISSAT1610 “Using the work of Internal Auditors’,
according to which the external public auditor in determin-
ing the use of internal auditors for audit purposes should
assess the following parameters:

- the extent to which the organisational status and
related policies and procedures of the internal auditors
confirm the objectivity of the internal auditors;

- level of competence of internal auditors;

— application of a systematic and disciplined approach
by internal auditors, including quality control.

If the external auditor’s assessment of these param-
eters is negative, the work of internal auditors should not be
used. Therefore, the significant shortcomings in the func-
tioning of internal public audit at the same time compli-
cate the conduct of external public audit, which in general
affects the effectiveness and efficiency of the entire system
of public finance control, and therefore requires immediate
settlement.
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The conclusions of are of particular interest. In 2018
the National Academy of Finance and Economics of the
Ministry of Finance of the Kingdom of the Netherlands
together with the Ministry of Finance of Ukraine conducted
an assessment (review) of the functioning of internal con-
trol systems. The conclusions of this joint assessment are
of particular interest. Based on the results, directions for
further development of an effective internal control system
were proposed [17]. Thus, the conclusions of experts on the
problems of internal state audit are as follows:

- until 2018, more attention was paid to the develop-
ment of internal audit than to financial management and
control;

- internal audit is overloaded with tasks of compliance
checks in subordinate institutions and state enterprises;

- internal audit should be refocused on performance
audit;

- the role of internal audit in bodies with subordi-
nate institutions and/or state-owned enterprises should
be reconsidered [17].

In addition, today the first results of the quality assess-
ment of the internal public financial control system can be
seen. This assessment was conducted by the Department
of Harmonisation of State Internal Financial Control of the
Ministry of Finance of Ukraine. The “Information on cer-
tain issues of public internal financial control in 2019”
published on the official website of the Ministry of Finance
of Ukraine, identifies the main problems that were add-
ressed during 2018 [18]. The main part of these tasks was
to increase the number of employees and fill the relevant
vacancies of internal audit units. Measures have also been
taken to ensure the organisational and/or functional inde-
pendence of structural units of internal audit, for example,
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NMpo6nemMmu Ta NnepcneKTUBM pO3BUTKY BHYTPILLHbOIO
Aep)XaBHOro ayauTty B YKpaiHi
KOnisi bopucieHa CnobogsaHuk’, Onbra MuranisHa lanac?

'KuiBCcbKui HaLioHaslbHUI €EKOHOMIYHWUI yHIBepcuTeT iMeHi Baguma leTbmMaHa
03057, npocn. Nepemoru, 54/1, M. KniB, YkpaiHa

2MykaJiBCbKWUI fep)KxaBHUIA YHIBEPCUTET
89600, Bysn. Yxxropogcbka, 26, M. MykayeBo, YkpaiHa

AHoTauif. Y pesynbTaTi mpoBefeHNUX y HomepenHi poku pedopM B YkpaiHi CTBOPEHO HBOPIBHEBY CUCTEMY
KOHTPOJIIO Jiep)KaBHMX (BiHAHCIB, 10 CKIA/IA€ThCA 3 30BHIIIHBOTO HE3a/IeKHOTO ayINTY i IepXKaBHOT'O BHY TPIIHBOTO
¢inaHcoBoro koHTpo/m0. OCTaHHI 3MiHM YMHHOTO 3aKOHOJABCTBA Ta OTO/IOLICHUIT IVTaH HOJA/IbIINX TpaHchOpMallii
y cdepi KoHTpOMIO fep>kaBHUX (iHAaHCIB mOTpeOye aHami3y edeKkTMBHOCTI momepenHix pedopm i mouinbHOCTI
3MiHM BEKTOPY PO3BUTKY Bi[JIOBiIHUX [E€P)KaBHUX IHCTUTYLIi. MeTOW CTaTTi € peTPOCIeKTMBHMII aHai3
Pe3yIbTaTUBHOCTI peanizanil ¢yHKUii BHYTPIIHBOTO Jiep>KaBHOIO ayAMUTy B YKpaiHi, BU3HAa4YeHHs IpoOeM i
NEepPCIEKTUB JI0T0 PO3SBUTKY Ha OCHOBI 3aCTOCYBaHH:A CUCTEMHOTrO MiXofy. AHajIi3 HOpMaTUBHO-IIPAaBOBMX AKTiB
y cdepi KOHTpOMIO HepkaBHMX (iHAHCIB HOBOAUTD, LIO MifiCKCTEMa [ePXKaBHOTO BHYTPIlIHBOTO (iHAHCOBOTO
KOHTPOJII0O PO3BMBA€TbCsA Habararo axkTMBHIIle HDK MificKcTeMa 30BHINIHBOIO KOHTPOJIO. 3a BiICyTHOCTI
€IVHOI KOHLeNIil pO3BUTKY 03HAYCHUX IIICKCTEM CIIOCTEPiraeThcsl IeBHA HEY3TOIKEHICTh iX (GYHKLIOHYBaHHA.
OxapaKTeplM30BaHO OCHOBHI HOCATHEHH: y peayizalil pepopM B CEKTOpi 3arajbHOTO JIeP>KaBHOTO YIPaBJIiHHA,
IO IPOBEJEHI 3a MiATPUMMKHN Pi3HMX MDKHApPOJHMX IHCTUTYLi/. BM3HadeHO, 110 HE3BA)KAOUM Ha TPUBAINIL
nepiog po3poOKM OpraHizaliliHO-MeTOLUYHOro 3abes3ledeHHs (QYHKIIOHYBaHHS MifpO3AiliB BHYTPIlIHBOTO
aymiuTy B JIep>)KaBHOMY CEKTOpi, a TaKOXX IHTeHCMBHOTO HaBYaHHA iX cIiBpoOiTHUKIB, [lepxaBHa aygUTOpPCbKa
cnyx0a Ykpainu IpomoBxye dikcyBary GiHaHCOBI OPYLIEHHS, epeliK i 06CAT AKUX 3 POKY B PiK 3a/IMIIAIOTHCA
He3MminHuMM. OOIPYHTOBAHO, 110 OIMICAHA CUTYALlisl HOCUTD O3HAKM HEBIIOBITHOCTI JOK/Ta/ieHUX 3yCub (paKTUIHNM
pesynbraTaM pedopMyBaHHA y cdepi BHYTPILIHBOTO fep>KaBHOro aygury. OCHOBHUMM IPMYMHAMY BM3HAYCHO
Taki: HM3bKMI po3Mip 3apoOiTHUX IUIAT NpaliBHUKIB Mifpo3filiB BHYTPIIHBOrO aymuTy, IO He BifNoBimae
HeoOXimHUM IpodeciliHMM KOMIETEHTHOCTSAM Ta [OCBilly; NOBCIOJHE IMOPYLICHHS IPUHIVIIY He3a/JIeXHOCTI
BHYTPILIHIX Iep>KaBHNUX ayJUTOPIB, [0 HETaTMBHO BIUIMBAE Ha iX 30aTHICTb BUKOHYBATY 3HAYYIIi 3aBIaHHA; OpaK
TOCTYIIHOI'O HaBYAHH Ta IiABUIIEHHA KBalidikanii, ki 6 IoegHyBaIN TeOPETUYH] 3HAaHHA Ta IIPAKTUYHI KeJlCH.
[IpakTryna 3HAYYLIiCTh NMPOBEJEHOIO JOCIIKEHHS MO/IATAE€ Y BUSHAYEHHI IEPCIEKTUB MOJANbIIOrO PO3SBUTKY
GyHKUII BHYTPIIIHBOTO Jep>KaBHOTO aymuTy, Aid 3abes3ledeHHs eeKTHMBHOCTI SKOI Mae 3aCTOCOBYBATHUCS
CUCTEMHUII TiIXif

Kniouosi cnosa: BHYTpillHIN Jiep>KaBHMIT ay[UT, 30BHILIHIi Ie€p>KaBHUI ayINT, CUCTEMA KOHTPOJIO Jiep>KaBHMUX
¢inancis, pedpopmu, edexTnBHicTD, PaxyHkoBa nanara, Odic GpiHaHCOBOTO KOHTPOIIO

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 114-122 122




UDC 621:364:797:664
DOI: 10.31339/2313-8114-2020-1(13)-123-128

The Development of Social Business Standards
in the Context of Restructuring Corporate Information Systems
Zinaida P. Urusova®, Valeriya I. Zubachova

Zaporizhzhia National University
69600, 66 Zhukovskogo Str., Zaporizhzhia, Ukraine

(Received: 25.01.2020, Revised: 24.02.2020, Accepted: 23.03.2020)

*Corresponding author

Abstract. The relevance of the research subject is conditioned upon the problems of informatisation of managers,
more efficient and safe business development, and social protection of workers. The purpose of the paper is to
study corporate social responsibility (CSR) as a component of national business, determine promising areas of its
development in Ukraine, study the prospects for using the basics of sustainable development in enterprises by means
of restructuring corporate information systems (CIS). Research methodology: use of statistical data to analyse the
participants of the UN Global Compact by type of organisation and field of activity, determine the specific features
of CSR. The main problems of CSR in Ukraine have been analysed. The dynamics of enterprises taking part in the
UN General Agreement in Ukraine since 2016, which have joined to implement social standards of responsibility,
have been determined. The paper systematised approaches and areas for the development of social corporate
responsibility as promoting sustainable economic development. It has been identified that the implementation of
the main provisions of the concept of sustainable development is possible by using an additional module to CIS with
information on the main provisions of the concept of sustainable development. The main problems were identified,
such as mechanisms of practical promotion of CSR; lack of finances to participate in social investment; low level
of legal awareness of business; closeness of companies to the general public; distrust of cooperation; incorrect
information about the CSR in Ukraine; prospects for the development of CSR in Ukraine. It has been determined
that the sustainable development module in CIS will be able to cover such functional tasks as training and testing
of personnel; providing information to the manager

Keywords: corporate social responsibility, socially responsible business, sustainable development, partnership, corporate
information systems, restructuring

The Problem Statement

Corporate social responsibility (CSR) has become increas-
ingly widespread in recent years. Developed countries form
the public perception of business not only in terms of its
profitability but also in terms of the price and consequences
of making a profit, that is, the market mechanism of func-
tioning of economic entities includes social and environ-
mental functions, which is reflected in the market value of
the company.

In recent years, the concept of the successful state
has been increasingly linked to global concepts of human
development and human capital, the implementation of

Suggested Citation:

which is one of the priority areas of activity of the world
community. In Ukraine, these processes are in their infancy.
Only a few managers-practitioners of leading financial and
industrial groups and companies show the greatest interest
in CSR in Ukraine.

In addition, the society has recently faced problems
of more eflicient and safe development of humanity, preser-
vation of the environment, social protection of workers,
ecologisation of production, and most importantly, infor-
matisation as one of the main impulses for the development
of progress and society. These issues are considered in the
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concept of sustainable development. The search for oppor-
tunities and methods of transmitting information about the
fundamentals of sustainable development in the most effec-
tive way is now one of the top priorities for the develop-
ment of socially ethical business and the global economy.
Thus, this method can be the introduction of additional
modules in corporate information systems (CIS) [1; 2].

Analysis of Recent Research and Publications

The research on social responsibility of business structures,
the development of business structures is widely represented
in the works of H.R. Bowen [3], M. Fridman [4]. In modern
Ukrainian science, this problemis considered by such scien-
tists as Yu.Yu. Petrunin, V.K. Borisov [5], O.Yu. Kirichenko,
V.Y. Kutsenko [6], P. Yanitsky, M.V. Fursa, [7], V.V. Dmi-
triev-Zvrudenko (8], M.I. Murashko [9], A.M. Kolot [10],
and others. However, this problem requires further in-depth
study.

Separately, the scientists who focused on studying
the features of the Ukrainian model of CSR implementa-
tion should be mentioned. In particular, V. Vorobei [11]
determines the prospects for the development of CSR and
proposals for the adoption of the National CSR strategy;
AM. Kolot [10] considers the role of social responsibility in
overcoming the economic crisis; L. Petrashko [12] studies
the involvment of Ukrainian companies in the UN Global
Compact.

A. Dubivka, S. Voitko [2], I. Lebedev [13] pay attention
to research of the concept of sustainable development from
various aspects. CIS are becoming widespread in many en-
terprises, their development, implementation and use in
various areas were considered by A. Dubivka [2], R. Litn-
arovich [14], and other scientists. However, there is still a
lack of research on CSR, almost no combination of modern
opportunities of the information space, informatisation,
and creation of modern CIS for implementing the standards
of the concept of sustainable development, even its indivi-
dual elements of social, ethical, environmental business
standards is studied.

Purpose of the Study

The purpose of the paper is to study CSR as a component
of national business and determine promising areas for its
development in Ukraine, as well as an attempt to study the pros-
pects for using the foundations of sustainable development
in Ukrainian enterprises by means of restructuring CIS.

Research Results

In the modern business environment, there is no single app-
roach to the interpretation of CSR. According to the well-
known economist M. Friedman, the social responsibility of
an enterprise is to grow and maximise profits. According to
another definition, social responsibility of an enterprise is a
way of managing business processes to ensure a positive
impact on society [1; 12; 14; 15].

The World Business Council for Sustainable Devel-
opment (WBCSD) defines CSR as the obligation of business

to promote sustainable economic development by working
with employees, their families, the local community, and
society in general to improve the quality of life [16; 17].

According to the memorandum on CSR in Ukraine,
the term CSR should be understood as the responsible atti-
tude of any company to its product or service, consumers,
employees, partners, active social position of the company,
which consists in harmonious coexistence, interaction, and
constant dialogue with society, involvement in solving acute
social problems [1, p. 178].

Among the key features of the Ukrainian CSR model
are the following [1; 11; 14; 15; 18]:

o lack of an ideology of socially responsible entrepre-
neurship and a high level of civic consciousness in Ukraine;

« the forced nature of CSR in Ukraine since for some
entrepreneurs, CSR is a response to the request of the au-
thorities, and some even consider it a form of state rack-
eteering; besides, this is indirectly confirmed by a small
number of companies that have joined the UN Global
Compact in Ukraine;

« lack of transparent procedures for developing social
policy at the level of the state, regions, and at the level of
enterprises; dependence of forms and methods of social
activity of companies on personal preferences and interests
of managers and owners, which is conditioned, in particular,
upon an increase in the role of managers in the post-pri-
vatisation period;

o high variability of forms of social activity formed at
individual enterprises and companies, in particular, through
their own balance between economic efficiency and social
necessity;

« high differentiation of social corporate benefits, which
are aimed at top managers and to some extent at highly
qualified personnel (especially recently);

« there is a considerable gap between society and busi-
ness in terms of understanding the priorities of social
responsibility.

The solution to these problems can be the intro-
duction of tax incentives for socially responsible compa-
nies. This will provide them with financial resources and
create boundaries of mutual understanding between society,
government, and business.

The practice of CSR has become commonplace for
Ukrainian enterprises, most top managers know about
CSR but not all implement it. Thus, 75% of top managers
surveyed in Ukraine are aware of CSR.

Nowadays, the key companies in Ukraine that oper-
ate corporate responsibility standards are leading transna-
tional corporations and Ukrainian companies, which are
leaders in the development of CSR trends in the Ukrainian
business environment. These are, in particular, TNK-BP
Ukraine, Siemens Ukraine, Nissan Motor Ukraine, Tetra Pak
Ukraine, Coca-Cola Beverages Ukraine, Vitmark Ukraine,
Ernst & Young, Hyundai Motor Ukraine [19].

A global initiative that allows companies to ensure
compliance of their activities and strategy with ten general
principles in the field of human rights, labour relations,
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environmental protection, and combating corruption is the
UN Global Compact (UN GC) [17]. The UN Global Compact
is a voluntary initiative that is the largest in terms of the
number of countries (more than 200) and the number of
companies (more than 6000). It unites companies, UN agen-
cies, business associations, non-governmental organisations,
academic institutions, and non-governmental organisations into
a single global forum for sustainable development through
responsible and innovative corporate leadership [18; 19].
The ten principles of the UN GC are focused on imple-
menting responsible business practices in the areas of human
rights, labour standards, environmental responsibility, and
the fight against corruption [17]. The 6GC network in Ukraine
was recognised as one of the three most active GC networks
in the world in 2009 and received an award for its contribu-
tion to the development and distribution of UN GC ini-
tiatives [17]. Since the date of the official presentation of
the UN GC in Ukraine (April 26, 2004), the number of signa-
tory companies has increased to 200 (2014) [2]. On average,
23 companies operating in Ukraine joined it every year.
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Considering that as of April 1, 2019, 1.312.302 subjects
of the unified state educational standard are registered in
Ukraine, even officially 245 socially responsible companies
are a tiny share because they make up only about 0.018%
of all enterprises in Ukraine, so one should not exagger-
ate the success and achievements of CSR development in
Ukraine [19; 20].

Analysis of the composition of participants in the
UN GC by type of organisation and field of activity also
allows determining the specific features of corporate social
responsibility. Apparently, as of April 2019, almost half (42.3%)
of those who joined the UN GC are non-governmental orga-
nisations (international and local), 9.5% are public sector
organisations. Therewith, among the parties to the Compact,
only one in seven (14.3%) is a large company. There are exactly
the same number of small and medium-sized businesses.
In addition, 16 business associations (8.5% of the popula-
tion) and 21 other organisations (11.1% of the population),
which are scientific and educational institutions, funds, and
trade unions, take part in the UN GC (Fig. 1) [1; 16; 17; 20].

2006 2007 2008 20092010 20112012 2013 2014 20152016 2017 2018 2019 2020

Figure 1. Dynamics of UN GC member enterprises in Ukraine from 2016 to March 1, 2020

Source: formed based on [1; 16; 19]

Thus, evidently, among those organisations that
demonstrate commitment to international principles of social
responsibility, large, medium and small companies make up
a minority, namely 28.6% of the population. However, it
should be considered that the number of companies that
practice CSR is not a constant value. In particular, accord-
ing to the community “Socially responsible business”, at
least 135 Ukrainian enterprises and firms take measures
related to social responsibility [20]. In practice, a company’s
formal commitment to the UN Global Compact does not
always determine its intentions to act accordingly.

The need to develop organisations and enterprises
within the framework of the sustainable development

paradigm makes it advisable to introduce an additional
module to the CIS at enterprises, which allows providing
information to personnel on the provisions of the concept
of sustainable development; improve the skills of personnel;
evaluate personnel on the use of such knowledge in work.
The functioning of such a module in the structure of CIS
will help to improve the functioning of management links
at all levels. The modern management paradigm is for-
med based on the concept of sustainable development and
integrated informatisation of management processes [2].

Accordingly, CIS and interorganisational informa-
tion systems (IOIS) have become widespread in the business
world. CIS is an information system designed for complex
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automation of all types of economic activities of enterprises,
in particular, corporations consisting of a group of compa-
nies that require unified management [14]. CIS, which are
in fact “a business process management system of an enter-
prise that supports functioning of divisions, providing dis-
tributed processing of information flows throughout the
entire technological link of management procedures” [12]
are a tool for promoting the values of sustainable develop-
ment of comprehensive informatisation of management pro-
cesses. According to R. Litnarovich, the structure of the CIS
functionally reproduces the organisational structure of the
enterprise embedded in information and telecommunica-
tions networks [14]. According to the simplified structure,
CIS can be divided according to its functional purpose for
management and according to its instrumental purpose - for
specialists and technical workers.

The problems of CSR can also be considered as a com-
ponent of the sustainable development. The goal of a busi-
ness, admittedly, is to increase profits and revenue of a
company. At the same time, CSR should be shown through
following the principles of sustainable development and
can enable the company to create its own image both in the
consumer and in the labour market [21]. The manifestation
of social responsibility of managers in this case will mani-
fest itself through investing in the restructuring of CIS by
implementing the foundations of sustainable development.
In the restructuring of CIS based on sustainable develop-
ment and through their modernisation, the social responsi-
bility of the head and the organisation in general is realised
because such investment creates the basis on which it is
possible to integrate the ideas of sustainable development
into the life of the organisation in general and its personnel
in particular [1; 2].

Modern managers’ understanding of the essence of
the concept of sustainable development determines the level
of their responsibility to society, organisation and team in
several aspects, namely environmental, economic, social, and
in the aspect of developing the information model of the
investment component in management activities. Promoting
the values of the concept of sustainable development on cor-
porate information system platforms can broadcast the
corporate mission, goals, and values of the organisation,
continuously reminding managers, specialists, and technical
performers of corporate unity in fulfilling their professional
duty to save resources.

References

Conclusions

The study of CSR in Ukraine identified considerable dif-
ferences in the understanding of CSR among entrepre-
neurs. The scale and financial situation of enterprises also
affected the perception of the essence of CSR. The con-
siderable fragmentation in citizens’ understanding of the
essence of CSR confirms that today CSR has not yet become
a strategic concept for enterprise development. In many ways,
it is hindered by an imperfect legislative framework regard-
ing the motivation to make voluntary social investments.
Ukrainian laws are exclusively compulsory and declarative
in character. This leads to the fact that relations between
business and government continue to be regulated by infor-
mal rules, so it is necessary to move along the path of for-
malising the rules of business interaction in the field of
social responsibility.

The main ideas of sustainable development are based
on three areas, namely environmental, social, and economic.
Management activities that will be improved in these three
areas should bring positive results in optimising the manage-
ment systems of Ukrainian enterprises and create a syste-
matic socio-economic effect in preserving the environment
for future generations. The authors propose integration of
the module with additional functions into CIS. The purpose
of such a module will be to disseminate the core values of
the concept of sustainable development, to provide an under-
standing of how it is appropriate to use the main provisions
of sustainable development in everyday life and work. The
sustainable development module in CIS will be able to cover
such functional tasks as training and testing of personnel;
providing information to the manager. A manager, as a pro-
fessional who uses a system approach to make managerial
decisions, needs to obtain clear information on which his
decisions can be based. An additional module in CIS will
allow managers to make more favourable decisions for the
development of humanity in general.

Restructuring of CIS at modern Ukrainian enter-
prises as a process that places direct emphasis on the con-
cept of sustainable development, indicates the social respon-
sibility of the managers of such an enterprise, therefore,
indicates their desire to improve the economic, social, and
environmental situation in the country and the world in
general.
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dopmMyBaHHA colianbHUX CTaHAAPTIB 6i3HeCY B KOHTEKCTi
pecTpyKTypu3auii KopnopaTuBHuX iHpopmaLinHUX cuctemM
3iHaiga lNeTpiBHa YpycoBa, Banepis IropiBHa 3y6a4yoBa

3arnopisbkui HaLioHaslbHUIA yHiBepcuTeT
69600, Bysn. XKykoBcbKoro, 66, M. 3anopixxs, YkpaiHa

AHoTalis. AKTya/JbHICTb TeMHU JOCIIKeHHs obOyMoBlIeHa Hpobnemamu iHdopMarusanii ympasmiHLiB, Oinbin
edexTrBHOrO Ta 0€3MeYHOr0 PO3BUTKY Oi3HECY, COLIa/IBHOIO 3aXMCTy poOITHUKIB. MeTo0 CTaTTi € JOCIipKeHH
KOPHOPATMBHOI COIiaNnbHOI BifITIOBiJa/IbHOCTI SIK CK/IaZOBOI HaIllOHATbHOTO 6i3HeCY, BUSHAYEHHS [IePCIIEeKTUBHMX
HAIPAMIB il pO3BUTKY B YKpaiHi, JOC/Ti/I)KEHHSA II€PCIEeKTUBY BUKOPUCTAaHHA OCHOB CTa/IOr0 PO3BUTKY Ha IiTIPMEMCTBAX
3acob6aMu pecTpyKTypusalil KOpHopaTuBHMX iHQOpMaLiiiHUX cucTeM. MeToaNKa JOCTI/PKEHH: BUKOPUCTAHHS
CTaTMCTUYHUX HAHVX JUIS aHayli3y cKmafy ydacHukis [obaapHoro gorosopy OOH 3a tumnom oprasxisarii Ta ceporo
HisTBHOCTI, BU3HAYEHHsI 0COOMBOCTEN COLianbHOI BifjoBiganpHoCTi 6i3Hecy. [IpoaHanisoBaHO OCHOBHI po6ieMu
colianbHOI BifmoBinanmpHOCTI 6i3Hecy B Ykpaini. BusHaueHo juHamiky mignpueMcTs — yyacHukis IenepanbHoi Yropu
OOH B Ykpaini 3 2016 p., AKi IpMegHaNINCD /I BIPOBA/I>)KeHHA COLIia/IbHUX CTaHIAPTIB BiIIOBiga/IbHOCTI. ¥ CTaTTi
0y/10 CUCTeMATI30BAHO MiAXOM Ta HAIPSIMYU PO3BUTKY COLIia/IbHOI KOPIOPATUBHOI BiIIOBITa/IbHOCT] SIK CIIPYSHHA
CTaJIOMy €KOHOMIYHOMY PO3BUTKY. BUAB/IEHO, 1[0 BOPOBA/)KEHHA OCHOBHMX IO/IO)KEHD KOHIEMIII CTa/IOr0 PO3BUTKY
MOXX/IVBE 32 JJOIIOMOIOI0 BUKOPUCTaHHS JOaTKOBOTO MOAYIIO GO KOPIOPAaTMBHUX iHGOPMALIHUX CUCTEM 3
iHpopMalji€ro PO OCHOBHI MOMTOXKEHHS KOHIIEMIHT cTasoro po3ButKy. OCHOBHMMU mpobiemaMu 0y/10 BUSHAYEHO
MeXaHi3MI [IPaKTUYHOTO 3a0XO4eHHsI COLiaIbHOI BiAIOBiia/IbHOCTI 6i3Hecy; 6pak (iHaHCIB 1 y4yacTi y couianpHOMy
iHBecTyBaHHI; HUSbKWIT piBeHb IIPaBOBOI CBiOMOCTI 6i3HeCy; 3aKPUTICTh KOMIIAHiil /IS IMPOKOI IPOMaJiCbKOCT;
HelloBipa ;o cmiBmpani; HempaBuwibHe iHQOpMyBaHHS IpO coLialbHy BifnoBimanbHicTh 6isHecy B YkpaiHi;
HepCIeKTUBY PO3BUTKY COLia/IbHOI BifiIoBijanbHOCTI 6isHecy B YkpaiHi. BusHaueHo, 1[0 MOLY/Ib CTA7IOr0 PO3SBUTKY
B KOPIOPATUBHUX iH(OPMALiTHIX CCTeMax 3MOXKe OXOIUTIOE TaKi QyHKI[OHa/IbHI 3a/5adi, SIK HABYAHHS 1 TeCTYBaHHS
HepCOHAIy; HafjlaHH:A iHpopMallii ypasiHIfo

KntouoBi cnoBa: collianbHa BifiTOBiga/IbHICTh 6i3HeCy, coljia/ibHO BiOBijanbHMIT Oi3HeC, CTaINil pO3BUTOK, TAPTHEPCTBO,
KOPIIOpaTVBHI iH(pOpMaNiliHi cucTeMI, peCTPYKTypU3allis
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Abstract. In the digital economy, the intellectual capital of an enterprise is the most important strategic resource
at the fundamental level of modern business processes; the human and relational capital of organisations is built
in accordance with the innovative potential of the enterprise. The research is devoted to the analysis of theoretical
approaches and models for studying the intellectual capital of an enterprise in the era of establishment and
development of the digital economy. The research is based on the objective principles of a system approach,
economic analysis, logical and comprehensive approaches. The paper used a set of general scientific and special
research methods (historical method, method of analysis and synthesis, abstract-logical method, graphical
construction, scientific abstraction). The paper considered the conceptual framework proposed by scientists of
various scientific areas and disciplines for identifying and substantiating the correlation between the intellectual
capital of an enterprise and economic results at the micro-level in systems theory, institutional theory, resource
dependence theory, etc., as well as the concept of the intellectual capital of an enterprise. The results of a comparative
analysis of the works of Ukrainian and foreign scientists, economists, and experts on the management of intellectual
capital of the enterprise are presented. A model of the intellectual capital of an enterprise is proposed, which
identifies 19 elements in the structure of human, structural, and relational capital of an organisation. The obtained
conclusions of measuring the intellectual capital of an enterprise can be used in the development of organisational
methods and to improve the human resource management policy of organisations. The leading vector of further
development of intellectual capital of enterprises in the digital economy should be the design of the process of
accumulation, classification, measurement and transformation of knowledge capital, as well as the development
of tools for changing its elements into materialised and innovative assets of the organisation

Keywords: intellectual capital, knowledge, information, digital economy

The Problem Statement

In the modern economy, the intellectual capital of an enter-
prise plays a leading role in the development of long-term
competitive advantages of companies, acts as a driver of
business development and improvement, a key factor in
the development of fundamental value by saving all types
of resources and increasing the return on such, contribut-
es to increasing the innovation of the organisation [1-5].
The emergence of new realities of the digital economy also
entails new conditions for the development of enterprises,
when the physical assets of companies are considered as
secondary for entire sectors of the economy and intangible
assets (knowledge and information, competency, reputa-
tion of the organisation, customer commitment, corporate
culture, etc.) “come to the fore” [6-12]. Consequently, the

Suggested Citation:

phenomenon of the potential of intellectual capital of an
enterprise, as well as the issue of its multiplication, becomes
relevant and of practical significance.

Analysis of Recent Research and Publications

The genesis of the theory of intellectual capital is character-
ised by discussions on various aspects of the problems of
development and structuring of the intellectual capital of
an enterprise, which were covered in the works of foreign
(T.A. Stiuart [4], A. Bruking [1], N. Bontis [13], P. Zambon [5],
H. Saint-Onge has described intellectual capital in the paper
by G.Ye. Mazniev, S.0. Zaika, O.V. Gridin [14], the theory
of L. Edwinson is covered in the paper by Ph.K. M’Pherson,
S. Pike [15], B. Lev [16] et al) and Ukrainian (O.M. Sobko [7],
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O.A. Grishnova [17], V. Geiets [18], O.V. Kendiukhov [19],
0.S.Litvinov[20],N.L. Gavkalova [21], V.P.Bagov[22] etal.)
scientists. Economists and scientists emphasise the impor-
tance of intangible assets in shaping the value of companies,
but the issue of managing the intellectual capital of an en-
terprise in the context of the transformation of the conven-
tional economy into a digital one remains open.

Purpose of the Study

The paper is devoted to the analysis of theoretical approaches
and models for the study of intellectual capital of an enterprise,
transformation of components of human capital, structural
(organisational) capital and relational capital, as well as their
elements on the principle of complementarity in the era of
establishment and development of the digital economy. To
achieve the purposes, the following tasks were set: to consider
and analyse the models of intellectual capital of the enterprise
of national and foreign researchers and economists; to deter-
mine the latest elements of human, structural, and relational
capital of the organisation, which are becoming important
in increasing the intangible assets of the enterprise in the digi-
tal economy; to develop a model of intellectual capital of the
enterprise with the latest components of intangible assets of
the organisation (human, structural, and relational capital).

Research Results

At the end of the last century, in the structure of business
resources of the world’s leading companies, intangible assets
accounted for about 80%, and it was due to them that enterpri-
ses created the latest processes, products, and services [23-25].
According to the analysis, 51% of foreign researchers use IC
models of other well-known scientists, 28% develop their
own classifications and approaches, and 21% of specialists
are guided by the provisions of various concepts simultane-
ously [13; 26]. The concept of intellectual capital of an enter-
prise, having become an object of intensive study, especially
since the beginning of the 21 century, was enriched with
the latest models, which did not disqualify each other since they
were used in the research of various scientists and empirical

research of economists. According to L.M. Bratchuk, in a
narrow sense, intellectual capital should be understood
as “..a set of knowledge and abilities that stimulate the
emergence of new ideas, technologies, innovations, and
can bring economic benefits” [27, p. 264]. Chronological
exploration of the actualisation of intellectual capital value
of an enterprise over the past decades proves the change
in the vector and content of intangible assets or so-called
“invisible” resources with the development of information
technologies. L. Edwinson and M. Malone in 1997 proposed
the following definition of intellectual capital of an enter-
prise: “non-intangible capital generated from a person (for
example, knowledge, skills, experience, and motivation)
and from resources (for example, computers, information
technologies) to increase the company’s value in the sense
of creating a competitive advantage” [28, p. 53]. Less than ten
years later, K. Corrado and et al at the beginning of the 21*
century suggested that intellectual capital will “..be for-
med from information obtained from computing systems,
innovative property, and economic competence” [29, p. 14].
The monograph of O.V. Kendiukhov proposed the
following groups of definitions of intellectual capital: struc-
tural, terminological, and functional-structural [19, p. 43].
V. Geiets, O.A. Grishnova, I.P. Moiseenko, and other na-
tional researchers state that the intellectual capital of an
enterprise is human resources and knowledge in a broad
sense, while other economists (O.M. Sobko, O.V. Litvinov, et
al.) consider intellectual capital as certain relations that arise
in the organisation in the process of using and reproducing
knowledge [7, p. 75; 17, p. 39; 18, p. 63; 20, p. 101].
Intangible capital in the economic literature at the
enterprise level is structured into elements of intellectual
capital of the organisation. The model of intellectual capital
of an enterprise, which is conventional and generally rec-
ognised in Ukrainian and foreign studies, includes human
capital, structural (corresponding to organisational capital in
the papers of other scientists and economists) capital, and
relational (or client) capital (Fig. 1) [3; 4; 7; 9; 12; 13; 28].

INTELLECTUAL CAPITAL OF AN ENTERPRISE

| HUMANCAPITAL | | STRUCTURAL CAPITAL | | RELATIONAL CAPITAL |
[ [ [
* Network systems
- Open policy * Technologies for business process (recognition, brand, reputation)

of opportunities and communication

« “New generation”
and new relationships of interaction

» Remote work,
as well as the possibillity of a convenient
work schedule and work space

+ Maintenance of intellectual workers
+ Training programmes for employees

+ Improving the skills of imployees
through continuous self-development
and creating appropriate conditions

support

« Technologies for customer
base support

- Effective means of communication
+ Innovative products and services

« Refusal of products and services that
were focused on outdated infrastructure

+ Providing customers with reliable forms
of cooperation in electronic form

+ Secure backup technologies
and procedures

* The ability to
“see” each customer, stakeholder

* Positive experience
of working with clients, consumers

+ Convenient and useful technolofies
for customers, potential consumers,
stakeholders

* Exchange of knowledge and
information

+ The policy of prevention of
communication overuse during
the interaction with a client

Figure 1. Enterprise intellectual capital model: new opportunities in the digital economy
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The intellectual capital of an enterprise is defined as the
knowledge, experience and professionalism of employees,
the knowledge resources of an enterprise that can be stored
in the form of intellectual property of the company, in data-
bases, systems, processes, as well as the culture of the orga-
nisation. For a more detailed analysis of this type of capital,
it is advisable to apply a model that contains three mutually
agreed components: human, structural, and relational capital.

