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Economic Theory

V. Petrova,

Academy of Economy “D.A.Tsenov”,
Svishtov, Bulgaria

HICKSIAN INCOME AND CONTEMPORARY ACCOUNTING

The definition of income has been occupying econ-
omists’ minds for centuries. Specialized literature is full
of hundreds of pages on the topic. Irwing Fisher, Frank
Knight, Ludwig von Mises effected the biggest impact
on the understanding of the economic nature of income.
The most famous concepts in accounting theory have
been developed by Kenneth MacNeal, Edgar Edwards
and Philip Bell, Raymond Chambers and others. Of
them all, however, it is the theory of John Richard Hicks
introduced in his fundamental work “Value and Capi-
tal”, first published in 1939, that became the foundation
of the contemporary accounting concept of income.

John R. Hicks (1904 - 1989) is a British mathema-
tician and economist, lecturer and professor at London
School of Economics, Cambridge and Oxford, winner
of Nobel Prize for economics for 1971, one of the most
important and influential economists of the 20" century.
Hicks, in his magnum opus — “Value and Capital”, in-
troduces a range of novelties in economics. He defines
for example the two effects influencing customer choice
between two goods — substitution effect and income ef-
fect — something that is now regarded as a standard in
demand and supply theory. He significantly expands the
general equilibrium theory which he receives the Nobel
Prize for. However, it is the dozen pages dedicated to
the economic concept of income in his book that have
the ultimate significance for the theory of accounting.
They leave such a deep trace in both economic and ac-
counting thought that the theory is now known under the
name “Hicksian Income”.

Paradoxically, John Hicks regards the notions of
income, savings, depreciation, and investment as unde-
finable and vacuous. “There is far too much equivoca-
tion in their meaning, equivocation which cannot be re-
moved by the most painstaking effort™, he writes. And
continues: “... they are not logical categories at all; they
are rough approximations, used by the business man to
steer himself through the bewildering changes of situa-
tion which confront him“?. Zacharias (2002)* empha-
sizes that it is not at all by coincidence that Hicks devel-
ops the concept of income in chapter 14 — just before

part IV, where he introduces his dynamic theory without
the use of the terms income, savings, investment or de-
preciation. On the contrary, he does so completely in-
tentionally as he believes that income cannot be ulti-
mately defined and therefore each attempt would con-
tain high level of imprecision. Hicks regards the term
“theoretical concept of income” is inherently contradic-
tive. Moreover, he advises that terms income and sav-
ings be eschewed in economic dynamics. ,,They are bad
tools*, he says, ,,which break in our hands*“. Despite all
of that, Hicksian Income, as modified as it is, turned into
the Theoretical accounting concept of income.

Although the financial concept for capital mainte-
nance is pervasively spread and adopted, theory of ac-
counting is becoming less and less interested in Hick-
sian Income. At the same time Hicks’ theory being the
foundation of the financial concept is of ultimate signif-
icance. The essence of widespread terms such as in-
come, profit and loss cannot be fully understood without
knowledge of their origin and it is to be found in the in-
come of Hicks. This article therefore is dedicated to the
concept of the economic category of income as devel-
oped by John R. Hicks. An attempt is made therein to
present the theory of the British scientist and the way it
was transferred to nowadays accounting knowledge.
The article would not be complete without paying atten-
tion to all critics against the use of Hicksian Income.

This paper develops as follows: The next sections
clarify the essence of Hicks’ theory and provide practi-
cal illustration thereof. The Hicksian Income as trans-
ferred into modern accounting by IASB and FASB is
presented thereafter. The major critics against the ap-
proach selected by the standard-setters are discussed at
the end.

The Hicksian Income

Hicks believes that the necessity of income defini-
tion arises for the practical purpose of serving as a guide
for prudent conduct only. He introduces the so called
“central meaning” of the concept of income as “the max-
imum value which he (the individual — author) can con-

! Hicks, John. Value and Capital. — Oxford Clarendon Press, 1942. — P. 171.

2 ibid.

3 Zacharias, Ajit. A Note on the Hicksian Concept of Income. —2002. —P. 4.
4 Hicks, John. Value and Capital. — Oxford Clarendon Press, 1942. — P. 177.
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sume during a week, and still expect to be as well off at
the end of the week as he was at the beginning*!. The
person uses the knowledge of the value of his income to
plan his conduct — “when a person saves, he plans to be
better off in the future; when he lives beyond his in-
come, he plans to be worse off*2. The income so defined
is substantially subjective as it fully depends on the per-
son’s expectations and plans.

Hicks states that business men and economists do
not use in their daily activities the central meaning of
income but are usually content to employ some approx-
imations thereof. He considers that there are three ap-
proximations and calls them “Income No. 17, “Income
No.2” and “Income No.3”.

The concept of “Income No.1” is the simplest of
the three and is based on the assumptions that, on each
date of valuation, the wealth of a person is the capital
value of his future receipts in money terms; that the in-
terest rate remains unchanged for the whole period; that
the person does not employ any part of his capitalized
wealth on consumption. Considering those assumptions,
“the income”, Hicks says, “is the maximum amount
which can be spent during a period if there is to be an
expectation of maintaining intact the capital value of
prospective receipts (in money terms)™. In other words,
the income shows the amount that a person can spend on
consumption during the period and still be as well off at
the end of the period as at the beginning. If we suppose
that the person’s wealth is W, his costs — C and the in-
terest rate — r, then:

W—-C)1+1)=W.

After rearranging the above formula:

-
T4
Or, costs are equal to the interest on the person’s
discounted wealth or his expected future receipts.
In so far as the income — E, by definition is equal

to those costs:
w
E=—r.

“Income No.1” is relatively acceptable description
of the concept of income. However, this concept is valid
only when there are no expectations of changes in eco-
nomic conditions. It is obvious that this is a hypothet-
ical, fully theoretical and unrealistic environment. Hick

therefore acknowledges that “This is probably the defi-
nition which most people do implicitly use in their pri-
vate affairs; but it is far from being in all circumstances
a good approximation to the central concept™.

In “Income No.2” Hicks adds the variability of the
interest rate to the expectations defining income. In this
case “we define income as the maximum amount the in-
dividual can spend this week, and still expect to be able
to spend the same amount in each ensuing week™. Us-
ing the third approximation — “Income No.3”, he intro-
duces another aspect of real economic world — changes
in prices. Expecting inflation, income is defined as “the
maximum amount of money which the individual can
spend this week, and still expect to be able to spend the
same amount in real terms in each ensuing week*¢. Of
course, Hicks acknowledges that “there is no completely
satisfactory answer*’ to the question which is the appro-
priate index of prices to take.

It has to be emphasized that Hicks strictly differen-
tiates the terms consumption and spending. ,,... saving
is not the difference between income and expenditure, it
is the difference between income and consumption‘®, he
writes. When a person invests in durable consumption
goods, his expenditures will exceed his consumption,
and on the contrary — when he consumes durable goods
he already bought in the past, his consumption will ex-
ceed his expenditures. Therefore “income is not the
maximum amount the individual can spend while ex-
pecting to be as well off as before at the end of the week;
it is the maximum amount he can consume*®. Again we
find the subjectivity so inherent to Hicksian Income as
there is no practical measure of the level to which dura-
ble consumption goods are consumed. Such a measure
would only be “a perfect second-hand market for the
goods in question, so that a market value can be assessed
for them with precision, corresponding to each particu-
lar degree of wear“!?. It is obvious that such a market is
only an imaginary one, i.e. definition of income depends
on the personal subjective feelings of the individual for
the level of his own consumption.

Hicks examines income in two dimensions, nam-
ing them ex ante and ex post. To define them he intro-
duces the terms Prospect I and Prospect II. They de-
scribe the wealth of the individual as calculated at dif-
ferent points of time but from the same perspective of
time. Prospect I is assessed at the beginning of the pe-
riod and expresses the available resources of the indi-

Hicks, John. Value and Capital. — Oxford Clarendon Press, 1942. — P. 172.

1

2 ibid.

3 ibid. - P. 173.
4 ibid.

5 ibid. - P. 174.
6 ibid.

7 ibid.

8 ibid. — P. 176.
? ibid.

10" ibid.
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vidual at that time and the discounted value of the net
cash flows with which he would be able to buy other
consumption goods in this and the ensuing periods. Pro-
spect II also expresses the wealth of the individual but
calculated from the beginning of the second period. The
individual assesses both Prospect I and Prospect II at the
beginning of the first period, i.e. the same assumptions
are made for both of them; they differ only by the mo-
ment to which cash flows are discounted, as Prochazka
(2009)! points out. The difference between Prospect I
and Prospect Il at the beginning of the period is income
ex ante. It fully depends on the individual’s subjective
expectations and assumptions. It cannot be objectively
defined as each individual can assess the same wealth
differently.

At the end of the first period (i.e. at the beginning
of the second one) the individual already knows what
has really happened. He is able to update his assessment
and his expectations and to recalculate his Prospect I and
Prospect 11, the difference between which becomes in-
come ex post. In practice income ex post is the realized
income ex ante. It is an objective measure of individ-
ual’s wealth as it is calculated on the basis of statistical
and historical data.

There is definition of income ex post correspond-
ing to each income ex ante, however Hicks believes that
the most important is the counterpart of “Income No.1”
ex ante, which “equals the value of the individual’s con-
sumption plus the increment in the money value of his
prospect which has accrued during the week; it equals
Consumption plus Capital accumulation. This “very
special sort of income” has a “supremely important
property” and namely — this income is “almost com-
pletely objective”. However, the author places a very
important limiting condition — there is objectivity only
if we focus on income from property and ignore the pos-
sibility of having wealth increased or decreased due to
increment or decrement of the so called “Human capi-
tal” or the abilities of the individual to earn. Taking this
limiting condition into consideration, “the capital value
of the individual’s property at the beginning of the week
is an assessable figure; so is the capital value of his prop-
erty at the end of the week; thus, if we assume that we
can measure his consumption, his income ex post can be
directly calculated.*.

Hicks believes that income’s two dimensions bring
different sort of information. The information about in-
come ex ante is useful to the individual for the purpose
of his economic decisions as it reflects his expectations
for the future. On the other hand, income ex post is a
mixture of historical data and assumptions for the future.

On the principles “bygones are bygones“t Hicks ex-
presses his belief that it is meaningless to mechanically
mixing past and prospect data. Such data has its place in
economic and statistic history, it is useful as a measure
of economic progress. However, it cannot have any rel-
evance to conduct, i.e. income ex post cannot be useful
to the individual for the purpose of his economic deci-
sions.

Ilustration of Hicks’s concept of income

The theory of John Hicks on the economic category
of income has been briefly presented above. The critical
moment for the understanding of his beliefs about in-
come is how the individual’s wealth is defined. By no
doubt wealth is not a static figure for Hicks. It is equal
to the discounted value of the net cash flows that the in-
dividual expects to receive in this and the ensuing peri-
ods.

Let us assume that individual’s wealth W, at the
beginning of the period is equal to:

i=1 NCF;

Wo = (1+r)i

where

NCF; — net cash flow for period i

r — discount rate

n — time span for which W, is calculated

W, represents Prospect I from the perspective of
the first period.

The net cash flow realized during the first period is
known at its end; thus, the wealth of the individual at the
end of the period (and at the beginning of the second
one) is:

Y, NCF;

W1 = NCF1 +

W; is Prospect II from the perspective of the first
period.

Income ex ante I, 4nte €quals the difference be-
tween both Prospects or:

lex ante = W1 — Wy =1W,.

Let us examine the following example:

Mr. X expects to receive equal net cash inflows
amounting to 40,000 CU® during the next 5 years. The
market interest rate for the period is expected to be 5%
and is not expected to change. The market interest rate
will be used to calculate the discount factor. Cash in-
flows are received at the end of each period.

At the beginning of the first period Mr. X assesses
his Prospect I as follows:

! Prochazka, David, The Hicks’ Concept of Income // European Financial and Accounting Journal. — 2009. — Vol. 4,

no.l. —P. 45.

2 Hicks, John. Value and Capital. — Oxford Clarendon Press, 1942. — P. 178.

3 ibid. — P. 179.
4 ibid.
3 CU - currency units.
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Year NCF | Discount factor | PV of NCF
1 40 000 0.952380952 38 095
2 40 000 0.907029478 36 281
3 40 000 0.863837599 34 554
4 40 000 0.822702475 32 908
5 40 000 0.783526166 31 341
Wealth W, 173179

Propsect II from the perspective of the beginning
of the first period is:

Year | NCF | Discount | oy e NCF
factor

1 40 000 1 20 000
2 40000| 0.952380952 38 095
3 40000| 0.907029478 36281
4 40000| 0.863837599 34 554
5 40000| 0.822702475 32 908

Wealth W, 181 838

It shall be emphasized that when calculating Pro-
spect 11 the net cash flow for the first period is not dis-
counted or is rather discounted with discount factor 1, as
it is taken as already realized. Both Prospects are as-
sessed on the grounds of the same assumptions; thus,
there are no reasons to believe that the expected income
for the first period will not get realized.

Having the above calculations, income ex ante
from the perspective of the first period is:

ley ante = Wy — W, = 181,838 — 173,179 = 8,659.

Income ex ante expresses the amount that Mr. X
believes to be able to spend without reducing his wealth.
If he wishes to save, he has to reduce his consumption.

Let us now assume that Mr. X realized only 38,000
CU during the first period; however, he believes that this
is only a temporary shift and therefore he does not
change his expectations for his future receipts. In order
to determine his income ex post Mr. X shall perform re-
verse forecasting. He calculates his Prospect I from the
perspective of the beginning of the first period but using
the data for the realized cash flows that are already
known, or:

Year | NCF | Discount | oo ¢ NCF
factor

1 38000] 0952380952 36 190
2 40000| 0.907029478 36 281
3 40000| 0.863837599 34 554
4 40000| 0.822702475 32 908
5 40000| 0.783526166 31341

Wealth W, 171274

Prospect 11 is also from the perspective of the be-
ginning of the first period using the information availa-
ble at its end:

Year | NCF | Discount | oy fNCF
factor

1 38 000 1 38 000
2 40000| 0.952380952 38 095
3 40000| 0.907029478 36 281
4 40000| 0.863837599 34 554
5 40000 | 0.822702475 32 908

Wealth W, 179 838

The realized income ex post is:
Lox post = Wy — Wy = 179,838 — 171,274 = 8,564.

Of course, as time passes it is usual for people to
update their expectations. Market interest rate rarely
maintains its level the same for many years. Economic
conditions change. The individual is forced to change
his plans and forecasts, thus changing the assessment for
his wealth. Therefore income ex post could be equal to
income ex ante only by coincidence.

Significance of Hicksian Income for theory of
accounting

As it was already stated above, John Hicks regards
income as an economic category that cannot be logically
defined, a category without any cognitive value due to
its highly subjective nature. Still, the idea of Hicksian
Income penetrated into accounting knowledge and
turned into a foundation.

It was Sidney Alexander (1950)! who introduced
Hick’s concept of income for the first time. Brief
(1982)? points out that some ten years later Hicks’s def-
inition recurs with remarkable frequency in economic
and especially in accounting writings. ,,Today“, Brief
continues, ,,whenever the income concept is discussed
at a conceptual level, a reference to Hicks is likely to be
found*?. Hicks himself remains surprised from the pop-
ularity his definition gains among accountants. In a let-
ter addressed to Brief he wrote: ,,I had no idea when I
wrote this chapter in Value and Capital that it would be
taken up by accountants.

The fundmentalization of Hicksian Income reaches
its apogee in 2005 when IASB and FASB identify it as
one of the underlying concepts to form the foundation
of the future joint Conceptual Framework to be used as
grounds for principle-based standard-setting.’ Both
boards clearly express their intention to place their con-
cept of income on solid theoretical basis and found such

! Alexander, Sidney. Income Measurement in a Dynamic economy. — Sweet & Maxwell, 1950.
2 Brief, Richard. Hicks on Accounting // Accounting Historian Journal. — 1982. — Vol.9, No.1. - P. 91.

3 ibid.

4 Brief, Richard. Hicks on Accounting // Accounting Historian Journal. — 1982. — Vol.9, No.1. — P. 98.
5 Crook, Kimberley; Bullen, Halsey. Revisiting the Concepts. A New Conceptual Framework Project. IASB, FASB. —

2005. — May. — P. 7.
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a basis in Hicks’s definition. They modify it to over-
come all its imperfections and develop it into the com-
plete concept of income, profit and loss introduced in
the Conceptual Framework published in 2010.

The two aspects changed by the Boards are the
ones where the understanding of the concept of income
hides — the definition of the term wealth, on one hand,
and its measurement, on the other. Hicks believes that
the wealth of the individual is equal to the discounted
value of the net cash inflows the individual will receive
in future, measured according to his own expectations —
an amount that is too subjective to be appropriate for de-
cision-making except as an unspecified and vague guide
for prudent conduct.

Both boards, however, adopt company’s capital as
a measurement of its wealth. According to the pervasive
concept of capital, capital is synonymous with its net as-
sets or the difference between company’s assets and li-
abilities.! Therefore, company’s wealth is assessed by
its net assets that, although being abstract figures, can be
objectively identified.

The second aspect that significantly impacts the
way the company’s income is defined is the measure-
ment of its wealth. One of the basic conventions that are
widespread among accountants is that assets and liabili-
ties are measured at historical cost. Other measurement
bases are applicable in various cases too (current cost,
fair value and so on), but in general the majority of the
accounting standards from both sides of the ocean place
a requirement for measuring assets and liabilities at his-
torical cost.

In practice both boards borrow Hicks’s “Income
No.1” ex post, replace individual’s wealth with the eq-
uity of the individual entity and measure it mainly at his-
torical cost. Or, if we rephrase Hicks and complete it
with the financial concept of capital maintenance?, com-
pany’s income is the maximum amount that the com-
pany can consume so that to maintain its equity in
money terms, i.e. so that its net assets at the end of
the reporting period to be equal to its net assets at
the beginning of the period, after deducing all
changes therein due to actions of owners in their ca-
pacity of owners. If the net assets at the end of the pe-
riod exceed those at the beginning, the company has
saved part of its income in the form of profit. Otherwise,
it would seem that the company is not “living within its
income”, it consumes its reserves or simply said — real-
izes losses.

Critics to FASB and IASB-adopted concept of
company income

The decision of both standard-setters to adopt
Hicksian Income and to modify it thus making it one of
the fundamental contemporary accounting concepts is
opposed by part of accounting society. The boards have
been accused of wrong and selective interpretation of
Hicks’s theory. Their definition of income is criticized
for lack of objectivity; for not been useful to those who
make economic decisions; for measuring only a part of
company’s wealth but failing to reflect its internally
generated goodwill and so on. The major critics will be
examined one by one below.

As it was already stated above, IASB and FASB
explicitly point out their decision to step on Hicks’s the-
oretical concept of income. Unfortunately they do not
analyze it in more details in the 2005 Memorandum. In-
stead they focus on the substantiation of their selected
“conceptual supremacy of assets*® and the respective
definition of financial performance using assets and lia-
bilities and not revenues and expenses. Thus, their
stance definitely remains insufficiently grounded; it
weakens it and opens the door to critics.

The major deficiency of the Boards’ incomplete
thesis is that they really approach Hicksian income in a
selective manner. It is a fact that only fragments of
Hicks’s thoughts are presented in the Memorandum —
only those that match Boards’ definition. It is remarka-
ble that the boards borrow only a part of Hicks’s sen-
tence for the almost complete objectivity of the income
ex post, but somehow omit the limiting condition placed
by the author that this is valid only for income from
property but not for income that depends on the so called
“human capital“4. Thus they give arguments in the
hands of authors such as Bromwhich, Macve and Sunder
(2010) to accuse them for “opportunistically cherry-
picking the elements to suit their immediate objectives”
and for “taking short quotations and interpreting them
out of context™.

From pure formal point of view there is no way not
to support critics. It is true that both boards address quite
frugally the concept of income, mentioning it in only
two short paragraphs in the whole Memorandum with-
out placing any additional theoretical thoughts. The
Memorandum, however, is not designed to contain
Boards’ full concept of income. It is only a prelude to
the concept of income as later on developed in the Con-
ceptual Framework. The fact that the Memorandum
only implies IASB and FASB’s ideas does not make
their theory for income, capital and capital maintenance,

! TASB. Conceptual Framework for Financial Reporting. 2010. para 4.57.
2 IASB, Conceptual Framework for Financial Reporting. 2010. para 4.59 (a).
3 Crook,K. & Bullen,H. Revisiting the Concepts. A New Conceptual Framework Project. — IASB & FASB. — 2005. —

May.
4 ibid. - P. 18.

