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UDC 330.3:303

Z. S. Varnalii, Doctor of Economics,
Professor,

D. V. Nikytenko, Candidate of Economic
Sciences, Associate Professor,

O. P. Mykytiuk, Candidate of Economic
Sciences

METHODOLOGICAL BASES OF RESEARCH
OF THE SYSTEM OF INVESTMENT SECURITY
OF THE NATION

Urgency of the research. One of the most important
methodological problems of the research of investment securi-
ty is a dialectic combination of the theoretical and empirical
levels of scientific knowledge, their integration to obtain gen-
eral knowledge about the subject.

Target setting. The investment security is a complex cat-
egory thus the search for various methodological approaches
will allow us to look at the problem of the research compre-
hensively to disclose all the content components of this phe-
nomenon.

Actual scientific researches and issues analysis. The
scientific works of such scholars as G. Kharlamova,
V. Kyrylenko, R. Simasius, G. Sytnyk, and others are devoted
to the research of theoretical issues and methodology re-
search of national and investment security, essence of its
formation and ensuring.

Uninvestigated parts of general matters defining. It
should be noted that the issue of methodological principles of
the formation and ensuring of the investment security system
remains logically incomplete.

The research objective. The article aims to formulate a
holistic conceptual approach to the definition of investment
security as a system and to determine methodological princi-
ples of its formation and ensuring.

The statement of basic materials. Investment security is
comprehensively studied from the various methodological ap-
proaches as an open, complex, functional and dynamic system.
Protection of economic interests as a system creating factor,
combined with the control of internal and external threats, ne-
cessitates the existence of the ensuring system of investment
security as an element of self-regulation. The article also re-
veals the main features of the investment security system,
namely stability, sustainability, development, and integrity.

Conclusions. Analysis of various methodological ap-
proaches and their synergistic combination by exploring the
formation and ensuring of the investment security system
makes it possible to better identify the features and functions
of this system.

Keywords: economic security; investment security of the
nation; synergetics, systemic approach; structural and func-
tional approach.
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METOAOJIOINYHI 3BACAAU NOCNIAXEHHA
CUCTEMM IHBECTUUINHOI BE3NEKWN
OEPXABU

AkmyanbHicmb memu docnidxeHHs. OOHieto 3 Haliea-
Knusiwux MmemodornozidHux npobrnem GocnidxKeHHs iHeecmu-
uitiHoi 6esneku € dianekmuyHe noedHaHHs meopemu4yHo2o U
eMrIipu4YHO20 PiBHI8 HayKo8020 Mi3HaHHSA, iX iHmMezpauis 3
Memor OmMpUMaHHSs1 y3a2allbHeHO20 3HaHHSI PO npedmem.

lMocmaHoeka npobnemu. [HeecmuujliHa 6esneka €
CKaOHOK Kameaopieto, a MOMy 8UKOPUCMaHHSI PI3HUX Me-
modornoziyHux nidxodig Ao3gonume noanasHymu Ha npobnemy
00CnidXeHHS1 KOMIIIEKCHO, PO3KpUMU yCi 3MiCmMo6Hi cknadosi
daHo20 Asuwa.

AHani3z ocmanHix docnioxeHb i nyb6nikauii. Haykosi
npayi nposioHuUX 3apybiXHUX | 8iMm4Yu3HsHUX docnioHukie: Ku-
puneHka B., Cimaciyca P., CumHuka [I., Xapnamoseoi . ma
iHWux npucesiyeHi OO0CIOKEHHIO MEeOoPemuUYHUM MUMaHHSIM
ma memodoroeil docnidxeHHs cymHocmi HauioHanbHoOI ma
iHeecmuy,itiHoi 6e3neku, i cmaHo8rneHHI0 ma 3abe3rneyeHHs.

BudineHHs1 HedoclidKeHuUx YacmuH 3a2anbHOI Npo-
6nemu. Paszom 3 mum, numaHHsi MemoodorioeiyHux 3acad
¢opmysaHHs ma 3abe3rnieqdeHHs1 iHeecmuuiliHoi b6esrneku 3a-
NUwarmsCs /102iYHO He3agepWeHUMU.

lMocmaHoeka 3aedaHHA. Memoro cmammi € ghopmysaH-
HS1 YinliCHO20 KOHUernmyarsbHo20 nidxody 00 8U3HaYeHHs iHee-
cmuyitiHoi 6e3neku sK cucmemu ma 6U3Ha4yeHHSI Memooo-
noeiyHux 3acad ii popmyeaHHs ma 3abe3rneyeHHs..

BuknadeHHsi oCHO8HO20 Mamepiany. IHeecmuujiliHa 6e3-
reka po32na0aembCsi KOMIIIEKCHO 3 no3uuyii Mmemodoroeii pis-
Hux nidxo0i8 sik 8iOKpuma, ckraoHa, ¢hyHKUjoHanbHa, OUHaMiy-
Ha cucmema. 3axucm eKOHOMIYHUX iHmepecie sk cucmemom-
80opyull YUHHUK y rnoedHaHHi 3 6opombboto 3 Hebesnekamu
8HYMPIWHL020 Ma 306HIWHBE020 Xapakmepy 3yMOBIoe Heob-
XiOHicmb iCHygaHHs1 cucmemu 3abesrneyeHHs1 iHeecmuyitHoOl
besrieku sk enemeHma camopeaynaujii. B crmammi poskpumi
OCHOBHI 8rlacmusocmi cucmemu iHeecmuuitiHoi  6e3neku:
cmabinbHicmb, cmilKicmb, PO38UMOK ma YiriCHiCMb.

BucHoeku. AHani3 nioxodie ma cuHepeemuy4He ix rnoeo-
HaHHS1 rpu OocnioxeHHi hopMysaHHs ma 3abe3rneyeHHs cu-
cmemu iHeecmuuitiHoi 6e3neku 00380JII€ Kpawie eu3Havyumu
ocobiusocmi ma hyHKUi daHOI cucmemu.

Knroyoei cnoea: ekoHomidyHa 6esrneka; iHeecmuyitiHa
besneka Oepxasu; CUuHepzemuka;, cucmeMHul  nioxid;
CMpYKMYypPHO-YHKYiOHanbHUU rioxio.

Urgency of the research. The dialectical combination of the theoretical and empirical kinds of sci-
entific knowledge as well as their integration in order to obtain alternative general knowledge about the
subject is one of the most important methodological research problems within the categories ‘national
security - economic security - investment security’. To determine the main trends in the development

Varnalii Z. S., Nikytenko D. V., Mykytiuk O. P. Methodological bases of

research of the system of investment security of the nation




HaykoBuii BicHuk Moniccst Ne 1 (13), 4. 1, 2018 Scientific bulletin of Polissia Ne 1 (13), P. 1, 2018

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCI1IO4APCTBOM

of investment security, it is necessary to establish a dialectical relationship between factors that de-
termine security at different hierarchical levels, which reveal the degree of their sustainability and vari-
ability under the influence of dynamic changes in the institutional environment.

Target setting. Using only one methodological approach in the study of investment security as a
complex multilevel functional system cannot ensure the completeness of the analysis. The main struc-
tural elements of the investment security system are the person (nanolevel), the enterprise (microlev-
el), the region (mesolevel) and the nation (macrolevel), their interests and threats in the investment
sphere. Therefore, in order to disclose all the content components and patterns of the formation and
ensuring of the system of investment security, it is necessary to use various methodological ap-
proaches of complementary character and logically combine them.

Actual scientific researches and issues analysis. Theoretical issues and research methodology
of the investment security content, the formation and functioning of the system of its ensuring are the
focus of attention of many scholars in Ukraine and abroad. Thus, O. Baranovskyi (2004) [1] and
S. Moshenskyi S. (2008) [2] are those who have studied the concept of «investment security» and the
methodological principles of the investment security system formation, V. Kyrylenko (2005) [3] and
A. Sukhorukov (2009) [4] have elaborated the methodology for assessing the state of economic and
investment security in particular, G. Kharlamova (2017) applying an integrated approach has studied
investment security and investment climate [5], O. Dzoban (2007) [6] and G. Sytnyk (2012) [7] have
thoroughly explored the conceptual foundations and methodological basis of national security in gen-
eral. Significant contributions to the research on investment security were made by Ukrainian and for-
eign scientists such as V. Bazylevych, A. Fedorenko, K. Ksiezopolski (2011) [8], R. Simasius (2005)
[9], V. Osetskyi, M. Yermoshenko and others.

Uninvestigated parts of general matters defining. It should be noted that the issue of the meth-
odological principles of formation and ensuring of the investment security system remains logically
incomplete.

The research objective. The article aims to formulate a holistic conceptual approach to the defini-
tion of investment security as a system and to determine methodological principles of its formation and
ensuring.

The statement of basic materials. The main objective of investment security is to provide the
conditions necessary for a productive investment activity, which will ensure an effective structural re-
forming of the national economy in context of world trends. This circumstance involves disclosing the
existing relations between security subjects and security objects, their interests as well as trends and
patterns of their development. In order to maintain the desired level of investment security, it is neces-
sary to form an effective system of its ensuring.

1. Conceptual principles of the investment security system.

The problem of ensuring investment security as a component of economic and national security is
of a systemic character and cannot be limited to the creation of a system of separate bodies and a set
of normative legal acts. Therefore, in our point of view, the system of investment security and the sys-
tem of its ensuring can be investigated within structural and functional, synergetic, systemic and insti-
tutional approaches.

According to the approach of structural and functional analysis the system of investment security itself
and the system of its ensuring can be considered as a functional system, which is understood as dynam-
ic self-regulatory organizations, the activity of which is directed at the provision of results of higher level
that are useful even for the existence of the systems and organizations being a part of them. It is impos-
sible not to agree with the Sudakov’s opinion (1984), according to which it can be argued that the func-
tional system, to which the system of investment security belongs, is based on the following principles:
the result of activity as a leading, system-forming factor; self-regulation as a general principle of the or-
ganization of functional systems; selective consolidation of separate bodies and institutions in the inte-
gral organization of the functional system, the interaction of separate elements to achieve the final re-
sults of the system operation; hierarchy of functional systems; systems genesis [10].
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Two interrelated processes are characteristic for the development of the system, namely stability
preservation, maintenance of integrity, on the one hand, and the objective existence of fluctuations,
which lead to a temporary violation of this stability and integrity, on the other hand.

Because the development of the society, of any system in general and its individual elements is a
nonlinear process, fluctuations take place at certain points of bifurcation and are manifested as exter-
nal influences of destabilization algorithms of different levels of intensity and dynamism. Stability
preservation means the ability of the system to withstand these influences, thereby ensuring the conti-
nuity of its development. Maintaining integrity involves the implementation of the target function of the
system by its each element.

The chain of bifurcations cannot only divert the system of investment security from the optimal
state (orderliness - chaos), but also return it to this state by using protective mechanisms (chaos —
orderliness) [11]. In the context of the research, such points of bifurcation in the case of "orderliness-
chaos" are the deviation of the limit values of the relevant indicators of the investment security level
that can result in threatening processes in the economy. In general, bifurcations are accompanied by
certain changes in particular areas or in the whole system, in the internal or external structure, in some
functions of their whole system. Under the influence of these changes, the emergence of a new dissi-
pative structure begins a new process of developing a security system. This structure ensures the se-
curity system stability in a qualitatively different state, on a qualitatively new level of the organization.

When studying the investment security system and the system of its ensuring it is also advisable to
use the principle of synergetics that is the scientific direction of the study of self-organization process-
es in natural and social systems. In ontological terms, the subject of synergetics is the study of the
patterns of origin, functioning and development of self-organizing systems of different nature. Applying
the principles of synergetics, Sytnyk (2012) has offered a new look at the phenomenon of social sys-
tems safety, the general properties of which can be adapted to the investment security system: “state
of uncertainty and stability, existence of various kinds of threats, preservation of the integrity of the
social system creates a tendency to complicate the system with new properties; security appears in
the context of the nonlinear development of the system as one of the possible ways of further social
change; security can be considered as a property of a social system, where each element has an ad-
equate level of freedom for its self-preservation without violating the integrity of the system; it is possi-
ble to scrutinize the security of the system at the point of bifurcation, when some types (components)
of security can be constructive while others are destructive” [7, p. 43].

The essence of synergetics lies in the fact that uncertainty and instability of the system are its
properties, which arise from the interaction of elements.

Forecasting, planning and identifying directions and means of strengthening the investment securi-
ty in modern conditions can’'t be carried out without coordination and coherence. Only synchronous
development of all elements (subsystems) of the investment security system will ensure its highest
efficiency. A holistic view of the essence of investment security, its functioning, interaction of its ele-
ments is possible by means of combining structural-functional and synergetic methodologies. The
practical outcome of such a combination of methodologies to understand the mechanism of ensuring
investment security is of particular importance.

2. Methodological aspects of the systemic approach in the analysis of investment security
of the nation.

The problem of ensuring investment security as an integral part of the economic and national secu-
rity in general is systemic and can’t be limited to the creation of a system of separate bodies. Using
the methodology of the systemic approach is a way to successful analysis of the processes taking
place in the system of ensuring investment security.

The essence of systemic researches within the framework of scientific analysis of investment secu-
rity is to use the fundamental methodological concept of the “system”. The basic principle of systemic
approach is that systemic phenomena are investigated by a system of methods based on systemic
principles to achieve the goals of the system. If investment security is considered as a certain process,
then there is a need in the analysis of the content of the activity that can ensure it as well.

Varnalii Z. S., Nikytenko D. V., Mykytiuk O. P. Methodological bases of
research of the system of investment security of the nation




HaykoBui BicHuk MNonicca Ne 1 (13), u. 1, 2018 Scientific bulletin of Polissia Ne 1 (13), P. 1, 2018

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCI1IO4APCTBOM

We argue that the systemic approach of investment security study is an approach in which all so-
cial connections and mediation, elements and components of society and nation, functions and prob-
lems regarding the ensuring of investment security are considered as interconnected. The structuring
of the system, the formation of its components and the definition of functions of both the system as a
whole and its components, as well as the determination of factors that ensure the stability and integrity
of the system form the basis for a comprehensive study of the social system of any level of organiza-
tion, any process or problem [12].

Now the state of theoretical thought regarding the research of the investment security system is
characterized by the search for alternative concepts of ensuring investment security. One of such al-
ternatives may be the methodological basis of the institutional theory, according to which investment
security as an institution can be a set of rules for higher level security and the organization whose
function is to create a favorable institutional environment through reducing transaction costs. The
tasks facing the institutional methodology are multidisciplinary. Behavior of investment entities in order
to meet their interests, its constructive or destructive nature is one of the components and conse-
quences of the development of economic, social and political institutions.

The system of investment security is relatively separate (Fig. 1), has a special structure and con-
nections with the external environment and a specific mechanism of reproduction.
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s E security and security =z
- STRUCTURAL ELEMENTS OF INVESTMENT SECURITY of information o
resources 4
o] -
n: System-forming factor - ECONOMIC INTERESTS >
- @ Ensuring 4
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EXTERNAL ENVIRONMENT
Fig. 1. Decomposition of the system of investment security of the nation (authoring)

The leading system-forming factor that organizes and determines the configuration of a functional
system of any level of complexity is a useful result for every system and society as a whole. The final
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result of the functional operation of the investment security system as a component of economic secu-
rity in general terms is defined in Methodological Recommendations on the Calculation of the Level of
Economic Security of Ukraine in 2013. According to them, the task of investment security as an inte-
gral part of investment and innovation security is to increase the efficiency and deepen the specializa-
tion in the creation of products with a high share of added value, which will contribute to the growth of
the competitiveness of the national economy in the global economic environment in conjunction with
its ability to achieve sustainable and balanced growth. That is, in other words, using the methodology
of the institutional theory and the security theory, the purpose of investment security, as well as other
components of economic and national security, is to protect the interests and values of multi-level enti-
ties, to monitor and neutralize threats and dangers in the investment sphere [13].

Investment security within the security system of higher level is caused by the presence of syner-
gies between different actors at different levels of the hierarchy. It reflects the system of economic re-
lations that arise in the process of harmonization, implementation and protection of interests by those
actors. Therefore, the objects of investment security are economic interests, their balance and coher-
ence between the subjects of investment. In our opinion, the subjects of investment security are the
state and society with their formal and informal institutions as subjects of management, on the one
hand, and, on the other hand, the subjects of investment activity regardless of their legal status, form
of ownership and territoriality.

At each specific moment of time, the effective functioning of any system, including the system of
investment security, is exposed to the negative factors of internal and external environment. By the
level of stress, destabilizing factors can be divided into threats and dangers. According to the structur-
al and functional approach, each functional system is based on the principle of self-regulation: the de-
viation of the performance of the system from the level that provides the normal life of the society nec-
essarily leads to a chain of processes aimed to restore the optimal level of this result. On the other
hand, as a rule, the changing in one indicator of the performance of one functional system in the so-
ciety is immediately reflected in the results of others.

For functional systems of a multi-link regulation (and the system of investment security is an inte-
gral part of economic security, which in turn is an integral part of national security) a qualitatively dif-
ferent self-regulation principle is characteristic, i.e. the deviation from the optimal level of any parame-
ter results in a directed redistribution in certain ratios of the values of all other parameters of to the
results of their indicators. The system of investment security in the self-regulation process lies in the
fact that the limits of this self-regulation are set up by society. Self-regulation is necessary for the sys-
tem to organize its life, structure of forces and means for solving the problems that a society faces.
However, if the tasks facing the investment security system can’t be solved in the amount of resources
provided by society and society constantly ignores the demands of its structural elements, the system
can direct the self-regulation process into a destructive channel, or the management of this system
begins to imitate its ability to fulfill its functional purpose [6, p. 85]. Processes of deindustrialization,
reduction of investments, non-productive use of investments (investment of financial resources in the
unproductive sphere of entrepreneurial activity) and economic crime can exemplify this.

The main feature of the economic system lies in the exceptional diversity of its properties, some of
which reflect the content of investment security and are of crucial theoretical and practical significance
in the context of investment security ensuring. As it can be seen from Figure 1, the main features of
the investment security system are stability, sustainability, development and integrity. Stability should
be understood as a state of the system that ensures its evolution combining dynamic and static ele-
ments. A dynamic component of the investment security system stability is its development and inte-
gration into higher-level systems. An example of the static component of the stability of the investment
security system can be its structure, i.e., the unaltered set of elements that ensure the functioning of
the system accordingly to its aims.

Sustainability reflects the strength and reliability of its elements, vertical and horizontal relations
within the system, the ability to withstand external influences (threats) under the conditions of activa-
tion of destabilization algorithms of different levels of intensity and acceptable dynamic parameters. It
provides continuity in its development. An important feature of the investment security system is its
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development that creates new, favorable conditions for survival. If the system does not develop, then
its ability to survive, its ability to withstand and adaptation to internal and external threats are sharply
reduced.

Integrity means that the system acts as the only object where the interconnections between the
parts are very strong, and each element of the system contributes to the implementation of the target
function of the system.

Conclusions. To sum it up, the analysis of the main research areas on the formation and ensuring
the investment security system gives grounds to say that only an integrated use of various methodo-
logical approaches can better determine the features and functions of the system. So, using the above
methodological approaches, in our opinion, the system of investment security can be characterized as
a complex, open, dynamic system, which is a set of subsystems, and which itself is a subsystem for a
higher order system; as a constructive institution (a set of rules and organizations), being influenced
and interconnected with other systems of different levels, is an integral part of ensuring the conditions
necessary for carrying out productive investment activities by reducing transaction costs, which will
ensure an effective structural adjustment of the national economy in accordance with world trends and
welfare growth. To realize this goal, there is a need for the formation of an effective security subsys-
tem — the ensuring investment security system. The systemic approach allows to organically combine
analysis and synthesis, quantitative and qualitative approaches, which, in turn, offers extremely wide
opportunities for the application of heuristic, logically mathematical, national-security-scientific and
many other methods in the study and analysis of modern security systems, methods and ways to en-

sure their sustainability, stability, development and integrity.
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SUSTAINABLE DEVELOPMENT REPORTING
AS AN INSTRUMENT FOR INSTITUTIONAL
REFORM IN UKRAINE

Urgency of the research. Practical implementation of the
institutional reform in Ukraine requires introduction of a new
concept of reporting, which will actualize research on measur-
ing and predicting potential effects of economic, social and
environmental interaction between business units and society
through the indicators of the integrated reporting.

Target setting. There is a need for in-depth study of the
development of the accounting methodology and improvement
of the disclosure of the consequences of socio-ecological and
economic activity in business units’ reporting.

Actual scientific research and issues analysis. Meth-
odological aspects of sustainable development reporting are
studied in the works of: K.Adams, D. Gritsishen,
V. Evdokimov, T. Efimenko, V.Zhuk, R.Kostyrko, K. Lee,
L. Lovinskaya, P.Michael, G. Roberts, G. Serafayma and
others.

Uninvestigated parts of general matters defining. Sci-
entific and theoretical basis of the organization and methodol-
ogy for the formation of integrated reporting indicators requires
further research.

The research objective. The purpose of the study was to
develop a conceptual model of accounting and analytical sup-
port for the sustainable development management in the sys-
tem of national accounts.

The statement of basic materials. The article substanti-
ates the importance of reporting on the sustainable develop-
ment in institutional reform in Ukraine. Conceptual model of
accounting and analytical support for the sustainable devel-
opment management is developed. Basic components of the
integrated reporting process are determined.

Conclusions. Development of the system of accounting
and analytical support for the sustainable development of
institutional units under the proposed conceptual model will
enable to form information base for the substantiation of man-
agerial decisions that will promote the improvement of busi-
ness perfection of domestic enterprises and implementation of
institutional reform in Ukraine.
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3BITHICTb CTAMNOIO PO3BMUTKY 5K
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AkmyanbHicmb memu docnidxeHHs1. [TpakmuyHa imri-
nieMeHmauisi iHcmumyuitiHoi peghopmu 8 YkpaiHi eumazae
3anposadxeHHs1 HOBOI KOHUenUuji 38imyeaHHs1, Wo akmyariisye
00CridXKeHHs MuMmaHb 8UMIPIO8aHHS | MPO2HO3Y8aHHSI MOMeH-
UitiHUX Hacniokie 8i0 eKOHOMIYHOI, coujanbHOI ma eKosoaiyHol
83aemo0ii bisHec-00UHUUb | Cycrinbcmea 4Yepe3 MoKa3HUKU
iHmMezposaHoi 38imHocMI.

lMocmanoeka npo6nemu. [ompebytoms noenubneHo2o
8UBYEHHST MUMaHHsI po38umKy memodorioeii byxeanmepcbKo-
20 065Ky ma yOOCKOHareHHs1 po3Kpummsi Hacniokie couio-
©€KOJ1020-eKOHOMIYHOI  disinbHocmi y  38imHocmi  6i3Hec-
00UHUUb.

AHaniz ocmaHHix docnioxeHb i nybnikayili. Memooo-
roeiyHi acrnekmu 0611ikogo-38imHo20 3abe3rneyqyeHHs1 yrnpas-
TiHHS  cmanumM po38UMKOM OGOCriOXKyembCsl 8 npausx:
K. A. Adamca, [ O. [puyuweHa, B. B.€sdokumosa,
T.l. Edpbumerko, B. M.Xyka, P. O.Kocmupko K. B. Il
J1. T". JTogiHcbKOI, Il K. Madikna, r. I. Pobepmca,
I". Cepagpetima ma iHuwIuX.

BudineHHs1 HedocidKeHUX YacmuH 3a2anbHoi npo-
6nemu. [lompebye mnodanbwux OOCMIOXEHb HAayKOBO-
meopemuyHul 6a3uc opzaHisauii ma memodornogii ¢hopmy-
8aHHs 10Ka3HUKI8 iHmeapoeaHoi 3gimHocmi.

lMocmaHoeka 3ae0daHHA. Memor OocnidxeHHs] 8u3Ha-
YeHO  po3pobKy  KoHuermyarnsbHoi  modeni  0bnikogo-
aHanimuyHo2o 3abesrnedyeHHs yripaerniHHA cmanuMm po3sum-
KOM 8 cucmeMi HaujioHarnbHUX paxyHKis.

Buknad ocHoeHo20 mamepiany. B cmammi obrpyHmo-
8yembCsl 8aX/usicmb 38iMHOCMI CmMasno2o Po3sUMKY 8 iH-
cmumyuitHiti pecbopmi 8 YkpaiHi. Po3pobrieHo KoHUuenmyarib-
Hy mModersb 0651iKo8o-aHannimu4Ho20 3abe3rneyeHHs yrpassni-
HS1 cmanum po3sumkom. BusHauyeHo ocHO8HI cknadoei rpoue-
cy (hopMy8aHHs1 iHmeepoeaHoi 38imHocmi.

BucHoeku. Po3bydosa cucmemu 0bikoso-
aHanimuyHo2o 3abesrnedyeHHs yripaerniHHA cmanuMm po3sum-
KOM iHCmumyuitiHux oOUHUUbL 3a 3arporoHO8aHOK KOHUEr-
myarsnbHO Modesno 00380/1UMb cghopmMysamu iHbopmauit-
Hy 6a3y 0na obrpyHmyeaHHs YrpaesniHCbKUX pileHb, Wo
cripusimume nidsuuieHHro 0irnogoi dOCKOHaIocmi 8imyusHsIHUX
nidrpuemcme ma iMnnemeHmauii iHcmumyuitiHoi pegpopmu 6
YKpaiHi.

Knroyoei cnoea: iHmeeposaHa 38imHicmb,; 06nikogo-
aHanimuyHe 3abesneyvyeHHsi; iHcmumyuitiHa peghopma.

Urgency of the research. Acquisition of stable partnerships of Ukraine among the developed Eu-
ropean countries requires from our country significant changes in various spheres of social and eco-
nomic life. Head of Regional and Government Engagement, Member of the Managing Board of World

Krutova A. S., Tarasova T. O., Nesterenko O. O.

Ukraine

15
Sustainable
development reporting as an instrument for institutional reform in

(o) I



HaykoBuii BicHuk Moniccst Ne 1 (13), 4. 1, 2018 Scientific bulletin of Polissia Ne 1 (13), P. 1, 2018

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCIIO4APCTBOM

Economic Forum, Philip Resler believes that "sustainable economic growth, provided by strong and
reliable institutions, is the best guarantee of the future of Ukraine as a country located at the junction
of Europe and Asia" [7]. The characteristic of the state connected with its consideration in the integrity,
allocated from the social environment, system of various interdependent bodies and institutions, is
called the mechanism of the state. Implementation of the institutional conception of the society devel-
opment requires integration of all subjects of the society efforts in order to create conditions for the
effective use of the potential of the domestic market, natural resources, and powerful human capital.
By linking various general theoretical, abstract-logical and conceptual guidelines for sustainable de-
velopment, it should be noted that their practical implementation directly depends on the main infor-
mation driver — accounting and analytical support for the sustainable development of institutional units.

Target setting. For the improvement of the existing information and communication interaction be-
tween business entities and stakeholders at different levels, support for institutional reform in Ukraine
in the context of European integration requires in-depth study of a new reporting models and trends in
the development of accounting methodology to meet the growing demands of users and improvement
of the transparency, completeness and relevance of the accounting and reporting information.

Actual scientific research and issues analysis. The presented in the World Economic Forum
report "Scenarios for Ukraine: Reforming Institutions, Strengthening the Economy After the Crisis",
analysis of the results of broad consultations of more than 300 leading experts, executives, large en-
trepreneurs and civil society leaders, responsible for decision-making, confirmed the necessity of cre-
ating in the country an effective system of global metrology to define key priorities for assessing the
indicators of socio-ecological and economic development in the long-term perspective in post-crisis
period. In this aspect, the World Bank innovative methodology for assessing national wealth is based
on the following indicators of sustainable development: natural capital; production capital (assets);
human capital (human resources); social capital [5; 7]. Subsequently, materialization of the proposed
approach occurs under the auspices of the International Federation of Accountants (IFAC), which initi-
ated the development of the Integrated Reporting Concept, aimed at providing stakeholders with full
information on the factors of influence that have a significant impact on the ability of a business unit to
create value in the long run.

In recent years, among the important scientific research of various aspects of accounting and re-
porting support of sustainable development management, the works of T. l. Efimenko V. M. Beetle,
L. G. Lovinskaya, V. V. Evdokimov, D. O. Gritsishen, G. |. Roberts and P. K. Michael, should be allo-
cated. They deeply explored organizational dynamics, ideological foundations, national and public sig-
nificance of the development of branch accounting standards and introduction of integrated reporting
in order to prevent crises, ensure social justice and economic independence, and respect for the hu-
mans rights and freedoms. The conceptual foundations for assessing of the institutional units social,
human and environmental capital were investigated by R. O. Kostyrko and K. V. Lee, the problem is-
sues of using of the integrated reports in the financial security management and involvement of finan-
cial capital suppliers were examined in the works of G. Seraphayma, and the methodological tools for
the integrated reports compiling, their structure and the procedure of information disclosure were stud-
ied by K. A. Adams.

Uninvestigated parts of general matters defining. Without diminishing the significance of the exist-
ing achievements, we have to admit that scientific and theoretical basis of the organization and method-
ology for the formation of integrated reporting as an element of the conceptual model of accounting and
analytical support for the sustainable development management of the institutional units in the system of
national accounts requires further research, which was defined as the purpose of this article.

The research objective. Achievement of the stated objective is accomplished by solving the fol-
lowing tasks: determining the place of sustainable development reporting in the institutional reform in
terms of European integration; development of a conceptual model of accounting and analytical sup-
port for the management of institutional units sustainable development; substantiation of accounting
and analytical support main components in the process of sustainable development reporting.

The statement of basic material. The concept of sustainable development dramatically changes
the value of accounting, and, accordingly, affects the formation of accounting and analytical support as
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an information contour of management of the economic, environmental and social components of the
institutional units’ activities. Development of the forms of reports and identification of its indicators are
directly related, firstly, to changes in the interests of a particular group of accounting and reporting in-
formation users, and secondly, to socio-political conditions that affect the activities of a specific entity,
in particular, the level of economic development of the country and world in general, and thirdly, to
legal regulation of accounting and reporting system.

The basic priority of improving the accounting and reporting system is the progressive or regressive
development of the institutional environment [4, p. 28]. Thus, various institutions influence develop-
ment of the integrated reporting, which, according to hierarchy of the institutional support of account-
ing in Ukraine developed by V. M. Zhuk, expediently include the following: formal institutes "in the
heads of people" and "rules of the game"; institutes of science, education, professional support; con-
trolling institutions and regulatory institutes [3, p. 9]. These are exactly the institutions that form meth-
odological basis for the integrated reporting.

Institutional transformations in the accounting system require the introduction of a general data-
base design that allows measuring and predicting potential effects of economic, social and environ-
mental interaction of business units and society. Solution of this problem lies in the design of a con-
ceptual model of accounting and analytical support of managing sustainable development of institu-
tional units concerning the fundamental issues of value creation process and its disclosure in integrat-
ed reporting (Fig. 1).

Accounting and analytical support of business
—— unit sustainable development management —

i Objective |
—l—

Creation and distribution of added value according to the data of global accounting by accrual and grouping of economic
operations according to economic indicators of national wealth

| Subject | | Object |
= — = —
Insitutional unit Capitals: financial, production, intellectual, human, socially-reputational, natural
I Accounting process information contour |

Environment, institutional unit business model, organizational and financial structure, risks and opportunities, business
processes, results of activity, prospects for the future

| Components of the accounting process in the national accounts system |
Production || Income || Initial distribution Secondary distribution || Income redistribution || Account of Financial
account |laccount]|of income account of income account account capital account
I Professional ethics applying criteria l

Professional values, professional judgment, integrated thinking

I Principles I
Balance, authenticity and completeness, continuity and comparability, materiality, interaction with the interested parties

I Sustainable development reporting components I
e — ——
"ECONOMIC" "ECOLOGICAL" "SOCIAL"
Economic performance Products and services Employment
Presence in the markets Compliance with requirements Relations between employees and
Indirect economic impact Environmental assessment of suppliers management
Procurements practices Mechanisms of filling the Health and safety of life
complaints on environmental problems Equal opportunities
Anti-corruption
Privacy

Fig. 1. Conceptual model of accounting and analytical support for the institutional units’ sustainable
development management
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Concerning the new reporting model T. I. Efimenko, V. M. Zhuk, L. G. Lovinskaya emphasize that it
should be reflected in the information environment of the sustainable development concept, which is
recognized by the international community as a new ideology of the 21st century [2, p. 36]. Construc-
tion of the accounting and reporting system of the country according to the proposed scheme allows
solving the problems of public and private economic sectors coordination and strengthening of the co-
operation principles based on public interests in all areas of business activities. Conceptual nature of
the accounting and analytical support model involves formation of the global dynamic image of the
management system for sustainable development, which reflects development dynamics, value added
creating process nominal structure for the available capitals and hierarchical structure of causal rela-
tionships of accounting and analytical support processes within the system of national accounts.

Based on the above suggestions, it is necessary to determine the list of system tasks of the ac-
counting and analytical support conceptual model that correspond to the information requests of the
management system of the sustainable development. Such tasks include:

— information support at the input of capital analysis and monitoring in the context of the
institutional unit mission, which allows to determine the amount of resources within the existing
business model that is transformed as a result of economic activity;

— information support for the management of value accumulation in the life cycle of the resources
(capitals) transformation into a new value, from total volume of which depends the sustainable
development of business;

— information support for risk management and opportunities that influence capitals and the ways
of adapting the strategy in the short, medium and long-term periods;

— information support for management of changes in different types of capital that have occurred
as a result of economic actions, give competitive advantages and allow to create value.

The subject of the conceptual model should be understood as economic activity of an institutional
unit, which is connected with the circulation of capitals — financial, industrial, intellectual, human, so-
cially reputational and natural. In order to assess effectiveness of economic activity, the "understand-
ing processes of creating value other than financial" is of paramount importance [6, p. 25]. In the con-
text of the integrated reporting concept, capitals are fundamental objects of accounting and analytical
support model of the sustainable development, which can create value and form basis for its increase
in the long run. Composition analysis of the model objects of the accounting and analytical support
becomes of particular relevance in determining elements of the information profile of the accounting
process.

Various approaches to the composition of the integrated reporting elements testify the controversy
of this issue [8; 10]. We consider it expedient to fill up the reporting block of the proposed model based
on the priorities of the institutional unit sustainable development. The Sustainability Reporting Hierar-
chy should include general and specific information about the industry in which the company operates,
as well as indicators of its performance.

A detailed description of the sustainable development reporting is caused by a number of factors
characterizing the state of socio-ecological and economic relations in the society development:
change of the structure of economic entities’ property; loss of signs of industrialization by the world
economy; introduction of resource-saving technologies in production and social spheres; ecological
problems that are to be solved by minimizing emissions and pollution caused by production, recycling
of waste products, production of environmentally friendly products, which causes the emergence of
new accounting objects; development of corporate relations and globalization of the economy
[1, p. 288]. Therefore, to summarize information on the functioning of institutional units, study dynam-
ics of macroeconomic indicators and analyze proportions of the national wealth creation, it is expedi-
ent to form sustainable development reports corresponding to national structural and institutional basis
taking into account metrological peculiarities of the national accounts system, which enables transfor-
mation of abstract social and environmental categories into concrete reporting indicators.

Conclusions. The proposed conceptual model for the accounting and analytical support formation
can be used as a methodological design for the integral model of perfection, which corresponds to the
general program of activities for the period from 2017 to 2019 of the Public Association "Ukrainian As-
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sociation of Excellence and Quality". Development of accounting and analytical support system of the
institutional units sustainable development management in accordance with the proposed conceptual
model will enable formation of the information base for management decisions justification, implemen-
tation of economic policies at the micro- and mega-levels of management, estimation of market condi-
tions, development of business entities economic strategy, coordination of foreign economic activity,
development of democracy in the society. This will contribute to the improvement of business perfec-
tion of domestic enterprises by updating state policy of Ukraine in the sphere of products quality man-
agement (goods, works and services), harmonization of the national system of accounting standardi-
zation and further improvement of the verification systems of sustainable development reports.
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ANALYSIS OF MOTIVATION FOR
DEREGULATION OF ENTREPRENEURIAL
ACTIVITY AS THE MAIN WAY TO REDUCE

ADMINISTRATIVE BARRIERS IN THE
ECONOMY

Urgency of the research. The ultimate goal of state regu-
lation of the economy is to achieve a compromise between
efficiency and social justice. But in a modern market environ-
ment, such goal is unachievable, and therefore it is necessary
to determine how to even partially complete this goal, which
can be helped by deregulation.

Target setting. The authors set the hypothesis of this arti-
cle as motivation for reducing the administrative barriers which
consist of the justification and calculation of this matter among
groups involved.

Actual scientific researches and issues analysis. The
theoretical and methodological basis of the institutional and
neoinstitutional concept of entrepreneurship were presented in
the works of Coase R., North D., McGuire M., Olson M., Wil-
liamson O., Hodgson J. Among Ukrainian economists, institu-
tional studies of the economic environment were carried out by
Zaburanna L., Malik M., Shpykuliak O., and others.

Uninvestigated parts of general matters defining. Moti-
vation to reduce administrative barriers for entrepreneurs re-
quires additional reasoning for adequate methodological and
applied institutional tools.

The research objective. The aim of this work is to use
methods of game theory in order to analyze the motivation to
deregulate entrepreneurial activities.

The statement of basic materials. The authors in this ar-
ticle considered two situations describing the creation and
overcoming of the administrative barriers to enter the commod-
ity market with the help of bribes from entrepreneurs to re-
sponsible officials. In the first situation interaction is performed
between the official and the entrepreneur, in the second - be-
tween equal entrepreneurs for access to the administrative
resource. Thus, as follows from the considered model, the
situation of creating administrative barriers and receiving rent
from their existence by officials due to the bribes (in the most
spacious case) shows its stability under certain rules of the
game, which in the economy corresponds to the institutional
structure of a particular market or industry management.

Conclusions. The nature of the transaction costs arising
as a result of the influence of administrative barriers on the
economic activities of entrepreneurs was discussed in the
article. As the result of theoretical conclusion and calculations
based on the matrix play, the unproductiveness of the cost
redistribution has been revealed which is exceeding the posi-
tive impact of the coordinating and restrictive functions of the
administrative barriers.

Keywords: motivation; deregulation; entrepreneurial ac-
tivity; administrative barriers; strategic interaction.
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AHANI3 MOTUBAL|II BEPEIYNIOBAHHA
MANPUEMHULLKOI OIANBHOCTI SK
OCHOBHOI'O HANPAMKY 3HMXEHHA
AOMIHICTPATUBHUX BAP'EPIB B
EKOHOMIL|

AkmyanbHicmb memu docnidxeHHs. KiHuesoro
mMemoto OepxagHO20 pezyrioeaHHs €KOHOMIKU € docsie-
HEHHS1 KOMIPOMICY MiX egheKmusHIiCmio | couyianbHOK
cripasednusicmio. Ane 8 ymog8ax Cy4yacHOi PUHKOBOI €eKo-
HOMIKU Usi Mema € HEOOCSIXKHOI, 8HACTIOOK 4020 HEObXiO-
HO 8u3Hayumu criocobu 30ilicHeHHs1 adekeamHo20 docsie-
HEeHHS1 xo4a 6 yacmuHu uiei memu.

MocmaHoeka npobnemu. Poboua einomesa nossieae
8 0brpyHmyeaHHi i npopaxyHKy momueauii 3HUXeHHs1 ad-
MiHicmpamusgHux 6ap'epie y 3auikagneHux apyri.

AHani3 ocmaHHix docnidxeHb i nybnikayid. Teo-
pemuko-memodosioeiyHi OCHO8U IHCMUMYyUitHOI ma HeoiH-
cmumyuitHoi KoHuenuii nidnpuemHuymea npedcmasrsieHi 8
pobomax Koysa P., Hopma [., OncoHa M., Xo0xcoHa [x.
Ceped 8imyu3HsSHUX eKOHoMicmig [HcmumyuitiHi docni-
OXEeHHS1 eKOHOMIYHOo20 cepedosuwa 30ilicHeHi 3abypaH-
Hoto J1. B., Manikom M. W., linukynskom O. I'. ma iH.

BudineHHs1 HedocnidxeHux 4YacmuH 3a2asibHol
npo6nemu. Momusauis 3HWXeHHs adMiHicmpamugHuUx
bap'epis y nionpuemuie sumazae dodamkogozo obrpyHmy-
8aHHs adeKkeamHO20 iIHCmumyyitiHo2o MemoOu4YHO20 ma
npuKknadHo20 iHCMpPyMeHmapito.

lMocmaHoeka 3aedaHHs. Mema pobomu nornsieae 8
momy, wob Ha ocHoei meopii ieop nposecmu aHani3 Mo-
museavyii 00 0epeayrnogaHHs1 MNidNPUEMHUYLKOT disiibHOCMI

BuknadeHHs1 ocHo8HO20 Mamepiany. B po6omi po-
325155 Hymi 0ei cumyauii, Wo onucyomes CMEOPEHHST i M0Jo-
naHHA admiHicmpamugHo20 bap'epy 8xody Ha moeapHull
puUHOK 3a dornomoeoro xabapie. Y nepwil 3dilicHlembcs
83aemo0is MiX YUHOBHUKOM i nidrpuemuem, y Opyaili - MK
nidnpuemuysimu 3a docmyn 0o admiHicmpamueHo20 pecyp-
cy. Takum YuHOM, SIK euriugae 3 po3ersiHymoi mooderti,
cumyauisi cmeopeHHs1 admiHicmpamueHux 6ap'epie i
ompumaHHsi peHmu 8i0 iX ICHy8aHHSI YUHOBHUKaMu 3a
paxyHok xabapig rnokasye ceoto cmilikicmb npu 0ompu-
MaHHI nesHuUX rpaeusl 2pu, Wo 8 eKOHomiui eidnosidae
iHCmumyuitHit cmpykmypi moeo 4u iHWo20 PUHKY 4u
2anya3i eocrodaptosaHHsl.

BucHoeku. OrnucaHa npupoda mpaHcaKkyiliHux eu-
mpam, Wo UHUKalomb 8 pesyrbmami ernnusy admiHicm-
pamusHux 6ap'epie Ha 2ocrodapcbKy OisnbHicmb cy6'ek-
mie nidnpuemMHuymea, sk HernpoOyKmueHUX eumpam re-
peposnodiny eapmocmi, wo fnepesuwyoms MO3UmMueHuUl
8r1/1U8 KOOPOUHYOYOI | 06MeXy8arnbHOI (hyHKUl Oepxxasu.

Knrovoei cnoea: mMomusauisi; OepezyntosaHHs,
nidnpuemHuybka OisiibHicmb; admiHicmpamueHi 6ap'epu;
cmpameeiyHa 83aemodisi.
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Urgency of the research. The ultimate goal of state regulation of the economy is to achieve a
compromise between efficiency and social justice. In case of regulating what should be the number
and degree of administrative barriers, the highest efficiency of the economy will be achieved at zero
level of such barriers. But in a modern market environment, such situation is impossible, and therefore
it is necessary to determine the ways to implement deregulation, which is primarily not the abolition of
norms or procedures, but one of the ways that secures economic stability and financial stability
through a change in the form of control.

Target setting. The working hypothesis is considered as reasoning the assumption that adminis-
trative barriers as formal and informal norms restricting the behavior of entrepreneurs is manifestation
of imperfection of institutional space functioning, created by the state and the way to solve this prob-
lem is to support the motivation to reduce administrative barriers among groups of interest.

Actual scientific researches and issues analysis. The theoretical and methodological basis of
the institutional and neoinstitutional concept of entrepreneurship were presented in the works of
Coase R., North D., McGuire M., Olson M., Williamson O., Hodgson J. Among domestic economists,
institutional studies of the economic environment were carried out by Zaburanna L., Malik M., Shpyk-
uliak O., and others.

Uninvestigated parts of general matters defining. Stating the existence of a significant number
of works devoted to certain aspects of this problem, and a number of theoretical and methodological
and applied economic and statistical studies on the impact of administrative barriers on the functioning
of business entities, it should be emphasized that the motivation for reducing administrative barriers
for entrepreneurs requires additional reasoning for adequate institutional methodological and applied
tools, which determined the choice of the research topic, the formulation of its goal and tasks.

The research objective. The aim of this work is to use methods of game theory in order to analyze
the motivation to deregulate entrepreneurial activities.

The statement of basic materials. The solution of the practical task of eliminating existing adminis-
trative barriers and creating conditions that hamper the emergence of new ones obviously requires not
only a theoretical description of this type of formal rules, but also the development of feasible analytical
procedures that allow to identify an administrative barrier with a sufficiently high degree of reliability.

The general logic of such procedures is completely clear: calculations and assessments should
provide an opportunity to establish whether the formal economic rule in question corresponds to the
definition and possesses the characteristics of administrative barrier [6].

There are two ways to destroy the administrative barriers: de jure and de facto. The mechanism for
the destruction of administrative barriers de jure is realized as a result of the repeal of the normative
act, as a result of the implementation of a local institutional anti-project. An institutional entrepreneur
who implements an anti-project uses judicial or administrative procedures to obtain a decision on the
cancellation of the rule - the barrier. When considering the mechanism for eliminating administrative
barriers by implementing an anti-project, it is revealed that it is more likely that a low barrier will be not
touched by such actions, because the cost of overcoming it is not high, and the "payers" of it are nu-
merous, heterogeneous and poorly organized group. In this case, collective actions to implement a
local anti-project are difficult and costly.

However, the practice shows that the barriers which are settled to a limited range of transactions
and, in many cases, to a limited group of payers, are the most sustainable and really impeding the
entrepreneurial activity. This is a consequence of the fact that the destruction of administrative barriers
could be done by competition of economic agents offering alternative ways to overcome them rather
than through the implementation of local anti-projects.

An important parameter of the evolution of administrative barriers is the change in its profitability for
the collective author of administrative barriers. In the system of administrative barriers, the share of
fixed costs associated with the development and lobbying of the adoption of relevant regulations is
high. Variable costs associated with maintaining the functioning of the system are usually very small in
relation to the revenue stream. Accordingly, the existing high profit in the "market of administrative bar-
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riers" causes an influx of competitors offering ways to overcome them with lower costs for entrepre-
neurs than in the case of direct passage. Alternative ways of passing administrative barriers can be
both legal and semi-legal, and completely illegal. There is a kind of monopolistic competition, when
consumers (in this case entrepreneurs who need to overcome the barrier) are offered "substitute ser-
vices" that allow entrepreneurs to save money and alternative costs of barrier passing. Examples: reg-
istration of the enterprise "all included", trade of the fake certificates, "gray customs clearance", bribes
to officials instead of paying fines, expropriation of part of the rent by direct executors of administrative
barriers, etc.

Administrative barriers have a negative impact on the functioning of small business, since small en-
trepreneurs have limited social and economic resources to overcome them. At the same time, small
business has great potential in the economic development of local communities and, at the same time,
in solving social problems. The functions of small business include not only economic but also social
tasks: being the tax base of the local communities, where the trend of increasing the share of small
business in taxes is obvious; ensuring the reduction of unemployment and job creation; provision of
necessary services to the residents, sponsorship of social programs and charitable assistance to so-
cially unprotected citizens. Representatives of small business as an emerging middle class can be
regarded as a pillar of sustainable development and a source of personnel replenishment of municipal
power. Thus, proceeding from the real long-term interests of business, citizens and municipal authori-
ties, the development of effective mechanisms for their interaction comes first. Here, the practical
steps of state power: streamlining licensing activities, changing the taxation order, the work of state
and public structures, etc. are the basis for reducing administrative barriers. Based on the general
characteristic of administrative barriers as a formal rule that prevents the creation of value and its
characteristics as a rule for which the private costs of entrepreneurs necessary for its implementation
exceed the private benefits obtained, followed by the introduction of various types of administrative
barriers to characterize the ratio of social rules generated by this rule costs and benefits, we can pre-
sent the following typology of rules (Fig. 1).