Human capital covers the sphere of knowledge, skills,
experience, professionalism of the company’s labour col-
lective; structural capital — production processes, business
procedures, management; relational capital — relationships
with customers, subcontractors, as well as the concept of
a brand, trust, reputation, etc. In the digital economy, the
increase of human capital is impossible without improving
the skills of employees and building new management, which
eliminates authoritarian management methods and provides
for the growth of the role of social capital of relations; struc-
tural capital increasingly covers innovative technologies that
should provide all stages of production; issues of increas-
ing relational capital are designed to ensure fundamental
changes in the ways of doing business, as well as build the
latest business models in modern conditions of global dig-
italisation. J.S. Coleman, a well-known social capital theo-
rist, believed that information channels (social networks,
relationships, and information transmission) in the social
structure can bring information advantages. In this regard,
in the scientific environment, in particular, in modern papers,
R. Kaplan and D. Norton focus more attention on the role
of information capital as an important tool for support-
ing the company’s strategy [30, p. 236]. O.M. Sobko belie-
ves that information capital covers information flows and
is characterised by the ability of ordered, organised, and
systematised information at the enterprise [7, p. 87].

The development of the latest communication tech-
nologies of the digital economy has contributed to the dis-
tribution of considerable volume and speed of data about
enterprises that are not generated by the organisations
themselves and are not controlled by the latter. Conse-
quently, there is a transformation of emphasis in working
with customers and potential consumers. Experts note that
“..we can afford to lose money, even a lot of money, but we
cannot afford to lose our reputation, even a piece” [31].

Since the end of the 20" century, research on intan-
gible resources of companies has gradually been reorient-
ed, and recently it has been aimed at analysing how the
intellectual capital of an enterprise works in organisations,
how it manifests itself, as well as how people, processes,
and attitudes are mobilised in relation to it [32, p. 314].
L.V. Zhuravlova managed to establish that there is a pos-
itive relationship between the processes of functioning of
the intellectual capital of an enterprise and the return on
assets of the organisation; the influence of the efliciency of
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IHTeneKkTyanbHun Kanitan B enoxy
CTaAHOBJIEHHS Ta PO3BUTKY LMPPOBOI EKOHOMIKM
OkcaHa lpuropiBHa SBopcbKa

KuiscbKkuii HalioHanbHWI JIHMBICTUYHUIA YHIBEPCUTET
03150, Byn. Benuka BacunbKiBcbka, 73, M. KniB, YkpaiHa

AHoTaljisi. B ymoBax 111¢ppoBoi eKOHOMIKM IHTeTeKTyaIbHIIT KaIliTa/l MiAIPUEMCTBA € HAllBOX/IMBIIINM CTPATEriYHIM
pecypcoMm Ha pyHIaMeHTaIbHOMY PiBHi CydacHMX Gi3Hec-TIPOIIeCiB; a MIOACHKIMIL Ta PENAL{iHIIT KaIliTaay OpraHisariit
BUOYIOBYIOTBCS Y BIAIOBIJHOCTI /10 IHHOBAILI{HOTO IIOTEHIiaNy mifuprueMcTBa. JJoCTifyKeHHs IPUCBsIYeHe aHai3Y
TEOPETUYHUX IiIXO/IiB Ta MOJENEN 3 BUBYEHHs iHTEIEKTYa/IbHOTO KalliTaly MiAIIPUEMCTBA B €II0XY CTAaHOB/IEHHSA
Ta po3BUTKY LnppoBoi ekoHOMiKI. [IpoBefieHa aBTOpaMu CTATTi pO3BifiKa CIIMPAETHCS Ha 00 EKTUBHI MPUHIUIIN
CUCTEMHOTO IIifIXOJ[y, eKOHOMIYHOTO aHaJIi3y, TOri4HOro Ta BCeOiYHOro minxonis. Y pobori 6yB BuKopucraHuit Habip
3ara/IbHOHayKOBMX Ta CIICL[ia/IbHIX METOJIB JOC/iIKeHH (icTOpUYHMIT METOJI, METOJ] aHaIi3Y Ta CUHTE3Y, a0CTPaKTHO-
JoriyHuII MeTox, rpadiuHol mo6ynoBM, HayKOBOI abcTpakiii). ¥ cTarTi 6y/10 po3ITIIHYTO 3alpPOIIOHOBAHI BUCHIMU
Pi3HMX HAyKOBUX HAIPSAMIB Ta ZUCLVIUIIH KOHLIENTYa/IbHI paMKM [/IsI BUSIBJICHHS Ta OOIPYHTYBaHHS KOPE/IALIT MK
IHTeIeKTya/IbHMM KaIliTa/JIOM IIINIPUEMCTBA Ta EKOHOMIYHMMI pe3ynbTaTaMI Ha MIKPOPiBHI B T€OPil cucrem,
IHCTUTYI[IOHA/IBHOI TEOPil, TEOPil PeCYyPCHOI 3a/IEKHOCTI Ta iHIINMX, a TAKOXX KOHLEIIl iHTeIEKTYaJIbHOrO KaIliTamy
nipnpuemcrBa. BukagneHo pe3yn1bTaTy NOPIBHAIBHOIO aHali3y Mpalb YKPaiHCbKUX Ta 3apyODLKHUX HAyKOBIIB,
€KOHOMICTIB Ta €KCIePTiB 3 YIPaB/liHHA iHTENEKTyaTbHUM KalliTa/JloM HifiTpMEMCTBA. 3aIPOIIOHOBAHO MOJIENb
iHTe/IeKTya/IbHOTO KaIliTay MifIIPUEMCTBA, B AKiil 03HA4EHO 19 eleMeHTIB B CTPYKTYPi IIOICBKOTO, CTPYKTYPHOTO
Ta penAliiiHOro Kamitanis opraHisanii. OTpuMaHi BUCHOBKYM BMMIpY iHTeNIEKTyabHOTO KamiTamy MiflpMeEMCTBA
MOXYTb OyTV BUKOPUCTaHI IIpy po3po0O1ii opraHisamiiiHux METOIB Ta 3 METOIO YJOCKOHA/IEHHSI ITO/IITUKY YIIPaB/IiHHS
JIIOACBKUMU pecypcaMy oprasisanii. [IpoBigHuM BEKTOPOM MOJANIBIIOrO PO3BUTKY iHTENIEKTYalbHOIO KaIiTamy
HiJIPYEMCTB B YMOBaX LM(POBOI eKOHOMIKI MaIOTb CTaTy IIMTaHHA IPOEKTYBaHHA IIPOLIeCY KyMy/AaLii, kiacudikarii,
BuUMipIOBaHH: Ta TpaHcopmaTusanil 3HAHHEBOTO KAIliTay, a TAKOX pO3poOKa IHCTPYMEHTIB IIepeBOAY I1Oro
€JIEMEHTIB B MaTepiani3oBaHi Ta iHHOBaLli/IHi aKTMBY OpraHisanii

KntouoBi cnoBa: iHTe/leKTya/IbHMIT KalliTasl, 3HaHHs, iHpopMaid, 1MdpoBa eKOHOMiKa

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1) 129-134 134



https://doi.org/10.1108/jic.2006.25007daa.001

YOK 332.14:338.242
DOI: 10.31339/2313-8114-2020-1(13)-135-140

Management of Territorial Economic Development:
Project Approach

Kristina Ye. Babenko*

Ukrainian Engineering Pedagogics Academy
671003, 16 Universitetskaya Str., Kharkov, Ukraine

(Received: 18.02.2020, Revised: 17.03.2020, Accepted: 15.04.2020)

‘Corresponding author

Abstract. The urgency of the research topic is due to the need for rapid response of regions to changing environmental
processes in the context of the spread of digitalization and active introduction of innovative technologies. In today’s
market economy, project management is becoming a necessary factor in ensuring the competitive advantage of many
regions. The purpose of the article is to substantiate the need for a project approach to the management of economic
development of territories. Methods of analysis, synthesis, scientific abstraction and logical generalization are used
to fulfill the goal. Trends in the evolutionary development of project management are identified. It is noted that one
of the new alternative directions in the development of project management is flexible project management. It is
determined that at the level of regional management the project approach can be used both for the implementation
of individual projects and in the implementation of targeted programs. It is proved that an integral part of the
successful implementation of regional projects is the formation of a system of training methods and tools of project
management. The foreign experience of project management application at the regional level is analyzed and three
key models are identified: American, European, Canadian. The key principles of using the project approach to the
management of economic development of territories are identified, namely: systematization, integration, balance,
dynamism, decomposition, competence. The practical significance is to identify the features of the project approach
to regional development management, which must be taken into account: openness and publicity of regional projects;
increased control over the targeted use of local budget funds for regional projects; the complexity of assessing the
effectiveness of the regional project; difficulties in setting priorities and differentiating regional projects

Keywords: economic development, project management, regional development, flexible management methods,
regional projects, project approach

The Problem Statement

The most important strategic task of Ukraine’s economic
development is the formation of such a socio-economic
environment of the regions, which, based on the effective
use of domestic potential and capacity, can ensure the eco-
nomic development of the territories. But the main prob-
lem today is the low level of competitiveness of Ukraine’s
regions, which prevents them from being active competi-
tors in both domestic and foreign markets. Therefore, the
issue of the need to respond to market variability and its
requirements is becoming extremely timely. Due to the
global introduction of Internet technologies, economic

Suggested Citation:

digitalisation, innovations in the field of technological sup-
port, the issue of finding new approaches to management in
modern conditions is becoming more urgent. In addition,
the imperfection of the system of territorial organisation of
power and the strengthening of interregional differentiation
only increases the need for changes in management approaches.
In this context, a flexible governance model is becoming
one of the tools that allow regions to respond quickly and
adequately to the challenges and opportunities of a con-
stantly changing dynamic environment, without losing the
conditions for dynamic, balanced regional development.
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Analysis of Recent Research and Publications

Issues of research on the management of economic devel-
opment of territories are studied by many scholars, includ-
ing: V.O. Bezugla [1], Z.S. Varnal [2], N.L. Gavkalova [3],
Al Honta [4], M.I. Dolishnii [5], V. Yelinievskyi [6],
S.V. Koliadenko [7], V.S. Kravtsiv [8], E. Libanova [9],
O.V. Olshanska, O.V. Prytulenko [10], C. Fray, S. Green [11],
D.J. Fernandez, J.D. Fernandez [12], the interpretation of
R. Harrod is presented in the work of Yu.V. Kovbasiuk,
V.M. Vakulenko, M.K. Orlatyi [13], etc. Regarding the
application of the project approach to regional develop-
ment management, significant results are presented in the
works of V. Vlasenko, N. Havkalova [3], A. Honcharuk,
O.P. Kavtysh [14], V.P. Radchenko [15], E.S. Charkina [16]
and others.

Considering the efforts of scholars and researchers,
as well as government officials and representatives of self-gov-
ernment, entrepreneurs, and the public to find mechanisms
for further cooperation for the balanced economic develop-
ment of territories and regions, the processes of changing
the basics of regional governance remain topical issues,

especially in the context of growing territorial differentiation
in economic development.

Purpose of the Study

The purpose of the article is to substantiate the need for a
project approach to the management of economic develop-
ment of territories. In the context of this goal, it is necessary
to solve the following tasks: to study the evolution of project
management; to analyse foreign experience in the applica-
tion of project management; identify the features of using
the project approach to regional development management.

Results Research

To systematise, classify and organise most of the available
information on theoretical approaches to project manage-
ment, it is necessary to analyse the current work of Ukrainian
and foreign experts in this field of research, which will form
a theoretical basis for understanding the depth of the issue,
its element-by-element and detailed picture. A schematic
representation of the evolution of project management
development is presented in Figure 1.

Development of flexible
project management

Creation of integrated

automated management >

system

Development
and implementation of automated >
management systems

Development and
implementation of network

planning methods

The emergence
of project management (a

Gantt chart was developed)

1914 1950

1970

1980 1990 2000 2020

Figure 1. Trends in project management development

According to the proposed scheme, it should be
emphasised that the emergence and formation of a project
management system occurred in the second half of the
twentieth century. Previous approaches were not able to
quickly respond to the changed and complicated external
environment, the relevant economic situation, which even-
tually became the impetus for the development of theory
and the need to implement project management. An impor-
tant impetus was the development of network planning,
which became widespread in the United States in the second
half of the 1950’, but the global spread of this theory was
provided only by the development of technologies that
support full-scale implementation of personal computers.
Modern reality indicates the importance of implementing
tools and methods of project management theory in the period
of development of innovative projects, global programs in
all industries and human society.
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Project management creates advantages and unique
competencies that are extremely important for highly effi-
cient and successful activities of industry enterprises in a
competitive market environment, as well as in the realities
of the new economic situation, characterised by significant
speed and dynamics of change in certain areas. It should
also be noted that the emergence, development, and spread
of project management theory, its tools, and methods are
primarily due to the reaction of market factors to changes
in the external environment, which in its current form and
stage of development is characterised as “knowledge-based
economy’. This indicates that project management concepts
have become an important tool for modernising public
administration. O. Kavtysh confirms this [14, p. 31], empha-
sising the following advantages of the application of project
management in the context of regional socio-economic
development: opportunity to clearly distribute functional
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powers by levels of management and ensure transparency
and comprehensive control over their implementation in
the implementation of programs at the regional level; the
possibility of forming flexible structures for regional project
management, which will allow to harmoniously adjust
project management methods with strategic management;
opportunity to practically implement the strategy of tar-
geted rational accumulation, distribution, and use of project
resources according to the criterion of maximising the final
result; feedback from the population of the region, central
authorities, stakeholders, etc.

It should be noted that theorists and practitioners
have been searching for adequate project management
methods and tools for several decades. The main direction
of this search is to improve the existing methods of project
management and their adaptation to the specifics of the
activity. The traditional set of methods and tools for project
management is aimed at effective planning and monitor-
ing of work to achieve goals within budgets and calendar
deadlines. The desire to increase resource efliciency with
clear time and budget constraints should be recognised as
a key effort.

But with the continued application of the traditional
approach to project management, most practitioners have
realised the need to use fundamentally new methods and
tools for managing modern projects. According to schol-
ars [11], linear thinking, administrative procedures, and
standardised consistent practices are no longer suitable for
today’s conditions for developing new products and ser-
vices. In this context, one of the new alternative directions
in the development of project management is flexible project
management.

It should be noted that the philosophy of flexible
management is the agile approach. Despite the fact that the
concept of flexible Agile methods is actively used in the
IT industry and in other sectors of the economy, in prac-
tice, the implementation of Agile methods may be accom-
panied by certain problems which are related to the lack
of expected results in terms of flexible methods used, their
inefficiency, loss of control, etc. All this is mainly due to
incorrect interpretation of Agile principles in the imple-
mentation of this approach, lack of understanding of
key components of the methodology, lack of necessary
organisational resources and infrastructure for interac-
tion with internal and external stakeholders. Therefore,
for effective flexible project management it is important
to properly adapt the management system and the use of
flexible management methods, because the order of their
implementation and use can ensure effective development
of a particular project and the region as a whole.

It should be noted that at the level of regional man-
agement, the project approach can be used both for indi-
vidual projects and in the implementation of targeted
programs. However, it should be borne in mind that gov-
ernance at the regional level is more conservative than cor-
porate management, and therefore the implementation of
project management may be hampered by additional costs,
resistance to change, and lack of qualifications of officials.

In this context, an integral part of the successful imple-
mentation of regional projects is the formation of a system
of training in methods and tools of project management.

To increase the effectiveness of project approach
tools in the management of regional economic processes,
it is advisable to consider foreign experience, apply “best
practices” of project management, which have been success-
fully tested in developed countries. It should be emphasised
that in the developed countries the project approach is used
mainly for the implementation of regional development
strategies and programs.

Analysis of foreign experience in the application of
project management at the regional level has identified
the following models of regional development: American,
European, Canadian. The strengths of the American model
are transparency and accessibility of information, a simpli-
fied mechanism for access to financial resources, and a wide
range of spheres, industries, and areas covered by finan-
cial assistance. The weaknesses of this model are a certain
inconsistency in the provision of financial assistance and
the lack of strategic planning for US development. The
advantages of the European model include the simpli-
city of regional development projects, the systematisation
of ways to provide financial assistance, and a fairly simple
way to obtain it. The disadvantages of this model are the
uneven provision of financial resources to EU member
states. The advantage of the Canadian model is the appli-
cation of the “mixed principle” of investing in regional
development, which contributes to the creation of prereq-
uisites for the introduction of scientific and innovative
approaches to the formation and implementation of regional
development projects. But this model is characterised by
the difficulty of providing financial assistance and strict
control over its use, as well as excessive centralisation of
state institutions that take care of regional development
projects.

Summarising the analysed information on this issue,
it should be noted that there are special conditions for project
management of economic development of territories [8],
which must be considered:

1) openness and publicity of regional projects, which
involves more active participation of the scientific com-
munity, experts, entrepreneurs, and the public in their
preparation, implementation and monitoring;

2) regional projects are a practical basis for implementing
economic reforms in the region, attracting investment and
implementing an innovative model of economic development
management;

3) increased control over the targeted use of local budget
funds for regional projects to mitigate such risks as: theft of
funds and underfunding;

4) the complexity of assessing the effectiveness of a
regional project that is aimed not at achieving a commercial
goal, but at a certain social effect;

5) difficulties in prioritising and differentiating regional
projects.

Thus, the key principles of using a project approach
to managing the economic development of territories are:
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- the principle of systematicity, which means that on the
one hand, project management of regional development is
seen as a single mechanism, and on the other - as a set of
relatively independent management processes;

— the principle of integration, which allows considering
the fact that project management is primarily an integrated
process in which changes in some management processes
inevitably lead to changes in other processes;

- the principle of balance, which indicates the balance of
priorities of economic systems in the region. This principle
ensures consistency in the goals and functions of all man-
agement processes, considering the allocated resources and
developed plans;

- the principle of dynamism, which indicates the impor-
tance of optimal regional projects to achieve the ultimate
goals in terms of time, resource, and budget constraints;

- the principle of decomposition, which means that proj-
ect planning processes are based on the decomposition of

goals and work into smaller components for more effective
management;

— the principle of competence, which helps to ensure
and maintain a high level of competence in the work of the
project team.

Conclusions

The project approach is one of the innovative tools for man-
aging economic processes at the regional level, which helps
solve regional problems and effectively reform the economy.
Using a project approach will identify priority areas of re-
gions, structure them into integrated programs and projects,
clearly and unambiguously formulate goals, objectives, and
expected results, form criteria for effective implementation
of regional projects, consciously consider possible risks and
optimise resource use. The direction of further research is
the development of an algorithm for implementing the agile
approach in the activities of united territorial communities.
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YnpaBniHHA eKOHOMiIYHUM PO3BUTKOM TEpPUTOPIM:
NPOEKTHUM Nipxia
KpicTiHa €BreHiiBHa babeHko

YKpalHCbKa IHXeHepHo-regaroriyHa akagemisi
61003, Byn. YHiBepcuteTchbKa, 16, M. XapkiB,YKpaiHa

AHoTauis. AKTyaJbHICTh TeMHU HOCTIPKeHHs 0OYMOBIeHa HEeOOXifHICTIO IIBMIKOIO pearyBaHHsA pPeTioHiB Ha
MiHIMBI Ipoljecu cepefoBUIA B yMOBaX MOLIMPeHHA 1M poBisalil Ta aKTMBHOTO BIIPOBA/PKEHHS IHHOBALIITHUX
TeXHOJIOTil1. BusHaueHo, 1o y cy4acHil pMHKOBIV eKOHOMILIi YIIpaB/IiHHSA IPOEKTaMI CTAa€ HeOOXiTHNM YMHHUKOM
3abe3Ie4eHHsI KOHKYPeHTHOI IlepeBary 6ararbox perioHis. MeToro cTarTi € 00IpyHTYBaHHA HEOOXITHOCTI 3aCTOCYBaHHA
IIPOEKTHOTO MiJXO/y 1O YIPAB/IiHHA €KOHOMIYHMM PO3BUTKOM TEPUTOPIil. 3a JOITOMOT 00 BUKOPUCTAHUX METOIB
aHasi3y, CUHTe3Yy, HayKOBOI abCTpaKIil Ta IOriYHOTO y3ara/JbHeHHs BY3HAYEHO TeHAEHIIIT eBOIOLIIHOTO PO3BUTKY
yIpaBiiHHA npoexTamy. OOIPyHTOBAHO, 1O YIIPaBIiHHA IPOeKTaMy GOpPMye IepeBariu i yHikajbHi KOMIIeTeHIIil,
AKi HeoOXifHi /11 BUCOKOE(EKTUBHOIO Ta YCIIIIHOTO (QYHKLIOHYBAaHHSA TEPUTOPINl B yMOBaX KOHKYPEHTHOIO
PMHKOBOTO CEPENOBUIIA, B PEAJIiAX HOBOI EKOHOMIYHOI CUTYallil, 1[0 XapaKTEPU3YETHCs 3HAYHUMM IIBUJKOCTAMIU i
AVHAMIKOI0 3MiH B TVX 4 iHIINX 061acTaX. [JoBefeHo, 1o OHNM 3 HOBUX a/IbTePHATYBHIX HAIIPAMIB Y PO3BUTKY
IIPOEKTHOTO YIIPAB/IiHHA CTA€ THYYKe YIIPAB/IiHHA IPOEKTaMM. BusHayeHo, 1[0 Ha piBHi perioHa/IbHOTO YIIPaB/IiHHA
TIPOEKTHMIA ITiJIXi/T MOYKe 3aCTOCOBYBATUCS K I 3HiICHEHHS OKPEMIX IIPOEKTIB, TaK i B paMKax peaisalil 1iTbOBUX
nporpam. JJoBefieHO, 1[0 HEBiJj eMHOI0 YaCTMHOIO YCIINIHOI peaisaliil perioHaIbHMUX NPOEKTIB € GOPMYBaHHS
CHCTeMU HaBYaHHS MeTOJaM i iHCTpyMeHTaM IpOeKTHOro ynpasyinHaA. [IpoaHanisoBaHo 3apyObKHMIT ZOCBiA
3aCTOCYBAHHA IIPOEKTHOIO YIIPAB/IiHHSA HA PETiOHA/IbHOMY PiBHi Ta BUABIEHO TPU K/IKOY0Bi MOJIE/Ii: aMEPUKAHCHKY,
€BPOIIENIChKY, KaHa/ICbKY. B3HaueHO K/II0Y0Bi IPMHIMIIN BUKOPUCTAaHHA IPOEKTHOIO MiIXOAY 10 YIIPaB/IiHHA
€KOHOMIYHIM PO3BUTKOM TEPUTOPIit, a came: CUCTEMHICTh, iHTerpaliiiHiCTh, 30aTaHCOBAHICTh, AMHAMIYHICTD,
IeKOMIIO3MUIIifl, KOMIETeHTHICTh. IIpakTiyHa 3HAYYIIiCTh MONATAE Y BUABICHHI 0COOMMBOCTEI BUKOPUCTAHHSA
IIPOEKTHOTO IIIXORY [0 YIpPAaBIiHHA PeriOHa/JbHUM PO3BUTKOM, sKi HEOOXifJHO BpaxoByBaTU: BiIKPUTICTb Ta
IyO/TiYHICTD PeriOHa/IbHYX MPOEKTIB; MiIBUIIEHNIT KOHTPO/Ib LIIbOBOTO BUKOPUCTAHHSA KOLITIB MICLIEBOTO OIOMKETY
Ha perioHa/IbHi MPOEKTH; CKIAHICTb OLIHKY epeKTUBHOCTI peasisanil perioHabHOrO NPOEKTY; TPYLHOLIL Y
BCTAHOBJIEHH] mpiopuTeTiB i gudepeniiaii perioHaIbHUX MPOEKTIB

Kntouosi cnioBa: €eKOHOMIYHMIT PO3BUTOK, IPOEKTHE YIPABIiHHA, PO3BUTOK PETiOHIB, THYYKi METOJM YIIPaB/IiHHA,
perioHabHi MPOEKTY, MPOEKTHMI iXif
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Abstract. In the context of economic development, the importance of small businesses as a factor of competitiveness
of the regional economy is growing. The paper provides a rating assessment of the regions of Ukraine in the
favourability of their socio-economic development for the functioning of small businesses. The issue of providing
a rating assessment to the regions of Ukraine in terms of favourable regions for the functioning of small businesses
is relevant and necessary for in-depth study. The purpose of the paper is to calculate the favourability of regions
for the functioning of small businesses and provide a rating assessment for all regions of Ukraine. Calculation of
the indicator for assessing the level of favourability of the country’s regions in ensuring the effective functioning of
small businesses is carried out based on summing up the rank values of each indicator studied, which affects the
functioning and development of small businesses in the region. Due to these indicators, it is possible to provide
a rating assessment of the favourability of the regions of Ukraine in the functioning of small businesses. After the
calculations of 2018, the regions were divided into three structural economic blocks: those with great opportunities,
sufficient, and underdeveloped regions. The first block includes 9 regions and the city of Kyiv, the second - 10 regions,
and the third economic block - 5 regions. According to these indicators, it can be concluded that the most favourable
regions for the functioning of small businesses are: the city of Kyiv, Kyiv, Kharkiv, Odesa, and Lviv regions.
Transcarpathian region entered the second economic block with further prospects for socio-economic development.
The most problematic regions are the Luhansk and Donetsk regions, which is caused by the military operations
that began in this territory in 2014 as a result of the deepening political crisis that is taking place on the territory
of Ukraine. The results presented in this study show a real picture of the socio-economic development of the regions,
which will help in the future in finding ways for the possible development of all economic and social components
of the regions

Keywords: socio-economic development, small business, competitiveness index, regional ranking, regional development

The Problem Statement

In the context of economic development, the importance of
small businesses as a factor of competitiveness of local and
regional economies is growing. It is important to study the
impact of the potential of small businesses on the regions
of the country, based on the results of studying the impact
of such structural components as innovation, socio-econo-
mic, and infrastructure. Achieving these purposes will allow

Suggested Citation:

forming a mechanism for exploring the potential of small
businesses in the regions, which will embody the possi-
bility of using all the components of the region as efficiently
as possible to ensure its development. Small businesses are
much more flexible than medium and large ones, which is
why their innovation in the process of functioning, freedom
of action, and high productivity in the process of production
and circulation of goods are of great importance.
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Analysis of Recent Research and Publications
Considering the research of many scientists on the socio-eco-
nomic development of regions, the functioning of small busi-
nesses in the regions, it is worth noting that this area requires
further study. Among the scientists who study this subject
and whose scientific papers were considered in the research
process, the following can be distinguished: V. Klochkovska,
O. Khaietska, A. Broyaka [1], O. Liuta, B. Mershchii [2].

Such scientists as I. Irtysheva, M.I. Stehnei,
K. Zavhorodnij, O. Gurina [3-5], whose works were used
in the research process, were also engaged in the study of
socio-economic development of the regions. However, despite
the research of many scientists on the subject of socio-
economic development of regions, the issue of providing
a rating assessment to the regions of Ukraine in terms of
the favourability of regions for socio-economic develop-
ment and functioning of small businesses in these regions
is relevant and requires in-depth study. This is the reason
why the paper is devoted to this subject.

Purpose of the Study

The purpose of the paper is to calculate the favourability of
regions for socio-economic development and provide a rating
assessment of this indicator for all regions of Ukraine.

Research Results

The implementation of the strategic goal of socio-economic
growth of the country will be maximum possible, provided
that the regions adhere to the strategy of absolute applica-
tion of the capabilities of their territory, which includes
resource, investment, and innovation opportunities [6].

Considering all the specific features of regional de-
velopment and the impact of small businesses on their de-
velopment, it is advisable to conduct a comprehensive study
of this market segment. The study uses the methodology of
research to assess the favourable environment of regions for
the functioning of small businesses, using a set of indicators
that have an impact on the objects of the research.

The authors propose a methodology for assessing
the favourability of regions for the functioning of small
businesses using the following indicators: I, - the number
of small businesses per 10 thousand people of the popu-
lation in the region; I, - share of products sold by small
businesses; I, — innovative potential; I, — innovative busi-
ness environment; I, — gross regional product; /. — market
size; I — number of employed people in small businesses;
I, - labour costs at small enterprises in the region; I, -
infrastructure.

Indicators and data used in the study are combined
from such sources as: Office of national statistics of Ukraine
(gross regional product, number of employed population
at small enterprises, labour costs at small enterprises in the
region) [7]; department for Regional Development; Ministry
of community and territory development of Ukraine (num-
ber of small businesses per 10 thousand people of the pop-
ulation in the region, share of products sold by small busi-
nesses) [8]. The regional competitiveness index was also
used for calculations [9].

Indicators for calculating the competitiveness index,
which were taken to study the favourability of regions for
small businesses, are complex and include the following
components (Table 1).

Table 1. Components of the competitiveness index that were used to calculate the favourability
of regions in the development of small businesses

+ number of innovatively active small and medium-sized enterprises;
* number of employees involved in research and development;

Innovative potential
(development of
innovation potential)

development;

* the share of products sold that were new to the market, percentage of the total volume of
products sold by enterprises with technological innovations;

 number of invention patents issued to legal entities and individuals during the reporting year;
« cooperation of enterprises with higher educational institutions in the field of research and

- creation and development of high tech production facilities enterprises

Innovative conditions
for conducting
business

(development of
innovation potential)

* number of business entities;

« ease of conducting business

* requirements of banks for long-term loans granted to the regional economy;
* level of development of entrepreneurship support infrastructure;

« density of paved public roads;

« passenger turnover of motor transport (buses);

Infrastructure -
- cargo turnover of motor transport;
+ quality and accessibility of transport infrastructure
+ volume of goods exported per person of the population;
Market size * retail trade turnover;

(efficiency booster)

« income of the population; the level of business activity and competition in the region;

* the level of purchasing power of the population

Source: [10]
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Indicators were taken for the purpose that they are
relevant to the development and establishment of a favour-
able environment for the functioning of small businesses
in the regions [11]. Road infrastructure has an impact due
to the possibility of developing the small business sector in
various areas of the regions, including small rural settle-
ments, where appropriate transport infrastructure must be
available in these areas to conduct business effectively.

The size of the market was taken through such indi-
cators included in it as: retail trade turnover, where small
businesses are largely involved; income of the population
since this indicator affects the ability to use goods and ser-
vices provided by small businesses [12]; as well as the level
of purchasing power of the population of the region.

Innovation potential is also important in the func-
tioning of small businesses since the introduction of inno-
vations in the processes of activity at small businesses can
ensure rapid dynamics of economic growth in the regions.

Innovative methods adapt small businesses to mar-
ket conditions and make them competitive in the process of
innovation. Adding to the indicators shown in Table 1, data
on small businesses from the Office of national statistics of
Ukraine and the Department for regional development of
the Ministry of regional development, housing and com-
munal services of Ukraine, a comprehensive assessment
of the regions’ favourability for the development of small
businesses on their territory was provided.

When calculating the indicator of the number of small
businesses per 10 thousand people of the population in the re-
gion (I,) and the share of products sold by small businesses (1,),

the ratio of the regional indicator according to these criteria
to the average indicator in Ukraine was calculated (1)

Apa12)
Ac(l.z)

Ity = (1)
where: A, - indicator by region; A_ - average indicator in
Ukraine.

To calculate indicators for the number of employed
people in the region (I,) and labour costs (I,), the share of
these indicators by region was taken to the value of the indi-
cator by country, and divided by the population indicator

by region to country (2)
Ap(7.8) /
AK(7.8) (2)

I; g = ",
/Hk

where: A - indicator value by region; A, - indicator value
by country; H, - population of the region; H, - population
of the country.

This calculation was taken from formulas for the
methodology for calculating the regional competitiveness
index [10] and is appropriate because it covers both the
data of particular indicators and their ratio to the share of
the existing population in the region to the All-Ukrainian,
which allows better assessing the economic favourability of
regions, covering not only the economic but also the social
component of regional development, which is also one of
the concepts of sustainable development and is relevant for
further research. The results are shown in Table 2.

Table 2. Calculated indicators of small business favourability by region, 2018

Region
Vinnytsia 1.026 1.506 0.310 0.121 0.831 0.365 0.84 0.7695 0.314
Volyn 0.955 0.815 0.058 0.123 0.712 0.441 0.71 0.602 0.505
Dnipro 1.035 0759 0.320 0.156 1.383 0.641 1.07 1.004 0.190
Donetsk 0.339 0.454 0.047 0145 0.561 0.345 0.27 0.256  0.141
Zhytomyr 0.949 1.526 0.106 0.112 0.708 0.463 0.79 0.665 0.267
Transcarpathian 0976 1.888 0.072 0.126 0.487 0.374 0.574 0.463 0.593
Zaporizhzhia 1.056 0968 0291 0.173 1.072 0.578 1 0.828 0.166
Ivano-Frankivsk 0.852 1.586 0.101 0.153 0.659 0.305 0.64 0.533 0.312
Kyiv 1294 1137 0228 0.214 1.282 0.633 1.41 1.47  0.256
Kirovograd 0.892 1.819 0.112 0.156 0.786 0.457 1 0.829 0.246
Luhansk 0.229 1.518 0.032 0.092 0.198 0.243 0.197 0.162 0.277
Lviv 1.032 1474 0206 0.161 0.829 0.534 1 0.974 0.377
Mykolaiv 1116 1.333 0.157 0.148 0.862 0.525 1.04 0796 0.251
Odesa 1.264 1458 0.164 0.134 0.893 0.523 1.23 1.104 0.363
Poltava 1.004 0879 0.201 0.206 1.513 0.555 0.94 0816 0.176
Rivne 0.773 1.711 0102 0116 0599 0.372 0.67 0.546 0393
Sumy 0.851 1.378 0.197 0.150 0.732 0.351 0.73 0.625 0.186
Ternopil 0.805 1.691 0.163 0.132 0.549 0.298 0.68 0.582 0.317
Kharkiv 1.341 1.598 0.583 0.167 0.989 0.451 111 1.0041 0.256
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Table 2, Continued

Region L 1, 1, I, I 1, I, I,
Kherson 1.025 2.008 0.106 0.123 0.648 0.359 0.88 0.684 0.324
Khmelnytskyi 1.075 1.534 0.075 0.123 0.711 0.422 0.77 0.661 0.354
Cherkasy 1.013 1.305 0.131 0.145 0.849 0413 0.897 0.761 0.258
Chernivtsi 1135 2317 0.100 0.101 0.449 0.393 0.62 0.504 0.410

Calculation of the indicator for assessing the level of
favourability of the country’s regions in ensuring the effec-
tive functioning of small businesses is carried out based on
summing up the rank values of each of the above list of
components that affect the functioning and development

of small businesses in the region. These indicators allow
providing a rating assessment of the favourability of the
regions of Ukraine in the functioning of small businesses
(Table 3).