5 Bromwich, M. Hicksian Income in the Conceptual Framework [Electronic resource] / M. Bromwich, R. Macve, Sh.
Sunder. — 2010. — P. 2. — Mode of access: http://ssrn.com/ abstract=1576611.
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all Hicksian Income-based, vacuous and does not place
it on vague and ambiguous grounds. This critics is quite
perfunctory and fails to account for the theoretical depth
of both standard-setters’ achievement.

The boards are also accused for claiming to having
developed an objective concept of company’s income.
Critics keep on repeating that the development of an ob-
jective measure of income by stepping on such a subjec-
tive category as Hicksian income is not possible. How-
ever, by choosing the identifiable net assets as an ex-
pression of company’s wealth and by applying the prin-
ciple of measuring them at historical cost, I[ASB and
FASB overcome Hicksian individual’s subjective as-
sessments. Moreover, it is Hicks himself that in a book
review published in Economic Journal (1948) explicitly
emphasizes the necessity of objectivity in accounting to
be achieved by applying historical cost. In fact through-
out his all work thereafter Hicks consistently takes the
stance that the principle of measurement at historical
cost shall be strictly observed. Even talking about com-
panies’ equity measurement at the 1969 meeting of the
International Statistical Institute Hicks states: “An econ-
omist may often be found to declare ... that the stock of
capital equates to the present discounted value of the fu-
ture stream of earnings that the stock of capital will gen-
erate. This is so inherently unmeasurable that it will
amuse a statistician until he perceives that the sugges-
tion is offered somewhat more than half-seriously*!.

Critics also argue that Hicks clearly declares his
opinion that it is only income ex ante which could be
useful for the individual’s future conduct, while income
ex post could be of interest only to historians and statis-
ticians but not to those who have economic decisions to
make. For them income ex post is useless. Conse-
quently, IASB and FASB’s concept of income devel-
oped on the grounds of Hicksian Income No.1 ex post,
cannot be relevant to anybody.

At the same time, there is a vast number of empir-
ical research papers proving the direct relation between
accounting information about company’s earnings and
its stock prices market changes. For instance, Dechow
(1994) points out that “stock markets are efficient in the
sense that stock prices unbiasedly reflect all publicly
available information concerning firms*?, and yet “they
react to the release of earnings information and to fore-
casts of earnings” 3. Dechow quotes the empirical re-
search of Foster, 1977 and Patell, 1976, that find strong
positive correlation between companies’ accounting net
income and their stock prices. The author concludes that

“the production of financial information such as earn-
ings is an integral part of price formation®.

The main objective of financial reporting as set
forth by the two standard-setters is to prepare and pre-
sent such financial information that is useful for its us-
ers. Of course, therefore it shall comply with a number
of qualitative requirements enlisted in the Conceptual
Framework — relevance, faithful representation, compa-
rability, verifiability, timeliness, understandability, and
shall be prepared observing all requirements of the re-
spective standards. Whenever financial information
meets those requirements, it is useful. Many empirical
researches have confirmed this by proving the direct link
between income information and stock prices changes
at international stock exchanges. It is the practice that
refutes the opponents of the relevance of the concept of
income.

The boards have also been accused that their de-
fined income fails to encompass all that a company gen-
erates, and especially that it misses company’s internal
goodwill. Bromwhich, Macve and Sunder (2010) point
out that the difference between market capitalization of
a company and the book value of its net assets is defined
as internally generated goodwill which depends on the
skills of the management of this company. They argue
that different managers with different management
skills will achieve different return on the same capital.
They believe that this is Hicks’s “human capital” at
company level — “the value of super profits over the nor-
mal rate of return on net assets that depends on the skills
with which management and the workforce exploit an
enterprise’s resources and its markets, and its business,
social and political opportunities™.

This accusation shall also be refuted even only for
the reason that the boards are criticized for something
they do not purport to aim. IASB and FASB does not
regard financial information and especially the one con-
cerning company’s income that is contained in the gen-
eral purpose financial reports as a tool showing the value
of the reporting entity. The Conceptual Framework ex-
plicitly states that “General purpose financial reports ...
provide information to help existing and potential inves-
tors, lenders and other creditors to estimate the value of
the reporting entity“®. Besides, the information about
company’s income is pervasively used as a measure of
the stewardship of management. Quite often senior
management bonuses are linked to company’s perfor-
mance measured by accounting financial results.

! Brief, Richard. Hicks on Accounting // Accounting Historian Journal. — 1982. — Vol.9. No.1. —P. 97.
2 Dechow, Patricia. Accounting earnings and cash flows as measures of firm performance. The role of accounting accruals
// Journal of Accounting & Economics. — 1994. — Vol.18. —P. 12.

3 ibid. — P. 14.
4 ibid.

5 Bromwich, M. Hicksian Income in the Conceptual Framework [Electronic resource] / M. Bromwich, R. Macve, Sh.
Sunder. — 2010. — P. 7. — Mode of access: http://ssrn.com/abstract=1576611.
¢ TASB, Conceptual Framework for Financial Reporting. 2010. para OB7.
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Hicksian Income is not directly applied in modern
accounting when defining earnings. However, Hicks’s
contribution to the development of our nowadays under-
standing of income and profit cannot and shall not be
denied. In practice, IASB and FASB stepped on Hick-
sian Income and then developed and modified it. The
understanding of income presented by both boards in the
Conceptual Framework is not just a borrowing from
Hicks. It is a completely mature and applicable in prac-
tice accounting theory of income. The main contribution
of John Hicks is that he directed our focus towards the
concept of capital maintenance as grounds for defining
concept of financial performance. John Hicks is a re-
markable scientist that left deep trail in economics. His
thoughts about concepts of income and objectivity pen-
etrated the theory of accounting and turned into a foun-
dation for the further development of the science.
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IlerpoBa B. Teopis npudyrkis /lx. Xukca i cy-
YACHOr0 OyXraJrepcbKoro 00Ky

CrarTs IpUCBsIYCHA TIOHSTTIO JOXOIy B TEOPIi 011~
HOI'0 3 HAWBIUIMBOBIIIKMX €KOHOMICTIB XX CTOJITTI —

11

Jlxona Piyapna Xukca, IKAH 3aUIINAB TJIMOOKUI CTijT
B Teopii Gyxrantepcbkoro o6miky. Moro inei npexcras-
JIeHI 1 TIPOUTIOCTPOBaHI SIK TEOPETHYHO, TaK 1 Mpak-
tiaHO. [IpoaHanizoBaHo sSK BOHU OyIH TpaHC(HOPMO-
BaHi B CydacHOMY OyxranrepcbkoMy o0niky B MC®D3 i
PC®O. Kpurrka BUKOpUCTaHHS TEOPil 10X0my XHKca
SIK TEOPETHYHOT OCHOBHU HOHSTTS JOXOXY, MPUOYTKY 1
KaIliTay MPeICTaBICHI K KOHIENTYalbHI OCHOBH (bi-
HAHCOBOT 3BITHOCTI 1 TaK0X OOTOBOPIOIOTHCS B CTATTI.

Kniouosi cnosa: moxoj, cydacHUH OyXrantepch-
KU 00JIIK, TPUOYTOK, KarmiTall.

IleTpoBa B. Teopust noxonoB . Xukca u co-
BPEMEHHOI0 0yXrajiTepcKoro yyera

DTO CcTaThs MOCBSIIEHA TOHSATHIO I0X0/a B TEOPUH
OJJHOTO M3 CaMbIX BIMSATEIBHBIX ASKOHOMHUCTOB XX
Beka — /[xoHa Puuapna Xukca, koTopasi OCTaBuia Iiry-
Ookuii cres B Teopuu Oyxranrepckoro yuera. Ero uaen
MIPEACTABIICHBI U MTPOMJUTIOCTPHUPOBAHBI KaK TEOPETHUYE-
CKH, TaK U mpakTudecku. [IpoaHamm3upoBaHo KaK OHU
ObLTH TpaHC(OPMHUPOBAHEI B COBPEMEHHOM OyXranrep-
ckoM yuere B MCDO u CCOY. Kpurnka ucrnonp3oBa-
HUS TEOPUH J10X0a XHUKCA KaK TEOPETUIECKON OCHOBBI
TIOHSTHUS TOXO/a, IPUOBLTN U KaIlluTala Ipe/ICTaBICHBI
KaK KOHIIETITyaJIbHbIE OCHOBBI ((MHAHCOBOI OTYETHOCTH
U TaKKe 00CYXITAI0TCA B CTAThE.

Kurouegvle cnosa: noxon, cOBpeMeHHBbIH Oyxrai-
TEePCKUH yueT, MpuObLIb, KauTal.

Petrova V. Hicksian Income and Contemporary
Accounting

This article deals with the concept of income of one
of the most influential economists of the 20 century —
John Richard Hicks, which left deep trails in the theory
of accounting. Hick’s ideas are both theoretically pre-
sented and practically illustrated. The way they have
been transferred to modern accounting by IASB and
FASB is analyzed. The criticisms of the use of the Hick-
sian income as a theoretical foundation of concepts of
income, earnings and capital maintenance as adopted by
the Conceptual Framework for Financial Reporting are
also discussed in the article.

Keywords: income, modern accounting, earnings,
capital.
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1. Introduction

The Neoclassical Economics — which is the domi-
nating form of Mainstream Economics — believes in the
"goodness" of the market economy — as opposed to the
planned one — because it generates both microeconomic
efficiency (in terms of optimal allocation of scarce soci-
ety's resources) and macroeconomic performance (in
terms of full employment, the general price level stabil-
ity and both high and steady economic growth). There-
fore, mainstream economists advocated the Big-Bang
(BB) or the Shock Therapy rather than the Gradualism
(GR) strategy of transition from the planned economy to
the market one. According to their point of view, the
quicker such transition will take place, the better. The
planned economy means microeconomic inefficiency
(waste of resources etc.) and bad macroeconomic out-
comes (low productivity etc.). It is necessary quickly to
break the old system and simultaneously implement all
desirable policies: price liberalization, privatization, fi-
nancial stabilization (it is an essence of the BB). And
then economic freedom for everybody will rapidly give
optimal outcomes.

The reasoning about both the "goodness" of the
market economy and the necessity of the BB (explicitly
or, sometimes, implicitly) is based on the assumption
that economic agents (first of all, households and firms)
always and everywhere maximize their objective func-
tions. They are optimizers. In other words, the Neoclas-
sical Economics is based on the fundamental idea of the
Substantive Rationality (Lavoie 1992, P. 51). According
to Lah and Susjan (1999, P. 589): “Within the frame-
work of substantive rationality, the conditions and con-
straints for the rational behavior of economic agents
(utility or profit maximization) are external, that is, de-
termined and given in their environment. According to
Herbert Simon, such behavior is determined entirely by
the characteristics of the environment in which it exists.
However, these characteristics have to be known. The
concept of substantive rationality therefore assumes that
economic agents make their decisions (based on com-
plex mathematical calculations) in an environment of
perfect information.

However, the reality does not allow economic
agents to be optimizers always and everywhere. There
are serious problems of both uncertainty of the future
and information overload (Hodgson 1997; Lah and
Susjan 1999). As Lavoie (1994, P. 543-544) has pointed
out: “In the real world, in contrast to neoclassical mod-

els, agents lack perfect knowledge and the ability to pro-
cess a large amount of information. They generally lack
confidence in their information and their assessment of
it. The substantive rationality of neoclassical models can
be neither a guide nor a description of decision making”
(see also Lavoie, 2006, ch. 1).

These problems play important role in the devel-
oped market economies (see the Section 2) and can de-
stabilize the transition ones (the Section 3) by means of
adverse effect on the behavior of both households (the
Sections 4 and 5) and firms (the Section 6). Therefore
the presence of such problems itself can be the base for
the fundamental objections to the BB mode of transition
to the market economy (see the conclusive Section 7).

2. The Informational Obstacles to Rational
Behavior in the Developed Market Economy

The presence of obstacles to rational behavior in
the developed market economy has been broadly recog-
nized in the Heterodox Economics, especially in the
Post Keynesianism (Lavoie 1994; 2006; Davidson
1996) and Evolutionary Institutionalism (Hodgson
1994; 1997). The point is that optimizing behavior can
take place only if there is a correspondence between the
cognitive possibilities of agents and the information set.
If information stock is very big or complex or if agents
have no relevant data at all (Hodgson 1997), they cannot
behave rationally in the Neoclassical fashion and are
forced to develop various ways dealing with these diffi-
culties. Such behavior is consistent with so-called Pro-
cedural Rationality (Lavoie 1994, P. 544): “Such ap-
proach to rationality, in cases of uncertainty or of insuf-
ficient capabilities to process existing information, con-
sists of means to avoid complex calculations and con-
siderations, and of procedures enabling decisions to be
taken despite incomplete information. Agents follow
procedures that are sensible given their bounded
knowledge and computational capabilities”.

It leads to institutional evolution. In other words,
households and firms develop diverse informal institu-
tions in order to solve the problems of both information
overload and uncertainty of the future. These informal
institutions include habits and rules of thumb, moral
rules, entrepreneurial culture, long-terms links between
industry and banking etc. (Lah and Susjan 1999; Tsang
1996, Lavoie 2006) Such devices create what I would
like to call the "stabilizing frameworks". The "stabiliz-
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ing frameworks" are those elements of the economic
system, which provide favorable environment for mak-
ing sensible economic decisions (i.e. eliminate any ex-
tremes of the information problems). The important
point is that economic evolution requires "smooth addi-
tions" to the "stabilizing frameworks". For example, the
transition from the craft production system to the mass
production one requires the "framework" in the form of
"mass marketing" (Nell 1998, P. 232-233), and the
emergence of endogenous inside money requires the
"framework" in the form of the Central-Bank-As-A-
Lender-Of-Last-Resort (Minsky 1986).

Without such "frameworks", economic system
would collapse in complete chaos. Destruction of some
of these "frameworks" can be very harmful for eco-
nomic system. That is why, for example, Keynes re-
jected the decrease in the money wage level as a means
of struggle against unemployment because according to
his view contracts fixing money wage are one of the im-
portant stabilizers (Keynes 1936, ch. 19, 20; Davidson
1972; 1999, P. 583).

3. The Informational Obstacles to Rational
Behavior in the Transitional Economy:
The General Perspective

The transitional economy as the system moving
from the “planned socialism” to the “market capitalism”
is by definition is characterized by shift in its institu-
tional bases. Such shift itself leads to enormous obsta-
cles to rational behavior. However, the situation be-
comes worse when the BB takes place because such
strategy means not shift but break in the institutional
base of the economic system. The "institutional hiatus"
(Kozul-Wright and Rayment 1997) takes place: old in-
stitutional frameworks have already destroyed, but new
ones have yet not created. We have no Schumpeterian
"creative destruction" under the BB; we have only "de-
stroying destruction".

The obvious example is the transitional economy
of Russia in the 1990s. In 1991, this country had still
some analogue of the planned economy. The 1992 year
was first year of the BB reforming. The outcomes were
the following: privatization without rules of law, price
liberalization without workable competition, the gov-
ernment refusal from enterprise administration and con-
trol without emergence of efficient entrepreneurship and
management, advertisement of "luxury life" without in-
troduction of moral rules of civil society, etc. The result
was economic and legal chaos in the form of both enor-
mous information overload in the sphere of consump-
tion decisions and extreme uncertainty in the sphere of
investment and portfolio decisions (the same informa-
tional problems appeared in other transition economies,
for example, in Slovenia - see Lah and Susjan (1999)).
The point is that these information problems did not per-
mit agents to be consistent in their behavior not only

with the Substantive Rationality, but also sometimes
even with the Procedural Rationality (i.e. there were
cases without individual deliberate choice at all). It led
to adverse both microeconomic and macroeconomic
consequences. In order to describe such consequences
we will divide all Russian economic agents into three
broad categories: "poor households" (the "typical Post-
Soviet Russians"), "rich households" (the "New Rus-
sians") and "firms". It seems to us that this taxonomy is
very useful because it is true indicator of the behavioral
structure in the Russian economy in the 1990s (although
often two last groups could be treated as the same, be-
cause some firms are controlled by the "New Rus-
sians"). We will trace the influence of the BB on behav-
ior of each of these groups of people and show why they
all could not behave rationally.

4. The Informational Obstacles to Rational
Behavior of the "Poor Households"

"Poor households" are typical Russian people,
which became very poor after the BB reforming. In the
1990s many such agents had income which was less
than "minimal consumption bundle". It means that they
were on the lowest level of famous «Maslow pyramid»:
they hardly satisfied their physiological needs. We be-
lieve that the main types of decisions of this category of
agents - consumption/saving and portfolio ones — had
made in the conditions, which are very adverse to ra-
tional behavior. The consumption decisions were mak-
ing in the situation of both massive inflow of imported
goods with unknown quality and characteristics (Lah
and Susjan 1999, P.593-600) and (as I already men-
tioned above) extremely low income without access to
external finance, that is, very hard budget constraint.
Furthermore, that typical Russian people had no "con-
sumption culture" and (this is very important) custom
and experience of making economic choices, because
the planned economy of shortage (Kornai 1980) was the
economy of almost total rationing which, to some ex-
tent, excludes free choice.

All these aspects are reasons for both information
overload in the sphere of consumption decisions and
non-rational behavior of Russian people in this sphere.
Both surveys and economic intuition show that many
consumption goods purchases had completed on the
base of aggressive advertisement pressure or just emo-
tions. The "lightning" calculations "of pleasures and
pains" (Veblen 1898, P. 389) were often completely ab-
sent. Sometimes these agents could not take into account
any benefits and costs of their decisions because they
were not to able to collect and to understand relevant
information or because this information was too com-
plex for them (the problems of Extensiveness and Com-
plexity as the two kinds of information overload - see
Hodgson 1997, P.668-671). It is obvious that such deci-
sions were very far from optimal ones.
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In the sphere of portfolio decisions, poor house-
holds faced with another general information problem -
uncertainty. Various financial companies offered ex-
tremely high returns for own shares, stocks, bonds, pa-
pers and so on. The households had no both knowledge
and experience of "working on" with financial instru-
ments. As a result, enormous quantity of Ponzi-finance-
using financial companies had emerged and made a lot
of money, not as an effect of adverse macroeconomic
dynamics (Minsky 1986; Nishi 2012), but as an effect
of non-rational behavior of many typical Russian house-
holds.

Non-rational behavior of typical Russian house-
holds can be well explained by Keynes’s conception of
"conventional judgement" (Keynes 1937). In conditions
of uncertainty, some agents follow other agents, and the
"orientation on average opinion" took place. The opti-
mistic mood of this "average opinion" was very long
supported by aggressive mass media advertisement of
many lucky financial companies. The results were en-
richments of some cheating minority of agents, the huge
loss of money of majority of other ones, and fundamen-
tal absence of trust and confidence of people to financial
markets.

We suppose also that another important behavioral
reason for it was mix of very low income and the Rus-
sian traditional desire "to get all at once". For many peo-
ple purchase of "junk papers" of companies like MMM
was the only trial of quick run away from misery. Some
people who had bought such "securities" in the begin-
ning of expansion of "pyramids" have really escaped
from misery.

These consequences could be nil if the freedom of
financial markets would appear slowly. Even the expe-
rience of advanced countries shows that stock markets
often destabilize the economy (Singh 1995, P.104).

It should not to forget that the Soviet economy was
system without financial markets. Therefore, the most
participants of the transitional financial markets in Post-
Soviet Russia had no skills for rational decision-making
(Rozmainsky 2010).

The emergence of financial markets without nor-
mal private sector and rules of law was one of the mis-
takes of the BB strategy and led to mass cases of non-
rational decision-making and, as a consequence, to non-
optimal decisions. Now, twenty years later, both the
backwardness of financial markets and lack of confi-
dence of the most Russian households to these markets
are serious obstacles to steady economic growth in Rus-
sia.