PC >PB SC<SB
SC>SB 1.1. 1.2.
SC<SB 2.1. 2.2.

Fig. 1. Variants of correlation of private and social costs and benefits arising in connection with the
existence of a formal rule
where PC - private costs, PB - private benefits, SC - social costs, SB - sacial benefits.

In order to analyze the strategic behavior of groups involved, namely officials who have the power
to make decisions on reducing or, on the contrary, increasing administrative barriers and entrepre-
neurs whose enterprises function in markets with high administrative barriers, we used the game theo-
ry which is a science that studies the mathematical behavior of participants in probabilistic situations
associated with making decisions. An example of theory of games is a payment matrix - a two-sided
table formed by a set of squares, each of which represents the outcome of the decision of one of the
two sellers (players). The authors in the article considered two situations describing the creation and
overcoming of the administrative barrier to enter the commodity market with the help of bribes of en-
trepreneurs to responsible officials [5].

The problem of reducing administrative or institutional barriers cannot be resolved without a com-
prehensive study of the motivation of the groups involved. The presence of administrative barriers, first
of all, is beneficial to those officials who carry out the functions of licensing, quoting and controlling
regulated markets. In the current economic conditions, in the overwhelming majority of cases, they are
rent-seeking [8].

Moreover, as proved by M. McGuire and M. Olson [10], when the group has a overall sufficient
(super-capturing) interest, the satisfaction of this interest in the best way will be, paradoxically, by the
way that does not redistribute and satisfying the interest of the minority or other group which is con-
trolled as good as themselves.
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To analyze the strategic behavior of officials who have the power to make decisions about reducing
or, conversely, increasing administrative barriers, on the one hand, and on the other hand, entrepre-
neurs whose enterprises function in markets with high administrative barriers, we used the game theo-
ry which is the science investigating the mathematical behavior of participants in probabilistic situa-
tions associated with the decision-making [9].

Consider two situations that describe the creation and overcoming of the administrative barrier to
enter the commodity market with the help of bribes of entrepreneurs to responsible officials. In the first
situation, there is interaction between the official and the entrepreneur, in the second - between the
entrepreneurs for access to the administrative resource. Therefore, we use the simplest version of a
two-way payment matrix with two players having two strategies.

First, let us consider the first situation of strategic interaction between an entrepreneur and an offi-
cial. Suppose that administrative barriers are the barriers to entry the commodity market. Therefore, if
an entrepreneur does not enter into economic relations with an official (in this case he gives or does
not give a bribe), he cannot carry out economic activities in this regulated market.

Table 1
Strategic interaction between entrepreneur and official
Official
Take a bribe Do not take a bribe
Give a bribe A10 BO
Entrepreneur | (gain access to the market) 10 = (20-10) 0
Do not give bribe co DO
-5 -5

As can be seen from Tab. 1, the Nash equilibrium solution will be achieved in square A. Thus, nei-
ther the official nor the entrepreneur will have the incentive to change the "give / take bribe" strategy
one-sidedly. This means that the official will seek to possess economic power, giving the opportunity
to receive a bribe, knowing that the best option for the entrepreneurs is to give a bribe. This situation is
in general terms consistent with numerous examples from economic practice. Thus, the resolution of
this vicious circle "the creation of barriers (state regulation) - the receipt (giving) of bribes - the loss of
welfare - state regulation” lies in the sphere of changing the rules of the game.

Consider the second example, when two entrepreneurs have two strategies. The first is to pay
(give a bribe) for access to the market and, therefore, to receive an economic profit of 5 units (10 is
the value of half of the monopolist's profit, if the actions of the businessmen are agreed, they will act
as a cartel and have a profit minus costs for the bribes), the second - not to pay and leave the market,
thereby losing 5 units at fixed costs.

Table 2
Strategic interaction between the two entrepreneurs
o 5 The first entrepreneur
52 Pay Do not pay
& 2 | To pay (for access to the market) A 5= (10-5) B-5
oe 5 = (10-5) 10 = (20-10) ,
£ ¢ | Do not pay C 10 = (20-10) B-5
© 5 5

As can be seen from Tab. 2, Nash equilibrium will also be achieved in square A. This means that it
will be advantageous for entrepreneurs to conduct a cooperative game, that is, to conspire and pay
bribes if the strategy of the other entrepreneur (player) remains unchanged.

Thus, as follows from the model examined, the situation of creating administrative barriers and re-
ceiving rents from their existence by officials due to bribes (in the simplest case) shows its stability
under certain rules of the game, which in the economy corresponds to the institutional structure of a
particular market or industry management.
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Conclusions. The nature of the transaction costs arising as a result of the influence of administra-
tive barriers on the economic activities of business entities as unproductive costs of cost redistribution
exceeding the positive impact of the coordinating and restrictive functions of the rules has been re-
vealed in the article. This allowed the authors of the article to estimate the cost of overcoming adminis-
trative barriers in the Ukrainian economy at a level of at least 10% of the final price of goods and to
justify their multifactor character, determined by the number, size and content of administrative barri-

ers.
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ECOLOGICAL COMPONENT OF THE SOCIETY
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Urgency of the research covers the necessity of taking
into account economic theories regarding reproduction in
order to improve the natural resource use process in Ukraine.

Target setting. Taking into account the factors that influ-
ence the implementation of natural resources use principles,
achieving the goals of ecopolicy and forming the constant
development of the society.

Actual scientific researches and issues analysis.
There are issues of scholars both in the field of ecology and
economics devoted to solving the problems of taking into ac-
count the ecological factor in economic theories of reproduc-
tion and construction of a system of rational use of nature.

Uninvestigated parts of general matters defining. The
study of the ecological component in the reproduction process
and the activities regarding keeping natural resource potential.

The research objective. To find out ontognosiological
grounds of reflecting the ecological component in the devel-
opment of social and production relations in the economic
theories of reproduction and to determine the economic laws
in the process regarding reproduction of natural resources
potential of the country.

The statement of basic materials. Nowadays the repro-
duction of natural resources use potential in the country as a
part of the general process of using natural resources is major
at the present stage of development of social, ecological and
economic relations that exist in the system of “nature — mate-
rial production — society”. Solving the problem of decreasing
negative sides of the system mentioned above is to analyse
the peculiarities of production, consumption and organizing
the system of rational natural resources use in Ukraine.

Conclusions. Different economic theories prove the fact
that society exists in the social, ecological and economic sys-
tem created by people. These theories are fundamental for
the development of the natural resources use economy, pro-
mote forming a biological sphere consciousness and aware-
ness of life value not only for a human being but for other
beings and for everything created by nature.
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EKOJNOI4HA CKNNAJOBA PO3BUTKY
CyCniNbCTBA B EKOHOMIYHUX TEOPIAX
BIATBOPEHHSA

AkmyanbHicmb memu OOCiOXeHHSI r1onisizac y Heob-
XiOHOCMi 8paxysaHHsI EKOHOMIYHUX meopill 8i0mMeopeHHs On1s
800CKOHasIeHHS rpouecy rnpupodoKopucmysaHHs1 8 YKpaiHi.

locmaHoeka npobnemu. BpaxysaHHSi YUHHUKI8, SIKi
erniugaome Ha pearisauyito MpuHyurnie npupodoKopuUCmyeaH-
HS, OocsigHeHHs1 3aedaHb eKOrMoimuku ma opMy8aHHs
Cmasnoz0 po3sUMKY Cycrinbcmea.

AHaniza ocmahHix OocnidxeHb i  ny6nikayid.
Po3se’sizaHHI0 npobrnem epaxysaHHs eKO02iyHo20 YUHHUKa 8
EKOHOMIYHUX meopisx 8idmeopeHHs ma rnobydosi cucmemu
pauioHanbHo20 MpupoOOKopUCMY8aHHS.

BudineHHs1 HedoclidKeHuUx YacmuH 3a2asibHOI Npo-
6nemu. BusyeHHsi exoroeidHoi ckrnadosoi y eidmeoprosarb-
Homy nipoueci U OisnbHocmi 3i 36epexeHHs1 rnpupodopecypc-
HO20 nomewHujary.

MocmaHoeka 3ae0aHHs. 3'sicysamu OHMO2HOCEOs102i4HiI
3acadu 8i0obpaxkeHHs1 eKoMoe2iYHoi ckadogoi po38uUMKY cyc-
MinbHO-8UPOBHUYUX 8IOHOCUH 8 E€KOHOMIYHUX meopisx eidm-
BOPEHHS Ma 8u3Ha4Yumu Oil0 eKOHOMIYHUX 3aKOHi8 y npoueci
8i0meopeHHs1 NpupodopecypcHO20 nomeHuiany KpaiHu.

Buknad ocHoeHo20 Mmamepiany. Ha cbo0200Hi 8idmeo-
PEeHHs1 NpupoOopPecypcHO20 MomeHuiany KpaiHu K YacmuHu
3a2asibHO20 npoyecy NpUpPOOOKOPUCMY8aHHS € 20/108HUM Ha
daHoMy emarii po38UMKY COUiO-eK0/1020-eKOHOMIYHUX 8iOHO-
CUH, siKi cknanucsi 8 cucmemi «rpupoda — MamepianbHe 8u-
pobHuUymeo — cycninbcmeoy. BupiweHHs npobnemu 3meH-
WeHHs1 HeezamueHux rnposeie Oii 3a3Ha’yeHoI cucmemu rnosns-
2ae 8 aHarnisi ocobnueocmell supobuymea, crioxueaHHs ma
opeaHi3auii cucmemu payioHanbHO20 MpupPoOOKOPUCMY8aHHS
8 YKpaiHi.

BucHoeku. Pi3Hi ekoHomi4Hi meopii dogodsimb, wo cycrii-
1IbCMBO ICHYE 8 COUj0-eK0oro20-eKOHOMIYHILU cucmemi, wWo
cmeopeHa nmodcmeom. L|i meopii € pyHOameHmansHUMU Ons
pO38UMKY EKOHOMIKU rpupOOOKOPUCMY8aHHS, CrpusiomMb
gopmysaHHio y nrodcmea biocghepHoi cgidomocmi ma ycsi-
OOMIIeHHSI UIHHOCMI XUmmsi He minbKu fIoOuUHU, ane U iHWuX
icmom ma 8cb020, W0 CMBOPEHO MPUPOAOIO.

Knroyoei crnosa: ekoHoMi4yHi meopii eidmeopeHHs; duc-
nponopyii; MPUHYUNU MpupodOKOPUCMY8aHHS; COUj0-eK0omo2o-
EKOHOMIYHUU pO38UMOK; yusinidauitiHul po3eumox.

Urgency of the research. Achieving optimal rates and proportions in this process is the a neces-
sary condition of the rational using natural resources but general basic principles of the rational using
natural resources that are developed at present can’t be called true. As to using natural resources in
Ukraine it is necessary to define the reasons that prove and show the following: territorial, branch dis-
proportions; disproportions between productions that extract and those that process (breaking laws,
planning principles); discrepancy of rates and proportions between the use, protection, reproduction of
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natural resources and certain objects of nature; the process of planning in using natural resources,
existing system of natural resources use indicators have not been aimed of achieving the final goal as
it is required by the main economic law or production means. To say more, the goals of the plan have
not been provided with the conditions for their implementation (financial, material, labour resources
etc.), "the remaining principle of nature conservation measures has been mostly implemented and
gross indications have been pursued.

Target setting. The sphere of modern using natural resources is specific and very complicated in
relations which are formed in the process of using natural conditions, resources, nature objects etc.
Mostly these relations become complicated in the process of rising the society demands which meet
them of the expense of nature values and by the mechanism of natural resources use in general
formed for a certain period of time in a certain country. Taking into account the factors that influence
the implementation of the principles of natural resources use, achieving the goals of ecopolicy and
forming the constant development of the society is an important problem at the present stage of har-
monization and improvement of relations between the society and nature. This can be seen at the ex-
ample of economic laws of reproduction that are the basis of the social, ecological and economic de-
velopment.

Actual scientific researches and issues analysis. Most western scientists-economists empha-
sized the need of taking into account the ecological component in the economic theories of reproduc-
tion (K. G. Lankaster [9], R. G. Lipsi [9], T. Maltus [10], K. Marx [11], A. Marshall [12], D. Medows [6],
D. St. Mill [13], V. Pareto [16], A. Pigu [17], D. Ricardo [19], P.Samuelson [22], A. Smith [24] and oth-
ers). Among the national scientists the works by such scientists as I. K. Bystryakov [3], L. G. Melnyk
[15], V. E. Novitskiy [16], N. F. Ramers [28], P. P. Rusnak [21], V. G. Sakhayev [23], V. Ya. Shevchuk
[23] and others worth mentioning. However, in modern conditions of social, ecological and economic
development of the country the dynamics of increasing natural resources limitation is observed, that
essentially influences the level of social and production relations that are indissolubly connected with
their central object - the process of natural resources use. These problems require the further re-
searches that influence the aim of research and prove its timeliness and actuality.

Uninvestigated parts of general matters defining. The study of the ecological component in the
reproduction process and the activities regarding keeping natural resource potential as the basis of
socio-ecological and economic development requires extend approach taking into account the basic
economic theories of reproduction.

The research objective. To find out epistemological and ontological grounds of reflecting the eco-
logical component in the development of social and production relations in the economic theories of
reproduction and to determine the economic laws in the process regarding reproduction of natural re-
sources potential of the country, their significance for the further improving the process of economy
ecologization of the country at the present stage of the social, ecological and economic development
of Ukraine.

The statement of basic materials. The present situation of using natural resources in our country
is so much complicated by different factors that it is very difficult to characterize it as rational or irra-
tional. The reproduction of natural resources use potential in the country as a part of the general pro-
cess of using natural resources is major at the present stage of development of social, ecological and
economic relations that exist in the system of «nature — material production — society». From the view
of the existing contracts (direct and backward, combined, sinergistical etc.) this system is extremely
specific and in future it will be limit different kinds of human activities. Material production together with
other kinds of human activity for the sake of meeting own needs essentially influences the nature and
the level of ecological safety that, in its turn, influences the level of society health and of every person
that is the level of the labour resources potential in the country. Solving the problem of decreasing
negative sides of the above mentioned system is to analyse the peculiarities of production, consump-
tion and organizing the system of rational using natural resources in Ukraine [1].

Nowadays it is important to solve the following problems:

1. To show the dialectics of interaction of society and nature — it means to show it is internal con-
tradictions solving which, the vision of the development of the system of a “human — production — na-
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ture” is formed as an integral system for which hierarchic contacts with different sides of social being
are characteristic: scientific (cognitive) and techno-logical; social, economic and political (including
international and legal); social and cultural, ethic, humane and aesthetic. They all reflect the complex
content of ecological problems of modern life.

2. Internal contradictions of society and nature interaction are revealed through production devel-
opment which from one hand makes a person less dependent on natural forces and on the other hand
it provides a closer contact with nature using new substances (materials and raw materials) and kinds
of energy, intensive involving it into people’s life. The process implemented at different levels of the
complicated social, ecological, economic system requires economy ecologization and ecology econo-
mization.

3. The impossibility to keep the natural balance of the process in biological sphere deeper by its
conserving is realized that is why purposeful conversion of nature on the basic of ecologically oriented,
scientific and technical progress is the way which will lead to optimum interaction of a human being
and nature.

4. Practice proves that ecological regulation ensures solving a number of social, economic, interna-
tional, legal, political and cultural problems that is why it includes the interests of different social
groups, fields of production, social institutes in some countries, regions, social and economic systems.
Global ecological problems have to be solved in the conditions of uneven development of countries
and peoples, moreover not only according to the incomes per capita but through the complex of social,
economic, production, technical and cultural factors [1].

5. Management of natural conditions of the society life can’t be only the problem of resources use
management. First of all, this is making healthy life environment for people, social and natural parame-
ters of which would provide its maximum development.

The essence of the problem is to find out how much the laws of production means are reflected in
the process of nature resources use. This can be seen on the example of the most important laws and
conformities with a law in the social and economic development.

The necessary conduction of the rational use of natural resources is achieving optimal rates and
proportions between the output and consumption of natural resources, their use, protection and repro-
duction; improving the system of planning the process of natural resources use in accordance of indi-
cators system with the plan of natural resources use, as required by the main economic law of the
production means; providing the goals of the pan with the conditions for their implementation (finan-
cial, material, labour etc.), rejecting “the final principle” of carrying out measures of nature protection
and “completing intermediate work” chase for gross indicators.

Disproportions existing today appeared in the twenties of the XX-th century and transformed into
the long process of excessive and wasteful resources consumption, the main goal of modern economy
is to reduce it.

At the present stage of the economic science development more and more scientists emphasize
the need to take into account expenses in production prime cost for measures of rational use natural
resources at enterprises — the main link of interaction in the system of «social production — natural en-
vironment».

At the same time the results of the analysis of technical and economic indications of the national
production activity prove the increase of using financial, material raw resources, power, information
and other kinds or resources for bringing raw natural substances to those quality indicators that it must
correspond to in order to draw it into the transforming process of getting certain production (increasing
externals are observed). So, the law of constant increase of labour efficiency is not realized as every
consumer and user “takes” only “own” resource or “own” part of the resource, uses only the limited
number of peculiarities and qualities of natural resources and of objects causing damages to other
users, consumers and great losses of environment according to the branch approach to natural re-
sources use. The possibility to increase labour productivity at the expense of complex using natural
resources and objects is not realized, there is no or insufficient development of the principles of eco-
logical stimulation, ecological regulation, structure imperfection, property forms, the right to process
and manage the natural resources and objects.
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The objective need to reproduce production conditions in this or that form is taken into account in
all existing economic theories, concepts of the society development where approaches and estimation
of reproduction factors are different.

Describing and estimating the reproduction process, the representations of the classical economic
theory and their followers attacked great importance to the factors which defined the content and trend
of the theoretical researches. At the sometime they adhered to “the reproduction skeleton” which was
given in the theory of labour value by K. Marx [13] :

Prime cost — Profit + Price Q)

Each of the following theories was named depending on the importance of the decisive factor (insti-
tutionalization, monetarism). It goes without saying that all these theories are to exist, to be taken into
account but this should be done in time — at the time of changes in production relations.

Researches proved that all scientific and theoretical schools that studied the process of reproduc-
tion in the society included the study of ecological component in the reproductive process and the ac-
tivity of retaining the natural resources potential as the basis for social, ecological and economic de-
velopment.

At present when people are lack of natural resources, when the materials should be produced tak-
ing into account the innovative approach, the problem of the ecological component development is to
be solved urgently, especially in the reproduction that is the basic for the society life. In XVIII-XIX cen-
turies in the work «The experience of the population law» (1798) T. Maltus [10] confirmed that natural
resources limited the increase of population and economic development of the society in the whole.
This conclusion proves the natural capacity of people for biological expansion, the character of using
natural resources be them, the causes of contradictions between a human being and nature T. Maltus
defined the only reason that prevents the increase of population, that is the limit of resources, areas
and relatively slow increase of agriculture and industry productivity, that's why any rise of people’s life
level will be brought to nil by «people masses» which will constantly increase that is there is a lack of
means for life (foodstuffs). The scientist considered the land resources that have two main peculiari-
ties: limit and decrease of fruitfulness, the major natural resource. While analyzing the dependence of
population increase dynamics and land resources potential T. Maltus come to the conclusion that the
economic development of the society and the rise of its well-being level were strictly limited. However,
the scientist did take into account one of the levers of the living level at the expense of the technical
progress —motivation. Such purposeful activity on the basic of investments at the dynamics of interac-
tions is not systematics either in space or in time for ant regions or countries. This idea is proved in the
works by D. Medose [6] and D. Ricardo [19]. In this work «The start of political economy and taxing»
[19] D. Ricardo extends T. Maltus’s model and defines the constant position when there is a border of
economic increase that is at the definite period of production increase there is no further rise, the pop-
ulation is not provided with foodstuffs.

The part of social and ecological factors in stressed in D. St. Mil’'s economic theory [13], he is a
representative of the classical economic school. While researching the problem of economic school,
while researching the problem of economic rise in the conditions of resources limit in the work «Fun-
damentals of the political economy», D. St. Mill, pointed out that there were borders of economic sys-
tem rise buy they were distant in time. This conclusion was caused by the fact that D. St. Mill took into
account the influence of the population increase limit that put off achieving the constant point (the
point of constant development from the view of the present economic theory — the author) for a long
period of time. The scientist also objected the classic view of the constant industry production increase
and insisted on including social and ecological factors into the conception of «well — being» and «living
level». Besides, D. St. Mill for the first time introduced the conception «social values» (values, the pos-
itive influence of which for each individual is not observed. In connection with this the market mecha-
nism is not able to make consumers have and choose such values, that are whey the state interfer-
ence is (likely to be needed.)

After some time the theory of the rent (Pic.1), was development in the economists researches of
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the classical school, according to this theory each of the economists advanced his own conception of
the rent and gave it a specific name.

D. St. Mill [13] G. Dgorge [5]
unearned rent — taxed as a confiscated rent — formed at the expense
future increase of unearned of confiscation of all rent incomes, that
production sun pluses can influence overcoming poverty and
economic crisis

RENT

the rent of rarity - formed by the rent of differentiation — formed, taking
the land resources limit D. Ricardo [19] into account land resources quality

K. Marx [11]
introduces the conception of “absolute rent” caused by the private property
monopoly (supports the rent of differentiation proposed by D. Ricardo)

Pic. 1. The «rent» definition according to the theories of classical school scholars in the filled of eco-
nomics

We can’t pay attention to the theory of the representative of the neoclassical economic school V.
Pareto [16] who advanced the conception of the social optimum that is widely used for solving
ecological and economic problems. This optimum is defined as a situation in which it's impossible to
improve a person’s well-being without a harm to the other person. The restriction of V. Pareto’s
approach is that the endless number of optimums that can’t be compared corresponds to it. Any
criteria to choose one of them is not also proposed.

The neoclassical school developed important idea of «market failures» that is situations under
which the market is not able to provide the most optimal resources distribution. The reason of «market
failures» is the market structure imperfection that leads to discrepancy of market prices as value
factors to certain value.

The problem of «external effects» and other influences on forming a certain level of social values
was discussed by A. Marshall [12] (he was the first who defined this problem as a non-market inter
dependence appearing in the fields where external effects increase/decrease), A. Pigu [17] in the work
«The economic theories of well-being» (1919) defined external effects as effects set to people who
were not direct participants of the market contracts and were not reflected in the products prices.

A. Pigu thinks that equality of limit social and private expenses is the condition of achieving
maximum social well-being. Limit social expenses reflect the alternative product estimation, the
production of which was rejected taking into account the production of these goods and is measured
as the sum of limit private expenses for goods production plus positive and negative effects of the
production that are not compensated. As there are external effects optimum can’t be achieved, A. Pigu
proposes the mechanism of «internalizing» externals: for economic subjects which parts of limit
expenses are lower that social, the tax equal to the number of produced negative externals is
introduced, and those whose own limit expenses are higher than social are given the subsidy equal to
the positive external. A. Pigu’'s theory of external effects is the basis for developing ecological and
economic instruments in most countries.

A. Pigu’s important ideas are also introducing delimitation between economic and general well-
being are estimating well-being by the needs of future generations. Conceptive regulations of the
theory of external effects suggested by A. Pigu have been reflected in the theories of other economists
and are actual today, they are developed in the mechanism of management of natural resources in
Ukraine.

The theories of G. Bukenen [6], K. Erow [26], F. P. Rumsay [28], P. Samualson [22], A. Sandmo
[29] and others are also very important. For example, P. Samualson [22] proposed the classification of
economic values according to two criteria: the possibility to exclude (access to values for a person
excludes/does not exclude access for others) and rivalry in consuming (the state of consumers
becomes worse/does not become worse in the result of on extra consumer). Ecological values (the
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quality of natural resources, objects, areas, environment conditions etc) are the component of all
values, they can be devised into some groups according to the mentioned criteria: social values,
resources of common use, club goods and private goods. Most ecological values are either social
(atmosphere wind) or a common use resource (rivers and lakes, sea-sides etc). The present market
mechanism doesn’t allow to find optimal number of social values that's way there is an effect of «a
passenger without a ticket» (a person who pays the possibility to use values is less compared with the
real use). In A. Sandmo’s work [29] «Optimal taxation when there are externals» (1975) attention is
paid to the dis ability of the market economy to estimate the situation of «the passenger without a
ticket», to find out the true estimation of the social ecological value. Having used F. P. Ramsay’s [28]
model (the representative of the taxation system theory) which characterizes the conditions of
providing maximum social well-being, A. Sandmo proposed «the second-best» theory according to
which: 1) ecological taxation is necessary market lever of the mechanism of natural resources use in
the whole; 2) optimal ecological taxation of the goods that cause environment pollution is equal to
Piguvian tax corrected at the limit expenses of social means collection. At present researches in the
field of improving the ecological and economic mechanism of natural resources use management are
being done including the system of ecological taxation the basis of which is the basic conception of the
theory of optimal taxation suggested by A. Sandmo [29].

However, K. Erow [26], having studied the method of creating the function of social well-being,
showed in the theory «about the impossibility» that theirs no way of drawing conclusions about social
advantages from individual that meet five reasonable axioms, and this, in its turn, limits the possibility
of practical use of this conception.

The theory of social choice developed by G. Bukenen [4] can be used to research different
ecological and economic problems, specifically, coordination of individual and social optimums for
revealing the optimal level of ecological values and solving other problems with the help of different
voting systems; existing «state failures» — non-efficiency of the state in providing definite services, the
causer of which can be the difference between the goals of the society and bureaucracy, the influence
of lobby groups etc. The alternative approach to the researches of ecological and economic problems
was suggested within the neo-institutional economic theory. So, implementation of the theory of
property rights for classification and exact defining that rights to ecological values and natural
resources would increase the efficiency of the market mechanism in the field of natural resources use
R. Cose’s [7] theorem developed within this theory is an alternative to A. Pigu’s [17] approach and
proves that optimum can be achieved by market negotiations between the producer and to consumer
of externals independent of the distribution of rights to natural resources. The mechanism suggested
by R. Cose will be practically used, for example, during the negotiations between the consumer of the
certain industrial object and the population of the corresponding area. The objective need of
purposeful acts to compensate the funds wear, the develop aquiculture (it means ecological
investments) is discussed in the works by D. Medows [6], M. Mesarovych [27], E. Pestel [27], Ya.
Tynbergen [30; 31] and others.

It should be mentioned that people more and more feel the lack and limit of resources for their eco-
nomic activity. For the first time in the modern science G. Forrester [25] discussed the problem of nat-
ural resources limit and its influence on the world economic development completely. He proposed
two functional models (World-1 and World-2), which have five changeable quantities: population, natu-
ral resources, funds, the part of funds in agri-culture and pollution. The further development of these
models took place in the model suggested by the group of specialists led by D. Medows — World-3 (its
essence is shown in the work by D. Medows «The limits of increase. The report for Rome club»)[6].
Models of «world» type prove the limit of the natural potential, first of all, in material, resources and
ecological aspects. In this work D. Medows and his co-authors drew very important conclusions as to
the choice of the development model, these conclusions foresee the decrease of resources volume
that are used in the production, reduction of loading on the environment as much as possible to the
ecological balance keep in the biological sphere (the total combination of ecological systems of differ-
ent hierarchy level) where there are all necessary means for life of people, as exponential pollution of
the environment causes damaging and destroying some ecological systems that will lead to the de-
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struction of the whole planet ecological system as an integral «living» organism. The ecological
component simultaneously with other components that have global, economic, humane, resources
(foodstuffs for poor countries of the world) are observed in other models of the world development
which have been recently proposed in the works by V. Leontieva [8] and co-authors in the report
«Future of the world economy» by Ya. Tinberg [30; 31], in the works by the members of Rome club
etc.

Conclusions. So different economic theories of the representatives of certain economic schools
prove the fact that society exists in the social, ecological and economic system created by people. Ex-
isting theories and those that are suggested and make it possible to choose some models of the world
economic development in the conditions of increasing natural resources limit (conditions objects, are-
as, etc.) are: firstly, fundamental for the development of the complex science of natural resources
economy, modern economic science, macroeconomy and other sciences that are at the joint of differ-
ent scientific and practical knowledge; second, the promote forming people is biological sphere con-
sciousness and awareness of life value not only for a human being but for other beings and for every-
thing created by nature; third, all economic theories have not become actual as re-awaring their con-
tent enables the scientists of different fields of knowledge to practice the models of the world devel-
opment of the society at present, that will save all people and the planet biological sphere from the

ecological crisis after some time.
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Urgency of the research. The importance of the prob-
lem of FDI flows redirection is based upon imbalances in the
required and actual volumes of direct investment by coun-
tries and regions of the world.

Target setting. The study of the patterns of the distribu-
tion of world foreign direct investment flows is appropriate in
the context of justifying their reorientation in order to in-
crease the efficiency of the use of foreign capital.
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devoted to issues related to the attraction of foreign invest-
ments and their distribution in the world, in particular:
I. Brodsky, J. Daning, M. Kukla, A. Melnyk, O. Rogach,
B. Yavorichika, experts UNCTAD, the World Bank and the
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Uninvestigated parts of general matters defining.
Scientists have not investigated enough the possibilities of
reorientation of FDI in the context of increasing the efficiency
of using foreign capital.

The research objective. The article is aimed at deter-
mining the directions and instruments of reorientation of
foreign direct investment flows in the context of increasing
the efficiency of their use.

The statement of basic materials. The current article
substantiates the need for reorientation of FDI flows due to
the inefficient use of foreign capital in recipient countries.
Based on the UNCTAD methodology for calculating FDI
indicators, there was built a geostrategic matrix for FDI reor-
ientation. Proceeding from the international experience of
attracting FDI, there were proposed relevent measures of
the investment policy of the countries aimed at stimulating or
limiting the FDI inflow.

Conclusions. According to the conducted research, de-
veloped countries, especially the countries of Europe, North
America, should limit the inflow of foreign direct investment,
while in Latin America, Asia, the Middle East and Africa
there is a lack of foreign capital for stimulation and main-
tainance of economic growth. The proposed measures
aimed at liberalizing the investment regimes of these coun-
tries will help redistribute global flows, increase the efficiency
of using foreign investment in countries and reduce financial
imbalances in the world.
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AkmyanbHicmb memu docnidxeHHsl. Baxinugicms
numaHHs  repeopieHmauii  Momokie npsAMux HO3eMHUX
iHeecmuuiti  3ymosrnieHa OucbanaHcamu HeobxiOHUX ma
hakmuyHUx obcsieie 3anyyeHHs npsMuUx iHeecmuuil 3a
KpaiHamu ma pezioHamu ceimy

lMocmaHoeka npo6nemu. BusyeHHs 3akoHOMipHocmeUl
po3r10diny ceimosux MOMokie rnpsiMux iHo3eMHUX iHeecmuuit
€ OouinbHUM Yy  KOHmMeKkcmi  ObrpyHmyeaHHs  ix
nepeopieHmauii ons nidBuUWEHHs eghekmusHocmi
8UKOpUCMaHHS iIHO3eMHO20 Karnimarty.

AHani3 ocmaHHix docnidxeHb i ny6nikayil. Haykosi
npayi 6az2ambOX 6IMYU3HAHUX ma 3aKOPOOHHUX BYEHUX
rpucesiyeHi nNUMaHHAM, WO roe’si3aHi i3 3arny4yeHHsIM [HO-
3eMHUX iHeecmuuili ma ix po3nodinom y ceimi, 30Kkpema:
I. Bpodckkoeo, [x. HaHiHea, M. Kyknu, A. MensHuk, O. Po-
eay, b. Ssopuika, ekcriepmie FOHKTAL, Csimosozo b6aHKy
ma OECP.

BudineHHs1 HedocnideHUx YacmuH 3a2asibHOI npo-
6nemu. Haykosusmu HedocmamHbO OOCIIOXEHI MOXIu-
eocmi nepeopieHmauii Il y koHmekcmi nidguweHHs1 eghek-
mueHOCMIi BUKOPUCMAaHHS IHO3eMHO20 Karimarty.

MocmaHoeka 3aedaHHs. Cmamms cripsmMosaHa Ha
B8U3HaYeHHs1 HarpsiMie ma iHcCmpymeHmig repeopieHmauii
romokie npsiMux [HO3EeMHUX iHeecmuuiti 8 KOHmMeKcmi
nidsuujeHHs1 eghekmusHocmi Ix 8UKOpUCMaHHSI.

Buknad ocHoeHo20 Mamepiany. Y npedcmasrneHil
cmammi obrpyHmosyembscsi HeobxiOHicmb nepeopieHmau,ii
r1omokie npsIMux [HO3eMHUX iHeecmuuili y 38’A3Ky 3 Hee-
PeKmuUBHUM 8UKOPUCMAaHHAM iHO3eMHO20 Karimasny 8
KpaiHax-peyuriiecnmax. Ha ocHosi memoduku FOHKTA/L po-
3paxyHKy nokasHukie 3anyqeHHs [1ll nobydosaHo eeocmpa-
meeiyHy Mampuyto nepeopieHmauii  [1ll. Buxodsa4u 3
MikHapodHoz2o Qoceidy 3anyqeHHs [lll, 3anpornoHosaHi
8i0roeiOHi 3axodu iHeecmuujiliHOI nonimuku KpaiH, cripsiMo-
8aHi Ha cmumyrneaHHs1 abo obmexxeHHs npurinusy [l1.

BucHoeku. 3a daHumu OO0CniOXeHHs] 8U3HayeHo, WO
pO38UHEHI KpaiHu, nepedycim KpaiHu €sponu, [ligHiyHOI
Amepuku, Marome 0bmexysamu npunaue rnpsamux iHo3eMHUX
iHeecmuyiti y mol yac siK y KpaiHax JlamuHcbkoi AMepuku,
A3ii, brnusbkoeo Cxo0y ma Agpuku criocmepicaembcsi He-
cmavya iHo3eMHO20 Kanimary Onsi akmusidauii ma niompum-
KU memriie eKOHOMIYHO20 3poCmaHHs. 3anporoHo8aHi 3axo-
Ou, cripsimoseaHi Ha nibepaniszayito iHeecmuuitiHuX pexumie
Yux KpaiH, cripusmumyms nepepo3nodiny 2106anbHUX no-
mokig, nid8uleHHIO eheKmu8HOCMIi 8UKOPUCMAaHHS iHO3eM-
HUX [Heecmuuil y KpaiHax ma CKOPOYEHHI0 ¢hiHaHCoBUX
ducbanaHcis y ceimi.

Knrovosi iHO3eMHI
iHeecmuujitiHa

eghekmueHicme.
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Urgency of the research. The importance of the problem of FDI flows redirection is based upon
imbalances in the required and actual volumes of direct investment by countries and regions of the
world. Since FDI attraction is also a key part of economic security, search of strategic partners is very
meaningful for every country of modern world, in particular for Ukraine. The current exploration is car-
ried out within the framework of scientific research titled "Strategic partnership in terms of Ukraine's
economic security" (No. 641/20) according to thematic plan of Ministry of Education and Science of
Ukraine for 2018.

Target setting. The study of the patterns of the distribution of world foreign direct investment flows
is appropriate in the context of justifying their reorientation in order to increase the efficiency of the use
of foreign capital.

Actual scientific researches and issues analysis. Scientific works of many domestic and foreign
scientists are devoted to issues related to the attraction of foreign investments and their distribution in
the world, in particular: I. Brodsky, J. Daning, M. Kukla, A. Melnyk, O. Rogach, B. Yavorichika, experts
UNCTAD, the World Bank and the OECD.

Uninvestigated parts of general matters defining. Scientists have not investigated enough the
possibilities of reorientation of FDI in the context of increasing the efficiency of using foreign capital.

The research objective. The article is aimed at determining the directions and instruments of reor-
ientation of foreign direct investment flows in the context of increasing the efficiency of their use.

The statement of basic materials. At the current stage of development of the economies of the
world, the key task is to increase their international competitiveness. Under conditions of globalization,
modernization of the national economy is needed for this, and support for a qualitatively new technical
and technological basis of high growth rates requires the maximum involvement of not only domestic
but also external sources of financing, including those related to the country's participation in interna-
tional processes of direct foreign investment.

In the meantime, despite the recent growth in FDI inflows into developing countries and the active
steps taken by the states to improve the investment climate of attracted direct investment, it is not al-
ways enough to promote the modernization of the economy and the reform of the country's specializa-
tion in international trade. At the same time, inflows of FDI can be connected both with investments in
creation of new technologies and expansion of volumes of production, and also with transition of con-
trol of national assets in favor of foreign owners.

Nowadays in the scientific literature there are a number of works dealing with the issue of assessing
the impact of FDI on the development of the economy of the recipient country and assessing the effec-
tiveness of attracting FDI to the domestic economy; In foreign literature, the assessment of the impact of
FDI on the development of the host economy is usually carried out using econometric modeling. For ex-
ample B. Yavorichik, on the basis of an econometric model using panel data, suggested an alternative to
assessing the indirect effects of FDI on the productivity of enterprises in the recipient country [2].

Domestic scientists also made a significant contribution to the development of the problem of as-
sessing the effectiveness of FDI attraction in the national economy. In many studies, this estimate is
based on the calculations of individual indicator systems that characterize the revenues and use of
direct investment, as well as their impact on the country's economic development.

M. P. Doll (2008) notes that enterprises with foreign investment are generally more effective than
national ones, and their contribution to macroeconomic indicators can be substantial even in the pres-
ence of a small number of such enterprises. According to the scientist, this is due to the use of newer
technologies of production by foreign enterprises, advanced management approaches, as well as in-
vestments in types of economic activities that provide a quick return [9, p. 112]. Taking into account
these preconditions, the scientist's methodological approach to assessing the effectiveness of FDI at-
traction for the country involves the calculation of three groups of indicators, which reflect: 1) the de-
gree of participation of foreign capital in the economy; 2) the absolute and comparative effectiveness
of FDI; 3) socio-economic effects from the presence of FDI.

I. B. Brodsky (2008) suggests the following indicators of the economic efficiency of attracting FDI:
total and partial growth of the country's productive capital and other basic means of socio-economic
use; increase in gross national income (GNI) as a result of FDI attraction, in particular the share of GNI
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growth as a result of attracting FDI in its overall growth in the country; indices of the profitability of for-
eign capital in relation to the profitability of domestic capital in the country, etc. [8]. These indicators
are supplemented by a number of other indicators that reflect the efficiency of enterprises with foreign
capital, namely: the share of products related to high-tech products with a high degree of their compet-
itiveness; the share and level of growth of direct and indirect tax revenues to the budgets of all levels
falling on foreign capital in the country as a whole and in certain spheres of entrepreneurship; number
of newly created and eliminated jobs, etc.

At the same time, the study of the role of foreign investment in the country's economic develop-
ment shows that traditionally investment potential is characterized by a set of the following indicators,
based on the analysis of which substantiates its assessment. These are as follows:

¢ the ratio of attracted foreign investments to GDP and its dynamics over the years;

e the ratio of attracted foreign investments to the production of goods in a particular industry (type
of economic activity) to the total volume of production of this industry (type of economic activity);

¢ the ratio of the share of foreign investments attracted by a certain branch (type of economic ac-
tivity) to the share of world foreign investment attracted in this field (type of economic activity), which
allows determining the level of specialization of the country;

o volume of attracted foreign investments per capita of the country.

One of the most common methods for assessing the effectiveness of FDI is the methodology of the
United Nations Conference on Trade and Development (UNCTAD). Comparing the actual volumes of
FDI of any country with its potential, the effectiveness of FDI inflow using indexes and country rating is
estimated by the degree of actual realization of available potential in attracting FDI [5, p. 35-40]. The
most significant drawback of this approach is the lack of an assessment of the quality of the attracted
FDI and its impact on the development of economies of countries.

It should be noted that the investment potential means the maximum possible ability to engage in
production and effectively use investment resources for real and financial investments that materialize
in the newly created factors of social production and public infrastructure [10, p. 253].

According to the Inward FDI Attraction Index, countries are ranked by the ratio of the inflow of FDI
to the size of the economy. It reflects the average country rating by volume of inflow and accumulated
FDI as a percentage of GDP. The actual index can be calculated on the basis of net inflow of FDI for a
certain year (Tab. 1). In order to determine the policy of attracting FDI, the possibility of evaluating the
index over a longer period of time is more relevant as: 1) FDI flows can vary substantially from year to
year; 2) decisions on the implementation of FDI may take more than one year and provide for a long-
term commitment; 3) state initiatives and tools to improve the policy of attracting FDI in general take a
long time to create positive effects for the economy.

Table 1
Inward FDI Attraction Index for some countries of the world for 1990-2016
Country

No. (Group of Countries) 1990 2000 2010 2016

Place in Place in Place in Place in
Index the Index the Index the Index the

Rating Rating Rating Rating

1 World 9,6 - 21,4 - 30,4 - 35,0 -

2 Developed Countries 9,2 - 21,6 - 31,8 - 37,9 -

3 Developing countries 11,1 - 21,2 - 27,4 - 30,4 -

4 Transition Countries 0,9* - 13,3 - 31,5 - 40,1 -

5 USA 9 66 27,1 71 22,9 134 34,4 124

6 China 5,2 97 15,9 108 9,7 173 12,1 177

7 Hong Kong 262,1 1 253,6 4 466,90 6 496,1 5

8 Germany 14,2 45 24,1 79 27,9 120 22,2 147

9 Ukraine 1,3* 144 12,0 124 38,9 94 51,9 80

10 Belarus 0,1* 163 9,8 140 17,3 146 38,8 111

11 Poland 0,2 149 19,5 94 39,2 92 39,8 108

* Data as of 1992

Source: created by the author on the basis of [6-7]
| —
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The table shows that Ukraine, Poland, Belarus and, as a whole, transition economies have signifi-
cantly improved their positions. At the same time, more developed countries have somewhat deterio-
rated their position in the rating. First of all, this is due to the peculiarities of the calculations, since the
GDP of Ukraine and neighboring countries is rather low in dollar terms, so the small absolute change
in foreign investment, which comes mainly in freely convertible foreign currencies, has led to a signifi-
cant increase in the number of FDI attracted to GDP. Conversely, taking into account the large vol-
umes of developed countries' GDP (US, Germany, etc.), their volumes of FDI are causing a decrease
in the FDI index. Therefore, this method does not provide unambiguous information on the effective-
ness of the actual attraction of FDI in the world, because it does not take into account the relative
magnitude of the economy of the country under study.

For international comparisons and estimates of the inflow of FDI, UNCTAD specialists are addi-
tionally proposing to match the potential and actual FDI Intension Factors Index [5].

The potential index covers four key economic components of the country's economy's attractive-
ness for foreign investors, which are based on the decision-making motives of foreign investors in the
Dunning theory (OLI paradigm) [1, p. 184]:

1) the attractiveness of the market;

2) availability of cheap and skilled workforce;

3) availability of natural resources;

4) availability of infrastructure. Each of these components includes separate indicators (Tab. 2).

Table 2
Separate Indicators for Calculating the Potential Index of FDI Attraction
Components of the Economy's
Attractiveness

Indicators

* Market size (GDP at purchasing power parity)

Attractiveness of the Market * The level of consumption (GDP per capita at purchasing power parity)
* Potential market growth (real GDP growth)

Availability of Cheap and| *Cost per unitoflabor (hourly wages and labor productivity)

Skilled workforce * The size of the reproduction of labor resources (existing skills base)
0. Exploitation of natural resources (volume of export of fuel resources
Availability of Natural and metal ores)
Resources 1. Agricultural potential (availability and area of arable land)

* Transport Infrastructure
- road density (km of road per 100 sq. km of area)
- share of roads with hard cover in total length
- length of railway lines of the general route, km
- the index of connectivity of linear shipping
Availability of Infrastructure * Energy infrastructure
- electricity consumption
*» Telecommunications infrastructure
- the length of telephone lines per 100 inhabitants
- the number of mobile cellular subscribers per 100 inhabitants
- fixed broadband Internet access per 100 inhabitants.

Source: created by the author on the basis of [5, p. 30]

The method of calculating this index is to determine the unweighted average arithmetic indicators,
because there are no objective preconditions, and statistical evidence of the need to calculate individ-
ual scales. The value of each indicator is pre-normalized to estimate it from 0 (for countries with the
lowest value) to 1 (the highest-value countries). The overall potential FDI index is determined by com-
bining the assessment of the four determinants using the same weight for each (Tab. 3).

Listed in Tab. 3 country ratings for components of the potential index of PPI attraction can assess
the motives of investment for foreign investors, and may also be the basis for determining the types of
economic activity or sectors of the economies of countries in which it is the most expedient to attract
FDI. Based on these ratings, China has the greatest potential for FDI attraction, and this is primarily
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achieved by the presence of significant natural resources, which is the most expedient to attract FDI
into its mining and processing industries. At the same time, Ukraine in the overall rating has a rather
high result, ranking 22nd. The main motive for attracting PPIs through the UNCTAD methodology is
potentially cheap and skilled labor, as well as significant (relative to the needs of the economy) natural
resources.

Table 3
Country Rating by Potential Index of FDI Attraction for 2015
Economic Indicator Groups
Country Attractiveness Availability of Cheap Availability of Availability of Overall
of the Market and Skilled Workforce Natural Resources Infrastructure rating
Bahamas 105 . 46 150 95
Bahrain 87 . 32 92 61
Belarus 34 7 52 56 27
Bulgaria 91 36 40 46 49
China 6 3 43 6 1
Germany 11 47 2 10 8
Hong Kong 7 74 1 103 40
Poland 15 32 26 20 18
Qatar 1 71 45 85 48
Russian
Federation 14 24 st 2 6
Ukraine 50 19 37 23 22
USA 20 25 11 1 2

Source: on the basis of [5]

In order to reconcile the investment potential and the actual indicators of FDI attraction, a geo-
strategic matrix of attracting foreign investment is formed (Tab. 4).

By comparing the potential and actual rates of FDI attraction, we are able to assess how far the
countries of the world are using their potential for attracting FDI, which in turn allows them to deter-
mine the direction of their investment policy: promoting or limiting the inflow of foreign investment.

The group of countries, whose actual index of attracting FDI exceeds the potential one, includes
primarily countries rich in natural resources, given that the potential index involves the estimation of
stockpiles of resources. In addition, small groups of insular countries are included in this group, where
single significant amounts of FDI have a significant impact on their attraction performance, or those
countries that have created specific advantages in the investment or tax regime in their territory or
through access to larger markets (for example, through the Sea Port of Djibouti). This group also in-
cludes a number of countries, such as Albania, which are in the overwhelming phase of attracting FDI,
only recently having changed the course to improve the investment climate.

Countries that traditionally did not depend on foreign investment for capital formation, such as Ja-
pan and the Republic of Korea, attract FDI below the potential (Quartiles 1.4.2.4.3.4.1.3, 2.3, 1.2),
since they have sufficient domestic financial resources to economic growth or traditionally low FDI,
such as ltaly.

Developing countries that rank FDI in the ranking of the first and second quarters and have high in-
vestment potential attract insufficient FDI at the time of the analysis, including Philippines and South
Africa, and to a lesser extent, countries such as India, Indonesia, and Mexico (although these coun-
tries may be successful in the near future in the field of operations related to non-investment forms of
equity participation).

At the time of the analysis, countries that belong to the first and second quartile in the rating of po-
tential index of FDI and are characterized by high investment potential attracted insufficient levels of
FDI, in particular, Philippines and South Africa, and to a lesser extent, countries such as India, Indo-
nesia and Mexico (although these countries, in our opinion, can be successful in the near future in the
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field of operations related with non-investment forms of capital participation).