Table 3. Rating assessment of regions in favourability of small business development,
considering the studied indicators, 2018

Region
rating
Vinnytsia 11 12 4 20 10 19 14 11 10 111 11
Volyn 16 22 23 17 15 12 18 18 2 143 17-18
Dnipro 9 23 3 7 3 2 5 5 21 78 6
Donetsk 24 25 24 12 21 22 24 24 25 201 25
Zhytomyr 17 10 15 23 17 9 15 15 14 135 15-16
Transcarpathian 15 3 22 16 23 17 23 23 1 143 17-18
Zaporizhzhia 8 20 5 5 4 7 8 24 85 7
Ivano-Frankivsk 20 8 18 18 23 21 21 12 150 22
Kyiv 3 19 6 4 3 2 2 16 57 2-3
Kirovograd 19 4 14 12 10 20 103 10
Luhansk 25 11 25 25 25 25 25 25 13 199 24
Lviv 10 13 7 6 11 6 8 6 5 72
Mykolaiv 6 16 12 11 7 10 18 94
Odesa 4 14 10 14 8 3 6 69
Poltava 14 21 8 3 5 10 9 23 95 9
Rivne 23 5 17 21 20 18 20 20 4 148 21
Sumy 21 15 9 10 14 21 17 17 22 146 19
Ternopil 22 6 11 15 22 24 19 19 9 147 20
Kharkiv 2 7 2 5 6 11 4 4 16 57 2-3
Kherson 12 2 16 18 19 20 12 14 8 121 13
Khmelnytskyi 7 9 21 19 16 13 16 16 7 124 14
Cherkasy 13 18 13 13 9 14 11 12 15 118 12
Chernivtsi 5 1 19 24 24 15 22 22 3 135 15-16
Chernihiv 18 17 20 22 13 16 13 13 19 151 23
Kyiv 1 24 1 1 1 1 1 1 10 41 1

To study the impact of small businesses on regional
development [13; 14], it is necessary to rank by integral
indicators and give each region a rating for each criterion
from 1 to 25, where 1st place is the best indicator, and 25%
is the worst. Then sum up the indicators where the region
with the lowest number of points scored will be considered
the most favourable environment for the functioning of
small businesses [15].

After making calculations using this methodology,
it will be possible to assess the favourability of regions in
conducting small business for all indicators that affect
the activities of small businesses in the regions and to gra-
date the regions of Ukraine, dividing these regions into
three economic blocks (Fig. 1): 1) with high opportunities
for small businesses functioning (green); 2) with sufficient
opportunities for conducting small business (yellow); 3) with
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Figure 1. Map of Ukraine on the favourability of regions in the process of functioning of small businesses

underdeveloped conditions for conducting a small business
(red). Based on the results of the study, it is advisable to
divide regions according to the above structural blocks.
The first block includes 9 regions and the city of Kyiv,
the second - 10 regions, and the third economic block -
5regions: 1) 1-10: Kyiv, Kyiv region, Kharkiv region, Odesa,
Lviv, Dnipro, Zaporizhzhia, Mykolaiv, Poltava, Kirovohrad
regions; 2) 11-20: Vinnytsia, Cherkasy, Kherson, Zhytomyr,
Khmelnytskyi, Chernivtsi, Volyn, Transcarpathian, Ternopil,
Sumy; 3) 21-25: Rivne, Ivano-Frankivsk, Chernihiv, Luhansk,
Donetsk.

Conclusions

The most favourable regions in socio-economic develop-
ment are: the Kyiv, Kyiv region, Kharkiv, Odesa, and Lviv
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PerioHanbHa ouiHKa CrIpUATINBOCTI
PO3BUTKY Manoro 6i3Hecy
Irop Muxasinosuy bowmHga', Bacunb Sipocnasosud onganyLwi’,
leopriv leoprivioBny binak?

"MyKay4iBCbKUI fep)XxaBHUIA yHIBEpCUTET
89600, Bysn. Y)xropogcbka, 26, M. MykayeBo, YkpaiHa

2MykayiBCbKui KoorepaTMBHUIA (haxoBuii TOProBesIbHO-eKOHOMIYHUIA KONEAX
89600, Byn. 5. Myaporo, 40, M. MykayeBo, YkpaiHa

AHoTallisi. B yMOBax eKOHOMIYHOTO PO3BUTKY 3pOCTAE 3HAUCHHS MaJIOro 6i3HeCy sIK YMHHUKA KOHKYPEHTOCIIPOMOXKHOCTI
perioHaIbHOI EKOHOMIKM. Y CTAaTTi HaJJAEThCA PEMITUHIOBA OIIHKA PEriOHaM YKpaiHu y CHPUATINBOCTI IX COLliaTbHO-
€KOHOMIYHOTO PO3BUTKY /yisl QYHKIIOHYBaHHs Manoro 6i3Hecy. I[IuTaHHs, SIKe CTOCYEThCSI Ha/JaHHSI PEITUHIOBOI
OLiHKM perioHaM YKpaiHM B IUIaHi CHpUATIMBOCTI perioHiB 11 GYHKUIOHYBaHHA MajIoro 0isHecy € aKTyaJbHUM
Ta HeOOXiHVM L1 TOIMO/ICHOTO BUBYEeHHs. MeTOI0 CTAaTTi € IPOBeJeHHs PO3PaXyHKIB CIPUATIVBOCTI perioHiB
st pyHKIIOHYBaHHS Majioro 6i3Hecy Ta HaJJaHHsI PEMTUHIOBOI OLIHKM /I BCiX obmacteit Ykpainu. PospaxyHok
IOKA3HNKA OL[HKY PiBHA CIPUATIMBOCTI perioHiB KpaiHu y 3a0esmedeHHi epeKTUBHOrO (PyHKIIOHYBaHHA MajIoOro
6i3HeCy 3/1IICHIOETBCS HA OCHOBI CYMyBaHHs PAHTOBMX 3Ha4€Hb KOYKHOTO OC/I/KYBAHOTO TOKA3HMKA, SIKNIT BITIVBAE
Ha (YHKI[iOHYBaHHS Ta PO3BUTOK MajIoro 0i3Hecy B perioHi. 3a paXyHOK MaHUX IIOKa3HUKIB, MOXXHA HaJaTu
PEITMHIOBY OLHKY CHPUATINBOCTI perioHiB Ykpainu y ¢yHKUioOHyBaHHI Majoro 6isHecy. ITicis mpoBepeHUX
po3paxyHKiB 3a 2018 pik 6yB IIpoBefieHNIT IIOALT PEriOHiB 110 TPHOM CTPYKTYPHUM €KOHOMIUHUM O/I0KaM: 3 BEe/IMKUMU
MO>X/IMBOCTSIMY, JOCTAaTHIMY Ta clabopo3BuHeHi perionu. JJo nepmoro 610Ky yBiito 9 obmacreit Ta micto Kuis,
mo apyroro — 10 obmacreit, Ta 0 TPETHOrO €KOHOMIYHOTO 010Ky — 5 06/acTell. 3a faHMMM HOKA3HMKaMM MOYKHA
3pO6UTH BICHOBOK, 1[0 HalIO1/IbII CIPUATINBUMY perionaMu it GpyHKIioHyBaHH: Majioro 6isHecy e: micto Kuis,
Kwuiscpka, Xapkicpka, Opecbka Ta JIbBiBCbKa 00/1aCTh. 3aKapraTchka 06/1acThb yBIiIIIa 1O PYTOro eKOHOMIYHOTO
610Ky 3 OJa/IbIIVIMY IIePCIIEKTYBAMY COLa/IbHO-eKOHOMIYHOro po3BuTKy. Hait6inbur mpobeMaTnaHuMy perioHaMu
€ JIyrancbka Ta JJoHelbka 06/1aCTi, 1[0 CIPMYMHEHO BilICbKOBUMI JiAMY, AKi IOYa/IUCA Ha JaHill Teputopil y 2014 poui
BHAC/IOK HOITIMOIEHHA MOMITUYHOI KPU3HY, KA Ma€ Miclie Ha Teputopii Ykpainu. Pesynbrary, ki BUCBiTIeH] B
DAHOMY JOCITiJKEHHI, IOKa3yYIOTb pealbHy KapTHUHY COLiaJIbHO-€KOHOMIYHOTO PO3BUTKY PETiOHIB, 11O JOIIOMOXe
y Maitl0y THbOMY B HOLIYKY LUISXIB [I0Z0 MOXX/IMBOTO PO3BUTKY BCiX eKOHOMIYHNMX Ta COLia/IbHUX CK/Ia/JOBMUX PErioHiB

KntoyoBi crioBa: comia/IbHO-eKOHOMIYHNIT PO3BUTOK, Ma/Iuii 6i3Hec, iHIeKC KOHKYPEeHTOCIIPOMO>KHOCTI, paH)XyBaHHs
PETIOHIB, peTiOHAIbHUIL PO3BUTOK
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Abstract. The relevance of the paper is conditioned upon the need to study the direct investment market, which
is the basis for the socio-economic development of the country and its regions. The purpose of the paper is to
study the scale of attracted direct investment (share capital) in the regions of Ukraine and the distribution of direct
investment by type of economic activity in the Transcarpathian region, as well as to determine their impact on
the development of the Transcarpathian region. To achieve this purpose, the author applied methods of analysing
statistical data, comparing and summarising the results obtained. The paper examines the state and scale of attracted
direct investment (share capital) in Transcarpathia and Ukraine in general. It has been established that increasing
the volume and improving the efficiency of attracted direct investment are becoming the main factors of economic
development. The paper considers the sectors of the Transcarpathian economy where investment revenues are
directed, as well as the dynamics of changes in direct investment receipts for 2017-2019. The significance of attracted
direct investments in the industrial sector of the Transcarpathian region, the volume of which is more than 80% of
the total number of direct investments for each of the studied years, was confirmed. The author suggests increasing
the volume of direct investment in the recreational industry of the region. Therewith, based on the geographical
location of the Transcarpathian region, the importance of focusing on cooperation with countries bordering the
region to increase the volume of attracted direct investment in the region’s economy is substantiated. The results
highlighted in the study show the importance of attracted direct investment for the development of the region’s
economy and the opportunities for their growth in the future are being reproduced, which is the practical value of
a paper

Keywords: investment activity, investment attractiveness, socio-economic development, regional development,
attracted investments

The Problem Statement

Attracting investment in the regional economy is one of
the key factors for their socio-economic development since
investment is a condition for creating new jobs, improv-
ing the standard of living of the population, improving

regions depend on many factors that potential investors
may face.

Analysis of Recent Research and Publications

infrastructure, etc. Based on this, it can be argued that for
sustainable socio-economic development of the regions, it
is necessary to increase investment revenues and improve
investment activities in the regions. For the most part, it is
the complete absence or insufficient volume of investment
revenues that negatively affects the economic development
of the regions. Different levels of investment income in the

Suggested Citation:

Considering the research of many Ukrainian scientists
on attracting investment in the economy of the regions
of Ukraine, it is worth noting that the chosen subject is
relevant both at the state and regional levels. There are a
number of scientists who were engaged in investment
research, including O.R. Bakhmatiuk [1], H.V. Leshchuk [2],
S.M. Tkach [3], K.L. Frolina [4]. Therewith, the achievements

Hobrei, M. V. (2020). Attracting direct investments in the regions of Ukraine and their impact on the economic development
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of J. Meisenbacher [5], M. Getzner, S. Moroz [6], KM. Berezska,
O.M. Berezsky, and V.V. Masliy [7] are important for the
research. However, despite the research of many scientists,
the issue of attracting direct investment to the regions of
Ukraine and the Transcarpathian region in particular is
relevant and requires in-depth study.

Purpose of the Study

The purpose of the paper is to analyse the volume of attracted
direct investment (share capital) in the regions of Ukraine
and the distribution of direct investment in accordance with
the types of economic activity in Transcarpathia, as well as
to study their impact on the development of the region in
general.

Research Results

To minimise investment risks, Ukraine must diversify its
investment portfolio, find ways to attract direct investment
(share capital), provide potential investors with state guar-
antees and the freest conditions for doing business in the
investment market. The investment attractiveness of regions
is influenced by both socio-economic and political factors.

To overcome the negative factors that affect attracting
investment to the regions, it is necessary to minimise risks
for potential investors, both internal and external (foreign).
This will contribute to the socio-economic development of
both the regions and the state in general [8]. For example,
an investor who invests in enterprises by buying up their
shares that are denominated in the hryvnia equivalent should
expect a possible devaluation of the hryvnia against for-
eign currencies. Given the unstable political situation in the
country, the financial crisis that begins on the world market
due to falling oil prices and the pandemic caused by the
COVID-19 virus infection, the risks of investing in almost
all economic aspects are increasing not only for individual
regions of Ukraine but also on the world market in general.
Considering each region as a separate economic
unit, it should be considered that each of them builds
its own investment policy to attract investment, which is
aimed at those sectors of the economy that are dominant
in the region. General Data for each of the regions regard-
ing direct investment receipts (share capital) for 2017-2019
are shown in Table 1.

Table 1. Direct investment (share capital) in the regions of Ukraine for 2017-2019 (million USD)

Region 2017 2018 2019
Vinnytsia 198.9 222.5 236.7
Volyn 251.3 256.7 306.6
Dnipro 3688.2 3535.5 3797.6
Donetsk 1116.4 1289.3 1399.8
Zhytomyr 226.8 234.2 246.3
Transcarpathian 325.1 343.3 360.9
Zaporizhzhia 910.5 900.8 912.9
Ivano-Frankivsk 904.7 894.6 724.0
Kyiv 1588.7 1598.0 1645.3
Kirovograd 70.1 69.3 74.7
Luhansk 438.0 437.2 4472
Lviv 930.0 947.8 1116.3
Mykolaiv 206.1 220.6 305.4
Odesa 1202.6 1251.7 1279.3
Poltava 1008.8 1025.9 1166.0
Rivne 134.2 130.4 134.6
Sumy 181.5 184.5 198.0
Ternopil 45.0 100.6 49.5
Kharkiv 638.3 652.5 762.5
Kherson 218.5 204.8 2454
Khmelnytskyi 170.8 200.5 203.0
Cherkasy 335.7 329.8 357.2
Chernivtsi 42.6 45.6 53.0
Chernihiv 429.6 435.7 4429
Kyiv region 16 343.9 17 393.1 193443
Total 31606.4 32905.1 35809.6

Source: [9]
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From the data shown in Table 1, it is evident that
there is an increase in the indicators of direct investment
in the region with each subsequent year in almost every
region of Ukraine. The total amount of direct investment
in Ukraine in 2017 was 31606.4 million USD, in 2018 -
32905.1 million USD, in 2019 - 35809.6 million USD [9].
This indicates an increase in direct investment with each
subsequent year. Given this, the fact can be stated that the
economy of Ukraine and its regions is becoming more attrac-
tive for investment every next year. As for the Transcarpathian
region, the region’s economy received 325.1 million USD
in 2017, which is 1.03% of the total amount in Ukraine;
in 2018 - 343.3 million USD, which is 1.04% of the total
figure, and 360.9 million USD in 2019 - 1.01% of the
amount of direct investment in the Ukrainian economy,
respectively [9].

Ukraine and its regions have considerable invest-
ment potential. It is one of the largest potentially capacious
markets in Europe and has rich natural resources; it has
a high scientific and technical potential, as well as consid-
erable agricultural potential [10]. To increase investment in
economic sectors, it is necessary for the Ukrainian author-
ities to carry out coordinated work to improve Ukraine’s
reputation for direct investment, as well as create appro-
priate conditions for attracting them. A long-term invest-
ment promotion strategy is required. The main point here
is to create an attractive investment climate and create an

international image of the country as such, which provides
investors with better opportunities than other countries [11].

At the regional level, attracting investment increas-
ingly depends on the availability of production resources
and developed infrastructure [12]. The implementation of
measures to attract direct investment in the economy of
the Transcarpathian region will contribute to the develop-
ment of the economy, improve the investment climate of the
region, and help to develop interregional and interethnic
ties. The most favourable factor for improving the efliciency
of attracting direct investment to the Transcarpathian region
is that Transcarpathia is a border area. Common borders
with the EU countries will improve cross-border coopera-
tion, which will help to attract large amounts of investment
in the regional economy [13].

For a larger overview of investment activity in the
Transcarpathian region, the authors will consider attract-
ing direct investment (share capital) in the economy of
the Transcarpathian region by type of economic activity
in 2017-2019. The largest direct investment receipts in the
Transcarpathian region fall into the industrial sector, where
revenues increased from 267001.5 thousand USD in 2017
up to 289499.1 thousand USD in 2019. Of the total amount
of direct investment in the economy of the Transcarpathian
region, the industrial sector accounts for more than 80% of
each year studied. Direct investment in other economic
activities is much smaller, which is shown in Table 2.

Table 2. Direct investment (share capital) in the economy of the Transcarpathian region by type
of economic activity for 2017-2019 (thousand USD)

Type of economic activity 2017 2018 2019
Agriculture, forestry, and fisheries 2698.7 2721.9 2803.4
Manufacturing 267001.5 276370.7 289499.1
Construction 2137.3 1610.1 1661.8
repair o\;vr:cc))lfosra\llee}r?i:?erse;ilclitrrr?gt%rcycles 3280.7 8496.2 8527.0
Transport, warehousing, postal and courier services 20897.4 20954.9 21198.0
Temporary accommodation and catering services 6831.3 6627.2 6197.1
Information and telecommunications 12.6 13.0 14.0
Real estate operations 13813.3 16332.4 20752.9
Professional, scientific, and technical activities 313.8 1039.5 1228.7
Administrative and support service activities 7378.6 7118.3 6881.6
Health and social assistance 671.2 1035.0 1177.1
Arts, sports, entertainment, and recreation 10.7 11.0 12.3
Financial and insurance activities k k k
Public administration and defence, K K K
compulsory social insurance
Education - - -
Provision of other types of services - - -
Total 325053.7 343299.7 360883.2

Notes: k — data is not published to ensure compliance with the requirements of the Law of Ukraine “On State
Statistics” regarding the confidentiality of statistical information [14]

Source: [15]
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Attracting Direct Investments in the Regions of Ukraine and Their Impact...

For the sustainable economic growth of the Tran-
scarpathian region, the existing recreational potential of
the region can be separately highlighted, which needs to
be developed and direct investment needs to be attracted
there [16; 17]. In fact, the recreational sector is one of the
most attractive for investors. It is necessary to fully use
the recreational potential of the region, develop the tour-
ism industry by opening new tourist routes, recreational
facilities, and attract direct investment in this industry.

Conclusions

Given the current situation in the Transcarpathian region
and in Ukraine in general, it can be concluded that it is
advisable to increase the volume of attracted investments
in the country’s regions. The geographical location of the

Transcarpathian region, which borders the EU countries,
should be fully used. This will help to attract more direct
investment in the regions economy, which, in turn, will
help to saturate the labour market with new jobs and use
the existing labour resources of the Transcarpathian region.
In addition, it is essential to recall a rational regional and
national policy in terms of investment activities, which
should encourage foreign investors to invest in the regional
economy as much as possible. Active implementation of
investment activities with the right regional policy will help
to develop an effective investment strategy for the region,
which will allow creating a favourable investment climate
to attract investment, in particular direct investment, which
will ultimately improve the socio-economic situation in the
Transcarpathian region.
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3any4yeHHA NPAMUX iIHBECTULLIA B perioHn YKpaiHu Ta IXHiu
BNJIMB HA €KOHOMIYHMI PO3BUTOK 3aKapnaTCcbKoi obnacTi
Mapisi BacuniBHa 'o6peii

MykayviBCbKui fepxaBHU yHIBEpCUTET
89600, Byn. YxxropogcbKa, 26, M. Myka4yeBo, YKpaiHa

AHoTaLifl. AKTYa/IbHICTb CTAaTTi BU3HAYAETHCA NOTPEOO0 B HOCIIKEHHI PUHKY IPSMUX iHBECTULiH, SKi HOCTAIOTh
OCHOBOIO [IJISl COLia/IbHO-eKOHOMIYHOTO PO3BUTKY KpaiHu Ta ii perioHiB. MeTowo cTaTTi € BMBYEHHs MacluTabiB
3aJly4eHMX NpsAMUX iHBecTuIiil (aKIioHepHOro Kamitany) B perioHy YkpaiHU Ta pOSIOATY IPSAMUX iHBeCTUIL
3a BUIaMJ €KOHOMIYHOI isyIbHOCTI B 3aKapIaTchKiit 06/1acTi, a TAKO>K BU3HAUEHHS iXHBOIO BIUIMBY Ha PO3BUTOK
3akapnarcpkoi o6macti. I JOCATHEHHS IIOCTaBIeHOI MeTM aBTOPOM OYyI0 3aCTOCOBAaHO METOAM aHAI3y
CTaTUCTUYHUX JAHUX, IOPIBHAHHA Ta y3araJibHEHHA OTPMMAHUX PEe3Y/IbTaTiB. Y CTATTi JOCTIIPKEHO CTaH i
MacuITaby 3aTydeHNX MpsAMUX iHBeCTUIN (aKLioOHepHOro KamiTanry) B 3akaparTi Ta YKpaili 3araoM. 3’ CoBaHo,
o 36imbIIeHHsA 00cAriB i MOKpaleHHs e(eKTMBHOCTI 3a/JydeHUX MPSAMUX iHBECTULINl CTAIOThb T'OJOBHUMMU
YUMHHUKAMJ €KOHOMIYHOTO PO3BUTKY. POSIIAHYTO ceKTOpM €KOHOMiKM 3aKapnarTs, KyAM CHPAMOBYIOTbCA
iHBeCTMIIiVIHI HAa[XOMKEHHA, a TAaKOX [VMHAMIKy 3MiHM HafXOIpKeHb NpAMMX iHBecTuuin 3a 2017-2019 poxmn.
[TigTBep>KeHO 3HAYYILICTh 3aTyYeHVX IPSAMMX iHBECTHIIl y CEeKTOp IPOMMUCIOBOCTI 3aKapIarTchbKoi o0acTi,
00CAT AKNMX CTAaHOBUTD ITOHAJ, 80 % Bifl 3ara/bHOI Ki/IbKOCTI IIPAMUX IHBECTULiI 32 KOXKeH 13 JOCTiIKYBaHUX POKIB.
ABTOPOM 3aIIpOIIOHOBAHO 301/IbIIYBaTH OOCATY IPSAMMX IHBECTHIIIN y peKpealliliHy raaysb periony. BogHodac Ha
OCHOBI reorpaiqyHOro posTallyBaHHA 3aKapIaTChbKOI 00IacTi OOIPYHTOBAHO BaXK/IUBICTb 30CepeIKeHHs yBaru
Ha CIiBIIpali 3 KpaiHaMmu, AKi MeXYIOTb 3 00/1acTI0 A1 30inbliIeHHs 00CATIB 3aMydeHUX NMPsIMMUX iHBECTUIIil B
€KOHOMIKY periony. Pesynbraru, BUCBIT/IEHI B HAYKOBOMY JOC/Ti[KEHH], IOKA3yIOTh 3HAYMMICTb 3a/Ty4€HUX IPAMUX
iHBecTUIIi 11 pO3BUTKY €KOHOMIKU PErioHy Ta BiITBOPIOIOTHCS MOXK/INBOCTI IXHBOTO 3pOCTaHHSA B MallOyTHbOMY,
1O JI CTAHOBUTD IIPAKTUYHY LiHHICTh HAYKOBOI po60TH

KntouoBi cnoBa: iHBecTmIjifiHa [is/IbHICTD, iHBeCcTUIiiHA MPUBAOMUBICTD, COLiaTbHO-eKOHOMIYHWIT PO3BUTOK,
perioHanbHIII PO3BUTOK, 3a/Iy4eHi iHBeCTHIIil
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Abstract. In the context of the growing level of competition in the global and national tourism markets, the issues
of assessing the attractiveness and potential of the tourist and recreational sphere of the regions are becoming
particularly relevant. The purpose of the study is to develop methodological bases for assessing the potential of the
tourist and recreational sphere of the regions in terms of its attractiveness, which will determine the attractiveness
of this sphere for Ukrainian and foreign investors. Achieving this purpose was made possible by the use of general
scientific and special research methods, in particular, statistical, analytical, and mathematical. The paper considers
the tools for studying the tourist and recreational potential of regions, which, unlike the existing ones, includes
an assessment of the attractiveness of the tourist and recreational sphere of regions; analysis of the contribution
of tourist and recreational sphere to the economy of the regions; identification of the weight of factors influencing
the development and building of the potential of the tourist and recreational sphere of regions. The author offers
methodological approaches to the integral assessment of the attractiveness of tourist and recreational sphere of
regions, which are based on the identification of the resource structure of the attractiveness of tourist and recreational
sphere in the context of four sub-indices (index of cultural attractiveness, index of attractiveness of recreational
resources, index of attractiveness of tourist infrastructure and index of investment attractiveness of the tourist
and recreational sphere) to develop reasonable mechanisms for regional marketing in the internal and foreign
markets of a tourist product. It is determined that the developed methodological approach is based on the use of
the parametric method, which, due to the ranking of standardised values of the main indicators of the tourist and
recreational sphere of regions, allows determining their places in the national rating of attractiveness. Practical use
of the developed approaches will ensure the efficiency of using the available tourist and recreational resources,
increase the investment attractiveness of the territory for Ukrainian and foreign investors, identify problems of using
the potential and form prerequisites for overcoming them

Keywords: integral assessment, regional potential, tourism sector, attractiveness, methodological approach, assessment

The Problem Statement local or foreign visitors. The direct economic contribu-

Today, the tourism industry is crucial in the development
of global and national economies since, being one of the
most dynamic types of economic activity in its growth, it
contributes to the active socio-economic recovery of many
states. Due to the development of tourism, more developed
European countries form a high share of GDP, namely,
travel and tourism, as one of the world’s largest economic
sectors, generate 10.4% of global GDP [1]. Tourism can
support the economic development of both the local com-
munity and the country’s economy through income from

Suggested Citation:

tion from travel and tourism in 2017 was approximately
2.57 trillion USD. The travel and tourism industry is one
of the largest industries in the world with an economic
contribution (direct, indirect, and induced) of more than
8.27 trillion USD in 2017. In 2017, revenue from interna-
tional tourism was 1.34 trillion USD [2]. In the world export
rating, tourism is in the top five among exports of fuel,
energy, chemical and automotive products.

Increasing the competitiveness of the tourism and
recreation sector leads to numerous positive effects for the

Korkuna, O.1. (2020). Methodological principles of assessing development potential of the tourist and recreational sphere in
regional economy. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 152-158.
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development of economic systems — from increasing the
contribution to the country’s GDP and attracting addi-
tional labour, to boosting economic development for remote
communities. On the other hand, an inadequate level of
management of the tourist and recreational sphere often
leads to an excessive tourist load, which, considerably exceed-
ing the capacity of some locations, causes numerous nega-
tive consequences for their economic, socio-cultural, and
natural environment, as well as a general decrease in the
quality of tourist services and the level of satisfaction of
visitors with the services provided. In the context of a con-
siderable potential for growth with a simultaneous increase
in the burden on tourism and individual elements of social
infrastructure, the high competitiveness of the tourism and
recreation sector, depending on the quality of state regula-
tion, can be considered as a powerful factor of economic
growth or a threat to its stable development.

Analysis of Recent Research and Publications

The following Ukrainian scientists studied the problems of
economic development and effective use of the socio-econo-
mic potential of administrative-territorial units in the context
of decentralisation: .M. Vachovych [3], B. Danylyshyn [4],
Ya. Zhalilo [5], M. Karlin [6], V.S. Kravtsiv, I.Z. Storonyanska [ 7],
H. Monastyrskyi [8], T.I. Pavlyuk [9], M.M. Pityulych [10],
S.V. Sember et al [11]. In general, the research has repeatedly
presented methodological approaches and world experi-
ence in ensuring economic development at the local level
but the issue of assessing the potential of the tourist and
recreational sphere of the regions remains relevant.

Purpose of the Study

The purpose of the study is to form a methodological basis
for assessing the potential of the tourist and recreational
sphere of the regions in accordance with its attractiveness,
which will determine the attractiveness of this sphere for
potential Ukrainian and foreign investors.

Research Results

In accordance with modern conditions in the global and
national tourism markets, there is a tendency to increase
competition, which actualises the issues of monitoring the
attractiveness and potential of the tourist and recreational
sphere in certain regions. To solve these problems, there
are several approaches, each of which has its own advan-
tages and disadvantages, a specific information basis and
application options in practice. The authors believe that the
assessment of the potential for the development of tour-
ism and recreation sector in the economy of the regions of
Ukraine should be carried out based on:

1. Assessment of the tourist and recreational sphere
attractiveness of the regions (TRSA);

2. Analysis of the contribution of the development of
the tourist and recreational sphere to the regional economy;

3. Research of factors influencing the development of the
potential of tourist and recreational sphere of the regions.

Therewith, it can be stated that one of the simplest

and most understandable ways to compare the attractiveness

of the tourist and recreational sphere in the regions of
Ukraine is the parametric method, which determines the
places of the main indicators of the tourist and recreational
sphere at the national level in the context of attractiveness
by ranking their standardised values. Comparative evalua-
tion when applying the parametric method is performed
in the following sequence:

1. Development of a list of main features and their basic
indicators that allow comparing the level of attractiveness
of regional tourist and recreational complexes.

2. Conducting a standardised assessment of the state of
tourist and recreational complexes in the regions for each
basic indicator separately according to the formula (1):

% %100, (1)

amax

P, =100 —

where: P, - standardised value of the main feature param-
eter; a, — value of the parameter of the main feature that
reflect the level of the basic indicator of attractiveness of the
tourist and recreational complex of the region; a, - the
maximum (or reference) value of the main feature parameter.

3. Calculation of the integral indicator of attraction of
the tourist and recreational sphere of the regions of Ukraine
for all selected characteristics using the formula (2):

n
A= Z Pixl-, (2)
i=1

where: 4 is an integral indicator of the attractiveness of
tourist and recreational sphere of the regions of Ukraine;
x, - the weight or significance of each main feature; i — a
basic indicator of the attractiveness of the tourist and recre-
ational complex of the region; P, - standardised value of the
main feature parameter; n - the number of main features.
4. Determination of the positions of the tourist and rec-
reational sphere of the regions of Ukraine by the level of
their attractiveness in the market of tourist and recreational
services.
To assess the level of TRSA, the integral index of
TRSA of the regions of Ukraine is proposed as the main
indicator of attractiveness and competitiveness of regional
tourist and recreational complexes in the market of tour-
ist and recreational services. The integrated TRSA index
includes 4 sub-indices (cultural attractiveness index (CAI),
recreational resource attractiveness index (RRAI), tour-
ist infrastructure attractiveness index (TIAI), and invest-
ment attractiveness index of the tourist and recreational
sphere (IAITRS)), which most comprehensively reflect the
main signs of the attractiveness of regional tourist and rec-
reational complexes. Each of the sub-indices consists of 4
or 5 main features, each of which is represented by a cor-
responding basic indicator, standardised relative to the max-
imum level of its series in a point rating from 1 to 100. The
region with the highest level of attractiveness of the tour-
ist and recreational complex in the market of tourist and
recreational services is determined by the criterion of the
minimum sum of standardised values of 19 basic indica-
tors, based on which the final value of the index of TRSA
is calculated. By ranking the results obtained, the position
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of each regional tourist and recreational complex in the
market of tourist and recreational services of Ukraine is

determined. The list of the main features and basic para-
meters of the integrated TRSA index is shown in Figure 1.
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Figure 1. List of the main features and basic parameters of the TRSA index of the regions of Ukraine

Source: compiled by the author
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Therewith, the main features of the CAI index are
historical and cultural sites and the flow of foreign tourists.
The historical and cultural heritage of Ukraine, as a power-
ful spiritual and socio-economic capital, is one of the main
components of national identity and self-respect, as well as
proper representation of Ukraine at the international level.
Historical and cultural objects, together with the unique
landscape and tourist space formed with their help, have a
considerable impact on determining the main directions of
tourist and recreational flows and the level of attractiveness
of tourist locations for both foreign and Ukrainian tourists.

A considerable number of immovable cultural her-
itage sites have been preserved on the territory of Ukraine,
ranging from the Lower Paleolithic site (Vinogradovskiy dist-
rict of the Transcarpathian region) to relatively young mon-
uments built in the last century. There are more than 130 thou-
sand monuments on the territory of Ukraine that are on
the state register [12]. In addition, in Ukraine, 65 historical
and cultural reserves operate based on complexes of monu-
ments of special historical, cultural, and scientific value [13].
In addition, 7 unique cultural and natural monuments loca-
ted in Ukraine, which have exceptional universal value, are
included in the UNESCO World Heritage list [14].

One of the most important effective indicators of the
attractiveness of both historical and cultural monuments
and natural and recreational resources of any country is the
volume of the flow of foreign tourists, the positive dynam-
ics of which indicates the degree of openness and level of
security in the national economy, the nature of economic
and socio-cultural transformations, investment attractive-
ness, and stability of the socio-political structure. On the
other hand, it is also a real increase in monetary receipts
to local budgets. According to the Ministry of Economic
Development, Trade and Agriculture of Ukraine, consid-
ering the non-cash segment of payments, according to the
results of 2017, foreign tourists left 1.3 billion USD in the
state economy and in 2018 - 1.5 billion USD [2].