5. The Informational Obstacles to Rational
Behavior of the "Rich Households"

The budget constraints of the "New Russians" were
not so hard. However, all other reasons for non-rational

behavior took place. Moreover, there was one "addi-
tional" one: the "group pressure". In other words, the
consumption decisions of the “New Russians” were di-
rected by very strict requirements to their "life-styles" as
the "Rich People". The phenomenon of "Conspicuous
Consumption" described by Veblen (Mouhammed
1999, P. 596; Trezzini 2011, P. 503; Kapeller and
Schutz 2015, P. 53-55) took place in all its complete-
ness. Both surveys and economic intuition show that
many purchases of the "New Russians" were the result
of the desire to be in accordance with the "life style".
However, it is not substantive rational behavior because
such one means independent, atomistic choice of pur-
chased item. Perhaps, the formation of the "class" of the
"New Russians" with closed structure and strict require-
ments to consumption was itself an effect of the BB. The
point is that in the conditions of both inflow of mass of
new imported goods ("invasion of Western goods" - see
Lah and Susjan 1999, P. 594) and absence of normal life
styles (in general and consumption patterns in particu-
lar) created by slow evolutionary way, such patterns
have rapidly embodied in distorted forms.

By the way, such behavior was harmful for macro-
economic performance because goods forming "life-
styles" of the "Rich People" are at large foreign. It
means that described consumption culture of the New
Russians encouraged economic growth abroad but not
inside the country. These consumption patterns are one
of the long-term reasons for general economic back-
wardness of the Post-Soviet Russia (this backwardness
is so evident since 2014). Possibly, if behavior of rich
households would be more rational that their consump-
tion pattern would be more preferable for the domestic
macroeconomic performance and steady economic
growth not based on rising oil prices.

6. The Informational Obstacles to Rational
Behavior of Firms

The Russian firms faced with the informational ob-
stacles to rational behavior in the sphere, which is "con-
ventionally" interested for Heterodox Economics, espe-
cially Post Keynesianism. This sphere is the fixed capi-
tal investment decisions.

We cannot say about it something radically new.
The idea of the negative influence of uncertainty of the
future on fixed investment is the common theme in
many heterodox books and articles, especially of Post
Keynesian authors (Keynes 1936, ch.12; Davidson
1972; Minsky 1986; Rotheim 1999; Lavoie 2006). We
already mentioned above that the BB have generated ex-
treme uncertainty of the future. In this environment, the
Russian firms had no any bases for sensible investment
decision-making. It was not very surprising (at least, for
Heterodox Economists) that collapse of fixed invest-
ment had appeared.
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However, there is reverse side of the story about
influence of uncertainty on behavior of firms in the Rus-
sian economy. The environment characterized by im-
possibility of exact calculations created incentives for
various “shadow” and "black" activities ranging from
trials to hide tax payments to real criminal acts. In other
words, many Russian firms were engaged in the 1990s
in diverse forms of the "shadow economy". The Russian
Capitalism of the 1990s was emerged as the Criminal
Capitalism. According to some data, in 1992 and 1993
the amount of illegal appropriation of wealth in Russia
by private agents was equal to 75-80% of GDP; in 1996
(when law framework became already a little more
clear) it was equal to 12-15% of GDP (Shmelyov 1997).
It is not surprising that now both businesses of many in-
fluential Russian actors have criminal origin, and some
actions of the Russian governmental officers violate (in-
ternational or domestic) law.

The very important thing is that criminal and other
shadow and black activities require adequate finance for
itself. The transactions with heroin or simple bribe are
usually not financed by bank money. Agents want to
have means of financing which allow to hide activity
from the "third parties". Such means are cash, barter and
"non-payments" (arrears). These means - unlike bank
money - are anonymous. That is why the Russian mon-
etary system of the 1990s had been characterized by dis-
placement of bank money by cash, barter and non-pay-
ments (Rozmainsky 2014). Although in 1999 — 2001 the
problem of barter and arrears was solved (by both rapid
economic recovery and some decisions by Primakov’s
government), big share of cash in total money supply
remains structural weakness of the Russian monetary
system. Furthermore, during the 1990s the Russian
economy was significantly demonetized. In turn, de-
monetization is the "public bad" because, to some ex-
tent, it led to disintegration of the unified economy, its
transformation into big quantity of weakly linked «is-
lands». This problem is actual for the Russian economy
so far.

The roots of all these problems are in the beginning
of 1990s when the BB reforming led to the situation that
shadow activities became both economically appeal and
morally not bad. It seems that slow evolutionary transi-
tion would hardly generate such consequence.

7. Conclusion

The GDP of the Russian economy during the 1990s
have fallen more than twice, and the level of real fixed
capital investment in 1999 was less than 25 percent of
this level in 1990. These are indicators of very bad mac-
roeconomic performance of the economy in these years
and, of course, the big mistakes in reforming it. Today
we can see incarnations of consequences of these errors
in, for example, very outdated and obsolete equipment
of many Russian enterprises (the average age of indust-

rial fixed capital was more than 20 years in 2004, and
later data are not published at all). Why was shock so
great?

Mainstream economists stressed importance of po-
litical struggle against reforms and so on. It seems to us
that the fundamental mistake is the chosen mode of re-
forming: the BB. This paper have showed that the BB
means rapid breakdown of old institutional system with-
out creating new one. It leads to great informational ob-
stacles to rational behavior. Economic agents cannot be-
have not only according to the Substantive Rationality,
but also sometimes even according to the Procedural Ra-
tionality. It means that economic actions often were not
based on the rational decision-making process and were
driven by emotions, advertising, group pressure etc. We
have demonstrated that in the sphere of consumption de-
cisions agents either followed emotional shifts and pres-
sure by advertising ("poor households") or tried to be in
accordance with requirements of their narrow social
group ("rich households"). In the sphere of portfolio de-
cisions, many holders of financial assets were fooled by
financial companies. These cases of cheating were due
to non-rational and often just stupid behavior. In the in-
vestment sphere, because of uncertainty many firms re-
placed fixed investment by engagement in the “shadow”
and "black" activities. All these decisions and activities
were both effect of informational obstacles to rational
behavior and cause of both microeconomic inefficiency
and bad macroeconomic performance of the Russian
economy in the 1990s.

It is necessary to understand that the illusions of the
Substantive Rationality are misleading: agents cannot
optimize always and everywhere. But they can make
sensible decisions (Davidson 1991), both recognizing
the limits to their cognitive and calculating possibilities
and using various informal institutions (links between
industry and banking, brand-loyalty, guarantees, rules of
thumb) in order to deal with the different informational
problems. The point is that these institutions - or as [
called them "stabilizing frameworks" - are the result of
slow evolutionary development. They cannot be created
during, for example, a one week. It means that success-
ful transition from the planned economy to the market
one takes also a lot of time and requires many stages. In
other words, the GR would be more efficient and effec-
tive means of transition than the BB.

To 1999 — 2001, some "stabilizing frameworks"
had been created. We could speak about some long-term
relationships between some enterprises and some banks,
about the cases of defense of consumer rights, about the
presence of (although very imperfect) system of prop-
erty rights and so on. It was one of the causes of the fact
that since 1999 the Russian economy became to expand
and seemed successful until 2008.

Unfortunately, rooted traditions of non-rational be-
havior allowed prevented to create in Post-Soviet Russia
efficient institutional environment, which is favorable to
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economic growth. Lack of it can be visible especially
after both fall in prices of oil and radical political deci-
sions in 2014. We suppose that — unlike many “liberal-
oriented” thinkers — one of the causes of non-rational
behavior was the BB. The paper argues that such re-
forming was extremely expensive!
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Po3maincekuii 1. B. Ctparerisi Beaukoro mo-
IITOBXY i HepalioHATbHA NMOBeAIHKA B poccHiicbKiil
nepexianiii exonomiui B 1990-ti poxu

VY crarTi BUCYBAETHCS TIMOTE3a MPO TE, IO CTPATEe-
Tisl BEJIMKOTO MOIITOBXY (IIOKOBOT Teparii), sika 3acTo-
coByBanacst B 1990-Ti poku aist peopMyBaHHS POCIii-
ChKOI €KOHOMIKH IiIBUIIMIA CTYIIiHb HEPalliOHAIBHO-
CTi TOBEMIHKH TMEPECiYHUX POCIHCHKMX TPOMAJISH.
CopaBa B TOMy, IIO Uil MOBHICTIO PAIliOHAIEHOTO
MPUAHSTTS pillieHh HEOOXIIHO, 100 JIFOTUHA HE CTHKA-
macs Hi 3 Hectadyero iH(opmalii, Hi 3 iHGopMaIitHIM
MepeBaHTAXEHHAM. ParkasHuil «repexij 10 puHKy»,
HaB'SI3aHUH CTPATETIEI0 BEIMKOTO TOIITOBXY, MOCUIUB
0OM/IBI 1M TIEPEIIKOIM JJIsl PaIliOHAIBHOT MOBENIHKH. 3
OJIHOTO OOKY, pajuKaJbHI peQOpMH MiJBUIIMIA CTY-
MiHb HEBH3HAYEHOCTI MaitdyTHBOTO. 3 iHIIOrO OOKY, I
pedopMu mpHBENH 0 TOTO, IO MEPECiuHi rpOMajsTHA
3ITKHYJIUCS 3 BEIMKOIO KiJIbKICTIO CKJIAJIHOT JIJIS CIIPHIA-
HATTS iHQOpPMAIIi], B HepIIy 4epry, Ha TOBapHUX i i-
HAHCOBHX pHHKaX. [IOTOYHI COLIaJbHO-TOMITHYHI Ta
€KOHOMI4HI mpobieMu cydacHoi Pocii mos'si3aHi, 30k-
pema i3 HU3bKUM CTYIICHEM PalliOHAIBHOCTI TOBEAIHKA
Oaratpox ii rpomajsH. KopiHHS [bOTO — B TOMY YHCII i
B CTpaTerii BEIMKOTO MOIMTOBXY movatky 1990-x pokis.

Kniouosi cnosa: crpareris BEIHKOTO IIOIITOBXY,
IIOKOBA Teparlis, HepalioOHaIbHA TTOBEIHKA, HEBU3HA-
YeHiCTh, iH(OpMaIliiiHe MepeBaHTaXEHHS, HEOPTOIOK-
caJlbHa EKOHOMIKa.

Posmaunckniit U. B. Crparerust 06osbuioro
TOJYKA U HepalHoOHAJIbHOEe INOBeJdeHHe B POCCHIi-
CKOW mepexoaHoii 3xoHoMuke B 1990-e roanl
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B crarbe BblIBUTaeTCs TUIOTE3a O TOM, YTO CTpa-
Terust OOJIBIIOTO TONMYKa (LIOKOBOM Tepamuu), mpume-
HsaBmasicsa B 1990-e romsl s peOpMHPOBAHUS POC-
CUHCKOM SKOHOMMKH, TOBBICHJIA CTENEHb HEpaluo-
HAJIBHOCTH MOBEACHUS PSIOBBIX POCCUUCKUX TPaXKAaH.
Jeno B TOM, 9TO JUIS OJHOCTHIO PALMOHAIBEHOTO TPH-
HATHS pelIeHni He0OX0IUMO, YTOOBI YeJIOBEK He CTall-
KHBAJICS HH C HEXBaTKOW MH(OpMAaNuy, HU ¢ HHHOpMa-
LIMOHHOW Teperpy3koi. PanukanbHbIl «mepexon K
PBIHKY», HaBS3aHHBIM CTpaTerdueid OOJIBIIOro TOJYKA,
ycuinin 00a 3TH MPENATCTBUS U PallMOHANIBHOTO I10-
BeneHus. C OJHOW CTOPOHBI, paJivKabHbIE PEPOPMBI
MOBBICHJIM CTETICHb HeompeneneHHoCcTH Oymaymero. C
JPYrof CTOPOHBI, 3TH pedopMBI IPUBETH K TOMY, YTO
PAIOBbIE Ipa)KIaHe CTOJIKHYJIUCH C OOJIBIIMM KOJIHYe-
CTBOM CJIOKHOM IUISi BOCHPHSTHS HH(GOPMALUH, B
MEPBYIO OYePe/Ib, Ha TOBAPHBIX M (PMHAHCOBBIX PHIHKAX.
Tekyiue couuanbHO-NOIUTHYECKUE U SKOHOMUYECKHE
mpo0JieMbl COBpeMEeHHOUM Poccuu cBsi3aHbl, B 4aCTHO-
CTH, ¥ C HU3KOH CTENEHbIO PAllMOHATIBHOCTH MOBEACHUS
MHOTuX ee rpaxkad. KopHu 3TOro — B TOM 4HCIIE U B
cTpareruy 60JbIIOro ToYKa Havana 1990-x roaos.

Kniouegvie cnoea: crpaterus OONBIIOrO TOMUKA,
LIOKOBasi Tepamnus, HepalUOHAJIbHOE MOBEICHUE, He-
OTIpeIeNICHHOCTh, MH(POPMAIIMOHHAS MIepeTpy3Ka, Heop-
TOJIOKCAJIbHAS! SKOHOMHKA.

Rozmainsky 1. V. The Big-bang Strategy and
Non-rational Behavior in the Russian Transitional
Economy in the 1990s

The paper offers the following hypothesis: the Big
Band (Shock Therapy) strategy of the 1990s in Russia
has led to more non-rational behavior of the ordinary
Russian people. The point is that in order to make com-
pletely rational decisions a person needs avoid both lack
of information and information overload. Radical “tran-
sition to the market system” by means of the Big Bang
strategy had reinforced both these obstacles to rational
behavior. On the one hand, radical reforms had in-
creased uncertainty. On the other hand, due to these re-
forms ordinary Russian people faced with big amount of
information which was complex for perception, first of
all, on goods and financial markets. The contemporary
social, political and economic problems of Russia are
concerned, in particular, with low degree of rationality
of many its citizens. Roots of it are, among others, in the
Big Bang strategy of the 1990s.

Keywords: the Big Bang strategy, shock therapy,
non-rational behavior, uncertainty, information over-
load, heterodox economics.
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OPERATION OF A BUSINESS ENTITY IN THE CONTEXT OF GLOBALIZATION

Problem statement. In the period of globalization
of economic processes one of the significant roles in de-
velopment of business entities is played by external fac-
tors that influence determination of their development
lines and the choice of strategic aims as regards eco-
nomic upturn, and also corresponding coordination of a
business mission with the targets of competitive and
consumer environment on different levels of economic
performance. Besides, at a fast pace of technological in-
novation, in order to determine clear benchmarks and
provide steady development for a business entity it is
essential to envisage the processes of integration of the
national economy into the united international economic
system.

However, the development of business entities in
national economy, in particular in Ukraine, is carried out
within the frame of the economic policy which is formed
and provided by the state. That is why negative devel-
opments in the given economic system are not only the
consequence of the world's financial and monetary crisis
and serious political and economic instability in the
country, but also the reflection of internal problems
which, to a wide extent, have been provoked by inade-
quate decisions of the regulatory bodies. Under such
conditions business entities are disoriented in selecting,
setting and implementing their goals, and also in using
the most efficient mechanisms for their achievement.
All that determines disproportionality and rigid pragma-
tism (up to inappropriateness) of a business entity eco-
nomic ambitions as concerns setting own goals and
making a system of methods, means and stimuli of their
achievement in the frame of operation of the economic
system of Ukraine and the international system in gen-
eral.

Military activities, which are taking place in the
east of Ukraine, have displayed and aggravated all short-
comings of the state policy regarding control of the na-

tional economy. In particular, the absence of practical
solutions to the issues of the support of business activity
in Ukraine and creating supportive environment for its
growth has triggered the process of negative investment.
In turn, the absence of state priorities in the economy
development and long-term programs of its achieve-
ment as well as instability in the world and domestic
economies and, correspondingly, irregular demand for
exportation have resulted in significant deterioration of
common rates and business activity in Ukraine. Thus,
according to the official figures of the Ministry of Fi-
nance of Ukraine over the period between 2005 and
2015 inflation rate in Ukraine reached 403.9% [1].
Along with this, in 2005 one US dollar was equal 5.3042
hryvnas, and in 2015 it was 25.555 hryvnas. The value
of the hryvna against the dollar dropped by nearly 5
times [2; 3].

Such rates of the national economy lead one to
think about the efficiency of the strategic management
employed in defining development lines of the country's
economy in general and business entities in particular.
In this respect, along with the absence of state priorities,
there is a need of identifying negative factors which get
in the way of carrying out development strategies and
efficient development of national economy and business
entities as its indispensable element.

Analysis of the latest studies and publications.
Although there are a great many studies devoted to
forming a development strategy of business entities, and
also the issues, connected with the theory and method-
ology of strategy making and organizing strategic man-
agement at a company, have been worked out pro-
foundly, specific external environment effects and re-
sponse formation of business entities in the period of
globalization are unique. As a consequence, it becomes
essential to establish theoretical aspects of the given
problem and methodological approaches which allow
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business entities to create mechanisms of efficient con-
frontation with negative effects of external environment
and successfully operate with regard to the real condi-
tion under economy globalization, as well as make their
own strategy for more or less distant perspective.

Certain theoretical and methodological aspects of
the above-noted range of problems have been reflected
in the works by a number of domestic authors:
V. Lyashenko, Y. Kotov [4], A. Blagodarny, A. Tolma-
cheva [5], V. Khobta, O. Popova, A. Meshkov [6],
V. Dementyev, V. Vishnevskiy [7], 1. Bondareva,
S. Kravchenko [8], N. Dalevskaya [9], etc.; by Russian
scholars: O. Vikhanskiy, L. Goncharenko [10], A. Za-
ritskiy, G. Kleiner, etc.; and also by representatives of
foreign schools: D. Boddy, H. Mintzberg, M. Porter,
A A. Strickland, K. Payonk, P. Lees, 1. Mazurkevich
[11], etc.

Outline of unconsidered parts of the general
problem. In their works these scholars have conducted
a profound research of various aspects of strategy and
strategic management. The impact of the external envi-
ronment on the behavior of a business entity has been
looked into. The influence of different factors on the in-
vestment climate has been analyzed. Nevertheless,
changes in the external environment of business activity
set nonstandard tasks which make one find new ap-
proaches and methods of problem solution as regards
determination of strategic priorities of a business devel-
opment in the context of globalization and efficient for-
mation and realization of a business entity strategy.

The aim of this article is to study conditions of
business entity operation and to define priorities of its
strategic development in the context of global changes
of external environment, since achievement of any key-
note has its own value. Besides, the efficiency of achiev-
ing sub-goals and an ultimate goal predetermines long-
term prospects of business entity activities. In this con-
text, of special interest is theoretical and methodical
base of making the strategy with a coordinate system of
priorities relevant to the conditions of external and in-
ternal environment of a company.

Presentation of the baseline of the study. Ac-
cording to the aim of this article, it is important to clarify
the concept of strategy in order to clearly realize both
recital and process component of the given economical
category. It should be noted that there is no major dif-
ference in interpretation of the concept of strategy
among different authors. The most complete definition
is given by O. Vikhanskiy. Here strategy (after Greek
strategia: stratos - army + ago - am leading) is defined
as "long-term properly determined line of development
of an organization as concerns the area and forms of its
activity, system of relationship within the organization
as well as the position in the environment which leads
the organization to its goals".

In the above-noted definition the emphasis is laid
on a line of development being long-term. However, se-

lected lines of development and a company's priorities
can change. That can be specified by both external and
internal factors which influence strategy making or
force a business entity to take certain actions. Besides,
as stated above, changes in external environment can ei-
ther directly or indirectly affect the change of strategic
directions of activities of a business entity up to the
change of the mission, that is, up to the main business
goal.

Consequently, it is reasonable to consider develop-
ment strategy of a business entity in its operating behav-
ior in changing external environment as a direction with
emphasizing priorities in goal achievement and realiza-
tion of certain management functions under changeable
environment in order to improve quantity and quality
characteristics of a business activity results. This defini-
tion includes resource component in strategy making, as
it is the options available for use by a business entity
which are as a rule limitative while choosing means and
methods of a business development. [5, p 30-37].

As concerns inner potential of a business entity, its
entrepreneurial ability should be noted in the first place.
However, this ability can come out under certain condi-
tions of external environment. Among the others, it is a
case of motivation.