Table 4
Geostrategic Matrix of FDI Attraction
1st Chad, Liberia, | Albania, Bahamas, | Bulgaria, Ghana, | Australia, Belarus,
quartile | Madagascar, Congo (Democratic | Ireland, Israel, | Belgium, Brazil, Chile,
Niger Republic), Equatorial | Nigeria, Norway, | China, Columbia, Hong
>11 % Guinea, Jordan, | Panama, Kong (China),
Lebanon, Turkmenistan, Kazakhstan, Malaysia,
_zc;: Luxembourg, Uruguay Peru, Poland, Russian
I Mongolia, Federation, Saudi
Mozambique, Zambia Arabia, Singapore,
Switzerland,  Ukraine,
United Kingdom,
Vietnam
2nd Armenia, Costa Rica, Georgia, | Brunei Darussalam, | Austria, Canada, Czech
quartile | Cambodia, Honduras, Croatia, Dominican | Republic, France,
Guinea, Kyrgyzstan, Libya, | Republic, Egypt, | Germany, Hungary,
7-11% | Nicaragua, Saint | Maldives, Malta, | Estonia, Iraq, | India, Indonesia,
Vincent and the | Namibia, Seychelles, | Portugal, Qatar, | Mexico,  Netherlands,
Grenadines, Sudan, United | Serbia, Tunisia, | Romania, Spain,
Solomon Islands Republic of Tanzania | Uzbekistan Thailand, Turkey, United
Arab Emirates, USA
3rd Antigua and Bar- | Barbados, Botswana, | Algeria, Azerbaijan, | Argentina, Finland, Iran
quartile | buda, Belize, | Cameroon, Lao | Bolivia (Islamic Republic), Italy,
Cape Verde, Cen- | People's Democratic | (Multinational Japan, Korea
1-7% tral African Re- | Republic, The former | State), Denmark, | (Republic), South
public, Djibouti, | Yugoslav Republic of | Gabon, Guatemala, | Africa, Sweden
Dominica, Fiji, | Macedonia, Mauritius, | Iceland, Jamaica,
Grenada, Guyana, | Republic of Moldova, | Latvia, Morocco,
Mali, Sao Tome | Myanmar, Uganda, | Oman, Pakistan,
3 and Principe, Va- | Zimbabwe Syrian Arab
g nuatu Republic, Trinidad
E and Tobago
=< | 4th Afghanistan, Angola, Bangladesh, | Bahrain, Ecuador, | Venezuela (Bolivian
*('3, quartile | Benin, Bhutan, | Bosnia and | Greece, Kuwait, | republic)
< Burkina Faso, | Herzegovina, El | Lithuania, New
<1% Burundi, Salvador, Ethiopia, | Zealand,
Comoros, Céte | Kenya, Papua New | Philippines,
d'lvoire,  FEritrea, | Guinea, Paraguay, | Slovakia, Slovenia,
Gambia, Guinea, | Senegal, Tajikistan, | Sri Lanka
Bissau, Haiti, | Yemen
Kiribati, Lesotho,
Malawi,
Mauritania, Nepal,
Rwanda, Samoa,
Sierra Leone,
Suriname ,
Swaziland, Togo,
Tonga
4th quartile 3rd quartile 2nd 1st quartile
(133-178) (89-132 (45-88) (1-45)
Potential index of FDI attraction
Low High

Source: on the basis of [5]
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Ukraine has entered a group of countries with high investment potential, as our economy is suffi-
ciently backed by natural resources, has a well-developed infrastructure built in the times of the
USSR, and is attractive to investors in terms of cheap and skilled labor. However, the real economic
situation in Ukraine indicates the lack of attracted FDI for economic growth. The main reasons are the
concentration of natural resources in the hands of private individuals who are not interested in their
effective use, the obsolete infrastructure (for example, the depreciation of railway tracks reaches
70%), inefficient use of agricultural land, their depletion of crops of industrial crops, attraction of for-
eign capital in unproductive types of economic activities (mainly in financial services and real estate
transactions), as well as active devaluation of the national currency, which contributes to the nominal
increase of the volume in foreign investment.

Based on the investment policy of the countries under study and their regional groups, it is appro-
priate to identify the tools to stimulate the attraction of foreign direct investment in the identified priority
sectors, as well as their redistribution in order to maximize the economic development of the country
and overcome financial imbalances.

As far as Latin America is concerned, further efforts are needed to disclose the full potential bene-
fits from incoming FDI inflows. Although the inflow to the region is increasing, Latin America is far be-
hind Southeastern Europe in terms of accumulated reserves of FDI. The statistical data indicate a de-
crease in real labor productivity, as well as the fact that corruption and state regulation restrict invest-
ment activity in the region.

Many countries in Latin America have introduced and maintain restrictions on the share of foreign
ownership of equity capital, especially those with a smaller population. Since the host countries need
to attract a foreign investor, despite the small size of the consumer market, in our opinion, it is advisa-
ble to cancel or liberalize such restrictions. Larger economies such as Mexico and Brazil tend to im-
pose more restrictions, especially on services and strategic sectors. In order to increase its attractive-
ness for foreign investors, Latin American politicians could consider reducing the share of property
constraints in sectors such as telecommunications, electricity, petrochemicals and transport, and re-
forming corporate governance of state-owned enterprises in order to better separate the role of the
state as a regulator and market participant.

Since the simplicity of an investment can be a decisive factor for a foreign investor, when choosing
between the target countries, the governing bodies of the states should consider merging procedures
for the establishment and abolition of additional bureaucratic procedures. Single windows or modern
alternatives to traditional registration (eg via the Internet) can be created and, if necessary, higher fees
for fast document processing. The requirement for the approval of foreign investment should be limited
by strategic sectors or by volume of investments above a certain threshold. The requirement of mini-
mum capital contribution can be canceled. At the same time, the procedure for registration of business
within the FEZ (free economic zones) can be simplified, as long as the transformation of the mode of
existence of the FEZ is not changed to a full-fledged national investment reform. In general, laws on
the establishment and conduct of business must be clearly defined and ensure fair and equal treat-
ment of foreign domestic companies [3, p. 54]. A successful and active transfer of knowledge from a
more developed country should facilitate the use of skilled immigrants, especially in innovative sectors
of the economy, such as research and development. To speed up and simplify the procedure, it is ad-
visable to run online systems for the issuance of temporary work permits; "Single windows" for pro-
cessing requests for work permits. In countries that impose quotas on experienced emigrants, it may
be necessary to revise them or eliminate them altogether, since such quotas could be a potential bar-
rier for multinational firms seeking to invest in the region. Taking into account the fact that foreign in-
vestors seek not only to invest, but also to repatriate profits, the liberalization of restrictions on the
conversion and transfer of foreign currency abroad [11, p. 342] is important. Such standards do not
have significant control, but may increase operating costs for foreign firms operating in the country's
economic activities.

Most of the reforms require the countries of Africa, because their investment potential is extremely
ineffective. The development of these countries largely depends on the activities of TNCs and their
aggressive consumer policies in relation to local resources, therefore, first of all, there is a need for
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state support from leading countries of the world, aimed at protecting the interests of countries that are
recipients of FDI. At the same time, state support may be instruments for hedging business risks in
politically unstable countries [11, p. 468]. To do this, it is advisable to apply the best practices in pub-
lic-private partnership, export-import agencies, chambers of commerce and industry and international
financial organizations in order to maximize both economic and social impact, not only for individual
countries but also in the world as a whole. .

African capital markets are still under development. For many years there was a significant under-
estimation of these markets, which was translated by many experts into the performance of the securi-
ties market in comparison with other emerging markets. One of the reasons why so far the financial
markets and services sector has received insignificant attention from international organizations work-
ing on the continent's development is the general perception of stock exchanges as institutions that
can not solve the main problems of the continent - the overcoming of diseases and poverty. Today,
when the ways of solving these problems are identified, experts believe that regulated stock markets
will promote expansion of economic activity on the continent and the creation of new jobs, which will
create conditions for increasing the well-being of the population.

In general, the overall goal of all these transformations is to improve the living conditions of people
living on the continent. If current trends continue in the next few decades, with the enormous growth
impact on the global economic processes of developing countries, Africa, wisely using support today,
will cease to be a raw material basin and will definitely increase its geopolitical weight in the function-
ing of the global economy and overcome the stereotype of the lag of this continent globe in the socio-
economic plan.

One of the main problems of African countries remains the political instability of the region, which
affects its economic situation. Most of the countries in the African continent were characterized by high
political risks, in particular, Somalia, Congo, Sudan and Zimbabwe took respectively 1st, 2nd, 3rd and
7th places and became the most risky in the world among 196 countries. In recent years, in a number
of North African countries, there have been revolutions, called "Arab Spring". The biggest worries were
Tunisia (the beginning of the "Arab Spring"), Egypt, Algeria and Libya, which resulted in political
changes in government. Investors are known to seek first and foremost protection from such
measures as nationalization, expropriation and other serious cases of deprivation of property and vio-
lations of investor rights (in particular, unlawful cancellation of contracts), which may lead to prolonged
termination or even termination of the investor's activity in the host country Therefore, at this stage,
governments should pursue sound political reforms, provide foreign investors with relevant information
on possible changes in the political arena, and provide state guarantees of protection against changes
in the country's political course. Such guarantees of investment protection are important conditions in
bilateral investment communities. At the same time, with the development of the liberalization process,
they are increasingly being used in a regional context and are now an important element of multilateral
investment treaties.

In most Arab countries, foreign exchange control over capital flows is used, free remittance of prof-
its and capital investments is guaranteed if the priority investment has been properly executed and
registered properly. These restrictions, in particular, take place in Morocco and Jordan, where initial
investments must be registered with the Foreign Exchange Office. In some cases, special reservations
are applied for transfers of funds abroad. Accordingly, it would be advisable for such countries to rec-
ommend the gradual liberalization of currency restrictions in order to ensure a truly free flow of capital
and assets and thus increase the confidence of foreign investors in local governments and national
currencies.

Transition countries, represented primarily by the CIS and some Eastern European countries, also
have a significant need for attracting and efficiently using FDI. The main constraining factors for at-
tracting FDI are, first of all, economic factors: the underdevelopment of the private property and stock
market institute, the extinction of capital and profits from domestic enterprises in favor of affiliated for-
eign companies, low savings, high interest rates on loans, etc., which led to a reduction in volumes
attraction of foreign investments and increase of volumes of international credit obligations. Thus, the
state should intensify reforms in the field of fighting corruption, protecting private property rights, tax
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regulation, and also liberalizing policies on the stock, currency and money markets.

Conclusions. According to the conducted research, developed countries, especially the countries
of Europe, North America, should limit the inflow of foreign direct investment, while in Latin America,
Asia, the Middle East and Africa there is a lack of foreign capital for stimulation and maintainance of
economic growth. The proposed measures aimed at liberalizing the investment regimes of these
countries will help redistribute global flows, increase the efficiency of using foreign investment in
countries and reduce financial imbalances in the world.
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plex of strategic measures aimed at the development of edu-
cation has been formed and implemented in Ukraine. Howev-
er, the reform process is slow, and the reforms effectiveness
does not meet the expectations of stakeholders. It brings up to
date the task of increasing the justification and effectiveness
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mentation of the higher education development depends to a
large extent on the choice of strategic alternatives, the coordi-
nation of strategic priorities and goals, which necessitates the
improvement of the methodological principles of strategic
management.

Actual scientific researches and issues analysis. On
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scientific literature, the essence and the place of strategic
priorities and strategic goals in the process of formation of
higher education development strategy are specified.

Uninvestigated parts of general matters defining.
Providing the justification of strategic priorities and strategic
goals, which ordering will enhance the validity and effective-
ness of the strategy of higher education system development
in Ukraine.

The research objective. Determination of the formation
and implementation basic principles of higher education de-
velopment strategy on the basis of coordination of strategic
priorities and strategic goals.

The statement of basic materials. The article analyzes
the normative documents and the main measures aimed at
reforming the higher education of Ukraine; a strategy for the
development of higher education is formulated on the basis of
strategic priorities and strategic goals coordination.

Conclusions. A tool to implement state policy on the de-
velopment and modernization of the higher education system
is a balanced strategy; strategic priority directions of its im-
plementation and their scientific-methodological and forecast-
analytical substantiation are defined.
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CTPATETI4HI NPIOPUTETU PO3BUTKY
BULLIOI OCBITU YKPAIHU

AkmyanbHicmb memu docnidxeHHsi. Ha cy4acHomy
emarni 8 YKpaiHi cchopMosaHO ma pearizyembcsi KOMIIIEKC
cmpameeaiqHux 3axodie, CripsAMoeaHux Ha pO38UMOK 0Ceimu.
lMpome, npouec peghopmysaHHsi 8i0bysaembCsi MOBINbHO, a
ehekmusHicmb peghopm He gidnoeidae oyikysaHHSIM 3aujikas-
nieHuUx cmopiH. Lle akmyani3ye 3ag0aHHs1 Nid8uUWEHHS 0brpy-
HmMosaHocmi U pe3ynbmamueHocmi cmpameeiil po3gumky
suuoi oceimu.

lMocmaHoeka npobnemu. EchekmusHicmb peanizauii
cmpameeii po3gumky euwoi 0C8imu 3Ha4yHOK MIpOoK 3arie-
XKUmb 8i0 subopy cmpamezaidHuX anbmepHamus, y3200KeHo-
cmi cmpameeiyHux npiopumemie ma uined, wo obymossnoe
HeobxiOHicmb ~ yOOCKOHaneHHsi ~ MemodoroeiyHux  3acad
cmpameaiyHo20 yrpaesiHHs.

AHani3 ocmaHHix docnidxeHb i ny6nikauyil. Ha ocHosi
aHanizy HopMamueHO-NPasosux akmie YkpaiHu ma Haykoeoi
nimepamypu ymOYHEHO CymHiCmb ma 8U3Ha4yeHo Micye
cmpameeiyHux npiopumemie i cmpameaidHux yinel 8 npoue-
ci gpopmysaHHs cmpameeii po3sumky suwoi oceimu.

BudineHHs1 HedocnideHUX YacmuH 3a2allbHol npo-
6nemu. 3abesneyeHHs1 y3200)keHoCcmi cmpameaidHuUX rpiopu-
memig ma cmpamezaidHux yined, ernopsiOKy8aHHs1 sIKUX Crpusi-
mume nidsuweHHo obrpyHmosaHocmi U pe3yrbmamugHocmi
cmpameaii po38umky cucmemu suwoi oceimu YkpaiHu.

lMocmaHoeka 3aedaHHsi. BusHauyeHHsi OCHOBHUX 3acad
gopmysaHHs | peanizauii cmpameeii po3sumky suujoi oceimu
Ha OCHO8i Yy3200XEHHS cmpameeiyHux mpiopumemie ma
cmpameaiyHux yined.

Buknad ocHogHo20 Mamepiany. Y cmammi npoaHarii-
308aHO HOpMamueHi OKYMeHmMU ma OCHOBHIi 3axodu, crips-
Mo8aHi Ha pehopmyeaHHs suwoi oceimu YkpaiHu, cchopmy-
1b08aHO cmpamegzito pPo38UMKY 8UU0i oceimu Ha OCHO8I
y3200)KeHHSI cmpameeiyHuUX rnpiopumemies ma cmpamezaidyHux
uined.

BucHoeku. |HcmpymeHmom peanidauii depxagHoi nori-
muku wodo po3gumKky ma MoOepHi3auii cucmemu 8uwoi
oceimu € eusaxeHa cmpameeisi, 6U3HayeHi cmpameaidHi
npiopumemHi  Hanpsmu i peanisauii, iX  Haykogo-
MemodosoziyHe ma rpo2HO3HO-aHamnimu4yHe obrpyHmMyeaHHs.

Knroyoei cnoea: cmpameeisi po3gumKy euwoi oceimu;
cmpameeiyHi nMpiopumemu ma cmpameeidHi yini; emanu ¢o-
pMy8aHHs1 cmpameaii po3sumky suujoi oceimu.

Urgency of the research. At the present stage, a complex of strategic measures aimed at the de-
velopment of education has been formed and implemented in Ukraine. Priority directions of the state
policy in the field of higher education are determined by the norms of the Laws "On Education" and
"On Higher Education". The objective need for reforming the national system of higher education
(NSEH) has been reflected in a number of documents, including: National Strategy for the Develop-
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ment of Education in Ukraine for 2012-2021 [1]; The Strategy for the Reform of Higher Education in
Ukraine 2020 [2]; Concept of the development of Ukrainian education for the period 2015-2025 (pro-
ject) [3]. However, not all measures aimed at the reforming of higher education have been successful-
ly implemented. One of the main reasons for the lack of effective reforms in the educational sphere is
the high level of its inertia as a system, which determines the relevance of finding ways to increase
efficiency and accelerate the reform process.

Target setting. The real strategies of both individual higher education institutions (HEI) and Na-
tional System of Higher Education as a whole should be based on alternative options for specific pro-
grams and activities. The effectiveness of strategy implementation depends to a large extent on the
interaction of these options among themselves and the ability of the system to respond flexibly to new
opportunities and unexpected risks. In practice, the decomposition process of a strategy to the level of
specific strategic alternatives is usually accompanied by contradictions of both objective and subjec-
tive nature. It is confirmed by the fact that, despite the large number of strategic documents aimed at
reforming the education system in Ukraine, the reform process is slow, and the effectiveness of re-
forms does not meet the expectations of stakeholders.

Actual scientific researches and issues analysis. The current stage of socio-economic devel-
opment of Ukraine is characterized by profound changes in all spheres, including educational ones,
the present and the future of Ukrainian society depends on the reformation effectiveness.

The end of 2013 should be determined as the beginning of the education system reform, when the
Presidential Decree No. 344/2013 of June 25 approved the National Strategy for the Education Devel-
opment in Ukraine until 2021 [1]. On November 12, 2014 "Strategy of Higher Education Reform of
Ukraine 2020", developed by the working group under the Ministry of Education and Science of
Ukraine was presented to the discussion [2]. In 2014 the Strategic Advisory Group "Education” devel-
oped the Draft Concept for the Development of Ukraine's Education for the period 2015-2025 [3]. The
analysis showed that all these documents are aimed at achieving common goals, namely: (1) ensuring
the availability of quality education for all segments of the citizens as the basis of social mobility and
reducing socio-economic differentiation in society; (2) ensuring the current and future needs of the
economy and the social sphere in the specialists required qualifications, creating conditions for the
development of continuous education; (3) promotion of the active inclusion of graduates of higher ed-
ucational institutions in the economic, social, political and cultural life of society; (4) development and
effective use of scientific and technical potential; (5) activation of innovation activity; (6) creating condi-
tions for the consolidation of youth in the spheres of science, education and high technologies; (7) the
formation of effective economic relations in education; (8) the formation of an effective mechanism for
managing the development of education on the basis of the responsibilities distribution among sub-
jects of educational policy, etc.

G. Mintzberg, J. B. Quinn and S. Ghoshal note in their paper [4] that a well-formulated strategy al-
lows to organize and distribute to a certain extent the limited resources of the organization "in the most
effective and the only correct way on the basis of internal competence, anticipation of changes in the
external environment and taking into account possible counterparts of the opponents ". One of the ef-
fective ways to increase the effectiveness of strategy implementation is the choice of strategic priori-
ties (SP) that define the "general line that will transform the strategy into results" [5]. Thus the SP im-
plies the particular actions (measures) that need to be applied to implement the strategy in the medi-
um term. Effective use of the SP is possible in a case of a number of criteria are met, among which
are [5; 6]: limitation of the number of strategic goals; focus on the medium-term perspective; orienta-
tion towards the future; making "hard" decisions; elimination of critical shortcomings; specifying
measures and recommendations; coordination of the positions of the interested parties.

The Law of Ukraine "On Priority Areas of Innovation Activity in Ukraine" defines the priority areas
as "scientifically and economically grounded ... directions of innovation activities aimed at ensuring the
country's economic security, the creation of high-tech competitive environmentally friendly products,
the provision of high-quality services and increased export potential..." [7, art. 166]. Priority directions
of innovation activity are divided into strategic (for the period up to 10 years) and medium-term (for a
period up to 5 years) ones.
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Uninvestigated parts of general matters defining. The analysis of trends in the development of
higher education in Ukraine and the problems of its reform [8, p. 355-358; 9, p. 112-115] made it pos-
sible to conclude that there is a need to improve the scientific and methodological apparatus of strate-
gic management of higher education, namely, the approach to the definition and coherence of SP and
strategic goals (SG), which streamlining will contribute to increasing the validity and effectiveness of
the strategy for the development of NSHE.

The research objective. Determination of the basic principles of formation and realization of the
strategy of the development of the NSHE on the basis of the coordination of the SP and the SG.

The statement of basic materials. Among the main priorities of the development of the national
innovation system of Ukraine in the direction of creating a competitive domestic sector of research and
development (in accordance with the Concept for the development of the national innovation system
[10]), the following are defined: SP 1. Providing innovative orientation of the education system; SP 2.
Increasing the effectiveness of the domestic sector of research and development in order to strength-
en its role in ensuring the innovative development of the national economy; SP 3. Ensuring expanded
reproduction of knowledge based on the integration of vocational education institutions, academic and
scientific sectoral institutions. Each priority is detailed with a limited number of goals, which specify the
necessary measures (how to achieve the goals).

The formation of a strategy for the development of higher education in Ukraine is proposed to be
carried out in the next stages: Stage I. Analysis of the external environment and the state of the higher
education system of Ukraine; Stage Il. Formation of higher education development strategy based on
the analysis of the external environment and the state of the NSHE; Stage Ill. Formation of the system
of strategic priorities and goals of higher education development in Ukraine (detailed strategy);
Stage IV. Formation of organizational and resource support for implementation of the strategy; Stage
V. Identification of strategic measures aimed at achieving strategic goals with a detailed level of man-
agement and time; Stage VI. Monitoring of the results of the strategy implementation in order to identi-
fy the disadvantages and ways of their elimination, adjusting strategic measures.

Analysis of the state and trends of the development of the higher education system taking into ac-
count global challenges and national problems and the main provisions of the National Strategy for the
Development of Education in Ukraine for the period up to 2021, the Strategy for the Reform of Higher
Education in Ukraine 2020, the Concept for the Development of Ukraine's Education for the Period
2015-2025 (draft), as well as the results of the National Agency for Quality Assurance in Higher Edu-
cation in Ukraine, allowed to formulate a strategy for the development of higher education, to identify
the main SP and the SG system for each priority (Fig. 1).

Conclusions. The success of the reforms that are reflected in the documents under consideration
depends on the effectiveness of the mechanism of counteracting the threats and dangers of the de-
velopment of higher education as a system, the main of them are: reduction of the competitiveness of
national universities and, consequently, the outflow of university entrants and scientific-pedagogical
personnel abroad, the loss of the potential of scientific schools, the prestige fall of the profession of
scholar and teacher, underfinancing of higher education institutions, the crisis of hon-payment due to
inflation, worsening of the demographic situation and socio-economic upheaval. An important compo-
nent of this mechanism is the state policy on both the development and modernization of the system
of education in general and higher education in particular, which should be based on a weighed strat-
egy, strategic priority directions of its implementation, their scientific-methodological and forecast-
analytical substantiation are defined.

Tarasenko I. O., Tsymbalenko N. V., Tarasenko O. S. Strategic priorities for
the development of higher education in Ukraine
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Fig. 1. Subordination of strategic priorities and strategic goals in the context of the forming of the
NSHE development strategy
Source: created by the authors on the basis of [1; 2; 3]
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FORMING COMPANY’S
RISK APPETITE

Urgency of the research. Adoption of any managerial
decision within the company happens in the presence of
risks. Against this background, it is vital to determine wheth-
er the risk is acceptable is in the process of achieving the
objectives.

Target setting. From this perspective, it becomes in-
creasingly relevant to develop proposals aimed at helping
the companies to form and present risk management pro-
cess and place of risk appetite in it.

Actual scientific researches and issues analysis.
Among scientists engaged in research of risk and risk man-
agement were F.Knight (2003), T.Coleman and
B. Litterman (2012), D. Kahneman (2014), |. Blank (2005),
V. Vitlinsky, P. Verchenko, A. Sigal, Ya. Nakonechny (2002),
A. Carol (2008), T. DeMarco and T. Lister (2005). Risk appe-
tite was closely studied by D. Tattam (2015), B. Hassani
(2015), L. Rittenberg and F. Martens (2012).

Uninvestigated parts of general matters defining. It be-
comes increasingly relevant to identify differences in clarification
of the essence of capacity risk, risk appetite, and risk tolerance,
as well as develop recommendations on how to determine them
within the company’s risk management system.

The research objective. Identifying the essence, rele-
vance and place of risk capacity, risk appetite and risk toler-
ance formation according to specific stages of the compa-
ny’s risk management process.

The statement of basic materials. Risk appetite re-
flects the level of losses which the company is willing to
accept in order achieve its strategic objectives. In contrast,
risk tolerance is associated with acceptance of the outcome
of specific identified risk events and is defined as readiness
for certain risk event. The article also aims to examine the
company’s risk management process, in the context of which
the place of risk appetite determination, as well as procedure
for adoption of decisions on risk appetite and risk tolerance
determination are outlined.

Conclusions. Breaching the risk tolerance threshold
should serve as a red alert for the management. In such a
case the risk position has to be reduced.

Keywords: risk; risk management; risk appetite; risk ca-
pacity; risk tolerance.
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®OPMYBAHHSA PU3UK-AMNETUTY
nanPUEMCTBA

AkmyanbHicmb memu docnidkeHHs. [lpulHamms
6yOb-SK020  yrpasrliHCbKO20 pilueHHs Ha nidnpuemcmsi
8i0bysaembcs 8 ymMogax pu3uky. B uboMy KOHMeKcmi eax-
JIUBUM € BU3HAYEHHS], HAaCKibKU PU3UK € MPUUHAMHUM 8
npoueci docsicHeHHI uined.

MocmaHoeka npob6nemu. 3 no3uuyii Ubo2o 8axnueum €
po3pobrieHHs1 npono3uyil, siki GONOMOXYmb Op2aHi3ayisim
cghopmysamu ma rpedcmasumu MPoYec yrnpassiHHA pusu-
KOM i micye pu3uk-ariemumy 8 ybOMy rpPOUECi.

AHani3 ocmaHHix docnidxeHb i ny6nikayil. MNumaH-
HSIM PU3UKY | pusuK-meHeOxmeHmy npudinumno yeazy baea-
mo e4eHux, 3okpema @. Haim (2003), T. KonemaH i
b. JllimmepmaH (2012), A. Kaneman (2014), |. bnark (2005),
B. BimniHcekud, 1. BepyeHko, A. Ciean, A. HakoHeyqHul
(2002), A. Kapon (2008), T. OeMapko, T. Jlucmep (2005).
MNMumaHHaM pu3uk-anemumy npudinunu yeazy D. Tattam
(2015), B. Hassani (2015), L. Rittenberg and F. Martens
(2012).

BudineHHs1 HedocnideHUx YacmuH 3a2asibHOI npo-
6nemu. BuHukae HeobxiOHicmb y 8U3Ha4YeHHs1 8iOMiHHOcmel
8 YMOYHEHHI CYmHOCMIi MaKux rOoHAMb 5K EMHICMb PU3UKY,
pusuk-arnemumy, monepaHmHocmi 00 pusuKy i po3pobreHHi
pekomeHOauili ix 8CmaHO8/IeHHSI 8 CcucmeMi pu3sUK-
MeHeOxMeHmy nidnpuemcmaa.

lMocmaHoeka 3ae0aHHs. BuszHadyeHHs cymHocmi, 3Ha-
YeHHs | Micus ¢bopmysaHHsI eMHOCMi 00 PU3UKY, PU3UK-
anemumy i monepaHmMHocmi 00 PU3UKy Ha OKpeMux emarax
rpouyecy pusuk-meHedXXmMeHmy nidnpuemMmcmea.

Buknad ocHoeHoz2o mamepiany. Pusuk anemum
posansidaembcs sk donycmumull Ornisi KoMnaHii pieeHb WKOOU,
KUl 80Ha Moxe cobi 0o3gonumu Ornsi O0CS2HEeHHsI C80iX
cmpameaiyHux yined. TonepaHmHicmb 00 pu3uKy rnog'a3aHa 3
pulHIMMSAM pe3ynbmamie KOHKpemHux i0eHmucgbikosaHux
pusukosux roditi i po3ansaidaembcsi K 20MOBHICMb 00 KOH-
KpemHoi pu3ukosoi nodii. Po3ansidaembcsi npoyec pu3suK-
MeHedxMeHmy nidnpuemcmea, 3a3HadaemsCs Micuye Pu3uK-
anemumy, npoyedypa yxeaneHHs pileHHs Wo00 ecmaHos-
TIeHHs pU3uUK-ariemumy i monepaHmHocmi 0o pU3UKY.

BucHoeku. [lopyweHHs pigHsi monepaHmHocmi 0o pu-
3UKy Mae cryeysamu 8auguM rnornepedeHHsaM w000
ynpasniHHa, 8 UbOMy pa3i no3uuis pusuky rnosuHHa 6ymu
3MEHWEeHa.

Knroyoei cnoea: pusuk; pusuk-meHedXMeHm; PUu3uK-
anemum; EMHICMb PU3UKY; MOepaHmHIicmpb 00 PU3UKY.

Urgency of the research. In pursue of its strategic goals, every business faces risks on a daily
basis. All of the profits that it can generate are a manifestation of the risk that the business is willing to
accept and consider in the course of its business activities. Therefore, every company indicates the
results that it hopes to achieve and which, in turn, serve as the starting point for building a portfolio of
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strategic directions of its growth. In this context, it is absolutely essential to determine the level of risk
which the company can accept in the process of achieving its operating goals.

Target setting. Determining the risk appetite in the overall risk management process of the com-
pany will allow to have the expected rewards and relevant risks balanced out efficiently.

Actual scientific researches and issues analysis. Risk and risk management were closely stud-
ied by many scientists, in particular F. Knight [1], T. Coleman and B. Litterman (2012) [2], D. Kahne-
man who was awarded the Nobel Prize in Economic Sciences [3], |. Blank [4], V. Vitlinsky, P. Ver-
chenko, A. Sigal, Ya. Nakonechny [5-6], A. Carol (2008) [7], T. DeMarco, and T. Lister [8].

Certain scientific papers focus on definition of the essence, classification, methods of risk analysis
and building risk management system in the companies. Risk appetite was examined by D.Tattam
(2015) [9], B. Hassani (2015) [10], L. Rittenberg and F.Martens (2012) [11].

Applied aspects of risk management in certain business activities of the companies are studied in
the papers by V. V. Lukianova, A. V. Sviderska [12], V. A. Nekhai, K. V. Hnedina [13], and
H. T. Karcheva [14].

Uninvestigated parts of general matter defining. It becomes increasingly relevant to clarify the
essence of risk appetite and develop recommendations on how to determine it within the company’s
risk management system.

The research objective. This article aims to develop proposals which will help companies to de-
velop and present risk management process in order to determine which tasks need to be accom-
plished within the scope of company’s risk appetite determination and consideration.

The statement of basic materials. Risk appetite is the aggregate risk level that the company is
ready to accept from the perspective of keeping its KPIs at a specific level. In other words, the risk
appetite is the acceptable level of losses that the company is able to afford in order to achieve its stra-
tegic goals.

Larry Rittenberg and Frank Martens (2012) define risk appetite as the amount of risk that the or-
ganization is willing to accept in pursuit of the desired value [11].

As follows from recommendations of the COSO (Committee of Sponsoring Organizations of the
Treadway Commission), company’s risk appetite is the starting point for its strategy development and
serves as an acceptable ratio between risk level and return, or as a risk-adjusted increase in value of
the company [12].

In accordance with FERMA (European Federation of European Risk Management Associations)
standard, risk appetite is considered at the stage of assessing the strategic options, then at the stage
of setting objectives that correspond to the chosen strategy, and later on when developing relevant
risk management mechanisms [13]. In view of the above, risk appetite includes the assessment and
selection of those options which are going to help achieve the desired goals in the best possible way
in the process of strategic decision-making with due consideration for associated risks.

According to ISO 31000:2009, risk appetite means the levels and types of risks, implications of
their acceptance or retention which the organization deems to be acceptable [14].

Appetite for risk determines the balance between the risk and reward in the context of company’s
development strategy. As can be seen from the above, it is possible to establish the balance between
the risk and achievement of the desired result through implementation of development strategies, in
which case the risk appetite is used to back up the risk treatment i.e. conscious influence over the risk.

In 1ISO 31000:2009 standard, a careful consideration is also given to similar concepts, namely, risk
attitude which is company's behavior in relation to the risk that manifests itself in its approach to risk
assessment, pursuit, retention, acceptance or non-acceptance thereof [14].

Another notion, namely risk tolerance is defined as the willingness of the company or the stake-
holders to accept a certain range of risk deviation upon its treatment. This may result from legal or
regulatory requirements. In contrast, risk non-acceptance implies the risk attitude which lies in com-
plete refusal to accept it [14].

In accordance with the Draft Regulation on Organization of Risk Management System in Ukrainian
Banks (2017) [15], risk appetite is explained as limitation and economic feasibility to be complied with
by the banks in the course of their strategy implementation. Risk Exposure Statement of the banks is
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considered to be the key risk management instrument which shall include the overall level of risk ap-
petite; risk appetite for each type of risk to serve as the basis for establishing thresholds for each type
of risk; bank’s calculation aimed at determining the risk appetite and a list of assumptions used in the
process of the said calculation; risks with respect to which the bank has determined zero tolerance;
limitation and economic feasibility to be complied with by the banks in the course of their strategy im-
plementation.

Some scientific opinions suggest that the risk appetite and risk tolerance are considered identical;
however, these two notions should not be confused. For a greater understanding of the company's risk
appetite, additional concepts, such as risk capacity and risk tolerance have been introduced.

To determine the risk appetite, first and foremost, the company needs to identify its capacity risk.
This is the absolute threshold or limit, within which the company wishes to operate without going bank-
rupt. In accordance with this concept, the risk appetite needs to be determined within the limits of its
own risk capacity. Based on this, the company is able to decide on the amount of losses it can poten-
tially afford. Once the company has figured out its risk capacity and appetite, it can establish risk toler-
ance, i.e. actual level of risk that it is able to handle with due consideration for specific economic envi-
ronment. In view of this, the amount of risk within the risk tolerance category shall not exceed the
company’s overall risk appetite.

Risk appetite is a regulator of the highest level of corporate governance, a wide level of risk that top
management deems to be acceptable in terms of its desires, precautions and the level of comfort of
business operations. Owners and other supervisory authorities shall promote formalization of de-
scribed risk management processes of the companies, including control by the board of directors. Risk
appetite is closely linked to internal control, monitoring and advising within the company. It follows
from the foregoing that risk appetite is the ability and willingness of the business entity to accept, re-
tain and effectively manage the expected losses resulting from the risk events in pursuits of its strate-
gic goals.

The level of risk appetite will be affected by the business strategy, whereas the risk appetite, in
turn, will have an impact on the degree of development of other risk management elements. There-
fore, the higher the risk appetite, the less detailed and reliable risk management will be.

Implementation of risk tolerance in the risk management practices will allow taking into considera-
tion specific nature of business of individual companies and certain risks within the company. Risk tol-
erance is tied to acceptance of the outcome of specific identified risk events, if any, the availability of
necessary resources and control over this risk management, i.e. readiness for a particular risk event
and is established for particular risk categories, including strategic, operational, financial, human risks
etc. It implies a certain operational maximum risk that the company is willing to accept regarding each
specific type of risk, often in quantitative terms.

To understand the place and the essence of risk appetite in the overall risk management process
of the company, let’'s examine risk management procedure itself.

The risk management implies the extensive use of managerial mechanisms - policies, decisions, pro-
cedures etc. - and best practices, when establishing the context, identifying, analyzing, certifying, treat-
ing, monitoring, and auditing risks, as well as in the course of advising and exchange of information [14].

At the most basic level, the risk management is quite simple. It involves identification and assess-
ment of critical risks throughout the organization, identification of the best possible way to address
these risks, relevant notification of the stakeholders and control over the outcome.

Risk appetite comes in at the stage of risk evaluation which involves assessment of the risk level
according to company’s high-priority characteristics, namely, probability, impact, and relevance. At this
very stage, the level of risk appetite is determined in terms of the most dangerous scenarios.

In certain circumstances, in order to determine the actual risk appetite, it is recommended to exam-
ine the reactions within and outside the company, as well as recent risk events. It would also make
sense to check the risk appetite of both the administrative board and executive management using
scenario games focusing on possible risk events.

When identifying the risk appetite for each risk category, the board of directors shall take into considera-
tion the company's risk potential. This consists of the number and type of risks that the organization can
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sustain in order to achieve its objectives with due account for their capital structure, access to financial
markets, as well as professional expertise and competencies of the company's human capital assets.

Tab. 1 below provides a clear insight into the content, object, methods and tasks of individual stag-
es of risk management procedure in the company.

Table 1
Description of stages of the risk management procedure in the company
Stages Subject Methods Tasks
1. Context Company’s informa- | Structural and logical | 1. Collection and systematization of necessary
Determination tional environment: | analysis, induction, | data concerning state of company’s environment;
macro, micro and | deduction, analog | 2. Assessment of macro and microeconomic
internal environment method situation;

3. Assessment of the state of organization’ inter-
nal environment;
4. Risk capacity determination.

2. Risk Assessment:

2.1. Risk
Identification

Sources (tangible
and intangible fac-
tors) of the risks,
events, their causes
and potential impact

Expert methods, ana-
log method, statistical
methods, quantitative
and qualitative risk
assessment methods

1. Identification of parameters of the risk-related
situation (what can happen, where, when, how
and why?);

2. Risk elements search, listing and description;
3. Risk appetite determination.

assessment of the rate
of reaction to the ex-
ternal environment;
quantitative and quali-
tative risk assessment
methods;

2.2. Risk Sources (factors) of | Financial performance | 1. Degree (scope) of impact on the company;
Analysis risks obtained in the | analysis; analysis of | 2. Probability of risk event occurrence;
course of identifica- | economic activities; | 3. Direction of impact of the risk-related situation
tion, their features, | quantitative and quali- | on the company;
results of expert polls | tative risk assessment | 4. Possible extent of losses or positive outcome
methods; resulting from the use of opportunities;
5. Available possibility to treat the risk-related
situation.
2.3. Risk Level Risk analysis | Desired outcome as- | 1. Generalized risk assessment;
Determination outcome sessment; cost value; | 2. Risk rating based on probability of their occur-

rence and scope of impact on the company;

3. Determination of risk tolerance for each indi-
vidual risk of the company (indicators, threshold,
etc.).

lyzed within the context
of achieving the set
goal.

3. Risk Purpose of the risk- | Formalized and non- | Process of conscious risk change, namely:
Treatment related situation; | formalized (expert) | 1. Risk aversion;
desired risk level; risk | methods. Methods of | 2. Risk layering;
appetite risk acceptance, aver- | 3. Risk financing;
sion, localization, di- | 4. Risk retention.
versification, transfer,
compensation, andre-
duction (mitigation).
4, Nature, form, proba- | Impact on the process | Procedures implemented by the company and
Communication | bility, relevance, as- | and outcome of deci- | aimed at obtaining, distributing and exchanging
and Advising sessment, and ap- | sion-making through a | information between the company and the stake-
plicability of risks. specific influence. holders, as well as maintaining an ongoing dia-
logue with the latter leading up to adoption of a
specific decision.
5. Monitoring Risk  management, | Methods for effective- | Continuous routine control and monitoring, criti-
and Analysis actual risk or risk | ness determination of | cal supervision and determination of the state
modifiers. the object being ana- | aimed at identifying changes in required or ex-

pected indices.

Source: created by the author
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The criteria to be set when determining risk appetite and risk tolerance need to be separated not
only according to the strategic and tactical level of acceptance, but also based on the content itself.
Thus, determination of risk appetite requires application of a criterion that will determine how much the
company is willing to invest into its business goals. In contrast, when establishing risk tolerance, the
applied criteria need to provide an answer as to how much the company is ready to lose as a result of
carrying out specific risk-related activities.

To achieve their goals, the companies choose the strategy and develop indicators which will show
how close they are to that. Relevant rewards and bonuses resulting from program implementation en-
courage the managers to achieve the goals. After that, the strategy turns into implementation of deci-
sions adopted within the entire company. Decisions are made in order to achieve the objectives, such
as increase in the market share, profitability etc. However, this depends on risk identification and de-
termination of whether it is within the limits of risk appetite of the company.

The process of risk appetite formation can be elaborated as shown in Fig. 1 bellow.

Setting strategic objectives Determination of risk Building strategies, and
#  and objectives from capacity when setting setting operational goals
standpoint of all the goals
- —
Determination of the context of risks: external KPls for achieving the Risk
and internal factors (sources) of risks B goals = appetite
T determinatio
Qualitative risk analysis: Identification of Quantitative Risk Analysis:
description of risk-related risks - Identify the probability of risk
situations, definition of == compilinga [~ implementation and relevance
requirements, outcome, risk register (size of the damage) of the
opportunities of impact target's impact
) — . ﬁ i ] L '3
. . . Determination of tolerance to

No

Yes

Does it correspond to the
takeholders’ requirement?

No Yes
Have the risk been >
v accepted?
Does it affect? Risk treatment
. Yes
No
L 4
s No Is it Control over
Rejection of the an effective method of Yes implementation of

decision influence? decisions

Fig. 3. Adoption of decisions on risk management by determining risk appetite
Source: created by the author

If the company fails to prepare its Formal Risk Appetite Statement, it is likely to eventually encoun-
ter problems when exercising control. In the absence of the said statement, the managers will not be
able to direct the business effectively at the accepted level of risk and seize important opportunities
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where needed.

Formalizing risk appetite means its execution in writing which is done for the avoidance of misun-
derstanding about directors and top management’s opinion on the risk. Risk appetite formalization fa-
cilitates communication with all parties involved in exchange of information.

When the risk appetite is being discussed, it normally involves various matters such as liquidity,
unsteady profits and profitability, credit score, reputation and brand, launch of new products, customer
circle expansion, supply chain management, mergers and takeovers, environmental change or adap-
tation, corporate governance, human resources etc.

Conclusions. Breaching the risk tolerance threshold should serve as a red alert for the top man-
agement, in which case the risk position needs be reduced. The flexibility in responding to this is ex-
plained by the fact that risks are in the process of constant change. Hence, risk appetite and risk toler-
ance cannot be determined on a one-off basis. They have to be continuously updated in accordance
with any changes in the company’s operating environment.

The desired risk appetite allows to simplify the process of making business portfolio decisions
based on risk profile and profit comparison. By having a clearly defined risk appetite, the company is
pushed to include the risk factor in any important strategic or tactical decision in order to determine

whether it complies with the risk requirements.

Further research will cover the methods for determination of risk appetite and risk tolerance to en-
sure optimization of the process of achieving corporate goals in ever-changing business climate.
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Urgency of the research. Commonly, tax and budget
instruments’ nature and degree of influence on the economic
development depend on the share of GDP redistribution
through the public finance system. But it isn’t the one and
only influencing factor. The national fiscal architectonics
model and the quality of state institutions are essential as
well.

Target setting. Under modern conditions of the global
economy delayed growth rate, the further development of
the statements on the possibility evaluation of discretionary
fiscal policy measures implementation, their scope and com-
position to accelerate economic growth is advisable.

Analysis of resent researches and publication. The
questions of determining the fiscal policy role for the eco-
nomic development regulation are explored in numerous
works written by P. Arestis, G. Dell’Ariccia, A. Afonso,
R. J. Barro, O. Blanchard, E. M. Engen, P. Mauro, V. Tanzi,
I. Chugunov, D. Furceri etc.

Uninvestigated parts of general matters defining. At
the present development stage of financial relations, it is im-
portant to deepen the scientific research in the area of estimat-
ing the budget and tax instruments’ value and degree of influ-
ence on the country’s economic development dynamics.

The research objective. The main aim of this article is
to develop theoretical and methodological principles of fiscal
policy formation in the context of providing the necessary
prerequisites for a long-term economic growth.

The statement of basic materials. Using the conver-
gence of neoclassical and neo-Keynesian approaches as
well as correlation and regression analysis methods, the
influence of such factors as the level and the structure of
taxation, the budget expenditures, the budget deficit, and the
public debt on economic development was examined in this
article.

Conclusions. In modern conditions, fiscal policy has a
significant regulatory impact on the economic processes by
an integrated combination of fiscal architectonics instru-
ments (taking into account the variation of composite struc-
ture models, time lags, and economic cycles).
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BIOXXETHO-NMOAATKOBA NOJIITUKA
EKOHOMIYHOIO PO3BUTKY

AkmyanbHicmb memu docnidxeHHsi. 3a3euyall, xapa-
Kmep ma cmyniHb ernnugy nodamkosux i 60XemHuX iH-
CMpyMeHmi8 Ha EeKOHOMIYHUU pOo38UMOK 3anexums 8id
obcsizy nepepo3nodiny 8anogoz2o 8HympiwHb020 Mpodykmy
yepe3 cucmemy nybniyHuUx ¢hiHaHcie. lpome ue He €OUHUU
hakmop. TaKox eaxrueumu YUHHUKamMu € mMolderib brodxe-
MHO-M00amKo80i  apXimeKmoHiku 8i0rnosiOHOI KpaiHu ma
sKicmb iHcmumymis.

lMocmaHoeka npobnemu. 3a cydacHUX yMO8 yriosirb-
HEHHs1 memriie pocmy C8imogoi eKOHOMIKU OOUiNlbHUM €
rnodanbwuli PO38UMOK MO/I0XKEHb W00 OUiHKU MOXITU80C-
meli sukopucmaHHs 3axodie OUCKpeuyitiHOI ¢hickarnbHOI mo-
nimuku, ix macwmabie ma komnosuuii dns akmusizauii me-
Mriie EKOHOMIYHO20 3POCMaHHSI.

AHani3 ocmaHHix docnidxeHb i ny6nikayid. MNumaH-
HSIM 8U3Ha4YeHHs1 porii 6r00XemHO-no0amkKkos8oi noaimuku y
peayneaHHi eKOHOMIYHO20 PO3BUIMKY MPUCESYEHO YUCIEH-
Hi  npaui @. Apecmica, [x. dens’Apiccia, A. AgoHco,
P. bappo, O. bnaHwapa, E. EHeeHa, [1. Maypo, B. TaHa3i,
1. HyeyHoea, []. ®ypcepi ma iHWux.

BudineHHs1 HedocnideHUXx YacmuH 3a2asibHol npo-
6nemu. Ha cyyacHomy emarni po3eumky ¢hiHaHCO8UX 8iOHO-
CUH 8aXNUBUM € POOOBXEHHS] HayKkogoz20 MowyKy wo0o
OUiHKU 3HaYyeHHs ma cmyneHro ennusy 6rdxemHux ma
rnodamkosux iHCmMpymMeHmie Ha OuHamiKy €eKOHOMIYHO20
PO38UMKY KpaiHu.

lMocmaHoeka 3aedaHHA. OCHOBHUM 3a80aHHSIM Harlu-
CaHHA  uieil cmammi €  po38umMOK  MeopemukKo-
memodonoeidHux ~ 3acad  opmysaHHs  6r00xemHo-
rnodamkoeoi nonimuku 8 KoOHmekcmi 3abe3neqyeHHs1 Heob-
XiOHUx nepedymos Onsi 00820CMPOKOBO20 E€KOHOMIYHO20
3pocmaHHs.