In the above context, it is advisable to analyse the
attractiveness index of recreational resources (AIRR). The
main features of the AIRR index are the leading natural and
recreational tourist resources of the regions of Ukraine.
Among the natural and recreational resources that directly
affect the development of tourist and recreational processes,
the most important for regional tourist and recreational
complexes are water, balneological, landscape, and climatic,
which can be combined into first-order resources. Natu-
ral and recreational resources that indirectly affect tourist
and recreational processes include forest, flora and fauna,
biotic, and orographic resources, which can be defined as
second-order resources. The development of a high level
of recreation and the aesthetic feeling that accompanies it
often occurs in combination with a unique landscape. Regi-
ons and countries that have landscape patchiness (a com-
bination of mountain, forest, beach coastal and lake areas
on their territories) get a considerable advantage for the
development of their tourist and recreational complexes

and increasing their attractiveness. The uniqueness of a par-
ticular natural object, together with a successful advertising
campaign, can turn it into the main tourist attraction of
the region or the country in general.

Turning to the TIAI it should be noted that its main
features for the TIAI are certain elements of tourist and gene-
ral infrastructure, which, the authors believe, are critical in
the development of attractiveness of tourist and recreational
complexes in the regions of Ukraine.

In modern conditions, creating opportunities for
activating the socio-economic development of the territory
and strengthening its competitiveness is almost impossible
without an appropriate level of infrastructure development.
Including several areas of activity that have a common
purpose, the infrastructure forms the conditions in which
a certain process functions, in particular, the activities of
the tourist and recreational complex of the region. Despite
the fact that for many countries and regions with similar
historical, geographical, cultural, and socio-political char-
acteristics, the tourist and recreational sphere is an import-
ant factor of socio-economic growth, it is the quality of
infrastructure support that determines the most complete
disclosure and use of considerable opportunities for the
sustainable development of their tourist and recreational
activities.

Finally, the main features for the index of investment
attractiveness of the tourist and recreational sphere are
priority socio-economic indicators of the tourist and recre-
ational sphere of the regions of Ukraine (GVA, FDI, capi-
tal investment, employment level, and volume of tourist
tax), which characterise the level of attractiveness of regional
tourist and recreational complexes from a financial and
economic standpoint.

Investment objects that are characterised by a short
payback period, have considerable competitiveness in the
foreign and internal markets, have a high export potential,
and can also create a considerable multiplier effect for the
development of other related areas of activity, are consid-
ered a priority in financial and economic practice. The
tourist and recreational sphere of the regions of Ukraine
largely meets such requirements and, according to experts,
is considered one of the most profitable and least risky [15].
In addition, the experience of many countries with devel-
oped market economies (Great Britain, France, Germany,
Spain, Italy, and Greece) shows that the tourism and rec-
reation sector has the status of one of the most innovative,
efficient, promising, and most investment-attractive areas
of economic activity. For Ukraine, which is in the process of
developing an effective socio-economic system, the tourist
and recreational sphere is an important factor in both for-
eign economic activity and internal socio-economic policy.
Ukraine, having a considerable tourist and recreational
potential, cannot yet fully use it. This is evidenced by com-
parisons of the resulting performance indicators of tourist
and recreational complexes in Ukraine, Poland, and France.
Thus, according to the results of 2018, the contribution of
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the tourism and recreation sector of Ukraine to GDP was
approximately 1.4% (1.9% in Poland, 3.9% in France), the
share in foreign trade turnover was 2.2% (3.1% in Poland,
5.7% in France), approximately 1.3% (2.0% in Poland, 4.6% in
France) of the labour force in Ukraine was employed in the
sphere and related industries [16].

The total number of foreign tourists visiting Ukraine
is growing along with the volume of tourist services pro-
vided, while budget revenues from tourism are growing much
more slowly. The authors believe that this is conditioned
upon the discrepancy between the quality of growth of the
tourist and recreational sphere and modern tourist trends
and the real tourist and recreational potential of Ukraine.

More effective implementation of the tourist and
recreational potential of Ukraine and increasing the level of
attractiveness of its tourist and recreational sphere provide,
in addition to a holistic system of strategic management in
this area, significant investment resources for the devel-
opment of the tourism business. Meeting the needs of the
tourist and recreational sphere of the regions of Ukraine for
investment resources provides, first of all, for the creation of
a favourable investment climate on the scale of the socio-
economic system of the state through the integrated use of
investment policy tools and coordination of the interests
of the state and private investors, with its further exten-
sion to the tourist and recreational sphere of the regions
of Ukraine.

To analyse the contribution of the development of the
tourist and recreational sphere to the regional economy, it is
proposed to use the following indicators:

« the volume of gross value added (GVA) created by the
tourist and recreational sphere of the regions per 1 person,
to determine the contributions of tourist and recreational
spheres of the regions to the GDP of Ukraine. The dynamics
of the volume of GVA in the tourism and recreation sector
and its share in the gross regional product (GRP) of the region
characterises the importance of this sphere both in the devel-
opment of the regional and national socio-economic system.
Although the national classifier of types of economic activity
does not have a separate section “tourism’, the authors beli-
eve that to calculate the total volume of GVA created by the
tourist and recreational sphere of the regions of Ukraine, it
is advisable to combine such types of economic activity under
the KVED-2010 or their components, which together will
form the tourist and recreational sphere. In particular, “tem-
porary accommodation and catering” (section I), “Art, Sports,
Entertainment, and Recreation” (Section R), as well as sec-
tion 79 “Activities of travel agencies, tour operators, pro-
vision of other booking services and related activities’, from
Section N “Activities in the field of administrative and support
services” [17];

« share of those employed in the tourist and recreational
spheres of regions in total employment to determine the
contribution of tourist and recreational spheres of regions
to total employment in Ukraine. In addition to a consid-
erable direct impact (creation of new jobs, growth of reve-
nues to local budgets, material support for employees), the

functioning of the tourist and recreational sphere of the
region generates large positive socio-economic effects for
the development of many related industries that are directly
involved in serving tourists. As a result, in such areas as retail,
transport, public catering, consumer services, communica-
tions, construction, agriculture, as well as culture, sports, and
entertainment, there is an increase in employment and pro-
fitability, which positively affects the quality of life in the
region. Thus, according to the GRP, in 2018, every fifth new
workplace in the world was created in the tourism and recrea-
tion sector, and the multiplier effect due to its functioning
made 195.9 million people employed in related fields [16].
To study the factors influencing the development of
the potential of the tourist and recreational sphere of the
regions, the authors suggest using the following indicators:

« volume of capital investments in the tourist and recre-
ational sector per 1 person to determine the share of tour-
ist and recreational areas of regions in the total volume of
capital investments in Ukraine. Successful integration of the
tourist and recreational sphere of the regions of Ukraine
into the European and global tourism space implies compli-
ance with numerous international standards for the quality
of tourist services, standards for the construction and arran-
gement of roads, and other tourist and general infrastructure
facilities. It is the complexity and effectiveness of investment
solutions that largely determines the successful implemen-
tation of these tasks at different levels of public life (from
the micro level - the subject of tourist and recreational acti-
vities, to the macro level - the profile state management
body). The investment attractiveness of certain types of tour-
ist and recreational activities and tourist and recreational
locations, as well as the investment climate in general, are
among the main factors that directly affect the dynamics and
quality of structural changes both in the tourist and recre-
ational sphere of the region and its socio-economic system;

« dynamics of the volume of incoming and outgoing tour-
ist flows, as one of the main indicators of the effectiveness
of using their tourist and recreational potential, to deter-
mine the position of tourist and recreational areas of regions
by the level of their tourist balance. In particular, accor-
ding to the World Tourism Organisation (UNWTO) [18],
in 2018, with Ukraine’s share in global tourist flows of 1.2%,
the share of Ukraine’s revenues from tourism activities
among the world’s countries was only 0.1%. In general, such
a discrepancy indicates both a low level of use of the exist-
ing tourist and recreational potential of Ukraine and a low
efficiency of functioning of its tourist and recreational
sphere;

o the level of efficiency of using the tourist and recre-
ational potential (TRP) of the regions of Ukraine as an addi-
tion to the integral index of attractiveness of the TRS of the
regions of Ukraine for a comprehensive assessment of the
potential for the development of tourist and recreational
sphere in the economy of the regions of Ukraine. The amount
of net income from tourist and recreational activities per 1 per-
sonand per 1 km?is a balanced indicator of the financial and
economic efficiency of using TRP in the regions of Ukraine,
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which characterises the level of economic development of
their tourist and recreational sphere.

Conclusions

Factors influencing the development of the tourist and rec-
reational potential of regions and indicators of the contri-
bution of the tourist and recreational sphere development
to the regional economy are scientifically based indicators
of the level of tourist and recreational sphere development
of the regions of Ukraine. These indicators can be useful for
management bodies of various levels in the development
of mechanisms for state support of the tourist and recre-

allow creating favourable conditions for its sustainable
development in the future, as well as increasing the compet-
itiveness of the Ukrainian tourist and recreational product.
The activation of tourism market entities in Ukraine, as a
result of consistent state support for the development of the
tourist and recreational sphere of the regions, can contrib-
ute to the reproduction and strengthening of the human
potential of Ukraine through a positive impact on the pro-
cess of creating new jobs, increasing the level of income of
the population, improving the quality of tourism and general
infrastructure, increasing the level of competitiveness of the
national service sector.

ational sphere of regions and the state in general, which will

References

[1] Economic impact reports. (2020). Retrieved from https://wttc.org/Research/Economic-Impact.

[2] International tourism receipts worldwide from 2006 to 2020. (2020). Retrieved from https://www.statista.com/
statistics/273123/total-international-tourism-receipts/.

[3] Vakhovych, M., & Salivonchyk, .M. (2018). Structural-methodological research of economic modernization of the
region. Economic Sciences. Series “Regional Economy”, 15(59), 40-49.

[4] Danylyshyn, B., Onyshchenko, S., & Maslii, O. (2019). Socio-economic security: Modern approach to ensuring the
socio-economic development of the region. Economics and Region, 4(75), 6-13.

[5] Zhalilo, Ya. (2019). Decentralization of governance as an institutional factor of systemic transformation of economy.
Socio-Economic Research Bulletin, 1(69), 69-82.

[6] Karlin, M. (2017). The structure and features of the mechanism of climate finance functioning in modern conditions.
Economic Forum, 2, 270-280.

[7] Kravtsiv, V.S., Storonianska, I.Z., & Zhuk, P.V. (2017). Reforming the territorial basis of local self-government in the
context of its financial solvency. Economy of Ukraine, 1, 41-51.

[8] Monastyrskyi, H., & Rymar, H. (2020). Cooperation of territorial communities in the conditions of decentralization.
Public Administration and Administration in the Process of Economic Reforms, 1, 114-117.

[9] Pavliuk, T., & Havriliuk, V. (2019). State regulation of population employment. Young Scientist, 4(2), 506-509.

[10] Pitiulych, M.M., & Poberezhnyk, H. V. (2018). Directions to strengthen the financial independence oflocal governments
in conditions of decentralization. Socio-Economic Problems of the Modern Period of Ukraine, 3(131), 37-45.

[11] Sember, S.V., Mashiko, K.S., & Riabak, M.I. (2014). Features of reproduction the labor potential of priority economic
activities in Transcarpathian region. Regional Economy, 4, 107-116.

[12] The concept of state policy of reforming the protection of immovable cultural heritage. (n.d.). Retrieved from http://mincult.
kmu.gov.ua/control/publish/article?art_id=245358162.

[13] Register of monuments of national importance. (n.d.). Retrieved from http://mincult.kmu.gov.ua/control/uk/publish/
article?art_id=245365203&cat_id=244910406.

[14] Ukrainian UNESCO world heritage sites. (2013). Retrieved from https://tsdea.archives.gov.ua/exhibitions/unesco/
?page=ukrainian-object.

[15] Parfinenko, A.Yu. (Ed.). (2011). Tourist image of the region. Kharkiv: V.N. Karazin Kharkiv National University.

[16] Official website of the World Travel & Tourism Council. (n.d.). Retrieved from https://wttc.org/.

[17] Classification of economic activities (KVED-2010). (2011). Retrieved from http://kved.ukrstat.gov.ua/KVED2010/
kv10_ihtml.

[18] Compendium of tourism statistics, data 2014-2018. (2020). Retrieved from https://www.e-unwto.org/doi/book/
10.18111/9789284421459.

CnuCoK BUKOPUCTAHUX JpKepen

[1] Economic impact reports. URL: https://wttc.org/Research/Economic-Impact (accessed date: 15.03.2020).

[2] International tourism receipts worldwide from 2006 to 2020. URL: https://www.statista.com/statistics/273123/total-
international-tourism-receipts/ (accessed date: 15.03.2020).

[3] Baxosnu LM., CaniBonunk .M. CTpyKTypHO-MeTORO/MOTi4He JOCIiIKeHHA MOfiepHisalii ekoHOMiKY periony. ExoHomiuni
nayku. Cepist «Pezionanvha exonomixar». 2018. Ne 15(59). C. 40-49.

[4] Hauwmmms B., Macriit O., Ounnenxo C. ConianbHo-eKOHOMIYHA OesIeKa: CyJacHMi Mixiz 2o 3abe3IedeHHs CoLia/IbHO-
€KOHOMIYHOTO PO3BUTKY periony. Exonomixa i pezion. 2019. T. 4, Ne 75. C. 6-13.

[5] Kanino 1. Merjentparnisaist Braam sSK IHCTUTYLIMHNAT YMHHNK CUCTeMHOI TpaHchopMariii ekoHOMIKn. BicHuk couianvro-
exoHomiuHUx 0ocioncerv. 2019. Ne 1(69). C. 69-82.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 152-158 157



http://mincult.kmu.gov.ua/control/en/publish/article?art_id=244957086&cat_id=244954414
http://mincult.kmu.gov.ua/control/en/publish/article?art_id=244957086&cat_id=244954414
https://www.wttc.org/economic-impact/

Trends and Prospects for the Development of the Cereal Market in Ukraine

[6] Kapnian M. Crpykrypa Ta 0coOnmmBocTi MexaHi3My (PpyHKI[iOHYBaHHA KIIMaTMYHMX (PiHAHCIB B CyYacHMX yMOBax.
Exonomiunuii popym. 2017. Bum. 2. C. 270-280.

[7] Kpasuis B.C., Croponsncska 1.3., JKyk I1.B. PepopmyBaHHA TepuTOpia/IbHOI OCHOBY MiCLIeBOTO CaMOBPAYBaHHA
B KOHTeKCTi Jioro ¢inancoBoi cnpoMoxHocti. Exonomika Yipainu. 2017. Bum. 1. C. 41-51.

[8] Momnactupcpkuii I, Pumap I. CiBpoOiTHUIITBO TepUTOpia/IbHIX IPOMaJ] B YMOBAX JeLieHTpatisauii. ITyoniute ynpaeninns
ma aomiicmpysanHs y npovecax exoHomiunux pegpopm. 2020. Bu. 1. C. 114-117.

[9] TIamox T.I., TaBpumiok B.C. [lep>kaBHe peryoBaHHsI 3aifHATOCTI HaceneHHst. Monooduti eueruii. 2019. Ne 4(2). C. 506-509.

[10] ITitrommy M.M., ITob6epexxunk I.B. Hanpsamu 3mintHeHHA (iHaHCOBOI He3a/IeXHOCTI MiCLIeBOrO CaMOBPSAyBaHHA B
yMoBax geuenrpanisauii. CoyianvHo-exoHomiuni npobnemu cyuacnozo nepiody Yxpainu. 2018. Ne 3(131). C. 37-45.

[11] Cembep C.B., Mamiko K.C., Pa6ak M.I. Oco6mBoCTi BifTBOpeHHS TPYLOBOrO IOTeHLialy NpiOPUTeTHUX BUAIB
€KOHOMIYHOI [Iis/IbHOCTI 3aKapIaTchKoi 06macTi. Pecionanvra exonomixa. 2014. Bur. 4. C. 107-116.

[12] KoHuermis gepxxaBHOI MOMITHKY peopMyBaHH:A chepu 0XOpOHM HepyxoMoi KynbrypHoi crmapuyam. URL: http://mincult.
kmu.gov.ua/control/publish/article?art_id=245358162 (nara sBepHenHs: 15.03.2020).

[13] Peectp mam’saTok HarjionaabHoro sHadenwsA. URL: http://mincult. kmu.gov.ua/control/uk/publish/article?art_id=245365203&cat_
id=244910406 (nara 3BepHenHs: 15.03.2020).

[14] Yxpaincpki 06’extu cpitoBoi ciamupay JOHECKO. URL: https:/tsdea.archives.gov.ua/exhibitions/unesco/?page=ukrainian-
object (mara sBepHeHH:: 14.03.2020).

[15] Typucruanuii imimpk periony: Mmonorpadis / 3a pen. A.IO. ITapdinenka. Xapkis: XHY im. B.H. Kapasina, 2011. 312 c.

[16] Official website of the World Travel & Tourism Council. URL: https://wttc.org/ (accessed date: 15.02.2020).

[17] Knacnixanis Bupnis ekonomiuHoi gismprocTi (KBEJI-2010). URL: http://kved.ukrstat.gov.ua/KVED2010/kv10_i.html
(mata 3BepHenHs: 15.03.2020).

[18] Compendium of tourism statistics, data 2014-2018. URL: https://www.e-unwto.org/doi/book/10.18111/9789284421459
(accessed date: 15.03.2020).

MeToaunyHi 3acaau ouiHIOBaHHS NMOTeHLUiany
PO3BUTKY TYPUCTUUYHO-pEKpeaLinHol chepu B eKOHOMILli perioHiB

OpucnaBa IBaHiBHa KopkyHa

JIbBIiBCbKUI fep)XxaBHUI yHIBEPCUTET i3NYHOI KynbTypu
79007, Byn. KocTrowika, 11, M. JIbBiB, YkpaiHa

AHoTauif. B yMoBax 3pocTaHHs piBHA KOHKYpEHIil Ha CBITOBOMY Ta HalliOHa/IbHOMY TYPUCTMYHUX PUHKaX
0co6/MMBOI aKTya/IbHOCTi Ha0YBAIOTb NUTAHHSA OLiHKM IPUBAOIMBOCTI Ta MOTEHIIANy TYPUCTUYHO-PEeKpealiitHol
cepu perionis. MeToo H0C/iPKeHHS € po3p00OKa METOIMYHMX OCHOB OLIiHK IIOTEHI{ia/Ty TYPUCTUYHO-PeKpeariitHol
cdepu perioHiB 3 TOukM 30py Il IpMBAOIMBOCTI, 10 BU3HAYATIME IPMBAOIMBICTD i€l chepu mst yKpalHCHKUX
Ta iHO3eMHUX iHBeCTOpiB. [JJoCATTU Lji€l METU CTaNIO MOXX/IMBMM 3aBJAKM BUKOPUCTAHHIO 3ara/lbHOHAYKOBUX i
CIlelia/IbHMX METOMIB HOCIi/PKeHHS], 30KpeMa CTaTUCTYHIX, aHA/ITHYHNX i MaTeMaTYHUX. Y pOOOTi pOSIIIHYTO
IHCTPYMEHTApIll BUBYEHHA TYPUCTUYHO-PEKPEALIIHOrO IOTEHIIay PETiOHIB, AKMIl, HA BiIMiHY Bifl iCHYIOYMX,
BKJII0YA€ OL[HKY IPUBAOIMBOCTI TYPUCTIYHO-peKpeanliiiHoi cdepy perioHis; aHasIi3 BHECKY TYPUCTUYHO-PEKpPealiiiHOL
cepu B eKOHOMIKY perioHiB; BU3HaueHHs Bary (akTopiB, 10 BIUIMBAIOTh HA PO3BUTOK Ta pO30YIOBY IIOTEHIIiaTy
TYPUCTUYHO-peKpealnitHol chepu perioHiB. ABTOp NPOMOHYE METOAMYHI IifXOAM [O IHTErpanbHOI OLiHKM
IpUBaOIMBOCTI TYPUCTUYHO-peKpeaniitHoi cdepu perioHis, sAKi IPyHTYIOTbcs Ha imeHTH(ikanii pecypcHol
CTPYKTYpM IIpUBAOIMBOCTI TYpUCTUYHO-peKpealiiiHoi chepu B pospisi 4oTupbox cyOiHfeKciB (iHEeKC KyIbTypHOL
IpKBab/IMBOCTI, IHIEKCY IPUBAGIMBOCTI peKpealliifHIX pecypciB, iHieKCy IpMBaOIMBOCTI TYpUCTUYHOL iHMPacTPYKTypu
Ta iHJ|eKCy IHBeCTULITHOI IPUBAOINBOCT] TYPUCTIIHO-PeKpealiliHoOl cepy) po3pobuTy OOIPyHTOBaHI MeXaHi3Mu
PerioHa/IbHOTO MAPKETMHIY Ha BHYTPINIHBOMY Ta 30BHIIIHBOMY PMHKAX TYPUCTUYHOTO IPOAYKTY. BusHaveHo,
IO PO3POOJICHNIT METOIMYHMI IifXiT PYHTY€ETbCS Ha BUKOPUCTAHHI TapaMeTPUYHOIO METONLY, SIKMIL 38 PaXyHOK
PAaH)XyBaHHS CTAQH[APTU30BAHNX 3HAYCHD OCHOBHMX IIOKA3HUKIB TYpUCTUYHO-peKpealiliHoi cdepn perioHis
IO3BOJIAE BU3HAUUTY IX MICIA Y Hal[iOHA/JIbHOMY PeiiTMHTY IpUBaOIUBOCTI perioHis. IIpakTu4He BUKOPUCTaHHS
PO3pOOICHNX MiIXO/1iB 3a0€311e4NTh e(PeKTUBHICTh BUKOPUCTAHHSA HAsSBHUX TYPUCTIYHO-PEKpealliiiHNIX pecypcis,
HOiBUIIUTD iHBeCTUNiHY NpuBAaOIMBICTD TepUTOpii JyIA YKpaiHCDKMX Ta iHO3eMHNX IHBeCTOpiB, BMABMUTD
Ipo6JIeMy BUKOPUCTaHH:A MOTeHIiany Ta copMye epefyMoBY LA IX IIOXOIaHHS

KntoyoBi cnosa: iHTerpasbHa OLiHKa, perioHa/IbHNII TOTeHIial, TYPUCTIYHA cdepa, IPUBAOIUBICTD, METONNIHNI
iXif, oIjiHKa
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Abstract. The study of the impact of infrastructure on the development of the regional market of tourist services
is an urgent issue of modern economic research since the effectiveness of tourism development, the level of use of
the natural and cultural-historical potential of the region is largely determined by the capabilities of modern tourist
infrastructure. The purpose of the paper is to assess the existing infrastructure of the tourist services market in
the Transcarpathian region, identify problems in the infrastructure support of tourism, and determine the level of
influence of infrastructure on the development of tourism in the region. General scientific research methods allowed
achieving the purpose of the paper, including analysis, comparison, and generalisation. The paper considers the
essence and factors of influence of the regional tourist services market infrastructure on its development. The study
and assessment of the state of tourist infrastructure development were carried out based on the generalisation of
statistical data and calculation of individual indicators that take into account the level of infrastructure elements’
development: accommodation infrastructure, public catering, leisure and entertainment, transport, municipal,
environmental, border infrastructure, health and safety infrastructure. A comparative analysis of indicators of
the level of infrastructure development of the regional tourist services market with the average indicators of the
regions of Ukraine is carried out and the rank (place) among similar values of indicators of the regions of Ukraine is
determined. Based on the generalisation of the obtained data, a number of interrelated and interdependent problems
of infrastructure development of the tourist services market in the Transcarpathian region are identified. Practical
significance consists in identifying the main problems of infrastructure support for the tourist services market for
their priority solution

Keywords: tourist infrastructure, service market, accommodation infrastructure, infrastructure assessment,
infrastructure assessment indicators

The Problem Statement

The development of the regional market of tourist services
is closely related to the tourist resources and tourist infra-
structure available in the region, which either acts as a
factor that discovers the resource potential and is the basis
for market development or hinders the development of the
tourist and recreational sphere. In Ukraine, many national
and regional programmes and/or development strategies
define the tourism and recreation sector as one of the most
important priorities since it has a positive impact on the
state of the economy, contributes to employment growth,
investment inflows, and solving a number of other problems.
Therewith, tourism covers many sectors of the economy

Suggested Citation:

and is a complex system of intersectoral interaction, which
requires a comprehensive approach to solving the problems
of its development.

Most regions of Ukraine are characterised by infra-
structure problems in the tourist and recreational sphere,
which is the main reason for the decline in the compet-
itiveness of the Ukrainian tourist product in the tourist
services market. This is conditioned upon local, regional,
and national characteristics: the specific features of tour-
ist resources that determine the complexity and capital
intensity of infrastructure, the scale of tourist activities at
the appropriate territorial level, the effectiveness of public
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administration and spatial planning, the fragmentation of
the target market, the level of attracting investment, the
presence of competitive advantages, profitability and pay-
back period of infrastructure facilities. It should also be
considered that the long-term growth of the regional market
of tourist services can occur only if the infrastructure of the
regional tourism market and the regional tourism product
constantly correspond to the needs of the target market seg-
ments, their adaptation to the impact of globalisation and
competition processes, is based on the partnership between
the public and private sectors. The problems associated with
tourism infrastructure development are particularly notice-
able in rural and mountainous regions, in many cases due to
the incompatibility of public administration and regulatory
objectives and the interests of the private sector. In the cur-
rent conditions of increased competition in the tourism
market, it is worth paying more attention to the study of
the possibilities of using tourist resources in the region, in
particular, based on the development of appropriate infra-
structure, assessment of the impact of other sectors of the
economy on the tourist services market, the development of
public-private partnership and measures related to the conser-
vation of nature and local cultural and historical heritage.
In this regard, it becomes relevant to conduct a quan-
titative and qualitative assessment of the tourist infra-
structure of the region, compare it with other regions com-
peting within the sub-regional market of tourist services,
develop areas for the development and improvement of the
infrastructure of the regional tourist services market.

Analysis of Recent Research and Publications

Today, there are many Ukrainian and foreign authors,
including Ch. Cooper [1], K.V. Kryveha [2], M. Rohoza [3],
M.V. Vynohradova, PI. Soldatov [4], A.V. Kuzyshyn [5],
V.B. Butorina, [6], S. Jovanovi¢ and I. Ili¢ [7], N.V. Boshota,
V.V. Papp [8], M. Petrova [9], H.O. Horina [10], as well as
other researchers, who have already paid attention to the
study of the infrastructure of the tourist services market,
studying its composition, structure, development factors,
and determining territorial features.

For example, A.V. Velychkina [11], R. Dapkus,
K. Dapkute [12]; V.V. Druzhinina, O.M. Zalunina [13],
M. Petrova [9] investigated the impact of infrastructure on
the development of tourism, and also assessed the state of
the tourist services market infrastructure based on various
methodological approaches. V.F. Arkhipova, A.S. Levizov [14],
S.A. Boholiubova, D.E. Vasylykha [15], B. Seetanah [16] inves-
tigated the rational territorial-spatial planning of tourism
and the improvement of the management system at the local,
regional, and national levels, identified the basic factors
that determine the nature of the development of tourist
infrastructure in the regions.

Purpose of the Study

The purpose of the paper is to comprehensively assess the
infrastructure of the tourist services market in the region
and develop areas for its development and improvement.

Research Results

The infrastructure of the regional tourist services market
unites diverse industries and activities of both material
production and services. The interpretation of the essence
of the tourist services market infrastructure is dominated
by three main approaches: 1) theoretical and economic, as
a special sphere of labour application; 2) structural, as a set
of material objects; 3) functional, as a set of certain func-
tions and/or types of economic activity.

In the first approach, infrastructure is defined as a set
of industries that provide general conditions for social rep-
roduction. According to the second approach, the infra-
structure of the tourist services market is understood as
“a set of material objects that are carriers of various mate-
rial and non-material properties that ensure the maxi-
mum possible quantitative and qualitative implementation
of tourist goals under certain spatial and temporal param-
eters (in a particular place and at a particular time)” [17].
The third approach involves considering infrastructure as
a special set of elements (institutions, enterprises, organi-
sations, systems) that perform organisational, production,
social, and other functions to regulate, ensure the normal
and uninterrupted functioning of the tourist services market,
and the interaction of its subjects regarding the purchase,
sale, and consumption of a tourist product.

Summarising the above approaches, the composi-
tion of the regional market infrastructure of tourist services
can be defined as a set of enterprises that create conditions
and directly take part in meeting the needs of tourists:
production infrastructure (transport and logistics, utilities,
material and technical support, construction, energetics, pro-
duction of souvenirs and handicrafts, manufacturing of
tourism and sports products, information and communi-
cation sphere, etc.) and infrastructure of the service sector
(hotel management, public catering, cultural and entertain-
ment sphere, recreational sphere, health, sports, education
and science, etc.), as well as institutions, enterprises, organi-
sations that ensure functioning of the market infrastruc-
ture (institutional organisations, financial and credit sphere,
trade, exchange activity, innovation sphere, marketing and
advertising, employment, etc.).

As part of the regional tourist services market infra-
structure, one can also distinguish individual objects that
indicate the involvement of entities responsible for their
creation or maintenance. Commercial structures, such as
hotels or restaurants, create and operate social infra-
structure facilities to serve their customers (tourists). State
bodies (local self-government bodies and state structures)
develop social infrastructure not only to serve tourists but,
first of all, to create conditions for the development of soci-
ety (including tourists) and the economy (in particular,
economic entities in the field of tourism). Such objects
of industrial infrastructure are buildings, structures, and
engineering objects, transmitting devices and networks,
the infrastructure of the service sector - residential buil-
dings, hotels, social facilities, cultural and household
facilities.
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Different approaches to the interpretation of the
essence of the regional tourist services market infrastruc-
ture have led to the use of different methods of its assess-
ment. Based on the generalisation of scientific literature [10;
11; 13; 16; 18], there are three approaches to assessing the
development of tourist infrastructure:

— the first approach - the development of infrastruc-
ture in the regional tourist services market is evaluated
through a set of its elements, namely quantitative indica-
tors of infrastructure facilities and relative indicators (rel-
ative to the area of the region or the number of population).
Assessment methods related to this approach are based on
a system of statistical indicators and allow conducting a
comprehensive economic and geographical study of infra-
structure development in the territorial context, as well as
identifying gaps in infrastructure support;

- the second approach is based on the use of indexes
that reflect the state of infrastructure in relation to the base
region (territory or country) or a certain regulatory value.
The methods related to this approach reflect well the pro-
portions in the infrastructure development of the region
but do not reflect the level of importance of the development
of its elements;

— the third approach is based on the construction of
comprehensive models of infrastructure facilities that ensure
the provision of a certain amount of services, that is, they
reflect the ability of the region to receive the appropriate
number of tourists over a certain period. Such models con-
tain structural, functional, and spatial-territorial compo-
nents. However, they also have a number of disadvantages
since they do not quite clearly define the significance of an
individual object within each group of infrastructure ele-
ments. Using the above approaches, the authors will assess
the state of the tourist services market infrastructure in the
Transcarpathian region.

The Transcarpathian region has an extremely favour-
able transport and geographical position, which, together
with a considerable recreational, natural, historical, and
socio-cultural potential, allowed forming a tourist complex
of national and international importance. The determining

factor in the development of tourism in the region is infra-
structure, which is one of the most important structural
components of the regional market of tourist services. It is
the availability of infrastructure that determines the great
popularity of such main types of tourism in Transcarpathia
as sanatorium-resort tourism, ski, gastronomic, ecotourism,
sports and adventure, rural green tourism, religious, event
tourism, etc.

To assess the level of development of tourist infra-
structure and its impact on the volume of tourist ser-
vices provided in the region, the following indicators were
selected by structural elements:

- accommodation infrastructure — the number of hotels
and similar accommodation facilities and the number of
specialised accommodation facilities and places in them;

- public catering infrastructure — number of restaurants,
cafes, bars;

- leisure and entertainment infrastructure — number of
theatres and museums;

- transport infrastructure — density of public railway
tracks, density of highways;

- information and communication infrastructure — vol-
ume of services in the field of telecommunications and
communication;

- municipal infrastructure - equipment of apartments
in residential buildings and non-residential buildings with
a water supply and sewerage, hot water supply, heating;

- environmental infrastructure - volumes of capital invest-
ments for environmental protection and current costs for
environmental protection;

- border infrastructure - number of existing border
crossing points;

- health and safety infrastructure — the number of beds
in hospitals, the number of doctors of all specialisations,
the incidence of infectious diseases, the number of detected
crimes.

Summary data for assessing the level of tourist infra-
structure development in the Transcarpathian region are
given in Table 1.

Table 1. Indicators of the level of Transcarpathian tourist services market infrastructure development

Structural

Average

No. element Indicator Value value Rank
1.1. Number of hotels and similar accomodation facilities, units 208 99 4
1.2 Availability of hotels for 1000 people 0.17 0.06 2
1.3. Number of places, units 10169 5336 5
1.4. Airffcr(a)gfudciﬂ:)en Number of places per 1000 people, units 8.1 3.2 1
1.5. Number of specialised placement tools, units 42 68.7 7
1.6. Number of places in specialised accomodation facilities, units | 5141 9026 8
1.7. Number of places per 1000 people, units 4.1 5.35 10
2.1. Trade and Number of food establishments (restaurants, cafes, bars), units 2655 1883 7
2.2. catering Provision of food establishments for 1000 people 2.12 1.12 2
2.3. infrastructure Retail trade turnover, million UAH 18624.5 32613 17
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Table 1, Continued

No. Structural Indicator Value Average Rank
element value
3.1. Number of theatres, units 5 5 7
3.2. Leisure Number of viewers at performances, thousand 96.3 247.5 21
3.3. aqd Number of museums, units 14 23 19
entertainment
3.4. | infrastructure | Number of museum visits, thousand 694.3 656 8
3.5. Number of nature reserves and national parks 4 2.8 3
4.1. Density of communication routes, km per 1 thousand km? 261 282.3 16
4.2, Public roads with hard covering, km 3336 6649 23
4.3. Operational length of public railway tracks, km 624 902 18
Density of public railway tracks, km per 1 thousand km? of the
44. Transport territory 49 383 4
infrastructure
4.5, Passenger turnover of motor transport (buses), million pass. km 673 1420 22
121 26317 0,46%
46. Road |rnprovementf coyered bgs stops, units parking and 43 5378 0,80%
recreation areas, units toilets, units
15 3376 0,44%
. Volume of services in the field of telecommunications and
5. Info;n;gtlon communication, million UAH 11464 2619.5 18
5.2. | communication | Mobile subscribers, thousand 1457.5 2228 16
5.3. infrastructure Internet subscribers, thousand 509.5 945 19
6.1 qulpment of apartmgnts in residential and non-residential 410706 683110 29
buildings (number), units
2. W | , uni 41 1 12
6 Municipal ater supply and sewerage, units 306300 868
6.3. | infrastructure | Hot water supply, units 236015 321761 12
6.4. Heating, units 287385 468996 19
6.5. Waste generation, thousand tonnes 186.3 14093 1
) Capital investment in environmental protection natural
71 Ecological environment, million UAH 45.9 403 15
infrastructure
7.2. Current costs of environmental protection, million UAH 226.2 972.7 20
8. . Borderline Number of active border crossing points, units 19 230 8,3%
infrastructure
9.1. Number of hospital beds, units per 1000 people 6.6 7.15 22
9.2. I-(;eal';h Number of doctors of all specialisations, individuals per 1000 persons | 3.87 4.4 16
and safety
9.3. | infrastructure | Incidence of infectious diseases, individuals per 1000 persons | 0.11 0.43 4
9.4 Number of detected crimes 11006 18006 7
Source: developed based on [19-21]

In the infrastructure of the regional tourist services
market, one of the most important places for the develop-
ment of internal tourism belongs to accommodation faci-
lities. In 2018, there were 250 such enterprises created by
legal entities and individual entrepreneurs in the region,
including 208 hotels and similar accommodation facilities.
The largest number of listed subjects is concentrated in the
city of Uzhgorod, Svaliava district, Mizhhiria district, the city
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of Mukachevo and Mukachevo district, Uzhhorod, Rakhiv,
and Tyachiv districts [19]. In 2018, there were 10.2 thou-
sand places in the total potential of collective accommo-
dation facilities, the largest share of which (76.8%) was
made up of places in hotels and similar accommodation
facilities (hotels, motels). The Transcarpathian region ranks
fifth among the regions of Ukraine in terms of the number
of places in hotels and similar accommodation facilities
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(hereinafter excluding the temporarily occupied territo-
ries of the Autonomous Republic of Crimea, Sevastopol,
and part of the anti-terrorist operation zone), however,
in terms of the number of places per 1000 people of the
population - the first one.