Under conditions when over the period of 10 years
the national currency depreciates by 5-6 times, and cap-
italization of businesses reduces to zero value (we have
in mind the east of Ukraine 2012-2016 yrs.) with no real
responsibility taken for that by any body of power and
its representatives, including oligarchs-monopolists,
motivation to create and operate businesses as it is will
tend to zero. Conversely, in the countries with advanced
economy, chances for force majeure situations to occur
are minimal, which attracts investors and to a certain de-
gree stimulates business development.

Of no less importance is the fact that the countries
situated in border territories of adversarial economic
systems of global scale are more vulnerable and any mo-
ment can become a foothold for a showdown between
imperialistic neighbors. Nevertheless, there are a lot of
examples of the confrontations of this kind in history,
such as: Cyprus, Korea, Singapore, Israel, Japan, etc.
The governments of these countries, in due course, had
their priorities straight as for choosing the vector of de-
velopment, thus, making it possible to form national se-
curity system.

One can assume that determination of strategic pri-
orities of development is based on national security of
the country, tax climate favorable to business develop-
ment and integration with the global political and eco-
nomic system. Then, it will be of vital concern for busi-
ness entities in countries with emerging economy to
think on a mega-scale in order to accelerate processes
connected with integration of the national economy into
the international economic system.
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Taking into account strategic benchmarks of devel-
opment, businesses should set their mission correlating
it on different levels of operation of the world economic
system. It is not the case of affiliation as an extreme
measure of integration, on the contrary, it is about find-
ing own place in the global system on different levels of
cooperation. In view of this, a business entity mission,

while making a strategy and setting goals, should be es-
tablished with regard to the influence of the external en-
vironment not only of the regional and national level,
but also of the global one [5, p 30-37].

Based on strategic benchmark directions, goals of
a business entity are set in accordance with their func-
tions, content and formation principles in the context of
globalization (fig. 1).

< GOALSOFABUSINESSENTITY >

v
FUNCTIONS

MOTIVATIONAL ORIENTATIONAL

COMPARATIVE

CONTENT

m

Conditions of globalization

Build the struc-
ture of an or-
ganization

Define directions
and priorities of
development

Correspond
with social

values

Integrate a busi-
ness into meso-,
macro- and mega-
svstem

Define a degree of
risk and security
of activities

Concentrate
efforts of a
business

FORMATION PRINCIPLES
|
| Certainty |——| Speciality |——| Comparability |——| Reality |
| Validity l——l Consistency |——| Systematics I——| Targeting |
| Coordination | | Mobility |

Fig. 1. Goals of a business entity: value, content, formation principles (in the context of globalization)

Source: prepared by the authors.
Among directions of strategic planning, inclusive

Based on strategic benchmark directions goals of a

of the ones on a global scale, a range of the following business entity are set in accordance with their func-

benchmarks of development can be noted (tab. 1).

tions, content and formation principles in the context of
globalization (fig. 1).
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Table 1
Strategic value orientation of a business
development

Value type Value category Goal characteristics

Theoretical |Facts, knowledge, ra-

tional thinking

Long-term research and
projects

Economical |Usability, utility, cap- |Growth, profitability,

ital accumulation, results
changeability
Political Power, recognition  |Total capital amount,
volume of sales, num-
ber of employees
Social Good fellowship, ab- [Social responsibility,
sence of conflict, ac- |friendly atmosphere
ceptance of multicul- |within organization
turalism
Esthetic Stylistic harmony, Product design, quality,
content, shape and appeal
symmetry
Scientific  |Scientific potential ~ |Patenting and research
intensity
Ethical Coordination with the |Ethics, moral issues

surrounding environ-
ment
Source: prepared by the authors.

Considering the development of entrepreneurship,
it should be noted that there are fundamental differences
of strategic goals, mission and opportunities of large and
small business. Table 2 identifies the key success factors
of small and large businesses. In this study it is assumed
that the medium business is a symbiosis of qualitative
characteristics of two significantly different scales of
business.

Mathematically the indicator of strategic develop-
ment of an enterprise (SDE) can be represented in
money terms by the total cash flow for the n-#4 number
of years and the value of the same business on the stock
market in the n-th year (MC), and SDE calculation for-
mula will look as follows:

SDE =Y CIF,+ MC,. (1)
i=1

Consequently, with wrong strategic benchmarks
chosen and the peg to the national currency which can
depreciate due to the absence of cooperation between
the national economy and the economic system of the
developed countries of Europe and the USA, motivation
for a business entity (Mo) will tend to its minimum with
SDE indicator tendency to zero value:

Mo —min,if SDE—0. ()

Thus, while defining strategic priorities, a business
entity will in the first place focus on such external fac-
tors as political and economic strength and security,
business-friendly tax climate, responsibility on the part
of the government for possible force majeure.

Table 2
Comparative analysis of key factors of success
of economic activities of large and small
business entities

Small businesses
Structure flexibility,
which leads to swift
reaction to changes in
economic environ-
ment
Possibility of sole pro-
prietorship, which in-
creases the level of re-
sponsibility and com-
mitment in the even-

Large businesses
Capital accumula-
tion, capacity to
withstand an eco-
nomic downturn us-
ing own resources
Possibilities to attract
substantial invest-
ment and realization
of capital and science
intensive business

activities tual outcome

Availability of re- KEY FAC- |Direct link between a
serve resources to TORS OF |proprietor and a man-
meet changes in ex- | SUCCESS |agement entity, which

reduces time between
a decision making and
an activity itself
Small scale of market
coverage provides di-
rect personal link be-
tween a small business
entity and a personi-
fied consumer and al-
lows considering cur-
rent and potential de-
mand more correctly

ternal environment

Effect of production
scale and possibility
to influence other
business entities

In turn, there are many so called rating agencies
which define investment appeal of national economies
on a global scale. Among others, the leaders in this kind
of study are Fitch Rating, Standard & Poor’s and
Moody's.

It is the ratings and predictions of these companies
that potential global investors refer to, and economic
performance and business development are largely de-
pendent on the capital inflow of the latter. Thus, Fitch
Ratings defines the following levels of credit capacity
(tab. 3).

As it was reported on November 18, 2015, in the
press-release of Fitch Rating, the agency upgraded long-
term credit rating of Ukraine in foreign currency from
RD to CCC [13].

It should also be noted that according to the World
bank's study of general assessment of business perfor-
mance from 2010 to 2015 Ukraine moved up from rank
147 to rank 96 among 189 countries in the world [14].

There currently exist a great number of scientific
approaches to development and realization of strategic
managerial decisions. Most often used in the modern
study of strategic management are the following ap-
proaches: systematic, complex, integrated, marketing,
functional, dynamic, reproductive, processing, norma-
tive, quantitative, administrative, behavioral, situa-
tional. Each of these approaches has methodical specif-
ics of realization, orienting points and analytical tools.
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Table 3
Fitch Rating of credit capacity

The highest credit capacity. The lowest default risk expectations, assigned only in case of
exceptionally strong capacity to meet financial commitments. Chances of negative impact

Very high credit capacity. Very low default risk expectations indicate very strong capacity
to meet financial commitments. Vulnerability to the impact on the part of predictable con-

High credit capacity. Low default risk expectations and strong capacity to meet financial
commitments. Nevertheless, this capacity can be vulnerable to the impact of adverse busi-
ness environment or adverse economic conditions to a greater extent than in higher-rated

Adequate credit capacity. Higher vulnerability to default risk, especially in case of near term
adverse changes on the part of business environment or economic conditions. However,

Speculative rating. Higher vulnerability to default risk, especially in case of near term ad-
verse changes on the part of business environment or economic conditions. However, busi-

Very high speculative-grade rating. Significant default risk, although there is some limited
strength reserve. Financial commitments are currently met, but the capacity to pay out on
obligations is vulnerable in case of deterioration of business environment or economic con-

Exceptionally high level of credit risk. Default is very near or unavoidable, or an emitent
the emitent has entered a period of favorable economic conditions or a remedial period after
the emitent has acquired a temporary permit on default on obligations or has made an agree-

ment about nonpayment on obligations after failure to meet main financial commitments.
Fitch, on other grounds, believes that the situation relevant to rating RD or D is near or

Credit rating Description
AAA
on the part of predictable conditions are very low.
AA
ditions is not significant.
A
cases.
BBB
business or financial flexibility makes it possible to meet financial commitments.
BB
ness or financial flexibility makes it possible to meet financial commitments.
B
ditions.
CcCC Substantial credit risk. Distinct possibility of default.
CcC Very high level of credit risk. Default in one form or another is possible.
C
has suspended activities. The following factors are characteristic of the emitent:
failing on main financial commitments;
unavoidable, also in terms of official announcement about the swap of distressed debt.

Source: information analyzed from [12]

However, application of these approaches by business
operators of different forms and scales of activities is
impractical due to complexity of these methods.

Thus, in the context of drastic changes of political
and economic environment connected with globaliza-
tion of economy and quick pace of technological inno-
vation, for a business to make the strategy of its progres-
sive development having defined a proper direction of
the latter, on the base of state business support policy, is
a decision-making process under conditions of high in-
formation asymmetry.

Conclusions. Strategic priority definition includ-
ing positive global tendencies of economic upturn can
be considered an additional advantage for strategy mak-
ing in aggressive and changeable environment. On the
basis of the above-stated the following conclusions can
be made:

- strategy represents the line of development of a
business entity with defining priorities in goal achieve-
ment and realization of certain management functions
under changeable environment in order to improve
quantity and quality characteristics of a business activity
results;

- development strategy can be characterized by one
or more parameters reflecting the process of goal pur-
suit. For quicker and more efficient realization of all set

goals and stated missions under conditions of globaliza-
tion, it is essential to plan business activities with regard
to the concept and perception of interaction of micro-,
macro-, meso- and mega-levels of economic perfor-
mance;

- for assessment of efficiency of choice and reali-
zation of development strategy we suggest using the in-
dicator of strategic development of an enterprise (SDE)
in view of the impact of market conditions on enterprise
value under globalization of economic processes.

- strategy making and realization are carried out by
means of using corresponding techniques which are im-
manent to general goals and missions of a business en-
tity;

- the scale of business activities and strategy mak-
ing horizons allow to link tactics and strategies of a busi-
ness entity to achieve the maximum effect from strategic
management realization;

- using of the system of strategic development in-
dicators given in this article, and analyses methods, on
different levels of economic system operation and inter-
action with a business entity, and also definition of sta-
bility and investment appeal under globalization, can
contribute to positive changes in political and economic
system of countries with emerging economy, in particu-
lar, Ukraine;
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- definition of strategic priorities of a business de-
velopment under globalization is the main point of the
maximum horizon of strategic planning and a matter of
great concern of business entities;

- decrease of information asymmetry between state
authorities and global market operators, on the one hand,
and mostly small and medium-sized businesses, on the
other hand, will allow raising responsibility of the for-
mer and increasing growth rate of the latter. This, in
turn, will contribute to stabilization of the global social
and economic system.
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Payonk K., Lyashenko V., Kvilinskyi O. Opera-
tion of a Business Entity in the Context of Globaliza-
tion

The article looks into the problems connected with
the operation of a business entity in the context of glob-
alization of economic processes. Interaction of eco-
nomic systems has been analyzed from the perspective
of a business entity on the example of Ukraine. There
have been suggested methods of assessment and bench-
mark definition for choosing strategic directions of a
business development.
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COMBATING ENERGY POVERTY IN THE SOCIAL HOUSING STOCK

1. Introduction

A full-scale development strategy of the European
Union, known as “Europe 2020, has become a contem-
porary framework of the Polish economic policy, in-
cluding the energy and housing policy. The bases for
this policy are: 1) investments in education, scientific
research and innovations, 2) balanced development con-
ducted in accordance with the low-carbon economy, as
well as 3) social integration (the so-called social inclu-
sion), with a particular emphasis put on reducing pov-
erty and creating new workplaces.

The social housing stock is an important instru-
ment in the state’s fight against poverty and social ex-
clusion. The investments realised in the social housing
construction support the development and attractiveness
of certain urban areas or entire cities. Social housing
construction serves as a stabiliser of tensions which ap-
pear on local housing markets and it depreciates (sof-
tens) the course of housing cycles [Cf. Lis 2008, 2012].
Improving living standards is, at the same time, an im-
portant element of achieving the aims of the energy pol-
icy in terms of increasing energy efficiency and reduc-
ing the level of the emissivity of the economy. The po-
tential of housing construction as regards improving en-
ergy efficiency has been estimated to be 30 MtCO; until
2030, which makes up 13% of the total potential of re-
ducing the emission of greenhouse gases in the economy
of Poland [McKinsey 2010].

In the face of the growing prices of energy, heat
and gas in relation to the households’ income and low
energy efficiency of residential (and public) buildings,
there occurs an issue of energy poverty. A fundamental
definition of energy poverty indicates that it is a phe-
nomenon which consists in experiencing hardships with
maintaining adequate heating in residential buildings
[Li et al. 2014]. With the course of time, this phenome-
non began to be considered from a more comprehensive
viewpoint, encompassing the necessity to provide
households with an access to electric and gas energy
used for realising essential needs [IEA 2010] as well as
to conduct proper modernisation of dwellings, purchase
heating systems and devices [Cf. Stepniak, To-
maszewska 2014, pp. 6-7]. It shall be highlighted that
energy poverty in well-developed countries is consid-
ered from the viewpoint of economic (and not physical)
access to energy. The energy poverty-stricken house-
holds are considered to be those in which the amount of
expenditures on energy and fuel exceed 10% of income
[Boardman 2012].

The authors have put forward a thesis that the so-
cial housing stock and social housing construction could
serve as a crucial instrument in the state’s fight against
energy poverty, simultaneously realising the essential
aims of the social housing policy and being in harmony
with the EU law, especially in terms of providing ser-
vices in general economic interest.

The main aim of this work is to assess the possi-
bilities (conditions) for including social housing con-
struction in the fight against energy poverty among low-
income households or other sensitive groups. In order to
fulfil this aim, the following research tasks have been
assumed. To begin with, the first part of the work iden-
tifies the right to housing as the basis for conducting an
active housing policy. Next, the authors identify the
aims, instruments and models of the social housing pol-
icy. In this context, the main housing problems in the
European Union member states are identified, with par-
ticular attention paid to energy poverty. Finally, the au-
thors suggest a range of instruments which can be used
for combating energy poverty within the social housing
policy.

The authors use the statistical data of the Eurostat
and the International Energy Agency. Furthermore, spe-
cialist studies concerning the issues of social housing
construction and energy poverty are used in this work.
However, the main inspiration for writing this work are
two opinions of the European Economic and Social
Committee: 1) “In the case of the issues with defining
social housing as a service of general economic interest”
and “For coordinated European measures to prevent
and combat energy poverty” [EKES 2013a, 2013b].

2. The right to housing as the basis for conduct-
ing an active housing policy

The right to housing, being the basis for conducting
the housing policy, has been recognised in the Universal
Declaration of Human Rights, which says that “every-
one has the right to a standard of living adequate for the
health and well-being of himself and of his family, in-
cluding food, clothing, housing and medical care and
necessary social services”. Furthermore, the right to
housing may also be found in the European Social Char-
ter: “With a view to ensuring the effective exercise of
the right to housing, the Parties undertake to take
measures designed: to promote access to housing of an
adequate standard; to prevent and reduce homelessness
with a view to its gradual elimination; to make the price
of housing accessible to those without adequate re-
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sources”. The Charter of Fundamental Rights of the Eu-
ropean Union also claims as follows: “In order to com-
bat social exclusion and poverty, the Union recognises
and respects the right to social and housing assistance so
as to ensure a decent existence for all those who lack
sufficient resources, in accordance with the rules laid
down by Community law and national laws and prac-
tices”. Finally, the right to housing has been laid down
in the constitution of a number of member states or is
subject to special legal acts which aim at its effective
implementation.

The right to housing is fulfilled in the majority of
member states through the services provided in general
economic interest. According to Article 36 of the Char-
ter of Fundamental Rights, which says that “the Union
recognises and respects access to services of general
economic interest as provided for in national laws and
practices, in accordance with the Treaty establishing the
European Community, in order to promote the social
and territorial cohesion of the Union”. Under Article
106 (2) of the Treaty on the Functioning of the European
Union, and under the assumption that common access to
housing is considered as a service provided in general
economic interest, undertakings obliged to manage the
services provided in general economic interest are sub-
ject to the norms contained in the Treaties, including the
rules on competition and the principles concerning the
ban on and control of the state’s support, within the lim-
its in which their application does not constitute a legal
or actual obstacle to the performance of particular tasks
given to them by the national, regional or local authori-
ties.

The decision of the European Commission con-
cerning the services provided in general economic inter-
est of 20 December 2011 reduces the access to subsi-
dised social dwellings for the disadvantaged and for less
privileged social groups which are unable to find hous-
ing at market conditions due to their solvency con-
straints. In accordance with Protocol no. 26 of the Treaty
of Lisbon, the main responsibility for provision, finance
and organisation of services of general economic inter-
est shall be vested in the member states and their na-
tional, regional and local authorities which have a vast
scope of discretional capacities in these areas and a dem-
ocratic freedom of choice [EKES 2013, p. 53].

In sum, the right to housing encompasses both the
issues of the availability, capacity to purchase or rent
dwellings and maintain them, as well as the standard of
the housing stock. Energy poverty is closely connected
with the right to housing in a sense that it determines the
standard of the stock as well as the households’ capacity
to maintain the stock. An active role of the state in the
European Union member states, supporting the right to
housing, has become greatly limited and controlled
more closely by the European Commission. On the other
hand, the state’s instruments aiming at reducing energy
poverty through the social housing stock or social hous-
ing construction are not subject to such restrictions from
the European Commission.

3. Social housing policy goals

The housing policy is one of the sector policies
conducted both by the central authorities as well as the
local authorities, engaging public entities, social organ-
isations, private entities, in order to achieve the main,
long-term goals which are: a) creating favourable con-
ditions for purchasing and renting the housing stock by
all citizens as well as creating the possibilities to main-
tain this stock, b) ensuring the availability of housing
and c¢) guaranteeing an adequate housing standard [Lis
2008]. The detailed specification of the main housing
policy goals should refer to the citizens’ housing needs
and the demand for housing reported at a given time and
place, and the manner of realising the “right to housing
(reside)” will influence the social model functioning in
a given country [Lis 2005]. The principle of determining
a mutual system of rights and obligations of households,
enterprises and the state in terms of ensuring fundamen-
tal housing conditions should be based on the “right to
reside”. This right does not, however, give citizens con-
sent to take a demanding attitude towards the state in
order to fulfil their housing needs, not supported by their
individual effort to fulfil these needs. The right to reside
also encompasses such components as: a right to choose
the form of housing ownership, a right to reside in stand-
ards which are not beneath human dignity, a right to
change the place of residence [Andrzejewski 1987]. The
interpretation and realisation of the right to reside is be-
coming one of the main factors delineating the shape
(model) of the housing policy.

The realisation of the above goals of the state’s pol-
icy requires special instruments used with reference to
persons with a low economic status or with reference to
specific, sensitive social groups such as: the disabled,
the unemployed who have not been working for a long
time, the elderly who are left to themselves, families
with many children, single parents, emigrants and refu-
gees, ethnic minorities, persons facing eviction, persons
who live in dangerous areas, as well as young married
couples or students. It shall be highlighted, however,
that the criteria which enable identification of these sen-
sitive groups are quite diverse in particular European
Union member states; moreover, they tend to change
with time. They include above all the criterion of in-
come, social risk, a number of persons in a household,
age, marital status, health condition, class and race. Spe-
cific instruments applied with respect to persons with a
low economic status or sensitive groups have contrib-
uted to the fact that the so-called social housing policy
has been specified. Besides determining the manners of
allocating and accessing the social housing stock (con-
ditions for entering and leaving — even obligatorily — the
social housing stock), among the tasks of the social
housing policy should be assessing the capacity of
households to rent (or in certain cases to purchase) hous-
ing in the social housing stock and to maintain this hous-
ing, as well as determining the scope of legal protection
for the tenants and owners of the stock [Lis 2008, 2012].
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Thus, the social housing policy makes up for an im-
portant area in the fight against energy poverty due to its
focus on low-income households and sensitive groups.