BuknadeHHs1 oCHO8HO20 Mamepiany. ¥ cmammi 0oc-
TiGXeHOo U8 pigHs ma cmpykmypu ornodamkyeaHHsi, 6ro-
OxemHux sudamekie, degbiyumy 6r0dxemy ma OepxxagHo20
bopay Ha eKOHOMIiYHUU PO38UMOK (3 8UKOPUCMAaHHAM KOH-
8Epe2eHUiil HeOKIacu4yHo20 ma HeoKelHCiaHCbKo20 nidxodie,
memodig KopersuyitiHO-peepeciliHozo aHari3y.

BucHoeku. 3a cy4dacHux ymos 6rdxemHo-nodamkosa
nonimuka 30iUCHI0E 3Ha4YuMul peaynsmueHul erniue Ha
©KOHOMIYHI Npouecu WIIsiXOM KOMIMIIeKCHO20 MOEOHaHHS
iHcmpymeHmie  bickanbHOI  apXimeKmoHiKuU, epaxosyryu
gapiauito modeneli KOMMO3uyjtiHOI cmpykmypu, nasu Oii y
yaci, YUKiYHicmb eKOHOMIKU.

Knroyoei cnoea: 6r0xemHo-nodamkosa ofimuka;
pickanbHa apximekmowika; deghiuum 6100xemy; depxasHull
b60ope; eKOHOMIYHUL PO38UMOK.

Urgency of the research. One of the crucial tasks of financial science is to ensure economic de-
velopment through the realization of fiscal policy. So, the role of this policy should be defined properly.
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The fiscal policy improvement is interconnected with expansion of the public institutions’ tasks and
functions. Commonly, tax and budget instruments’ nature and degree of influence on the economic
development depend on the share of GDP redistribution through the public finance system. But it isn’t
the one and only influencing factor. The national fiscal architectonics model and the quality of state
institutions are essential as well.

Target setting. Neoclassical and neo-Keynesian economics have proposed the opposite ap-
proaches explaining the fiscal policy instruments’ impact on employment, domestic demand, and the
GDP growth rates. The convergence of these approaches determines the developed countries’ state
financial policies’ formation doctrine. Fiscal policy is a powerful influence instrument and has a long-
lasting effect. Usually, it is used to enhance investment and consumer demand. Under modern condi-
tions of the global economy delayed growth rate, the further development of the statements on the
possibility evaluation of discretionary fiscal policy measures implementation, their scope and composi-
tion to accelerate economic growth is advisable.

Analysis of resent researches and publications. Philip Arestis (2012) defined fiscal policy is an
effective tool for macroeconomic stabilization [2]. Olivier Blanchard, Giovanni Dell’Ariccia, and Paolo
Mauro (2010) stated that from the time of the Great Depression until the early 1960s fiscal policy has
remained the central macroeconomic policy tool for economic development [4]. Igor Chugunov and
Valentina Makogon emphasized that fiscal policy was an effective tool for economic growth [8]. Rob-
ert J. Barro (1996) concluded that effectively used budget expenditures in form of infrastructure in-
vestment, research and development subsidies as well as education spending had a positive impact
on the economic dynamics [3]. Vito Tanzi and Howell H. Zee (1997) noted that fiscal policy could play
a fundamental role in affecting the long-run growth performance of countries [7].

However, using a sample of 107 countries during the period from 1970 to 1985, Eric M. Engen and
Jonathan Skinner examined the interrelation between the GDP dynamics and a balanced-budget in-
crease in government spending and revenue. They found strong and negative effects of both govern-
ment spending and revenue on output growth [5]. Antonio Afonso and Davide Furceri conducted an
empirical study of the fiscal instruments’ impact on the economic processes. They concluded that 1
percentage point rise in the share of total revenue in GDP would decrease output by 0.12 and 0.13
percentage points respectively for the OECD and for the EU countries [1].

Uninvestigated parts of general matters defining. At the present development stage of financial
relations, despite the thorough researches (conducted by foreign and domestic scholars), it is im-
portant to deepen the scientific research in the area of estimating the budget and tax instruments’ val-
ue and degree of influence on the country’s economic development dynamics.

The research objective. The aim of this article is to develop theoretical and methodological princi-
ples of fiscal policy formation in the context of providing the necessary prerequisites for a long-term
economic growth.

The statement of basic materials. Neoclassical economics classifies the fiscal policy instruments
on the basis of their impact on economic growth. So, according to this classification, there are four
groups of these instruments: 1) distortionary taxes — the taxes that reduce the economic agents’ inten-
tions to invest in human or physical capital; 2) non-distortionary taxes — the taxes that do not have a
destructive or restrictive effect on the economic agents’ decisions (regarding the savings formation
and further investment); 3) productive expenditures; 4) unproductive expenditures. The group of dis-
tortionary taxes includes the taxes on income, profit and capital. Meanwhile, the group of non-
distortionary taxes combines the taxes on consumption and rent payments. Productive expenditures
are defined as the spending on education, scientific research and development, transport and infor-
mation infrastructure, and public health care. At the same time, unproductive expenditures combine
spending on public administration, defense, public order and judicial power, economic activity etc. The
highest level of positive impact on economic growth is provided in the case of financing productive
expenditures at the expense of the taxes belonging to the non-distortionary group.

The state tax policy’s main impact tools on the aggregate demand are the tax structure and the
level of taxation (characterized by the tax burden indicators). The level of taxation is commonly con-
sidered to be the result of a public compromise. The tax burden is set according to the chosen model
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of the country’s social and economic development. This model determines the ratio of GDP redistribu-
tion through the public finances and the state institutions’ role in the provision of public services. In the
chosen sample of the OECD countries, the share of tax revenues (including social security contribu-
tions) in GDP varied from 16.23 % in Mexico to 53.71 % in Sweden. Using the linear regression meth-
od to analyze the OECD countries’ public finances during the period from 1981 to 2016 [9], it was
founded that a rise in tax revenues percentage in GDP by 1 percentage point causes 0.08 percentage
points decrease in the GDP growth rate. So, there is no evidence that the level of taxation has any
significant influence on economic growth. Mexico, the USA and Norway (in the chosen sample of the
OECD countries) have a notably different level of GDP redistribution through the tax system. Mean-
while, their economic growth rates (2.50 %, 2.69 %, and 2.44 %, respectively) were approximately the
same. The above mentioned confirms that the tax burden regulation is not the ultimate instrument, but
only one of the tools to influence economic activity.
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Fig. 1. The interrelation between the level of taxation and the real GDP growth rates in the OECD coun-
tries during the period 1981-2016
Source: [9]

The variation scenarios for combining both the tax bases and the tax rates determine the tax struc-
ture. In the context of the tax bases, there are the taxes on income and profits, the taxes on labor, the
taxes on consumption, and the taxes on capital. The regulation of the tax burden on labor and capital
has an impact on the market conditions of these factors of production. It is one of the main reasons for
the labor and financial capital migration from one country or region of the world to another. In the con-
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text of the tax rates impact on economic activity, there are two main classification groups:
a) depending on method of application — ad valorem, specific, and combined rate; b) depending on the
tax scale type — regressive, proportional, and progressive rate. Due to the plural variations for combin-
ing the tax bases and rates, the state has significant opportunities to affect the investment and con-
sumer demand. In general, the tax structure influences the real GDP growth rate. This influence can
be estimated using the following equation (1):

agr; = By + Pitl; + Botc; + Bsteon; + ¢ (),

where:

agr; —the real GDP growth rate (the index i indicates the period);
Bo — the individual effect to be estimated for each case;

tl; — the taxes on labor to GDP ratio;

tc; — the taxes on capital to GDP ratio;

tcon; — the taxes on consumption to GDP ratio;

g; — the country-specific random effect (an independent shock).

Using equation 1 to analyze financial systems of the OECD countries during the period from 1981
to 2016, it was founded that the taxes on capital had the most destructive impact on the rates of eco-
nomic growth. It was determined that increase in the taxes on capital to GDP ratio by 1 percent had
caused reduction in the growth rate of real GDP by 0.46 percentage points. At the same time, expan-
sion in the taxes on labor to GDP ratio by 1 percentage point had caused reduction in the growth rate
of real GDP by 0.19 percentage points. Meanwhile, the taxes on consumption had practically neutral
impact on the rates of economic growth. Increase in these taxes to GDP ratio by 1 percentage point
slowed down the real GDP growth rate by 0.03 percentage points [9].

Tax policy has some direct and indirect levers of influence on the inter-budgetary relations devel-
opment. Primarily, this is caused by the fact that all the taxes are divided into two groups: state and
local. Secondly, the local authorities are institutionally defined and empowered to regulate the local
taxes and fees bases as well as the rates. And thirdly, the state taxes (in whole or in part) are inte-
grated in the revenues of local budgets. The degree of fiscal decentralization affects the interest of
local self-government bodies to mobilize tax revenues to the relevant budgets. However, taking into
account the fact that the imbalances in interregional economic development could emerge or signifi-
cantly expanse, the mentioned fiscal decentralization requires a scientific substantiation.

A tax cut through the reduction in the rate of taxes or provision of targeted temporary tax benefits is
an important aspect of the of state tax policy instruments’ impact on aggregate demand. The changes
in the taxation system (needed to achieve a significant decrease in the tax burden) require a balanced
and consistent set of measures aiming to reduce the budget expenditures. In that aspect of economic
stimulation, it is appropriate to use the short-run tax policy tools. These measures are usually related
to the taxes that have a direct impact on investment activity and the volume of economic agents’ con-
sumption. The taxes on labor and the taxes on capital (namely the corporate tax) should be included
into this group.

Arthur Betz Laffer, one the founders of supply-side economics, is an active supporter of a moderate
tax burden. Using the tax curve, he substantiated that, in the context of further lowering the tax rates
(already belonging to the “forbidden zone”), the fiscal value of the relevant taxes would rise. In addi-
tion, the excessive level of the tax burden leads to an increase in the size of the shadow economy.
This fact reduces the overall functional effectiveness of the national economy and undermines the
economic agents’ confidence in the state as a public institution. Theoretically, the possible reduction in
the tax revenues during the transition period should be followed by the decrease in the budget ex-
penditures (chosen by the criteria of the lowest funding expediency and effectiveness level). However,
the practical implementation of a tax cut measures (offered by the supporters of supply-side econom-
ics during the presidency of Ronald Reagan) led to a significant increase in the budget deficit. At the
same time, the GDP growth rate rose to 7.26 % in 1984 (reaching the highest level since the Second
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World War). The average real GDP growth rate for the period from 1981 to 1988 was amounted to
3.50 % [9]. The reduction of unemployment, the notable expansion in incomes and social standards
should be named as the consequences of that situation.

Increase in the budget allocations for the investment projects, employment intensification programs
implementation, and innovative infrastructure development (by additional tax revenues) is the possible
option to stimulate the economy. In view of the mentioned above fact, there are two possible solutions.
It is advisable to provide an increase in the tax rates or an expansion in the tax bases. The second
solution is more effective and logical for emerging market economies. The effectiveness of these
measures could be achieved through the expedient and efficient provision of the budget funds use.
Moreover, this requires a developed system of public institutions and a solid budget strategy.

The fiscal policy’s impact on aggregate demand in terms of expenditures should be investigated
regarding the spending to GDP ratio as well as variable compositional structure of public expenditures.
Neo-Keynesian scholars state on the positive impact of the public spending expansion on economic
growth. This approach is based on the next logical construction. Increased budget expenditures lead
to the rise in demand for industrial goods (e. g., metallurgical, engineering, and construction products).
Subsequently, the manufacturers of these goods satisfy the market demand. As a result, this situation
is reflected on the growth in demand for labor in certain sectors of the economy. The above, in turn,
leads to an increase in wages. And that has a direct impact on the level of private consumption.

It is clear that the structure of expenditures can be viewed through the prism of the functional and
economic budget classifications. However, numerous scholars emphasize that it is appropriate to as-
sess productive and unproductive budget expenditures regulation impact on economic growth. The
share of budget expenditures in GDP vastly depends on the model of social and economic develop-
ment (chosen by society) as well as the political preferences. After elections, those preferences are
transformed into specific decisions on the financial resources redistribution between the public sphere
sectors, administrative territorial units, and strata of the population. In certain cases, the state financial
responsibilities for education, public health care, and housing programs for socially deprived classes
are enshrined in the Constitution without any real assessment of their implementation possibility. That
fact has a destructive impact on the country’s social and economic development.

The fiscal policy’s impact on aggregate demand and economic growth in terms of expenditures (re-
garding the spending to GDP ratio and their compositional structure) can be represented using the
following equation (2):

agr; = ag + aypex; + a;n_pex; + ¢; (2),

where:

a, — the individual effect to be estimated for each case;

pex; — the productive expenditures to GDP ratio;

n_pex; — the unproductive expenditures to GDP ratio;

&; — the country-specific random effect (an independent shock).

If the economic recession is identified, there is a strong necessity and expediency to provide the
deficit financing by expansion in the public spending. The state programs directed to achieve enhance
in employment, activation in infrastructure investments as well as the widest social support of the pop-
ulation have been the standard stimulation policy’s measures since the Great Depression. Meanwhile,
it should be said that the fiscal policy instruments’ usage approaches have been transformed signifi-
cantly. That was caused by the fiscal stimulation’s negative effects on the long-term economic growth.
The crowding out effect, the public debt to GDP ratio growth, the relevant expenditures efficiency, the
lag of fiscal instruments, and the need to enhance the future tax burden should be named amid the
affirming facts. Taking into account the Ricardo—de Viti—Barro equivalence theorem and the potential
economic agents’ expectations concerning the budget and tax regulations, in the long-run, fiscal policy
has a neutral impact on aggregate demand. It should be noted that fiscal policy in emerging market
economies is mostly procyclical, and in advanced economies it is acyclical or countercyclical. So, the
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deficit financing possibilities are divergent and depend on the level of the country’s economic devel-
opment. Under current conditions, the rising in the budget expenditures through the deficit regulation
(opposed to the widely used in the 20" century stimulation approach) is often seen as a tool to ensure
the macroeconomic stabilization in the short-term.

The main sources to finance the budget deficit are the borrowings (attracted by the government)
and some specific revenues (received from the state-owned property privatization). The money crea-
tion (as a source of budget financing) is not considered because of the institutional constraints of its
application under the current conditions of the budgetary relations development. Thus, the only fact of
the budget deficit existence is already leading to an increase in the nominal value of public debt. This
interrelation could be presented using the next equation (3):

d; = di_y +def; —m; (3),

where:

d; — nominal value of public debt;

def; — nominal value of budget deficit;

7; — hon-debt sources of budget financing.

The nominal value of public debt is less important (in context of its impact) than the government
debt to GDP ratio. So, it's necessary to use the equation (4):

d;i 1 di_ def; T
_L:( )*_t1+_ft__t (4),
9gi 1+ngr; gi-1 gi gi

where:
gi; — hominal GDP;
ngr; — the nominal GDP growth rate.

Commonly, the public debt to GDP ratio is determined by the respective indicator over the past
year and the budget deficit to GDP ratio. But there are some other factors of influence. The nominal
GDP growth rate should be named among them primarily. If the real economic growth is absent, the
prices rising could serve as a tool for the public debt to GDP ratio decrease. But that situation contra-
dicts the global goal of financial stability achievement.

The highest average level of public deficit during the period from 1981 to 2016 was observed in
Greece. It was equal to 7.49 % of GDP. The prolonged period of budget imbalance has led to an in-
crease in the public debt to GDP ratio from 26.7 % in 1981 to 181.6 % in 2016. It should be mentioned
that in the chosen sample of the OECD countries Greece had the lowest average annual GDP growth
rate (equal to 0.84 %). A similar situation is observed in Japan. The public debt to GDP ratio (due to
the high level of budget deficit and low inflation) rose from 66.9 % in 1981-1990 to 237.7 % in 2011—
2016 (Tab. 1). Economic growth slowed down from 4.64 % to 0.99 % respectively. Using the regres-
sion method to analyze the economic situation in the OECD countries during the period from 1981 to
2016, it was determined that 1 percentage point expansion in the share of budget deficit in GDP would
decrease the real GDP growth rate by 0.17 percentage points.

A budget deficit financing by the means of debt instruments has an impact on the internal state
loan bonds index of yield and may lead to a reduction in private expenditures. Private expenditures
(e. g., private investment and personal consumption spending for durable goods) are elastically sensi-
tive to the market interest rate changes. The public debt accumulation during the recession period and
post-crisis recovery of the economy actualizes the issue of the debt to GDP ratio reduction. It is urgent
to find an appropriate solution for the fiscal consolidation questions. These issues form the basis for
the long-term financial stability achievement. The implementation of the mentioned measures requires
to set some institutional restrictions for the budget expenditures and deficit as well as the public debt.
If financial system is based on the medium-term budget planning and profound budget strategy, the
rational public spending limitation becomes possible.
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Table 1
General government debt and overall balance in OECD countries, % of GDP
19811990 1991-2000 2001-2010 2011-2016
debt deficit debt deficit debt deficit debt deficit
Japan 66,9 14 99,9 3,8 186,0 6.3 2377 6.5
Greece 46,5 g2 94,0 7.4 1109 7.8 1741 73
Italy 79.7 11,2 1138 6.4 107.5 36 128 8 30
Poriugal 50,0 6.0 53,8 48 66,1 5.1 1255 47
United States 54,7 44 66,8 2.4 67.2 5,0 1049 5.7
Belgium 1134 10,3 1240 4.1 94,8 15 104 4 32
France 30,0 26 52,0 3.9 66,9 3.9 92,4 4,1
Spain 28,2 43 56,9 3.8 477 2.1 917 78
Canada 64,8 6.2 93,5 36 75,9 04 87,6 21
United Kingdom 472 36 452 3.2 48,1 44 86.6 5,8
Ausria 50,0 32 53,5 3.3 65,5 2,1 81,7 1,0
Gemany 40,0 21 53,1 29 67.7 27 75,3 01
Netherlands 66,5 5,0 70,7 2.4 53,2 1,7 65,6 25
Finland 150 40 48,1 2.3 415 23 571 22
Mexico 59,5 74 425 26 421 24 49,2 37
Denmark 57,3 19 66.7 15 409 16 424 13
Sweden 51,4 7.1 63,4 4.0 46,6 08 412 05
Korea 17,1 1,3 11,0 2.4 27,1 1,6 35,3 1,1
Nomway 30,5 49 33,0 -39 51,2 132 34 1 45
Australia 21,2 35 26,3 25 13.7 06 32,6 32
Turkey 36,1 3.1 36,8 95 54,3 6.6 3.3 14
Chile 56,0 08 23,3 1,3 9,2 2,1 14,9 08

Source: created by authors on the basis of IMF and OECD data

Conclusions. In modern conditions, fiscal policy has a significant regulatory impact on the eco-
nomic processes by an integrated combination of the fiscal architectonics instruments (taking into ac-
count the variation of composite structure models, time lags, and economic cycles). According to the
conducted study, the state tax policy’s main impact tools on the aggregate demand were the tax struc-
ture and the level of taxation. The level of taxation is commonly considered to be the result of a public
compromise. It is set according to the chosen model of the country’s social and economic develop-
ment. The level of taxation does not have any significant destructive impact on the rates of economic
growth. Meanwhile, the interrelation between the level of taxation and economic growth was revealed.
In the OECD countries during the period from 1981 to 2016, an expansion in the taxes on capital to
GDP ratio as well as the taxes on labor to GDP ratio led to a decline in the real GDP growth rates.
Meanwhile, the rise in the taxes on consumption to GDP ratio had practically neutral impact on the
rates of economic growth. The budget spending impact on economic growth should be considered
separately for productive and unproductive expenditures.

The deficit regulation should be used as a tool to ensure the macroeconomic stabilization in the
short-term (opposed to the widely practiced in the 20" century stimulation approach). Using the re-
gression method, it was determined that 1 percentage point increase in the share of budget deficit in
GDP would slow down the real GDP growth rate by 0.17 percentage points. In that case, the public
debt (requiring additional budget expenditures for debt-servicing) is accumulated. And that, in turn, is
followed by the crowding out effect (in the field of private investment) and the tax policy compensatory
measures’ implementation.
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Urgency of the research. Foreign trade policy has be-
come the main factor in the development of the People's Re-
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Part 1. Definitive determinants of China's foreign trade.
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The statement of basic materials. The PRC ranks first in
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which is largely determined by the country's entry into the
World Trade Organization, confirming the undoubtedly high
China’s role in and influence over international trade.
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nues of its trading partners and indirect implications for multi-
lateral trade policy.
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rMOBAIbHI AOMIHAHTU PO3BUTKY
TOPIOBEJIbHOI MONITUKU KUTAIO:
MOXINNBOCTI TA 3AIrPO3M
AN cniBNPALJ 3 YKPAIHOKO

YactuHa 1. BusHavanbHi getepmiHaHTH
PO3BUTKY 30BHiWHLOI TOopriBni Kurarw

AkmyanbHicmb memu docnidxeHHsi. MazicmpanbHum
YuHHUKoM po3sumky KHP sk ceimogoz2o mopaosesibHo20
nidepa cmana 308HIWHbEOMOP208erIbHa MOimuKa.

lMocmaHoeka npobnemu. TopeosesnbHa nonimuka Ku-
maro € cyrnepeynueoo ma npedcmassisie iHmepec 00crioxeH-
HS OCHOBHUX Ii IHCmpyMeHmie i MexaHi3mie, cyyacHux ocob-
nueocmeli 308HIWHBLOI Mopeierni KpaiHu ma rnepcrnekmus po3-
8UMKY Mop208esIbHO-eKOHOMIYHOI criigrpaui 3 YkpaiHoro.

AHani3z ocmaHHix docnidxeHb i ny6nikayid. umar-
HSIM €KOHOMIiYHo2o po3sumky Kumato ma Uioz2o micysi 8 csi-
moesili ekoHomiyi rpucesyeHi pobomu B. KikmeHka, O. Ko-
sanb, M. Kosanbosa, C. Kowoeozo, B. Mixeesa, O. OniliHuka,
K. ®peHda, J1. YeH ma iHwux.

BudineHHs1 HedocsidKeHUX YacmuH 3a2asibHOi npo-
6nemu. Ha meopemuyHomy pieHi He docmamHbO yeazu rnpu-
OineHo numaHHsM MOOepHi308aHOI Mopa08esbHOI NOMIMUKU
Kumato ma mopeogernibHO-eKOHOMIYHUM 8iOHOCUHaM, MOXIIu-
8ocmsM i 3aegpo3am crienpayi 3 YKpaiHoro.

lMocmaHoeka 3aedaHHs1. Memoto pobomu € docnidxeH-
HS Cy4yacHO20 CmaHy 308HIWHbLOMOP208esIbHOI MOMMuUKU
Kumato, eusHaueHHsi ocobriugocmeli po38UMKY 308HIWHBLOI
mopeisni ma cnisnpayi 3 YkpaiHoro. Lukrn cmamed npucesye-
Hul docrnidxeHHo OaHoi npobremamuku:

YacmuHa 1. BusHayasnbHi 0emepMiHaHmu po38UMKy 308-
HiwHbOI mopeaieni Kumato.

YacmuHa 2. ModepHizauisi mopzosesnbHoi nonimuku Ku-
maro.

YacmuHa 3. [lepcriekmugHi HanpsMu mopaoeesibHo-
eKOHOMIYHOI crieripaui YkpaiHu ma Kumatro.

Buknad ocHoeHo20 mamepiany. KHP nocidae nepuwi mi-
cysi y ceimi 3a OCHOBHUMU MOP208esIbHUMU OKa3HUKaMu
pomMsaA20M OCMAaHHIX POKi8, W0 8 3HayHil Mipi 8U3Ha4YeHo
ecmynom KpaiHu 8o Ceimosoi opaaHisauii mopeieni, wo eKa-
3ye Ha 6e3CYMHIBHO 8UCOKY porb ma ernnus, skul us KpaiHa
30iticHroe y cehepi MixkHapoOHOI mopeierti.

BucHoeku. 3pocmaHHs Kumaro sik rpogiOHoi mopaoegoi
Haujii mae 6e3rnocepedHi Hacnidku 0518 supobHuumea i doxodie
lio2zo mopeaosux napmHepig i Henpsimi Hacnioku Ons bazamo-
CMOPOHHLOI MOP208€sIbHOI MOMIIMUKU.

Knroyoei cnoea: Kumad;
EeKOHOMiYHe  crigpobimHuymeo;
MiXHapoOHa mopeiensi.

YKpaiHa; mopaoeesibHo-
mopeosesibHa  nonimuka;
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Urgency of the research. The value of the People's Republic of China (PRC) in the modern World
economy and the globalized economy is difficult to overestimate. China's foreign trade policy was the
main determinant of the formation and development of the country as a world trade leader. It defined
the external economic position of the state and became the main factor of the dynamic internal eco-
nomic reforms and other reforms inside the country. China is one of the key players in modern interna-
tional trade and is recently ranked first in terms of key trade indicators in the World. Thus, China was
ranked first in terms of foreign trade volumes, exports in goods and e-commerce during 2013-2015,
second — in terms of imports in goods, third — in terms of exports in services, and second — in terms of
imports in services, confirming the undoubtedly high China’s role in and influence over international
trade.

Target setting. China's trade policy is rather controversial, and it is interest to study its main in-
struments and mechanisms, the current features of the country's foreign trade and the prospects for
the development of trade and economic cooperation with Ukraine. This is due to the fact that, on the
one hand, China's foreign trade policy is currently modernizing towards greater liberalization, pluralism
and transparency. Protection of national interests converges to the practices of leading countries of
the World. The process is characterized by hierarchically lined State and business institutions and
takes into account the economic and political interests of stakeholders. On the other hand, the im-
portance of the PRC as a trade partner of Ukraine is increasing. This requires studying the priorities of
bilateral trade and economic cooperation, and establishing the link and dependence between national
economic growth and exports to China.

Actual scientific researches and issues analysis. The works of I. Burakovsky, I|. Guzhva,
A. Kireev, P. Krugman, T. Melnyk, V. Sidenko, T. Tsygankova, A. Shnirkova and others are devoted to
the problems of international trade policy under the conditions of economic globalization. The ambigui-
ty of socio-economic problems caused by economic liberalization is covered in the works of such re-
searchers, as: L.Antonyuk, O.Bilorus, A. Galchinsky, V. Heyets, |. Guzhva, D. Lukianenko,
A. Poruchnik, S. Sidenko, G. Solodkovskaya, Ya. Stolyarchuk, A. Filippenko, V. Chuzhikov and many
others. The works of such domestic and foreign researchers as B. Balling, M. Amatey, J. Berger,
E. Gobov, A. Goncharuk, Din Rudzhun, A. Kaidal, V. Kiktenko, O. Koval, M. Kovalev, S. Koshovoi,
V. Mikheyev, O. Oliynyk, V. Novik, V. Polyakova, E.Preseda, A. Prikhodko, K. Frend, L. Chen,
A. Shkarpova, R. Succinate and others are dedicated to the various aspects of China's economic de-
velopment and its place in global economy.

Uninvestigated parts of general matters defining. Despite numerous studies of different aspects
of China's dynamic transformation from a regional leader to the global one and of major factors of the
phenomenal growth of its economy, the research of the issues of modernized trade policy and foreign
trade of the country, which is decisively influencing the global and regional economy at the level com-
parable to those of the leading World economies, lacks theoretical grounding. These issues require
additional comprehensive research and determined the logics and architectonics of the article.

The research objective. The purpose of the article is, firstly, to study the current state of China's
foreign trade policy, in particular, the use of tariff and non-tariff measures of international trade regula-
tion under the conditions of global trade system functioning. Secondly, the issue of identification of
main determinants of foreign trade development in China deserves attention. Thirdly, it is interesting to
study the peculiarities of trade and economic cooperation between Ukraine and the People's Republic
of China and to determine whether there is a relationship between national economic growth and ex-
ports to China.

The statement of basic materials.

Determinants of China's foreign trade development

China plays an extremely important role in world trade, as it is the main trade partner of leading
World economies. After reforming and getting greater openness, the economy of China keeps growing
rapidly during 30 years, on average at 10% annually [1]. A number of researchers argue and underline
the central place China holds in the global economy in the medium and the long term [2-7].
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Exploring China's position in World rankings (Tab. 1), it could be noted that the country holds wor-
thy position, after United States of America. Thus, the PRC occupies the second place in the World in
terms of GDP, which was 10.3 USD trillion in 2015 and 11.2 USD trillion in 2016 [8].

However, it should be noted that over the past years (2012-2015), China's GDP has a tendency to
increase, but at lowering growth rates, while GDP per capita growth is increasing. The country's rank-
ing in the development of information and communication technologies in the World is rather low,
namely 82th place among 167 countries. According to this rating, Ukraine is ahead of China at 3 posi-
tions (79th place).

Table 1
China's position in World rankings, 2015

Rating type Place in ranking Index
Ranking of countries according to integration of county into
. ° 54 4.3
international trade
Ranking of countries and territories according to GDP 2 10 354 832 (USD min)
Ranking of countries according to global competitiveness 28 5.0
Ranking of countries according to innovation index 29 46.6
Ranking of countries according to index of development of
. : e N 82 5.05
information and communication technologies in the World
Ranking of countries according index of network readiness 62 4.2

Source: created by the authors on the basis of [9]

The Chinese championship inters of demographic potential and labor resources made the country
a "workshop of the World". In addition, China has taken the first place in terms of exports, bypassing
the USA, Germany and Japan. China holds 4.0% of special drawing rights with 3.81% of the votes in
International Monetary Fund (IMF), ranking sixth in the World after the United States (with 17.68% and
16.74% respectively). Japan (6.56% and 6.23%). Germany (6.12% and 5.81%). Great Britain and
France (4.51% and 4.29% respectively). The IMF decision from 30.11.2015 to give the Yuan status of
a reserve currency increased China's weight in the global financial system [10].

That is, according to a number of researchers, "the deployment of one of the main global trends —
the transfer of a center of economic development from the West to the East, which has all the prereg-
uisites for maintaining its vector in the long run" [11]. The confirmation of this observation is that after
the WTO accession, the international reserves of the People's Republic of China increased 14 times
from 212.2 billion USD in 2001 up to 3 USD trillion at the end of 2012, and the country's share in the
world market increased from 4.3% to 10.4%. The average annual growth of commodity exports was
22%, which increased 4.9 times, and the average annual increase in imports was 21% and its volume
increased 4.7 times. Exports to China during this period increased 6 times [12, p. 11-12; 16].

The PRC currently accounts for more than 12% of world exports, which is more than any other
country in the World [13]. Nominal exports were growing by an average of 17% each year between
1990 and 2012. This, in turn, contributed to the entry of China into the WTO in 2001 [14]. China ac-
counted for 10% of world imports, and demand for raw materials by Chinese factories has been the
driving force behind the growth in supplying countries, including Australia and Brazil. China now ac-
counts for two thirds of Asian imports of intermediate goods, 25% of exports of capital and goods from
Japan and Korea, and almost half of regional exports of intermediate goods [15].

On the other hand, China has managed to expand its surplus in trade with developed countries.
China's export boom was originally achieved due to cheap goods produced for the less developed
countries of the World. According to Goldman Sachs Group, by the end of the decade, the EU-China
trade turnover will turn out to be higher than trade flows within the integration group [16].

Currently, China, not the USA, is Germany's most important trade partner [17].

The EU is the largest export market for China (17% of total exports), in turn, China is the second
largest export market for the EU (8%), as of 2016. It is also worth mentioning that on the EU request,
China expressed its readiness to work together with the EU to reduce positive balance of Chinese
goods in trade between the parties [18].
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According to the World Bank, China topped 78 place in the ranking for Ease of Doing Business in
2016, with an improvement in this indicator in 2 steps compared with 2015 (Tab. 2) [19].

Table 2

Attractiveness of the business climate in China in 2015-2016

Indicator DB 2016 | DB 2015 | Changes

in ranking

Ease of Doing Business Rank 78 80 +2
Starting a Business 127 134 +7
Dealing with Construction Permits 177 175 -2
Getting Electricity 97 92 -5
Registering Property 42 42 -
Getting Credit 62 78 +16
Protecting Minority Investors 123 118 -5
Paying Taxes 131 127 -4
Trading Across Borders 96 94 -2
Enforcing Contracts 5 4 -1
Resolving Insolvency 53 53 -

Source: created by the authors on the basis of [19]

The improvement of country’s positions was based on such indicators as the Starting a Business
and Getting Credit. Particular attention deserves the last indicator, with a growth at +16 points. Other
indicators have deteriorated in comparison with the previous year. Invariably, property registration and
insolvency resolution remained.

Exploring the dynamics of China's foreign trade in 2012-2015, it can be noted that exports during
the analyzed period fluctuated within the range of 2048.8-2342.3 billion USD. In turn, imports in-
creased in 2014, but decreased in 2015. Indicators of foreign trade turnover tend to increase, except
for 2015. There is a positive trade balance in 2012-2015 (Tab. 3.)

Table 3
Dynamics of foreign trade activity of China, billion USD
Indicator Year

2012 2013 2014 2015
Export 2048.8 2209.0 2342.3 2281.8
Import 1818.1 1949.9 1958.0 1681.6
Foreign trade turnover 3866.9 4158.9 4300.3 3963.4
Foreign trade balance 230.7 259.1 384.3 600.2

Source: created by the authors on the basis of [20-21]

The study found that the structure of foreign trade of the People's Republic of China during the pe-
riod under investigation has undergone serious qualitative changes. The decisive achievement of re-
cent years was to raise the share of finished products in total exports up to 95%, and first of all that of
machines and equipment up to 50%. The country has grown from a marginal player in world trade to
one of the most important trading country in absolute terms [22]. China has been transformed into a
world leader in terms of the export of machinery and equipment, including high-tech and advanced
one. The share of mechanical engineering products in the structure of imports which is 43% is also an
indicator of the high level achieved by the.

The modern PRC acts as a net exporter of machines, equipment and high-tech goods. The share
of exports of traditional goods, which previously formed the profile of the country — toys (1.6%), textiles
and knitwear (8.5%), foods (2.8%), is decreasing. Industrial equipment occupies an important place in
the export machine-building nomenclature; its value is expanding at a high rate.

Despite the fact that China has a large presence and leading positions in the production of mineral
raw materials and fuel, the share of exports of these commodities is negligible. So, in the “Fuel” group,
coal and liquefied petroleum are of special importance, while in the “Foods” group, which represents
3% of China's exports, the main place belongs to sugar, corn, rice, soy, fruits, and tea.
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While investigating the import nomenclature of the People's Republic of China, it can be noted that
43% belongs to machinery and equipment, 17% to hydrocarbon fuel, 10% to chemical products, 7.3%
to metal ores, 4% to non-ferrous metals, and 1.5% to black metals, other positions account for less
than 1%. China imports alumina, ore, iron, manganese, copper, chromium and other metals in large
volumes. Despite the fact that China is the world's largest agricultural producer, the country continues
to import large quantities of agricultural products, including beverages, tobacco, wheat, wheat flour,
soy, corn, rice and edible vegetable oils. Machinery products, primarily cars, mainly freight and com-
mercial, account for a significant share in total import.

Foreign capita provides a significant influence on the development of foreign trade of China. Major
investors are Hong Kong, Japan, Singapore, Taiwan, the USA, the Republic of Korea, Germany, the
Netherlands, the United Kingdom, and Switzerland, which account for 91% of all FDI. A significant
proportion of investment is made by the Chinese diasporas. Also, the growth rates of export of Chi-
nese capital abroad and investments into infrastructure objects of foreign countries are precipitating.

The geographical structure of China's foreign trade changes significantly, the priority belongs to trade
and economic cooperation with Asia, while the share of the traditional partner Japan has decreased.
China is also actively expanding its presence in the markets of Africa and Latin America (Tab. 4).
The USD remains the main direction of Chinese exports, and in second place belongs to the EU.

Table 4
China's trade with major foreign trade partners in 2015
Value, USD miIn Growth rate, %
Countries Foreign trade Export Import Foreign trade Export | Import

turnover turnover
USA 558385.06 409648.33 148736.72 0.6 34 -6.5
Hong Kong 344334.46 331567.21 12767.24 -8.5 -8.7 1.2
Japan 278664.11 135677.08 142987.02 -10.8 -9.2 -12.2
Republic of Korea 275899.07 101380.86 174518.19 -5.0 1.0 -8.2
Taiwan 186560.13 44904.91 143655.22 -4.9 -3.0 -5.5
Germany 156798.29 69175.52 87622.77 -11.8 -4.9 -16.6
Australia 113979.70 40336.99 73642.71 -16.7 3.0 -24.6
Malaysia 97359.77 44059.50 53300.28 -4.6 -4.9 -4.2
Vietham 95818.73 66142.77 29675.95 14.6 3.8 49.1
Singapore 79668.72 52112.27 27556.44 -1.0 6.5 -10.6
Great Britain 78538.78 59602.16 18936.63 -2.9 4.3 -20.2

Source: created by the authors on the basis of [21; 23]

There is a tendency towards the slowdown in the growth of China's commodity turnover with most
of its largest partners in 2015, for example, trade with the EU decreased by 8.2%, with Japan — by
10.8%, with the Republic of Korea — by 5.0%. Positive dynamics can be traced in trade with the
ASEAN countries and the USA.

Among the importers, the leading role belongs to the EU, USA and ASEAN, including Japan, the
Republic of Korea, and Taiwan. China is often the ultimate link in the value chains of the Southeast Asia
countries, which determines the sustained growth of these countries in China's trade turnover [24].

Trade with the countries of Africa, which, in turn, is a source of mineral resources and fuel, is char-
acterized by a high growth rate. Trade and economic cooperation is justified, the PRC invests a big
share of large infrastructure projects and imports raw materials and fuel resources strategically im-
portant for the development of the national economy.

The calculation of the main indicators of the foreign trade intensity — the export and import quotas,
is simultaneously helps to evaluate the openness of the national economy of China (Tab. 5).

During the period under the review, there was a decrease in import and export quotas, indicating a
comparable closeness of the national economy of China with simultaneously minimal import depend-
ence. Per capita exports increased during the period under review, with the exception of 2015, where
there was a decrease at 52.9 USD, imports, in turn, decreased over the corresponding period.
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Table 5

The main indicators of the intensity of China's foreign trade

vear Popylgtion, Export quota, Import, Export per Import per | Foreign tragie turnover
billion K exp., % Kimp., % | capita, USD | capita, USD per capita, USD

2012 1.350 23.9 21.2 1517.6 1346.7 2864.3

2013 1.357 22.9 20.2 1627.9 1436.9 3064.8

2014 1.364 22.2 18.5 1717.2 1435.5 3152.7

2015 1.371 20.4 15.0 1664.3 1226.5 2890.8

Source: created by the authors on the basis of [8; 21]

Conclusions. China is one of the main players in modern international trade and is ranked first in
the World in terms of key trade indicators over the past years. The PRC ranked first in terms of foreign
trade, first in terms of exports of goods, the second in terms of imports of goods, the third in exports in
services and the second in their import, indicating the undoubtedly high role in and influence that this
country has on international trade. The growth of China as a leading trading nation has direct conse-
quences for the production and revenues of its trade partners and indirect implications for multilateral
trade policy.

The main difference of China's foreign trade is the steady growth of positive trade surplus, with the
exception for 2015, due to the successful and modernized trade policy of the country. Despite the pos-
itive dynamics of China's foreign trade turnover, it should be noted that during the period under con-
sideration it is slowing down. The system of prioritizing of the foreign trade development in China gives
the leading role to the export and import nomenclature of goods, as the share of trade in services is
much smaller. The change in the structure of foreign trade of China can be considered as a significant
achievement of the country, as it has undergone serious qualitative changes. The decisive achieve-
ment of recent years was to raise the share of finished products in total exports up to 95%, and first of
all that of machines and equipment up to 50%. At the same time, there is a reduction in import and
export quotas, indicating a comparable closeness of the national economy of China, while this is sim-
ultaneously minimizing import dependence.

Foreign capital has an important influence on the development of foreign trade of China. The main
investors are Hong Kong, Japan, Singapore, Taiwan, the USA, the Republic of Korea, Germany, the
Netherlands, the United Kingdom, Switzerland, which account for 91% of all foreign direct investment.
A significant proportion of investment is made by the Chinese diasporas. Also, the growth rates of ex-
port of Chinese capital abroad and investments into infrastructure objects of foreign countries are pre-
Cipitating.

Significant changes are observed in the geographical structure of China's foreign trade, the priority
belongs to trade and economic cooperation with Asia, while the share of the traditional partner Japan
has decreased. China is actively increasing its presence in the markets of Africa and Latin America.
The main direction of Chinese exports is such countries and territories as the United States of America
and the European Union.

China's owes its leading position in international trade, firstly, to the entry of the country into the
World Trade Organization at the beginning of the 21st century, which had a huge impact on China's
integration into the world economy. Secondly, this position is provided by an effective trade policy of
the State that determines the system of national trade interests and priorities, directions, mechanisms
and tools for implementing country's foreign trade policy.
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Urgency of the research. One of the most significant
problems of the functioning and development of the Ukrainian
economy during the whole period after gaining independence
is the lack of financial resources.

Target setting. Military and political events of the last
years have made negative impact both on investment attrac-
tiveness of Ukraine and volumes of mutual investments with
Russia, however it is necessary to investigate the objective
reasons for this situation.

Actual scientific researches and issues analysis. At-
tempts to give an objective assessment of the state of foreign
investment in the Ukrainian economy and bilateral invest-
ments between Ukraine and Russia were made in publica-
tions by V. Heiets and L. Shinkaruk, Yu. Kovalenko, P. Pular-
ia, A. Yosypenko and others.

Uninvestigated parts of general matter defining. In
spite of great attention to the external investment sphere of
Ukraine, special attention was not paid to the assessment of
the role of both countries in bilateral investment cooperation.

The research objective. To identify the features of bilat-
eral investment cooperation between Ukraine and the Rus-
sian Federation.

The statement of basic materials. The dynamics of mu-
tual foreign direct investments in economy of Ukraine and
Russian Federation is analyzed. Role of each country in in-
vestment flows as well as structure of mutual investments by
industry groups and its changes before and after the begin-
ning of the political and military conflict are described.

Conclusions. A tendency towards a reduction in mutual
investment cooperation was noted with the strengthening of
its sectoral specialization. The fall in investment volumes as a
result of Russian aggression in the Crimea and the east of
Ukraine in 2015 changed by restoring investment. The struc-
ture of investments from Ukraine to Russia was characterized
by the predominance of the real sector as a recipient, while
reverse investments were directed to the financial sector.
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AWHAMIKA ABOCTOPOHHIX IHBECTULINA
YKPAIHU | POCINCbKOT ®EOEPALIIL:
[0 I nicns NOYATKY BINCbKOBO-

NONITUYHOIO KOH®NIKTY

AkmyanbHicmb memu docnidxeHHsi. O0Hieo 3 Hal-
binbw 3Hayyuwux npobnem @yHKYiOHy8aHHS i pO38UMKY
E€KOHOMIKU YKpaiHu npomsieoM 6cb0o20 nepiody nicnsi Ha-
bymms He3anexHocmi € bpak chiHaHcosux pecypcie 0Ons
OHOBJIEHHS] MEXHIKO-mexHoo2iyHoi 6a3u eupobHuumea i
HadaHHs nociye.

locmaHoeka npo6nemu. Bilickkoso-rnonimu4Hi nodii
ocmaHHiIX poKig cripasunu HezamueHul erue K Ha iHeec-
muuitiHy npusabnusicmb YKpaiHu, mak i Ha obcsieu 83aem-
Hux iHeecmuuili 3 Pocieto, o0Hak HeobxiOHO sussumu i
06°ekmusHiI npu4uHU 05151 Yb02o.

AHani3 ocmaHHix docnioxeHb i ny6nikayid. Cripobu
damu 06’eKmugHy OUiHKy cmaHy IHO3eMHO20 iH8ecmys8aHHs
8 EKOHOMIKYy YKpaiHu ma 080CMOPOHHIM iHeECMUUIAM MiX
YkpaiHoto ma P® 3pobneHi 8 nybnikauisx B. elus ma
1. Wurkapyk, FO. Kosanerko, M. Mynapis, O. MocuneHko.

BudineHHs1 HedocnidxeHux 4YacmuH 3a2anbHol
npo6nemu. Monpu eenuky ysazy 00 308HIWHBOI iH8ECMU-
uitiHoi cgpepu YkpaiHu crnieyianbHa yeaea ouiHyi pori 060x
KpaiH y O80CMOPOHHLOMY [H8eCmMuUitiHoMy crigpobimHuy-
mei He npudinsnacs.

MocmaHoeka 3aedaHHs1. BusHadyumu ocobnusocmi 08o-
CMOPOHHBO20 IHBECMUUILIHO20 CcrigpobimHuuymea YkpaiHu ma
Pociticbkoi’ ®edepauii.

BuknadeHHs1 ocHoeHO20 mMamepiany. [lpoaHaniszosa-
HO OuHaMiKy 83aEMHUX MPAMUX [HO3eMHUX iHeecmuuil 8
eKoHoMiKy YkpaiHu ma Pocilicbkoi ®@edepauii, 8u3Ha4eHO
POrb KOXHOI KpaiHu y iHeecmuuyitiHuX rmomokax, 2arysesy
CMpYKmMypy 83aEMHUX iHeecmuuiti ma 3MiHU y Hil, sKi 6i0-
bysanucsa 0o i nicriss no4Yamky 8ilicbKO8O-MoAimu4YHo20
KOHbriikmy.

BucHoeku. BidsHa4eHO meHOeHUjo 00 CKOPOYEHHS 83a-
€MHO20 [HeecmuujiliHoeo cnigpobimHuymea 3 0OHOYacHUM
riocusneHHsiM Uoz2o 2ary3eeoi cnieuianizauii. lNMadiHHA obcsieie
iHeecmuuiti eHacniOok pocitickkoi agpecii y Kpumy ma Ha
cx00i YkpaiHu 8 2015 p. 3mMiHUNOCST 6iOHOBNEHHSIM iHBeCMy-
8aHHs. Cmpykmypa iHeecmuuiti 3 YkpaiHu 0o Pocilicbkoi
®edepayji xapakmepu3aysarnacsi rnepesaxaHHsiM peasribHo20
cekmopy 8 sikocmi peyurieHma, mooi sk 380pOMHI iHeecmu-
uii 6yiu opieHmosaHi Ha ghiHaHco8ul cekmop.

Knroyoei cnoea: iHozemHi iHeecmuuil, iHeecmuuiliHe
crispobimHuymeo; YkpaiHa; Pocilickka ®edepauisi; duHami-
Ka; cmpykmypa.

Urgency of the research. The one of the most significant problems of the functioning and devel-
opment of the Ukrainian economy throughout the period after independence getting is the lack of fi-
nancial resources for updating the technical and technological base of production and service sectors,
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which is associated simultaneously with the low level of formation of national savings in an organized
form (i.e. savings, which are involved in the activities of the banking system and the domestic stock
market) and with the insufficient attractiveness of the Ukrainian economy for foreign investors. At the
same time, the issue of capital accumulation and the restoration on the basis of the competitiveness of
national production and service sectors is becoming increasingly acute.

Target setting. The military-political events of recent years, of course, had a negative impact both
on the investment attractiveness of Ukraine and the volume of investments. Among the main
consequences of the situation in the field of foreign investment cooperation is the loss of opportunities
in bilateral relations with the Russian Federation (RF) is often pointed out. Moreover, a certain part of
the academic, business and political circles considers RF to be the main investment partner of Ukraine
in the past and in the future as well. At the same time, the relevance of such allegations should be
rewieved.