The share of tourist flow in the Transcarpathian region
in the structure of the national tourist flow is 0.56%. This
indicates a predominant orientation towards visitors (both
from other regions of Ukraine and from abroad). In 2018,
114.6 thousand travellers used the services of collective
accommodation facilities (104.6 thousand of them were
citizens of Ukraine, 10.0 thousand were foreigners) [19].

In general, quantitative indicators of collective and
specialised placement tools indicate that their value is higher
than the average among the regions of Ukraine. As for the

qualitative assessment of accommodation facilities, most
establishments in the region belong to the non-star cate-
gory (174 establishments out of 210, which mainly corre-
spond to the level of two stars), three and four-star hotels,
which meets the needs of tourists with below-average and
average incomes. In particular, the ratings of tourists who
were in collective accommodation facilities and left their
ratings on the Booking.com website (Fig. 1), are as fol-
lows: 71% of institutions received a rating above 8 points
(out of the maximum 10 points), another 10% - a rating
of good (from 7.01 to 8 points), and 17% received a rating
below 6 points. Despite the high rating of most establish-
ments, there are establishments where the level of comfort
of stay and the quality of services do not meet the needs of
guests.

Il Excellent: 9+
Good enough: 6.01-7

[ Very good: 8.01-9

[l Satisfactory and lower: 1-6

[ Good: 7.01-8

Figure 1. Guest ratings of Transcarpathian region accommodation establishments on the Booking.com
website (as of 01.02.2020), in %

In terms of providing the infrastructure of the regi-
onal tourist services market with food establishments (res-
taurants, cafes, bars), Transcarpathia ranks second among
the regions of Ukraine in terms of “provision of food estab-
lishments per 1000 people”. The presence of a considerable
number of food establishments and original local cuisine
creates ample opportunities for gastronomic tourism. The
main problem is the uneven placement of food establish-
ments in cities and districts of the region. An equally impor-
tant element of the market infrastructure is retail trade,
which serves the local population and tourists, contributes
to the better development of the tourist potential of the region.

An important segment of retail trade is the sale of
souvenirs, products of local producers, and handicrafts.
Transcarpathia has a considerable potential for the devel-
opment of this segment of trade, for which it is necessary to
develop local brands for traditional goods of local production
(clothing, jewellery, food products, household goods, etc.).

The infrastructure of leisure and entertainment is
represented in the Transcarpathian region by cultural and
artistic institutions: theatres, philharmonic halls, muse-
ums, clubs, cinemas, concert organisations, culture and
recreation parks, etc. Quantitative indicators of the number
of institutions and their comparison with the indicators of
other regions of Ukraine indicate their insufficient num-
ber, which limits the potential of cultural and educational
tourism. However, this is compensated by such types of
tourism as active, extreme, sports, ski, ecological, which is
complemented by four nature reserves and national parks.
The main problems in the infrastructure of leisure and
entertainment are the following: non-compliance of ser-
vices with modern standards of tourist services, insufficient
information and communication support for events (local
festivals and holidays), seasonality, which generates fluctu-
ations in demand for services of leisure and entertainment
enterprises.
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The development of transport and transport infra-
structure remains a factor hindering the development of
the tourist potential of the region, as evidenced by both
indicators of transport infrastructure that are below the
average values among the regions of Ukraine, and reviews
of tourists who visited Transcarpathia for tourist purposes.
Only in terms of the density of railway tracks, Transcarpathia
ranks fourth, which forms a considerable flow of tourists
by rail transport. However, this does not solve the problem
of transport infrastructure, since a considerable spread of
tourist attractions and places on the territory of the region
requires high-quality communication and ensuring trans-
port accessibility of the main tourist places in mountainous
areas.

The following problems of transport and trans-
port infrastructure development in Transcarpathia can be
identified:

- expanding the capacity, improving the technical
quality of the road surface of existing road network and
expanding the accessibility of individual tourist places;

- technological development of all types of transport
and transport systems for the improvement of their safety,
environmental friendliness, comfort, etc.;

- development of roadside infrastructure and arrange-
ment of recreation areas for drivers and passengers (rec-
reation areas, campsites, tourist bases, hotels, motels, gas
stations, service stations, means of informing road users
about the location of roadside and tourist infrastructure
objects, etc.);

- development and arrangement of railway and bus sta-
tions, bus stops, information and related services in railway
and road transport, car rental services;

- development of air connectivity and river transport. Both
areas have potential for development in the Transcarpathian
region, provided that a number of issues are resolved at
the state level and investments are attracted. The existing
Uzhhorod International Airport in the region requires solv-
ing the issue of using Slovak airspace, as well as invest-
ments in the development of a modern airport terminal,
cargo terminal, and airfield infrastructure facilities.

Information and communication infrastructure is
closely integrated into ensuring the activities of all subjects
of the tourist market and has a decisive influence on the
development of tourist flows. Information tourist portals
and centres play an important role in ensuring the func-
tioning of the regional tourist services market, as well as
covering tourist places and objects with mobile commu-
nication networks, Wi-Fi, etc. On the other hand, modern
achievements in computer technology and the informa-
tion sphere encourage enterprises to focus on new sources
of competitive advantages and create them. Among such
new trends, a special place is occupied by the approach
called sharing economy or share economy [22, p. 71].
Such sharing platforms as Couchsurfing, Hospitality Club,
Airbnb, HomeExchange, Easynest, Surfair, Jump on Flyaways,
BlaBlaCar, GetAround, Antlos, Boatbound, EatWith, etc.

create considerable competition for conventional types of
travel business since they allow tourists to independently
plan their trips, stay in private homes, reduce costs, share
experience, evaluate and form a rating of tourist enterprises,
institutions, and organisations of tourist infrastructure,
tourist places, and regions by tourists themselves and the
dissemination of their personal impressions and experi-
ence of interaction with the subjects of the tourist services
market through special internet portals, blogs, or social
networks [23, p. 140]. Weekend trips are in high demand.
Active forms of recreation replace passive ones.

This situation requires adaptation of the activities
of tourist enterprises and infrastructure entities through
the development and implementation of innovations (new
services, routes, unique tourist products, new ways of inter-
acting with customers, increasing the consumer utility of
services, improving security), and also increases the role
of local authorities and industry associations to coordinate
actions, improving the availability and simplicity of sys-
tems for interacting with visitors, improving the quality
of services and the level of security.

Municipal infrastructure, environmental infrastruc-
ture, and health and safety infrastructure are mainly focused
on serving the population, enterprises, and organisations
of the region and are not sufficiently aimed at servicing
the regional market of tourist services. Among the many
issues, one of the central ones is the problem of solid waste
formation and management.

For the sustainable development of tourism in the
Transcarpathian region, it is necessary to ensure the develop-
ment of both internal, and inbound and outbound tourism.
In particular, there is a considerable imbalance between
internal and outbound tourist flows, as well as an insuf-
ficient level of development of inbound tourism (Fig. 2).
Considerable fluctuations in the volume of tourist flows are
caused both by the high sensitivity of the tourist services
market and the influence of a significant number of fac-
tors (the level of income of the population, security, pop-
ularity, etc.), as well as by the imperfection of the existing
system of tourism statistics in which a large number of tour-
ists are not included in official statistics. This is also explai-
ned by a decrease in demand for group trips and the acti-
vation of individual tourism, as well as an increase in the
number of independently organised trips. Modern infor-
mation technologies have created a wide range of tools
for individual travel planning and expanded the possibility
of implementing tourist services directly by tourism enti-
ties, provided direct interaction between the manufacturer
and the consumer of tourist services. The Transcarpathian
region is a border region and to use all the advantag-
es of the border and cross-border cooperation, including
in the field of tourism, it is necessary to develop border
infrastructure. Nowadays, the number of border crossing
points, their capacity, and the arrangement of infrastruc-
ture facilities are insufficient to serve incoming and outgoing
flows.
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Figure 2. The number of tourists served by tour operators and travel agents, by type of tourism
in the Transcarpathian region, persons

Source: developed based on [21]

Despite the recognition of the tourist and recre-
ational sphere as one of the priorities in the structure of
the regional economy, the development of the regional
tourist services market in the Transcarpathian region is
characterised by heterogeneity. Assessment of the level of
infrastructure of the regional market development estab-
lished a number of problems that hinder the develop-
ment of tourism in the region due to insufficient mate-
rial, technical, and information support of infrastructure
facilities.

Conclusions

The analysis and comprehensive assessment of the tour-
ist services market infrastructure in the Transcarpathian
region allows drawing the following conclusions:

- the development of the regional tourist services
market largely depends on the state and dynamics of its
infrastructure development;

— assessment of the tourist services market infrastruc-
ture of the Transcarpathian region by individual indicators
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OuiHka cTaHy iHppacTPYKTYpu perioHasibHOro pUHKY
TYPUCTUYHUX NOCAYr
Oner AmutpoBund JleHgen

MykauyiBCbKkui fepxxaBHUIA yHIBepCUTET
89600, Byn. Yxxropoacbka, 26, M. MykauyeBo, YKpaiHa

AHoTauisi. TocmimKeHHs BIUIMBY iHGPAaCTPYKTYpU Ha PO3BUTOK PEriOHAJIbHOTO PUHKY TYPUCTUYHUX HOCIYT
€ aKTyaJbHUM INMTAHHAM CYYaCHUX CKOHOMIUHNX JOCTIIKEHb, OCKIIbKM e(eKTUBHICTb PO3BUTKY TYPU3MY,
piBeHb BUKOPUCTAHHS NIPUPOJHOTO i KY/IbTYpPHO-iCTOPUYHOrO MOTEHIIialy periony 6araTo B 4OMy BM3HAYAETHCS
MO>X/IMBOCTSIMMU CY49aCHOI TYpUCTUYHOI iHpacTpyKTypu. MeToIo CTaTTi € OLliHKa HAsABHOI iIHPpacTPYKTypy pUHKY
TYPUCTUYHYX MOCTYT 3aKapIaTchbKol 00/IacTi, BUABICHHSA Ipo6IeM B iHPPacTPyKTypHOMY 3abesledeHHi Typusmy
Ta BU3HAYEHHs piBHSA BIUIMBY iHQPAacTPYKTypM Ha PO3BUTOK TYpM3MY B perioHi. JJOCATHEHHS MeTH HAayKOBOI
CTaTTi YMOXX/IMBVIN 3ara/;IbHOHAYKOBiI METOAM TOCTIPKEHHS, Cepefl AKMX aHa/li3, HOPIBHAHHSA Ta y3arajlbHEHHA.
Y crarTi po3ITIAHYTO CYTHICTb, YMHHUKM BIUIMBY iHGPACTPYKTypM PEriOHa/JIbHOTO PMHKY TYPUCTUYHUX IOCTYT
Ha J10r0 po3BUTOK. [TpoBefieHO JOCTIIKEeHHS i OLIHKY CTaHy PO3BUTKY TYpUCTUYHOI iHpacTpyKTypu Ha OCHOBI
y3arajibHEHHS CTaTUCTUYHUX JIaHMX Ta PO3PAXYHKY OKPeMUX IOKAa3HMKIB, 1[0 BPAXOBYIOTb PiBEHb PO3BUTKY
elleMeHTiB iHppacTpykTypu: iHQPacTPyKTypu po3MilljeHHs, IPOMajICbKOIO XapuyBaHH:A, [O3BILIA Ta pO3Bar,
TPaHCIIOPTHOI, KOMYHA/IbHOI, €KOIOTiYHOT, TPUKOPHAOHHOI iHPpacTPyKTypu Ta iHPpacTPyKTypyt OXOPOHU 37{0POB’sI
i 6esnexu. IIpoBeneHO MOPIBHAIBPHUIT aHA/i3 IOKA3HUKIB PiBHA PO3BUTKY iHGPACTPYKTYypU perioHajbHOrO
PVHKY TYPUCTUYHUX HOCTIYT i3 cepeHiMy IIOKasHUKAaMM perioHiB YKpalHM Ta BUSHAUECHO paHT (Miclle) IOKa3HUKa
cepef; aHA/IOTiYHMX 3HAYeHb MTOKa3HMKIB perioHiB Ykpainu. Ha ocHOBI y3araibHeHHS OTpMMaHUX TaHUX BUJiIEHO
HV3KY B3a€MOIIOB'A3aHNUX | B3a€EMO3aJIO)KHUX IPOOIeM PO3SBUTKY iHQPACTPYKTYPU PUHKY TYPUCTUIHUX IOCTYT
B 3akapraTchKiit obmacti. [IpakTuyHe 3HaUYEHHs MOJISATA€ Y BUOKPEM/IEHHI OCHOBHMX IP0o67IeM iHpacTpyKTypHOTO
3a0e3IeyeHHs] PUHKY TYPUCTUYHUX IIOCTYT JyIA IXHBOTO IepLUIOYepProBOro BUPIlIeHHS

KnioyoBi cnoBa: TypucTiuHa iHppacTpyKTypa, pUHOK IOCIYT, iHppacTpyKTypa po3MillieHHs, OLiHKa iHppacTpyKTypH,
HOKa3HMKY OLHKM iHdpacTpyKTypn
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Abstract. The relevance of the research subject is conditioned upon the objective conditions for the development
of the hospitality sector, which are characterised by considerable dynamism and uncertainty, and create obstacles
to the stable functioning of enterprises, forecasting, and strategic planning of their activities. Economically stable
functioning is an important prerequisite for increasing the investment attractiveness of enterprises, increasing
business activity and profitability, and in particular, determining the level of economic stability is an important
tool for managing the development processes of enterprises and industries. The purpose of the paper is to study
theoretical approaches and assess the economic stability of the development of hospitality enterprises in the
Transcarpathian region. To achieve this purpose, the author applied general scientific research methods, including
correlation, statistical and mathematical methods of cognition. The paper defines the essence of economic stability
in the development of hospitality enterprises in the region, systematises indicators and suggests a methodological
approach to assessing its level. The analysis of the development of the hospitality sector in the Transcarpathian
region is carried out, the level of stability of its functioning is calculated in the context of such economic indicators
as the volume of sales of services, profitability, and investment activity. Based on the results of the analysis, the
main tasks and priority areas for ensuring the economic stability of the development of hospitality enterprises in
the region are identified. A methodological approach to assessing the economic stability of the development of
industries in the region is substantiated, which involves calculating the comparative dynamics of key economic
indicators of the development of industrial enterprises in the region with similar indicators of the development of
the region's economy in general. Based on these results, the level of dependence of the industry on external factors
is determined, the degree of such influence is identified, and a system of adaptive mechanisms is developed at the
level of the industry and individual enterprises. The practical value of the paper is to determine the level of economic
stability of hospitality enterprises in the Transcarpathian region, the main factors influencing the development of the
industry, and further develop appropriate recommendations for improving the sustainability of its development
in modern conditions

Keywords: economic sustainability, tourism services, profit, sales volumes of services, profitability, capital investment

The Problem Statement

In modern conditions, which are characterised by considerable
variability of processes and phenomena under the influence
of scientific and technological progress, rapid changes in the
social, political, and economic spheres, increased competi-
tion, actual problems of effective functioning of enterprises
and sectors of the economy are the development of effec-
tive adaptation mechanisms to ensure stable activity and

Suggested Citation:

development. In this context, an important scientific task
is to analyse the level of stability of enterprises and sectors
of the economy to the influence of external forces, assess
existing and potential threats, and develop mechanisms for
stable growth.

Ensuring the economic stability of the development
of priority industries in the region will help to unlock and

Khaustova, K.M., Hoblyk, V.V, & Chernychko, T.V. (2020). Assessment of the economic stability of hospitality enterprises
development in the region. Scientific Bulletin of Mukachevo State University. Series “Economics”, 7(1), 169-174.
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build their potential, reduce the level of social tension,
and ensure the sustainable development of the region. Due
to the unique natural resource potential and the pres-
ence of a considerable number of cultural and historical
monuments, the hospitality sector is one of the priority
and dynamically developing types of economic activity in
Transcarpathia. Therefore, the issues of assessing econo-
mic stability and creating appropriate conditions for the
development of industry enterprises are relevant and require
additional research.

Analysis of Recent Research and Publications

Theoretical and methodological foundations for assessing
economic stability at the macro- and micro levels were con-
sidered in the papers of A.P. Vasyliuk [1], PA. Dadashova [2],
N.A. Kulbaka [3], A.V. Peretiatko [4], and other Ukrainian
scientists.

The research of O. Lutak [5], N.V. Boshota [6],
V.V. Papp [7] is devoted to the problems of development
of hospitality enterprises in the region. In addition, in the
context of comparative studies on the chosen problems of
economic stability, it is advisable to refer to the develop-
ments of the following scientists: D. Asan, N. Batyrova,
A. Aubakirova, N. Abishov, A. Kuralbayev [8], V.M. Shlikhta,
O.L Izotenko [9], E.I. Lukyanenko [10], I. Grinko [11],
S.V. Onyshchuk, Z.M. Buryk, P.V. Knysh [12], L. Filipishyna,
S. Bessonova, G. Venckeviciute [13]. Therewith, in the con-
ditions of economic, political and social turbulence char-
acteristic of the transformational period of development of
Ukraine at this stage, the issues of assessing the level and
methods of ensuring economic stability of the development
of hospitality enterprises are not given much attention.

Purpose of the Study

The purpose of this paper is to study the theoretical basis
and assess the economic sustainability of the development
of hospitality enterprises in the Transcarpathian region.

Research Results

The concept of “economic stability” in scientific papers is
most often used to characterise the development of pro-
cesses and phenomena at the macro level, and, at the level
of industries and individual enterprises, this phenomenon
does not have a single interpretation and approaches to
its research. The term “stability” (lat. stabilis) is borrowed
from the natural sciences, where it means a stable state,
the ability to exist for a long time, preservation in time. In
practice, the accuracy of its determination is achieved by
identifying certain types of stability and requires careful
gradation. Stability is associated with order, immutability,
equilibrity, stable functioning, etc. [1].

At the macro level, economic stability is under-
stood as “.. the internal ability of an economic system to
maintain its characteristics under the influence of desta-
bilising factors that manifest themselves over time and to
help to overcome emerging imbalances. A special feature
of the concept of stability is its dynamism. Macroeconomic

stability based on the modification of the Maastricht cri-
teria can be characterised using a number of indicators:
low inflation, long-term loan rates, the level of public debt-
to-GDP ratio, stability of the national currency, real GDP
growth” [5]. By the economic stability of a business entity,
N. Kulbaka understands “.. equilibrial balanced state of
economic resources that ensures stable profitability and nor-
mal conditions for expanded reproduction and sustainable
economic growth, considering the influence of the most
important external factors” [3]. The authors of the paper
agree with the opinion of A.V. Peretiatko, who suggests
considering economic stability as a function of time, in
particular, he argues that the allocation of the time factor
is due to the fact that the functioning of an enterprise is
not a static measure of determining the types of its activi-
ties on a certain date. Important for ensuring the economic
stability of an enterprise is certain knowledge about the
dynamics of its further development and the ability to fulfil
its obligations over time [4].

Based on the generalisation of scientific approaches,
the economic stability of the economic development of hos-
pitality enterprises is proposed to be understood as the long-
term functioning of industry enterprises within the limits
of minor deviations of the main economic indicators from
the average values that arise under the influence of external
and internal factors.

Notably, important characteristics of economic sta-
bility are ensuring positive growth rates of the main eco-
nomic indicators that characterise the development of the
industry, namely: the volume of sales of services, profit and
profitability, capital investment, etc. To determine the level
of economic stability of the development of hospitality sec-
tor in the region, a methodological approach is proposed,
according to which the level of economic stability is defined
as a comparative growth rate indicator of economic indi-
cators of the development of enterprises in the industry with
similar indicators of the development of region’s economy
in general. The comparative level of economic stability in
the context of individual indicators is calculated using the
formulas:

t
AQF = ;;1(;‘21' x 100 — 100) (1)
GRPp
Gt
APf = ;;1(6% X 100 — 100) )
G n Géli 3
ACIf = X152t X 100 — 100) )

where 6§;, Gérp, — growth rates of sales of products and ser-
vices in the industry and growth rates of the gross regional
product during the period t; 6§, ,65,.— profit growth ratesof
hospitality enterprises and, on average, regional enterprises
for the period t; where 6, 6¢;,.— growth rates of capital in-
vestment in the industry and enterprises of the region in
general during the period ¢;
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In the context of this methodological approach,
the target function of the stability of economic develop-
ment, as a result of comparing the rate of economic devel-
opment of hospitality enterprises with the rate of economic
development of the region, will have the form:

Sgp = f (AQF + APF + ACIF) > 0 (4)

where S, - a comparative indicator of economic stability of
the development of hospitality sector in the region; where
AQE, AP, ACIY — comparative annual growth rates of sales
volumes, profits, and capital investments of hospitality en-
terprises in the region for the period ¢.

The results of such a comparison allow determin-
ing how many percent of the rate of economic develop-
ment of hospitality enterprises depends on the influence
of macroeconomic and natural factors.

Nowadays, the hospitality industry is the most power-
ful economic system in the country and an important com-
ponent of the tourism economy [6]. In modern conditions,
the sphere of hospitality is a set of economic activities
aimed at providing visiting guests with food, housing, as
well as organising their leisure time. The main components of
the hospitality sector are enterprises of the hotel and restau-
rant business, as well as the sphere of art and entertainment.

Given the considerable natural resource potential,
unique historical and cultural heritage, and favourable ter-
ritorial position, the hospitality sector of the Transcarpathian
region has a considerable potential for development, which will
have a positive impact on the region’s economy. However,

as scientists O.M. Liutak and Yu.M. Grebeniuk note,
“.. currently, the following main problems in the tourism
industry of Transcarpathia remain [5]:

« weak communication accessibility of territories that
are promising for development for tourist and recre-
ational purposes (unsatisfactory condition of roads, lack
of electrification, installation of telephones);

« lack of a sufficient number of qualified personnel and
specialised educational institutions for their training;

« insufficiently developed service infrastructure of terri-
tories and industry infrastructure;

o lack of a legally established mechanism for registering
private farms that provide services in the field of rural
green tourism”

These problems, as well as considerable instability
of socio-economic and political processes in the country,
insufficient level of infrastructure support for tourism de-
velopment, seasonality of certain types of services, have a
negative impact on the stability of economic development
of the industry and financial results of enterprises. In par-
ticular, despite the increase in the number of tourist flows
and the level of the workload of tourist enterprises, during
2014-2018, the average level of profitability of services in
the industry is negative, and in 2018 it was -11%.

Generalising indicators of the development of hos-
pitality enterprises are the growth indices of the main
economic indicators during the study period, which is
illustrated in Figure 1.
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Figure 1. Indices of indicators of economic development of hospitality enterprises in the Transcarpathian region

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

As can be seen from Figure 1, the indices of the main
indicators of economic development of hospitality enter-
prises in the Transcarpathian region show multidirectional
trends. In particular, due to an increase in sales volumes
in 2017 by almost 5 times, compared to the previous period,

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1) 169-174

the volume of gross profit of industry enterprises decreased
by almost 30%. Trends in capital investment correlate with
sales of hospitality products and services but are opposite
to profitability indices. Analysing the growth indices of
sales of services by industry enterprises in the region, it can
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be noted that in 2015 and 2016, the growth rate of this indi-
cator was lower than in previous periods, but in 2017 there
was a significant spike in growth of 534%, accompanied by
an increase in capital investment in the industry. However,
in 2018, the growth rate of sales of services decreased and
amounted to only 67%, compared to the previous period.
Despite a considerable increase in gross profit in the in-
dustry in 2018 by 197%, the overall level of profitability of

enterprises decreased by 4%. The above dynamics indicate
the lack of a stable and balanced economic policy for the
development of the hospitality sector in the region.

Based on the proposed methodological approach,
comparative indices of growth in indicators of economic
stability of hospitality enterprises in the Transcarpathian
region for the period 2014-2018 have been calculated. The
calculation results are shown in Table 1.

Table 1. Growth rates of indicators of economic development of Transcarpathia and the hospitality sector in the region

Indicators 2014

2015

2016 2017 2018

Growth rates of economic indicators of development of hospitality enterprises in the region, % compared
to the previous period

AQ§ 132 103 120 534 122
ACIf 137 161 55 241 67
AP 48 202 118 69 197
Growth rate of economic development indicators of the Transcarpathian region, % compared to the previous period
6o, 113 120 112 133 104
Géry 84 143 123 121 133
G, 131 155 142 77 117
Comparative indicators of economic stability and development of hospitality enterprises in the region, %
AQF 17 -14 7 302 17
ACIf 21 34 -51 82 -36
APf -63 30 17 -10 69
Comparative indicator of
economic stability of the 25 50 -61 373 50

development of hospitality
sector in the region (with ,,)

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

As the results of the analysis have shown, during
2014-2018 (except for 2015), the growth indices of sales of
hospitality services outstripped the growth indices of the
gross regional product by an average of 17%, and in 2017
they exceeded the growth rate of the comparative indica-
tor by 3 times. This indicates the rapid development of the
industry under study in the region and the growth of its
importance for the regional economy. This effect is partly
due to the growing role of the region in the development
of the tourism potential of Ukraine and the course of part
of internal tourist flows to the region after the occupation of
the Autonomous Republic of Crimea, improving the tourist
image of Transcarpathia, and activating marketing. Analysing
the comparative rates of capital investment in the industry, it
is worth noting significant dynamic fluctuations. In particular,
in 2014-2015 and 2017, the rate of capital investment in the
industry economy exceeded the same rate of investment in
the region’s economy. However, in 2018, there is a decline
in positive trends -36%, which is associated with a certain
stagnation in the economic activity of enterprises and peak
growth of indicators in 2017. Stable development of the indus-
try requires considerable investment in the development of
primarily the infrastructure of the region, the introduction of
innovative types of services, and the improvement of service.

Significant fluctuations in the profitability indices of
hospitality enterprises indicate the instability of the economic
development of the industry, a considerable dependence of
its economic efliciency on seasonality of demand and the
influence of macro-environment factors. Notably, the intro-
duction of a visa-free regime with EU countries creates addi-
tional challenges for the competitiveness of Transcarpathian
enterprises due to the flow of potential consumers of services
to European countries.

The calculated indicator of economic stability of
the development of hospitality sector in the Transcarpathian
region shows that the industry is developing inconsistently
and abruptly, and largely depends on the influence of both
external and internal factors. Therewith, in some years, the
total results of economic development of enterprises in the
studied field are higher than the average in the regional
economy, which indicates the role and growth prospects for
the development of tourism and hospitality in Transcarpathia.

To ensure the stable development of hospitality enter-
prises in the region, it is necessary to create appropriate
conditions that will help to increase the competitiveness of
the industry and minimise the impact of negative factors
of the macro environment. In particular, according to sci-
entists V.V. Papp and N.V. Boshota, among the priority areas
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of sustainable tourism development in the region, thereare [7]:  in particular (children, pensioners, disabled people, etc.).

1) ensuring the balance of economic, environmental, and so- Important factors of competitiveness and stable eco-
cial factors of development; 2) ensuring a balance of interests ~ nomic growth of hospitality enterprises in Transcarpathia
of tourists and the local population; 3) fair distribution of  are the development of related economic activities (logistics,
tourism income among all members of the local community,  transportation, medical services, banking sector, trade) and
including all segments of the population, the most vulnerable  the development of transport infrastructure.
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OuiHKa eKOHOMIYHOI CTabiNIbHOCTi PO3BUTKY NiANPUEMCTB
cepu roCTUHHOCTI Y perioHi

KceHiss MuxasinisHa XayctoBa, Bonogumup BacunboBud [065uK,
TetaHa BonogumupisHa YepHun4ko

MykauyiBCbkuii fep)xaBHUi yHiBepcuTet
89600, Byn. Yxropoacbka, 26, M. MykayeBo, YkpaiHa

AHoTaLif. AKTYaJIbHICTb TeMM TOCIIPKEeHHSA 00yMOBJIeHa 00’ €KTUBHMMY YMOBaMU PO3BUTKY cepu TOCTUHHOCT],
[0 XapaKTepMU3YIThCA SHAYHMM [MHAMI3MOM i HEBM3HA4YEHICTIO, Ta CTBOPIOKOTDH MEPELIKOAM AJIsI CTabiIbHOro
(GYHKIIOHYBaHHSA MifJIPUEMCTB, IPOTHO3YBaHHA JI CTPATerivYHOro IVIAHYBaHHA IXHbOI AisIbHOCTL. ExoHOMIUHO-
cTabinbHe (YHKIIOHYBaHHS € BaK/IMBOIO IEPeyMOBOI [UIs Ii/|BUINEHHs IHBECTUILTHOI IpuBabIMBOCTI
HiNPMEMCTB, 3pOCTaHHA [i0OBOI aKTMBHOCTI Ta IPMOYTKOBOCTI, @ 30KpeMa BU3HAYCHHS piBHA e€KOHOMIYHOI
CTaOIPHOCTI € BaXXIMBUM iHCTPYMEHTOM YIpaBJIiHHA IIPOLeCaMyl PO3BUTKY IIAIPUEMCTB i ramyseil. Meroo
CTaTTi € JOCTiIKEHHS TeOpeTUYHMX IIAXOAiB Ta OLiHKa eKOHOMI4HOI CTabiIbHOCTI pO3BUTKY HiAIpPMEMCTB
cdepu rocTmHHOCTI y 3akaprarchkiit obmacti. [l JOCATHEHHs [TOCTaB/IEHOI MeTH aBTOPOM Oy/im 3aCTOCOBaHi
3araJIbHOHAYKOBI METOIV HOCTiKEHH:A, cepefl AKUX KOPENALHMIA, CTaTUCTUYHMI i MaTeMaTUIHUIT METORM
nisHaHHA. Y CTaTTi BUSHAYEHO CYTHICTh €KOHOMIYHOI CTabGiMbHOCTI PO3BUTKY HigNPUEMCTB chepy TOCTUHHOCTI
Y PeTioHi, CMCTEMaTN30BaHO MTOKA3HMKY Ta 3alIpOIIOHOBAHO METOAMYHIII MifXifl o oniHKM ii piBHA. IIpoBeneHo
aHaJIi3 pO3BUTKY cepyt TOCTMHHOCTI y 3aKaparchKiil 06/1acTi, 064ncieHo piBeHb cTabinbHOCTI i1 PyHKI[iOHYBaHHS
y po3pisi TaKMX eKOHOMIYHMX IIOKa3HMUKIB, IK 00CAT peastisalil mocayr, IpuOyTKOBICTDb Ta iHBeCTULIIHA Tis/IbHICTD.
3a pesynbraTaMu aHa/li3y BU3HAUYCHO OCHOBHI 3aBJIJaHHA Ta NPIOPUTETHI HANpsMM 3a0e3ledeHHs eKOHOMIYHOI
CTabiIbHOCT] pO3BUTKY IIANIPUEMCTB cepy FOCTMHHOCTI Y perioHi. O6IpyHTOBaHO MeTORVYHMII IiAXi/l 10 OLiHKY
€KOHOMIYHOI CTabiIbHOCTI PO3BUTKY Tany3eil y perioHi, 1o mepepdadae 0OYMC/IeHHs MOPIBHANBHOI JUHAMIKI
K/IIOYOBMX €KOHOMIYHMX ITOKAa3HMKIB PO3SBUTKY IIJIPMEMCTB Tajy3i y PEriOHi 3 aHA/JOTIYHMMM IIOKa3HUKAMU
PO3BUTKY €KOHOMIKM perioHy 3aranom. Ha OCHOBI BKasaHUX Pe3y/IbTaTiB BU3HAYEHO PIBEHDb 3a/IEKHOCTI Tamysi
BiJj YMHHNKIB 30BHILIHbOTO BIUIMBY, BUSBJICHO CTYIIHb TAaKOTO BIUIMBY Ta PO3POOJIEHO CUCTEMY aJallTUBHUX
MeXaHi3MiB Ha PiBHI ramysi Ta oKpemux mpgnpueMcTs. [IpakTryna iHHICTD CTATTi IONATA€ Y BUSHAYEHH] PiBHSA
eKOHOMIYHOI cTabiIbHOCT] MigNpreMcTB cepy TOCTMHHOCTI y 3aKapIaTchKiil 006/acTi, OCHOBHUX YMHHMKIB
BIUIMBY Ha PO3BMTOK TajIysi Ta IOfaibllilt po3poOiii BiJIOBIHIX peKOMeH/alliil {00 MiABUILeHHs CTiKOCTi i
PO3BUTKY B Cy49aCHMX yMOBax

KntoyoBi cnoea: eKOHOMiuHa CTiIKiCTb, TYpUCTUYHe OOCIYTrOBYBaHHS, NIPMOYTOK, obcArM peanisanii mocnuyr,
PEeHTa0e/IbHICTD, KalliTa/IbHe IHBeCTYBaHHA
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Abstract. In order to make the right management decisions and build a management model, it is necessary not
only to analyse statistical data but also to consider the weight effect of their characteristics on the optimal choice of
decision. The aim of the study is to build hierarchical models for evaluating the activities of restaurants providing
mobile food services in cities and districts of the region using the statistical indicators “Number of enterprises”
and “Volume of services sold” for a certain period. The article presents a comparative assessment of the performance
of restaurant enterprises in cities and districts of the Zakarpattia region using the Saaty method for the last quarter
of 2017 and 2018. The method of hierarchy analysis was chosen for the assessment due to its versatility, as it can
be used not only to analyse and compare the state of the industry or individual enterprise, but also to make more
complex management decisions and forecast the situation. The research conducted by this method allowed to evaluate
the activity of restaurant enterprises by integrating several indicators, identify the criteria that will allow making the
right management decisions to improve the management policy in the region, identify depressed areas in need
of investment and government regulation. The scientific novelty is to build a hierarchical model of evaluation of
restaurant enterprises using fully consistent matrices of pairwise comparisons obtained by transforming indicators
of economic activity into dimensionless criteria of the hierarchical model of Thomas Saaty. The conducted research
using the method of hierarchy analysis allowed to rank cities and districts by quantitative assessment of the level
of efficiency of the restaurant industry, to identify those criteria that will allow making the right management
decisions to improve the efficiency of the restaurant industry in cities and districtss

Keywords: industrial policy, industrial potential, method of analysis of hierarchies, criterion of industrial activity,
hierarchical model, model of Thomas Saaty

The Problem Statement

Regional policy is an integral part of national economic
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build a management model, it is necessary not only to anal-
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The advantage of the method of analysis of hierarchies, in
this case, is its versatility in decision-making.
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Purpose of the Study

The aim of the study is to build hierarchical models for
evaluating the activities of restaurants providing mobile
food services in cities and districts of the region using the
statistical indicators “Number of enterprises” and “Volume
of services sold” for the last quarter of 2017 and 2018.