4. Social housing policy models

Taking into consideration the goals and instru-
ments applied, two major models of the social housing
policy may be indicated — a universal model and a selec-
tive model. The latter may be further divided into two
variants: general and residual [See more in Lis 2008,
2013; Ghekiere 2009].

The prevailing aspects of the universal model are
the ideas of solidary payment and reception of benefits
by all citizens, while there exists differentiation con-
cerning the degree of public strains and benefits depend-
ing on the households’ financial possibilities. The capi-
tal-redistribution function of the financial system is a
crucial element of the universal policy. In this approach
the housing policy uses the instruments of regulation
and support in relation to the entire housing market, cre-
ating the so-called vast area of influence [Bengtsson
2001, 2004]. In the universal model the state aims at
providing housing to every citizen, regardless of their
income. As a result, additional demand for social hous-
ing is created, which supplements the housing market.
Significant changes in the conditions of functioning of
the housing market occur in this model, including dwell-
ing prices and rent rates. The replacement value and not
the market value becomes a priority investment crite-
rion. On the other hand, the security of renting dwellings
increases, which cannot be guaranteed by the private
sector. The universal model has been predominant in
Denmark and the Netherlands, and it has occurred also
in Sweden [EKES 2013a, pp. 54-56] .

In Denmark, the universal conception is deeply
rooted in the model of a welfare state. The notion of dis-
advantaged, weak and excluded groups or persons is not

limited by a given level of income. The aim is to ensure
affordable and available dwellings to persons who need
them. A traditional real estate market is enriched thanks
to lifting legal social obligations and ensuring social
equality and diversification in terms of ethnic origin,
sex, income, age, disability or mental and physical
needs. The pricing policy is regulated and based on ac-
tual costs, which eliminates the possibility of excessive
compensation [EKES 2013a, p. 56].

The European Commission is against the function-
ing of the universal model in the housing sphere due to
the lack of concentration on a specific social demand.
According to the European Commission, it does not re-
flect the EU definition of a service provided in general
economic interest in connection with housing. The ob-
jects at issue are the principles of financing private en-
terprises operating within social housing construction.
The basis for the objection against the universal model
is the European Commission Decision of 2005 on the
application of Article 86(2) of the EC Treaty? to State
aid in the form of public service compensation granted
to certain undertakings entrusted with the operation of
services of general economic interest’. A necessity to
control the compensation granted to private entrepre-
neurs was introduced with reference to social housing.
Furthermore, the member states were obliged to prepare
detailed reports within a three-year-time period which
would become the basis for the assessment by the Euro-
pean Commission*. The Directorate-General for Com-
petition launched explanatory procedures concerning
the conformity of the state’s support given in the Nether-
lands and Sweden with the laws and principles of the
uniform market. The case of the Netherlands concerned
the definition of social construction, which — according
to the EU institution — encompassed an excessive num-
ber of persons, some of whom did not belong to sensi-

! Sweden opted out from providing a clear specification of the service provided in general economic interest with respect

to social housing.

2 The Treaty of Amsterdam, which was signed on 2 October 1997 and came into force on 1 May 1999, introduced changes

and new numeration of the articles contained in the Treaty on the European Community and the Treaty on the European Union.
It also contains attached, consolidated versions of the Treaty on the European Union and the Treaty establishing the European
Community. In accordance with Article 86 (2), “Undertakings entrusted with the operation of services of general economic
interest or having the character of a revenue-producing monopoly shall be subject to the rules contained in this Treaty, in
particular to the rules on competition, insofar as the application of such rules does not obstruct the performance, in law or in
fact, of the particular tasks assigned to them. The development of trade must not be affected to such an extent as would be
contrary to the interests of the Community.”

3 Under Article 5 of Commission Decision of 28 November 2005 on the application of Article 86(2) of the EC Treaty
to State aid in the form of public service compensation granted to certain undertakings entrusted with the operation of
services of general economic interest (notified under document number C(2005) 2673) “The amount of compensation shall
not exceed what is necessary to cover the costs incurred in discharging the public service obligations, taking into account the
relevant receipts and a reasonable profit on any own capital necessary for discharging those obligations. The compensation
must be actually used for the operation of the service of general economic interest concerned, without prejudice to the under-
taking’s ability to enjoy a reasonable profit.”

4 The Member States conduct regular inspections or commission such inspections in the sector of social housing in order
to ensure that a given undertaking does not take compensation exceeding the amount specified under Article 5. Each compen-
sation surplus up to 20% of the annual compensation may be transferred to the following accounting period, on condition that a
given undertaking runs its activities solely within the scope of services provided in general economic interest. The results of the
assessment of the influence are submitted to the European Parliament, European Committee of the Regions, European Economic
and Social Committee and the member. Source: Commission Decision of 28 November 2005 on the application of Article
86(2) of the EC Treaty.
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tive groups. It was postulated that the Dutch social con-
struction organisations should sell the housing stock in
order to suit EU regulations. The case of Sweden re-
garded the conformity with the law of the support given
by the local authorities to the entities which provided
services within the scope of social housing in which the
authorities acted as shareholders [Cecodhas 2007].

In the general variant of the selective model the
beneficiaries of the state’s support in the housing sphere
are the persons who have found themselves in a difficult
economic situation or those who have been excluded
(alike the residual model discussed further in this work),
as well as the persons with a meagre income and diffi-
cult access to adequate housing due to their uncertain
income. The access to housing is most frequently condi-
tioned by the level of income and the composition of the
household. Rents are regulated and remain affordable.
This conception has in most cases a limited influence on
the general level of supply of dwellings and on their
prices, and it does not cause any conflicts with the pri-
vate real estate market, since the profits remain very lim-
ited. This conception encompasses wider categories of
people and complies with the community requirements
with respect to concentrating on social demand. It is ap-
plied in the following countries: Germany, Austria, Bel-
gium, Spain (access to ownership), France, Finland, It-
aly, Luxemburg, Poland, the Czech Republic and Slove-
nia [Cf. EESK 2013, pp. 54-56].

In the residual variant of the selective model the
social housing subsidised by the public authorities is re-
served to the persons in a difficult economic situation or
those who have been excluded, and clearly defined as
such. In the case of such housing, there are very rigorous
principles of allocation used. The rent is almost entirely
paid through the system of social assistance. This con-
ception does not create any competition to the private
real estate sector and is fully compatible with the EU
definition of a service provided in general economic in-
terest with respect to social housing, formulated in the
European Commission Decision of 20 December 2011
renewing the exemption from the prior notification ob-
ligation to report the compensation for the costs of pub-
lic services as regards making social housing available
to the “disadvantaged or those who are in a worse social
situation, without adequate means, in order to obtain
housing on market principles”. This category includes:
Bulgaria, Cyprus, Estonia, Hungary, Ireland, Lithuania,
Latvia, Malta, Portugal, Romania, the United Kingdom,
Slovenia and — partly — Spain (social rental sector) [Cf.
EKES 2013, pp. 54-56].

In brief, there are two models of social housing pol-
icy in the European Union member states — the universal

model and the selective model. The activities of the Eu-
ropean Commission aim at gradual elimination of the
universal model in favour of the selective model. As a
result, the fight against energy poverty in the social
housing stock will concentrate either on sensitive groups
or on households with low income or no income at all.

5. The issue of Energy poverty in the back-
ground of other housing problems

All member states except for Greece have their
own social housing stock, yet the size of the stock varies
to a large extent both among the countries (e.g. the coun-
tries of the “old” and “new” European Union, i.e. EU-
15 and EU-13), and inside these countries (i.e. urban
versus rural areas, city centres versus outskirts). Accord-
ing to the Eurostat data at the end of 2013, an average of
11% of the Europeans lived in the housing stock for rent,
with non-market rent. In Poland, this number amounted
to 12%, which is slightly higher than the average in the
Community.

The main aim in the area of housing for the major-
ity of public authorities of the EU member states is to
provide the inhabitants with common access to decent
(with a minimum standard), affordable housing and the
activities for the rationalisation of the costs housing
maintenance. Despite varied activities of the member
states, 5.2% of Europeans (according to the Eurostat
data at the end of 2013) faced a threat of serious housing
deprivation, i.e. they lived in overpopulated dwellings'
with at least one of the following problems: a lack of
toilet or bathroom, leaky roof or lack of adequate light-
ing. According to the Eurostat data, 17.4% of Europeans
lived in overpopulated dwellings, whereas 11% of
households spent at least 40% of their equivalent dispos-
able income on housing needs. Housing deprivation,
including the issue of overpopulated dwellings in-
habited by persons facing poverty, constitutes the
main challenge for the social housing policy. High
housing deprivation, including a high overpopulation ra-
tio, reduces young people’s chances to get suitable edu-
cation, which consequently may be a limitation in find-
ing proper employment.

Participation of housing expenditures’ in the
households’ disposable income amounted to an average
of 22% in the European Union member states. On the
other hand, the proportion of persons whose housing ex-
penditures exceeded 40% of the equivalent disposable
income averaged 11%. In Poland the results in this area
ran at the level of the EU average (22.7% and 10.3%

! The overpopulation ratio means a failure to meet whichever of the following criteria: one room per household, one room
per every adult, one room per two children of the same sex aged 12-17, one room per every child between 12 and 17 — different
sexes, one room per a couple of children aged below 12 years old.

2 Housing expenditures refer to monthly costs of housing maintenance. They include payments for utility bills, including
the cost of water and sewage, electricity, gas and heating, mortgage interest, insurance, repair and renovation fund, fees for the
real estate administration, rent — in the case of lessees, real estate taxes.
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Fig. 1. Serious housing deprivation in European Union member states in 2013

Source: based on the European research on living conditions, EU-SILC, Eurostat [ilc_mdho0O6a].
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B Percentage of persons whose housing expenditures exceeded 40% of the equivalent disposable income in 2013

Fig. 2. Housing expenditures in the European Union member states in 2013

Source: based on the European research on living conditions, EU-SILC, Eurostat, EU-SILC, Eurostat, [ilc_mded01,

ilc_Ivho07a].

respectively). It shall be mentioned at this point that one-
third of the inhabitants of Greece, almost one-fifth of the
Dutch citizens and one-sixth of the inhabitants of Ger-
many, Romania and the Netherlands spent over 40% of
their equivalent disposable income.In the light of the
above housing problems, the EU member states may be
divided into a few groups characterised by the scale of
occurrence of serious housing deprivations and high
costs of housing maintenance (Cf. fig. 3). Two housing
issues occur simultaneously in such countries as: Roma-
nia, Hungary, Latvia, Poland and Greece, i.e. in the
countries with relatively (compared to the EU-28 aver-
age) lower economic development, especially in the
countries which have undergone the political and eco-
nomic transformation. Excessive housing expenditures,
with a relatively good condition of the housing stock ap-
pear in particular in Denmark, Germany and the Nether-
lands, thus in the countries with a high level of economic
development.

In the light of the above presented housing prob-
lems, there occurs an additional phenomenon of en-
ergy poverty. Among the main, direct factors shaping
this phenomenon, there are: the amount of energy con-

sumption by households and the types of energy used,
the level of energy efficiency of households (in relation
to energy efticiency of occupied buildings, energy con-
sumption of the appliances used as well as consumers’
behaviour), the level of the household’s income and the
level of energy prices. The factors which influence the
level of energy poverty indirectly include among all: 1)
the size and structure of a household, which shape spe-
cific energy needs, 2) the legal title to the real estate,
conditioning the scope of decisions taken in order to im-
prove energy efficiency and 3) the type of the heating
system and possibilities to substitute the sources of en-
ergy in order to lower the costs of fuel.

Nowadays, both in social sciences and in economic
practice, there is no complex and universal index allow-
ing for monitoring the level of energy poverty. The most
frequently used evaluation, due to the lack of other
measures, is an answer to the question concerning the
occurrence of hardships with maintaining an adequate
level of heating in the place of residence, asked to
households under the EU-SILC research survey con-
ducted by the Eurostat. It seems, however, that for the
purpose of making international comparisons, these

28
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estimates should be complemented at least with the data
reflecting the differences in energy-related strains (both
electricity and heating) on the households’ budgets.
Consequently, energy poverty is reflected in the follow-
ing part of this work as an index which contains infor-

24

mation concerning: 1) hardships with maintaining ade-
quate temperature in a dwelling, 2) the occurrence of de-
lays in housing payments, 3) the participation of the
costs of housing maintenance in households’ budgets
[Cf. Healy 2004, Bouzarovski 2011].
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Percentage of persons whose housing expenditures ex-
ceeded 40% of the equivalent disposable income in 2013
Fig. 3. Relation between excessive expenditures and serious housing deprivation
in the EU member states in 2013

Explanations: two bold lines mean a median of assumed indexes for the EU-28 member states.
Source: based on the European research on living conditions, EU-SILC, Eurostat.

Based on the analysis conducted by the authors, it
may be concluded that among the EU member states that
highest level of energy poverty is found in the econo-
mies of Greece and Bulgaria (Cf. fig. 4). The values of
all the features under analysis place these economies in
the forefront of the EU. The problem with maintaining
a comfortable temperature in dwellings in Bulgaria and
Greece was present in 45% and 30% of the population
of these countries respectively. Interestingly, the major-
ity of countries with energy poverty above the average
are the countries of southern Europe, situated on the Bal-
kans and in the Mediterranean Sea basin as well as the
countries of central and eastern Europe. This phenome-
non may be explained by the differences in the degree
of energy efficiency of residential buildings (including
adequate thermal insulation), the level of wealth and
ecological awareness of the society (Cf. fig. 5). This in-
terrelation makes us maintain the conclusion that in
spite of aiming the energy policy at the growth in the
efficiency of energy consumption, alongside a growing
level of prosperity, there occurs a quantitative increase
in the consumption of energy by households.

For the majority of the EU member states, a pre-
vailing carrier of energy in households in 2013 was nat-
ural gas, which covered 37.4% of the entire consump-
tion of energy in households in the EU-28 group.

The above-presented set of conditions leads to a
conclusion that although the households which are poor
in economic categories are also stricken by energy pov-
erty, the two categories of poverty may not necessarily
appear simultaneously. In fact, there might occur a situ-
ation in which a household whose income exceeds the
poverty income criterion is located in a building with
low energy efficiency or uses devices with high energy
consumption. As a result, the level of energy-related ex-
penditures connected with housing maintenance in-
creases above the average values. Another example may
be a household which earns an average income, residing
in an energy efficient building in which consumers be-
haviours lead to improper (excessive) consumption of
energy.

The identification of the main reasons for the oc-
currence of energy poverty is essential to create solu-
tions which would diminish the scale and scope of the
phenomenon. In the case of households which are poor
in the categories of income and energy, reducing eco-
nomic poverty is a necessary condition in order to de-
crease energy poverty. If, however, energy poverty
strikes households with an average income, yet belong-
ing to sensitive groups, the role, character, scope and ef-
ficiency of the state’s intervention changes.
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Fig. 4. Level of energy poverty

Source: based on the European research on living
ilc_mdes01, ilc_ mdhoO1].

in the EU member states in 2013
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Fig. 5. Final energy consumption in households in the EU member states in 2013 per capita
Source: based on the Eurostat data, [t2020 rk200].
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Fig. 6. Structure of the sources of energy used in households in EU member states

Source: based on the Eurostat data, [t2020 rk210].

6. Suggestions for combating energy poverty
within the social housing policy

Taking into consideration the factors which shape
energy poverty, three directions of actions aiming at di-
minishing the scope of this phenomenon may be deter-
mined [Cf. Weglarz, Kubalski, Owczarek 2014]. The
first group of solutions encompasses technical actions,
directed primarily at modernising and improving energy
efficiency. These solutions include among all thermo-
modernisation of residential buildings, modernisation of
heating installations and systems, replacement of energy

consuming devices. The second group of solutions is
composed of economic instruments, among which there
are instruments of direct support of income, instruments
supporting investments in energy efficient solutions and
instruments of securing claims. The third group is made
up of the solutions which aim at educating and shaping
consumer models, among all improving the knowledge
in the area of an efficient use of energy or abilities to
choose, modernisation and attendance of energy effi-
cient devices. An important element in this group of so-
lutions is monitoring the level of energy poverty.

30

Exonomiunuii Bicauk Jlonbacy Ne 4(42), 2015



P. Lis, J. Mazurkiewicz

Taking into account the shape of the social housing
stock and social housing construction, it may be high-
lighted that the instruments applied will be more selec-
tive than universal in their character. They will be di-
rected at low-income households or sensitive groups. It
serves more as an advantage of the solutions rather than
a drawback. It has been postulated that in the case of the
instruments directed at low-income or no-income
households, the state’s activity should be channelled to
institutional support: gminas, non-profit organisations
or investors participating in social undertakings. An im-
portant group of instruments will include the activities
which are more technical in their character. As regards
the group of sensitive households, with an average in-
come, the state’s instruments may be targeted directly at
these households, yet based on the principle of their par-
ticipation (also financial) in improving energy effi-
ciency and reducing energy poverty. An important role
in this target group may be played by the economic in-
struments.

7. Summary

The social housing stock and social housing con-
struction may constitute one of the areas for combating
energy poverty in the European Union member states.
Including the activities within this scope into the hous-
ing sphere requires taking into consideration the condi-
tions for conducting the social housing policy. One has
to bear in mind, however, that the housing problems in
the countries of the Community have a twofold charac-
ter: first, there is serious housing deprivation, and sec-
ond, there are excessive costs of housing maintenance.
These issues concern to a large extent the countries
which have undergone economic and political transfor-
mations, and are becoming more and more troublesome
for the countries of the so-called western Europe, espe-
cially in the area of housing expenditures. Supporting
the housing sphere with structural funds from the Euro-
pean Union in the years 2014 — 2020 thus seems fully
justified, especially with respect to thermomodernisa-
tion and promoting renewable sources of energy and in-
tegrated activities concerning the fight against energy
poverty.

The instruments of the state’s policy directed at
combating energy poverty within the social housing
stock and housing construction will be targeted at
households with low income or no income at all as well
as sensitive groups with an average income. As regards
the instruments directed at the former group of house-
holds, the priority is given to technical activities. In the
case of the latter group, of key importance here are the
economic instruments whose role is to support the real-
isation of energy investments together with financial re-
sources coming from this group of households.
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Jluc II., Ma3ypkeBuu I. IlocusieHHsi eHepre-
THYHOI CKJ1a10BOI B 100yTOBili cepi

ABTopH wi€l myOiKamii BKa3yoTh, M0 B JPYyroMy
nmecatrmiTTi XXI cromitra iHcTUTYTH €C HAaIliJIeHI Ha
€HEepreTUYHY IOJIITUKY B TOOYTI 1 11 BIUTMB Ha 3aralib-
Hui kmiMar. [loka3aHa BHUNpaBAAaHICTh TPOMAIACHKOI
MiATPUMKH 1HBECTHIIIN B €KOHOMIIO €HEprii B TOOYTI SIK
crpoba HEWTpami3yBaTH 3MiHHM KIIIMaTy, CKOPOTHUTH
O1IHICTH cepell CiMeid 3 HU3bKUM PiBHEM JO0XOAY i, 00
MPOCYBATHU MICIIEBi pO0OOUi MiCIIS i EKOHOMIYHUI pO3BH-
TOK B LIl 00JacTi. €1uHa noniTHKa €BPOCOIO3y aKTHB-
HO CTIpUSIE€ 3MIITHCHHIO HOTO IMHAMIKH 1 TapaHTye e(heKT
Ba)KeJISL, SIKUHA Y CBOIO UEPTy MPH3BOAUTUME 10 BUKOPH-
CTaHHS IHIIHMX, JOJATKOBHX JDKepen (hiHAHCYBaHHS.
BinmoBimgHO 10 AMpEKTUB €BPOKOMICIT, )KHUTIO0BA chepa
Oyma kBami(ikoBaHa, SK Taka IO MiJJIATAE MiATPUMII
BiJl CTPYKTYpHUX (DOH/IIB B HOBIiil (piHAHCOBIH MEepcIeK-
tuBi 70 2020 p., 0COOIUBO B TepMiHAX TEPMOMOJICPHI-
3amii 1 MPOCYBaHHS MOHOBIIOBAHUX JDKEPEN CHEPTii.
AJe BiH JJOKH He 00'€JHAB Jii, 1110 HAIUTIOIOTH PO3BUTOK
MicCT Ha 60pOTHOY 32 EKOHOMIIO EHEpPTropecypciB, 3a0e3-
MIeYeHHs JOCTYIY JI0 JKUTIIa MapTriHalIi30BaHNM CYyCIIi-
JMBCTBaM 1 TPOMO3UINIO COMIATBHUX MOCIYT BHCOKOI
SIKOCTI.