Actual scientific researches and issues analysis. The attempts to give an objective assessment
of the state of foreign investment in Ukrainian economy and bilateral investment between Ukraine and
Russia are made in numerous publications. The researches by V. Heiets and L. Shynkaruk [1],
Yu. Kovalenko [2], P. Pularia [3], O. Yosypenko [4] and others should be considered as the most im-
portant among the lattest ones.

Uninvestigated parts of general matters defining. At the same time, despite the great attention
to the foreign investment sphere of Ukraine, special attention paid to the assessment of the role of
both countries in bilateral investment cooperation and the dynamics of such cooperation was not paid.

The research objective. To identify the features of bilateral investment cooperation between
Ukraine and the Russian Federation on the basis of an analysis of the dynamics of volumes and the
geographical structure of investments.

The statement of basic materials. The dynamics of foreign direct investment (FDI) into and from
the economy of Russia is presented in Fig. 1.

600000
565654 , &
490595 ¢
500000
” ’\'/ \[479501
/ 404804
400000 /

/
\
,'/-\\r [403337]
J\V 1
[

300000

’/ \/
200000 /
, ¢ 214049 198437

100000

32204 , _
0 0141
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

e= &= FD|t0 RF «=fll==FDI| from RF

Fig. 1. The dynamics of FDI accumulated into and from Russian Federation in 2001-2016 at the begin-

ning of each year
Source: according to the Bank of Russia [5; 6]

Three peaks can be identified in 2008, 2011 and 2014. It should also be noted that trends in vol-
umes of incoming and outcoming FDI are similar (with the exception of 2015-2016, when Russia be-
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came a net exporter of investments). In table 1 are listed the main investors in the economy of the
Russian Federation without taking into account investments in the financial sector. Analysis of these
data makes it possible to conclude that offshore areas dominat both in the structure of FDI into the
economy of Russia, and in the structure of FDI from the RF.

Table 1
Geographical structure of FDI in 2011-2015, by the balance of operations %
Countries [ 2011 [ 2012 | 2013 [ 2014 [ 2015
FDI into RF
To_tal direct investments, min _USP, 488993 50588 | 69219 | 22031 6478
incl. ones from such countries:
Bahamas 3.3 4.2 4.0 16.5 78.6
Virgin Islands (Brit.) 13.1 4.9 13.5 14.2 34.6
Jersey 1.4 1.3 0.7 -3.3 32.8
Bermudas 1.1 -0.6 0.6 8.1 26.1
France 2.0 2.4 3.1 10.1 26.0
Germany 4.1 4.5 0.5 1.6 22.9
United Kingdom 3.6 0.1 27.3 0.5 17.0
Ireland 0.2 0.9 0.9 5.8 10.0
Japan 9.6 19.5 15.0 -2.4 9.6
FDI from RF
thal direct investments, min _USP, 66851 48822 | 86507 | 57082 | 22188
incl. ones from such countries:
Cyprus 34.3 42.8 8.9 41.2 194
Virgin Islands (Brit.) 5.8 15.1 71.9 1.3 14.9
Turkey 2.5 8.4 1.7 2.1 6.6
Finland 0.1 0.6 0.1 0.3 6.6
Jersey 1.4 0.8 0.0 -0.5 5.7
Bahamas 0.7 0.9 0.6 1.3 4.6
Cayman Islands -0.3 0.0 0.6 1.4 4.2
USA 2.4 1.4 0.9 2.9 3.7
Luxembourg 3.0 -1.0 15 1.1 3.5
Austria 0.8 2.1 6.1 2.0 34

Source: calculated by the author according to the Russian Federal State Statistics Service data [7]

CIS countries, including Ukraine, are not significant either among sources or among the recipients
of investment from the Russian Federation. At the same time, in the structure of Russian investments
into the CIS countries, Ukraine occupied an important place in the period until 2007, gradually giving
way to the position of the main partners of the Russian Federation on the Eurasian Economic Com-
munity - Belarus and Kazakhstan (Fig. 2).
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Fig. 2. The share of Ukraine in FDI from and into the Russian Federation in the structure of investment

relations with the CIS countries
Source: according to the Russian Federal State Statistics Service data [8]
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Fig. 3 shows the dynamics of FDI into and out of Ukraine's economy. Attention should be paid to
the 2008 dynamics of FDI from Ukraine: during the crisis period, outflow of capital amounted to 6196.6
min USD both in the form of a return on investment and in the form of direct investment of domestic
capital abroad in order to reduce risks. In the dynamics of FDI in Ukraine, the peak was noted in 2013,
after which the smallest amount was observed in 2016.
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Fig. 3. Dynamics of accumulated FDI at the beginning of each year from and into Ukraine
Source: according to the data of the State Statistics Service of Ukraine [9]

It should be noted that Russia occupies a more important place in the structure of investment par-
ties of Ukraine, than Ukraine does among the Russian partners. As it can be seen from Fig. 4, in 2004
more than 50% of all FDI from Ukraine were directed to RF, but since 2008 the situation has changed
fundamentally, and by 2016 only about 2% of the accumulated FDI from Ukraine has accounted for
Russia. This is primarily due to the structure of the types of activities where the investments were
made, and the economic crisis of 2008-2009, as well as the consequences of the military-political ag-
gression of the RF in relation to Ukraine.

During 2004-2008, priority activities of Ukrainian investors in the Russian economy were such as
leasing and other real estate operations, engineering and services for entrepreneurs (the share of this
complex on average amounted to 61%). By 2015 absolute volumes of investments from Ukraine to the
Russian Federation grew, first of all, due to investments in food production, metallurgy, machinery (in-
dustry share in the investment structure increased from 11.5% in 2008 to 52.3 % in 2011, and in 2014
it was almost 33%). In addition, in the period from 2008 to 2012, wholesale and retail trade was a sig-
nificant line of investments to the Russian Federation. From 2006 to 2013, investments in the financial
sector have been actively developing: the volume of investments has increased from 1.9 to 140.8 min
USD, and the share in 2013 reached a value of 48.1%. Starting from 2015, the volume of investments
from Ukraine to the Russian Federation declined to 2008 level, amounting to 122 min USD in 2016,
32% of which are investments in industry and 56% - in professional and technical services.

The sectoral structure of investments from Russia into the Ukrainian economy was more diversi-
fied, but also significantly changed. In 2004, about 50% of Russian investments accounted for the pro-
cessing industry, primarily petrochemicals, 24.5% for the health sector, and other significant sums
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(from 5 to 10%) were investment in construction, financial sector and trade. Further the share of indus-
try was declining steadily (49.9% in 2004, 4.6% in 2016), and the same situation can be observed with
nvestments in health care (in 2016 the share of investments in this sphere was statistically insignifi-
cant). Instead, the role of the sphere of financial transactions increased (2004 - 7.3%, 2016 - 83.9%).
In 2005-2007, the share of transport in the structure of Russian investments in Ukraine was rather
high (on average, about 26%). In addition, throughout the analysis period, investments in agriculture
were significant (on average, in 2004-2016 - 6.4% of investments). Besides, taking into account a dif-
ference in economy scales, the Russian investment into Ukraine, especially in spheres of ail refining
and finance was the instrument of vertical branch interstate integration in the form of acquisition. In
this frame Russian investors established control of capacities and the market.

60,0
53,0

50,0

40,0

30,0

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

@FDI to Ukraine mFDI from Ukraine

Fig. 4. Particular weight of the Russian Federation in FDI from and in Ukraine, %
Source: based on data from the State Statistics Service of Ukraine [10-11]

It should be noted that the maximum Russian investment in Ukraine was noted in 2014 (3.9 billion
USD), and although the volume of FDI from the Russian Federation to Ukraine in 2015 was reduced to
2.7 billion USD, by the beginning of 2017 it rose again to 3.2 billion USD, indicating the absence of
catastrophic phenomena in bilateral investment relations despite economic blockades, opposition to
public opinion, and others. Basic direction of investment of money is capitalization of Ukrainian daugh-
ters of the Russian banks through losses they had in a result of economic crisis in Ukraine and crisis
of bilateral relations. At the same time, such international vertical integration of bank business does
not have long-term positive effects on the economy of Ukraine. On the one hand, support of bank ac-
tivity of daughter's banks in Ukraine is really one of pre-conditions of stability of the Ukrainian banking
system today, and from the other hand, such investments essentially are " short-term money" with the
easiest option to withdrawal them to Russia both as income from investing and investment resources.
In addition, investing in the Ukrainian banking system became means of overcoming of western coun-
tries’ sanctions.

Conclusions. Participation of Ukraine and Russia in the global capital market and investment rela-
tions is determined by virtually identical preconditions such as lack of domestic financial resources and
relative weakness of the stock market. In competition for raising capital, Russia plays more important
role in the structure of Ukraine's investment relations than Ukraine does among the Russian partners.
It should be noted that there was a steady tendency to reduce mutual investment cooperation with the
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simultaneous strengthening of its sectoral specialization before the beginning of the military aggres-
sion of Russia in relation to Ukraine. It should be understood that the tendency to reduce the share of
investments of both countries into the economy is observed from 2008, and the fall in investment vol-
umes due to Russian aggression in Crimea and in the east of Ukraine in 2015 quickly changed due to
the restoration of investment. The structure of investment from Ukraine to Russia was characterized
by the predominance of the real sector as a recipient, while reverse investments were oriented to-
wards the financial sector as the most profitable one in Ukraine.

Thus, there is an ambiguous situation now. On the one hand, Ukrainian investments in Russia con-
tinue to decline that is entirely the objective phenomenon considering situation in the bilateral relations
connected with the annexation of the Crimea and aggression in the Donbass and also risks for the
Ukrainian investors which arose as a result of mutual sanctions. On the other hand, stability of finan-
cial sector in Ukraine in the short term, unfortunately, depends on the Russian financial resources.
Therefore, the decision to ban the presence of Russian investors in Ukraine could result in a signifi-
cant increase in economic instability in the banking and financial services markets. At the same time,
the Ukrainian financial sector, paradoxically, is a dackdoor for overcoming the sanctions by certain RF
financial institutions from the side of Western countries imposed for the military-political aggression of
the RF against Ukraine. In these conditions it is necessary to pay more attention to possibilities of the
prohibition of repatriation of the capital and income from Ukraine to Russia and strengthening of fight

against roguish schemes of money removal through trade currency transactions.
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DIRECTIONS FOR REDUCING POVERTY IN
UKRAINE THROUGH THE POWERFUL
MIDDLE CLASS FORMATION

Urgency of the research. According to the vast majority
of scientists, only a significant quantitative growth and effec-
tive middle-class activity will allow Ukraine to move closer to
the international standards of quality of life.

Ukraine needs to develop effective measures to reduce
poverty through the powerful middle class formation.

Target setting. In Ukraine, the poverty peculiarities are
a significant reduction in the real incomes of the majority of
employed persons, who, at the same time, maintain a rela-
tively high social status, as well as a significant difference in
incomes between the richest and poorest citizens.

Actual scientific researches and issues analysis.
Such well-known scientists as Ye. Holovakha, V. Ho-
shovska, E. Libanova, O. Makarova, M. Mishchenko,
M. Panina, T. Rudnytska, L. Cherenko and others have
made a significant contribution to the development of the
issue of formation and functioning of the middle class and
the poverty reduction.

Uninvestigated parts of general matters defining. At
the same time, the peculiarities of the domestic poverty and
middle class do not allow to simulate the state policy, to
predict management decisions and their consequences, to
evaluate the efficiency of state administration, etc.

The research objective. The main objective is to study
the possibility of reducing poverty in Ukraine through the
powerful middle class formation in order to develop direc-
tions for improving the state policy in this field.

The statement of basic materials. In the article the pe-
culiarities of the middle class formation in Ukraine are con-
sidered. A poverty analysis is conducted. The directions for
the state policy improvement are proposed, which will create
conditions for reducing poverty and forming a powerful mid-
dle class.

Conclusions. The implementation of the proposed
measures in the income policy and social protection will
create conditions for reducing poverty through the powerful
middle class formation in Ukraine.
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polarization; demonopolization; deoligarchization.
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HAMPAMW 3MEHLUEHHA MACLLUTABIB
BIAHOCTI B YKPAIHI LLNIAXOM
®OPMYBAHHA NMOTYXXHOIO
CEPEOHbLOI'O KNACY

AkmyanbHicmb memu docnidxeHHs. Ha dymky nepe-
8aXHOI binblwocmi 84YeHUX, Jlule 3Ha4yHe KinbKicHe 3poc-
maHHs ma egekmusHa OisnbHicmb cepedHbo20 Knacy 0o-
3eon15imb YKpaiHi Habnu3umuck 00 MixXHapoOHUX cmaHdap-
mie sikocmi Xumms.

YkpaiHa nompebye po3pobku eghekmusHux 3axolige
3MeHWweHHs macwmabie 6idHocmi wisaxoM opMyeaHHs
1omy»Ho20o cepedHb020 Kracy.

Mocmanoeka npobnemu. Ocobrnueocmsimu 6idOHocmi e
YKpaiHi € 3HayHe CKOpo4YeHHs1 pearbHux 0oxodie binbuiocmi
npayroro4ux ocib, ski npu ubomy 36epiearoms 8iOHOCHO 8UCO-
Kul couianbHUll cmamyc, a makox 3Ha4yHa pi3HuUs y doxodax
MiK Halilbazamuwiumu i HatbiOHIWuUMU epomadsHamu.

AHani3 ocmaHHix docnidxeHb i nyb6nikayit. SHaqyHul
8HECOK Yy pPO38UMOK MUMaHHs1 hopMy8aHHs ma OyHKUIOHY-
8aHHS CepedHb020 K/acy ma 3HUXEHHSI pieHsi 6idHocmi
3pobunu eidomi e4eHi €. onosaxa, B. Nowosckka, E. fli6ba-
Hosa, O. Makaposa, M. MiweHko, M. [aHiHa, T. PyOHuybKa,
J1. YepeHbko ma iHuwi.

BudineHHs1 HedocnidxeHUXx YacmuH 3a2asibHol npo-
6nemu. Y moli xe 4ac ocobnusocmi 8imyu3sHsiHoOi 6ioHocmi
ma cepeldHb020 Kracy He 003eossitomb Modesioeamu dep-
JKagsHy rnosnimuky, npoaHo3yeamu yrpaesliHChbKi pitueHHsT U ix
Hacnidku, 30ilicHroeamu OUyjiH8aHHs1 eghekmusHocmi Oep-
)KagHO20 yrpassliHHS moujo.

MocmaHoeka 3aedaHHs1. OCHOBHUM 3a8daHHsM € OoC-
TIOXKEeHHS MOXugocmi 3MeHWeHHs1 Macwmabig 6ioHocmi &
YkpaiHi wrnsxom ¢hopmMysaHHSI MOMYyXHO20 CcepedHbo20
Krnacy 3 Memok 8upobrieHHs1 HanpsiMie yOOCKOHaneHHs
OepxxasHoi nonimuku y 3a3HadeHit cgepi.

Buknad ocHoeHO20 Mamepiany. Y cmammi po3sens-
Hymo ocobsiueocmi gpopmyeaHHs1 cepedHb020 Kacy 8 Ykpa-
iHi. MposedeHo aHania cmaHy 6iOHocmi. 3anpornoHogaHo
Hanpsimu 800CKOHaseHHs1 Oep)kasHoi MosimuKu, fKi cmeo-
psmb ymosu Orisi 3HUXEeHHS macwmabie 6idHocmi ma gop-
My8aHHS1 MOMYXHO20 CepedHb020 K/1acy.

BucHoeku. Peanizauisi 3anpornoHogaHux 3axodig y
cepepi nonimuku Aoxodig i coyianbHO20 3axucmy cmeopums
yMosu Orsl 3MeHWeHHs1 Macwmabig 6i0Hocmi wiisixom ¢hop-
MYy8aHHSs1 MoMYXH020 cepeOHbO20 Kracy 8 YKpaiHi.

Knroyoei cnoea: cepedHili knac; 6i0Hicmb,; nonimuka
doxodis; couianbHa nonsipulauis; demoHoronizayisi; deori-
2apxizauisi.

Urgency of the research. The middle class is the main part of the social structure of a democratic
society with a developed market economy. Instability in the socio-economic and political spheres in
Ukraine complicates the process of the powerful middle class formation and reducing poverty. Mass
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poverty and excessive inequality reduce the public trust in the government and endanger the social
stability and national security of the state.

According to the vast majority of scientists, only a significant quantitative growth and effective mid-
dle-class activity will allow Ukraine to move closer to the international standards of quality of life. Thus,
the task is to make the middle class not only grow up quantitatively and improve qualitatively, but also
take an active part in the civil society formation and not be alienated from the process of the govern-
ment formation. Then it will become the locomotive of economic and social progress.

Target setting. The world experience shows that the middle class formation depends on the stable
processes associated with sustainable economic growth, promoting the development of small and
medium-sized businesses, reducing social polarization of society and raising the educational and qual-
ification level of citizens. At the same time, in 2017 Ukraine remains among the top ten poorest coun-
tries [1], 60% of Ukrainians are below the poverty line [2], that is, we can talk about mass poverty, be-
cause it relates to entire strata and groups of the population. Even according to official statistics, the
poverty rate for families with 3 children — 49%, among employed persons - 18.9%, among children
under the age of 18 - 29.3%, and among pensioners - 21.2% [3]. So there is a high incidence of pov-
erty and the social structure of society is far from optimal.

In Ukraine, the poverty peculiarities are a significant reduction in the real incomes of the majority of
employed persons, who, at the same time, maintain a relatively high social status, as well as a signifi-
cant difference in incomes between the richest and poorest citizens. Thus, according to experts [4],
the inequality between 1% of the wealthiest people and 50% of the poor population for Ukraine is 44.5,
for Kyiv - 95.1, and for Europe this figure is 11.7. It should be taken in account that oligarchs-
monopolists and the most influential corruptors are out of official statistics, since most of their reve-
nues are transferred to offshore accounts. From 1991 till 2016 USD 148 billion have been transferred
from Ukraine to offshore accounts [5] that is equal to the size of five state budgets of Ukraine in 2017.

Actual scientific researches and issues analysis. Such well-known scientists as Ye. Holovakha,
V. Hoshovska, E. Libanova, O. Makarova, M. Mishchenko, M. Panina, T. Rudnytska, L. Cherenko and
others have made a significant contribution to the development of the issue of formation and function-
ing of the middle class and the poverty reduction.

Uninvestigared parts of general matters defining. There is no clear definition of the middle class
among scientists. According to the classical approaches, the middle class consists of small and medi-
um owners, farmers, managers, government officials, scientists, doctors, lawyers, a highly paid part of
engineers and technicians, freelancers, etc. The main criteria of the middle class are: economic inde-
pendence (income level, immovable and movable property); the potential of social mobility; characteri-
zation of status aspects of lifestyle (level and quality of consumption, living environment, leisure, circle
of communication, values, social mood); high self-esteem based on awareness of one’s significance in
the public life [6].

At the same time, the peculiarities of domestic poverty and actual nominal belonging to the middle
class of typical representatives of certain professions create a deformed picture of the real state of the
social structure of society and the number of social groups. The ambiguous interpretation of the mid-
dle class complicates the definition of its place and role in social processes, does not allow to simulate
the state policy, to predict management decisions and their consequences, to evaluate the effective-
ness of state administration, etc. Therefore, we pay particular attention to the study of the current state
of the middle class, without which it is impossible to consolidate the society and reduce the depth and
extent of poverty.

The research objective. The main objective is to study the possibility of reducing poverty in
Ukraine through the powerful middle class formation in order to develop directions for improving the
state policy in the area of income and social protection.

The statement of basic materials. In the analytical report to the Annual Message of the President
of Ukraine for 2017, it was recognized that "... the reform of the state income policy" was long overdue
[7]- Indeed, this is a very topical issue; at the same time, real state policy measures are largely in con-
tradiction with the stated goals. Let's consider some of them.

After rising energy tariffs, the majority of the population began to receive multibillion state subsi-
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dies, but in fact the final beneficiaries of this system became oligarchs-monopolists, who are the own-
ers of energy supplying companies.

The Ukrainian state is increasingly spending on the business support. The planned annual ex-
penditures for economic activity in 2017 amounted to UAH 97 billion (or 3.4% of GDP) [8]. At the same
time, the lion's share of these funds is directly or indirectly received by the enterprises that are owned
or controlled by oligarchs-monopolists, and small and medium-sized businesses receive a little.

In 2017 the government of Ukraine has increased its state debt up to UAH 2 trillion, which is 80%
of Ukraine's GDP, including due to the recapitalization of Privatbank in the amount of UAH 155.5 bil-
lion, as one of the oligarchs-monopolists withdrew USD 5.7 billion from PrivatBank [9], the taxpayers
will repay this debt for many years.

At the regional level, there are a large number of business structures associated with officials of
various levels, as well as with judges, prosecutors, law enforcers, customs officers, etc., who success-
fully work under their protection in non-competitive conditions, causing not less harm to the country
than oligarchs-monopolists.

If we consider the events of the Crimea annexation and hostilities in Donbas through the prism of
income policy, it should be noted that one of the main reasons for such course of events was that the
level of average salaries and social guarantees in Russia has been and remains higher than in
Ukraine. According to Doing Business rating, for three years of reforms Ukraine loses Russia in terms
of the business environment development [10]. It is a comfortable business environment that is essen-
tial for the powerful middle class formation in Ukraine.

For solving the problems with the Crimea and Donbas there is a striking example for Ukraine that is
based, first of all, on an effective income policy. The rapid development of the economy of the Federal
Republic of Germany in the postwar period, high levels of income and social standards led to the
massive escape of citizens from the socialist Germany, and eventually to the fall of the Berlin Wall and
the accession of the German Democratic Republic to the Federal Republic of Germany.

We come to the conclusion that the real income policy in the times of Ukraine's independence
worked as above, that is, the society is poor and deeply polarized in terms of incomes, and the income
policy works for the benefit of oligarchs-monopolists that obviously does not contribute to the middle
class formation and reducing poverty.

In the Message of the President of Ukraine to the Verkhovna Rada (2017) it is said: "In Ukraine, a
creative post-industrial class of the carriers of such European values as freedom, responsibility and
activity was formed" [7]. Obviously, this is a middle class, because in our point of view, the middle
class has played the main role in the Revolution of Dignity.

According to E. Libanova, only 10-12% of citizens of Ukraine meet the peculiarities of the middle
class in Ukraine [4]. Thus, unlike developed countries, first of all European, where the middle class is
50-70% of the population, in Ukraine there is a small number of it. And the main reason for this, in our
opinion, is that the strengthening of the middle class contradicts the long-term interests of the Ukraini-
an political elite, since with the appearance of the powerful middle class there will be an active player
who will defend the civil society’s interests and control the actions of the ruling elite.

In the formation of the powerful middle class in modern conditions, it is important to realize that by
its nature it is always a social subject interested in supporting social institutions, first of all - the institu-
tion of law. In the quest for the stability of society, the middle class is always interested in preventing
its polarization by any peculiarities, that is, in ensuring social solidarity and the rule of personal rights.

In the above-mentioned Message, the President of Ukraine said that the middle class needs sup-
port. In addition, it has been stated that all tax and budget innovations should be aimed primarily at the
middle class development [7].

We believe that reforms of income and financial policies, fiscal and judicial reforms are extremely
necessary for the real support of the middle class. Among the primary means of supporting the middle
class there are: the real fight against corruption, the adequate labour price establishment, the creation
and promotion of a positive image of the middle class.

The income policy in Ukraine can be recognized as effective when the primary fiscal re-distribution
of income will work in favour of the powerful middle class formation through the transition of the bulk of
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the poor population to its ranks. The main way is the gradual transition of the poor population to the
middle class against the background of the demonopolization and deoligarchization.

Defining the tactical steps to reduce poverty, it should be noted that in 2016 the Poverty Reduction
Strategy, which is expected to be implemented by 2020, was approved. The main objective of the
Strategy is to gradually reduce poverty, social exclusion and to introduce new mechanisms for its pre-
vention. The goal will be achieved through the implementation of a number of directions and tasks.

We propose some clarifications and accents to the measures defined in the Strategy, as well as
modern approaches to solving these problems, taking into account the tendencies of the European
social policy, under the European Social Charter, European Social Security Code, Europe 2020 Strat-
egy, Association Agreement between Ukraine and the EU, Strategy of Sustainable Development
“Ukraine-2020” and other documents.

First of all, it is important to end the military conflict in Donbas. All efforts shall be aimed at achiev-
ing a sustainable economic growth in Ukraine, which includes increasing the competitiveness of the
economy on the basis of its modernization, ensuring productive employment, creating modern work-
places with decent wages and implementing a balanced redistribution of public goods. The solution of
these problems is not only at the political and economic levels. We also need changes in the public
consciousness - it is important to form new standards of social justice, to abandon the philosophy of
state paternalism, social dependency, consumer behaviour and making the populist decisions in the
social sphere.

In defining further ways to overcome poverty and form the middle class in Ukraine, one should first
of all proceed from the premise that the working-age population should be provided with work and de-
cent wages that will eliminate poverty among employed citizens and significantly reduce the poverty
rate among socially vulnerable groups of the population. In this regard, the main task of reducing pov-
erty should be the conditions creation for "social elevators", which will be manifested through:

e ensuring a more efficient spending of public finances in the social sphere (nowadays the distribu-
tion of budget funds by different spending units and budgeting levels often leads to duplication of social
functions; it is important to strengthen the provision of targeted assistance);

¢ implementing a reasonable and socially fair model of social standards and guarantees (in particu-
lar, the revision of the methodology for calculating the subsistence minimum is relevant); creation of an
effective pension system for current and future pensioners;

e introducing compulsory medical insurance;

o fundamental reform of the benefits system - creation of a system for monitoring the total income
of each beneficiary, benefits monetization;

e decentralization of funding for institutions and establishments providing social services - the con-
centration should be where it is needed,;

e implementing a unified information and analytical system of social protection for the formation of a
register of recipients of various types of assistance and benefits, establishing an information exchange
between executive authorities when appointing targeted types of pensions and benefits in order to verify
the real incomes of beneficiaries and confirm the right to receive benefits;

e creating an effective system of complex rehabilitation and social adaptation, monetary and hous-
ing support for ATO participants; forming the Unified Information Database of Internally Displaced Per-
sons, providing the socio-psychological and material support;

e increasing the role and interaction of local self-government bodies and non-governmental organi-
zations, volunteers, international partners; developing the public-private and civil partnership in the social
sphere.

The implementation of these measures is a necessary condition for reducing poverty in Ukraine.
However, it should be remembered that in 2001 the President of Ukraine already approved the "Strat-
egy for Overcoming Poverty", but the results turned out to be negative. It is obvious that only using
measures that improve the social protection system the poverty problems cannot be overcome. It is
also necessary to introduce a complex of measures in all spheres of life of the Ukrainian society, the
most important of which, in our opinion, are:
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e demonopolization and deoligarchization of the Ukrainian society;

e achieving macroeconomic stability and sustainable economic development, which include infla-
tion of less than 10% per annum, stability of the hryvnia and sustainable GDP growth;

e achieving the level of minimum wages, minimum pensions and subsistence level in the short term
higher than in Russia, and in the medium term achieving the level of basic social standards close to the
average European ones;

e real decentralization, including budget one;

¢ elimination of selective state support for individual enterprises that leads to the formation of privi-
leged businessmen and others who bear "the full burden of official and unofficial payments" [4];

¢ introducing the international accounting standards and insuring the transparency of capital flows;

e maximum incentives of employment and active incomes, in particular due to higher rates of pas-
sive income taxation;

e replacing the individual income taxation with the household (family) income taxation, as is cus-
tomary in many European countries; introduction of a progressive scale of income taxation from 10% to
40%;

¢ eliminating the practice of manual control (introduction of the electronic VAT Refund Register in
2017 is the most successful and fundamental reform that has stopped the operation of fraudulent tax
shelters);

¢ introduction of real criminal liability for non-payment of taxes and for transferring the profits to off-
shore accounts;

e carrying out the judicial reform, which will guarantee the protection of legally obtained private
property, protection of small and medium businesses;

e ensuring the legalization of shadow revenues obtained from the property and business through
improving the accounting and reporting systems, the creation of the property database that can be used
to generate income;

¢ introduction of a rigid control system of costs and benefits in order to prevent large-scale unregis-
tered incomes;

e increasing the revenues of state and local budgets at the expense of a significant expansion of
the tax base that is possible only in case of significant increase in the business income, which automati-
cally leads to growth and development of the middle class;

e demonopolization of key infrastructural sectors of the economy;

e state guarantees for the citizens’ savings and pension savings in the currency equivalent that will
become a powerful source of investment in the national economy.

Conclusions. The implementation of the proposed measures in the income policy and social pro-
tection will create conditions for reducing poverty through the powerful middle class formation in
Ukraine.
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INSTITUTIONALIZATION OF INNOVATION
TRANSFORMATIONS OF AGRICULTURAL
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Urgency of the research. Competitive development and
ensuring of economic security of the country determine the
need for intensification of the innovation process in agricultural
and industrial production. The achievement of these
imperatives is due to their institutionalization, which
determines the relevance of the research topic.

Target setting. Due to the lack of a systemic base for the
development of agricultural and industrial production, the pri-
orities of the industry are uncoordinated, there are no results
of innovative changes. It is the institutionalization of innovation
transformations, ensuring of the systematic interaction of insti-
tutes can certify the achievement of strategic priorities for the
development of agricultural and industrial production.

Actual scientific researches and issues analysis. In-
strumentation of institutionalism for the formation of the con-
ceptual regulations of innovative development and determina-
tion of its determinants were used by A. Balyan, O. Datsiy,
L. Kurilo, 1. Kostyrko, P. Sabluk, M. Malik, S. Tivonchuk,
L. Fedulova, O. Shpykulyak, O. Shubravska.

Uninvestigated parts of general matters defining. The
need to define conceptual regulations for the formation of
innovation development leads to further study of the problems
related to the methodology of institutional transformations and
the peculiarities of the institutional security.

The research objective. The purpose of the article is to
determine the peculiarities of institutionalization of innovative
transformations of agricultural and industria production,
its characteristic features and constituent elements.

The statement of basic materials. The article
substantiates the importance of developing innovations in the
agrarian sector to ensure the country's food security. The
purposefulness of innovation development on the basis of
implementing innovative policy tools leads to the introduction
of regulatory, signalling and stimulating institutions.

Conclusions. To ensure the activation of the innovation
process, it is necessary to develop an appropriate institutional
mechanism that is capable of implementing the priorities of
innovation development at the level of the industry and re-
gions and the growth of producers’ innovation activity.
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IHCTUTYLIIOHANI3ALIS IHHOBALIMHUX
TPAHC®OPMALIA ArPONPOMMUCIIOBOIO
BUPOBHULITBA B KOHTEKCTI
3ABE3MNEYEHHA EKOHOMIYHOI BE3MEKU

AxkmyanbHicmb memu docidxeHHs1. KoHKypeHmocrio-
POMOXHUU pO38UMOK ma 3abe3nevyeHHs1 eKOHOMIYHOT 6e3neku
KpaiHu obymosentorome nompeby 8 akmusizauii iHHo8auiliHoO20
npoyecy 8 azporpomMucsio8oMy eupobHuumsi. [JocsieHeHHs
3asHadyeHux iMrepamusie rog’sisaHe 3 ix iHcmumyujoHarni3a-
uito, Wo 3yMoerire akmyarsbHicmb memu O0CTOKEHHS.

Mocmanoeka npobnemu. HYepes sidcymHicms cucmem-
HOI OCHOBU pPO3BUMKY &2pPOMPOMUCI08020 BUPObHUUMEa
Hey3200)KeHUMU rocmarome fpiopumemu po38umky 2arsys3i,
8idcymHi pe3ynbmamu iHHO8auiliHUX nepemeopeHs. Came
iHcmumyujoHanizauis iHHosauiliHUX nepemeopeHb, 3abesrne-
YeHHs1 cucmeMHoi 83aeMo0dil iHcmumymie moxe 3abesnedumu
docsizHeHHs cmpameaidHuX npiopumemis po3eumKy agpori-
pomucio8oeo 8UpobHUYMea.

AHani3 ocmaHHix docnidxeHb i ny6nikayid. IHcmpy-
MeHmapil iHcmumyui-oHanismy Onsi opMy8aHHsI KOHUenmy-
anbHUX O/I0XKEeHb IHHOBaYilIHO20 PO3BUMKY ma 8U3Ha4YeHHs
tioeo demepmiHaHmM sukopucmosysanu A. bansaH, O. Hauid,
J1. Kypuno, I. Kocmupko, 1. Cabnyk, M. Marnik, C. Tu8OHYYK,
J1. ®edynosa, O. LUnukynsk O. LLlybpaschka.

BudineHHs1 HedocnidxeHuUx 4YacmuH 3a2allbHoi npo-
6nemu. HeobxiOHicmb 8U3HaYeHHs KOHUEernmyasbHUX [10J10-
JKeHb (bOpMyeaHHsI IHHO8aUilIHO20 PO38UMKY 3YMOSJIHOE 10-
OQanbwe 8us4YeHHs1 nMpobreM, Wo cmocylomscs Memodonogii
iHCmumyuj-oHanbHUX mpaHcghopmayit ma ix iHcmumyuioHa-
T1bHO20 3a0€e3MeYeHHs.

MocmaHoeka 3aedaHHs. Memoto cmammi € 8U3Ha4YeHHS
ocobnueocmeti iHCmMumyuioHanizauii iHHo8auyiliHUX mpaHc-
gopmauili aeporpomuciogoeo 8upobHuuymea, ii xapakmep-
HUX 03HaK i ckrradosux efleMeHmis.

Buknad ocHoeHo20  Mamepiany. B cmammi
06rpyHmMosyembCsi  8axnusicmb pPO3BUMKY iHHosauili 8
azpapHili cepepu Onsi 3abesneqeHHs pPo0o8obYoi besneku
KpaiHu. LlinecrnipsmosaHicmb iHHOBaUilIHO20 PO3BUMKY Ha
OoCHO8I pearnisauii IHcmpymeHmie iHHo8auiliHOI rnonimuKku
3YMOB/II0E  3arpo8adeHHs1 Pe2yslioYuxX, CUu2HanbHUX |
CMUMYITOIYUX IHCmuUmyuii.

BucHoeku. []na 3abesneyeHHs akmusisauil iHHosauiliHo2o
npoyecy HeobxiOHa po3pobka 8i0nosioHo20
iHecmumyujoHarnbHO20 MexaHi3My, siKul 30amHuli peanisysamu
npiopumemu  iHHoBauiliHO20 pPO3BUMKY Ha pieHi 2anysi i
peeioHie ma 3pocmaHHs iHHosayiliHoI akmugHocmi 8UPOBHUKIB.

Knro4voei cnoea: azpornpomucriose 8upobHUUMBO; iHHO-
eayjisi; IHHoeaujlHuUl pPo38UMOK; I[HHO8auiliHi npiopumemu;
iHcmumyujoHanizauisi.
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Urgerncy of the research. In recent years, the growth in the agrarian sector, which was the result
of concentration of land use, the intensification of production and the expansion of the export potential
of agricultural production, is recognized in Ukraine as an unconditionally positive trend, which contrib-
utes to the emergence of the economy from a crisis state. However, the contradictions of the achieved
indicators, significant deformations and negative tendencies of agricultural development are ignored.
An increase in the export share of cereals and oilseeds confirms the image of the country as a suppli-
er of raw materials. Growth of the income of grain traders, agriholdings, processing enterprises and
other intermediaries increases the financial exhaustion of agriculture, limits prospects of development,
self-development of rural territories and communities, and the degradation of certain segments of the
rural economy are threatening the country's economic security.

The changes that have taken place in the economic development of the leading countries have
witnessed their transition to an innovative model of development. Innovative improvement of
production, the ability to offer the consumer goods and services new, previously unknown type,
became the general law of modern competitive practices [1, p. 32-32]. At the same time, the available
theoretical approaches, methods and tools for implementing the innovation process in the agrarian
sector are not always adequate to the growing needs and expected results of innovation development.

Target setting. The current state of development and the weakness of the innovation process in
agroindustrial production do not meet the expectations of becoming a potentially competitive sphere.
Innovation process is characterized by the limited introduction of modern technologies, the
predominance in the practice of agroindustrial production of resource consumption schemes of
production activity; insufficient development of progressive directions of innovative development;
orientation of innovative activity of domestic agrarians mainly on the introduction of new varieties and
hybrids of agricultural crops, breeds of animals, veterinary means, bacterial starter material in food
production; limited biotechnology research; the growth of innovation import dependence, the lack of
holistic perception of the organizational structure of the development of the innovation process.

There are no effective organizational forms of the innovative activity in the agrarian sector (agricul-
tural research parks, agricultural technology parks, agribusiness incubators, agroindustrial territorial
innovation centers, etc.), which narrows or completely eliminates the possibility of introducing domes-
tic innovations created there. Due to the lack of a systemic basis for the development of agro-industrial
production, the priorities of the industry are uncertain and uncoordinated; there are no results of inno-
vative and structural changes in the agrarian sphere. It is the institutionalization of innovation trans-
formations, ensuring the systematic interaction of institutes of innovation development can ensure the
achievement of strategic priorities for the development of agroindustrial production.

Actual scientific researches and issues analysis. In scientific studies, the institutionalization of
innovation is considered in various aspects: as a process of creating stable forms of interaction on the
basis of formalized norms, laws, customs; as legal and organizational consolidation of interactions,
relations, forms of behavior in society; as the process of forming elements and components of the so-
cioeconomic institute; the creation of economic subjects of a favorable environment for the implemen-
tation of the broad spectrum of constructive potential development opportunities in the form of legal
norms through the economic and legal regulation of the wielder of power [2, p. 34-35]. In the agrarian
sphere, 1. Kostyrko [3], P. Sabluk, M. Malik, S. Tivonchuk, L. Fedulova, O. Shpikulak [1; 4-5] used the
toolkit of institutionalism for the formation of conceptual provisions of innovative development and de-
termination of its determinants. Outstanding domestic scientists such as A. Balyan, O. Datsiy, L. Ku-
rilo, O. Shubravska have dedicated their researches to the innovation development, institutional provi-
sion of the activation of the innovation process in agro-industrial production [6-7].

Univestigated parts of the general matter defining. The low activity of the innovation process in
agroindustrial production, the need to determine the conceptual provisions for the formation of innova-
tion development necessitate further study of the problems related to the methodology of institutional
transformations and the mechanisms for their implementation and the peculiarities of the institutional
provision of innovation development in the agrarian sector of the economy.

The research objective. The purpose of this article is to determine the peculiarities of institutionaliza-
tion of innovative transformations of agroindustrial production, its features and constituent elements.
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The statement of basic materials. Agriculture of Ukraine is one of the few branches of the do-
mestic economy, which potentially has undeniable competitive advantages on the foreign market.
However, the agro-food sector in many positions is still not competitive. It can be stated that many
tendencies of the development of the modern Ukrainian agrarian sphere are controversial, sometimes
seemingly mutually exclusive. These contradictions were the result of the not-well-thought-out eco-
nomic, in particular, agrarian policy of our state in recent years, which often did not contribute to the
efficient work of agriculture, as well as the unfavorable institutional environment.

The research of ontological prerequisites for the development of innovations of agroindustrial pro-
duction proves that obstacles for innovative activity of agrarian enterprises are ineffective legislative,
law enforcement, judicial power, their asymmetry; existing economic order, which creates additional
expenses of innovation activity and is unfavorable to innovations; high transaction costs of innovation
activity; the domination of short-term interests over long-term business entities; lack of infrastructure
and personnel; institutional problems of micro and macro levels. There is no proliferation of effective
organizational forms of innovation in agro-industrial production, which narrows or completely elimi-
nates the possibility of introducing the created domestic innovations.

Innovative theories developed by modern science differ in categorical characteristics of innova-
tions, argumentation in substantiating the transformational influence of innovations on economic dy-
namics, the treatment of static and dynamic characteristics of innovations in changes, specification of
research in the areas of scientific and technological progress: technical and technological improve-
ments and economics: the essential effectiveness of system organizations, the basis of which is based
on the productivity of innovation [8, pp. 18-20].

Institutionalization involves the creation of economic institutions that provide a rational coordination
of economic behavior of subjects of the innovation process and various structural entities. According
to T. Veblen, the institution by its nature has the properties of "continuity" (imitation), since it is a self-
sustaining and self-replicating phenomenon. Biological gene is a structure that transmits hereditary
information, such transmission passes through simulation and learning [9, p. 50]. In this context, J.
Hodgson argues that the distinctive feature of the new institutional economy is that institutions influ-
ence the behavior of individuals mainly as a constraint [10]. Institutional rules do not just form beliefs,
they also structure processes by which a special additional meaning of mental processes is estab-
lished. There is also an alternative approach that belongs to A. Denzau and D. North [11 p. 3-31] Ac-
cording to this approach, the institutions are external mechanisms that individuals create for structur-
ing and ordering the environment. Disclosing the synergistic nature of innovation, researchers empha-
size that modern innovations are the most complex and self-organized systems [12, p. 224]. The core
of such innovation-systems is recognized as new knowledge, as a substantive process and the result
of human cognition. Knowledge acts as a synergetic core of innovation, determines their nature.

Based on the study of the genesis of the innovation theory, the institutional foundations for the de-
velopment of innovations, the categorical content of the institutionalization of innovations as a process
of forming a set of interconnected institutions (signal, regulatory, stimulating) that determine the inno-
vation environment, structure the interaction of the subjects of the innovation process and ensure the
purposefulness of innovative development. Signaling institutions coordinate the actions of individual
economic entities with formal norms in the innovation sphere and are embodied in innovative priorities,
policy statements, expert conclusions, funding of fundamental research, state guarantees and the ac-
tivities of innovation centers and development institutions. Regulatory institutions are aimed at regulat-
ing the innovation process, they function through licensing, patenting, direct financing of research,
public procurement, technology transfer. Stimulating institutions form economic incentives for busi-
nesses to innovate and are represented by tax incentives, venture financing, concessional lending,
infrastructure of technology parks and business incubators.

At the level of the institutional organizational structure, the development of innovation infrastructure is
important; organization of the innovation process based on a modern, rather than a linear model;
information and staffing, improvement of the regulatory framework of the innovation sphere. In order to
function in the institutional environment, it is necessary to introduce measures to minimize the impact
and eliminate institutional traps: eliminating of destructive institutions and institutes, the implementation
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of effective incentives for innovation, minimization of innovation risks, streamlining of formal rules that
regulate the creation and use of intellectual products, ensuring of the efficiency of budget funds in
innovation sphere.

Based on most studies of modern institutionalists, we can distinguish three types of influence of in-
stitutions on economic behavior, which can be expressed through the functions of institutions
[13, p. 11-12], in particular: the restrictive function (restricts the economic behavior of economic actors)
information-cognitive function ensures the perception of information, in the absence of institutions,
would not be perceived as relevant), a teleological function: realized as a result of the fact that institu-
tions influence the final p results of, sought by economic actors (this function generates a motivation).

A special aspect of the development of the innovation theory is the consideration of the question of
the interrelationship of institutions and the innovation resource lies in the plane of the management
system. In this context, the interaction of the innovation resource and institutions in the system of
management of innovation development (macro-, meso-, microlevel) is directly manifested through
organizational innovations and is seen as the end result of the process of creating, disseminating and
applying new knowledge on doing business, and institutions as rules and forms of innovative interac-
tions aimed at the implementation of innovative solutions in the socio-economic system of the appro-
priate type, resulting in innovation the development of economic systems on the basis of a qualitative
change in its functioning during the transition to a new technological level [1, p. 31-32].

Existing institutions form framework conditions and incentives that define a certain trajectory where
the innovation process is carried out. If incentives are productive, then there is a development of tech-
nologies and forms of organization of production, new markets are formed. If such incentives are inef-
fective, an "institutional trap" arises that acquires a self-sustaining nature and leads to the emergence
of pseudo-innovations or quasi-innovations, an imitation form of the innovation process, technological
backwardness of the economy.

To realize the potential of agricultural science and commercialize its results, it is important to attract
innovation and entrepreneurial structures that will work in agreement with the developers of
innovations and combine the interests of different subjects of the innovation process. This process will
be facilitated by the formation of a unified research and production network that will unite sectoral and
territorial innovation structures and will operate on the basis of public-private partnership. Taking into
account the basic principle of innovations development regulation (institutional system), priority is
given to the integration of cluster regional structures and their integration with the infrastructure links of
a single research and production network (for example, Innovation Park), which consolidates the
motives and resources of the participants and mobilizes the potential of the entities. innovation
process for the implementation of the strategic goal.

Conclusions. The development of innovations in agricultural and industrial production is an important
prerequisite for the formation of food security of the country, the economic growth of the national economy
and the increase of competitiveness of agriculture and quality of life of the rural population.

Innovations, gaining an important role in economic development, gradually received organizational
arrangements, which in the future allowed to predict and direct innovation development. Such changes
became possible due to the institutionalization of innovation, which determined the innovation
environment, structured the interaction of subjects of the innovation process and ensured the focus of
innovation development.

From the point of view of ensuring the systematic institutional regulation of innovation
transformations, we consider that it is necessary to define the target development priorities that should
be put into the concept and strategy of innovative development of agricultural and industrial
production. Implementation of the priorities requires the introduction of regulatory influences at all
levels of the institutional organization. The systemic principles of institutional regulation of the
innovation development determine the use of a program-targeted approach, which will ensure the
implementation of state, sectoral and regional programs for innovation development. Within the
framework of state programs, the mechanism of implementing the strategy becomes more detailed,
measures and sources of financing are determined. Regional strategies for the innovation
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development of agricultural and industrial production must conceptually correspond to the program

documents belonging to higher statuses.

The implementation of the innovative potential of agricultural science, its integration into the market
environment, requires the need for a scientific, technical and innovation partnership, programmatic
and targeted support for the development of production of priority innovative products, transfer
technology support for innovation within a single research and production network.
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IMPLEMENTATION OF MANAGERIAL
INNOVATIONS IN THE SYSTEM
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Urgency of the research. The activation of transforma-
tional processes in foreign economic relations and the need
to find new markets for the sales of Ukrainian industrial en-
terprises will determine the urgency of developing new ap-
proaches to ensuring their economic security through the
use of innovative management tools and techniques.

Target setting. Standardized approaches to the consid-
eration of managerial innovations do not meet the modern
requirements of flexible management of enterprises, which
causes the need for innovative changes in the management
system of enterprises of various fields, which should focus
on the practical implementation of the basic provisions of
economic security of economic entities.

Actual scientific researches and issues analysis.
Such scientists as Yu. Pohorelov, A. Varela-Vaca, R. Gasca,
K. Judith and others, made a significant contribution to the
study of the theory and methodology of economic security of
economic entities.

Uninvestigated parts of general matters defining. At
the same time, the lack of scientific papers highlights the
peculiarities of the introduction of a safe-oriented manage-
ment of foreign economic entities. Innovative managerial
approaches to the direct implementation of security-oriented
management are required.

The research objective. Formation of a driver for the
implementation of security-oriented management of foreign
economic activity of enterprises, as managerial innovation
and formalization of the process of its implementation.

The statement of basic materials. The selection of the
driver for the implementation of security-oriented manage-
ment is proposed and the specificity of its formation within
the three areas of management - security-oriented, risk-
oriented and traditional (bureaucratic) approaches is
grounded.

Conclusions. Innovation in management should main-
tain the flexibility and efficiency of the management system
both as a whole and its components, accordingly, the formal-
ization of the implementation process of safe-oriented man-
agement of foreign economic activities of enterprises will be
carried out at the expense of appropriate management deci-
sions within the main process-functional elements.