Research Results

The authors evaluate the activity of restaurants and the

provision of mobile food services in the cities and districts
of the region by the method of hierarchies [10; 11] on the
indicators “Number of enterprises” and “Volume of services
provided” using the statistical data of the fourth quarter in
2017 and 2018 to conduct a comparative assessment.

Preparation of initial data for calculations by the
method of hierarchies [12] involves obtaining dimension-
less quantities and converting them into a scale of relative
importance of the criteria (Tables 1, 2).

Table 1. Weight coefficients of indicators, (Max-Min)/Max

IV qtr. 2017 IV qtr. 2018

Number of enterprises Volume of services sold Number of enterprises Volume of services sold

0.92 1 1.00 1
Note: Max = 1; Min = 0.92

Table 2. Activities of restaurants and providing mobile food services

IV qtr. 2017 IV qtr. 2018
Volume of services Volume of services
City, district (raion) Nurpber of . §old (at market Nun_1ber of _ .sold (at market
enterprises, units/ prices1), thousands enterprises, units/  prices1), thousands
data converted into % of UAH/data data converted into % of UAH/data
converted into % converted into %
Uzhhorod 12 100 6897.5 100 12 100.00 7283.90 100.00
Berehove 8 66.67 670.1 9.72 8 66.67 504.40 6.92
Mukachevo 11 91.67 1259 18.25 12 100.00 1325.20 18.19
Khust 7 58.33 259.8 3.77 7 58.33 290.60 3.99
Chop 1 8.33 0 0.00 0.00
Berehove Raion 1 8.33 0 1 8.33 0.00
Irshava Raion 1 8.33 0 2 16.67 0.00
Mizhhiria Raion 3 25 106.7 1.55 2 16.67 0.00
Mukachevo Raion 1 8.33 0 1 8.33 0.00
Perechyn Raion 1 8.33 0 1 8.33 0.00
Rakhiv Raion 5 41.67 668.9 9.70 5 41.67 790.70 10.86
Svaliava Raion 6 50 879.3 12.75 6 50.00 1001.10 13.74
Tiachiv Raion 1 8.33 0 1 8.33 0.00
Uzhhorod Raion 7 58.33 2189.1 31.74 6 50.00 622 8.54
Khust Raion 1 8.33 0 1 8.33 0.00
Max 12 100 6897.50 100 12 100.00 7283.90 100.00
Min 1 8.33 106.70 0 1 0.00 290.60 0.00

Source: [13; 14]

Preparation of initial data for calculations by the
method of hierarchies involves obtaining dimensionless

quantities and converting them into a scale of relative
importance of the criteria (Table 3).

Table 3. Scale of relative importance of the criteria

Quantitative assessment of the Qualitative assessment of the intensity

of relative importance S

intensity of relative importance

1 Equal importance Equal contribution of both criteria

3 Moderate advantage of one over Experience and judgment give a slight
the other advantage of one criterion over another

5 Significant or strong advantage Experience and judgment give a strong

advantage of one criterion over another
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Table 3, Continued

Quantitative assessment of the Qualitative assessment of the intensity

intensity of relative importance of relative importance Explanation
L One criterion has such a strong advantage
/ Significant advantage that it becomes practically significant
9 Very strong advantage The obvious superiority of one criterion

over another is most strongly confirmed

Intermediate decisions between two

2,468 adjacent judgments

Are used in a compromise case

A matrix of pairwise comparisons is obtained by formulas: ~ where x, - elements of the matrix of pairwise comparisons

xi;—1 . of weight coefficients of the criteria, Table 1, a, - elements

a;; =8x =1 +1ifx;; > 1 (1)  of the Table 3, matrices of pairwise comparisons of criteria
1 are converted into a scale 1-9, according to Table 2 using

a;j = G’ ifx; <1 formula 1 (Table 4). First of all, the authors will make calcu-

lations based on the data of the 4" quarter of 2017.
Table 4. Weight coefficients of indicators in the scale of relative importance of the criteria (scale 1-9)

IV qtr. 2017 IV qtr. 2018

Number of enterprises Volume of services sold Number of enterprises Volume of services sold
1 9 9 9
Note: Max = 9; Min =1

Table 5. Weight coefficients in the scale of relative importance (scale 1-9)

IV grt. 2017 IV qrt. 2018

City, district (raion)

Number Volume Number Volume
of enterprises of services sold of enterprises of services sold

9
6
8
5
1
1
1
2
1
1
4
5
1
5
1
9
1

Uzhhorod
Berehove
Mukachevo
Khust
Chop
Berehove Raion

Irshava Raion

Mizhhiria Raion

Mukachevo Raion

Perechyn Raion
Rakhiv Raion
Svaliava Raion

Tiachiv Raion
Uzhhorod Raion
Khust Raion
Max
Min

DO =R W= NN R R aaalalalNdIN| O
Sl _,lo =, =2 =2 INN=2O 0O |O0O|O

DO R [ A A NN R AaAaAajalaaajla|Nd|-v

Table 6. Matrix of pairwise comparisons [15] of the criteria on the scale of relative importance of the criteria (scale 1-9)

Indicators Number of enterprises Volume of services sold
Number of enterprises 1 1/9
Volume of services sold 9 1
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Table 7. Matrix of pairwise comparisons of the node “Number of enterprises”
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Table 8. Matrix of pairwise comparisons of the node “Volume of services sold”
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Figure 1. Hierarchy of the digraph for assessing alternatives, 4" quarter of 2017
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Figure 2. Integral assessment of the level of restaurant activity, provision of mobile food services
in cities and districts of the region, 4" quarter of 2017. Pie chart
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Figure 3. Integral assessment of the level of restaurant activity, provision of mobile food services in cities
and districts of the region, 4" quarter of 2017. Vertical chart

In the 4™ quarter, the highest indicator in the hierar-  Tiachiv Raion, and Khust Raion all have the minimum level
chy has the city of Uzhgorod - 0.302, and then in descend-  in the hierarchy - 0.033.
ing order: Uzhhorod Raion - 0.11; Mukachevo - 0.076; Then the same calculations were made according to
Berehove - 0.071. The city of Chop and districts Berehove  the data of the 4™ quarter of 2018.
Raion, Irshava Raion, Mukachevo Raion, Perechyn Raion,

Table 9. Matrix of pairwise comparisons of the criteria on the scale of relative importance of the criteria (1-9)

Indicators Number of enterprises Volume of services sold
Number of enterprises 1 1
Volume of services sold 1 1
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Table 10. Matrix of pairwise comparisons of the node “Number of enterprises”. 4" quarter of 2018
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Table 11. Matrix of pairwise comparisons of the node “Volume of services sold”. 4" quarter of 2018
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Figure 4. Hierarchy of the digraph for assessing alternatives, 4" quarter of 2018
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Figure 5. Integral assessment of the level of restaurant activity, provision of mobile food services
in cities and districts of the region, 4" quarter of 2018
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Figure 6. Integral assessment of the level of restaurant activity, provision of mobile food services in cities and
districts of the region, 4" quarter of 2018. Vertical chart

In the 4* quarter, the highest indicator in the hierarchy
has the city of Uzhgorod - 0.264, and then in descending
order: Mukachevo - 0.126; Svaliava Raion - 0.085; Rakhiv
Raion - 0.077.

The city of Chop and districts Berehove Raion,
Mukachevo Raion, Perechyn Raion, Tiachiv Raion, and Khust
Raion all have the minimum level in the hierarchy - 0.028.

Conclusions

The article evaluates the activity of restaurants providing
mobile food services in cities and districts of the Zakarpattia
Oblast using the statistical indicators “number of enterprises”
and “volume of services sold” with the Saaty method (hier-
archy analysis method). It is established that the integrated

score of the relative efficiency of the restaurant industry
in Zakarpattia is the highest in Uzhgorod. The city of Chop
and districts Berehove Raion, Mukachevo Raion, Perechyn
Raion, Irshava Raion, Tiachiv Raion, and Khust Raion require
the priority attention of authorities and investors.

The conducted research using the method of hierar-
chy analysis allowed to rank cities and districts by quantify-
ing the level of efficiency of the restaurant industry, identify
those criteria that will allow making the right management
decisions to improve the efficiency of the restaurant indus-
try in cities and districts. Obviously, the right management
decisions will be those that are aimed at equalising the dis-
tribution of alternatives (Fig. 3) and the weight coeflicients
of indicators (Fig. 6).
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OuiHKa AifANbHOCTI pecTopaHiB MIiCT Ta palloOHiB
3akapnaTcbKoi 06nacTi MeToaoM aHanisy iepapxiun
TetsiHa BonogumumpiBHa LLntikoBa, Mukosa IBaHOBMY IrHaTULLNH

MykauyiBCbKkuii fepxxaBHUIA yHIBepCUTET
89600, Byn. Yxxropoacbka, 26, M. MykauyeBo, YKpaiHa

AnoTaujis. )11 NpUiTHATTS NPaBUIbHUX YIPABIIHCBKUX pillieHb Ta ITOOYLOBY MOJe/i YIIPaB/IiHHA HeOOXiTHUM € He
JIUIIIe aHaIi3 CTATUCTUYHMX JAHUX, aJie J BpaXyBaHHs BarOBOTO BIUIVBY iX XapaKTePUCTUK Ha ONTHMA/IbHICTD BUOOPY
pimeHHs. MeToro HOCIiIKeHHs € 06yoBa iepapXiYHMX MOZeIel OLiHKM AisNIbHOCTI peCTOpaHiB 3 HaJJaHHsI IIOCITYT
MOOIIPHOTO XapuyyBaHHA B MicTax Ta palioHaX OOJacTi 3 BUKOPMCTAHHS CTaTUCTUYHVX HMOKasHMKIB «KimbkicTb
nignpuemMcrB» Ta « OO peaisoBaHNX IOCTYT» 38 BUSHAYCHWII Hepiof. Y cTaTTi HpOBefjeHO OPIBHAIbHY OLIHKY
pe3y/IbTaTiB is/IbHOCT peCTOpaHHMX MiJIIPMEMCTB MIiCT Ta pailoHiB B 3aKapIaTChbKill 00/1aCTi 3 BUKOPUCTOBYBaHHAM
Mmerony Caari 3a ocranHiit kBapran 2017 i 2018 pokis. MeTox aHaisy iepapxiit 00paHWit AL IPOBENCHHS OLIHKY
3aBJAKY CBOIJ YHIBEPCA/IbHOCTI, aJlPKe MOXKe BUKOPUCTOBYBATHUCS He TiIbKM JJIA aHA/Ti3y Ta MOPIBHAHHA CTaHy raaysi
Yy OKPEMOTO IiITIPUEMCTBA, a Vi I IPUITHATTA OUIbII CKIa/JHUX YIPaB/IiHCHKUX pillleHb Ta IIPOTHO3YBaHHA CUTYaLIiL.
[IpoBeneni JOCTIKEHHSA 3a MM METOLOM IO3BOIVM/IN OTPUMATU OL[IHKY HifTIbHOCTI PECTOPaHHUX MiJIIPUEMCTB
IHTETpyBaBIIM JEKi/IbKA IOKA3HUKIB, BUABUTY Ti KPUTEPIii, ypaXyBaHHA AKUX JACTh 3MOTY NPUIHATH IPAaBUIbHI
YIIpaBIiHCBKI pillleHH: W[Ofj0 MiABMUIeHHA eeKTUBHOCTI YIPaB/IiHCbKOI HOTUKY B 00/1aCTi, BUABUTH IeIIPECHUBHI
PpalioHy, 10 TOTPeOYIOTh IHBECTHIIIN Ta iepXKaBHOTO perymoBaHHsA. HaykoBa HOBM3Ha ITO/IATa€ B II0OYIOBI iepapxiyHOl
MOJIETi OL[iHKY NisIIBHOCTI pECTOPAHHMX IiJIIPUEMCTB 3 3aCTOCYBAHHAM IIOBHICTIO Y3TO[PKEHMX MaTPULb IIOIIAPHIX
HOPiBHAHD, OTPYMAHKX LUIAXOM TpaHCOpMaLil IOKa3HUKIB eKOHOMIYHOI Ais/IbHOCTI B Oe3po3MipHi KpuTepil
iepapxiunoi mopeni Tomaca Caari. IIpoBeneHi focmigkeHHA 3a METOZOM aHaIi3y i€papXill ZO3BOMMIN IIPOPAHKYBATH
MicTa Ta pailoHM 3a KiIbKiCHOIO OLI{HKOIO PiBH:A e()eKTUBHOCTI peCTOPaHHOTIO rOCIIOAPCTBA, BUABUTY Ti KpUTepii,
ypaxyBaHHs AKUX JacTb 3MOTY IIPUIIHATU IPAaBUIbHI YIPAaBIIHCHKI pillleHHs IOA0 MiZBUINEHHS e(eKTUBHOCTI
PeCTOpaHHOro TOCHO/APCTBA B MiCTax Ta paitoHax 06/acTi

Kntoyosi cnoBa: MpoOMIICIOBa IOMTITHUKA, TPOMICIOBIIL IIOTEHIIia/l, METOJL aHA/Ii3y iepapXili, KpUTepil MPOMICIOBOI
aKTUBHOCTI, iepapxiyHa Mofienb, Mofienib Tomaca Caarti
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Abstract. The relevance is determined by the need to investigate the 2010 eurozone sovereign debt crisis and the
factors that led to it. These factors range from a combination of international trade imbalances, the impact of the
global crisis from 2007 to 2012, the failure of European governments' bailout approaches that created barriers for
bondholders in both banking and the private sector, and high-risk lending policies and loans, forced by unregulated
credit requirements between 2002 and 2008 and fiscal policy choices related to government revenues and
expenditures. The aim of the study is to model data to identify a set of primary risk factors and identify economic
variables and their impact on both the local economy of Greece and the financial markets associated with it. As
a result of the study, a set of primary risk factors and their impact on the local economy of Greece, the domestic
financial market based on external sources, was identified to validate the analysis. Methods of statistical analysis
and macroeconomic modeling of data were used for this purpose. Generalised models of autoregressive conditional
heteroskedasticity based on data provided by the World Bank Data Portal have become a method of modeling. As
a result, the autoregressive conditioned heteroskedastic (ARCH) and the generalised autoregressive conditioned
heteroskedastic (GARCH) models, built and trained on the data of 2006-2009, were obtained, predicting volatility
from 2010. It was found that the model of the autoregressive integrated moving average is not suitable for the task
because there was no noticeable autocorrelation. It was found that volatility has a tendency to fade. This observation
coincides with reality. Systemic risk indicators, mainly used to forecast national risk, are usually based on insider
data from rating agencies or financial institutions. This article provides results close to the composite indicator of
systemic stress provided by the European Central Bank (ECB) using the ARCH and GARCH models on publicly
available data. Practical significance refers to the principle of model formation, which allows creating risk indicators
based on publicly available state financial data

Keywords: economy, Single financial market, macroeconomic models, prices for goods, risk indicators

The Problem Statement

Despite much effort and decades to build a strong Single  of their financial systems. This led to a constant sovereign
Financial Market, some member states of the area didnt  debt arising from the need to refinance government debts.
have proper crisis resolutions and mechanisms at the time ~ The sovereign debt crisis threatened the Euro Area and
of the Global Financial Crisis of 2008. There was a threat of ~ European Union in general to near facing a new reces-
widespread bank failures in EU countries and near collapse  sion [1-3]. Credit agencies' ratings and indexes are black
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boxes, based on insider data unavailable to most investors.
The paper identifies and analyses the effects of (interest
rates, market concentration, and monetary supply or com-
modities prices) and their effect on both the economy and
traditional approaches to portfolio risk management.

Analysis of Recent Research and Publications

As the crisis faded off, the interest in its analysis of Greece
economy slowly went down. The last major macroeconomic
research was done by the Business Insider journal to rate
Greece recovery rate [4]. The main studied publication in this
paper was European Central Bank report on Greece [5]. It
provides analysis of Greece fall and recovery and uses SSSI
to measure risk. A more academical source used was a series
of Kenton, W papers based on usage of GARCH models in
macroeconomics. Systemic risk indicators, primarily used
for forecasting statewide risk, are usually built on insider
data of rating agencies or financial institutions. In this paper
we obtain results close to Systemic Stress Indicator pro-
vided by European Central Bank (ECB) using ARCH and
GARCH models on public data [6]. The unresolved part
of a common ‘black box’ problem is GARCH modeling.

Setting the Objectives

The objective is to model the boiling state of the Greek local
financial market before the peak of the Sovereign Debt Crisis
of Eurozone in 2009, modeling the insights of foreign inves-
tors and credit rating organisations. We will identify a set of
primary risk factors and their effect on both the local economy
and the markets involved to validate the analysis done.

Results and Discussion

The Euro Area also called Eurozone is a monetary union
of 19 of the 27 European Union (EU) member states which
have adopted the euro as their common currency and sole
legal tender. European Union has initially been established
in 1993 with the aim of achieving economic integration via
stimulating members economic growth, encouraging indus-
trial specialisation and enhancing supplemental gains from
international trade. The Euro Area has been expanding from
time to time and other members of European Union have
been integrated by agreeing to adopt Euro as their currency.

The paper provides extended traditional data modeling
workflow used in both research and industry. Data has been
selected, sourced and modelled to provide insights fed into
the analysis. Analysis is driven by analytic graphs, explor-
atory analysis, and has been discussed to validate statistical
and macroeconomic models (Autoregressive Conditional
Heteroskedasticity (ARCH) and Generalised Autoregressive
Conditional Heteroskedasticity (GARCH)) chosen and ap-
plied from a set of provided techniques [7-10].

This paper will use both statistical analysis and macro-
economic data modeling techniques to identify a set of pri-
mary risk factors or economic variables and their effect on
both the local economy of Greece and the markets involved.

The selected method of modeling is Generalised autore-
gressive conditional heteroskedasticity models. The rese-
arch is based on the data provided by World Bank Data
Portal. Experiment — building and fitting ARCH and GARCH
models. Subject — Greek government bond triple A with
1-year yield maturity and SSSI. The authors decided to
build a model around variance. The point is to study spread,
which can be used to indicate panic and turbulence in the
finance market. Those swings are typical for Sovereign Debt
Crisis (as stated by the EU commission report studies). The
authors will forecast possible variance based on data, obser-
vable before the crisis peak. This allows to predict data with
the same conditions as experts during the crisis.

The ARCH/GARCH models are suitable because the
authors are expecting the data to be a trendless white noise.
As the data is turbulent in the presence of the crisis, there
should be no significant trends in volatility and no shared
variance. The authors have not used the ARIMA (autore-
gressive integrated moving average) model because of the
decision to focus on shocks and deviations of the series and
not on the forecast itself. This paper uses ARCH/GARCH
time series model to analyse data. ARCH stands for Auto-
regressive Conditional Heteroskedasticity (ARCH) and it
is a time-series analysis tool for securities markets with the
principle that periods of low volatility are often followed by
periods of high volatility. Meaning that the variance of the
error term describing these markets would vary depending
on the variance of previous periods. If the change in variance
can be correlated over time, then it can be modeled using
an autoregressive process, such as ARCH.

On the other hand, GARCH process is often pre-
ferred by financial modeling professionals because it pro-
vides a more real-world context than other ARCH and
other models when trying to predict the prices and rates
of financial instruments [11; 12]. It is an extension of the
ARCH model that incorporates a moving average com-
ponent together with the autoregressive component. Spe-
cifically, the model includes lag variance terms (e.g., the
observations if modeling the white noise residual errors of
another process), together with lag residual errors from a
mean process [13]. The introduction of a moving average
component allows the model to both model the conditional
change in variance over time and changes in the time-de-
pendent variance.

The authors selected SSSI as an external risk mea-
surement to show high-risk exposure. The indicator is based
on the work of D. Holl4, M. Kremer, and M.Lo Duca [14].
This paper plots “CISS - a composite indicator of systemic
stress in the financial system” on the graph to view changes
over the years from 2008 in the Euro Area (Fig. 1) [15]. The
budget to Gross Domestic Product (GDP) spending was
selected as it is, partially, a cause of the Sovereign Debt Crisis.
The authors fetched Greece and overall Eurozone data to
visually show how drastic were the changes in spending of
Greece compared to overall situation (Fig. 2).
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Figure 2. Spending to GDP ratio

To show how the crisis affected financial markets, we
selected Euro area bonds with 1-year maturity. The authors
intentionally selected grouped eurozone bonds dynamics
without specifying the emitting country (Greece, for exam-
ple) to show how wide the crisis was. The data is Euro area
(changing composition) — Government bond, nominal, all
issuers whose rating is triple A - Svensson model - con-
tinuous compounding - yield error minimisation - Yield
curve spot rate, 1-year maturity — Euro, provided by ECB.

Government bond triple a
N

The paper uses European Central Bank “Yield curve
spot rate, 1-year maturity - Government bond, nominal, all
issuers whose rating is triple A - Euro area (changing com-
position)” as cited in the code section in the appendix. Based
on the work of D. Holl6, M. Kremer, and M. Lo Duca [14],
this paper plots CISS (a composite indicator of systemic
stress) in the financial system on the graph to view changes
over the years from 2008 in the Euro Area [first graph], and
shows government bond interest in the area (Fig. 3).
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Figure 3. Government bond triple A
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First, the range from 2006-04-01 (the first data ob-
servations) to 2009-02-01 is selected - before the peak of
the crisis. It is essential to build models on data obtained
before the crisis started to cool down. Then, it is necessary
to check autocorrelation function (ACF) to see, does the
obtained data contain trends or is it a random noise. The
authors are taking squares of data returns and building
ACF graphs. The ACF of the series below shows that the
series looks to be white noise. So, it is possible to try to

fit ARCH/GARCH. Additionally, the authors used Value at
risk (VAR) method to display risk exposure in the given en-
vironment. The calculation is listed in appendix, and here are
the results: Parametric VAR is -0.081 and Historical VAR is
-0.072; Simulated VAR is -0.0782096667041426 (NB: here,
the VAR is negative as it is the money lost) (Figs. 4-5).

As it is seen, the Auto Regressive Integrated Moving
Average model is not suitable here, as here is no notable
autocorrelation (Figs. 6-7).
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Figure 4. Bond yields autocorrelation
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Figure 6. Debt to GDP rate in the selected range
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Figure 7. Government yields in the selected range

Now it's time to fit ARCH and GARCH models. The 100 days for the bond yields and 50 years for the government
model build and fit part is listed in the code appendix. Then  spending (Fig. 8).
it is possible to forecast the next 100 ticks of data. This is

Mean Model

coef std err t P>l 95.0% Contf. Int.

mu 0.0531 1.487e-02  3.569 3.581e-04 [2.392e-02,8.220e-02]

Volatility Model

coef stderr t P>t 95.0% Conf Int.

omega 0.0156 4.932¢-03 3.155 1.606e-03 [5.892¢-03,2.523e-02]
alpha[1] 0.0879 1.140e-02 7.710 1.260e-14 [6.554¢-02, 0.110]

beta[1]  0.9014 1.183e-02 76.163 0.000 [ 0.878, 0.925]

Figure 8. Short listing of GARCH model summary

As it is seen, the coefficients alpha, omega and mu  crisis is about to peak and descend. Before settling down,
have a small std, so it is possible to proceed with it. Let's  the volatility of bond yields swings a lot. This shows a high
analyse ARCH and GARCH outputs. The volatility seems  level of uncertainty in the boiling market (Figs. 9-10).
to fade out. This observation coincides with reality, as the
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Figure 9. ARCH and GARCH models output for bonds yields
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Figure 10. ARCH and GARCH models output for spending to GDP ratio

Conclusions

A similar pattern can be observed with spending volatility
prediction. It is uncertain what Greece's actions might be
right away, but in the end, they should pick a rate and set-
tle down. Both of these observations, based on models, are
close to the real historical state of the market. This informa-
tion explains the state of the market before the peak - high
uncertainty and high volatility of government bond yields
adding to uncertainty, relatively low VAR shows that even
with observed volatility, the risks of default are still relatively
high - approx. 8%. This adds to the panic and explains the
high yields of the bonds.

The authors have modelled the boiling state of the
Greek local financial market before the peak of the Sovereign
Debt Crisis of Eurozone in 2009, obtaining the insights of
foreign investors and credit rating organisations. Obtained
results explain the state of the market before the peak -
high uncertainty and high volatility of government bond
yields. The obtained forecast is relatively close to the one
provided by ISSS and based solely on publicly available
data. Generalised autoregressive conditional heteroskedas-
ticity modeling is a general and effective tool, that can be
used in risk forecasting of macroeconomic stress.
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Y3arasbHeHe MoAenioBaHHA aBToperpeciutHol YMOBHOI
rerepocKkefacTUYHOCTI OAHOPIYHUX AepXXaBHUX obnirauin Mpeuir
nig Yac Kpu3u cyBepeHHoro 6opry €spo3onmn y 2010 poui
Jlyka MapisitHoBnY bapuwuny’, [liyaoHHa [lyceHrymykiza?

"MixxHapogHUI yHiBepcUTeT (iHaHCIB
03056, npocn. lNepemoru, 37, M. Kuis, YkpaiHa
2YHiBepcuteT YoprigkBaHT
LA 70170, npocn. CenHT-Hapnbs, 201, m. Hosuii OpneaH, CLLA

AHoTaLjifl. AKTya/IbHICTD MOJIsIiTae y HeOOXIJHOCTI ZOCTIANTI KPU3Y CyBepeHHuX 60priB eBpo3onu 2010 poky Ta
YMHHUKIB, AKi 1 copyarawm. Li ¢paxropyu BapilorTbes Bifj IO€HAHHA MDKHAPOLHOI TOProBeIbHOL YCIIPONIOPLI],
BIUIMBY I7106abHOL Kpuau 3 2007 1o 2012 pix, HeBaui MifX0AiB PATYBa/JIbHIUX 3aXO0/iB €BPOINENICHKUX YPAMIB, AKi
CTBOPIOBAJIV II€PEIIOHM /I BJIACHUKIB 00J1iraniit BogHo4yac 3 6aHKiBCHKOI rajTysi Ta IpMBAaTHOTO CEKTOPY, MO THKA
KPeIUTYBaHHA Ta MO3MKM 3 BUCOKMM PiBHEM PU3MKY, 10 NPUMYIIYBaaUCsA HEPEry/lIbOBAHMMU BMMOTaMU [0
KpeauTiB y mepiox 3 2002 o 2008 pik Ta Bubip ¢ickanpHOI MOMITUKY, OB I3aHNUIT 3 JOXOAMY Ta BUTPAaTaMI YPSIAY.
MeTor0 JOCTI/KeHHSI € MOJIe/IIOBaHH JaHVX [/Is BUSBICHHSA HA0OPY NEPBYHHUX YMHHUKIB PUSYKY Ta BI3HAYCHHS
€KOHOMIYHMX 3MiHHUX i IXHbOTO BIUIMBY 5K Ha MiCLieBy eKOHOMIKy Ipenii, Tak i Ha ¢piHaHCOBI pUHKY, 110 OB sA3aH1
3 Helo. YHaCIiIOK JOCTiIKeHHs 0Y/I0 BM3HAYeHO Ha0ip IepBMHHMX YMHHUKIB PU3MKY Ta iXHiil BIUIMB Ha MicreBy
exoHOMiKy Ipemnii, BHyTpilHiil (iHaHCOBUIT PMHOK Ha OCHOBi CTOPOHHIX MXepes, I Balifalil mpoBeeHOro
aHasi3y. JI7s 11boro BUKOPUCTOBYBa/INCA METOAM CTAaTMCTMYHOTO aHasli3y Ta MAaKpPOEKOHOMIYHOTO MOJENIOBAHHA
TaHMX. MeTomoM MOJENIOBaHHA CTanM y3araJbHEHi MOJE/i aBTOPErpeciiiHOl YMOBHOI IeTepOCKeNaCTUIHOCTI,
o 6a3yrThCs Ha HaHUX, HagaHux Ilopramom maHux CBiToBOro 6aHKy. YHACTiZOK OTpPMMAHOro moOymoBaHi Ta
HaTpeHOBaHi Ha faHux 2006-2009 pokiB aBTOperpecHBHO YMOBHY rerepockegactuuny (APYT) Ta ysaraibHeHO
aBTOpErpecHBHO YMOBHY retepockenactiyny (YAPYT) moperti, o IporHO3y0Th BOTATWIbHICTD Big 2010 poky.
BusBneHo, 1110 MOJie/ib aBTOPerpecUBHOI iHTEIrPOBaHOI KOB3HOI cepeJHbOI He MiXOAUTD /IS TOCTaBJIeHol 3aauli,
OCKiZIbKM He Oy/I0 IOMiTHOI aBTOKOpeAnil. BusABieHo, 10 BOMATUIBHICTD Ma€ CXWIBHICTb HO 3racaHH:. Lle
CIIOCTEPeXKEeHHsI 30iraeTbest 3 peanbHiCTIO. [IOKasHMKM CUCTEMHOTO PU3MKY, 110 B OCHOBHOMY BUKOPVCTOBYIOTHCS
IS IPOTHO3YBAaHHS 3aTa/IbHOJEP)KaBHOTO PU3NUKY, 3a3BUUall OyAYIOTbCA Ha iHCAlIePChKVUX HaHUX PENTUHTOBUX
areHTCcTB 260 (iHAHCOBMX yCTaHOB. Y Lill CTaTTi OTPUMAaHO pe3ynbTaTy, 6/u3bKi o CHCTEeMHOrO IOKa3HMKa
HaIpyTy, HaJJAHOrO €BpONelicbKuM LieHTpanbHuM O6aHkoM (ELIB), Bukopucrosytoun mozeni APYT ta YVAPYT Ha
3araJIbHOJOCTYIHMX JaHuX. [IpakTiuHe 3HaYeHHA Ma€ NPUHLUMI GOPMyBaHHA MOJEII, 110 J03BOJIAE CTBOPIOBATU
[IOKa3HMKM PU3KKY Ha OCHOBI IyO/IiYHMX Hep>KaBHMX PiHAHCOBMX JaHUX

KntouoBi cnoBa: ekoHOMiKa, €auHMIT GiHAHCOBUI PUHOK, MAKPOEKOHOMIUHI MOJeI, IiHY Ha TOBApH, IOKa3HMKA
PpUBKKY
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Abstract. The relevance of the study is determined by the importance of diversifying the portfolio for private
investors. Buying a physical gold metal and (or) buying gold futures can reduce portfolio risks due to gold price
volatility and its recognition as a global benchmark for settlement. The purpose of the paper is to study the current
state of the world gold market, study the rating of gold and foreign exchange reserves of the leading countries, study
modern mechanisms of gold trading, review the state of exchange trading of gold metal in Ukraine. The paper
uses general scientific research methods aimed at comparing and analysing global trends in the development of the
global gold market and its main tools. The paper determined that exchange trading in precious metals in Ukraine is
underdeveloped and represented by the banking metals market. Today, the Ukrainian market does not meet global
requirements and private investors are not very active in buying gold futures. It is proved that the reasons for the
lack of interest in placing gold futures in Ukraine are the lack of legislative regulation of the private gold market,
the low level of development of the country’s economy, and the current geopolitical situation. It is concluded that
the development of the gold and precious metals market is important since its positive changes will allow starting
the movement of gold by releasing it from private savings into investment means. It is concluded that the main
content of state support for the development of the gold market in Ukraine is to create opportunities for Ukrainians
to compete with foreigners for investment in Ukrainian business. The development of the gold market is relevant
and requires further research

Keywords: precious metals market, gold, banking metal, ETF instruments, country's gold reserve, gold and foreign
exchange reserves

The Problem Statement

Gold as an investment instrument is the leader among pre-
cious metals, which is most preferred by investors to diver-
sify risks. The most common is gold trading using futures
and derivatives. The price of gold, like any other financial
instrument, depends on supply and demand for it. However,
gold is a special, historical metal with a unique philosophy,
so both supply and demand are not the only factors influ-
encing the price. The state of the mining industry, the devel-
opment of the economy, the traditions of the population,
the development of the exchange and banking sectors have
a considerable impact on the price of gold [1].

The gold market in Ukraine is characterised by rem-
nants of the post-Soviet consumer philosophy and bears
little resemblance to modern markets, such as Shanghai,
Singapore, India, and Switzerland. Research on the state
and prospects of development of the Ukrainian gold market

Suggested Citation:

remains relevant since trends in the global gold market
show a constant increase in price and demand.