Kniouosi crosa: conianbHe KUTIOBE Oy IIBHUAIITBO,
O1IHICTh, EHEpris, KIIiMaT.

JIuc II., Ma3zypkesuu W. Ycuienune 3HepreTu-
4ecKoii cocTaBisonieii B ObITOBOI cepe

ABTOpBI 3TOW MyOJMKAIMK YKa3bIBalOT, YTO BO
BTopoM pecsitminetun XXI cronerust mactutrytel EC
HaIleJIEHbl Ha SHEPreTUYECKYIO MOJIUTUKY B OBITY U €€
BIIMSIHUE Ha 00Iuil kimMar. [lokazaHa onpaBIaHHOCTh
0OIIECTBEHHOW TOIEP’)KKA MHBECTUIMA B SKOHOMUIO
SHEPTUH B OBITY KaK IONBITKA HEUTPATN30BaTh U3MEHE-
HUS KJIMMaTa, COKPaTUTh O€HOCTh Cpeu CeMei C HU3-
KHM ypPOBHEM JIOXOZA U, YTOOBI IPOJBUTaTh MECTHBIC
paboune MecTa M SKOHOMHUYIECKOE Pa3BUTHE B JAHHOU
obnactu. Enunas nonutuka EBpocoro3a akTHBHO Co-
JCHCTBYET YKPEIUICHUIO €ro JUHAMHUKA W TapaHTUPYET
a¢ ek prryara, KOTOpPhI OyET B CBOIO OYepe/lb MPH-
BOJUTH K HCIIONB30BAHUIO JPYTUX, IOMOJTHUTEIHHBIX
HCTOYHUKOB (hMHAHCHpOBaHUs. B cooTBeTCTBHU C 1H-
pekTuBaMu EBpokoMuccuu, xkwimiiHas cdepa ObLia
KBaH(UIIpOBaHa, KaK HOAJIESKAIas MOIIEP)KKE OT
CTPYKTYPHBIX (DOHIOB B HOBOW (PMHAHCOBOU IMEpCIeK-
tuBe 110 2020 1., 0COOEHHO B TEPMUHAX TEPMOMOIECPHH-
3allid U MPOJBMKEHUS BO30OHOBISEMBIX MCTOUHHUKOB
sHeprun. Ho oH moka He 00be IMHIIT ISHCTBYS, HALICITH-
BaOIIME Pa3BUTHE TOPOJOB Ha OOpHOY 32 AKOHOMUIO
JHEPropecypcoB, 0OecIeUeHne JOCTya K KHUIbI0 Map-
TUHAJTU3UPOBAHHBIM O0OIIECTBAM U MPEJIOKEHUE COLIH-
QJIBHBIX YCIIYT BBICOKOTO Ka4eCcTBa.

Kniouegvie crosa: conuanbHOE KUIUIIHOE CTPOU-
TEJIbCTBO, O€AHOCTb, SHEPTUS, KIIUMAT.

Lis P., Mazurkiewicz J. Combating Energy Pov-
erty in the Social Housing Stock

The authors of this publication indicate that in the
second decade of the 21st century European Union in-
stitutions have been aiming at encompassing social
housing construction into a common climate and energy
policy. It has been shown that the justification of public
support for energy investments in the social housing
stock is an attempt to counteract climate changes, reduce
energy poverty among low-income households as well
as to promote local workplaces and economic develop-
ment in a given area. The cohesion policy of the Euro-
pean Union may actively contribute to strengthening its
dynamics and ensure a leverage effect which in turn will
lead to the use of other, additional sources of finance. In
accordance with the guidelines of the European Com-
mission, the housing stock has been qualified to be sub-
ject to support from structural funds in the new financial
perspective until 2020, especially in terms of thermo-
modernisation and promotion of renewable sources of
energy, integrated actions aiming at developing urban
areas and combating exclusion by providing access to
dwellings to marginalised communities and offering
high quality, affordable social services.

Keywords: social housing construction, energy
poverty.
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THE FACTORS OF ECONOMIC MECHANISM FOR RECOVERY
THE DOMESTIC MARKET OF DONBAS

Problem Statement. The discussions about cur-
rent state and future of Donbas on the backdrop of the
military confrontation in the Ukrainian society ex-
pressed different and sometimes contradictory, opin-
ions. Along with understanding the need for a subse-
quent resumption of the effective functioning of the
Donbas sound and appeals for a complete economic
blockade of Ukraine uncontrolled part of it. In this opin-
ion often manifested the military-political aspects of the
problem, while the economic impact of such a move se-
riously not taken into account. It does not take into ac-
count the role previously played, and again, after the res-
olution of the conflict, will play Donbas, which earlier
formed 25% of the export potential of the country.

Against the background of the controversy about
the benefits and problems associated with the beginning
of 2016 a free trade regime with the European Union
(EU), out of sight remain questions about the status of
the domestic market of Ukraine, in particular, its devel-
opment with the involvement of European investments.
And above all — investments in enterprises of Donbas,
which, after the resolution of the military-political crisis,
on the background of mass unemployment and an end-
ing of the traditional investment from the Russian Fed-
eration, will be the most attractive targets for cheap in-
vestments. Obviously, it will need to run an effective
economic mechanism of recovery of the domestic mar-
ket of Donbas, which factors are discussed in this article.

Analysis of Researches and Publications.
Sources of different relationships to the Donbas, includ-
ing the requirement of its economic blockade, most fully
revealed in his latest works V.P. Gorbulin [1]. Unfortu-
nately, the position of the blockade maintains a certain
part of the Ukrainian political class, in particular, the
leadership of the Lugansk regional military and civil ad-
ministration [2]. In [1] carefully analyzed the economic
losses of Ukrainian from the blockade of Donbas. How-
ever, the lack of a unified state policy in this matter puts
the companies in occupied area of Donbas, which oper-
ate in the legislative field of Ukraine, in difficult condi-
tions. So, of the 25 largest enterprises in the Luhansk
region 17 are located in the occupied territory, which
creates difficulties with the organization of production
and sales of products, transfer taxes. Despite this, the
contributions of these enterprises to the budget of
Ukraine at the end of 2015, only in the Luhansk region,
will be about 1 billion dollars US. And the loss of these
enterprises in the case of the blockade would lead to a

loss of consumer market of the region in a volume of
about 20 billion dollars US per annum [2].

In the current situation of Donbas is a clear the
need to shape the future economic mechanism of recov-
ery its domestic market on the basis of the country's
overall development strategy, some provisions of which
are being developed by A. Galchinskiy and V. Geets [3],
Y. Zhalilo [4], E. Labinskaya [5]. They note that the
strategic goals of the country's economy cannot be
achieved without serious foreign investment, the
sources of which will expand as Ukraine will move into
EU structures. Determined that the priority areas to at-
tract and support strategic investors may be those in
which Ukraine has the necessary resource potential and
forms a significant market need in the relevant product.
It is noted that the highest investment attractiveness has
export industry [6], the biggest sectors of which are the
most developed precisely in Donbas. At the same time
are considered the risks to invest in domestic enter-
prises. Determined that investors in most cases dis-
missed what would take on all the risks [7]. It requires
the study of the economic factors, management that
could ensure effective investment in enterprise of Don-
bas in order to restore its domestic market.

The objective of the article — the consideration the
factors of economic mechanism for recovery of the in-
ternal market of Donbas.

Presentation of the Main Material. The starting
point of the assessment of the internal market of Donbas
is the comparison of its performance for the European
Union, Ukraine and the Donbas as part of it. Consider
such factors as:

gross domestic product (GDP) per capita, thousand
dollars;

the share of wages in production costs — ShW, %;

domestic market share in total volume of the sales —
ShDM, %;

the share of small business in GDP of the country
and the region — ShSB, %;

the tax burden on labor.

If the gross domestic product (GDP) per capita in
the most EU countries ranges from 14 to 30 thousand
dollars, in Ukraine this figure with the current rate of the
national currency in all forms of the definition will be in
the range of 2-3 thousand dollars. In Donbas is expected
much lower value of this indicator because of the huge
number of unemployed.
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The share of wages in the cost structure of produc-
tion in Ukraine is 6-10 percent, whereas in many Euro-
pean countries — at least 40, and at the same time wage
level in Ukraine is also much lower than in the EU [8].
In the structure of sales in Ukraine only 20% of domes-
tic market share, while in the world practice, the ratio is
the opposite meaning [9], in Poland, for example, the
internal market covers about 60% of sales [10]. The
share of the population employed in small and medium
business in Ukraine in general up to 30% (including the
informal sector), the same level of performance to be
expected in the Donbas, as during the occupation of this
kind of employment remained the only option for the
population is there. In Europe, small and medium-sized
enterprises employing more than 50%, in the US —up

to 90% of the population [11]. In Poland, for example,
small and medium enterprises produced 48,4% of GDP
[10].

At relatively low wages in Ukraine total tax burden
before 2016 amounted to 69% of payroll. It is the largest
tax burden on wages in Europe, where in most countries
it is between 35 and 50% [12]. However, by reducing
the rate of the single social contribution in accordance
with the tax legislation in 2016 should expect a signifi-
cant reduction in the tax burden on wages in Ukraine.

Let the tax burden beyond further consideration,
because of the legislative nature of its formation and,
most likely, unchanged for a certain period, and remain
other four considered indicators in a comparable form of
the diagram in Fig. 1.

A
ShDM, ShSB,
% %
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0/ 80 EU EU
GDP, EU
th. doll. 50 50
30 40 I I
cu 50 — 30 I
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Fig. 1. A comparison of the socio-economic indicators of countries
Of European Union (EU), Ukraine and the Donbas

It is obvious certain correlation between consid-
ered rates. Higher levels of any of them correspond to
larger values of others. The indicator for the European
Union is higher than for Ukraine in general, and for
Donbas, including. The arrows in Fig. 1 show the re-
quired direction of changing the values of economic in-
dicators for Ukraine and the Donbas, but the questions
arises: how to run a mechanism for increasing the values
of these indicators, with some indicators should begin as
prevent inflationary process?

Obviously, the start-up of the domestic market re-
quires a systematic effect on the shift on values in Fig.
1 in side of the bands specific to the EU. Is it possible to
improve the existing structure of strong performance by
anyone of the main chains? It is clear that a small share

of wages in the cost of production in Ukraine is due to
low wages that determines the generally low income
levels, and this in turn is reflected in the low share of the
domestic market. The average salary in Ukraine is about
4000 UAH, but this figure is calculated taking into ac-
count the very high (up to 100 thousand UAH) salary of
senior executives of enterprises, banks and other organ-
izations that share in the number of workers is insignif-
icant. Therefore, the "median" salary, that is the salary
of the average Ukrainian, about 30% lower. Namely, the
median wage determines solvency of the population in
the domestic market, in particular — respect to domestic
products, while paying of segment of the population
with the biggest income designed for the purchase of im-
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ported luxury items, expensive cars, foreign real estate,
and so on.

However, we cannot get a definite answer to the
question: low wages in Ukraine — it is a consequence or
a cause of the weak domestic market? It is understood
that the mechanical increase in wages without an in-
crease in sales volumes in the domestic market — a direct
path to inflation. On the other hand, increasing the vol-
ume of sales on the domestic market is impossible with-
out major investments in companies, whose products are
not intended for export, but for internal consumption.
Unfortunately, the benefits of the Association of
Ukraine with the EU by the new investment opportuni-
ties of the European capital in the development of the
domestic market of Ukraine, still remains out of focus.

About the role that EU could play in this direction
can be seen on the example of Eastern European coun-
tries. For example, Slovakia, which had earlier approxi-
mately equal to Ukraine its socio-economic indicators,
after spending several years in the EU as a result of the
extensive investment program increased its GDP per
capita up to 23 thousand dollars. Also, Poland, which

had a much worse initial conditions than Ukraine, be-
coming in 2004 a full member of the European Union,
through the German investment became sixth econom-
ics in the European Union (EU) [10]. Similar processes
are common to other Eastern European countries in-
cluded in the EU, so we can expect decisive for Ukraine
could become a serious investment from Europe to the
development of the domestic market of Ukraine, and es-
pecially the Donbas.

The fact of last massive investment of Russian cap-
ital into Donbas is a testament to its high investment at-
tractiveness. Thus, the first and largest facility of Rus-
sian investment in the Luhansk region was Lisichansk
refinery. In 2010-2011, under the control of Russian
business moved Alchevsk Metallurgical Plant, a Rus-
sian company then bought Luhansk locomotive Plant,
major Russian capital invested in Stakhanov Wagon
Works and other businesses. Termination of Russian in-
vestment prepares the base for the arrival of investment
from the EU.

It becomes evident next shown in Fig. 2 chain of
factors of recovery the internal Donbas market.

EU investments in economy
of Donbas

Increase in supply
for export

1

In the domestic
market

In export
enterprises

In the creation
of new businesses

An increase
of the share of wages
in production costs

In the growth
of employment in
small business

I

Incomes growth

The increase in
production

|

|

The increase in domestic
consumption C

N

The increase in supply in
the domestic market P

7

C

The condition of the mechanism:

P

Fig. 2. The chain of the factors of economic mechanism of recovery the internal market of Donbas
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The central point of this mechanism is additional
investment in the economy of Donbas aimed to increase
wages in the sphere of production of domestic consump-
tion.

That would increase of purchasing power of the
population did not stimulate growth in consumer prices,
it is necessary to control a proportional growth of wage
in the production of items of domestic consumption and
the growth of share of the domestic market in total sales.
This would support a dynamic balance between the
growth of purchasing power in the domestic market C
and additional products in this same market P, i. e.
C=P.

The launch of this mechanism requires the con-
certed action of a legislative nature, governmental deci-
sions and decisive action with regard to the business in-
crease hourly rates of wages, salaries, additional pay-
ments from profits on the background of falling tax bur-
den on labor, the introduction of a progressive scale of
taxation of high incomes.

Conclusion. Non-inflationary economic mecha-
nism of recovery the internal market of Donbas should
be based on attracting foreign investment in additional
production volume in the domestic market, balanced
with an increase in purchasing power of population of
region.
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Oacy, sk ii yactuau. [Toka3zaHo, MO MiJBUIIEHHS PIBHS
OTUIATH TPalli, YACTKH 3apOOITHOI IJIaTH B cOOIBApTOCTI
MPOAYKIIii, YaCTUHH BHYTPIIIHROTO PUHKY B 3arajb-
HOMY 00Cs131 POJIaXKiB, pO3BUTOK MaJioro Oi3Hecy B YK-
paini Ta Jlonbaci MOKIIMBI TUTbKA Ha OCHOBI 3HAYHUX
€BPOIEHCHKIX 1HBECTHIIIH, ajie HE TUTBKH B €KCIIOPTHI
MiATPUEMCTBA, aJie i B PO3BUTOK BHYTPILTHBOTO PHHKY
JUIS BUPOOHHUIITBA TPOAYKIT BHYTPIIIHBOTO CIIOXH-
BaHHs1. Lle HemMuHydYe Mae cTaTi (HaKTOPOM MOCTYIIANb-
HOTO IMiABUIIICHHS 3apOOITHOT TUIATH Ta IHIIUX JOXOIB
rpoMaasH. LleHTpamTbHIM MOMEHTOM 3aIlyCKy IaHOTO
MeXaHi3My, [0 BUKIIOYae iHQIALIHHI ponecy, € 3a-
Oe3rneueHHs] JUHAMIYHOI PIBHOBAarM MiX 00CSroM J0-
JTATKOBOI MPOJTYKIIii, 1110 HAJIXOUTh Ha BHYTPIIHIH pH-
HOK, 1 3pOCTaHHsM OIUTATH Tpalli y cepi BUpOOHHIITBA
MPOAYKIIii BHYTPIIIHEOTO CIIOKUBAHHS.

Knouosi crnosa: Jlonbac, Ykpaina, €BponeiicbKuii
Co103, eKOHOMIYHUI MeXaHi3M, YUHHUK, PiBEHb OTUIATH
mpari, 9acTka 3apo0iTHOI IUIaTH B COOIBAPTOCTI MPO-
IIyKIIii, 4aCcTKa BHYTPILTHHOT'O PUHKY, 3aHHATICTh y Ma-
oMy Oi3Heci, IHBECTHIIil, BHYTpIIIHI PUHOK, 0OCST
MPOTIO3UIIi{, 0OCST CIIOKHBAHHSL.
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KonocoB A. H. ®aKkTopbl 3KOHOMHYECKOI0 Me-
XaHM3Ma BOCCTAHOBJIEHHUS] BHYTPEHHEr0 pbIHKA
Jonbacca

IIpuBoauTCA CpaBHUTEIHHBIN aHAIN3 SKOHOMUYE-
ckux nokasarenei EBponeiickoro Coro3a, YKpauHsl 1
JlonOacca, kak e¢ yacTu. Iloka3aHo, 4TO IMOBBILICHUE
YPOBHS OIUIATHI TPYAQ, 10JIM 3apab0THOH 1aThl B cebe-
CTOMMOCTH TPOAYKLHUH, YaCTH BHYTPEHHEro phIHKa B
obmmemM o0beMe TPOJIaXK, pa3BUTHE MAJOro OM3HEca B
VYkpaune u JloHOacce BO3MOXHBI TOJIILKO Ha OCHOBE
3HAYUTENbHBIX EBPONEHCKUX WHBECTHULMHA, HO HE
TOJIBKO B OKCIIOPTHBIE IPEANIPHUATHS, HO U B Pa3BUTHE
BHYTPEHHETO pbIHKA MAJIs MPOU3BOJACTBA NPOLYKLIUU
BHYTPEHHETO MOTpeOsieHUs. DTO HEU30EKHO IOJIKHO
cTaTh (PaKTOPOM IMOCTYMATEIHHOTO MOBBIIICHUS 3apa-
OOTHOM TUIATHI ¥ IPYTHX JIOXOJOB TpakaaH. LleHTpaib-
HbIM MOMEHTOM 3allycKa JJaHHOTO MEXaHHM3Ma, UCKII0-
YafoIIero HHIIAIUOHHEIC MTPOIIECCHI, SBIETCS 00ece-
YCHHE IMHAMHYECKOTO PAaBHOBECHS MEXIy 00bEeMOM
MOCTYMAOLIEH HAa BHYTPEHHUH PBHIHOK JOTOJIHUTENb-
HOU MPOIYKIIMU ¥ BO3PACTAHUEM OILIATHI TPyAa B chepe
MIPOHM3BOACTBA MPOAYKIINY BHYTPEHHETO [TOTPEOICHHUS.

Kniouesvie cnosa: Jlonbacc, Ykpauna, EBporneii-
ckuii Coro3, SJKOHOMUYECKUI MeXaHU3M, (aKTop, ypo-
BEHb OIUIATHlI TPYAA, JOJS 3apabOTHOM IaThl B cebde-
CTOMMOCTH MPOLYKLMH, 1011 BHYTPEHHETO PbIHKA, 3a-
HATOCTh B MaJIOM OM3HECE, WHBECTHULINU, BHYTPEHHUI
PBIHOK, 00beM NpeANioxKeHHs, 00beM NOTpeOIeHuUs.

Kolosov A. M. The Factors of Economic Me-
chanism for Recovery the Domestic Market of Don-
bas

The comparative analysis of the economic indica-
tors of the European Union, Ukraine and the Donbas as
part of it. It is shown that an increase in the level of
wages, the wage share in the cost of production, the
share of the domestic market in total sales, small busi-
ness development in Ukraine and Donbas are possible
only on the basis of significant European investment,
but not only in the export enterprises, but also in the de-
velopment of the internal market for the production of
domestic consumption. It must inevitably be a factor in
the progressive increase in wages and other incomes.
The central point of the launch of this mechanism, ex-
cluding inflation, is to provide a dynamic balance be-
tween the volume coming to the domestic market addi-
tional products and an inic consumption.