Keywords: managerial innovations; foreign economic
activity; security-oriented enterprise management; manage-
ment mix; driver.
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PEANI3AUISA YMPABJIHCbKUX IHHOBALIIW
B CUCTEMI 3ABE3MNEYEHHA EKOHOMIYHOI
BE3MEKU CYB’EKTIB
30BHILUHbOEKOHOMIYHOI AIANBHOCTI

AkmyanbHicmb memu OociOxeHHs. Akmusisauisi
mpaHcghopMaUitiHUX MPoUecie y 308HILLIHBOEKOHOMIYHUX 8i0-
HOCUHaXx | HeOBOXIOHICMb MowyKy HO8UX puHKig 36ymy npooyK-
Ui yKpaiHCbKUX rpomuciiogux nidnpuemcms 00yMOslomb
akmyarbHicmb ghopmysaHHs1 Hogux rioxodie 0o 3abe3rnedeH-
HS1 iX eKOHOMIYHOI 6e3reKu 3a paxyHOK 3acmocy8aHHs iHHO-
8auiliHuX yrpaeniHCbKUX iHCmpyMeHmie ma MermoouK.

lMocmaHoeka npobnemu. CmaHOapmu3oeaHi nidxoou
00 po3znsidy ynpaerniHCbKUX iHHoeauili He eidnosidaromsb
cy4YacHUM 8uMoO2aM eHy4K020 yrpaesiiHHSA nidrnpuemcmeamu,
wo obymosnoe nompeby 8 iHHogauiliHUX 3MiHax cucmemu
yrnpaeniHHs nidnpuemcmeamu pi3HUX cghep, SIKi MOBUHHI
opieHmMysamuchb Ha MpPakmu4yHy pearnizauilo OCHOBHUX r10-
J10)XKeHb eKOHOMIYHOT 6e3rneku cyb’ekmie 2ocro0apro8aHHs.

AHaniz ocmanHix docnidxeHb i ny6nikauyit. 3Ha4yHUl
8HeCOK y docridxeHHsT meopii ma mMemodornoaii eKOHOMIYHOI
be3rieku cyb’ekmig 2ocrodaprogaHHsI 3pobunu maki 84eHi, siK:
FO. lNoeopenos, A. Bapena-Baka, P. lacka, K. [xydum ma
iHwi.

BudineHHs1 HedocnidXeHuUx 4YacmuH 3a2asbHOI npo-
6nemu. Y mol xe yac HeQocmamHbO HayKo8UX fpaub 8u-
ceimnormes ocobnusocmi ernposadxeHHs1 6e3neKkoopieHmMo-
8aHO20 ynpassiHHs cyb’ekmamu  308HilIHLOEKOHOMIYHOT
dianbHocmi. lNompebyrompb docnidxeHHs iHHO8aUlHI yripas-
niHebKi nidxodu 0o bearnocepedHbOol pearnisauii 6esnekoopie-
HMOBaHO20 yrpassliHHS.

lMocmaHoeka 3aeldaHHs. PopmyesaHHsi Opalieepy pea-
nisayii 6e3rnekoopieHMo8aHo20 yrpaessliHHA 308HIWHbOEKO-
HOMiYHOK disinbHiCMI0 MidNpPUEMCMS, SIK YrpasiHCbKOI iH-
Hosauii ma ¢hopmarnisayisi mpoyecy to2o 8rnpo8adxKeHHs.

Buknad ocHoeHO20 Mamepiany. 3anporioHo8aHO 6u-
OineHHs1  Opalieepy peanidauii  6e3nekoopieHmogaHo20
yrpaerniHHsi ma obrpyHmosaHo crieyuchiky ioeo ¢hopmyeaH-
HS1 y Mexax mpbox cghep yrnpaeniHHs — 6e3nekoopieHmosa-
HO20, pu3uKoOpieHmMosaHo20 ma mpaduuitiHux (6ropokpa-
muyHux) nidxodie.

BucHoeku. [HHosauji 8 ynpaeniHHi MoguHHi midmpumy-
8amu eHydYKicmb ma orepamueHiCmb yrpaesiHCbKoi cuc-
memu 8 yinomy, mak i ii cknadosux, 6i0rnosioHo ghopmariza-
uiss npouecy erposadxeHHs1 beK3neKopieHmosaHo20 yrnpas-
TiHHS  308HIWHLOEKOHOMIYHOK  OisiribHiCMIO  nidnpuemMcme
byde 3dilicHI08anuCh 3a paxyHOK 8i0rno8iOHUX yrpasTiHCbKUX
pilWeHb y Mexax OCHOBHUX MPOUECHO-hyHKUIOHaIbHUX erfe-
MeHmis.

Knroyoei crnoea: ynpasniHCbKi iHHO8auil; 308HIWHbOE-
KOHOMIYHa OdisinibHicmb; 6e3rekoopieHmosaHe ynpasiiHHs
niénpuemcmeom; yrnpaeniHcbKul Mikc; Opadieep.




HaykoBuii BicHuk Moniccst Ne 1 (13), 4. 1, 2018 Scientific bulletin of Polissia Ne 1 (13), P. 1, 2018

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCIIO4APCTBOM

DOI: 10.25140/2410-9576-2018-1-1(13)-88-94

Urgency of the research. Transformation of socio-economic processes taking place in most coun-
tries of the world necessitates the formation of innovative approaches to the management of enter-
prises - subjects of foreign economic activity (SFEA). This position is based on the importance of en-
suring the economic security of enterprises in the conditions of growing turbulence of the external en-
vironment of their functioning, which is an extremely important component of the development of rela-
tions with foreign partners for domestic subjects of foreign economic activity.

Target setting. Standardized approaches to the consideration of innovations from the position of a
purely technological approach do not meet the actual requirements of flexible management of enter-
prises, which causes the need for innovative changes in the management system of enterprises in
various fields, which should focus on the practical implementation of the basic provisions of economic
security of economic entities.

In the field of management of foreign economic activities of domestic enterprises, innovation should
identify a security-oriented approach, because it changes the management priorities and the general
vision of the management process in the enterprise.

Actual scientific researches and issues analysis. In modern security studies such scholars as
Yu. Pohorelov [1], A. Varela-Vaca, R. Gasca [2], K. Judith [3] and others more often consider a securi-
ty-oriented approach or its elements in the general control system of the enterprise and its economic
security, in particular. However, this is where the new problems arise, since the provision of economic
security may conflict with the objectives of increasing economic efficiency (that is, the task of ensuring
profit and profitability of the enterprise as a whole and certain types of its activities), although most of
the innovations (including management) are facing a certain level of resistance to existing systems.

Uninvestigated parts of general matters defining. It should be noted that in studies on economic
security, the peculiarities of the implementation of the security-oriented management of the subjects of
foreign economic activity are not adequately highlighted. Accordingly, innovative management ap-
proaches to the direct implementation of security-oriented management are needed.

The research objective. The main task of the research is to create a driver for the implementation
of a security-oriented management of foreign economic activity of enterprises, as managerial innova-
tion and substantiation of expediency of its use by domestic enterprises - subjects of foreign economic
activity, taking into account the risk-oriented and traditional approach to enterprise management with
the formation of innovation management mix.

The statement of basic materials. The focus on managerial innovations in the field of economic se-
curity of foreign economic activity of domestic enterprises causes significant changes in the functioning
conditions of such enterprises and their importance for the national economy. Loss of traditional markets
and business partners in many sectors of the economy initiated not only the change of "international
benchmarks" in cooperation, but also the formation of the need to improve the existing management sys-
tem. Confirmation of the above hypothesis is the dynamics of foreign trade in goods and services with
countries from major integration associations (Tab. 1).

Table 1
Foreign trade volume indicators of Ukraine in goods and services with countries from major
integration associations (millions of US dollars)

EU countries CIS countries Other countries of the world
Export Imports Balance Export Imports Balance Export Imports Balance
2012 20688,1 29675,1 -8987,0 30722,4 35556,1 -4833,7 29485,3 24543,4 4941,9
2013 | 20159,0 30969,6 -10810,6 27362,2 29207,2 -1845,0 27311,1 23169,7 4141,4
2014 | 20383,0 24207,6 -3824,6 18890,8 18441,2 449,6 24833,0 18101,8 6731,2
2015 15339,5 18075,9 -2736,4 11335,9 11267,8 68,1 20128,8 13632,3 6496,5
2016 15781,9 19471,2 -3689,3 9665,6 9387,5 278,1 19437,9 15689,4 3748,5

Source: on the basis of [4, p. 12; 5, p. 12]

Listed in Tab. 1 data indicate a general decline in export-import operations, especially in 2015 and
2016. It is especially clearly evident in foreign economic activity with the CIS countries, which is
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caused by military actions in the East of the country and the severance of most economic ties with
Russia. Although there is no significant recovery in the field of foreign economic activity with the EU
countries. It testifies to the expediency of implementing innovative approaches in the field of manage-
ment of foreign economic activity and economic security of economic entities, one of which is a securi-
ty-oriented management considering traditional managerial methods, approaches and the tendency of
risk management (risk-oriented management).

In general, speaking about the conceptualization of security-oriented management in the research
of scientists of various fields and brunches, it is advisable to mention the following. Zachko O. [6] in
her thesis noted that the safe-oriented methodology of project and program management is an effec-
tive mechanism for managing the reformation and development of existing organizational and tech-
nical systems in the conditions of resource constraints, where the author basing on the review of liter-
ary sources, determined that current trends in the development of the theory of project management
indicate a gradual transition from management based on economic indicators to management based
on values ones, indicators of safety and social effect. [6]. The above shows the interdisciplinary and
cross-sectoral actuality of security-oriented management and the active search for new approaches by
researchers to ensure enterprise security and its development.

The author's position on the interpretation of a safe-oriented approach to enterprise management is
that it is aimed at achieving the desired state of security and effective (profitable) activity of the enter-
prise in the presence of the negative impact of external and internal environment, which is ensured by
the adoption of management decisions by different levels of management. The main elements of the
security-oriented management of foreign economic activity of enterprises are presented in detail in [7],
but the question of implementing the proposed approach in the enterprise management system and
the specifics of the process are not sufficiently detailed and require further research.

Since the objects of the security-oriented management of foreign economic activity are economic
security and foreign economic activity of the enterprise, and the subjects of management are the
management of the enterprise, the employees of the department of foreign economic activity and ser-
vices of economic security, the decision-making process concerning the economic security of the en-
terprise and its foreign economic activity, heterogeneous versatile impact is carried out.

While determining the managerial influence within such an object of management as the economic
security of the enterprise, the decision-making takes place in accordance with actual and potential
risks and threats of the enterprise's activity (observance of the safety criterion), ensuring the profitabil-
ity of the enterprise taking into account the negative impact of the environment (observance of the
profitability criterion) and the optimal balance between the state of safety and the profit from activity
(balance) is implemented.

Foreign economic activity, as an object of management, also presupposes compliance with the
safety criterion, which is realized through choosing the foreign markets and counterparties, and the
criterion of profitability - by securing access to foreign markets in order to maximize profits.

The subjects of management involved in ensuring the economic security of the enterprise and the
organization of foreign economic activity directly form the management influence on the criteria under
study, which manifests itself in determining the structural unit and responsible persons in ensuring
economic security and stimulating employees with a focus on the maximum financial performance of
the enterprise.

Theoretically everything is clear, however, as well as any innovation (especially managerial), a se-
curity-oriented approach can face a significant organizational impediment that is not only caused by
the reluctance of changes in the existing system and the additional division of responsibilities, but also
the specifics of managerial processes and the inclination of management to risk. The driver for imple-
menting such managerial innovation will be within the three areas - security-oriented management,
risk-based management, and traditional (bureaucratic) management approaches (Fig. 1).
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/\

1 — Security-oriented management

2 — Risk-oriented management

3 — Traditional (bureaucratic) managerial approaches

4 - The plane of forming a driver for the implementation of security-oriented
management

Fig. 1. Detection of the plane of forming a driver for the implementation of security-oriented manage-
ment in the existing management system

For the majority of domestic enterprises (especially of state ownership) the most common is the
traditional approach to management with strict regulation of processes and an attempt to minimize
risks. It is characterized by administrative methods and a clear hierarchy of decision making, which in
a dynamic environment forms a "time gap" between events and management responses, and there-
fore the flexibility and efficiency of managerial processes is lost.

A risk-oriented approach has a strong "behavioral® component and is used by risk management
companies. The benefits of such an approach are the speed of response to potential hazards and
threats and the prevention of risks arising from the adoption of management decisions, taking into ac-
count existing threats and available alternatives to minimize them. An interesting point is given in the
SSTU 150 9001:2015 standard concerning risk-oriented thinking and reaction to changes in the envi-
ronment of the organization's functioning [8]. This exact way of thinking is the basis of risk-oriented
management and involves the use of existing capabilities and the prevention of undesirable results,
and economic-mathematical methods and scenario forecasting are the main tools of this approach.
However, the concentration of the above-mentioned managerial approach in highly specialized prob-
lems does not allow providing comprehensive security and profitability of the enterprises as a whole.

That is why in order to solve this problem, it is necessary to introduce security-oriented manage-
ment into practice. We emphasize that the safety-oriented approach is practically non-widespread and
is innovative in the field of FEA management and involves a certain balancing of safety and benefit
criteria. Each of these approaches is characterized by the use of appropriate management tools, but
the driver for implementing security-oriented management will not be a separate element or tool, and
their respective set is a kind of management mix.

In general, it is important to note the fact of the existence of a certain management mix, but for a
security-oriented management, such a mix may have differences, since not all instruments can provide
a certain level of security and are oriented towards it. In the field of foreign economic activity to ensure
the implementation of security-oriented management, it is advisable to use SWOT-analysis, game
theory and specific tools (obtaining the status of authorized economic operator, risk insurance in the
field of foreign economic activity, the duty of customs brokers directly by specialists of the enterprise,
forming a profile of the estimation of the potential counterparty).

A purely instrumental management approach does not bring in significant results, although it is a
compulsory element of governance. Behavioral aspects are more important than instrumental ones
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when implementing innovations. This is caused by different systems of values and beliefs of people
involved in managing innovation and change-related behavior. Considering the possibility of innova-
tions, managers subconsciously operate their own previous experience and formulate solutions ac-
cording to the positive facts that took place in the management. Therefore, the universalization of tools
is a false way of introducing innovations (including a security-oriented approach). In most cases, you
need a driver that will run the necessary mechanisms and generate the system performance. A driver
is defined in some medium (plane) and is implemented in practice at the expense of a certain set of
tools, which from the management point of view (their subjective experience) are most appropriate at
a specific time point. Effectiveness of management innovation is difficult to identify because of the im-
mediate results delay of its influence on the management system as a whole. At the same time, a se-
curity-oriented approach in the field of foreign economic activity will be assessed from the point of view
of compliance with the expectations of management and from the standpoint of the result obtained
from foreign economic activity. And if the contractor's choice in foreign markets with the maximum lev-
el of security and the level of profitability of operations will have an effect in the short term, then the
prevention of risks and threats (for example, fines and overdue receivables) may not lead to significant
financial revenues, and calculate the loss objectively will be difficult. Therefore, the understanding of
the necessity and timeliness of innovative management approaches, which must be in line with the
most urgent tendencies in the world development and national economies and to be in the mainstream
of economic research, is a priority of the top managers who form the general vision of the company's
development.

The security-oriented management of FEA enterprises must necessarily take into account the im-
pact of internal and external environments. At the same time, the external environment affects global
strategic objectives and forms a number of hazards, threats and risks that are difficult to influence re-
quiring managerial responses. And the internal environment is more controlled and causes the possi-
bility of process-functional filling of the main components of security-oriented management (Tab. 2),
based on own resources dedicated and on actual needs.

Table 2
Process-functional filling of the basic components of the security-oriented management
of Foreigh Economic Activity Enterprises

Element | Filling

Organizational bloc

Economic security in the field of foreign economic activity
Purpose Minimizing the negative effects of hazards, threats and risks
Improvement of the common enterprise management system

Ensuring development of the enterprise through entering new markets and obtaining

Strategy stable income from foreign economic activity with a sufficient level of security

Allocation of powers and specification of goals

Subjects of management of | Determination of permissible limits for the adoption of management decisions based on
foreign economic activity and | established criteria (quantity, cost or other)

economic security Identification of responsible persons within the structural subdivisions and persons
responsible for providing analytical information

Formation of a safe-oriented | Determination of the instrumental support elements of the security-oriented manage-
management driver of ment conducting processes
foreign economic activity Identifying tools key users and assign responsibilities in the process of their use

Function block

Market valuation by the availability criterion
Markets selection Market valuation by the security criterion
Market valuation by the profitability criterion

Estimation of the business reputation of a potential counterparty

Assessing the risk of cooperation with a potential counterpart

Comparison of costs and benefits from cooperation with a potential counterpart
Readiness diagnosis for cooperation

Counterparties selection

Formation of transactions analytical accounting by individual markets and counteragents
Fulfillment of contracts and obligations control in the field of foreign economic activity
Accounting and control of settlements within the framework of foreign economic activity
with the formation of an analytical report

Accounting and control of
foreign economic operations
and settlements
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Continuation of Table 1

Support block

Presence of automated accounting system for foreign economic operations and enter-
prise management systems

Presence of databases in terms of contractors and their operational content

Presence of operational information on the main types of foreign economic operations
and counterparties

Ability of fast and qualitative processing of information with the generation of result
indicators for individual markets, counteragents and types of foreign economic opera-
tions

Information-analytical
support

Organizational tools
Functional tools
Process tools

Instrumental support

The existence of a motivation system based on the achieved indicators of foreign eco-
nomic activity (degree of achievement of strategic goals of the enterprise, diversifica-
tion of activities and coverage of foreign markets, volume growth of foreign exchange
earnings, minimization of losses in the field of foreign economic activity related to legis-
lation violations)

Motivation support

Monitoring block

Diagnostics of actual "bottlenecks" and potential "problem areas" in the process of
implementation of security-oriented management
Formation of analytical reports according to the management main subjects requests

Analytic-diagnostic support

In such manner, the direct introduction of the security-oriented management of FEA enterprises will
be implemented within the following components: organizational block, functional block, support block,
monitoring block. Each of them will have the required content and the sequence of implementation in
the management process.

Conclusions. In modern circumstances of the enterprises functioning exclusively technological in-
novations are not able to ensure their development and resistance to the negative impact of aggres-
sive environment. Management innovation should support the flexibility and efficiency of the manage-
ment system both as a whole and its components in particular in accordance with the actual require-
ments. As the domestic consumption resources of products of Ukrainian enterprises are practically
exhausted, the assimilation of new markets which actualises foreign economic activity of the majority
of business entities is necessary for their successful development. To achieve success in the field of
foreign economic activity it is expedient to introduce safety-oriented management in enterprises,
which is a kind of innovation, because new risks, threats and risks require new management ap-
proaches to minimize their negative impact on performance.

The formalization of the safe-oriented management implementation process of FEA enterprises will
be carried out at the expense of appropriate management decisions within the main process-functional
elements (organizational unit, functional block, support block, monitoring block). This requires further
in-depth research of the instrumental-applied field of the developed components of the security-
oriented management of FEA enterprises.
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PROBLEMS OF FORMATION OF
INTELLECTUAL CAPITAL AND THEIR
INFLUENCE ON INNOVATIVE DEVELOPMENT
OF ENTERPRISES

Urgency of the research. The importance of formation of
intellectual capital and its rational use in order to increase the
competitiveness of enterprises is increasing.

Target setting. The analysis of innovative activity of
domestic enterprises shows that there are significant problems
connected with the lack of effective management of intellectual
capital of enterprises.

Actual scientific researches and issues analysis. The
theoretical aspects of the formation of intellectual capital were
researched by leading scholars: V. Heyets, O. Grishnov,
O. Kendiukhov, O. Kuzmin, and others.

Uninvestigated parts of general matters defining. Fur-
ther research directed to the formation of the components of
the intellectual capital of enterprises are necessary.

The research objective. The purpose of the article is to
study the trends in the formation of intellectual capital and their
impact on the innovative development of domestic enterprises.

The statement of basic materials. The research con-
ducted revealed the presence of negative tendencies in the
formation and use of the components of the intellectual capital
of the enterprise: personified, technical-technological, infra-
structural, clients’, branded. There is a decline in the number
of specialists capable to carry out scientific research and im-
plement innovative developments. The number of registered
security documents for inventions and utility models reduced.
These processes have inhibited the innovation activity of do-
mestic enterprises. Negative influence on these processes
also has a limited source of funding for innovation activities.

Conclusions. The problem of the formation of individual
components of intellectual capital directly depends on the
financial capabilities of the company, which in today's crisis
conditions is significantly limited. The state support for these
processes through the formation of appropriate legislative, tax,
credit, infrastructure support for the processes of formation of
intellectual capital of enterprises is necessary.

Keywords: intellectual capital; innovation; personalized
capital; inventions; sources of funding.

DOI: 10.25140/2410-9576-2018-1-1(13)-95-99

influence on innovative development of enterprises

95

Semenova V. G. Problems of formations of intellectual capital and their

YK 658.589:339.166.5

B.T. CemeHoBa, 1. €. H.,
OOLEHT

NMPOBJIEMU ®OPMYBAHHA
IHTENEKTYAJIbHOIO KAMITANY
TAIX BN/UB HA IHHOBALIINHUA

PO3BUTOK NIANMPUEMCTB

AkmyanbHicmb memu docnioxeHHs1. 3pocmae
3Ha4YeHHs1 YOPMY8aHHs iHmMeneKkmyanbHo20 Kanimarny
ma (020 payjoHaslbHO20 8UKOPUCMAaHHS 3 MEMOoto Mio-
BULWEHHS1 KOHKYPEHMOCMPOMOXHOCMI rmidnpuemMcms.

lMocmaHoeka npobnemu. AHani3 iHHoO8auilHOI ak-
mueHoCmi  8iMYU3HSIHUX MidnpuemMcmas ceif4Yumb po
HasigHicmb cymmesux rpobriem, noe’sai3aHux 3 ei0cymHi-
cmio  eheKmueHo20  yrpaersiiHHs  iHmenekmyarnbHUM
Kanimasnom nidnpuemcms.

AHani3 ocmaHHix docnidxeHb i nybnikayil. Teo-
pemuyHi acnekmu ¢bopMy8aHHs iIHmMesiekmyasnbHo20
Kanimany OocniOxysanu nposioHi euyeHi: B. [eeup,
O. MNpiwHosa, O. Kerndroxos, O. Ky3bmiH ma iH.

BudineHHs1 HedocnidXeHux 4acmuH 3a2alnibHol
npo6nemu. Mompebytoms do0amkogo2o O0CIIOKEHHS
HarnpsiMKu gbopMyeaHHs1 cknadosux iHmesneKmyanbHO20
Kanimany nidnpuemMcms.

Mocmanoeka 3aedaHHs1. Memoro cmammi € docri-
OXeHHs meHOeHUil y ¢bopMysaHHi iHmeneKkmyanbHo20
Kanimany ma ix ennue Ha iHHosaujliHuli po3e8umok 8im-
YU3HSAHUX MiOnpueMcms.

Buknad ocHoeHO20 Mamepiany. [lposedeHe doc-
T1IOXKEeHHST 8USIBUIO HasiBHICMb He2amueHUX MeHOeHU,l
wodo ¢hopmysaHHs ma 8UKOPUCMAaHHSI CKIadosux iH-
merneKkmyarsnbHo20 Karimary niénpuemcmea: rnepcoHici-
KOBaH020, MEeXHIKO-mexHO02iyHo20, iHghpacmpykmyp-
HO20, KIliEHMcbKo2o, Mapo4yHozo. Criocmepieaembcsi
3HUXEHHSI KinbKkocmi chaxisyie, CrpoMOXHUX 30iliCHIO-
8amu Haykosi 0ocnidxeHHs ma peanizyeamu iHHosau,iu-
Hi po3pobKU. 3MeHWYeMbCS KinlbKicmb 3apeecmposaHux
OXOPOHHUX OOKyMeHmMi8 Ha 8UHaxo0u i KOPUCHI Moderi.
Lli npouecu npuseenu 0o eanbMysaHHsI iHHO8aUilHOI
akmueHocmi 8imyusHsHUX nionpuemcms. HezamusHul
8r1/1U8 Ha 3a3Ha4yeHi MPouecu Mae makox obMexeHicmb
Oxepen ¢iHaHcysaHHs iHHO8aUliHOI OisinbHOCMI.

BucHoeku. [pobriema ghopMysaHHs OKpeMux CKra-
dosux iHMeneKkmyasnbHO20 Karimasny Hanpsimy 3arne-
Xumb 8i0 chbiHaHcosux Moxiueocmel nidnpuemMcmaa,
SKi 8 Cy4YaCHUX KpU308UX YMOBax 3Ha4yHO OOMEXeH.
HeobxidHa depxkasHa nidmpumKa 3asHa4yeHuUX rpouyecie
wrnsixom ¢bopmysaHHs  8i0NMogidHo20 3aKkoHOOAag4yoeo,
rnodamkogoeo, KpedumHozo, iHghpacmpykmypHo20 3a-
besneyeHHs1 npouyecie ¢hopmysaHHs1 iHMeneKkmyanbHO20
Kanimarny nidnpuemcms.

Knroyoei cnoea: iHmenekmyanbHUl Kanimari; iHHO-
saujii; nepcoHighikosaHuli karnimar, euHaxoou, Oxepesia
piHaHCy8aHHS.
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Urgency of the research. The world economy is developing today under the direct influence of in-
novative changes that leads to the rapid emergency of the latest basic technologies, qualitatively new
products and forms new consumer needs.

Studies show, that national economic systems focused on activating innovation activity have the
ability to develop more dynamically and more flexibly respond to changes of the environment com-
pared to the production-oriented economic systems [1, p. 26].

In today's conditions of intensification of scientific and technological progress, the processes of
formation of intellectual capital and its rational use to increase the competitiveness of enterprises and
their integration into the world of innovative processes are important for the domestic economy.

Target setting. Innovative development of enterprises depends on many factors, an important
place among which belongs to intellectual capital. In turn, intellectual capital is a multi-faceted eco-
nomic concept, which requires research, taking into account the peculiarities of the development of the
economy of a particular country. The processes of the formation of intellectual capital at domestic en-
terprises in our time are largely unsystematic in nature. Therefore, it is necessary to develop theoreti-
cal and methodological approaches to efficient management of these processes.

Actual scientific researches and issues analysis. Such well-known foreign scientists as
A. Broking, P. Drucker, L. Edvinsson, I. Roos, M. Melon and others have made a significant contribu-
tion to the study of the theoretical foundations of the formation of intellectual capital. The theoretical
and methodological aspects of the formation of intellectual capital were also investigated by Ukrainian
scientists: V. Heyets, A. Grishnova, A. Kendiukhov, A. Kuzmin, A. Kolot, P. Tsybulov and others.

Uninvestigated parts of general matters defining. While appreciating the contribution of the
above-mentioned scientists, we would like to point out that there is a need for further research on the
methodological aspects of justifying the directions of the formation of intellectual capital of domestic
enterprises, since this issue has not been disclosed sufficiently.

The research objective. The purpose of the article is to study the trends in the formation of intel-
lectual capital and their impact on the innovative development of domestic enterprises.

The statement of basic materials. Intellectual capital is "... capable to create a new value of the
intellectual resources of the enterprise represented by human and machine intelligence, as well as
intellectual products produced independently or from other sources (purchased, leased) as a means of
creating a new value" [2, p. 37].

O. Kendiukhov distinguishes the following types of intellectual capital on a functional basis: "... per-
sonified, techno-technological, infrastructural, client, branded. Personified - work-related knowledge and
skills, creative abilities, education, professional qualifications, loyalty, value installation of personnel, psy-
chometric characteristics.

Techno-technological - inventions, utility models, industrial models, patents, production secrets
(know-how), design rights.

Infrastructural - information technologies, databases, organizational structure, philosophy of man-
agement, corporate culture, business cooperation.

Client Capital - Relations with Customers, Contracts, Orders, Franchises, License Agreements.

Marginal capital - trademarks, corporate brands, service brands "[2, p. 53-54].

We agree with the opinion of the researcher that, despite the diversity of types of intellectual capi-
tal, personalized intellectual capital acquires special significance, "... since the creation of new tech-
nologies, inventions, new brand-projects are based on human intelligence"” [2, p. 54].

Therefore, it is important to analyze the existing trends in the use of specialists in the innovative
development of enterprises. During 2012-2016 there is a tendency towards a decrease in the number
of employees involved in the implementation of research and development:

The analysis of the table shows a significant decrease in the total number of employees engaged in
research and development during the period under investigation (by 40.42%) and the decline is also
seen in certain categories of personnel.

In addition, the number of specialists with a scientific degree and participating in scientific research
and development has significantly decreased: the number of doctors of sciences - by 36.53%, the
number of candidates of sciences - by 51.94%.

Semenova V. G. Problems of formations of intellectual capital and their
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Table 1
The number of employees involved in the research and development in Ukraine,
by categories of personnel, number of people

Indicators 2012 | 2013 | 2014 | 2015 | 2016 Rggelgftﬁlrgmgﬁ;m

In total 164340 | 155386 | 136123 | 122504 | 97912 - 40,42
including: 122106 | 115806 | 101440 | 90249 | 63694 -47,84

-researchers

-technicians 15509 14209 12299 11178 10000 -35,52

-supporting staff 26725 25371 22384 21077 24218 -9,38
Including those who have a
scientific degree 11172 | 11155 | 9983 | 9571 | 7091 -36,53

-Doctor of Science

-PhD 42050 41196 37082 32849 20208 -51,94

Source: on the basis of [3]

Tab. 2 shows the structure of employees involved in the implementation of research and develop-
ment.
Table 2
The structure of employees involved in the implementation of research and development,
by categories of personnel, %

Indicators 2012 2013 2014 2015 2016
In total 100,0 100,0 100,0 100,0 100,0
including:
-researchers 74,30 74,53 74,52 73,67 65,05
-technicians 9,44 9,14 9,04 9,12 10,21
-supporting staff 16,26 16,33 16,44 17,21 24,74
Including those who have a scientific degree
-Doctor of Science 6,80 7,18 7,33 7,81 7,24
-PhD 25,59 26,51 27,24 26,81 20,64

Source: on the basis of [3]

Analysis of Tab. 2 shows that there is a negative tendency in the proportion of researchers and
candidates in the structure of employees involved in innovation activities.

The indicated tendencies show the existence of the problem as for the formation of personalized in-
tellectual capital of enterprises in Ukraine, which manifests itself, first of all, in reducing the number of
specialists capable to carry out scientific research and to implement innovative developments. Such
conclusions are confirmed by the data presented in Tab. 3.

Table 3
Indicators of registration of security documents for industrial property rights in Ukraine
Indicators 2012 2013 2014 2015 2016 Rate of growth from
2016 till 2012, %

Totally registered 30366 30766 29677 26098 31016 +2,14
Findings 3405 3635 3319 3014 2813 -17,39
Useful models 9951 10137 9196 8153 9044 -9,11
Industrial samples 1541 2010 2464 2521 2469 +60,22
Trademarks of products | 15459 | 14981 | 14698 | 12388 | 13618 -11,91
and services
Topographies 2 - - - - -
Qualified indications of the 3 1 - 22 3069 -
goods origin
Rights for the use 5 2 - - 3 -

Source: on the basis of [4]
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Analysis of the data in the table shows that the number of registered security documents for inven-
tions, utility models and marks for goods and services has reduced. Despite the increase of registered
security documents for industrial designs - 60.22%, the total number of annual registered security
documents for industrial property objects remains virtually unchanged - an increase is only 2.14%.

Such tendencies indicate, in our opinion, the presence of problems in the sphere of the formation of
techno-technological and venture capital, as well as the lack of activity in the sphere of innovations of
enterprises in Ukraine.

Tab. 4 shows the indicators of innovative enterprises in Ukraine: their share in the total number of
enterprises and the cost of innovation activities.

Table 4
Innovative activity of Ukrainian enterprises
Deviation
Indicators 2012 2013 2014 2015 2016 from 2016 to
2012,(+:-)
Share of innovatively active
enterprises,% 17,4 16,8 16,1 17,4 18,9 +1,5
Total amount of expenses for
innovation activity, UAH million 11480,6 9562,6 | 7695,9 13813,7 23229,5 +11748,9

Source: on the basis of [3]

Analysis of Tab. 4 shows that in 2016, the share of innovative enterprises increased by 1.5% com-
pared to the indicators of 2012, however, the value of the indicator is less than 20% throughout the
study period. The total amount of expenses for innovation activity is also increased by 11 748.9 million
UAH, which is a positive trend. At the same time, we believe that the limited financial support is one of
the main reasons of insufficient innovation activity of enterprises in Ukraine.

The researchers point out that the negative tendency towards a reduction in the share of equity
capital of enterprises, an increase in the share of short-term financial sources and a reduction in the
share of long-term financial sources are the main reasons for the inhibition of innovation development
of domestic enterprises [5, p. 100-101].

Tab. 5 shows the structure of sources of funding for innovative activities of domestic enterprises in
the dynamics of recent years. Analysis of Tab. 5 shows that during the investigated period (2012-
2016), the share of financing from the company's own funds significantly increased: from 63.9% in
2012 to 94.86% in 2016. Consequently, the main source of financing innovative activity of domestic
enterprises is the own funds of industrial enterprises.

Table 5
Structure of sources of finding of innovative activity of industrial enterprises in Ukraine, %
Indicators 2012 2013 2014 2015 2016
Total finance of innovative expenses: 100,0 100,0 100,0 100,0 100,0
Including: 63,90 72,92 84,98 97,19 94,86
- at the expense of enterprises' own funds
- at the expense of the government budget 1,95 0,26 4,47 0,40 0,77
-at the expense of foreign investors 8,67 13,11 1,80 0,42 0,1
-other sources 25,48 13,71 8,75 1,99 4,27

Source: on the basis of [3]

The use of other sources of financing for innovation activity is significantly limited due to the
imperfect credit and tax system in Ukraine and the lack of investment attractiveness of domestic
enterprises as a result of the growing crisis in the economy and military actions in the eastern part of
the country.

Also, the effects of the global financial and economic crisis and the low level of regulatory policy,
which leads to an increase in the number of unprofitable enterprises, and the threat of a loss of
solvency and bankruptcy of a large part of enterprises in Ukraine, are essential to the activity of
domestic enterprises [6, p. 130].
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Conclusions. Formation of intellectual capital is an important factor in activating innovation activity
of enterprises. Intellectual capital of the enterprise is a complex category which includes the following
components: personified, techno-technological, infrastructural, client and vintage. However, there has
been a series of problems in this area in recent years, which requires solutions both at the enterprise
level and at the state level. On the basis of our research, the following negative trends as for the for-
mation of personalized intellectual capital of enterprises in Ukraine were identified: a decrease in the
number of specialists conducting research and implementing innovative developments, at the same
time there is also a reduction in the number of specialists with a scientific degree.

There were also found some negative trends in the area of the formation of technical and technologi-
cal capital and venture capital such as: a decrease in the number of registered security documents for
inventions, utility models and marks for goods and services in recent years. The development of infra-
structure and client capital is at an early stage and requires both significant costs and long time to im-
plement modern information systems, to create an internal corporate environment and relations with cus-
tomers. The problem of the formation of individual components of intellectual capital directly depends on
the financial capabilities of the company, which in today's crisis conditions is significantly limited. For a
long time, the share of financing of innovation activity of domestic enterprises at the expense of own
funds had been increasing and in 2016 it grew up to 94.86%. Therefore, state support of these process-
es is necessary by forming the appropriate legislative, tax, credit, infrastructure provision of the process-
es of formation of intellectual capital and innovative development of enterprises.
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development of Ukraine. The correct state policy plays here a
decisive role, which involves: carrying out of the systemic
reforms (institutional and structural transformation); macroe-
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COUIANIbHO-EKOHOMIYHUA PO3BUTOK
YKPAIHW: HOBI BUKINTUKU TA 3ATPO3U

AkmyanbHicmb memu 0ocnidxeHHs1. [obanizayiliHi
npouecu 8 ceimi ma MmixHapoOHa iHmeapauis HaujoHasbHOI
EKOHOMIKU CrioHyKaromb OO0 Haykogoeo po32sisidy coujarbHo-
EKOHOMIYHO20 PO38UMKY OKpeMuUX KpaiH i, 30kpema, YkpaiHu.

lMocmaHoeka npob6nemu. CydyacHe iHgpopmauiliHe cyc-
ninbcmeo OUKMye Ho8i 8UKIUKU Orisi KOXHOI Oepxasu. Lle
30608’s3ye 8ci KpaiHu dbamu rpo 8UCOKUU pigeHb coyiaribHO-
EKOHOMIYHO20 PO38UMKY ma rocmiltHo npayreamu Had (1020
MOKPaWEHHSIM.

AHaniz ocmaHHix docnidxeHb i ny6nikayii. [o-
crnioxeHHsMU ocobriugocmell  coujianbHO-eKOHOMIHHO20 po-
38UmKy YkpaiHu 3alimManucsi maki edyeHi, sk B. basunesuy,
M. HoniwmHid, B. leeyp, E. JlibaHosa ma iH.

BudineHHs1 HedocnidxeHUX 4YacmuH 3a2ajibHOI npo-
6nemu. ompebytomb Kopuzy8aHHSI OCHOBHI HanpsiMu eKo-
HOMIYHOI MOMIIMUKU 3 ypaxy8aHHAM 308HIWHIX Ma 8HyMpiuHIX
3aepo3.

lNMocmaHoeka 3aeldaHHsA. []ocniOxeHHs  couiaribHo-
EKOHOMIYHO20 PO38UMKY YKpaiHu 8 cyyacHux ymosax ma
MPOrNOHYB8aHHST OCHOBHUX WIISIXi8 MiO8UWEHHST 1020 PIigHS.

Buknad ocHoeHo20 mamepiany. Y cmammi docnioxeHo
cyvacHul cmaH coujaribHO-eKOHOMIYHO20 po38UMKY YkpaiHu
ma 8U3HaYeHO OCHOBHI YUHHUKU U020 3abe3rneyeHHs.

BucHoeku. [pupodHo-pecypcHuli momeHuian ma crpu-
Amnuee 2eorosimuyYyHe MofoXeHHs1 3abesneyyoms 8UCOKUU
pigeHb couyjiarnibHO-eKOHOMIYHO20 POo38UMKY YkKpaiHu. BusHa-
YaribHy porsib y UboMy gidiepae npasuribHa 0epxasHa rnonimu-
Ka, sika nepedbayac: MposedeHHs1 cucmeMHUX pegopm (iH-
cmumyuitiHi -ma CmpyKmypHi NepemeopeHHsi); MaKpOeKo-
HOMIiYHY cmabinisauito  (¢hickanbHa, 2pouwo8o-KpedumHa,
uiHoga nonimuku ma  iH.);  CHAPUSIHHA  [HHOBaAUUHO-
iH8eCcmuyitiHOMy po38UMKY; 8rpPo8adKeHHsI 8UCOKUX coujarlb-
HUX cmaHOapmig xummsi HaceneHHsi; esponelicbKy iHmezpa-
uito i 4rreHcmeo & €sporietickkomMy Coro3i.

Knroyoei cnoea: couyianbHO-eKOHOMIYHUL pO38UMOK; 8a-
nosuli  8HympiwHit npodykm; enobanizayisi; eKoOHOMIYHUU
rnomeHruyiarn; iHeecmuuji, iHHogauiliHuli po38UMOK; esporielicb-
Ka iHmeepauis.

Urgency of the research. In the current conditions of the functioning of the world economy, each
country tries to achieve a high level of socio-economic development. As globalization processes place
increasing demands on the parameters of the national economy, Ukraine must develop a strategy for
its development that can adequately represent our state by macroeconomic indicators and the stand-

ard of living of the population.

Target setting. Achievement of high indicators of social and economic development of Ukraine is
possible given its real participation in integration processes in the system of world economy. Neces-

of Ukraine: new challenges and threats
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sary in this case are: ensuring the maximum use of economic potential, creating investment attractive-
ness for foreign capital, effective international cooperation, minimizing the impact of negative external
and internal factors.

Actual scientific researches and issues analysis. Such scholars as V. Bazylevych, M. Dolysh-
nyi, S. Mohernyi, E. Libanov, M. Khvesik were involved in researches of features of social and eco-
nomic development of Ukraine. An assessment of the impact of signing the Association Agreement
between Ukraine and the European Union on the domestic economy is reflected in the scientific re-
ports of V. Heitsa and T. Ostashko.

Uninvestigated parts of general matters defining.

At the same time, the contemporary requirements to socio-economic development of countries in
the conditions of globalization are not sufficiently taken into account in scientific works. The parame-
ters of economic policy will need to be adjusted taking into account external and internal threats.

The research objective. The purpose of the article is to study the socio-economic development of
Ukraine in modern conditions and to offer the main ways to increase its level.

The statement of basic materials. The socio-economic development of the country is a progres-
sive movement of the state, business entities and social strata of the population. This is an extremely
important notion of macroeconomics, which, according to its indicators, shows the state and place of
the national economy in an international dimension.

Socio-economic development is a complex contradictory process in which positive (natural re-
source potential, achievement of NTP, favorable state policy, etc.) and negative factors (political insta-
bility, social conflicts, ecological disasters etc.) interact positively. However, on a global scale, there is
a continuous development of the economic system, as a characteristic feature of the world economy
of the twenty-first century. is globalization.

The typology of states is the division of countries into groups depending on the level of their eco-
nomic development, according to which states are divided into four types:

» economically developed countries (producing 2/3 of the gross national product (GNP) of the
world, about 30);

+ developing countries (1/4 of the GNP of the world, about 130 countries);

 countries with transit economies (up to 30 countries in Central and Eastern Europe, North and
Central Asia);

» Countries centrally controlled economy: China, Cuba, DPRK, Vietnam.

Each state occupies one or another niche in the world space. There are countries with rich natural
resources, with highly developed technologies, with an adequate social level of the population, etc. At
the same time, people die of hunger every day in other states. This imbalance is so significant that
solving all-growing problems in underdeveloped countries requires an effective policy of international
organizations.

The main criterion for determining the level of economic development of the country is the value of
gross domestic product (GDP) per capita.

GDP is one of the most important indicators of economic development, which characterizes the final
result of the production activities of economic units of the population in the sphere of tangible and intan-
gible production. Measured by the value of goods and services produced by these units for end use.

In 2014, Ukraine ranked 106" place among the countries of the world in terms of GDP per capita ($
8,668), in 2015 - 133th place ($ 2109), in 2016 - 131th place in the rating ($ 2194). In 2014, the list for
the above indicator was headed by Qatar ($ 14,3427), Luxembourg ($ 103,187) in 2015, Luxembourg
($ 103199) in 2016. It should be noted that in 2015 and 2016, Switzerland ranked second with the
GDP per capita of US $ 82,178 and US $ 79,242, respectively [7].

Fig. 1 provides information on GDP per capita in individual countries in 2016.

In addition, a new integral indicator of social development in the countries - the Human Develop-
ment Index (HDI) - is being used. The Human Development Index is published as part of the UN De-
velopment Program's Human Development Report.
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Fig. 1. Gross domestic product per capita
Source: on the basis of [7]

The index of human development is an integral indicator calculated annually for interstate compari-
son and measuring of living standards, literacy, education, longevity, social protection, ecology, crime
level, observance of human rights as the main characteristics of human potential of the studied territo-
ry. It is a standard tool for a general comparison of the standard of living of different countries and re-
gions.

For calculating the HDI, 3 types of indicators must be considered:

1. Expected life expectancy - evaluates longevity.

2. The level of literacy of the population (average number of years spent on education) and the ex-
pected duration of training.

3. The standard of living, estimated through GDP per capita, based on purchasing power parity in
US dollars.

In 2016, Ukraine's Human Development Index gained 84 positions, Norway 1 ranked [10].

Market transformations in independent Ukraine were carried out in the socio-economic environ-
ment formed in the conditions of a centralized economy. As a result, the benefits of a market economy
could not manifest itself to the fullest extent. Ukraine, for years of independence, unfortunately, did not
become a highly developed country, despite its rich natural-resource potential and favorable geopoliti-
cal position. For the last four years, our state is experiencing a rather complicated period of its history,
which is connected with the military conflict with Russia in the East of Ukraine. This is reflected nega-
tively on all indicators of socio-economic development of the country and exacerbation of the domestic
political crisis.

Many socio-economic factors affect many different factors, the main, in our opinion, can be
grouped into the following groups (Fig. 2).

Economic potential of the country characterizes the possibilities of the national economy to pro-
duce material goods, to provide services, to meet the economic needs of society. This is due to the
use of all available resources - natural, production, material, labor, financial, scientific and technical,
information, etc. The above resources form the structure of the country's economic potential. The level
of social and economic development of any state is a consequence of the realization of its economic
potential.
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Fig. 2. The main factors affecting the socio-economic development of the country

Ukraine has a unique natural resource potential. According to the total reserves of some natural re-
sources, Ukraine occupies one of the leading places in Europe (for example, mineral, soil, recreation).

The largest natural wealth of our country is land resources. Ukrainian black earths make up a large
part of the world's soils. As of 2016, the land fund of Ukraine is 60.4 million hectares, including agricul-
tural land - 42.7 million hectares [3].

Effective use of natural resources is one of the main opportunities for ensuring a high level of so-
cio-economic development of our country.

The industrial potential of the country is formed by the main productive funds of enterprises. Unfor-
tunately, many business entities, due to the difficult financial situation, have outdated, very worn out,
and even destroyed, production funds that need to be upgraded or dismantled.

Labor potential is characterized by the quantity and quality of labor force. For a long time, the growth
of labor resources of different qualifications in Ukraine met the needs of the national economy. The
economic crisis in the country led to the emergence of unemployment and underemployment, mass
emigration to different countries of the world. Among those who go to work, a large number of highly
skilled professionals who under the new conditions do not realize their professional capabilities.

The financial potential of the country is determined by the aggregate of funds of individuals and le-
gal entities, the state. The financial capacity of Ukraine in recent years is rather low. Our country is a
borrower of a significant amount of money in international financial institutions and other countries. A
large number of Ukrainian enterprises are financial debtors or are on the brink of bankruptcy; many
citizens of the country receive income lower than the subsistence minimum. This has led to a height-
ened development of the shadow economy, which is a major obstacle to achieving high macroeco-
nomic performance.

The scientific potential of Ukraine is based on an extensive network of scientific institutes, research
institutes that exist in the system of the National Academy of Sciences, ministries and departments. In
some areas of science, Ukraine has shown itself to be one of the world leaders, for example, in cyber-
netics, electric welding of metals, cardio surgery, space technology. However, in many branches of
scientific activity, relating to the development of high-tech equipment and advanced technology, the
backlog of domestic science is significant. In our time, the situation is complicated by the lack of fund-
ing of scientific organizations, the departure of specialists of high qualification abroad.
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A significant threat to the vector of socio-economic development in Ukraine is the imperfection of
the institutional provision of all sectors of the economy.

Institutional support - a set of state and non-state institutions that provide regulatory and organiza-
tional and economic conditions for any type of activity.

As the main shortcomings of the legal framework in our country, the following should be marked:

1. Lack of a single legislative strategy.

2. The aging of most legislative acts and, as a result, the impossibility of their real use in practice,
despite the changes made.

3. Ambiguity, instability and contradiction of the regulatory framework.

4. Lack of involvement of representatives of public associations in the discussion of draft laws.

5. The presence of legal nihilism, which is characterized by a conscious ignoring of the require-
ments of the law, the value of law, contemptuous attitude to legal principles and traditions. This is pri-
marily due to the unfair and unbiased attitude of the Ukrainian judiciary towards offenders.