The gold market in Ukraine is inactive with a low
rate of development. The gold mining industry is expen-
sive, so the primary gold market is limited and is repre-
sented by special customers - the NBU and enterprises
that consume the gold metal. The purchase of gold as an
investment portfolio instrument is of little importance for
Ukrainian investors; they are of little interest to CTF assets
due to the poorly developed offers of Ukrainian exchan-
ges. As for the involvement of Ukrainian investors in the
world gold trading markets, unfortunately, there are not
enough funds, knowledge, experience, and a legally reg-
ulated mechanism for buying and selling gold for private
investors in the world precious metals markets.

Bratyuk, V.P,, & Mykhalchynets, H.T. (2020). Gold in Ukraine: Investment or business. Modern view. Scientific Bulletin
of Mukachevo State University. Series “Economics”, 7(1), 191-197.
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Analysis of Recent Research and Publications
A number of studies by Ukrainian scientists are devoted
to the problem of the establishment and development of
world precious metals markets. Among them, the works
of PI. Korenyuk [2], Ye.A. Erfan [3], V.Yu. Dudchenko [4],
Yu.V. Polyakova [5] deserve special attention. However, the
issues of development of the Ukrainian precious metals
market through the functioning of developed exchanges
and PTFs, mechanisms for buying and selling modern
international ETF instruments remain poorly studied.

Purpose of the Study

The purpose of the paper is to study the current state of
the world gold market, study the rating of gold and foreign
exchange reserves of the leading countries, study modern
mechanisms of gold trading, review the state of exchange
trading of gold metal in Ukraine.

Research Results

Gold was and remains a human guide to prosperity, sav-
ings, and wealth. The attitude of the leaders of countries
and the ordinary population to gold as a special commodity
has remained unchanged for decades. The current attitude
to gold is determined by the essence of the country’s in-
surance instrument and its creditworthiness status. This
is proved by the IMF’s recommendation regarding a certain
quota of gold in reserves for central banks of at least 19% [6].

Paper money loses its use value over time and de-
values in relation to gold, which continues to be the bench-
mark of world money, regardless of the level of production
and trade in it. The modern gold market acts as a special-
ised centre of gold trading, with regulatory mechanisms of
this process, for the purpose of industrial consumption,
private hoarding, diversification of the investment portfo-
lio, speculation, exchange for world currencies, develop-
ment of insurance reserves [7]. On an organisational basis,
the gold market is a consortium of several banks autho-
rised to conduct operations with gold: cash transactions with
gold, operations with shares of gold mining companies, term
(forward, futures, swaps) operations with gold. In the market
of forward operations with gold, hedging, speculative term
transactions, and arbitrage operations are carried out.

World practice has identified various forms of organi-
sation of precious metal markets, including:

« markets strictly regulated by the state, that is, where
the central bank is the sole buyer and seller of precious met-
als, other entities cooperate in the purchase and sale of gold
metal and precious stones only with it (China, South Africa);

» gold exchange trading with Central Bank Directive rules
(France, Turkey);

o free exchange trading of precious metals (USA, Hong
Kong, Luxembourg);

o interbank trade in precious metals monopolised by
internationally active banks (Germany, Switzerland, Turkey);

« competitive interbank trading with influential market
makers — dominant banks (USA, Japan, Holland) [6].

In addition, the gold markets function through real
metal trading (China, India, Switzerland, Holland, South
Africa) and futures swap trading (USA, UK, Japan, Shanghai).

The spot gold market, which currently operates in
London, determines the dollar price of real trading with
aphysical unit of the metal. In the United States, CME Group Inc.
(Chicago Mercantile Exchange Group) quotes gold futures,
which determines and predicts the future price of it.

The start of the Shanghai Gold Exchange (SGE) in 2014
played a decisive role in the global gold trade, which deter-
mines the spot price of gold in yuan, which affects the import
price of gold to China. The world’s largest gold producers
today are China, India and Russia.

The last two decades have become central to China
in all areas, including the gold trade. China has created a
large-scale physical gold market by increasing its volumes
to 950 tonnes per year, gold imports — to 500 tonnes per year
and its production - to 430 tonnes in 2018, which exceeds
its figure by 400% compared to 2001, and thus ranked 1*in
the world.

An equally important role in the functioning of the
global gold market is played by the Indian gold market,
which is also characterised by a large-scale physical turnover
of this metal. The tradition of gold accumulation has been
forming for centuries, and the modern Indian mentality has
not left it. Gold is used as bank collateral, savings, and welfare
status. Jewelry is especially valued in India, which increases
the consumption of gold at the level of 750 tonnes per year,
largely imported [8].

Such changes in physical consumption affect the
global price of gold. An important factor influencing the gold
market, in addition to physical consumption, is the mon-
etary policy of the Federal Reserve system, the US dollar
exchange rate and the geopolitical situation in the world,
and the global economy in general.

Thus, according to the World Bank, the leader of the
formed Gold and foreign exchange reserves is China (Table 1),
giving way to reliable Switzerland, conventional India, and
the influential United States.

The leaders of the gold reserve are the United States,
Germany and Italy, whose reserve reaches 70-80% of the
country’s total gold and foreign exchange reserve (USA -
78.3%, Germany - 74.3%, and Italy — 70%, respectively)
(Table 2).

Table 1. Gold and foreign exchange reserves of the world’s countries as of 01.01.2020

Rating Country Gold and foreign exchange reserve, US dollars
1 China 3168216331199
2 Japan 1270467 038787
3 Switzerland 787 021 335 044
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Table 1, Continued

Rating Country Gold and foreign exchange reserve, US dollars
4 Saudi Arabia 509 468 527 336
5 Russia 468 645 216 083
6 USA 449 907 088 829
7 Hong Kong 424 619 925 347
8 South Korea 403 082 233 386
9 India 399 167 159 227
47 The Netherlands 38431 677 255
14 Germany 198 027 061 675
18 Italy 152 361 936 422
17 France 166 483 400 197
Source: [9]

Table 2. Rating of the gold fund of the world countries as of 01.01.2020

Rating on the country’s gold Rating
and foreign exchange reserves Country on the country’s goldreserves ) SR, T
1 China 6 1948.3
2 Japan 8 765.22
3 Switzerland - 1040
5 Russia - 2113
6 USA 1 8133.5
9 India 10 598.6
14 Germany 2 3364.2
18 Italy 3 2451.8
17 France 4 2436
47 The Netherlands 9 612

Source: [10]

The tenth place in the Statista rating was taken by
India: its Gold Reserve is above 598 tonnes. The ninth place
was taken by the Netherlands with a reserve of 612 tonnes,
while the eighth belongs to Japan - 765 tonnes. The fifth,
considerable gold reserve in the world is held by the Russian
Federation — 2113 tonnes, and China took the sixth place —
1948 tonnes. The owner of the most considerable gold reserve
is the United States — 8133.5 tonnes, which is equal to the
whole gold reserve of European leaders: Germany - 3364.2,
Italy — 2451.8, France - 2436 tonnes [11].

Ukraine ranks 56" in the world in terms of the
amount of gold stored in the country’s treasury. In 2014,
the country’s gold reserve considerably decreased - by more
than 19.01 tonnes. However, at the beginning of 2020, the
central bank’s gold reserve has a volume of 25.2 tonnes.

Global demand for gold rose to 1.533.3 tonnes in
quarter, which is 7% more than an annual rate. This is com-
parable to the relatively weak quarter of 2018 when demand
fell to a three-year minimum of only 984.2 tonnes [12].

The modern mechanism of gold trading is ETF
trading. ETF - equity traded fund, is a stock of an invest-
ment fund. This share is traded on the exchange in the
same way as shares of ordinary companies. All assets of an
ETF consist of 99% shares or bonds of companies selected
according to a certain criterion (degree of profit, risk, indus-
try, entry into the stock index, country, technology, etc.),
traded on world exchanges, and 1% of cash (temporarily

free). As for trading gold ETFs, in 2019, there was also an
increase: quarterly revenues to this product increased
by 49% to 40.3 tonnes [2]. As of 01.04.2020, the gold wave
in the ETF has increased almost 8 times, to 300 tonnes of
gold.

The number of issuers of shares included in ETFs is
usually large — from several tens to hundreds, and depends
on the selection criterion, that is, the investment strategy of
the fund [13].

Net purchases of gold by central banks for the 1+
quarter reached 145.5 tonnes, which is 68% more than last
year. This is the highest Q1 net purchase volume since 2013
(179.1 tonnes), exceeding the five-year quarterly average
of 129.2 tonnes [13].

Demand for this sector remains strong. The factors
that led to net purchases by central banks remain relevant
during 2019-2020. Economic uncertainty caused by trade
tensions, slow growth, and low negative interest rates con-
tinues to affect the gold market. However, even the difficult
geopolitical situation did not prevent central banks from
accumulating gold reserves.

The dual, namely the raw material and currency
essence of gold plays an important role in its pricing. The
unpredictability of events in the world, in most cases, encour-
ages investors to convert their funds into gold, which leads
to fluctuations in its exchange rate and market volatility in
the short term [13].

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1) 191-197 193




Gold in Ukraine: Investment or Business. Modern View

The current global event related to the spread of
COVID-19 reduced total investment demand in the first
quarter of 2020 by 17% and amounted to 28.1 tonnes. In
value terms, however, investment demand for gold increased
by 4%, which ensured investors’ commitment to gold pro-
tection of their portfolios [8]. As a modern indicator of the
state of the world economy, the ratio of the price of gold
and platinum (palladium) is used, which varies depending
on the cyclical nature of economic development [8].

Overall, gold prices have started to rise sharply
since 2016. In 2017 and 2018, considerable revenues of
149.7 tonnes (6.1 billion USD) and 96.8 tonnes (3.9 bil-
lion USD) were recorded. By the end of 2018, the AUM in
European gold ETFs was rising to 1,097 tonnes, reaching
several records.

Three factors explain this increase in demand for
gold-backed ETFs in Europe:

« free monetary policy and negative incomes (global
and European economies slow down);

« geopolitical uncertainty (political uncertainty) on the
continent is also the focus of investors;

« financial market activity and its volatility (over the
past three years, the efficiency of the European securi-
ties market has considerably lagged behind other major
Western markets).

Experience shows that there is a steady trend of
increasing demand for gold and palladium assets. Global
producers of gold and other precious metals are conducting
geological exploration at a considerable pace, and global
companies are investing heavily in research work in this
industry. The modern market of precious metals in Ukraine
is at the stage of development. Studying international expe-
rience, the Ukrainian precious metals market forms a bal-
anced pricing policy. Thus, pricing in the precious metals
market in Ukraine is influenced by a considerable number
of factors. All these factors should be considered when
forming prices in the market.

The main factors that primarily affect the price of
precious banking metals are instability in foreign exchange
markets; high inflation; changes in the pace of gold mining;
fluctuations in the real estate market; efficiency and nature
of the regulatory policy of the National Bank of Ukraine;
geopolitical processes.

Gold and foreign exchange reserves of Ukraine as
of 01.01.2020 amounted to 25.3 billion USD. Nowadays,
84% of the reserves are held in securities with the highest
international rating (primarily US government bonds with
an AAA rating), about 11% is held in cash, deposits and
funds in correspondent accounts with other central banks,
as well as first-class commercial banks, and the remain-
ing 4.8% is monetary gold. At the end of 2019, Ukraine’s
international reserves increased by 22% and as of January 1,
2020, reached 25.3 billion USD (in equivalent) [14].

Modern gold exchange trading offers investors and
brokers the following mechanisms for trading this metal:

» using “leverage” to trade gold in pairs with 12 currencies,
including silver;

* XAUUSD free options trading;

o direct access to the highly liquid pool market for
futures contracts;

« use of gold futures options.

The Ukrainian precious metals market is mainly
represented by the banking metals market. Although its
activity began in 1998, it has not received its current de-
velopment and has a cash character. The NBU buys gold to
create the country’s gold reserve and as an international set-
tlement tool. The main participants of the precious metals
market in Ukraine are usually companies that have a license
permit for the extraction of precious metals, professional
dealers and brokers, the NBU, commercial banks, indus-
trial enterprises that use these types of combinations in
their economic activities, private investors, “gold” factories,
pawnshops.

Having considerable potential and opportunities
for the global gold trade, Ukraine has not yet occupied its
worthy niche in the global precious metals market. Jewel-
lery factories in Ukraine are developing rapidly, using their
own experience and the experience of European countries.
However, the country’s difficult financial situation affects
the gold market, turning it into a consumer jewellery market
as a means of accumulating the population.

The development of the national precious metals
market in Ukraine requires new liberal legislation on oper-
ations with precious metals. It is necessary to provide for
the right to carry out operations at free market prices, and
in no case should the volume of export-import operations
with precious metals be limited [2].

Investing in gold is a long-term investment. Like
any investment instrument, non-cash gold takes place in
stock trading. Given the high standardisation of exchange
trading, features of the fixed price of gold certificates, trad-
ing non-cash gold on the exchange can be more profitable
than other instruments. However, it is worth considering
a fairly high threshold for entering gold exchange trading;
it is not too high compared to real estate derivatives and
other instruments, which makes them a very attractive
diversification tool for investors.

The specific features of gold and attitude to it encour-
age the country’s regulators to set certain restrictions. Thus,
the NBU set a limit on the number of sales of physical
gold to one person within one working day in the range
of 150 thousand UAH, except for coins made of precious
metals. For transactions involving the sale of bank metals
for non-cash payment, such calculations should not exceed
3.216 troy ounces (100 g) of gold within one week for one
bank per customer.

For “gold” investors, gold is available in the form of
gold bars and investment gold coins, “metal” accounts.
“Metal” accounts are modern and fairly common deposits
in gold. Statistical studies show that “metal” accounts are
ranked in priority by investors because of the ease of buying,
selling, and storing assets. However, at the same time, own-
ing a “metal” account, the investor accepts the risks of the
servicing financial company. In favour of a “metal” account,
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operations with physical gold have inconveniences in the
transfer of gold itself, its storage and preservation.

The tax system for income from deposits in gold
accounts has considerably reduced the demand of Ukrainian
investors for this type of investment, which even without
taxes has a too small percentage — 3% compared to 14% for
ordinary deposits.

The advantage of opening gold deposits is the abil-
ity to simultaneously form a deposit not with physical gold
but by paying the hryvnia equivalent to the cash desk of
a financial institution.

However, the negative consequences for Ukrainian
investors regarding the ownership of gold deposits are:

« no reliability of their DGF deposit;

« the interest rate is too low compared to equivalent
foreign currency deposits;

« restrictions on the one-day rate for releasing physical
gold from accounts;

« a small number of financial institutions licensed for
gold transactions;

« the complexity of transit operations when trading on
the stock exchange.

The issues of trading precious metal coins remain
special in the gold market. Such trade is carried out only by
the NBU through the mediation of authorised banks. Invest-
ing in such an instrument is also a reliable diversification
of the portfolio. However, it should be borne in mind that
calculating the increase in the cost of such capital is quite
difficult since one needs to have certain knowledge in the
field of numismatics.

UE was one of the first Ukrainian exchanges to start
trading gold futures in January 2015. 15 contracts worth
UAH 308.804 thousand were signed with the gold futures
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contact. The minimum price of the futures contract during
the day was 1.288.5 dollars per troy ounce, the maximum -
1.293.0. However, the subsequent development of this type
of exchange contracts did not gain popularity on UE.

Conclusions

Ukraine needs a developed modern precious metals mar-
ket to address the issue of expanding the opportunities of
investment capital. Particularly interesting is the growing
popularity of gold derivatives trading, such as gold futures
and spot contracts. Its development does not require com-
plex laws - it is enough to fix the procedures for using the
funds of a market participant in the event of their possible
default on obligations.

Consultations sponsored by international organ-
isations can compensate for the lack of market expertise
among the officials. The market itself should correspond
to the philosophy of development, not conservation.

The level of development of the stock market, includ-
ing gold, will provide feedback on the country’s standard
of living. There is no need to introduce a multi-channel pro-
cedure for registration and verification of precious metals
market participants. It is enough to make the simplest pos-
sible mechanism for private sector involvement in this type
of trading at the initial stage to resume the active operation
of such operations on exchanges. The exchange, as a self-
regulatory mechanism, will provide market conditions for
the work of its clients-investors.

That is, the main content of state support for the
development of the gold market is to create opportunities
for Ukrainians to compete with foreigners for investment
in Ukrainian business. The development of the gold market
is relevant and requires further research.
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Bratyuk and Mykhalchynets

3010TO B YKpaiHi: iHBecTuULif un 6i3Hec. CyyacHuu nornapg,
Bipa letpiBHa bpaTrok, [annHa TomiBHa Muxanb4ynHelb

MykayviBCbKkui fepXaBHUW yHIBEpCUTET
89600, Byn. YxropogcbkKa, 26, M. MykayeBo, YKkpaiHa

AHoTaUjisl. AKTYaIbHICTb HOCTIIKEHHsI 00YMOBIIOETHCS BaXK/TMBICTIO TMTAaHHS AinBepcudikarii BmacHoro noprderns
nna npusaTHMX iHBecropiB. ITokynka ¢isumuHoro Merany 3onora Ta (abo) mpupbaHHs ¢’ro4epciB Ha 30710TO
II03BOJLAIOTH 3MEHIINTI PU3UKI IOPTQe/is 3a PaXYHOK BOIATV/IBHOCTI LIiHM Ha 30/I0TO Ta BU3HAHHS JI0T0 CBITOBUM
€TaJIOHOM PO3paxyHKiB. MeTOI CTaTTi € JOCTIIKEHHA Cy4aCHOTO CTaHy CBITOBOTO PMHKY 30/I0Ta, HOCTi/)KE€HH
PEeNTUHTY 30/I0TOBAMIOTHUX 3aIlaCiB KpaiH JifiepiB, BUBYEHHA CY4aCHUX MEXaHi3MiB TOPTIiB/Ii 30/I0TOM, OITIAJ
CTaHy 6ip>KOBOI TOPIiB/Is 30/I0TYM MeTAJIOM B YKpaiHi. Y po6ori 6ynm BUKOpUCTaHi 3araIbHOHayKOBI MeTOAM
MOCITiJPKEHHA CIPSAMOBaHI Ha IOPIBHAHHA Ta aHA/NMi3yBaHHA CBITOBMX TEHJEHIIN PO3BUTKY CBiTOBOTO PUHKY
307I0Ta Ta OCHOBHUX J{OrO iHCTpyMeHTiB. Y crarTi 6y7I0 BU3HaYeHO, 1o Oip>koBa TOPIiB/Is JOPOTOLIHHMMMU
MeTasaMy B YkpaiHi c1ab0posBUHYTa Ta IpefcTaBIeHa pPUHKOM OaHKIBCbKMX MeTaiB. ChOTOfieHHs yKpaiHChKUI
PMHOK He BifiOBifa€ CBiTOBMM BMMOTAaM, a IIPUBATHI iHBECTOPM € Majo aKTUBHMMH y npupbani ¢’rodepcis Ha
30710T0. OOIPYHTOBAHO, L0 MPUYMHAMY BiJCYTHOCTI 3alliKaBIeHOCTI y posMilleHHs ¢’IodepciB Ha 307I0TO B
VYKpaiHi € BiJICyTHICTb 3aKOHO/IaBYOTO PEry/II0OBAHHSA IPMBATHOTO PUHKY 30JI0Ta, HU3bKUI PiBEHb PO3BUTKY
eKOHOMIKM KpaiHu, Cy4acHa TeONMOMiTUYHA CUTYallis. 3p06/IeHO BUCHOBOK, L0 IMTAHHS PO3SBUTKY PUHKY 30/10Ta
Ta JOPOTOLIHHMX METa/liB € Ba)XIMBMUMM, OCKI/IbKM JIOTO NMO3UTMBHI 3MiHM JJafyTh MOXXIMBOCTi 3aIlyCTUTU
PYX 30/10Ta 4epe3 BUBLIPHEHHSA JOTO i3 MPMBATHYUX 3a0IJa/PKeHDb Y iHBeCTUIiHNIT 3acib. 3po6IeHO BUCHOBOK,
110 OCHOBHUII 3MICT JIEP>KaBHOI IiITPUMKIM PO3SBUTKY PMHKY 30/I0Ta B YKpaiHi — Ileé CTBOPEHHA /I YKpaiHILiB
MO>XX/IMBOCTI KOHKYpyBaTu 3 iHO3eMIsIMM 3a iHBecTHLii B yKpalHCbKuil 6i3Hec. IIMTaHHS PO3SBUTKY 30/I0TOTO
PMHKY € aKTyaJIbHUMM Ta HOTPeOYIOTh IOAa/IbLINX HOCIIPKEHD

KntouyoBi cnoBa: pyHOK JOPOrOLIHHMX MeTasliB, 30/10T0, OaHKiBcbkmit Metasn, ETF iHcTpymeHTH, 30m0THII 3amac
KpaiHM, 30/I0TOBA/TIOTHI pe3epBI
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Abstract. In the early 2000s, a new term unicorns appeared in the economic literature, which unites startup companies
with a market capitalisation of above 1 billion dollars over five years. In a modern, highly globalised market, public
management is interested in ensuring the rapid development of powerful, competitive companies that stimulate the
growth of the national economy. Investors from all over the world are interested in powerful startup companies. The
purpose of the study is to formulate the main stages of assessing the competitiveness of unicorns and create conditions
for improving its level in the post-Soviet space. General scientific methods of analogy and comparison, induction
and deduction, modelling, hypothetical, historical, and logical methods are applied. In the study, approaches to
selecting potential startup unicorn projects are economically substantiated; a convenient approach to creating a
social climate and legislative framework that will contribute to the appearance and reproduction of unicorns is
proposed; approaches to determining the stages of «failure», «reanimation», and «revival» of unicorns are formulated.
The practical value of the results obtained lies in the establishment of applied proposals aimed at the development
of startup companies in Ukraine. It is concluded that for the creation and effective functioning of unicorns it is
necessary to combine human, structural, and consumer capital, which will ensure an increase in the capitalisation of
the enterprise. It is determined that the environment for the emergence and functioning of unicorns is not limited
to software, but covers all areas where intellectual capital can be increased. It is also concluded that innovations and
startups are a kind of activity that requires not only extensive knowledge but also a specific talent sharpened for this
type of activity. The ability to offer new solutions is a source of renewal, implementing the principles of intellectual
capital, which is becoming dominant in the 21* century. Further research will be aimed at clarifying and improving
the proposed options for developing conditions to increase the level and number of unicorns in Ukraine

Keywords: socio-economic relations, intellectual capital, development of civilisation, economic efficiency

The Problem Statement

In November 2013, venture capitalist Aileen Lee writes a
study about companies that have grown out of startups and
moved to the 1 billion market valuation. In her terminol-
ogy, these companies are unicorns. Since then, the term
has spread, and more than 500 companies have entered the
unicorn club since 2013. Many of the companies included
in the top hundred unicorns are not large — the number of
employees ranges from 11 to 500. Nevertheless, they have
such a high valuation by the market — more than a billion
dollars. This indicates the intellectual capital embedded in
them, which is important for the development of human
civilisation and the expected super-high economic efficiency,
protected from potential risks in the opinion of investors.

Suggested Citation:

Statistics show that on average, out of 1.500 start-
ups, only one becomes a unicorn. Admittedly, there are no
guarantees in this case. However, there are some patterns in
the assessment of startups that may allow one to detect the
unicorn at the early stages of its growth. Which is a guaran-
tee of success for those who will join it in time - founders,
investors, managers, employees, etc. Thus, the answers to
questions about where unicorns hide and how to identify
them are relevant.

“Thousands of startups are created every year, and
despite the good intentions of the founders and team mem-
bers, over time, only a tiny share is estimated at more than
a billion dollars,” writes venture capitalist and owner of
Cowboy Ventures Aileen Lee in her essay [1]. A. Lee wrote
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that successful unicorn startups are more focused on the
consumer and less on the industrial sector of the economy.
Undoubtedly, this is typical for leading economically devel-
oped countries, but in the countries that are mostly suppliers
of raw materials, the second option is more common.

Generally, more attention should be paid to three
points:

— first, it is extremely important how the selection of
startups is conducted. According to [2], even with a thorough
and tough selection, all over the world, for every 1.000 start-
ups funded by venture capital firms, there is often not even
one that becomes a unicorn, that is, the chances of seeing
a unicorn at the stage of development are really small. Even
if investors spend 100 thousand dollars each to assess the
project, the search for a unicorn seems substantiated —
100 million dollars versus a billion. However, if there are
quite a lot of investors searching for unicorns at once, then
the result may be negative. Furthermore, there is still a
necessity to consider errors in the search. Therefore, the
talent and art of search, centralisation of search, special
approaches and cheaper selection are important, and this
matter is usually kept silent on;

— the second archived issue is the establishment of
a social climate in the legislative field of the country, which
contributes to the creation and survival of unicorns. Admit-
tedly, there is also the problem of stealing ideas and “brain
drain”;

— the third point is the failure and reanimation of uni-
corns and potential unicorns.

It has become simply necessary to propose some
alternative solutions to the issues of assessing the viability,
creating a climate for the survival and elimination of the
causes of failure of unicorns in the post-Soviet space in accor-
dance with the current economic changes. Unfortunately,
such proposals in Ukraine are not paid in any way and,
moreover, are even hardly perceived by the authorities.

Although researchers of recent years are certain that
the world is moving from the economy of the Iron Age to
the economy of the information age, and the information
sector of the economy is the main field of creation and hab-
itation of unicorns, it is still more appropriate to interpret
the habitat of unicorns more broadly. The importance of ideas
of the intellectual component of production was covered
in the studies by Edward de Bono [3], H.R. Kaufman [4],
G.S. Altshuller [5], Thomas Stewart [6], Annie Brooking [7],
E.E. Starobinsky [8], E. Chamas, A.A. Caldart [9] et al.

The neglect of intellectual capital and the inability to
discover and use intellectual assets come at a prohibitively
high cost in absolutely any industry from agriculture and
metallurgy to space and information technology. Knowl-
edge in the information age has become both the main raw
material and an important result of economic activity [6].

Analysis of Recent Research and Publications

At the 50" Anniversary World Economic Forum in Davos,
Ukrainian President Volodymyr Zelinsky stated: “We settle

ourselves for positive thinking. We settle ourselves for am-
bitious goals or becoming the leader of Eastern and Central
Europe. Many of the world’s unicorns started with crazy
ideas with several employees and an office in one’s own
garage...We took a distance for a run-up and a decisive eco-
nomic jump. We have everything to become a successful
country - benign climatic conditions, very favourable geo-
graphical location, non-depleted agricultural and industrial
potential, and the most valuable Ukrainian resource — incre-
dibly creative and very talented people who are in the top 50
according to the Human Capital Index rating. The global eco-
nomy, which is on the verge of a new global crisis, requires
an economic miracle. Ukraine is the place where miracles
happen. And my goal is that in the training manuals, along
with the cases of Japan, South Korea, Singapore, Ukraine
appears... Ukraine should become the investment Mecca of
Eastern and Central Europe. Ukraine is one of the few coun-
tries that allow one to earn high income on invested capital”

Admittedly, investors are looking for opportunities
to get a high income at an acceptable level of risk. There-
with, most entrepreneurs are certain that growth is vital,
and all efforts and funds should be allocated specifically
to it. However, for the organisation, as follows from the
textbook on the basics of management by the American
authors M.H. Mescon, M. Albert, and E Hedouri [10], the
main thing is not profit, but survival. Accordingly, venture
capitalists are confident that retention is important in the
long term: whether the product provides a high level of
user engagement and incessant interest. If a company has
a slow growth rate and a low retention rate, it will not suc-
ceed (sloth). If a company has a fast growth rate, but a low
retention rate, it will lose its strength very quickly (hare).
If a company has a high retention rate, but slow growth, it
will slowly but surely reach its goal (tortoise). Finally, if,
miraculously, a company has a high retention rate and fast
growth at once, it has every chance to become a unicorn [11].

Any politician is interested in creating such rapidly
developing companies in the country because they stimu-
late the growth of the national economy. Any investor or
sponsor strives to get as many unicorns as possible in their
investment portfolio. Admittedly, the founder of any startup
dreams of such success. What is its formula? Upon care-
fully studying the history of existing unicorn companies, it
becomes obvious that they, as a rule, create markets using
new, innovative combinations that experienced entrepre-
neurs have left without attention for some reasons [2].

In the creation of a unicorn (an operational organ-
isation, in fact, the one that repeats the success of convey-
or lines and continuous production at the modern level of
technology), the following steps are distinguished [12]:

1) find a mass transforming goal (MTG).

2) find or create a community that meets the goal.

3) assemble a team of founders (the optimal composi-
tion is 4 people).

4) choose a breakthrough idea that improves the current
situation at least 10 times.
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Search for Unicorns in Ukraine

5) build a diagram of a business model (considering Lean
Startup methodology).

6) develop an individual business model — namely, under-
stand how the money will be made.

7) create a minimum viable product (or MVP - also refers
to the Lean Startup methodology).

8) check marketing and sales channels.

9) organise the process in such a way that critical func-
tions for the main organisation are not implemented by it.

10) attempt to become a platform.

Thus, there is a set of wishes and advice regarding uni-
corns. However, it is quite obvious that these wishes and
advice can be expanded, deepened, and also emphasised to
a specific situation.

Setting the Objectives

The purpose of the study is to formulate the main stages
of assessing the competitiveness of unicorns and create
conditions for improving its level in the post-Soviet space.

Main research objectives: to substantiate an econo-
mically grounded selection of potential unicorn startups;
to offer a practical approach to creating a social climate in
the legislative field of the post-Soviet space, contributing to
the emergence and reproduction of unicorns; to consider
the issues of failure, reanimation, and revival of unicorns
in the post-Soviet space.

Results and Discussion

The author of this study offers three solutions to the objec-
tives set.

The first decision - is an economically substanti-
ated selection of potential unicorn startups. Innovations
and startups are a kind of activity that requires not only
more knowledge but also a specific talent sharpened for
this type of activity. Commonly, in this environment, the
appeal from the authors of ideas and proposals generally
goes hierarchically along the chains of commands and is
directed to management structures, from which the appeals
expect a creative approach and understanding, yet come
across bureaucratic mechanistic bone dead thinking. This
is typical of the post-Soviet space. For the survival of intel-
lectual, industrial, and even agricultural and tourism areas
of the economy, it is advisable to adjust the processes of
working with intellectual capital. In Ukraine, the operation
of the corresponding system has reached the lowest point,
beyond which a sharp rise is possible. Once again, atten-
tion should be paid to the speech of Ukrainian President
Volodymyr Zelensky at the World Economic Forum in Davos,
concerning the scenario of the future and new economic
vision for Ukraine: “What does it mean not to invest in
Ukraine today? It is to become George Bell, who in 1999
refused to buy Google for a million dollars..”

Potential startups are based on the ability to see some-
thing new in the environment, invent, and offer customers new
solutions. Therewith, considering the weak financial op-
portunities of Ukraine, which may allow Ukrainian startups

to by pass financially more secure market entities, it will
be better to protect the ability of the startup to spread to
the sales markets by patenting. Incorrect patenting turns
Ukrainian inventions into a generally accessible “flea mar-
ket”. The fact is that the patent of Ukraine is valid only on
its territory, while other countries can use the invention
for free if products with their application are not imported
to the territory of Ukraine. On the other hand, patenting
and paying duties for patent retention, especially foreign
patenting, are rather expensive. If one patents everything,
there will not be enough money. There are approximately
7 million patents in the world, and the term of validity
of a patent varies from country to country, amounting to
an average of 20 years. Considering the repetition of the
same ideas by different people, there probably can be two
times more ideas. Thus, it is necessary to statistically dis-
card 999 patents or 100.000 ideas to indicate the offer that
will form the basis of the unicorn and will not be errone-
ous. This calculation statistically and indirectly shows that
1-2 unicorns should be created on the territory of Ukraine
per year, yet their detection and support are not provided.

To summarise the author’s suggestions, a classifica-
tion of inventions is described [13], which allows quickly
and economically evaluating them. It was proposed to clas-
sify, evaluate, and sort ideas and patents in the following
way - star, new invention, know-how, flea market, and
dust. The invention is new before the convention priority
is granted (mostly for the first 12 months). After the expi-
ration of the convention priority (1-3 years), it is no lon-
ger possible to file a patent for this invention in a country
where the patent has not been filed (the invention becomes
a flea market or dust). Star is a rare variety of new inven-
tion. Stars are usually the first in their kind, so-called pio-
neer inventions that are expected to be widely used in the
future. Thus, if one desires a unicorn to be created in the
peculiar market from the flash of a new “star’, it is required
to prepare for its creation in advance...

Historically captured in the post-Soviet space, the
image of the Kulibinsky “mirror lantern’, as an example
of an invention, cannot be considered a “star” in any way
due to the small commercial potential and other reasons.
The cotton gin of Eli Whitney, a man who is considered
the father of the American industrial method of produc-
tion, was the invention that had star potential for several
days, until planters broke into the door of his home and
copied the machine, making it a flea market. Whitney sued
in many states with varying success in this regard. The
introduction of the cotton gin increased the productivity
of slave labour, which had already become almost eco-
nomically inefficient, and it extended slavery in the United
States for 70 years. Stars have a huge consumer and com-
mercial potential. They usually have an ingenious simplicity
due to their proximity to the ideal end result — when the fun-
ction is performed, and the object of technology is absent.

If the star invention is promoted as the sale of pat-
ent licenses for it, it is still just a star and the chances of
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reaching capitalisation of a billion dollars will not be great.
Edison did not become a billionaire with 1000 inventions
and the fate of Rudolf Diesel, who simply disappeared from
the ship, indicate that the sale of licenses does not lead to
financial success and is associated with greater risks for the
author of the idea. There is no higher chance of achieving
capitalisation of a billion dollars than organising star-based
production. With proper management of the process and
successful concatenation of circumstances, the stars create
unicorns. These are Ford factories, McDonald’s restaurants;
as for the more modern ones - the unicorns of the decades
of semiconductor and integrated circuits of the 1960s, the
decades of rapid development of computers and software in
the 1980s, the decades of the rapid growth of information
networks and the Internet in the 1990s and 2000s, and, fi-
nally, modern unicorns holders of social networks. Notably,
when Saudi Arabia and the UAE achieved their oil financial
and technological success, the term unicorn did not yet
exist in its venture understanding, but those who created
“oil unicorns” almost immediately thought about how and
why unicorns are created, established, operate, become obso-
lete, and fail! There are some stars in Ukraine, but this is not
enough - they need to be perceived as unicorns and the life
cycles of the latter need to be considered.