Keywords: Donbas, Ukraincrease in wages in the
sphere of production of domeste, European Union, eco-
nomic mechanism, factors, level of wages, wage share
in the cost of production, share of the domestic market
in total sales, small business development, investment,
domestic market, volume of supply, volume of con-
sumption.
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CHALLENGES FOR THE NOMINAL CONVERGENCE IN POLAND IN THE FACE
OF THE UNIFORM POLICY OF THE EUROZONE

1. Introduction

A common European Union currency has been in
retail use for slightly more than a decade now. Nonethe-
less, this short period of usage is enough to conduct var-
ious theoretical and empirical analyses of the single-cur-
rency area in Europe.

The theoretical aspect of the research on the Euro-
zone should also focus on the issues of quality of the
pre-accession policy. In this context, the manner of de-
termining the monetary and fiscal policy prior to access-
ing a monetary union becomes of considerable im-
portance. The level of convergence of fundamental pa-
rameters of these policies (in particular their interest
rates, inflation, budget deficit) constitutes a key factor
conditioning the efficacy of the process of monetary in-
tegration itself. Another problem is the possibility to di-
verge economic indexes in the countries which already
belong to the monetary union. A good example is as-
sessing the efficiency of monetary impulses generated
by a supranational central bank. Different features of
monetary policies of particular member states, espe-
cially those concerning the state of liquidity of the com-
mercial banking sector and the mechanism of financial
allocation, may distort the character of the mechanism
of monetary transmission, leading as a result to diver-
gence in the level of interest rates and/or inflation. A key
role in shaping the monetary sphere within the area in

question shall thus be attributed to the scope of reputa-
tion of the supranational central bank.

The above deliberation gives background to the
main aim of this work which is the presentation of the
theoretical aspects of the process of convergence in the
monetary sphere in the pre- and post-accession period as
well as the assessment of the level of Poland’s conver-
gence with the Eurozone in the context of the uniform
policy of the European Central Bank.

2. Variants of pre-accession monetary and fiscal
policy

The stability of the Eurozone is considered both
through the prism of the conditions which should appear
in the course of its functioning and the conditions for-
mulated in the pre-accession period. Of particular im-
portance in this period is the shape of the monetary pol-
icy which has an influence on two main parameters of
the monetary sphere, i.e. the inflation rate and the inter-
est rate. It is assumed that Poland’s accession to the Eu-
rozone will take place in a few years’ time, e.g. in the
period t + n, where t constitutes the present time (figure
1). It means that in order to fulfil the convergence crite-
ria in the monetary sphere (as well as the fiscal and for-
eign exchange spheres), adequate adaptations must take
place within n years. In this respect, we may specify two
extreme variants.

Eurozone

v

=

t+m

t+m+1 t+n

Fig. 1. Time periods on the way to the Eurozone

Source: the authors’ self-analysis.

Variant [ would consist in fulfilling the monetary
criteria, especially inflation, even prior to joining ERM
II. Variant II would consist in not achieving monetary
borderline values before the exchange rate between the
Polish zloty and euro has been fixed. It is assumed that
not achieving the borderline values means a lack of any
adaptations in the monetary sphere [Btlaszczyk,
Zwierzchlewski 2008].

The effects of the monetary authorities’ actions re-
quired to lower inflation in variant I could be less harm-
ful to the real sphere of the economy if they were spread
in time for the period (t, t + m). The National Bank of
Poland (NBP) could reduce the inflation by shaping in-
flation expectations properly, thus avoiding an exces-
sive growth in the interest rate. It has to be highlighted,
however, that strict requirements for fulfilling the infla-
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tion criterion may persist in the future. In such a case,
the monetary authorities will have to take more restric-
tive measures resulting in a slowdown in the real GDP
growth and its consequences for the employment
sphere. On the other hand, these hardships may be less
harmful since they are spread in time. It seems, however,
rather unlikely to attain the economic results making it
possible to join the Eurozone in a painless way, espe-
cially for such countries as Poland, where the unemploy-
ment rate is relatively high.

A positive consequence of realising variant [ may
also be great stability of the Polish zloty in the European
trading band. It results from a smaller scale of adapta-
tions of monetary instruments in the period (t + m, t +n)
due to their active adaptation in the period (t, t + m).
Thus, the interchangeability between the inflation and
nominal appreciation would be split in time, making it
possible to reduce the inflation prior to joining ERM II
and to ensure a stable exchange rate of the Polish zloty
to the euro with a fluctuation band of £15%. It shall be
highlighted that there exists a method in variant I in
which the exchange rate of the zloty may be changed.
This method consists in the possibility to negotiate the
level of the parity rate while joining ERM II. It results
from the fact that the central parity does not have to be
settled at the level which is equal to the current nominal
rate existing at the time of currency stabilisation. One
consequence of realising variant I would be a stronger
negotiation position of Poland following, first of all,
overestimation of the exchange rate of the zloty, differ-
ing considerably from the level of a long-term balance
rate resulting from earlier actions in the monetary and
fiscal spheres, and secondly, a negative influence of an
excessively strong currency on the unemployment rate
in Poland.

Variant II assumes failure to fulfil the convergence
criteria prior to bringing the zloty to ERM II. Conse-
quently, there will be a necessity to fulfil these criteria
in the first year of membership in the currency mecha-
nism (t + m, t + m + 1). This necessity results from the
divergence between a two-year reference period in the
currency rate sphere and a one-year reference period for
the other criteria. The application of variant II would en-
tail a severe fiscal and monetary restriction accumulated
in time. An unquestionable effect of such actions would
be a shock in the real sphere of the economy. Possible
economic actions within the variant under discussion
would also entail some destabilising effects for the ex-
change rate of the zloty in ERM II. The scale of desta-
bilisation would depend on how severe the Balassa-
Samuelson effect would turn out to be and on the scale
of the speculative capital flow. With a large strength of
both of the criteria, simultaneous reduction in the infla-
tion and control of the currency exchange rate (within
the band of £15%) would be very difficult to reconcile.
It seems, however, that practical realisation of variant I1

is rather unlikely to happen, especially in the face of a
large internal imbalance in the Polish economy.

3. Selected problems of uniform monetary pol-
icy in the Eurozone

Stability of the Eurozone requires convergent mon-
etary order with convergent inflation and interest rates.
The monetary order specifies the bases for the function-
ing of a central bank, including above all the available
instruments, priorities in conducting the monetary pol-
icy and its institutional framework!. This creates funda-
mental elements of the order in question in the form of
the level of the interest rate, the level of the inflation and
the manner in which these variables are determined in-
cluding the scope of political independence and eco-
nomic responsibility of the central bank.

Divergence of the monetary sphere components
may lead to the occurrence of negative economic phe-
nomena threatening the stability of the single-currency
area. For instance, in countries with lower inflation com-
mon monetary policy would become overly restrictive
(due to a high real rate), having a negative effect on the
level of employment and the domestic product, whereas
in the countries where inflation is higher it would be too
expansive (due to a low real rate), which would be con-
ducive to a further increase — rather than decrease — in
inflation. Thus, on the one hand the situation on the la-
bour market would worsen, yet on the other hand, infla-
tion tendencies, including inflation expectations, would
strengthen [Btaszczyk 2010, p. 56]. Assuming a uniform
inflation rate, divergent values of the market interest
rates would divide the level of real rates, which would
curb economic development or hinder maintaining the
same level of inflation in the Eurozone member states.

In economic reality there may, however, occur dif-
ferentiation of the levels of inflation and interest rates in
particular member states of the Eurozone despite the fact
that the monetary instruments which influence the val-
ues of the above variables are specified in a centralised
system. A factor which influences the (different) level
of interest rates is the character of the mechanism for
transmitting the monetary policy. Of particular im-
portance here is the aspect of an external delay of this
policy. In most general terms, it may be described as the
time that the economy needs to adapt itself to new con-
ditions created by the change in the economic instru-
ments [Kowalski 2001, p. 81]. The character of the de-
lay in question is determined by the institutional frame-
work specified in a given country within the scope of
commercial banks, including the character of relations
between these banks and a central bank and between pri-
vate banks and the real economy. This character may
differentiate the monetary sphere in member states,
since it was previously (prior to accession) determined
by individual practice of relations between national cen-
tral banks and the sector of financial mediation as well
as between this sector and households and enterprises.

! A monetary order in more general terms also refers to the type of monetary signs and principles of financial settlements
used in a given country [Narolewska 2001; Jurek, Knakiewicz, Marszalek 2011].
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If the relations between these links were different in re-
ality, it would be difficult to make them uniform after
the accession to the Eurozone of particular states, at least
in a short-term perspective [Dornbusch, Favero,
Giavazzi 1998]. That is why different levels of the li-
quidity of banking sectors or different characters of the
mechanism of financial allocation! in these countries
may create divergent reactions of private banks to the
transmission of monetary impulses from a common cen-
tral bank and the real sphere of the economy to the
changes in the market rates in the banking sector.

Specifying the types of inflation constitutes the ba-
sis for establishing the causes of the possible differenti-
ation of its levels in the Eurozone. For example, an in-
terest rate is an important determinant of demand, since
it creates the size of a bank loan. That is why the above-
mentioned factors which differentiate the level of inter-
est rates have an influence also on the levels of inflation
in particular member states. What has to be taken into
account at this point is a growing influence of the so-
called credit intermediaries which are usually not sub-
ject to supervision by the monetary authorities. These
entities may increase the credit expansion in the periods
of restrictive monetary policy, and thus distort the trans-
mission of the policy of a common central bank [Du-
wendag et al. 1996, p. 160]. This problem becomes even
larger (due to the differences in the levels of inflation)
when there is uneven concentration of these entities
among the monetary union member states.

With the existence of the factors which may distort
the monetary order in the Eurozone, of particular im-
portance becomes the issue of the reputation of a supra-
national central bank, and thus the quality of the com-
mon monetary policy. The main problem is the fact that
the credibility of a central bank cannot be built over-
night. However, this process may be efficiently short-
ened by applying adequate institutional solutions with
respect to central banking in the Eurozone. The compo-
nents of these solutions are the following:

building a common central bank in accordance
with a specific adopted model,

specifying an explicite goal (or goals) of the com-
mon monetary policy,

granting the bank in question complete political
and functional independence and minimising its formal
responsibility for realising its own goals,

determining an explicite manner of specifying an
interest rate and exchange regulations.

Assuming in advance a certain point of reference
for the form of a common bank may cause the economic
and private entities to accept and place confidence in the
new monetary authorities without much hesitation. A
necessary condition for this is relatively early infor-
mation concerning the assumed model and its prestige.
That is why a commonly accepted central bank must

serve as a point of reference. The determinants of the
bank’s good reputation should be the following: high ef-
ficiency in realising goals and clear rules of communi-
cation with the environment. It also seems favourable to
choose such a bank model from the group of states
which make up the monetary union.

Economic benefits coming from low inflation and
the necessity to maintain the inflation at a similar level
among the Eurozone member states should be a final de-
terminant for selecting a superior goal of the common
monetary policy of the union in the form of a stable price
level. Assuming a principle that the goal of this policy
will be to attain more than one aim, e.g. low inflation,
high employment rate or high financial stability within
the monetary union, forces economic and private enti-
ties to settle which aim shall become more important (in
the short- and long-term periods). This may result in
considerable decline in confidence to a common central
bank from the viewpoint of price stability and distort the
monetary order in the union.

The conditions in which the monetary authorities
are created in the Eurozone should also serve as a deter-
minant for granting a full scope of political and func-
tional independence to these authorities. The manners of
functioning of the authorities in question may be deter-
mined in the course of international arrangements or in
the course of such arrangements together with the aid of
an independent organ of the union consisting of a group
of experts [De Cecco, Giovannini, CUP, Cambridge
1989], above all in the area of central banking. It is dif-
ficult to determine the entity on which a common central
bank would be (more or less) politically dependent and
obliged to account for the effects of its actions. Such an
entity could not definitely be any of the national param-
eters due to the negative political connotations of choos-
ing such a solution. Any scope of dependence on and
responsibility to an organ of the union would require
granting it broad prerogatives in order to exercise power
within the area of the Eurozone. In reality, this would
entail the presence of a political and currency union
characterised both by complete integration of the mone-
tary sphere and the existence of the supranational legis-
lative and executive authorities. Such a high level of po-
liticising is, however, a feature of higher forms of inte-
gration with reference to the monetary union. Similar
reasons justify equipping a common central bank with
unlimited competences concerning the establishment of
the levels of interest rates and other instruments of the
monetary policy. A logical reason for granting full func-
tional independence is also the structure of goals of the
common monetary policy, including above all the reali-
sation of the superior goal [Bofinger 2001].

Specifying by a common central bank a uniform
range of monetary instruments for all member states of
the union creates a problem of choosing its most optimal

! The condition of the liquidity of the banking sector is one of the factors which influence the time and strength of reactions
of commercial banks to a change in the values of the instruments of a central bank, whereas the mechanism of financial allocation
determines to a large extent the time and strength of reactions of enterprises to a change in market interest rates.
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shape. Of particular importance is the choice of the best
possible interest rate in the case when there occur diffe-
rences in the levels of inflation in particular Eurozone
member states. The credibility of the bank in question
will depend on how precisely it will be able to explain
to the society the method of selecting the level of the
interest rate. In order to strengthen this credibility, the
interest rate level should be placed in the middle of the
interest rate range desired by particular states. Most
states would then be eager to accept the current level of
the interest rate in relation to the inflation rate. In this
context an important element of constructing the institu-
tional framework for a common central bank is its or-
ganisational structure, and especially the shape of the
process of implementing decisions. An optimal solution
would be a centralised structure which would accumu-
late this process in the hands of one decision-making
group that would be autonomic in relations to particular
member states of the union. In a centralised system it is
much easier to determine a certain value of the interest
rate with a different arrangement of inflation levels
within the Eurozone area. It shall be assumed, however,
that the national monetary authorities will want to obtain
a considerable influence on the policy of the common
central bank. If the decision-making process is decen-
tralised in this bank and national interests begin to dom-
inate the interests of the entire system, it will be quite
difficult to reach a consensus concerning the level of the
interest rate with a symmetrical and asymmetrical ar-
rangement of the inflation rate.

The main determinant of currency relations in a
monetary union is a lack of the possibility to correct the
nominal currency rate. A rational assumption may be
made at the same time that the international exchange
between particular member states constitutes the main
part of their foreign trade. In such a situation, develop-
ing competitiveness of each of the economies in the un-
ion requires reducing the costs of production, and con-
sequently reducing the inflation rate. It should result in
a growth in competitiveness of the entire integration
group in relation to third countries and constitute at the
same time an important factor increasing confidence in
the common currency. Furthermore, this is also a reason
for focusing on stabilising the financial sphere within
the monetary union, and not on maintaining a stable rate
of the common currency in relation to a selected refer-
ence currency.

4. Assessment of nominal convergence in Poland
in the face of the Maastricht convergence criteria

The main threat of and fear for joining the Euro-
zone is the loss of the autonomic, national monetary
policy and the possibility of a discretional influence of
this instrument on the economy. In order to neutralise
this negative aspect of accession, it is necessary to ade-
quately conduct convergence, both nominal and real, as
well as monetary, fiscal and foreign exchange. It may
cause a uniform policy of the European Central Bank
(ECB), both in the sphere of goals (with price stability
being a superior goal) and instruments (the main instru-

ment being a short-term interest rate) to be adequate for
Poland and to be conducive to the economic growth. In
such a case, it seems beneficial to conduct regular as-
sessment of convergence, including the nominal conver-
gence, with the Eurozone.

The assessment in this work concerns the Maas-
tricht criteria of the nominal convergence. These criteria
should be viewed not only from the prism of the neces-
sity of their fulfilment in order to join the Eurozone
(possibly in a quick and unstable manner), but also as
the areas where the convergence with the monetary un-
ion shall ensure benefits to the member states. Of the
main interest is the criterion concerning the general
price level dynamics, since it is the value (and more pre-
cisely price stability) which determines a strategic and
superior goal not only of the ECB but also the majority
of central banks around the world, including the NBP.
The other convergence criteria may be viewed from the
prism of the conditions of the monetary policy which in-
fluence the price dynamics. Thus, their convergence has
an influence on the efficacy of this policy.

On the one hand, fiscal parameters (the deficit and
the public finance sector debt) are positively correlated
with the price dynamics. For instance, overly expansive
fiscal policy, much as it causes an increase in the param-
eters, influences in the same direction the inflation and
distorts its stability. An unstable currency rate also dis-
torts the price stability. In this case, the interrelations are
also positive — a growth in the rate (assuming it is depre-
ciation — direct quotation) stimulates the inflation. Re-
versed relations occur, on the other hand, in the case of
the interest rate influencing the price dynamics. The
above-presented relations indicate the necessity to coor-
dinate various areas of the economic policy (monetary,
fiscal and if need be — treating it separately — foreign
exchange). Only this policy can ensure long-lasting ful-
filment of the Maastricht criteria and increase in the
long-term the benefits of joining the area of a common
European currency. The results of this part of the re-
search will indicate among all, firstly, which of the cri-
teria constitute the main barrier for Poland’s accession
to the Eurozone, and secondly, in which years Poland
was “closest” to the Eurozone.

In order to conduct the assessment of convergence
in such a depiction, a few assumptions have been made.
First of all, the examination encompasses the period be-
tween 2004 and 2014. The initial turning point is Po-
land’s accession to the EU, which gives the possibility
to apply for joining the Eurozone, whereas the final
point is determined by the availability of the data, espe-
cially bearing in mind next assumptions. Secondly, the
assessment encompasses five convergence criteria laid
down in the Treaty of Maastricht. Thirdly, the assess-
ment is conducted at the end of particular years.
Fourthly, the assessment uses the Eurostat data taken
from its webpage in September 2015. Next, the authors
have made an assumption concerning convergence with
respect to price stability that the states which are char-
acterised by the negative general price level dynamics
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cannot play reference roles !. Finally, the examination
omits the assessment concerning the foreign exchange
criterion.

The assessment of Poland’s convergence in this
area seems difficult due to a lack of specified central
parity for the ERM II system. It shall be highlighted,
however, that the exchange rate is a macroeconomic
value which cannot be controlled precisely, especially
under the conditions of the independent floating system.
The changes in the system are influenced also by the
factors which do not depend on the national economic
authorities and which are frequently unpredictable, e.g.

a financial and economic crisis. Additionally, is shall be
emphasised that currency tensions may occur in the fu-
ture as a result of the activities within the economic pol-
icy aiming at fulfilling the other Maastricht criteria. In
particular, a strong connection with the general price
level dynamics through the main factor shaping both
values, i.e. the interest rate, should be noticed. With the
above circumstances, the criterion in question should
not be underestimated by the economic authorities.
Comprehensive results of the assessment in the remain-
ing four areas are presented in figure 2 and in table 1.
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Fig. 2. Nominal convergence criteria in Poland in the period 2004-2014
Source: prepared by the authors on the basis of the Eurostat data.

Analysing the table horizontally, one may con-
clude that the worst assessment goes to the criterion of
the public finance sector deficit. In fact, it constitutes the
greatest barrier for Poland’s accession to the Eurozone.
The borderline value was not exceeded only in 2007.
From that year on, the deficit in relation to the GDP had
grown over the next three years and exceeded consider-
ably the allowable 3% (in the years 2009 and 2010 the
index in question amounted to 7.3% and 7.9% respec-

tively). Only in the year 2011 was there a decline in the
relation under analysis to 5%, and in the years 2012-
2014 a decline to the value between 3 and 4%. Fulfilling
the reference criterion in this respect will be extremely
difficult in the following years and will require strict
policy from the fiscal authorities, especially in the face
of post-election political disturbances which took place
at the end of 2015. It seems to be the main challenge for
Poland on its way to the Eurozone.

LIt shall be noted that in 2004 the European Commission decided to eliminate Lithuania from the reference states in their
reports on convergence, since this country was then characterised by negative HICP dynamics. Yet in 2010, when a few EU
member states were undergoing deflation (Ireland, Portugal, Estonia, Belgium, Spain), the European Commission decided ar-
bitrarily to eliminate only Ireland from the reference states, since it had the greatest deflation rate.
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Table 1
Nominal convergence criteria in Poland in the period 2004-2014 - summary
Year
Criterion 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Debt + + + + + + + + + + +
Deficit - - - + - - - - - - R
Inflation - + + + - - - - R + T
Interest rates - + + + + - - + + + +

Remark: the sign “+” in a particular cell means that a given criterion would be fulfilled in a given year, whereas the

[T

sing means failure to fulfil the criterion.