Substantial improvement of the Ukrainian legislation and its adaptation to the requirements of the
European Union (EU), as well as a real reform of the judicial system as a whole, will open up the real
possibilities of our economy.

An important factor in ensuring a high level of socio-economic development of the country and its
competitiveness in the world market is the investment attractiveness of the state. Investment attrac-
tiveness is a generic characteristic that reflects all the advantages and disadvantages for an investor
in an investment object.

The investment climate is a combination of political, legal, economic and social conditions that en-
sure and promote the investment activity of domestic and foreign investors.

Taking into account the institutional environment in Ukraine, there is a decrease in the amount of
investment. This is especially true of foreign investment, which is extremely important in the context of
international cooperation and European integration.

Direct foreign investment in Ukraine: 2013 - USD 57056.4 million. USA, 2014 - $ 45744.8 million
USA, 2015 - $ 43371.4 million. USA. Foreign investors invest the most in industry and, in particular, in
the processing industry (in 2015 - USD 13280.1 million or 30.6% of total investment) [3].

An armed conflict in the East of Ukraine negatively affects its investment climate, which without this
is unsatisfactory. During 2014 - 2017 there was a significant outflow of foreign direct investment. It is
not quick to improve the investment climate, because it is a rather long process.

Among the main reasons that cause an unfavorable investment climate in Ukraine and hinder eco-
nomic development, the following should be noted: instability of Ukrainian legislation, underdevelop-
ment of market infrastructure, in particular stock market, high tax pressure, corruption in local and cen-
tral authorities.

At the same time, our country has a competitive advantage that foreign investors can use: a large
area; advantageous geopolitical location; high level of natural resource availability; prospects for agri-
cultural activity; cheap skilled work force - the average monthly wage of Ukrainians is much lower than
the wages of workers from foreign countries.

The noteworthy feature is that the above-mentioned competitive advantages are due, unfortunate-
ly, not to the achievements of the Ukrainian economy, but to the opportunities provided by nature. In
addition, the presence of cheap labor shows the attitude of the state and employers to hired workers.
The consequence of such behavior is the desire to leave the citizens of our country, which are the
main labor and scientific qualification resources of Ukraine.

V. Yurchyshyn, Director of Economic Programs of the Razumkov Center, considers one of the key
challenges for Ukraine to overcome the investment failure. The investment image of our country is
extremely low, he says, there are not enough investments, and the structure of the Ukrainian economy
is clearly consumer: 90% of GDP is the goods and services that go for private and public consump-
tion. There are very few resources available for investment [2].

The state should support business, complete liberalization of entrepreneurial activity, abolition of
administrative pressure and bureaucratic restrictions. In order to ensure economic growth and inflow
of investments in Ukraine, structural reforms are needed. The macroeconomic stability of our country
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will continue to depend on continued cooperation with the International Monetary Fund and interna-
tional donors.

The innovative development of the country is of paramount importance to the impact on social and
economic development. Innovative development of the country is determined by the Global Innovation
Index, developed by the World Intellectual Property Organization, the Cornell University and the inter-
national business school INSTEAD. This index takes into account 79 indicators.

In 2015, Ukraine ranked 64th among 141 countries of the world, and in 2016 - 56th among 128
countries of the world.

The weakest criteria in the 2016 Indicator of Innovation for Ukraine were: Political Stability and Secu-
rity (125th out of 128), Bankruptcy Elimination Issue (113), Political Environment (123), GDP per unit of
energy used "(115). Also, the category "Investments”, where our country took 77th place, is also a
weakness. Interestingly, the Global Innovation Index also takes into account some cultural indicators,
where our weakness is "The number of feature films" per million populations - 94th in the ranking [9].

An indicative indicator of the development of innovation activity is the level of economic freedom,
which in 2015 Ukraine took 162 positions among 178 countries. The imperfect economic policy, the
low level of protection of intellectual property rights, the ineffectiveness of economic reforms has a
negative impact on the country's innovation development.

A stagnant factor in the recovery of economic growth in Ukraine is insufficient solvent demand of
the population. The final consumer spending in the period from 2014 to 2017 decreased almost three-
fold. This is primarily due to the depreciation of real incomes of citizens due to the significant devalua-
tion of the national currency, a significant increase in tariffs for housing and communal services, which
ultimately leads to inflationary processes in the country.

The dynamics of economic processes in Ukraine in recent years allows us to conclude that the
economy is in a state of deep crisis. The conduct of hostilities in eastern Ukraine, connected with the
aggression of Russia, caused an imbalance of all macroeconomic indicators. Ukraine suffered territo-
rial and human losses, industrial production (coal, metallurgy, machine building, chemical industry),
financial and transport and logistics infrastructure was destroyed, residential facilities were destroyed.
It affects the well-being of the population.

Decreasing volumes of production affects the reduction of exports, and, accordingly, the inflow of
foreign currency. This weakens the position of the hryvnia and leads to higher prices, and as a result -
inflation. Additional emission of money accelerates its growth rate. Inflation in Ukraine devalues the
results of labor, destroys the monetary and credit system, weakens the national currency, impedes the
development of foreign trade and long-term investment.

Unfortunately, in our country there are a number of other problems that hamper the achievement of
high indicators of socio-economic development. As the main ones, it should be noted: imperfect im-
plementation of reforms, high levels of corruption and economic crime.

Corruption is the main internal threat to achieve high indicators of socio-economic development of
our state.

According to a survey conducted by Ernst & Young Global Limited in 2016, Ukraine is considered
the most corrupted of more than 40 countries in Europe, the Middle East, India and Africa.

The strategic goal of Ukraine is European integration and membership in the European Union (EU).
This is the best way to realize national interests, to build an economically developed and democratic
state, to strengthen positions in the system of international relations.

European integration for our state is the modernization of the economy, attraction of foreign in-
vestments and new technologies, creation of new jobs, increase of competitiveness of domestic prod-
ucts, output of commodity producers to the world market.

The political benefits of Ukraine's integration into the EU are linked to the creation of reliable
mechanisms for political stability, democracy and security. The rapprochement with the EU is a guar-
antee, and fulfilment of its requirements is an instrument for the development of democratic institu-
tions in Ukraine. In addition, EU membership will open the way to collective security structures of the
European Union, will ensure more effective coordination of actions with European states in the field of
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export control and non-proliferation of weapons of mass destruction, will allow intensifying cooperation
in the fight against organized crime, smuggling, illegal migration, drug trafficking, etc. [ 4].

European integration will contribute to increasing the productivity of the economy and the pace of
technological modernization under the influence of competition in a single European market and en-
suring free access to the latest technologies, capital, information; raising the skills of the labor force in
the conditions of their free movement within the single market; creating a more favorable investment
environment; Significant increase in trade volumes on the EU market; creation of preconditions for
accelerated growth of mutual exchange in industries with a higher level of science and technology;
improving the quality of regulatory institutions in the budget, banking, financial and corporate sectors.
Economic integration will also enable the use of EU regional development funds to accelerate the
transition to a higher level of economic development, inherent in more developed countries of the Eu-
ropean Union [5].

As a result of joining the EU, our country will receive the social benefits associated with high levels
of education, culture and social standards in Europe, decent pay and effective protection of citizens'
rights, a well-developed system of health care and the environment.

In order to increase the indicators of socio-economic development, Ukraine must implement such
principles of state policy that will enable the Ukrainian business to function effectively and provide a
decent standard of living for the population. This is a reduction in the tax burden, delayed payment of
taxes for newly created enterprises (fiscal policy); stabilization of the exchange rate of the national
currency, favorable conditions for lending to individuals and legal entities (monetary policy); improve-
ment of the investment climate, real support for innovative enterprises (innovation and investment pol-
icy); reduction of inflation, state regulation of prices for certain goods (price policy); prevention of unfair
competition (anti-monopoly policy); creation of new jobs and increase of real wages, implementation of
social payments (social policy); reduction of imports and increase of export of goods, eurointegration
(foreign economic policy).

Conclusions. The level of socio-economic development of Ukraine is due to the interaction of ex-
ternal and internal factors. The main external factor of the negative influence is the conduct of the war
on the territory of the state, among the internal ones one can distinguish, first of all, the lack of a com-
prehensive approach of the government to improve macroeconomic indicators. As a result, there is a
sharp fall in GDP, the investment climate worsens, inflation is accelerating. Total corruption and inap-
propriate conditions for doing business lead to an outflow of investments, migration of labor resources
abroad.

Natural resource potential and favorable geopolitical position provide a high level of socio-
economic development of Ukraine. A decisive role in this should be played by the correct state policy,
which involves: undertaking systemic reforms (institutional and structural transformation); macroeco-
nomic stabilization (fiscal, monetary, price policy, etc.); promotion of innovation and investment devel-
opment; introduction of high social standards of living of the population; European integration and
membership in the European Union.
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FINANCING OF PROJECTS OF USE
OF RENEWABLE ENERGY SOURCES

Urgency of the research. The issues of the use of re-
newable energy sources have the most active and positive
impact on resolving three global humanity issues: energy,
ecology, and food.

Target of setting. Against the backdrop of rapid increase of
population of the Earth and growth of world GDP, catastrophic
depletion of natural capital takes place. To avoid such negative
consequences is possible on condition of providing of global
sustainable development and use of alternative energy.

Actual scientific researches and issues analysis. In sci-
entific and expert communities the questions of the develop-
ment of RES are paid the most careful attention regardless of
their significance in the context of economy, ecology and energy
safety. There are many works of local scientists (O. M. Gudima,
D. V. Zerkalov, L. L. Tovagnyanski, S. B. Tulub, A. /. Shevzov,
A. K. Shidlovski, T. E. Yasnuk), who made a considerable scien-
tific contribution to development of RES.

Uninvestigated parts of general matters defining. Sta-
tistics of RES remains very fragmented and heterogeneous in
terms of the set of indexes and methods of their calculation.
Present researches on the development of RES as energy
efficiency tool, usually don’t touch a question of their compara-
tive cost and terms of implementation of new technologies.

The of research objective. The aim of the research is
profound study of financing of projects of use of RES, justifica-
tion of aggregated financial instruments, that help to overcome
certain investment barriers in the field of renewable energy.

The statement of basic materials. In the article it is justi-
fied that viability of projects of renewable energy sources
largely depends on market risks, that are the result of political
framework conditions and limited knowledge in terms of new
technologies, that is expressed in the increase of capital cost.

Conclusions. Tendencies require review of energy para-
digm, moving away from the system of domination of several
large energy supply objects to a lot of distributed energy sys-
tems, where consumer of electric power is a producer, and at
the same time identifies and controls by himself how and
where energy is consumed.

Keywords: renewable energy sources; alternative ener-
gy; crowdfunding; electric energy; energy; solar leasing; green
bonds.
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®IHAHCYBAHHSA NMPOEKTIB
BUKOPUCTAHHSA BIQHOBJTIOBAHUX
IOKEPEN EHEPTII

AkmyanbHicmb memu OociokeHHs. [lumaHHsI 8uKo-
pucmaHHsi 8i0HOB/II08aHUX OXxepes eHepeil HalakmueHium |
1O3UMUBHUM YUHOM 8r/lugaomb Ha PileHHsT mpbOoX 2a/1o-
banbHuUx npobnem modcmea: eHepeemuka, eKornoaisi, npodo-
80/1CMEO.

MocmaHoeka npobnemu. Ha mni cmpimkoz2o 36inbuweH-
HS1 HacesleHHs1 3eMHOI Kyni i pocmy ceimosozo BBI1 gidby-
8aembCsl KamacmpogiyHe 8UCHaXeHHs NMPUPOoOHO20 Karlima-
ny. YHUKHYmMU makux He2amueHUX HacsioKie MOXueo 3a
ymosu 3abesnedyeHHs1 2106anbHO20 CMIlKO20 pPO3BUMKY i
8uUKopuUcMaHHsi HempaduuiliHoi eHepaemuku.

AHani3z ocmanHix docnidxeHb ma ny6nikayid. Y Hayko-
80OMY | €KCriepmHoMy criigmosapucmeax numaHHsIM pO38UMKY
BAE npudinsembcs HalnurnbHilua ysaea 36axaro4u Ha ix 3Ha-
yywjiicme 8 KOHMeKcmi eKOHOMIKU, eKkosoeil i eHepaobesmneku.
€ 6azamo pobim eimyusHsHux ydyeHux (O. M. [yduma,
[. B. 3epkanos, /1. /1. TosaxHsiHcbkul, C. 6. Tyny6, A. I. Lles-
uos, A. K. ludnoscekud, T. €. SHcHioK), wo eHecnu 3HayHull
Haykoeul 8HecoK 8 po3sumok B/E.

BudineHHsi HedocnideHUX 4YacmuH 3a2asibHoOi Mnpo-
6nemu. Cmamucmuka BAE 3anuwaembscs Oyxe hpasmeH-
mapHO i Pi3HOPIOHOK Mo Habopy NMoka3HUKIe i Memodukam ix
yucneHHs. HasigHi docnidxeHHs npo po3sumok BLE sk iH-
cmpymeHmy eHepaoeghekmueHoCi, SK rpaeusio, He 3auvina-
oMb MUMaHHs iX NopieHAHHOI eapmocmi i mepmiHie 8rpo-
8a0XXeHHST HOBUX mexHosoeill.

lNocmaHoeka 3aedaHHs1. Memoto docnioxeHHs1 € enubo-
Ke 8UBYEHHs1 (hiHaHCysaHHS1 npoekmie sukopucmarHs B/E,
06rpyHmMy8aHHs agpeeosaHux ¢hiHaHCOBUX iHCMPYMEHMI8, sKi
crpusitomb  1000NaHHI NesHUX iHeecmuuitiHux 6ap'epie &
cgbepy giBHoBM0BaHUX OXeperl eHepzil.

BuknadeHHs1 ocHoOeHO20 Mamepiany. B cmammi
06rpyHmosaHo, wo xumme3damHicmb MPoeKkmig 8iOHO8Io-
8aHuXx Oxepen eHepaii 3Ha4YHOK MIpOK0 3anexums 8i0 PUHKO-
8UX pU3UKi8, SIKi, y C8OI0 Yepay, € pe3ysbmamom MoMimuYHUX
pamKosux yMo8 i 0OMexXeH020 3HaHHS 8iOHOCHO HOBUX MeX-
Honoeil, Wo supaxaembcs 8 36inbWeHHI UiHu Karimary.

BucHoeku. PoszansHymi meHOeHUii eumazaromb  rie-
peansidy eHepeemu4Hoi napaduasmu, eidxody 8id cucmemu
OomiHysaHHs1 OeKinbKOX 8eflUKUX 06'ekmig eHepaornocmayvaH-
Ha 0o b6esniyi po3nodineHux eHepzocucmem, Oe crioxusay
enekmpoeHepeaii 00HOYacHo € 8UPOBHUKOM, i Mpu YbOoMy cam
8u3Hayae | KOHMPOJIIoE, SK | Oe CroXUBaEMbCsl eHepais.

Knroyoei cnoea: eioHosnosaHi Oxeperna eHepeii, arnb-
mepHamusHa eHepaemuka; KpayoghaHOUHe; efnleKmpoeHep-
2isl; eHepaemuka; COHsIYHUU ri3uHe; 3esneHi obrieayji.
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Urgency of the research. The issues of use of renewable energy sources (RES) are actual for all
countries of the world due to different circumstances. For industrially developed countries of the world,
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dependent on import of fuels and energy resources (FER) - this is, first of all, energy safety. For indus-
trially developed countries of the world, rich in energy resources, it is ecological safety, conquest of
markets outlet for equipment.

For countries that develop, this is the fastest way to improve social and living conditions of the
population, possibility of industry development in environmentally acceptable way. And for the world, it
is opportunity to reduce greenhouse gas emissions and avoid global energy and economic crisis in the
near future. RES is not alternative to existing energy, it is energy of not so distant future.

However, energy is not confined to the role of RES. They have the most active and positive impact
on resolving three global humanity issues: energy, ecology, and food. Naturally enough, in the whole
world, scientific researches are carried out in all types of renewable energy sources. In different coun-
tries the level of financing of scientific works on renewable energy is from 10 to 30 % from the amount
of financing of works on energy [1].

Target setting. Actuality of research topic is related to general tendencies and issues of world
economy, in particular, its financial system in the context of ensuring global sustainable development.
Against the backdrop of the rapid increase of population of the Earth and growth of world GDP, cata-
strophic depletion of natural capital takes place. All of these according to UN predictions, can lead to
reformation of world economy taking into account profound social, economic and ecological changes.
To avoid such negative consequences is possible on condition of providing global sustainable devel-
opment and use of alternative energy.

Actual scientific researches and issues analysis. Significant contribution in the research of pre-
sent state and prospects of development, as energy of Ukraine on the whole and renewable in particu-
lar, has made O. M. Gudima, D. V. Zerkalov, L. L. Tovagnyanski, S. B. Tulub, A. |. Shevzov,
A. K. Shidlovski, T. E. Yasnuk.

In scientific and expert communities the questions of the development of RES are paid the most
careful attention regardless of their significance in the context of economy, ecology and energy safety
There are many works of scientists of neighboring CIS countries (Bezrukih P. P., Elistratov V. V., Ka-
nugin P. S., Osadchi G. B.) as well as foreign scientists (Autken D., Gubbins D., Sorensen B.,
Cher G.) who made a considerable scientific contribution to development of RES.

Uninvestigated parts of general matter defining. Additional investigation of questions of projects
financing of RES, macroeconomic effects of development of RES, government control having regard
to influence of economic problems and risks in this field in recent are needed. In addition, in the pres-
ence of a number of researches on certain types of RES, there are very few works on economic anal-
ysis and mechanisms of development of RES in the European Union with presentation of critical as-
sessments, as well as on the possible use of EU experience in Ukraine. Statistics of RES remains very
fragmented and heterogeneous in terms of the set of indexes and methods of their calculation.

Present researches on the development of RES as energy efficiency tool, usually don’t touch a
guestion of their comparative cost and terms of implementation of new technologies.

The research objective. The aim of the research is profound study of financing of projects of use
of RES, justification of aggregated financial instruments, that help to overcome certain investment bar-
riers in the field of renewable energy, identify problems of state support for renewable energy projects
and ways to solve them.

The statement of basic materials. Viability of projects of RES largely depends on market risks,
that are the result of political framework conditions and limited knowledge in terms of new technolo-
gies, that is expressed in the increase of capital cost. As compared to the objects of traditional genera-
tion, in the projects of RES large ratio of primary capital expenditure to operational, that makes them
very sensitive to capital cost. According to IRENA (International Renewable Energy Agency), the nor-
malized rationalized cost of windpower generation increases by approximately 60%, with capital cost
growth from 5.5% to 14.5% [1]. Relative impact on capital cost will grow, as fast as technology cost will
fall. As an example, the expenditures of network photovoltaic solar power plant in the life cycle (Fig. 1)
can be illustrated [2].
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Fig. 1. Data of network photovoltaic solar power plant in the life cycle

Depending on the expected cash flows of the project and included risks, for most RES projects in
developed markets, capital cost is 6 - 10%; in developing markets, this index is still higher. To finance
RES projects, new financial instruments are created that are suitable for a variety of investment portfo-
lios, - from small financial community to large investment funds. Hence, big business from traditional
energy sector invests more in RES. As markets and technologies become more mature, projects of
RES attract more investors: from private investment firms, developers and governments, to commer-
cial banks and institutional investors (Fig. 2) [3].

Main volume of financing RES projects comes from private investor: developers, commercial banks
and institutional investors. With the development of markets, private financing is growing, however, in
young emerging markets of RES, state financing and international cooperation plays an extraordinarily
important role. International financial institutions and banks of development in 2012 increased financ-
ing of projects of RES to $60 billion [4].

Developers, venture funds, government grants
Commercial banks, bilateral institutes

Financing in early stage,
small projects, including
demonstration of

projects (return of 8%) Increase of amount of prov- Institutional investors
Aim < USD 50 m en technologies, scales of
projects

Aim: USD 50-500 m Refinancing of projects, demonstration of real-
ized projects USD 100 m+

Fig. 2. Change of investment in the course of technologies development and increase of market maturity

Most of these facilities were allocated by national, interregional and bilateral financial institutions of
development, which are coordinated by the International Development Finance Club. A great number
of RES projects were financed by Climate Investment Fund and Green Climate Fund, that were creat-
ed on the initiative of World Bank and regional banks of development. The activities of Green Climate
Fund as well as of funds of climate investments are primarily aimed at stimulation of additional private
investments. It is necessary, that state financing will not drive out private investor. For this purpose, it
is necessary to develop new forms of agreements and financial instruments, so that concessionary
state financing would be focused on reducing the risks that prevent private financing. It would stimu-
late big investor to enter the market of RES. It should be noted that institutional investors are getting
increasingly concerned about the risks related to fossil fuel. In the end of 2013 coalition of 70 inves-
tors, the total volume of investments of which is $3 trillion, called for the largest global power and en-
ergy companies to assess the risk of climate scenario (scenario of active actions against climate
change) in relation to basic scenario of development [5]. In case of strengthening of climate policy,
RES projects are becoming more favorable alternative in relation to projects of traditional energy for
investor. Stable, reliable and long-term framework conditions for functioning of power generating in-
dustry and state credit are key success prerequisites on reduction of risk for investors in RES projects.
Good example of it is a station of concentrated solar energy of 500 MW in Morocco, that is the biggest
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solar power station of concentrated type in the world. First 120 — 160 MW of power was put into opera-
tion in 2015, the first block of this power station was launched in 2016. The project is unigue in its na-
ture, as several investors have joined together with the government and international financial institu-
tions, which have focused their efforts on reducing risks [6]. National support of projects of renewable
energy that is accompanied by demonstration of real projects with the moderate level of risk and prof-
itableness, and also establishment of state goals on increasing the shares of RES in national energy
balance with corresponding reflection of it in national long-term strategies can be an impulse for at-
tracting new investors to the field. Government also can integrate ecological imperatives in credit and
monetary policy, getting additional financial resources for the development of RES. Such practices are
already widespread in the world: Bank of Japan, for example, has established lower rate than one
percent for internal banks with the purpose of crediting «green» industries of economy. At international
level, integration of «ecological imperatives» to requirements of capital in the Basel Accords could
provide additional liquidity to RES sector. In developing countries financing of projects of RES also
has changed dramatically, in several stages: from the banks of development in 1990 — 2000, state
financing in 2000, to mainly commercial financing today. Previously, developers had to apply for fi-
nancing to traditional institutions of development, such as World Bank, European Investment Bank or
Asian Bank of development, but now, in economics with relatively mature market of RES, proprietors
of projects more often can receive necessary financing in independent commercial financial institu-
tions often even local. Investors by their nature tend to invest capital in assets that they know well,
accordingly, the degree of «awareness» of investor in relation to one or another financial instrument
determines the degree of risk for him greatly. RES are new participants in the market of financial as-
sets, and they can attract investors by means of integration in financial instruments of other sectors, in
particular. Such hybrid instruments exist in all levels: from local public projects to Renewable Energy
Platform for Institutional Investors, organized by the European Investment Bank.

New aggregated instruments help to overcome certain investment barriers, such as, insufficient
scale of project (project is too small for institutional investor), lack of quality information, unreliability of
developer. It is necessary to distinguish three of such instruments:

1) green infrastructural bonds;

2) crowdfunding;

3) popular financing and solar leasing.

Green bonds are bonds that are provided by assets of corporate bonds issued to refinance the
functioning of RES infrastructure, thus freeing up the developer's capital for further projects. Green
bonds allow investor to get access to capital market with fixed income (bond market). Green bonds
have been on the market for a long time, but until recently they did not have a high demand from in-
vestors. However now, as a result of rapid growth of RES sector, the picture has changed dramatical-
ly. The number of projects, that are suitable for financing by green bonds, as well as the number of
organizations that are ready to issue them, has increased.

The basis of crowdfunding is the principle, which is absolutely opposite to green bonds. Here there
are a lot of investors, including ordinary people, who can finance decentralized and cooperative RES
projects. One of the most successful projects of crowdfunding is leader of American market Mosaic.
Crowdfunding or popular financing was originally created to finance innovative creative projects with-
out any financial income. However, later on, innovative companies began to allow a great number of
investors to buy small shares of capital in RES projects. This principle is the basis of crowdfunding in
its present sense. Crowdfunding tends to reduce the cost of capital for investor, including countries
that develop. The pioneer of popular financing was nonprofit organization (NKO) of Kiva, that has al-
ready directed over $ 60 million of loans to small enterprises in 78 countries. Similar organizations
could invest globally, that would allow to finance specific projects on markets, for which access to capi-
tal is limited for some reasons.

The principle of solar leasing lies in the fact that solar panels for roofs are owned, used and dis-
posed of by third parties, while the equipment proprietor receives corresponding reward in the form of
reduction in electricity bill or direct payments. It gives cheaper electricity to proprietor of equipment,
without the need for large investments. The proprietors of panels get their profit through mechanisms
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of political stimulation and sale of electric power. This mechanism of financing was successful in the
USA, and also in Italy and Bangladesh.

The question of adaption of state support level to changing market conditions is of great interest. The
degree of maturity of RES market determines the level and form of state support. As the cost of technol-
ogies falls, there is a reduction of the cost of RES-generators, and, accordingly, their need for external
help. Thus, financial support that is needed for stimulating new RES projects, should be gradually re-
duced, that eventually, should decrease loading on taxpayers and superprofits of proprietors of projects.
However, as it was already mentioned, in young markets of RES, state financing remains the key condi-
tion of realization of RES projects [7]. The state policy of supporting RES firstly ensured the development
of industry at the expense of providing substantial financial benefits to investor. On many markets this
goal was reached: industry was developing headily, project expenditures were falling, what is more,
much faster than it was expected and predicted in government programs. There was a need to review
state policy and correct the amount of financial support that was allocated.

A number of governments of developed countries reacted by sharp reduction of subsidization or
abolished subsidies and tax allowance. All of it destabilized local markets greatly: private investors
rushed to complete projects before changes in rules. Destabilization took place on international mar-
ket, since project developers did not know how big this reduction in subsidies would be, and which
countries would follow this course. It should be noted that fall of expenditures and gradual reduction of
direct financial support is in favor of industry development. If state financing is stopped in the planned
order, that is clearly predicted and declared by government, this is the guarantee of stability of market
of RES and expenditure fall, since such clear policy does not create new risks.

As market of RES grows, and technologies become more and more competitive, honmonetary
forms of government support starts to prevail, which may include special measures of reducing in-
vestment risks, protection of intellectual property, priority access to networks, changes in tax legal
framework, development of educational programs and introduction of special industrial standards.
These measures must be long-term, moreover, they should not be sensitive to budgetary movements.
A good example of such non-monetary stimulation is national policy of support of RES in Malaysia,
which, together with establishment of green tariff, as the priority goals of its program distinguishes
R&D and human capital development.

It should also be noted that reduction or abolition of fuel subsidies in power generating industry
would have beneficial effect on the development of the RES sector, by creating strong market signals
and strengthening of competitiveness of RES.

In addition, abolition of fuel subsidizing could free up a large number of facilities that can be redi-
rected to the development of RES. The fact that traditional fuel power generators do not include in its
factory expense air pollution and environmental damage is also a hidden form of subsidization that
indirectly impedes the development of RES.

Regulatory mistakes, as well as excessive suggestion of emission quotas, have led to the fact that
the price for CO2 is now unjustifiably low and, in order to bring it to adequate level, there is a need of
agreed international policy and a strong lobby of REE.

It is necessary to pay special attention to the impact of RES on prices on markets of markets of
electric energy. Before liberalization of market of electric energy in Europe, production and sale of
electric energy to ultimate customer was carried out by several small generating companies. Function-
ing of industry was very much opaque, measure of monopolization was big, and price was much high-
er than competitive level. To promote competitive pricing in the industry, exchanges were established.
The first European exchange of electric energy was found in the Scandinavian region in 1993. Other
European exchanges appeared after 1999 (1999 Amsterdam Power Exchange (APE), 2001 die of En-
ergy Exchange Austria (EXA)) [8]. At these exchanges the product «electric energy» is traded in two
main segments: the long-term and short-term (spot) market. In the long-term market agreements (con-
tracts) are concluded for several years. Thus, a wholesale customer can now buy electric energy for
the next six years. In the spot market, electric energy is traded, supply and consumption of which will
occur during the day [9].
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Due to limited electric energy transmission capacity, there is still no single electric energy market in
Europe, but trade is not limited to national boundaries of states. There are seven European market
zones that unite electric energy systems of several countries. Accordingly, for every zone there is its
exchange. Since 2008, the level of prices in these markets and their dynamics are similar [10]. The
basis of pricing in the local electric energy market is classical supply and demand mechanism. Since
the spot market is short-term, variable costs play the determining role for generating companies. Until
the price is higher than variable costs, market participants have economic interest in using their gen-
erating capacity.

As variable costs of the morally and physically obsolete power stations have always been especial-
ly big, electro-generating companies, which operate on the newest factories, receive maximum profit
when demand is especially high and when variable costs of old power stations are price-determining.
At low power demand old power stations will not work because price is too low to cover their variable
costs. At the same time, power stations that are used at low demand have small marginal profit [11].
As it is known, variable costs of many RES technologies is practically zero, because the sun and the
wind we get for free [12]. In order to support renewable energy producers, in many countries electric
energy that is generated on the basis of RES has the privileged status: it enters the network, is re-
ceived and consumed first of all.

Conclusions. As the share of RES in the energy balance grows, the structure of power generating
industry undergoes substantial changes. The field, which was made up of big objects of centralized
energy supply, is becoming more and more decentralized, heterogeneous, dispersed.

In Germany, almost half of all RES generating objects of RES are in property of households and
farmers, and only 12% of RES assets are managed by big energy companies directly. New technolo-
gies of energy conservation and so-called "intelligent" technologies (smart) of demand-oriented man-
agement of energy consumption are developing. In many emerging markets, autonomous and mini
energy systems of RES have already been main source of electricity. Thus, many developing coun-
tries, where formation of energy systems is just beginning, have the opportunity to jump over the de-
velopment of centralized energy supply systems and immediately create flexible decentralized system
of mini-energy supply. These and other tendencies require the review of energy paradigm, moving
away from the system of domination of several large energy supply objects to a lot of distributed pow-
er systems, where consumer of electric energy is simultaneously a producer, and at the same time
identifies and controls by himself how and where energy is consumed. The state can do a lot to devel-
op new energy paradigm, as well as, on the contrary, to support and preserve the old centralized
model. Investors in technology of RES need stable and predictable framework conditions. They also
need unified rules of the game, including the reduction of subsidies for fuel energy

In addition, investor needs new electric energy transmission infrastructure, which would allow to
take advantage of the synergy of different types of RES. The new energy supply paradigm means that
governments should realize and admit the full range of benefits and advantages from development of
RES in all possible areas: it is care of population health, development of rural and isolated regions,
energy safety and import substitution of fossil fuels. Current changes create potential for new industrial
revolution, creation of new energy system based on renewable energy.
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PROBLEMS OF FORMATION OF THE
NEOINDUSTRIAL MODEL FOR INDUSTRY
DEVELOPMENT IN UKRAINE

Urgency of the research. The current state of the Ukrain-
ian industry, uncompetitive but with the desire to integrate into
the world processes of neo-industrialization, practically has no
opportunity to enter a new level of production and efficiency.

In connection with this, the need to elaborate the Ukraini-
an scenario of neo-industrialization and find the most favoura-
ble conditions for its successful implementation is actualized.

Target setting. Domestic industry should become the
"point of growth" in the country, for this it is necessary to clear-
ly identify the internal and external challenges that will arise
along the way.

Actual scientific researches and issues analysis. Sig-
nificant scientific developments on the problem of neo-
industrialization in Ukraine and modern industrial policy are
contained in the work of researchers Heyets V. M., Gorbu-
lin V., Amosha A. |., Zveryakov M. l., Kindzers’kyi Yu, Ma-
zur V. L., Zinchenko V. A., Vishnevsky V. P., Zbarazska L. O.,
Kizim M. O.

Uninvestigated parts of general matters defining. At
the same time, the problem of the effective inclusion of
Ukrainian industry in the process of neo-industrialization as a
leading global trend of economic development remains insuffi-
ciently highlighted.

The research objective. Substantiation of adequate solu-
tions to the modern challenges of strategic decisions on the
development of Ukrainian industry based on the formation of a
neo-industrial model.

The statement of basic materials. The article deals with
the main problem issues, presents both internal and external
factors of the negative influence of the transition of industry of
Ukraine to the process of neoindustrialization.

Conclusions. Industry is like the whole economy in a
crisis situation, in this regard, a list of priority actions that
directly affect the functioning and development of industrial
production, should be contained in the Strategy of Industrial
Development of Ukraine.

Keywords: industry; industrial strategy; industrial politics;
neoindustrialization; economic development.
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NPOBJIEMN ®OPMYBAHHA
HEOIHAYCTPIANbHOI MOAENI PO3BUTKY
NMPOMMCNOBOCTI B YKPAIHI

AkmyanbHicmb memu 0docnidxeHHs. CyyacHuli cmaH
npomucriogocmi YkpaiHu, HeKOHKYpeHMOCNPOMOXHOI ane 3
npagHeHHAM 00 iHmezpauii y ceimosi npoyecu HeoiHdycmpia-
ni3auii, NpakKmMu4yHO He Mae MOXueocmi eulimu Ha Hoeul
pigeHb 8upobHUYUmMea U eghekmusHocMmi.

Y 383Ky 3 yuMm akmyarsizyembcs HeobxiOHicmb onpauto-
8aHHS1 yKpaiHCbKO20 cuyeHapito HeoiHOycmpianisauii ma nowyky
Halbinbw crnpusmsnueux ymos 0115 tio2o ycriwHoi pearizauji.

MocmaHoeka npo6nemu. BimyusHsiHa npomucnosicms
mae crmamu «MOYKOK 3pOCMaHHs» 8 KpaiHi, 051 yb020 Heob-
XiOHO YimKO 8u3Ha4yumu 8HympiluHi ma 308HiWHI BUKIUKU, SIKi
rnocmaHyms Ha UbOMy WIISIXY.

AHani3 ocmaHHix docnioxeHb i ny6nikayil. 3HayHi Ha-
yKosi HarnpaurosaHHs 3 rnpobnemu HeoiHOycmpianizauii e
YKpaiHi ma cy4yacHoi mpomMuci080i nomimuku Micmsimscs y
pobomax docnidHukie [eluys B. M., [opbynuHa B., Amo-
wi A. U., 3eepsikosa M.I., Kindsepcbkoeo FO., Ma3sypa B. J1.,
3iHueHko B. A., BuwmHescbkozo B. [1., 36apascbkoi/l. O.,
Kusuma M. O.

BudineHHs1 HedocnidxeHUx 4YacmuH 3a2aslbHoi npo-
6nemu. B mol xe yac nesHow Mipow 3anuwaemscsi Hedo-
cmamHbO euceimneHor npobrema egheKmu8HO20 BKITIHEH-
HS1 yKpaiHCcbKol npomuciosocmi y npouec HeoiHoycmpianidauii
SIK MpoeidHul ceimosuli mpeHO eKOHOMIYHO20 PO38UMKY.

lMocmaHoeka 3aedaHHsi. Ob6rpyHmMysaHHsI adeKkeamHux
Cy4acHUM BUKIUKaM CmpameaiyHux piueHb w000 po3gumky
npomucrnogocmi YkpaiHu Ha ocHO8i ¢hopmysaHHs HeOiHOycm-
pianibHOI moderni.

Buknad ocHogHoz20 Mamepiany. ¥ cmammi po32nsiHy-
mo OCHO8HI MpobrnemMHi numaHHs, HagedeHO SK GHYMPIWHI
mak i 308HIWHI HYUHHUKU He2amueHo20 erusy rnepexody
npomucnosocmi YkpaiHu 0o npoyecy HeoiHOycmpianisaui.

BucHoeku. [lpomucriogicmb 3HaxodumbCs K | 8CS1 €KO-
HOMIKa y Kpu3080MYy CmaHi, y 38’3Ky 3 UuM repesiik npiopu-
memmHux 0ill ki 6e3rnocepedHbO 8rIUBadMb Ha OYHKUIOHY-
8aHHS ma po38UMOK MPOMUCII08020 8UPObHUYMEa, Mae Mic-
mumucs y Cmpameaii po3gumky npomucsio8ocmi Ykpaixu.

Knroyoei cnoea: npomucrniosicms; npomucriosa cmpa-
meeisi; npomucnosa nonimuka; HeoiHOycmpianidauis;, €eKOHO-
MIiYHUU PO38UMOK.
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Urgency of the research. Further development of the industry of Ukraine in the shadow of modern
global political, economic and social changes dictates the need for large-scale scholarly discussions
involving national and foreign research workers. This particular combination of conceptual and in-
formative developments helps to find the most efficient ways to solve the problem of system update for
the industrial model of Ukraine suitable for modern global challenges and national interests.

Target setting. Ukraine with mainly non-competitive industry works towards fitting into global neo-
industrial processes what shall provide an opportunity to move to a new level of production and effi-
ciency.
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However, the obstacles preventing it include: unstable dynamics of volume of production where
downtrends with significant market factor predominate; global structural deformations in sectorial,
market and intraregional sections; speculation on margin of industrial producers in international mar-
kets with export raw orientation of economic performance predominating; significant lag in technology
of existing producers; low level of environmental compatibility of technologies and products; oligarch
monopolistic structure of industrial productions. Positive processes of industrial development are in
equal measure hold down by lack of development of internal and external infrastructure (transport,
marketing, logistics); investment and innovative insolvency of the majority of producers; absence of
reliable development finance institutions due to limitedness of proper capital assets of the enterprises;
deterioration in skilled personnel at the industrial enterprises. Such circumstances prove the necessity
to study Ukrainian neoindustrialization scenario and to search optimum conditions for its successful
implementation.

Actual scientific researches and issues analysis. Scientific rationale for further ways of industri-
al development at the current stage is an important course of recent research of key academic institu-
tions and higher educational facilities of Ukraine. They cover a wide range of theoretic, methodologi-
cal, conceptual and practical questions of industrial development in the light of system transformations
of the state, business, society, world economy.

Based on the analysis of scientific publications the basic concepts of scientists and research work-
ers were summarized:

— there studied the problems of transition to innovative model of industrial growth and development;
influence of institutional environment on innovative development of industrial production; interdepend-
ence of economic and political transformations as a background for efficient development of the na-
tional economy [1];

— there analyzed relevant concept and tasks for modernization of state industrial policy of Ukraine
oriented on the national interests;

— there developed the approaches to modern national strategy of industrial development and proper
industrial policy;

— there given propositions for priority development fields of the industry of Ukraine at the present time
that include endogenesis, technological modernization, cost-efficient for the country business line at a
global, European and internal scale, diversification of the industry production and improvement of its
structure; there specified such major goals of industrial reforms as minimization of external depend-
ence, growth of high-tech production, taking dominating positions at an internal consumer market by
domestic producers; assurance of food supply security of the country and achievement of the global
producer status, assurance of the military security of the country due to renewal of national military-
industrial complex, assurance of energy security [2];

— there examined historical and institutional aspects of organization of industrial policy [3]; there em-
phasized an important role of industrial policy for neoidustrialization in Ukraine particularly in regards
to the organization of development institutions and capable of innovations corporate sector;

— there recommended priorities for state industrial policy in key industries of Ukraine; based on deep
state analysis and possibilities of the development of various industrial productions, there emphasized
the importance of consideration of peculiarities thereof when developing specific lines and government
interventions in the industrial field [4];

— there proposed detailed comparative analysis of the models of modern industrial policy with prefer-
ences and type of development, degree of state support and selection of potential instruments [5].

Significant scientific studies of the problems of neoindustrialization in Ukraine and modern industri-
al policy can be found in the works of the researchers from the Institute of Industrial Economics of the
National Academy of Sciences of Ukraine. They are based on modern theoretical insights into indus-
trial development, analysis of foreign experience in industrial policy and practice, and mostly on de-
tailed analysis of Ukrainian realities. Practical focus of these research works is reflected in suggestions
on: implementation of matrix industrial policy as a more flexible model of combination of instruments of
administrative and market regulation; identification of priorities and objectives of neoindustrialization
based on interdependence of strategic targets of economic development and restricted at this stage
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possibilities; stage-by-stage approach of organization transition to a new model; key principles and
courses of its institutional provision [6]. Significant attention paid to the problems of industrial devel-
opment in the regions of the country what gains value in the context of deep transregional socio-
economic disbalance and transition to a wide decentralization of government control.

Summing up the survey one may come to a conclusion about common to national scientific work-
ers understanding of the importance to develop new strategy and policy for industrial sector in the con-
text of the changes occurring in national and world economy. Primarily this refers to “new industrializa-
tion” (or “neoindustrialization”) as a result of reconsideration by the governments of world’s major
economies of basic concepts of economic and above all things industrial growth under the conditions
of development of new phenomena and tendencies.

Uninvestigated parts of general matters defining. At the same time, the problem of the effective
inclusion of Ukrainian industry in the process of neo-industrialization as a leading global trend of eco-
nomic development remains insufficiently highlighted.

The research objective. The objective of this article is to provide a rationale for relevant to con-
temporary challenges strategic decisions on the development of the industry of Ukraine based on neo-
industrial model.

The statement of basic materials. Problems of real transition of Ukrainian industry to a new stage
of development, called “neoindustrialization”, have both internal and external causes.

To begin with this refers to extremely unfavorable initial (available) conditions — major deindustriali-
zation as an actual result of the transformation process over the years of development of national
identity of Ukraine and its new economic model. The majority of researchers, experts as well as skilled
workers agree that this happened accordingly of ineffectually selected economic policy oriented mainly
on monetary control under the conditions of preserving ineffective structure of economics, industry and
institutional environment. However, it is necessary to emphasize a no less significant role of general
inefficiency of domestic production that in the context of global transparency of economics led to a
quick collapse of the industrial complex of Ukraine as non-competitive. This brings the necessity to
attract intensive investments, fundamental changes of innovation system (taking into account that it
exists in Ukraine) or at least renewal and development of its efficient and key components in the first
place in the research and development sphere and mechanisms of its interaction with real production.
Scale of deindustrialization in Ukraine need quantitative production increase as a first stage of rein-
dustrialization.

At the same time recognizes that separate isolated competitive productions in Ukraine practically in
spite of national policy still preserved. In particular, Ukraine belongs within the eight countries that
possess complete cycle of design and fabrication of aircraft engines that are used in more than 100
countries of the world, and within 10 countries with a complete cycle of aircraft engineering — from de-
sign to serial production. Globally competitive are national compressor, transformer and turbo-atomic
productions [4, p. 48].

However, a full-scale deployment of this or any other high-tech productions faces the problem of
distribution and insufficient financing and technological development of available production capaci-
ties. Thus the question of state support of innovative in nature productions for many years is one of
the urgent but debatable — either to support thoroughly such unique productions or to “let go” to an
independent competitive voyage? Considering current state of leading knowledge-based industries in
Ukraine, one can absolutely agree, “preserving and development of such unique enterprises shall be-
come a priority orientation of the industrial policy of Ukraine” [4, p. 52].

The generalization of global experience proves that the development of high-tech productions of
serial character in one way or another relies on state support. The differences are around specific are-
as (research and development, production, export-import regulation etc.) and forms (direct or indirect).

This is not to say that state industrial policy in Ukraine entirely ignores unique productions and en-
terprises: there developed sectoral strategies with quite a wide range of methods of state stimulation
and support. However, most of them are still strategies. Therefore, it is necessary to transform sched-
uled measures into practices because the development of specified industries is a real way to neoin-
dustrial growth.
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Another major problem is deficit of investment funds for implementation of neoindustrial projects.
This entails both state and corporate investments. The first are limited by constant budget gap and
others by unstable state of production and thus by revenue contraction and increase in economic loss.

Over the last years due to the affairs in Autonomous Republic of Crimea and in the east of the
country business finances suffered bad losses: according to State Service of Statistics of Ukraine [9],
in 2014-2016 production sector had negative financial result — correspondingly by year (-166,4), (-
181,4), (-7,6) billions of UAH. Significant is the number of loss-making enterprises — around one third.
The biggest loss is in refining industry what decreases its investment potential and financial sufficiency
for modernization.

Thus through the lens of make up for investment deficit the system of public-private partnership
must be developed as a mechanism of financial support of mutually beneficial large-scale projects,
mainly for modernization of industrial infrastructure of national and regional level.

Not least important is attraction of foreign direct investments as a catalyst of investment processes
at large and innovation-filled in particular. Although looking at the experience of the previous years
one cannot rely entirely on substantial growth thereof in the mid-term period. Negative influence shall
have macroeconomic, market and also sociopolitical instability, violent fluctuations of currency rate,
poor quality of tax policy etc.

Another aspect that reveals the whole complex of problems of transition to neoindustrial model is
quality and efficiency of industrial policy. Quite accurately the industrial policy of Ukraine throughout
the transformation period can be characterized as [4, c. 5]: “Industrial strategies and policy from the
date when the Independence of Ukraine was proclaimed practically did not involve measures on pre-
serving existing industrial, intellectual, educational, workforce capacities of the country. Under such
conditions spontaneous i.e. uncontrolled and unpredictable by the government authorities transition of
national economy to unrestricted market conditions led to permanent losses in the industrial sector”.

This is only one of the many similar conclusions that are contained in a quite large national bibliog-
raphy on inadequacy of state industrial policy to the conditions and tasks of industrial development in
Ukraine and economic results thereof. Therefore, the proposition on the development of a new indus-
trial policy on modern principles present among many scientists and experts is accepted as reasona-
ble and urgent.

At present time at the stage of transition to practical solutions of neoindustrialization tasks, the
problem of development of the efficient mechanisms of implementation of modern industrial policy
takes on particular importance. This is conditional upon difficulty and complex character of new tasks,
availability of specifically state political platform for approved and coordinated interaction between all
interested parties — society, state and business.

Relevant to state industrial policy still are the following priorities: national security protection; pro-
tection of economic interests of national producers; reliable supply with fuel and raw material re-
sources; development of dynamic domestic market as a growth factor; efficient state support of in-
vestments, innovations, foreign economic activity; accomplished interaction of science and production;
effective international production and economic cooperation; demonopolization and reinforcement of
competitive environment; balancing of industrial development of the regions; complex ecologization of
the industrial sector.

Another burning problem of neoindustrialiation in Ukraine is personnel problem. Here several dif-
ferent factors come into play: purely demographic phenomenon — significant retirement of workers by
age; loss of qualified personnel due to extinction of the whole productions or major shutdown thereof;
labor emigration; lack of motivation for young people in a real sector due to low level of salaries; de-
pression of career and technical education system; cut down in general level of training of engineers
and technicians at higher educational facilities. In other words, extensive utilization of labor resources
during neoindustrial growth is limited by the ability of labor market to attract to production ale-bodied
persons. Thus priority shall be granted to the increase of efficiency of labor.

Poor quality of labor market that is not able to balance needs of employers and employees under
the conditions of fast structural changes, general instability etc. also plays negative role. As shown in
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official statistics the need of production in qualified personnel increases — at the end of 2016 it is 10
thousand people [10].

In case we agree that neoindustrialization is a way to innovative development then knowledgeable
creative active human resources are meant to be the key factor of development and effective opera-
tion of the new production. New technologies demand from workers new knowledge and skills. Except
experience it must be admitted that new unconventional approaches, active creativity, mobility are the
prerogative power of young people. Although according to estimates the level of unemployment is
twice as big particularly among young people before 25 than national average — 22,4% of economical-
ly active population [11].