The second solution - is the creation of a favourable
climate for the growth and prosperity of selected startups.

The Japan Productivity Center, an organisation estab-
lished in 1955, introduced three principles to the activities
of industrial enterprises: the practice of lifelong hiring, joint
consultations with the management of companies, and the
distribution of the effect among all participants. The im-
plementation of these principles brought Japan to a leading
place in world production [14, p. 407].

Currently, China is beginning to economically out-
pace the United States. The Chinese assert that they choose
the best of all social systems. From the market, socialist,
and other systems, they take the best and combine it with
their own.

The economy can produce both wealth and poverty.
If society does not counteract this, the old stagers appear that
make a fortune in the environment of general misery [15].
The father of modern economic theory, Adam Smith, in the
book “An Inquiry into the Nature and Causes of the Wealth
of Nations” [16], wrote that for the wealth of any nation,
peace, soft taxes, and proper laws are necessary. Unicorns
are a social phenomenon. They can not operate in poor
countries. Even if capital is actually produced in a poor
country, it is usually withdrawn to the offshore company
or the general office will be located in a country with a high
level of life. It is a quite well understood and known process,
and the unicorn will be considered there!

Openness, honesty, and the ability to advise and
choose the most effective development option for everyone
is the key to creating the necessary climate for the develop-
ment of unicorns [17]. Unfortunately, the Ukrainian inno-
vation system is mostly idle. The old economy, if civilisation

desires to survive, should be replaced in the future by the
economy of intellectual capital, culture, and love [18]. Admit-
tedly, the president of Ukraine Volodymyr Zelensky is right,
stating in a speech in Davos that many unicorns began with
“crazy” ideas.

Third solution - issues regarding reanimation or
failure of unicorns.

What is new and in-demand today is likely to be rep-
laced by more innovative products. If a company is valued
at a billion dollars today, it does not mean that this eval-
uation will last long enough. The essence of things is not
in numbers, but in their understanding. When something
ceases to be valuable to the consumer, it depreciates.

The competition involves not only the creation, accu-
mulation, and use of intellectual capital, but also measures to
reduce the intellectual capital of competitors. If on€’s product
becomes cheaper than its competitors while having a higher
quality, the capitalisation of such a company will grow.
Therewith, many methods of negotiation, deception, and
other unfair competitions are known in the competitive
struggle. It is necessary to clearly distinguish cooperation
and fair trading from partly honest statements that one’s
startup and enterprise are worthless, and they should be
grateful for the fact that they were paid at least some atten-
tion! Unicorns are associated with the success of personnel
and their failure can be caused by the approach to people
as to staff [19].

The company’s market value consists of the sum of
fixed assets, working capital, and intellectual capital. Intel-
lectual capital can be either positive or negative. As men-
tioned earlier, Microsoft was estimated in November 1996 at
85.5 billion dollars. Microsofts property, including depre-
ciation, was 0.93 billion. That is, intellectual capital increa-
sed the value of Microsoft by 92 times. Zaporizhzhia plant
“Dneprospetsstal’, whose share in the production in the
global market of special steel was 2.5%, was privatised for
5 million dollars. If the Zaporizhzhia analogy is continued,
all enterprises of the world’s special steel industry could be
estimated at 200 million dollars. While the cost of special
steel plants at the time of Dneprospetsstal’s privatisation
was higher than that of the software market, i.e., instead of
200 million dollars, it should have been at least 100 billion
dollars. Thus, negative intellectual capital reduced the market
value of Dneprospetsstal by 500 times.

Another analogue is Krivorozhstal. Yulia Tymoshenko
created the unicorn in record terms. And there are many
similar unicorns in the post-Soviet space. Many enterprises
have failed so that some competitors could become not uni-
corns, but more competitive and valuable companies. To
understand how to earn billions of dollars on intellectual
capital, in particular, on the failure, reanimation, and cre-
ation of unicorns, it is necessary to carefully consider and
assess all the components of both white and black intellec-
tual capital. Therewith, for white intellectual capital, only
positive values of human, structural, and consumer capital
increase the capitalisation of the enterprise. If at least one
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of these components is negative, then the company will
be rated by the market below the value of its fixed assets.
Old companies can literally be rejuvenated and given
huge capitalisation if the work with intellectual capital is
organised correctly. The habitat of unicorns is not exactly
software, but all areas where intellectual capital can be in-
creased.

Conclusions

1. Unicorn construction base - is a breakthrough idea that
provides an improvement in the current situation by at least
10 times.

2. According to the results of the study, it was es-
tablished that 1-2 unicorns should be created on the terri-
tory of Ukraine per year. For that purpose, it is required to

work hard and focus on the practice of European countries
and the United States.

3. Innovations and startups are a kind of activity
that requires not only more knowledge but also a specific
talent sharpened for this type of activity. The ability to offer
new solutions is the source of renewal, implementing the
principles of intellectual capital, which is becoming domi-
nant in the 21% century.

4. The habitat of unicorns is all areas where intellectual
capital can be increased. Old companies can be rejuvenat-
ed and given huge capitalisation if they work properly with
intellectual capital.

Further research will be aimed at clarifying and im-
proving the proposed options for creating conditions for
increasing the level and number of unicorns in Ukraine.
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MNMowyk «eguHoporie» B YKpaiHi

Bacunb BacunboBud OcTtaneHKo

HayioHanbHWi yHiBEpCUTET «3arnopi3bKa nosliTexHika»
69063, Bys1. XKykoBCbKOro, 64, M. 3anopixxs, YkpaiHa

AHoTauif. Ha mowatky 2000 pokiB B eKOHOMIiuHiil JTiTepaTypi 3 sBIAETbCSI HOBMI TePMiH «ENUHOPOIM», SAKMIL
00’eJHye cTapTall-KOMIIAHIl 3 pMHKOBOIO KalliTaji3alielo Buie 1 MIpy O 3a IT'SATh poKiB. B yMoBax cydacHoro,
BIUCOKO I7100aJ/1i30BaHOTO PUHKY, Aep>KaBHMII MEHEIPKMEHT 3al[ikaBlIeHNil y 3abe3lledeHHI CTPIMKOTO PO3BUTKY
MIOTY>KHUX, KOHKYPEHTOCITPOMOXKHIX KOMITAHil, AKi CTUMY/IIOIOTh 3pOCTaHHsA BHYTPIIIHbOI EKOHOMIKI. BUK/IMKaoTh
3alliKaB/IeHICTb MOTY)XHI CTapTan-KoMIaHii y iHBecTopiB 3 pisHUX KpaiH cBiTy. MeTolo cTarTi € GOpMyITIOBaHHS
OCHOBHIMX €TaIliB OL[iHKM KOHKYPEHTOCIIPOMOKHOCTI «EMHOPOriB» Ta CTBOPEHHA YMOB J/IA i IBUIIEHHA 1i IBHA Ha
IIOCTPAJAHCBKOMY IIPOCTOpPi. 3aCTOCOBAHO 3araJIbHOHAYKOBI METOAY AHAJIOTII Ta MOPIBHAHHA, IHAYKIII i emyKiil,
MOJI/IIOBAHHS, TiIIOTeTUYHUI, ICTOPMYHUIL Ta JIOTTYHMIT MeTOfY. Y HAyKOBiil poOOTi €KOHOMIYHO OOIPyHTOBaHI
HiAXOAM 10f0 BifOOPY MOTEHIIIHUX CTAPTAI-IIPOEKTIB «EAMHOPOTiB»; 3aIIPOIIOHOBAHO 3PYYHUIT y IIPAKTUYHOMY
BUKOPMCTaHHI IifIXiJi O CTBOPEHHS COLiaJIbHOTO K/IIMaTy Ta 3aKOHOAABY01 OCHOBY, KU CIIPUATUME ITOAB/ICHHIO Ta
PO3MHOXKEHHIO «E€JTHOPOTiB»; COPMY/IbOBAHO ITiITXO/V O B3HAYCHH I €TAIliB «CMePTi», «peaHiMallii» Ta «<BOCKpeCiHHs»
«efVHOPOriB». IIpakTUYHe 3HAYCHHA OTPUMAHVX Pe3y/IbTaTiB HojArae y popMyBaHHI IPOIO3ULIN IPUK/IaTHOTO
XapakTepy, CIIPSIMOBAHMX HAa PO3BUTOK CTapTall-KOMIaHiit B YKkpaiHi. 3po6/1eH0 BUCHOBOK, 110 /Il HAPOI>KeHH
Ta epeKTUBHOro (HYHKIIOHYBAHHSA «E€UHOPOriB» HEOOXITHO 00’ €HYBATH JIIOCHKIUIL, CTPYKTYPHMUIL i CIIOXKMBYMIL
KamiTas, 1o 3abesneynTsh MiABUIEHHs Kamitamisamnil mifnpuemMcra. BusHaueHo, 110 cepefjoBuIle BUHIMKHEHHS
Ta (YHKLIOHYBaHHS «EQMHOPOTiB» He OOMEXYETbCA IPOTPaMHUM 3a0e3IedeHHAM, a OXOIUIIOE BCi chepu, me
iHTe/eKTyaIbHMII KariTan Moxke 6yTu 36inpiennit. Takox 3po61eHO BICHOBOK, 110 iHHOBAIil Ta cTapTanu — Iie
CBOEPIFHUI BUJ, [isA/IBHOCTI, IO BYMAaTa€ He TiIbKM BEIMKNX 3HaHb, a e 1 3aTOYEHOTO IIif el BUJ, NiAMTbHOCTI
criennivYHOro TajaHTy. 3NATHICTD IPOIIOHYBATY HOBI PillleHHS € IXKePeIOM OHOBJICHHS, peali3ylouy IPUHIINAIN
iHTeneKTyaIbHOrO Kamitany, o crae goMinyounm y XXI cronirri. [Toganbiui focmimKeHHs 6YLyTh CIpsIMOBaHi Ha
YTOYHEHHS Ta YIOCKOHAJICHHsI 3alIPOIIOHOBAHMX BapiaHTiB (pOpPMYBaHHSA YMOB JI/Is IiIBUIIIEHHS PiBHA Ta Ki/IbKOCTI
«EAVHOPOTiB» B YKpaiHi

Kntoyosi cnosa: collianbHO-eKOHOMIUHi BiTHOCVHY, iHTeNIEKTyaIbHUI KalliTasl, pO3BUTOK LIMBi/i3alii, ekoHOMiYHa
eeKTUBHICTD
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Abstract. The relevance of the research topic is due to the absence in Ukraine of an institute of tax, which should
have a philosophy of creation, formation of a new paradigm of tax policy development considering the consequences
of the current global crisis. The purpose of the study is to clarify the question regarding what analog tax policy
model and with which type should be chosen for Ukraine in order to build a tax institute in the context of a further
development paradigm. The general philosophical method, deductive method, method of comparative analysis,
analogies, generalisation have been used to obtain the results of the study. Analog models of tax policy have been
considered in the article: maximum tax policy model (fiscal and fiscal-redistributive type), the result of the application
is the increase in the tax burden on economy and population; model of the minimum tax policy (regulatory and
fiscal-competitive type), the result of which is a decrease in budget revenues, a reduction in public investment, and
a significant reduction in social expenditures; model of a reasonable tax policy (fiscal-regulatory type), the result of
the application is finding a compromise between the implementation of fiscal, regulatory and distributive (social)
functions of taxes, a significant amount of social spending. It has been determined which countries in which economic
situations used an analog model. It has been established that events in the world and in Ukraine will force the latter
to look for a new model of tax policy and to build a new tax system based on it. Likewise, it has been substantiated
that Ukraine for the period of overcoming the consequences of the crisis should build the tax system based on an
analog model of maximum taxes with the use of the fiscal and redistributive type of tax policy, which will provide
a high level of social expenditures and significant public investment in the economy, will provide significant social
leveling in society, which in turn will entail high progressive income and property taxes. The practical implications
of the findings are that they can be used to set up a tax institute in Ukraine and develop an effective state tax policy.
This topic has the prospect of research on improving the taxation mechanism to provide the citizens of the country
with the necessary public goods

Keywords: tax institution, public goods, analog model of tax policy, maximum tax policy model, minimum tax
policy model, reasonable tax policy model, type of tax policy

Introduction

For almost 30 years, independent Ukraine has been look-
ing for a model of tax policy based on which an ideal tax
system can be built. During this period, 16 prime ministers
and 18 governments changed. Each government was char-
acterised by the originality and uniqueness of tax policy.
The uniqueness was that the result of the application of sim-
ilar policies by different governments was not reproducible
with absolute accuracy. Some prime ministers have for-
mulated the tax policy of the state and formalised it with

Suggested Citation:

relevant documents: Strategies, Concepts, etc. In Ukraine,
there is a “Strategy for Reforming the Public Financial Man-
agement System for 2017-2020” [1], which was approved
by the order of the Cabinet of Ministers of Ukraine of
February 8, 2017, No 142-r, it provides for “reducing the
deficit of operations of the general government sector and
reducing the growth rate of public debt in the medium
term and keeping them at an acceptable level’, as well as
“ensuring the consistency and predictability of fiscal and

Piskova, Z.V., & Tsurkan, I.M. (2020). Outlines of changing the tax policy paradigm of Ukraine. Scientific Bulletin of

Mukachevo State University. Series “Economics”, 7(1), 205-211.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 205-211 205




Outlines of Changing the Tax Policy Paradigm of Ukraine

tax policies” [1]. The Strategy also states that “the Ministry
of Finance will develop a Strategy for the development of
the tax system in the medium term, which should be con-
sistent with the strategy of economic development, reform
of the budget process and pension system” [1]. Approval
of this Strategy by the Cabinet of Ministers of Ukraine was
scheduled for 2017.

Currently, there is no legislative document in Ukraine
that would formulate the main goals, objectives, principles,
directions of tax policy. After all, these formulations should
be based on the analog model of tax policy using the appro-
priate type that the state wants to take as a basis. The web-
site of the Ministry of Finance of Ukraine in the section
“Tax Policy” states that “state tax policy is the activity of the
state in the field of establishing, legal regulation and orga-
nisation of collection of taxes and tax payments to centralised
funds of state resources” [2]. However, the definition does
not reflect on what basis the state tax policy should be
formed and on what scientific basis.

In previous studies on the paradigm of tax policy in
Ukraine, the authors formulated the essence of the concept
of “state tax policy”, which consists in the fact that it is
“...a component of socio-economic policy of the state aimed
at forming such a tax system that takes into account per-
sonal interest of the taxpayer, stimulates the accumulation
and rational use of national wealth, promotes the harmoni-
sation of interests of the state and society, as well as ensures
their progressive development” [3]. The authors believe that
the state tax policy formulated above should be focused on
creating a tax system that takes into account the individual
interests of the taxpayer, based on his interest in maintain-
ing health, increasing welfare; will stimulate the accumula-
tion and rational use of the national wealth of the country,
promote the harmonisation of the interests of the state and
society, thereby ensuring its socio-economic progress.

Now the world in general and Ukraine in particu-
lar, are facing great challenges, and according to Branko
Milanovich, an American economist, “the economic con-
sequences of the new coronavirus pandemic should not
be seen as an ordinary problem that macroeconomics can
solve or mitigate”. Most likely, the world will witness a fun-
damental change in the very nature of the global eco-
nomy [4]. At the same time, the rapid development of events
in the world brings significant changes in the development
of the country’s economy. The authors believe that it is nec-
essary to continue the study of the state of tax policy of the
country, the formation of a new paradigm of development,
considering the consequences of the current global crisis.

The purpose of the study is to clarify the question
of which analog model of tax policy, using which type,
Ukraine should choose to build a tax institution on in the
context of the paradigm of further development.

Literature Review

Many works of Ukrainian scholars are devoted to the for-
mation of Ukraine’s tax policy, its complex formation, and

development. The issues of the tax policy of Ukraine in
connection with globalisation and European integration
were studied in the works of 1.Y. Halushchak, I.V. Kokhan,
V.S. Dmytrovska [5], I. Kovova et al [6], A. Sokolovska
et al [7], V.V. Chaika et al [8], PV. Kolomiiets [9]. Thus,
L. Zadorozhnya, A. Kapelyush, M. Karmalita, O. Pizhuk,
P. Selezen, K. Shvabii, in their scientific work [10] aptly noted
that “one of the urgent problems in the field of tax policy
of the state in Ukraine is the lack of institutional mecha-
nism of its formation and implementation. So far, Ukraine
has not formed a tradition, an institutional mechanism
through which public policy should be developed. Each time
different approaches are used and because of this, there is an
impression of manipulation of public opinion, the conjunc-
ture of the obtained solutions to certain tasks” [10, p. 31].
M. Shvajko in his work [11] analysed the statistical data
that allowed him to formulate the main characteristics
of modern tax policy of Ukraine, in particular, “the lack
of a clearly defined goal of tax policy”. Scholars such as
O. Drigha and A. Makurin [12] in considering the impact
of European integration processes on tax policy and the
tax system in general exacerbate the issue of balancing the
interests of the state and taxpayers and raise, in the au-
thors” opinion, a new ethical issue such as lack of tax cul-
ture. In particular, the paper [12] states: “Unfortunately,
we now lack a high tax culture that would give impetus to
the development and rise of the national economy and the
rise of domestic producers”. S. Majstro, R. Majstro, D. Majstro
in their work [13], in considering the issue of improving
the state tax policy in the context of economic transforma-
tions, in particular noted that such international institution
as the International Monetary Fund “..considers the tax
system in Ukraine complex and such that makes it possible
to interpret laws in different ways and evade taxes. This
creates a favorable ground for antagonism between taxpay-
ers and the State Fiscal Service of Ukraine, and the lack of
effective mechanisms for resolving disputes — administra-
tive or judicial - it only exacerbates them” [13]. Therefore,
according to the International Monetary Fund, “significant
changes need to be made in state tax policy” [13]. Agreeing
with the views of Ukrainian scholars, it can be concluded
that Ukraine has not created a tax institution, which, above
all, should have a philosophy of its creation. As was noted
in the work [14], “a tax is an institution that regulates the
relations of economic agents regarding the financing of
state activities to ensure public goods and determines the
restrictions within which their activities should be carried
out”. Based on the definition, in order to build a tax institu-
tion, it is necessary to clearly define the quantity and quality
of public goods that, in the opinion of the citizens of the
country, should be provided by the state.

Results and Discussion

As noted by many scholars, the non-reproducibility of the
results of any state’s application of a similar tax policy is
due to the national peculiarities of each country and tax
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systems that are different and have significant national
specifics. The diversity of tax policies determines a range
of objective and subjective factors. Ukraine’s tax policy
will be fundamentally different, for example, from the pol-
icy of Switzerland, Russia, or Germany, primarily due to
different federal systems. In addition, tax policy objectively
has a context that differs at different stages of socio-eco-
nomic development: for example, policy in a post-industrial
society will have entirely different tasks than the policy of
the period of forced industrialisation. But most often,
policies differ even at the same stage of socio-economic
development within one country. Thus, a new president
or government comes to power and changes the state tax
policy [14]. With such diversity and uniqueness of tax
policies of different countries, it is all the more important
to identify models and types of policies that are applied.
A careful comparison of different policies in their focus

reveals some clichés or patterns that are steadily reproduced
by whole groups of countries.

The authors of the article will not argue about the
terminology of the concepts of “model of tax policy” and
“type of tax policy”, which is used in various scientific papers,
as all these terms are mixed. Let’s take as a basis the con-
cepts outlined in the paper [14]. Thus, the model of tax policy
will be understood as “a sample tested in the practice of
some countries and which has proven its effectiveness, the
type of tax policy that can be used by other countries as an
analog” [14]. The type of tax policy — “a certain image that
has its own characteristics (features), the objective mani-
festation of which can clearly distinguish one type of policy
from another” [14]. Thus, a type is a theoretical model of
tax policy, and a model is a type of policy that has practical
reproducibility. Let’s consider analog models of tax policy
that exist in the world (Table 1).

Table 1. Models and types of tax policy

Models of tax policy

Maximum taxes

Minimum taxes

Smart taxes

Model conditions:

Model conditions:

1) maximum amount of taxes;
2) high progressive stakes;
3) broad tax bases;

4) reduction of benefits

Model conditions:
1) minimum amount of taxes;
2) high stakes;
3) minimum tax burden
on the economy

1) balanced level of tax burden;

2) discouraging the further
development of obsolete industries
and stimulating the development
of new industries

Result:
increasing the tax burden
on the economy and the population

Result:
reduction of budget revenues,
reduction of public investment,
significant reduction
of social expenditures

Result:
finding a compromise between
the implementation of fiscal,
regulatory and distributive (social)
functions of taxes, a significant
amount of social spending

Types of tax policy

Fiscal-

Fiscal redistributive Regulatory Fiscal-competitive Fiscal-regulatory
Advantages
- High level of - Stimulates
social spending national
- High share and significant economic .
. . - Relocation S -
of the state in public development T - Maintaining a sufficient level
. . ) of jurisdiction . -
the economy investment in - Increasing the . of social security
. . of foreign .
and high the economy investment . - Reasonable taxes on production
; o economic -
level of state - Provides opportunities and consumption
A I, : agents
investments a significant of economic
social leveling agents
in society of society
Disadvantages
- Tax losses
- Low social of the budget - Atrriﬂzrylgsf
spending - High - The state P P
. and norms of Lo
- Excess progressive performs taxation - Rather high income and property
savings of the income and only the basic _ Significant taxes, insurance payments
population are property taxes functions: g L
reduction in

withdrawn

defense and law

enforcement

social spending

Source: built by the authors on the basis of [14]
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The model of maximum tax policy is characterised
by the establishment of the maximum number of taxes,
high progressive stakes, broad tax bases, reducing the ben-
efits that together lead to an increase in the tax burden on
the economy and the population. This model is formed by
two types of tax policy: fiscal and fiscal-redistributive. The
effectiveness of the fiscal mobilisation process was sub-
stantiated by J. Keynes. In particular, in his opinion, it is
expedient to withdraw with the help of increased taxes the
excess savings of the population, which are not transformed
into private investment, being a passive source of income,
into a public investment, thus turning it into an active source
of income. Fiscal type of tax policy is especially in demand
during the emergency periods (for example, during the war),
when it is necessary to significantly increase the mobili-
sation of financial resources in the state budget, increase
public procurement and investment in certain sectors of
the economy (military sector in particular) while reducing
social spending. The fiscal-redistributive type of tax policy
was developed by the founders of the Freiburg School of
Neoliberalism, W. Oiken and L. Erhard. This policy is most
vividly applied in the Scandinavian countries, where a high
level of the tax burden is accompanied by an unprecedented
level of social responsibility of the state to its citizens.

The model of minimum tax policy is characterised
by the practice of establishing a minimum tax burden on
the economy. The reduction in tax revenues is accompa-
nied by a reduction in public investment and a significant
reduction in social spending. This model is also formed by
two types of tax policy: regulatory and fiscal-competitive.
The regulatory type was developed within the framework
of the theory of supply-side economics by A. Laffer. In his
opinion, tax rates should be significantly reduced, especially
regarding to direct taxation of factors of production: labor
and capital. Reducing taxes on workers’ wages will stimu-
late their employment, in particular secondary employment.
As a result, the labor supply will increase. Reducing taxes
on entrepreneurs will lead to an increase in their income
and savings. As a result, their own investment opportuni-
ties will increase. The overall result of the reduction in tax
rates will be a significant stimulating effect on the economic
activity of these factors. A similar model was followed by
Japan during the postwar economic recovery.

In the 1980s, this model of tax policy was effectively
used in the United States by the Reagan administration and
was therefore called “Reaganomics”. In recent decades, it
has been successfully implemented by countries expanding
into world markets, including China, India, Brazil, Mexico
and others. The priority in this policy are economic goals.

The fiscal-competitive type, in the first place, stimu-
lates not the national development of production, although
this is also present, but the relocation of the jurisdiction of
foreign economic agents. Such agents include, first and fore-
most, transnational corporations, for the placement of their
administration and ultimately for the transformation of them
into national tax residents, a number of fiscal jurisdictions

compete. These jurisdictions create highly attractive prefer-
ential tax regimes with significantly lower tax and admin-
istrative burdens, which are usually accompanied by the
secrecy of any information about taxpayers and the nature
of their transactions. In this regard, the competition is not
for the transfer of actual production activities in competing
jurisdictions, but for the transfer of financial flow manage-
ment. It is for such financial intermediation that this type
of policy creates the most favorable conditions and appro-
priate infrastructure. This type of tax policy remains in
demand among so-called offshore or tax havens countries,
although the financial crisis of 2008-2009 significantly chan-
ged the attitude of world economic centers (especially the
United States and Europe) to such countries.

Smart tax policy model. This model is a fiscal-reg-
ulatory type of tax policy, aimed at finding a compromise
between the implementation of highly contradictory tax
functions. The use of such policies is typical mainly for
highly developed countries (USA, UK, Canada, etc.), which
have already reached the limits of traditional economic
growth. Such countries are forced to maintain a sufficient
level of social security, so income and property taxes, insur-
ance payments are quite high. Smart taxes on production
and consumption are necessary for them, first of all, for the
preservation of competitive positions of the goods in the
existing world markets and capture of a priority position
in newly formed markets of high-tech products. Increasing
the targeting of tax preferences and regulating the sectoral
tax burden allows them to restructure the economy in accor-
dance with the future needs of the world market. Note that
at the stage of tax policy formation, an analog model is
chosen, and then a specific national content is given to the
abstract (general conceptual) model.

The authors described analog models of tax poli-
cies, from which Ukraine should choose one of the most
acceptable. The events in the world and in Ukraine will
force governments to look for a new model of tax policy
and build a new tax system on its basis.

A coronavirus pandemic will change the world
forever [15]. How will the world change, what will hap-
pen to national economies, what are the consequences for
Ukraine’s economy? Let’s analyse the opinions of economic
experts. For example, Stephen Walt, a professor of interna-
tional relations at Harvard University, noted that “a pan-
demic will strengthen the state and strengthen national-
ism” [15]. Shivshankar Menon, a researcher at Brookings
India, said that “..even libertarians are asking for help
from the government today” Robin Niblett, director of
Britains Royal Institute of International Affairs, noted that
“...the coronavirus will force governments, companies, and
societies to strengthen their ability to survive in economic
isolation” Richard Haas, president of the Council on Foreign
Relations, believes that “the coronavirus pandemic will
force states to focus on what is happening inside their bor-
ders for at least a few years. A move towards self-sufficiency,
even greater opposition to mass migration, and a decline in
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readiness to address common regional and global issues,
such as climate change, are expected. This will be due to the
need to allocate resources to restore the usual way of life
at home and deal with the effects of the economic crisis
within their own country” [15]. Natalia Mykolska, former
Deputy Minister of Economy, says that now Ukraine has
every opportunity to become one of the key production hubs
for the EU, following the example of Mexico and the United
States. It can be assumed that the disruptions in the logis-
tics chain caused by the coronavirus pandemic will intensify
the already noticeable trend of returning once globalised
industries to developed countries. Or, at least, to geographi-
cally close markets with cheap labor. But for such a possibil-
ity to become a reality, the government will have to develop
a new strategy of economic development as soon as possible
and understand what Ukraine has to offer to the world. And
then begin to implement it promptly [16].

Conclusions

Ukraine, as an independent state with almost 30 years of
history, given the institutional paradigm of functioning
and economic development, needs to create a tax institu-
tion that would regulate the relations of economic agents
of society on state funding for public goods and would
determine the limits within which their activities must be
carried out. To build it, the citizens of society, first of all,
should determine the public goods, their list, quality, which
should be provided by the state and financed by taxes. The
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Piskova and Tsurkan

O6pucu 3miHM napagurmm NOAAaTKOBOI MONITUKK YKpaiHU

)XaHHa BaneHTuHiBHa lickoBa’, IpuHa MukonaiBHa LlypkaH?

"[IHiNponeTpoOBCbKUIA yHIBEPCUTET iMeHi Anibppesa Hobens
49000, Byn. CivecnaBcbka HabepexxHa, 18, M. []Hinpo, YkpaiHa

2HayioHanbHuii TEXHIYHMI YHIBEPCUTET «/[JHINPpOBCbKa MOslTEXHIKa»
49005, npocn. [Amutpa AABopHULbKOro, 19, M. [lHinpo, YkpaiHa

AHoTauifl. AKTYa/lbHICTh TeMM HOCTIIKeHHsT OOyMOB/IeHa BifiCyTHICTIO B YKpaiHi iHCTUTYTY HOJATKY, SKWI
HOBMHEH MaTu ¢inocodilo cTBOpeHHs, pOpPMyBaHHAM HOBOI IapajiUrMy PO3BUTKY IOJAaTKOBOI IOTITUKU 3
ypaxyBaHHsIM HaC/TiKiB Cy4acHOI BCeCBITHBOI Kpu3y. MeTOw TOCTi>KeHHS € 3'sICyBaHHs IUTAHHS, SIKY aHaJIOTOBY
MOJie/Ib TIOJATKOBOI HOJITMKY i3 3aCTOCYBaHHAM SIKOTO TUILY CIif obparu YKpaiHi mis moOymoBU IHCTUTYTY
MTOJATKY B KOHTEKCTI IIApaiUrMy IIOJA/IbIIOrO PO3BUTKY. /11 OTpMMaHHSA PE3Y/IbTaTiB JOCIIKEHHA BUKOPUCTaHO
3araJIbHOGIIOCOPChKUIT METOMI, AefyKTUBHUII METOH, METOJ IIOPiBHSIBHOTO aHAai3y, aHA/IOTill, y3araJbHEHH.
Y cTaTTi pOSINIAHYTO aHA/IOroBi MOfEN NOAATKOBOI IOJITUMKM: MOZENb IOMITUKM MaKCUMAJIbHMX ITOfIaTKiB
(cbickanbuuil i ickanbHO-NEPEPO3NORIIBYNIL TUIT), Pe3Y/IBTATOM 3aCTOCYBAHHS € 301/IbLIICHH S IOJATKOBOTO TAraps
Ha eKOHOMIKY Ta HacCe/IeHHs; MOZe/b IIOITHKY MiHIMaJbHMUX MOAATKIB (perymonunit i ¢ickaabHO-KOHKYpyOUmit
TUII), Pe3y/IbTaTOM 3aCTOCYBAaHHS € 3HIDKEHHsS JIOXOAIB OHOMPKETY, CKOPOYEHHs Iep>KaBHMX IHBECTUIIiN, 3HauHe
3MEHIIIEHHSI COLiaNbHIX BU/ATKIB; MOJIE/b ITOMITHKI PO3YMHUX ITOAATKIB ((iCKaTbHO-PEryIIOI0dMii TUIT), Pe3yIbTaTOM
3aCTOCYBaHH! € 3HAXOIDKECHHS KOMIIPOMiCYy MDK peatizaniero ¢ickalbHOI, pery/Iodol Ta posnofiIbHOL (CoLianbHOT)
byHKUIAMY TOATKIB, 3HAYYILINIT OOCST COLia/IbHMX BUTPAT. Br3HaYeHO, sIKi KpaiHM B IKMX €KOHOMIYHUX CUTYAI[isX
3aCTOCOBYBA/IM Ty 4YM iHINY aHAJIOTOBY MOZENb. BcTaHOBNIEHO, O MO, AKi PO3BMBAITHCA Y CBiTi Ta YKpaiHi
3MYCATb OCTAHHIO LIYKAaTM HOBY MOJe/Ib IIOJaTKOBOI NMOJITHKY i BMOYZOBYBaTY Ha Ii OCHOBi HOBY IIOZAaTKOBY
cucremy. Tako>x 00IPYHTOBaHO, 10 YkpaiHa Ha Iepiof] IOJ0/IaHHs HaCTiKiB KpY3Y IOBUHHA OYyBaTH IIOLATKOBY
CUCTeMY Ha OCHOBI aHaJIOrOBOI MOJIe/Ii MaKCHMMa/IbHMX IIOfJaTKiB i3 3aCTOCYBaHHAM (icKaIbHO-IIEPepO3IIOLITbYOrO
TUITY IOJJaTKOBOI MOMITHUKY, 1110 3a0e3Ie4NTh BICOKMII piBeHb COL{ia/IbHMX BU/ATKIB 1 3Ha4YHI jep>KaBHi iHBecTUIii
B €KOHOMIKY, 3a0e3IeYNTb CyTTEBE COlliaNbHe HiBe/IOBaHHA B CYCIIILCTBI, 110, 31 CBOTrO OOKY, HOTATHE 3a COO0I0
BUCOKI IIporpecuBHi npuOyTKOBi i MaitHOBi mopatku. IIpakTu4He 3HaUYCHHS OTPMMAHUX Pe3y/IbTATiB IOJIATae B
TOMY, 1110 BOHU MOXXYTb OYTU BUKOPMCTaHi IIPM CTBOPEHHI IHCTUTYTY IOJATKy B YKpaiHi Ta po3po6ui edeKTUBHOI
JepPXKaBHOI IMOAATKOBOI MOMiTMKM. L TemaTnka Mae NMEpCIEKTUBY HNOCTIPKEHHS 3 HAIPAMKY yLOCKOHA/IEHHS
MeXaHi3My ONOJaTKyBaHHs 100 3a0e3Ie4eHHsI POMa/isiH KpalHM HeOOXiTHMMIY CYCIiIbHUMY G1araMu

KnioyoBi cnoBa: iHCTUTYT MOJATKY, CYCIIIbHI O/1ara, aHa/I0roBa MOJE/b [IOJATKOBOI MTOMITHKY, MOJE/b IO TUKI
MAaKCHMa/JIbHIX ITOfIaTKiB, MOMIE/b MOMITUKY MiHIMaJIbHMX IOJATKiB, MOJENb MOMITUKY PO3YMHMX IOJATKiB, TUII
HOAATKOBOI IIOJIITUKI
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	 міжбанківська торгівля дорогоцінними металами, монополізована ТНБ (Німеччина, Швейцарія Туреччина);
	 конкурентна міжбанківська торгівля з впливовими маркет-мейкерами –домінуючими банками (США, Японія, Голландія) [1].
	Також, ринки золота функціонують через торгівлю реальними металами (Китай, Індія, Швейцарія, Голландія, ПАР) та торгівлю ф’ючерсними свопами (США, Великобританія, Японія, Шанхай).
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