Skills mismatch of personnel in Ukraine is even recognized at an international scale — less than 40
percent of graduates of higher educational facilities find work in the sphere they studied [11]. Such
difference between proposition and demand for skilled personnel must be at least partially solved by
the development of neoindustrial modernization of industrial production. At the same time, it is neces-
sary to work now towards the situation when labor legislation does not restrain the processes of tech-
nological renovation but contributes to it in terms of structural changes, flexibility of labor management
relations, motivation of business and workers to earn high qualification and its improvement, adequate
standard of labour protection.

The problem of qualitative human resources is not specific for Ukraine. One has only to think about
the active policy of developed countries (West Germany, the USA) and the emergent nations (China,
India) on import of qualified personnel and promising students, from Ukraine also, through efficient
programs of motivation. Maximum demand is for professionals of IT-sector, R&D, workers of high-tech
manufacturing. Developing countries practice mechanisms of targeted specialist trainings at the lead-
ing higher educational facilities of the world with their further application in the national economy (as
an obligatory condition for state support of the education). Further visa regime liberalization with the
EU contains not only advantages but also risks of labor migration from Ukraine (despite the existing
limitations of the new order).

It is impossible to ignore the problem of big share of informal economy (shadow economy) and in-
formal employment. Under these conditions the processes of strategic planning and government con-
trol over economic functions become more complicated, significant funds, potentially important for in-
vestment and innovative activity, are moved from the sphere of budgetary resources. Informal em-
ployment, with a more attractive cost of labor, works as a mechanism of crossflow of skilled personnel
essential for domestic high-tech manufacturing.

For dynamic and efficient implementation of the neoindustrialization programs in Ukraine, it is also
necessary to solve the problem of organization equal cooperation between government and business.
Nowadays absence of such strategic parity is evident and this greatly holds back the reforms in eco-
nomics. The main reason thereof has an institutional character — the institute of trust has been de-
stroyed between all the subjects and all the stages of society.

The vital task in this regard is the development of stable and reliable communication lines as to
strategies and industrial policy including involved subjects of the society. Foreign experience provides
variety of forms of such cooperation that can be adapted to Ukrainian conditions.

Specific Ukrainian problem of nowadays is the situation with Crimea and Donbas. It causes political
instability, significantly draws attention and costs to priority problems of national security and defense.
At the same time, it may push the economy to quick renewal of high-tech industrial production be-
cause military-industrial sectors that is usually oriented on innovative technologies and products.

Regarding the problems of neoindustrialization in Ukraine (and also other countries) connected
with external factors, which should be noted, it is reasonable to mention the following: global process-
es of redistribution of natural resources, destabilization of economy of many countries and regions
(EV); marked aggravation of social and economic conflicts up to military collisions etc. This makes it
harder to access global market of resources, products, investments and innovations, to reinforce glob-
al competition, to change the structure of transnational production chains of value creation.

The general dynamics of industrial production in Ukraine as well as its structural characteristics are
greatly influenced by international market conditions and by business environment of foreign econo-
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mies. Field structural proportions prove the absence of clear strategy for the development of industrial
production. Territorial structure of Ukrainian industry reflects its “historic genesis” as oriented on raw
and low processing plants concentrated around the deposits of natural resources.

According to the budget for 2018 the key area of systemic reforms is: defense capacity, diplomacy,
social standards, education, healthcare service, agro-industrial complex, road infrastructure, culture.
Industry is not specified among systemic reforms.

Reduction of the share of production sector in GVA in economics is caused mainly by the industrial
efficiency reduction factor but not by the reduction of its scope (although that has its own influence).
This is a matter of principle in the context of such strategic orientation of neoindustrialization, as inte-
gration into effective global value chains (GVCs). Such dynamics of GVA makes the industry of
Ukraine unattractive for MNC, which are key players in establishing manufacturing GVCs.

According to basic dynamic and structural parameters, Ukraine is in quite critical state comparing
to the developing countries. Identified issues are typical for the industry of Ukraine for a long time what
proves their dependence from system factors. Present situation belongs to integrated influence of fac-
tors of transformation (establishment of market model) and exceptional character (military and political
conflict in Donbas). This should be considered as a significant argument in favor of neoindustrializa-
tion as the latest model of economic development under circumstances of new challenges of national
and global character.

Moreover, according to the characteristics of present losses of industrial production (in a volume of
output, sectoral structure, efficiency) a course of complex industrial recovery oriented on the priority of
technological and structural renewal shall dominate in the national concept of the neoindustrial devel-
opment.

In the strategies of industrial policy of Ukraine extremely limited attention is paid to labour potential
of the industry, its organization, utilization and development in accordance with the demands of pro-
gressive changes thereof. Personnel of industrial enterprises has low characteristics of competitive
ability. Its common characteristics include rigidity to changes in production processes and weak ap-
prehension of innovations, low labour activity and efficiency of labour, failure to observe safety re-
quirements and work safety, low legal and computer literacy etc. Thereafter cost of labour in industrial
sector is low as well as in the economy of the country. In the industrial sector with inflation the dynam-
ics of nominal wage do not guarantee growth in prosperity of industrial workers. Low pay does not
guarantee the implementation of both productional and motivation functions. It does not inspire per-
sonnel to increase labour productivity, qualitatively perform labour functions, increase professional
skills, worker to be interested in the development of an enterprise. Therefore, underpayment slows
down the development of labour potential of the industrial sector, stipulates high turnover of staff and
loss of the most qualified and talented workers, prevents attraction of young people to industrial sector.

Optimistic expectations of Ukraine to enter WTO failed. It had no positive results as domestic prod-
ucts have low competitive ability. Instead opening of domestic markets attracted foreign producers. At-
tempts of Ukrainian government to change the conditions of Ukrainian presence in WTO still have no
results. Rate of growth of export of Ukrainian goods is lower than in other countries of the world. Export
allows developing countries to increase its prosperity (exporting goods we import middle class that moti-
vates the development of internal market). In the meantime, Ukraine has lost global competition both at
the goods market and at the investment market fight for investor. The second results from the first.

Unsuccessful were the conditions for signing of the Agreement of Association “Ukraine — EU”. This
step led to tremendous drop in volume of export-import operations with CIS countries and Russian
Federation. Export to EU also decreas. Out of 36 positions of goods, Ukraine received quota for from
the EU in 2015, only two were realizaed. The others are not realized because of low quality of goods
and services of domestic production, production thereof has deviations from European standards 1ISO
9000. By various estimates transition to European standards requires much time and expenses in the
amount of 150-200 billions of euro. EU practically does not provide any donations to Ukraine, it is also
impossible to obtain and then return such large capitals by way of credits.

Conclusions. Following the research it is made clear that national industry as well as all the econ-
omy is declining. Nevertheless, it is meant to be a “growth point” in the country and pull out all the sys-
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tem of national economic management if neoindustrial model of development shall be formed and im-
plemented in Ukraine. For this purpose, there are defined internal and external challenges that may
arise on the way. The problems mentioned above are not the only hardships Ukraine may come
across on the way of neoindustrial modernization. However, the state and economy practically have
no time to postpone the transition to new models of industrial development.

In this regard the list of priority governmental actions during mid-term period that have a direct im-
pact on functioning and development of industrial production can be found in the Development Strate-
gy for the Industry of Ukraine and must include:

e development of innovations and reform in the sphere of intellectual property (foundation of
premises for the development and large-scale implementation of innovations in all the fields of the
economy, and for further transition to digital economics, and in particular improvement of statutory and
regularity background in regard to innovations, intellectual property and digital economy, improvement
of state policy in these areas and implementation of programs directed to promote and support innova-
tion development);

e development of industrial production and attraction of investments (arrangement of conditions
for investment growth in industrial sector, modernization of production and infrastructure, foundation of
premises for the development and diversification of export, engagement of domestic production unit in
global value chains);

e development of export and expansion of foreign economic relations (search of new markets
and reorientation of foreign economic relations of Ukraine to alternative product markets, development
of export of goods and services);

e increasing of energy independence (growth of domestic production of power resources; mod-
ernization of energy infrastructure, energy supply diversification; transition of energy industry of
Ukraine to market principles of operation, implementation of standards of European system of energy
security with the focus on cyber security and energy supply security; expanding of regulating shunting
hydropower capacities and pump-storage power plants);

e reform in coal mining industry (ensuring of economic efficiency (self repayment) of coal mining
sector by going to market principles of coal market performance, introduction of electronic stock trad-
ing, attraction of private investments to the sector and privatization of coal mines; control over effective
restructuring of the field and social support of coalminers);

e development of renewable energy sector (increase in the number of energy carriers produced
from renewable energy sources within general final energy consumption);

e establishment of energy efficiency and energy conservation (decrease in volume of energy
consumption, implementation of up-to-date energy-efficient technologies; arrangement of measures
on growth of energy efficiency, control over economical use of energy resources by the population,
improvement of the quality of life of the population due to reduction in expenses for energy resources,
rational use of funds of state and local budgets directed to recover expenses for the use of energy re-
sources);

e expansion of mineral resources base (satisfaction of needs of the nation economy in mineral
resources by means of domestic production; decrease or total elimination of the dependency of
Ukraine from import of mineral resources and growth of export potential of the country due to domestic
production of mineral resources that have demand on the global market; attraction of exploration com-
panies to the market of Ukraine);

e assistance to productive employment, reform of the labour market (realization of the active
employment policy helping unemployed to return to labour activity, arrangement of conditions for de-
creasing informal employment, rise of earnings for working citizens, deregulation of employer-
employee relations).
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ACTIVITIES STIMULATION MEANS
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Urgency of the research. Stimulation of investment activ-
ity in Ukraine has always been justified and carried out as one
of the priorities, but lack of clear institutional scheme for the
regulating of investment activity under the influence of admin-
istrative-territorial reform progress stipulate the urgency to
determine the current up-to-date order of institutionalization of
the means for the activization of investments in the national
economy.

Target setting. The essence of the problem is to substan-
tiate the theoretical and practical principles of favourable insti-
tutional environment formation for investments attracting into
the national economy in up-to-date condition on the basis of
institutionalization process essence definition, considering
foreign and domestic experience.

Actual scientific researches and issues analysis. The
theoretical and practical bases for stimulation of investment activi-
ties are determined in works of B. V. Burkynskyi, V. M. Heyets,
V. P. Juk, V. F. Martynenko, A. Pavlyuk, A. A. Peresada., |. Pi-
doricheva, A. M. Poruchnik, Ye. V. Redzhyuk, V. P. Seminozhen-
ko, I. Z. Storonyanska, N. O. Tatarenko.

Uninvestigated parts of general matters defining.
There are unsolved aspects concerning the estimation of the
level and degree of institutionalization of various stimulation
measures of investment activity in the national economy in the
context of decentralization reform.

The research objective. The article aims to determine the
theoretical and applied principles of the formation of favorable
institutional environment for the attracting of investments into
the national economy, taking into account the influence of de-
centralization processes and domestic & foreign experience.

The statement of basic materials. The article substanti-
ates the essence of the category of favorable institutional
support of investments. The list of measures of fiscal-
budgetary, organizational-informational, marketing, adminis-
trative character for the stimulation of investment activities in
the national economy is determined; the order of their institu-
tionalization under the influence of decentralization processes
is substantiated.

Conclusions. The prospects of the set of measures for
the stimulation of investment activity in the national economy,
provided by territorial communities consist in creation of fa-
vorable institutional environment that is able to attract addi-
tional investment into the points of economic growth.
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ments; special economic zones; institutional provision of in-
vestments; investment environment.
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AkmyanbHicmb memu OocniOXeHH:1. CmumMynoeaHHsi
iHeecmuuitiHoi akmueHocmi 8 YkpaiHi 3aexdu obrpyHmosysa-
nock i 30ilicHro8anock 8 SKocmi 00HO20 3 Mepuioyepeosux
3ae0aHb, 00HaKk HedocmamHicmpe iHCmumyuioHanizauii npo-
8adXEHHS1 peayreaHHs iIHeeCcmuyitiHoOi akmusHoCcmi 8 ymMo-
8ax alMiHicmpamugsHoO-mepumopianbHo20 peghopMy8aHHs
0bymoernie HeobXiOHICMb B8U3HAYEHHSI aKkmyasi3o8aHo20
nopsAdKy iHcmumyyioHanisauii 3axodie akmusizauii iHeecmu-
uitiHoi disinbHOCMI 8 HauioHasbHIli eKOHOMIU.

lMocmanoeka npo6nemu. IcHye HeobxiOHicmb 06rpyH-
mygaHHs1 meopemuyHUX ma fpuknadHux 3acad ¢hopmysaHHs
crpusimueo20 iHcmumyuioHanbHo20 cepedosulya 071 3aiy-
YeHHSs1 iHeecmuuyil 8 HauioHaslbHy eKOHOMIKY 8 Cy4acHUX yMo-
8ax Ha OCHO8I 8U3HAYEHHS CymHOCMI rpouecy iHcmumyuio-
Hanisauii, ma 3 epaxyeaHHsIM IHO3eMHO20 | 8iMYU3HSIHO20
docsidy.

AHani3 ocmaHrHix docnioxeHb i ny6nikauyii. TeopemuyHi
ma npuknadHi 0CHO8U CMUMYJI08aHHS iH8eCMUUIUHOI disiibHO-
cmi eusHawmb 8 ceoix pobomax b. B. BypkuHCbKul,
B. M. leeyb, B. I. Xyk, B. ®. MapmuHeHko, A. [laesniok,
A. A. lNepecada., I. lMidopuyesa, A. M. lNopy4Huk, €. B. Pedstok,
B. . CemuHoxeHKo, |. 3. CmOpOoHsIHCbKa.

BudineHHs1 HedocslidKeHUX YacmuH 3a2anbHoi Npo-
6nemu. HesupiweHumu € numaHHs1 OUiHKU CMYreHs ma pigHsi
iHcmumyujoHanizauii pisHux 3axodie cmuMyro8aHHs iHeec-
muyitiHoi isinbHOCMI 8 HayioHaslbHIl eKOHOMIUi 8 KOHmMeKcmi
pechopmu deyeHmpanizauii.

lMocmaHoeka 3ae0aHHA. B cmammi HeobxiOHUM € 8u-
3HaYeHHs MeopemuyYyHUX ma npuknadHux 3acad ¢hopmyeaHHs
crpusimueo2o iHcmumyuioHanbHo20 cepedosulya Orisi 3any-
YeHHS1 iHeecmuuilti 8 HaujoHaslbHy €KOHOMIKY Ha OCHO8i epa-
XysaHHs1 OeyeHmparnisauiiHux npouecis, 8iMYu3HIHO20 ma
iHo03eMHo20 0ocsidy.

Buknad ocHogHo20 mamepiany. Y cmammi obrpyHmosy-
€MBbCA CYMHICMb Kameaopii Cripusmiugoeo iHemumyuioHarb-
Hoeo 3abesrneyeHHs1 iHeecmysaHHs. BusHayeHo niepenik 3axo-
dig Onss cmumyrtoeaHHs1 iHeecmuuitiHoi disinbHocmi 8 HayjoHa-
TIbHIl €eKOHOMIYj, 0BrpyHMo8aHo MopsdoK iXHBOI iHCMmumyuyio-
Hanizayii 8 ymosax ernusy deueHmparnizauitiHux npoyecis.

BucHoeku. [lepcriekmusu 3acmocysaHHs poroHO8aHo-
20 Habopy 3axo0ie cmumynoeaHHs1 iHeecmuyitiHoi disiribHOC-
mi 8 HauioHanbHili eKOHOMIYi, SIKi MOXymb rposadumuch
mepumopianbHUMu  epomadamu, ronsicae Yy opMy8aHHI
CrpussmIu8o20 iHcmumyujioHanbHo20 cepedosuwya, 30amHo-
20 npusabnrosamu 0o0amkosi KanimanosknadeHHs 8 MoYKax
EKOHOMIYHO20 3pOCmaHHs.

Knroyoei cnoea: iHeecmuuyii; iHcmumyuioHanizauisi iHee-
cmuyid; creyianbHi eKOHOMIYHI 30HU; HCMUmMyUjioHarbHe
3abeaneyveHHs1 iHeecmuuil; iHeecmuyitiHe cepedosuuye.
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Urgency of the research. Stimulation of investment activity in Ukraine has always been justified
and carried out as one of the priorities, but the lack of systematic organization of this process and the
lack of clear institutional scheme for the regulation of investment activity against the backdrop of ever-
increasing capital investment needs justify the necessity to determine the current up-to-date order of
institutionalization of investment activation means in the national economy. Conditions of the transfor-
mation of the investment system under the influence of administrative-territorial reform determine new
challenges and perspectives for the institutionalizing of regulation measures for the investment pro-
cess at the local level - i.e. at the points of economic growth that can be turned into the locomotives of
the development of the national economy. In particular, the theoretical and practical principles of ap-
plication of the widespread approach to capital investment activation through the creation of special
economic zones (SEZs) should be reviewed in terms of national economic characteristics. The united
territorial communities, whose creation today is actively supported by the government [1], potentially
can become those institutions that will perform the functions of territories with special economic re-
gimes, assuming the authority of investment process stimulation by means of different sets of tools
including tax regulators.

Target setting. The essence of the problem is determined as the necessity to substantiate the theo-
retical and applied principles of the formation of favorable institutional environment for the attracting of
investments into the national economy in the current transformational conditions, on the basis of the de-
termining of the essence of the process of institutionalization of the regulation measures in the national
investment system, and taking into account of foreign and domestic experience of the investment regula-
tors applying. The definitions are required to theoretical and practical aspects of the application of incen-
tive measures through institutional formations such as SEZs or united territorial communities.

Actual scientific researches and issues analysis. The theoretical and practical bases for realiza-
tion and stimulation of investment activities in the national economy are determined in works of
V. F. Martynenko, A. Pavlyuk [2], A. A. Peresada., A. M. Poruchnik, Ye. V. Redzhyuk, N. O. Tatarenko.
Particular attention is paid to the formation of the institutional environment for the activation of invest-
ments, including the mean of the creation of special (free) economic zones or priority development are-
as, in publications of B. V. Burkynskyi, V.M. Heyets, V. P.Juk, Yu.V.Makogon, I. Pidoricheva,
V. P. Seminozhenko, I. Z. Storonyanska, S. M. Tkach.

Uninvestigated parts of general matters defining. There are unsolved aspects concerning the es-
timation of the level and degree of institutionalization of various stimulation measures of investment ac-
tivity in the national economy in the context of transformation and increase of the significance of horizon-
tal links between investors due to decentralization reform progress in Ukraine and due to the redistribu-
tion of budgetary and financial authorities between levels of governance. The question of the topical in-
struments choice for activation of investment activity is still insufficiently studied, and such instruments
are to be compatible with the institutional challenges of the modern state of the national economy.

The research objective. The article aims to determine the theoretical and practical principles of
the formation of favorable institutional environment for the attracting of investments into the national
economy, taking into account the influence of decentralization processes and domestic & foreign ex-
perience concerning the different types of investment activities stimulators application.

The statement of basic materials. Capital investments in the development of the Ukrainian econ-
omy have always been characterized by acute shortages, their weak dynamics and non-appropriate
structure that often led to the use of measures that are to intensify investment processes through the
stimulation of domestic and foreign investors. Numerous attempts to stimulate the investment activity
in Ukraine by state regulation measures were not sufficiently successful. Despite of the almost annual
GDP growth, the investment component of this indicator rarely exceeded for the last years the mark of
20%, while the critical threshold of the ratio is 25% at least. In 2015 and in 2016 the level of GDP was
at 1.99 trillion UAH and 2.4 trillion UAH, respectively, while the volume of capital investment was no
more than 13-15% of GDP or 273 bin UAH in 2015 and 359 bin UAH in 2016 years [3]. In recent
years, there has been a steady decline in direct foreign investments in Ukraine: in the first half of 2017
- 1.5 billion dollars, while in the first half of 2016 it was 2.1 billion dollars, despite of the world trends in
relation to positive dynamics of foreign direct investment [4], which is currently characterized by a 6%
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growth. Taking into account, that complex modernization of the national economic system requires
numerous resources, the volume of which is estimated at 2 trln dollars [4], at the current rate of in-
vestment, it will take at least 142 years to attract such amount of capital.

The measures and tools that are used to intensify investment activity in the Ukrainian economy did
not bring about the desirable capital inflow because of the unsystematic nature of the treatment of
such regulators and because of their inadequate institutionalization. The institutionalization, in this
case, we determine as the process of the defining and consolidation of social norms, rules, statuses
and roles, bringing them into capable system of acts for satisfaction of certain social needs, i.e., the
identification and legalization of regulatory instruments in the economic system of society. In world
practice, special (free) economic zones have become almost the most widespread means of invest-
ment activity stimulation because of their institutional nature and complexity in comparison with other
instruments. Particularly positive is the experience of the creating of special economic zones in China,
in global dimension, and in Poland - in the European area.

The experience of the Polish Republic shows systematic order of reforms and high degree of insti-
tutionalization of the means that are aimed on creation of special economic zones, which brought posi-
tive results: Poland - the only EU country that during the crisis of 2007-2009 demonstrated GDP
growth at 18%; has 14 active economic zones with an average volume of accumulated investments in
each of them from 3 to 5 billion euros; according to the world ratings of the performance evaluation,
the Polish SEZs are among the liders (Katovitska SEZ awarded the 2 nd place in the global TOP-50
SEZs rating in 2016); the special conditions of the economy have been retained for the Polish SEZs,
despite the EU requirements about open and common conditions for all participants in market rela-
tions. The period of operation of the SEZs in Poland has been extended twice: from 2008 to 2020 and
in 2014 — up to 2026 [5]. The key characteristic of the Polish SEZs, which contributed to the formation
of investors' confidence, is their systematic institutionalization, that is, in formal and informal dimen-
sions and in the long-term aspect with stability, which, in turn, creates favorable environment for in-
vestments [6]. Effective instruments for creation of favorable investment climate are applied by Asian
countries, in particular, in China, where during the last 11 years there were only increases in invest-
ment activity tendencies without significant losses even in periods of global crisis phenomena (since
2005 net inflow of foreign direct investments in the country has increased from 104 billion USD to 250-
290 billion USD annually — in 2014-2015-2016 [6; 7]). Such powerful position of Chinese economy has
been achieved due the internal organization of the investment process and the implementation of poli-
cy for the supporting of regional features and territorial priorities, being based on the effective use of
existing benefits. The territory of China has 4 the most powerful free economic zones, 54 state tech-
nical and economic development zones, 53 state zones of development and 14 zones of border eco-
nomic cooperation. The permits for creation of local special economic zones are issued in China in
quantity of tens of thousands items [8]. Not the very fact of territorial allocation of the point of econom-
ic growth is a key factor in the success of the implementation of the SEZs’ best practices. Effective
combinations of economic preferences in the form of tax incentives and other measures with the es-
tablished regulatory policy create sense of stability for investors. A key factor is the creation of com-
fortable regulatory environment with real property rights guarantees and with dominant of the use of
local preferences for the attracting of investment as source of economic development, that is based on
the strateging and planning. Serious changes in the institutionalization of Chinese investment rules
were made because of the WTO accession in 2011 [8]. However, substantial losses of foreign invest-
ment did not result in the abolition of tax privileges, growth rates did not slow down, which indicates a
comfortable investment climate in the country and a combination of positive factors and guarantees
that are more powerful than direct tax incentives.

Unfortunately, the domestic experience of the favorable investment climate creation, with the help
of special (free) economic zones, cannot be called successful, since the application of tax privileges
as means of attracting of financial capital that play role of temporary economic stimulus without crea-
tion of favorable regulatory environment in other spheres, strategic guidelines for the ensuring of so-
cio-economic development of the territories have not been implemented, because the process of the
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strateging and taking into account of experience of the functioning of existing zones with special eco-
nomic conditions have not been completed.

On the territory of Ukraine, the existing legislation provides possibility for the establishing and the
functioning of basic types of units with special economic regimes as: territory of prioritive development,
special economic zones, free economic zones, technological parks, industrial parks.

Free economic zones in Ukraine were created since 1992. In total, 11 special (free) economic
zones were created in Ukraine, among them there are zones of foreign trade, trade and production,
scientific and technical, tourism and recreational destinations: "Kurortopolis Truskavets", "Yavoriv"
(Lviv region), "Donetsk", "Azov" (Donetsk region), "Porto Franco", "Reni" (Odessa region), "Transcar-
pathia" (Transcarpathian region), "Nikolaev", "Interport Kovel", "Port of Crimea" (Kerch, AR of Crimea),
"Slavutich" (city of Slavutych, Kiev region). Since 2005, the creation of new free (special) economic
zones has been canceled, and since 2005, all subjects of special economic zones and priority devel-
opment territories have implemented investment projects in the general taxation regime. The introduc-
tion of the practice of creation of free economic zones on unsystematic basis without requirements to
strategies of development of free economic zone territories and the subsequent abolition of previously
granted tax preferences has led to inefficiency of such SEZs on the territory of Ukraine. After the aboli-
tion of the preferential tax regime, withdrawal of capital and reduction of investment activity started,
due to the lack of an effective institutional environment. According to the data of the Odessa State Re-
gional Administration, the volume of revenues from investment resources in the SEZ "Porto Franco"
from 2000 to 2005 amounted 22.8 million UAH, but, since the abolition of tax privileges in 2005, the
amount of capital investments fell to 761 thousand UAH. Thus one of the main institutionalization fea-
ture which is to be determined in the national legislation is clear establishment of the terms of tax and
other economic privileges duration.

The main mistake that took place during creation of SEZs in Ukraine was lack of the legislative in-
stitutionalization. There was adoption of imperfect legislative act on the general principles for the func-
tioning of the SEZ in the country and of its additions in the form of laws that concern the creation pro-
cess of some SEZs (in Odessa, Lviv, Luhansk and other regions). There were no preventive measures
for the negative influence of elements of the informal institutional environment: corruption, abuse of tax
privileges and optimization of taxes without strategic investment plans. The legislative framework for
creation of favorable investment climate in the country is not fully developed and does not correspond
to the accepted course for decentralization of the economic governance system; it does not foresee
the use of special economic and administrative measures to stimulation of investment activity in the
context of projects in the community, and not with the attachment to business entities. Despite of the
existing political risks of the use of SEZs as a means for investments stimulation, there are numerous
scientifically substantiated arguments regarding the feasibility of the establishing of economic growth
centers in the form of territories with special economic conditions [4; 5]. Also, the role of institutions
that can stimulate investment activity in Ukraine can be executed by united territorial communities
(hereinafter UTCs), due to the implication of the practice of EU countries regarding tax investment
competition of territories. The role of the investment activity stimulation measures in the national
economy can be provided with help of different regulative tools, but really powerful effect can be
reached only through the system of their harmonized institutionalization (Fig. 1).

The activation of SEZs functioning in Ukraine should be accompanied, firstly, by systematic legisla-
tive changes - the establishment of general terms for the SEZs functioning throughout the country,
with the similar procedure for the application of tax, customs and other privileges, with clear require-
ments and criterias for selection of investment projects, depending on the volume of investments, the
number of employees and the definition of priority investment types of economic activities in order to
promote the development of national economy growth points on territories. The use of united territorial
communities as a measure for the stimulating of investment processes is possible in case of delega-
tion to them of new fiscal authorities.

Thus, personal income tax is a key source of revenue for UTCs' budgets, because 60% of its total
collection remains in the revenue of local budgets. Direct stimulation of investors, employers with help
of rising of the level of employment and salaries by the administrations of UTCs through the mecha-
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nism of taxation of individuals' incomes is not possible, but the implementation of EU practices of tax
competition of territories in the investment sphere can really be implemented. The regulators are to be
represented by local taxes (single tax on entrepreneurs, land tax, real estate tax, etc.), rates of which
are set by local governments. The application of zero rates of local taxes by the administration of
UTCs must be applied for those wage-earning employers whose level of charged salaries is in several
times higher than the average level in this territory and can serve as real incentive for the development
of productive forces. In addition to economic incentives, UTCs can use numerous informational, infra-
structural and social measures to promote new investors and capital concentration. At the same time,
it should be emphasized that there are numerous institutional traps in the process of implementation of
similar investment initiatives in the communities: insufficient level of formal institutionalization and
problems with the activization of the links for the horizontal interaction of the members of the UTCs.
The realities of practice tell that the general principles for the association of territorial communities,
framed by laws on the general principles of UTCs formation and are not sufficient enough to establish
economically meaningful units. The general principles for the association of territorial communities are
to be supplemented with the organizational rules of their cooperation, with methodological principles
for assessing of the financial capacity of communities. Informal horizontal ties cannot always be
formed effectively and quickly due to subjective factors, mismatches of interests, because of their de-
pendence on the level of social self-organization of community members. However, the proposed
measure of the stimulation of investment activity in UTCs is promising enough, since it corresponds to
the vector of transformation of the national economic system.

| Levels of institutionalization

> the 1st level - simple institutionalization of tools
Economic Social Ecological

Administrative Infrastructure Informational

|  Financial Legal || Marketing |

| |
| PPP measures | | Others |

A

| Mutual influence and formation

the 2nd level - complex institutionalization

j Creation of special (free) economic zones, territories of
priority development, clusters, etc.

other institutions)
groupings, associations,
foundations and other formally
indefinite institutions)

Informal component (morality,

traditions, habits, informal rules,
informal agreements, agreements,

creation of informal organizations,

Providing the united territorial communities with the features
> of a stimulating environment for attracting investment

agreements, establishment of institutions,
organizations, regulatory, infrastructure and

Institutionalization of measures of investment
activity stimulation by components
Formal component (laws, regulations, formal

Fig. 1 Conceptual scheme of institutionalization of measures of investment activity stimulation in the
modern national economy

Conclusions. The viability of the proposed set of measures of stimulation of investment activity in
the national economy is explained by the ability to create a favorable institutional environment, based
on flexibility and adaptability. The requirements of informal institutional provision of investment pro-
cesses in the national economy are characterized by the emerging need for activation and systemati-
zation of regulatory instruments. However, horizontal interrelationships and mechanisms of interaction
in society are still poorly developed, are heterogeneous in quality and require additional regulation in-
fluence. The formal component of institutionalization needs to be substantially improved and is to be
brought into line with the urgent requirements of society. For the proposed options of the 2nd, i.e. inte-
grated level of institutionalization of measures of stimulation of investment activities it is necessary to
improve both formal and informal levels. Legislative and institutional improvements are needed to re-
invigorate measures of the creation of special economic zones. Namely: in the unified law on the in-
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troduction of the stimulating regime for the carrying out of investment activities there are to be estab-
lished the criteria for effectiveness estimation, timelines, measures for the identifying of prioritized
economic activities at the points of economic growth, possible tax and customs privileges should also
be defined, but in the manner that is to be consistent with the requirements of the WTO and the EU
association. In order to strengthen the regulatory functions in the field of investments in the united ter-
ritorial communities, the formal institutional framework is already formed in raw form and requires
methodological improvements and details. But the heterogeneity of status and of quality of the infor-
mal institutional environment on the territories of different communities testifies the need of essential
informational and educational actions that are currently already partly executed by the authorities and
public organizations. It is important, at the initial stage of the formation of UTCs as institutions for stim-
ulation of investments, to direct the transformation vector and efforts of implementation of individual
projects on the formation of better infrastructure, social, business, ecological environment, i.e. to form
positive image of the territories — the points of economic growth. This mean is to facilitate the capital
involvement process, even without additional economic, tax and financial stimulus, the use of which

causes some difficulties in terms of legal, fiscal and budgetary processes.
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DEVELOPMENT OF A COOPERATIVE MODEL
OF A NATIONAL ECONOMY IN THE CONTEXT
OF EUROPEAN INTEGRATION

Urgency of the research is determined by the fact that
cooperative forms of management are organically inherent in
modern society and contribute to its progressive economic
development. Formation of the cooperative sector of the na-
tional economy enables to realize the entrepreneurial initiative
of citizens, provide employment of the general population and
strengthen their social protection.

Target setting. The cooperative form of management is
recognized in all member states of the European Union.
Integration of the Ukrainian cooperative movement into the
European requires the definition of its strategic directions.

Actual scientific researches and issues analysis. A lot
of domestic scientists made a significant contribution to the
development of the theory, methodology and history of the
development of the cooperative movement. However, the
European experience of the cooperative movement needs
further research in order to adapt it to Ukrainian conditions.

Uninvestigated parts of general matters defining. The
research demands the new requirements defined by the As-
sociation Agreement to the branches of the national economy,
which is characterized by a cooperative form of economic
activity.

The research objective. Investigation of the peculiarities
of institutional forms of cooperative organizations and their
associations in the countries of the European Union with a
view to their adaptation and implementation in Ukraine.

The statement of basic materials. In the article, the co-
operative model of the national economy is presented as a
cooperative form of organization of the segment of the finan-
cial and credit sphere, as well as branches of production,
exchange and consumption, interconnected by a division of
labor, which is three-dimensional (vertical, horizontal integra-
tion, development in time).

Conclusions. Unlike European practice, Ukrainian coop-
erative societies are limited only to consumer, agricultural and
lending cooperatives. Moreover, their development is not suf-
ficiently coordinated and coordinated. Only the Ukoopspilka
remains integrated into the international and European coop-
erative alliances. Ukraine needs to create a truly functioning
national cooperative alliance, unite its members and actively
integrate them into international and European organizations.

Keywords: cooperative model; national economy; devel-
opment; European integration.
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PO3BUTOK KOOMNEPATUBHOI MOAENI
HALUIOHAITIbHOIO roCNOAAPCTBA
B YMOBAX €BPOIHTEIMPALII

AkmyanbHicmb memu J0ocnidKeHHs1 8U3Ha4YaembCsi
mum, Wo KoorepamueHi popMu 20crnodaprosaHHs op2aHivHoO
rpumamaHHi cy4acHoMy cycninbcmey i crnpusitoms U020 po-
2pecusHOMy eKOHOMIYHOMY po3sumky. DopmyeaHHs1 Koore-
pamueHo20 cekmopa HaujoHaslbHOI €KOHOMIKU 00360risie
pearnizysamu nidnpueMHUUbKY iHiuiamugy 2pomadsiH, 3abes-
neyumu 3alHsamicmb WUPOKUX 8epcme HacesieHHs ma rnocu-
numu ix coujanbHuUl 3axucm.

lMocmanoeka npo6nemu. KoonepamusHa ¢hopma 20c-
rnodaprosaHHs1 8u3HaHa y 8cix Oepxasax - dneHax €sporel-
cbko2o Corosy. IHmeezpauisi yKpaiHCbKO20 KoorepamugHo20
pyxy 8 esponelicbkuli nompebye 8u3HayeHHsi lioeo cmpa-
meaiyHuUX Harpsmis.

AHani3 ocmaHHix docnidxeHb i ny6nikayit. 3Ha4yHul
8HECOK y po38UMOK meopii, Memodoroeii ma icmopii po3sum-
Ky KoorepamugHo20 pyxy 3pobunu 6a2omo 8im4u3HsHUX
gueHux. Ymim nompebye nodanbwoeo OOCIiOKEeHHS €8po-
neticbkuli Goceid KoomepamugHo20 pyxy 3 Memoto (020
adanmauji 0o yKpaiHCbKuX yMos.

BudineHHs1 HedocnidxeHUx 4YacmuH 3a2aslbHoi npo-
6nemu. [Tompebyromb A0CNiOXeHHS] HO8i 8UMO2U, 8U3HAYEHI
Yeodoro npo acoujauito 0o 2anysell HayjioHanbHOI eKOHOMIKU,
AKUM fpumamaHHa KoornepamueHa ¢hopma opeaHizauji eoc-
nodapcbKoi GignbHoCcMi.

lMocmaHoeka 3aedaHHs. [ocnidxeHHs1 ocobnusocmel
iHecmumyujoHarnbHUX hOpM KoorepamueHUX opeaHisauil ma
ix 06’°eOHaHb y KpaiHax €epornelicbkozo Cot3y 3 Memoro ix
adanmauii ma imnnemeHmauii 8 YkpaiHi.

BuknadeHHs1 OCHO8HO20 Mamepiany. ¥ cmammi Koo-
nepamusHa MoOesib HauioHanbHO20 2ocrodapcmea rpeod-
cmaerieHa, sIK KoornepamueHa ¢hopma opaaHizauii ceameHmy
¢piHaHCOBO-KPEAUMHOI cghepu, a makox eanysel 8UpobHUU-
mea, ObMiHy i CrOXuBaHHS, 83aEMOII08'A3aHUX MiX CO60t
rnodifiom npaui, sika € mpusUMIPHOK (8epmukaribHa, 20pu30-
HmarbHa iHmeepauisi, poO38UMOK y 4Yaci).

BucHoeku. Ha eidmiHy 6i0 esponelicbKoi npakmuku,
yKpaiHCbKi KoorepamueHi 06’c¢0HaHHs 0bMexeHi nuwe cge-
pamu crioxusuyoi, cinbcbko2ocno0apchbKoi ma KpeOumHoi Koo-
nepauji. lpuyomy ix po3eumok HedocmamHbO y3200)KyembCst
i KoopOuHyembcsl. IHmMeeposaHow y MixxHapoOHul i €sponel-
CbKUU KoornepamueHUl anbsiHCu fuwaemscsi mifibku YKooric-
ninka. YkpaiHa nompebye cmeopeHHs1 peasibHO QiloH020 Hauyi-
OHallbHO20 KOOMNepamueHo20 asbsiHCy, 00°c¢0HaHHsI (i020
4rieHie ma ix akmueHoi iHmezpauii y MixkHapoOHi ma espone-
CbKi opeaHi3auil.

Knroyoei cnoea: koonepamusHa MoOesib; HayioHarbHe
20crnodapcmeo; po38UMOK; €8poiHMezpauis.

Urgency of the research. Cooperative forms of management are organically inherent in modern
society and contribute to its progressive economic development. Formation of the cooperative sector
of the national economy enables to realize the entrepreneurial initiative of citizens, provide employ-
ment of the general population and strengthen their social protection. International co-operative
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movement, including European, is powerful and organizationally completed. The association agree-
ment between Ukraine and the European Union states that the principles of a free market economy
form the basis for their relations [1]. An important direction of European integration of Ukraine is the
adoption and implementation of cooperative principles and values. Unfortunately, at the current time
only Ukoopspilka has membership in the International Cooperative Alliance and the European Union
of Consumer Societies as the most powerful sector of the cooperative system in Ukraine. It is extreme-
ly important to promote cooperative ideas in other sectors of the national economy: credit, insurance,
agriculture, etc.

Target setting. The cooperative form of management is recognized in all member states of the Eu-
ropean Union. However, international cooperation between cooperatives within the European Union
was hampered by legal and administrative barriers which were removed in a market without borders
that prevails in much of Europe. The European Union has supported cooperation, and the Council of
the European Union in 2003 adopted Regulation No. 1435/2003 "On the Statute of the European Co-
operative Society" to facilitate the co-operation of cooperatives within Europe. This statute is the quin-
tessence of the national legislation of the EU member states, moreover, of their agreed position
[2, p. 12]. Integration of the Ukrainian cooperative movement into the European requires the definition
of its strategic directions.

Actual scientific researches and issues analysis. Significant contribution to the development of
the theory, methodology and history of the development of the cooperative movement was made by
Artemenko I. A., Babenko S. H., Honcharenko V. V., Markina I. A., Panteleimonenko A. O. In the arti-
cle by Petrov R. I., Mialo E. V. the current state of economic relations between Ukraine and the EU is
considered, as well as the effect that Ukraine can obtain as a result of the signing of the Association
Agreement [3, p. 671]. In this context, the European experience of the cooperative movement needs
to be studied in order to adapt it to Ukrainian conditions.

Uninvestigated parts of general matters defining. Highly appreciating the scientific achieve-
ments of these authors, we should recognize the lack of attention to the development of a cooperative
model of a national economy in terms of European integration from the standpoint of a systemic ap-
proach. The research demands the new requirements defined by the Association Agreement to the
branches of the national economy, which is characterized by a cooperative form of economic activity.

The research objective. Investigation of the cooperative organizations institutional forms peculiari-
ties and their associations in the countries of the European Union with an aim to adapt them and im-
plement in Ukraine.

The statement of basic materials. The cooperative model of the national economy is a coopera-
tive form of the financial-credit sphere segment organization, as well as branches of production, ex-
change and consumption, interconnected by a division of labor, which is three-dimensional (vertical,
horizontal integration, development in time). Its internal environment is represented by a free market,
operating on the basis of objective laws and general framework rules, which interact with the state,
local self-government bodies and cooperative subjects. At the same time, the state discharges direct
functions (state financial support) and indirect ones (creation of the appropriate institutional environ-
ment for the cooperatives development) [4, p. 46]. Cooperative activity of the EU countries is charac-
terized by: high competitiveness of cooperative enterprises, caused by the effect of scale and concen-
tration of economic activity; large volumes of operations; state stimulation of various types of coopera-
tion; diversification and industrialization of traditional types of cooperatives; a high degree of integra-
tion of cooperatives from different sectors of activity; an increase in tertiary sector cooperatives (bank-
ing, insurance, consumer cooperatives, unions of retailers and credit unions) and service coopera-
tives, especially in the field of tourism. Therefore, cooperation with the cooperative sector of the EU
will be beneficial for Ukraine and can give a serious impetus [5].

In November 2006, the "Cooperative Europe" (CE) European Cooperative Association was formed,
which included organizations integrated at the European level: the European Community of Consumer
Co-operatives (Eurocoop), the European Confederation of Industrial and Service Cooperatives
(CECOP), the European Association of Co-operative Banks (EACB), European Union of the Social
Pharmacies (UEPS), European Association of Housing Cooperatives (EAHC) [6]. In 2007, the Euro-
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pean Agri-Cooperatives (Cogeca) joined the cooperative association, and in 2008 the European Asso-
ciation of Mutual Insurance and Insurance Cooperatives (AMICE).

Eurocoop, created in 1957, and UEPS (1960) have the largest experience. Eurocoop is the associ-
ation of national unions of consumer cooperatives. Its members are the national organizations of con-
sumer cooperatives in 19 countries of Europe and Israel. The European Union of Social Pharmacies is
an association of cooperative societies that provide pharmaceutical services and invests in health care
budgets [7].

International and European cooperative organizations are similar according to sectoral orientation
and principles of activity, but there are certain differences. So, there is no organization of fishing coop-
eratives in Europe which at the international level was first created by removal (1966) and then com-
pletely separating (1976) from the International Cooperative Agricultural Organization established in
1951. The European Union of Social Pharmacy is a definite alternative to the International Organiza-
tion of Health Care Cooperatives.

The European Community of Consumer Cooperatives (Euro Coop) was founded in 1957, it was
one of the first non-governmental organizations recognized by the European Commission. This made
its competencies accessible to all European institutions and provided an opportunity to promote the
interests of consumer cooperatives and their consumer members (Tab. 1).

Table 1
Characteristics of the sectoral organizations activities of Cooperative Europe

Organization name Foundation Characteristics of activity
in Ukrainian in English year

€Bponeicbka European Community of Consumer The association of national unions of con-

cninka cnoxwueunx | Co-operatives (Eurocoop) 1957 sumer cooperatives. Its members are the na-

TOBapuCTB http://www.eurocoop.org/en/ tional organizations of consumer cooperatives
in 19 countries of Europe and Israel.

€Bponeicbka The European Confederation of Association of cooperatives operating in in-

KoHdbeaepauis Industrial and Service Cooperatives dustry, construction and service sector. Their

BUPOGHMNYMX i | (CECOP) http://www.cecop.coop 1979 specific feature is that they include enterprises

coujanbHMX  Koo- belonging to the employees.

nepaTtusiB

€Bponeiicbka European  Association of Co- Promotes and protects the common interests

acouiauis  koone- | operative Banks (EACB) 1970 of its 29 member organizations and coopera-

paTuBHMX BaHkiB tive banks, ensures compliance with banking
and cooperative legislation.

€Bponencbknii European Union of the Social Phar- The association of cooperatives that provide

cow3 couianbHux | macies (UEPS) www.eurosocial- pharmaceutical services and invest in health

anTek pharma.org 1960 services budgets. Includes more than 6,000
pharmacists, 3,000 pharmacies and 30 coop-
erative wholesalers.

€Bponeiicbka Association of Mutual Insurers and It was created as a result of the association

acoujauis B3aem- | Insurance Cooperatives in Europe of two organizations: the Association of Insur-

HOro cTtpaxyBaHHsi | (AMICE) 2008 ance Cooperatives and the Association of

i cTpaxoBux koo- | http://www.amice-eu.org Mutual Insurance to ensure a level playing

nepaTuBiB field for all insurers in Europe, regardless of
their legal form.

€Bponeiicbka European Association of Housing Association of national cooperatives operat-

acoujauia xutno- | Cooperatives (EAHC) 2006 ing in the field of housing construction, rental

BMX koonepaTtueiB | https://coopseurope.coop/about- of housing, obtaining affordable housing.

us/our-members

€Bponeicbka European Agri-Cooperatives (Co- The unification of national cooperatives op-

CinbCbKOrocmno- geca) http://www.copa- 2007 erating in the agrarian sector with a view to

Japcbka opraHisa- | cogeca.be/Menu.aspx implementing a common agricultural policy.

List

Source: created on the basis of [8]

Since 2012, the Central Union of Consumer Societies of Ukraine (Ukoopspilka) is a member of the
European Community of Consumer Cooperatives (EuroCoop). EuroCoop, representing the interests of
cooperatives in the European Union institutions, is ready to provide all possible assistance in the de-
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velopment of Ukrainian consumer cooperation. This gives hope for the emergence of new strong play-
ers in the real trade sector of Ukraine.

In the agrarian sector of the EU Member States, transparent supply, procurement and marketing in-
frastructure was created on the basis of cooperation and integration with trade, enterprises of the food
and processing industry, etc. [9]. This ensures the formation of a single food chain and compliance
with quality standards and sales of products produced by peasants. In the agrarian sector of the EU
Member States, transparent supply, procurement and marketing infrastructure was created on the ba-
sis of cooperation and integration with trade, food processing and processing enterprises, etc. [9]. This
ensures the formation of a single food chain and compliance with quality standards and sales of prod-
ucts produced by peasants. In the EU countries the two groups of cooperatives have become most
widespread: some are engaged in harvesting, processing and marketing (wholesale and retail) of agri-
cultural products, while others are engaged in wholesale purchasing of means of production with their
subsequent delivery to the household of their members.

According to the experience of European countries, an important incentive for the development of
agrarian cooperatives is the tax regimes, the diversity of which is reduced to the following: the first -
the general system of taxation for all types of enterprises (the absence of any benefits for coopera-
tives), the second - the general system of taxation with the use of small tax breaks, the third - special
tax regimes of the taxation of cooperative agricultural producers [10, p. 53].

Thus, European experience shows that agricultural cooperatives have survived in a competitive
struggle with private intermediary capital and have won their niche in the chain of promotion of prod-
ucts, goods and services of agricultural producers to consumers. It is ensured, on the one hand, due
to the cooperative nature of the societies, and on the other hand, the active support of agricultural co-
operatives is of great importance.

The cooperative banking sector plays an important role in the financial and economic system of Eu-
rope and it is quite powerful. Cooperative banks compete successfully with commercial banks with
higher levels of stress resistance, that is why during the 2008-2009 crisis they played a key role in re-
storing the economy. Established in 1970, the European Association of Cooperative Banks is a lead-
ing professional lobbying association in the European banking industry, promotes and protects the
common interests of its member organizations and cooperative banks, ensures compliance with bank-
ing and cooperative laws, and so on. Association of Mutual Insurers and Insurance Cooperatives was
created as a result of the merger of two organizations: the Association of Insurance Cooperatives and
the Association of Mutual Insurance to ensure a level playing field for all insurers in Europe, regard-
less of their legal form. The association includes mor