Source: prepared by the authors on the basis of the Eurostat data.

Furthermore, it is worth highlighting that despite
positive assessment of the second (fiscal) criterion con-
cerning the relation of the public debt to the GDP, it has
been characterised by an ascending tendency since
2007. In 2011 it amounted to 56.4%, and in 2012 to
55.6%, i.e. the highest value in 15 years, which — ac-
cording to the act on public finance — requires adequate
precautionary and reformatory procedures to be applied
[Act of 27 August 2009 on public finance, Article 86,
87]. In the following years its value stabilised, and even
decreased a little. However, if there appears a growing
tendency in the next few years as far as this index is con-
cerned, e.g. in the face of after-election irrational fiscal
policy, and especially a lack of reforms within public
finance, there may occur problems with fulfilling the
reference value in this area in the future. Additionally,
such a direction of budget policy may be a long-lasting
stimulus increasing the price dynamics, and conse-
quently posing a threat to the common uniform mone-
tary policy.

Crucial problems may also concern price stability
itself, which generally is an effect of the relative charac-
ter of this criterion [Blaszczyk, Zwierzchlewski 2005,
pp. 17-18]. What follows from the assessment is that
only in the years 2005-2007 would Poland fulfil the bor-
derline values in this area. Bearing in mind quite a low
value of this criterion (especially in 2009) on the one
hand, and the fact that Poland — being a developing
country — must accept slightly higher price dynamics on
the other hand, it may be concluded that fulfilling the
criterion in question (in the period prior to and following
the accession to the Eurozone) may be troublesome.
First of all, it will depend on external factors (which do
not have a source in an interested country) such as price
dynamics in reference countries as well as an arbitrary
decision of the EC concerning the manner of estimating
the borderline values (in the case of deflation). Sec-
ondly, fulfilling a low inflation criterion may require re-
strictive economic policy (mainly monetary), which
may lead to negative consequences for the real sphere of
the economy and higher costs of accession. The inflation
criterion was either fulfilled or not fulfilled on alternate
years. Similar remarks may be made with reference to
the criterion concerning the interest rates.

Analysing figure 2 and table 1 vertically, we may
conclude that the highest level of nominal convergence
was achieved by Poland in 2007, when all criteria (ex-
cept for the exchange rate which was not taken into con-

sideration here) would be fulfilled. In the remaining
years the criteria would not be fulfilled completely,
which depicts the degree of convergence of the Polish
economy with the Eurozone in a negative way. In the
last two years there was certain noticeable progress. The
only criterion which was not fulfilled was the budget
deficit criterion, while the “distance” to its fulfilment
was shortened by the economic authorities. It shall be
highlighted that the process of convergence has a long-
term character and only its durability may lead to the
adaptation to common and uniform monetary policy,
and thus bring the essential benefits of joining the mon-
etary union. A reflection of this durability is the criterion
of the long-term interest rate, which — interestingly — ap-
pears rather positive for Poland compared to the other
criteria. These conclusions should, however, be treated
with some caution due to the arbitrary assumptions
made in the assessment as well as for the fact that Poland
does not officially make any attempts to fulfil the crite-
ria, and especially for the fact that it has not joined ERM
I yet.

5. Conclusions

The examination conducted in this work indicate
explicitly that the convergence of Poland with the Euro-
zone is low in the context of joining common and uni-
form monetary policy. The economy of Poland fails to
fulfil the criteria conditioning the accession to the Euro-
pean monetary union, and it seems unlikely to change
due to the fact that Poland lacks broadly understood con-
vergence. There are some serious arguments indicating
that the uniform policy of the ECB could not be adapted
to Poland’s economic conditions both in the nominal
sphere as well as the real, monetary and fiscal spheres.

In the light of the above conclusions, Poland’s ac-
cession to the Eurozone should be planned and con-
ducted in a proper way, including an adequate time hori-
zon and the character of social and economic conditions.
It should match the process of broadly understood long-
term convergence of the developing Polish economy.
Only such a manner of accession may guarantee an ac-
tive balance of benefits and costs of joining the Euro-
zone. The date of accessing the Eurozone should, first
of all, be a secondary issue depending on the entire pro-
cess of convergence, and secondly, it should be finally
determined for the most favourable period in terms of
the local and global financial and economic conditions.
It should not certainly take place in the time of a crisis.
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As has been shown in this work, the convergence of the
Polish economy with the Eurozone in such circum-
stances was exceptionally low, especially in terms of the
general price level dynamics. Additionally, what should
also be taken into consideration is the uncertainty asso-
ciated with the after-election transitional period. Its pos-
sibilities to stabilise will determine the perspectives for
the nominal convergence in Poland and its accession to
the Eurozone.
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Baamunk I1., 3BexxiaeBcbkuii C. IIpoduaemu
HOMiHAJIbHOI KOHBepreHuii B Iloabini B KOHTEKCTI
€IMHOI NoJiTUKN EBPO30HU

OcHOBHA M€eTa JAaHOT0 JOCIIIKEHHS ITOJISTac B I10-
JTAaHHI TEOPETHYHUX ACIIEKTIB IPOIECY KOHBEPIeHIIii B
00J1acTi rPOMIOBO-KPEAUTHOI CHCTEMHU TIiJI Yac, JIO 1 Ii-
cist Beryny IHomemni mo €C, a TakoX OILIHKHA CTYTIEHS
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MOJILCHKOT KOHBEPTeHIil 110 BiIHOMIEHHIO /10 €BPO30HU
B KOHTEKCTi €JJMHOT MOJITHKN €BPOIEHCHKOTO IIEHTPa-
npHOTO OaHKy. PoOoTa ckiamaeThcst 3 TBOX OCHOBHUX
YaCTHH: TCOPETUYHOI Ta EMITIPHYIHOI. Y TIepIIii YacTHHI
MPEJICTABJICHO aHalli3 BapiaHTiB TPOIIOBO-KPEIUTHOT
MOJIITUKU TPOTATOM TEepioly MiATOTOBKU MPHETHAHHS
JI0 30HHU €BPO 1 EBPOICHCHKUX AUIEM IPOIIOBO-KPEIUT-
HOI MOJITUKU. Y Ipyrifi YacTWHI, HA MiACTaBi IOCHTi-
JUKCHb TPEJCTABICHUX B MEPIIii YacTHHI, MICTHTHCS
OITiHKA IMOJICHKOT iHTerparii 3 €BPO30HOI0 B KOHTEKCTI
€JMHOT TOJIITUKU €BPONEWChKOTO IEHTPATBHOTO OaH-
KY.

Kniouoei cnoséa: HOMIHAIPHA KOHBEPICHINS B
[Tonp1i, enuHa momiTHka, €BpO30HA.

Bbaamruuk I1., 3BexkxaeBckuii C. [IpodsaeMbl HO-
MHHAJILHOI KOHBepreHuuu B Ilosblie B KOHTEKCTE
eAMHON MOJINTHKHN EBpP030HBI

OcHOBHas LIeJIb JAHHOT'O MCCJICIOBaHUS 3aKIIr0va-
€TCsl B MPEACTABICHUNA TEOPETUYECKUX ACTEKTOB IMPO-
1ecca KOHBEPreHIIMH B OOJIACTH JICHE)KHO-KPEIUTHON
CHUCTEMBI BO BpeMsi, 10 U mocie BeTyruieHus [lomnbmm B
EC, a Takxe OLIEHKH CTETIeHU MOJILCKON KOHBEPTEHITUN
10 OTHOMIECHHUIO K EBpO30HE B KOHTEKCTE €IMHOM MOJIH-
Tk EBponeiickoro nentpanpHoro 6anka. Pabora co-
CTOMT U3 IBYX OCHOBHBIX YaCTEW: TECOPETUIECKOUN U IM-
nrpu4eckoi. B nepBoii yacT NpeACcTaBIeH aHAIU3 Ba-
PUAHTOB JICHEXHO-KPEAUTHON TOJIUTHUKU B TCUCHUE TIC-
pYo/1a MOATOTOBKY MPUCOETUHEHUSI K 30HE €BPO U €B-
POTEHCKUX JUIEMM IEHEKHO-KPEIUTHOM TOJUTHKH.
Bo BTOpOI1 yacTy, HAa OCHOBAHUM HUCCIIEIOBAHUN Mpe-
CTaBJICHHBIX B TIEPBOM YaCTH, COACPNKHUTCS OICHKA
MOJBCKOW MHTErpanuu ¢ EBpO30HON B KOHTEKCTE €Au-
HOU mommuTHKU EBporieiickoro ieHTpabHOro OaHKa.

Knrouesvie cnosa: nomuHanbHasi KOHBEPTeHIIHS B
[Monsie, enunas nonutuka, EBpo3oxa.

Blashchyk P., Zvershchlevsky S. Challenges for
the Nominal Convergence in Poland in the Face of
the Uniform Policy of the Eurozone

The main objective of this study is to present the
theoretical aspects of the convergence process in the
field of monetary affairs during the pre- and after-acces-
sion period and evaluation of the degree of convergence
of the Polish with the euro area in the context of a single
policy of the European Central Bank. The paper consists
of two basic parts: the theoretical and the empirical. In
the first were presented a reflection on variants of mon-
etary policy during the pre-accession period to the euro
area and the European monetary policy dilemmas. In the
second part, against this background, contains an assess-
ment of the Polish convergence with the euro area in the
context of a single policy of the European Central Bank.

Keywords: nominal convergence in Poland, uni-
form policy, Eurozone.
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THE WAYS OF IMPROVING THE EFFICIENCY OF THE IMPORT SUBSTITUTION
STRATEGY OF RUSSIAN FEDERATION

In the current geopolitical situation, due to the eco-
nomic sanctions, import substitution is regarded as one
of the priority areas for development of the Russian
economy. Import substitution strategy is intended for
the long term and should ensure the achievement of the
objectives of the capacity and structure of domestic pro-
duction while reducing the consumption of imported
goods [1]. Consequently, there is a need to develop a
system of measures, which will allow implementing the
strategy of import substitution effectively and increas-
ing the competitiveness of the national economy. Thus,
one of the most promising directions of the import sub-
stitution policy is an innovative way of development,
which will reinforce country's economic security, acti-
vate scientific and technical progress, as well as raise the

level of education, increase the demand for domestic
goods and expand production capacity.

The place and role of import substitution policy in
the framework of the theory of the economic develop-
ment of the countries examined A. Hirshman, K. Polani,
A.N. Makarov, A.N. Ryakhovskaya, D.I. Ryakhovskiy,
K.A. Gulin, E.A. Mazilov, A.P. Yermolov, A.G. Zha-
kevich, N.A. Kudrova, as well as other foreign and na-
tive researchers.

Import substitution is a strategy for the develop-
ment of domestic production of goods, which will re-
place the currently existing import. However, the mod-
ern economy doesn’t allow countries to develop effec-
tively, relying solely on their own resources, completely
abandoning import. Thus, I would like to note the im-
portance of import to the Russian Federation.
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Fig. 1. The dynamics of import volume in the Russian Federation, US §$ billion [2]

It is evident that import was increasing annually
except 2009 which was caused by the financial crisis
that led to a decline in industrial activity worldwide.
This indicates that the level of development of the Rus-
sian production is far behind the world therefore it is
cheaper and more profitable to import goods from
abroad.

Nevertheless, in terms of sanctions and ban on the
import of foreign products in Russia there is a signifi-
cant change in the volume of import in 2014 and 2015.
Thus, in 2015 imports amounted to US$181.3 billion
compared to US$ 285.9 billion in 2014. Moreover, the
highest degree of dependence on foreign manufacturers
in many areas of the Russian economy has machinery,
equipment and vehicles (see table 1). This makes up half
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of total import, which undoubtedly causes a weakening
of the economic security of the country.

The relevance of the security problem confirmed
by the adoption a number of legislative acts in recent
years of, such as the Presidential Decree of May 12,
2009 Ne 537 "On the Russian Federation National Secu-
rity Strategy up to 2020," The Doctrine of the Russian

Federation Food Security (app. Presidential Decree Jan-
uary 30, 2010 Ne 12) The doctrine of information secu-
rity of the Russian Federation (approved by. the Presi-
dent of the Russian Federation dated September 9, 2000
Ne Pr-1895), the Federal Law of 28.12.2010 Ne 390-FZ
"On security" and others [3].

Table 1
Commodity structure of Russian import [2]
2000 2010 2014
Type of product US$ % US$ % US$ %
billion billion billion

In total 33,9 100 229,1 100 2859 100
Machinery, equipment and vehicle 10,7 314 102 44,4 136,2 47,6
Chemical industry products 6,1 18,0 | 37,0 16,1 46,4 16,2
Food commodities and agricultural raw materials 7,4 21,8 36,4 15,9 | 39,7 13,9
Metal and precious stones industry 2,8 8,3 16,8 7,3 19,2 6,7
Textile fabrics, textile goods and footwear 2,0 5,9 14,1 6,2 16,3 5,7
Wood, pulp and paper production 1,3 3,8 5,9 2,6 5,9 2,1
Mineral commodities 2,1 6,3 5,2 2,3 7,2 2,5
Tanning raw materials and furs 0,1 0,4 1,2 0,5 1,3 0,5
Others 1,4 4,1 10,5 4,7 12,6 4.4

Nowadays the Accounting Chamber has come to
the conclusion that Russia cannot cope with the full im-
port substitution of the products fallen under the em-
bargo. This was stated by experts in a prepared state-
ment Accounting Chamber "On the Federal Budget for
2015 and the planning period of 2016 and 2017". Based
on the data of Rosstat, experts firstly point out the im-
port problem of certain types of meat and dairy products.
In particular, the level of spare capacity in the meat pro-
cessing industry amounted to about 34%. At the same
time import accounted for almost 59% of total beef con-
sumption in the country, the share of imported from
abroad reached 31% of pork, poultry meat - 13% [4].

Besides the AIC sectors essentially important im-
port substitution is represented in such industries as ma-
chine tools, heavy machinery, including the agricultural
and food industry, electronics, light industry, medicine
and pharmaceuticals. Thus, there is a necessity for
weakening the technological dependence of Russia by
organizing the program of import substitution and con-
centration of R & D and other financial and human re-
sources in areas where the critical dependence on for-
eign companies without which national production
ceases to exist have been formed.

In the XX century to the import substitution policy
have resorted Latin America, Africa and Asia. It is ac-
cepted to distinguish eleven countries that due to the
implementation of such policy have achieved significant
economic success and join the ranks of the industrialized
countries - Brazil, Chile, China, India, Indonesia, South
Korea, Malaysia, Mexico, Taiwan, Thailand and Turkey
[5].

Having studied the international experience of the
import substitution process, there are three main options

46

for the implementation of the import substitution policy
as a priority of economic development at the national
level.

The first option assumes relatively weak stimula-
tion of industries which products are uncompetitive
compared to imported analogues, even on the domestic
market. Tools of this kind policy are import restrictions,
foreign investment, restructuring of public sector enter-
prises and long-term investments in infrastructure and
education. Example of this type of import substitution
policy is the experience of Brazil, the USSR, the Peo-
ple's Republic of China and Latin America.

For instance, in Argentina the import substitution
policy in the 1950's was carried out mainly in the oil and
steel production, chemical and automotive industry.
Various tools to stimulate import substitution were pro-
vided for individual industries and regions. In particular,
the reduction of provision rate enabled banks to finance
projects on import substitution at a much lower interest
rate. In Colombia, differentiated exchange rates were in-
troduced and non-traditional goods exporters could sell
their products at free-floating exchange rate. In Pakistan
high import duties were imposed on consumer products
and relatively low on equipment and raw materials. In
South Korea and Taiwan high import duties were im-
posed on products for which there was an internal ana-
log and lower on those that didn’t have local analogues.

In the second option the state support is directed to
the new promising market segments, when the company
entering this market needs preferences which will pro-
vide them a competitive advantage in the initial stage. In
the future, government support is reduced and then com-
pletely cut off. Tools of this type policy are borrowing
of advanced technology orientation, foreign investment
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attraction, change in the structure of population savings
and consumption as well as public investment in indus-
trial infrastructure and small businesses support. By way
of example, the East Asian countries have been able to
organize and develop new industries from scratch, in-
cluding high tech (mechanical engineering, microelec-
tronics, etc.).

An example of this type of policy is also the expe-
rience of India, which in 1950 declared the construction
of a "self-sufficient” economy. The country’s priority
industries have been identified, the development of
which was to generate sustainable economic growth.
Import substitution policy was based on the creation of
a large public sector in the fields of heavy industry and
indicative planning. By the end of 1960 the share of pub-
lic sector in production has reached almost 25%, includ-
ing in the mining industry - almost 90%, in manufactur-
ing - over 15%. The share of state-owned enterprises ac-
counted for 75% of steel production, 100% of the pro-
duction and processing of oil, 95% of electricity and
80% of the issue of heavy engineering products.

The third option implies that the main goal of the
state policy is to support competitive industries and
firms that are active in export activities. Such strategy
was followed by USA, Japan, Taiwan, India, China,
South Malaysia, Thailand, the Philippines and others at
the end of the last century. Import substitution policy in-
struments of this type are intensive modernization of
high-tech industries, new technologies and government
policy on improving product quality, export support, de-
velopment of social and industrial infrastructure as well
as fundamental and applied R&D.

Thus, since 2007 there has been intensification of
investment activity in China and India (figure 2). De-

spite the fact that the United States is a leader in terms
of innovation costs, the highest number of R & D carried
out in Asia and not in North America and Europe [6].
Among industries, the computing and electronics,
healthcare, and auto sectors continued to spend the most
on R&D. In total, they accounted for 62 percent of inno-
vation spending (figure 3). However, R&D spending by
computing and electronics companies fell 0.7 percent in
2015, whereas R&D spending by healthcare companies
rose 6.0 percent. The healthcare sector is closing in on
the number one position. But the biggest movers among
industries have been software and Internet companies.
The industry increased R&D spending by 27.4 percent
between 2014 and 2015. Software and Internet also had
the largest average growth of any industry over the last
10 years — 13.2 percent — and passed industrials in 2015
to become the fourth-largest industry in terms of R&D
spending [6].

At the same time, based on an analysis conducted
by the Ministry of Industry in 2014, the most promising
sectors in terms of import substitution in Russia are ma-
chine tools, heavy machinery, light engineering and
electronics industry, the pharmaceutical and medical in-
dustry. The process of import substitution in these sec-
tors can be started only in case of spare capacity and
competitive enterprises that could offer high quality
products at market price. Reduction of dependency on
imported products is possible due to innovation and in-
vestment stimulation in high-tech industries and estab-
lishment of the new industries. "It is expected that by
2020 Russia will be able to count on reducing reliance
on import in different sectors from almost 70-90% to
50%" [7].
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Fig. 2. The dynamics of the innovation costs, US $ billion
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Currently, the Ministry of Industry and Trade is ac-
tively involved in developing of incentive schemes for
import substitution industries. In this regard a number of
measures of state support are being considered. June 16,
2014 the Ministry of Industry and Trade had prepared a
law that drastically reduced government purchase of im-
ported goods - "By 2017, 80% of the goods, which the
government and state-owned companies buy, should be
domestic" [7].

The major problem is the necessity of defining the
import criteria. It should depend on the developing of
new technologies. The national payment system, the na-
tional software platform, the national operating system
should be created, as well as large state-owned invest-
ment and development bank should be established,
which not only will give out loans at significantly below
market rates, but also provide consulting support to bor-
rowers on economic and technological development.

Greater attention should also be paid to an innova-
tive policy of the state. After all, the innovative orienta-
tion allows accelerating the development of the state
economy. Despite the fact that in recent years the invest-
ment process becomes slightly more active, there is a
rather low level of innovative orientation. As confirmed
by the World Bank's data according to which the index
of development of innovative economy (knowledge
economy) shows that Russia ranks 55th place out of 146
countries surveyed [8].

Figure 4 shows the rate of innovation activity in the
most promising industries for import substitution. The

dynamics of this indicator cannot be considered satis-
factory — there wasn’t any visible growth in virtually all
sectors (except for the production of pharmaceutical
products and electrical equipment).

New innovative technologies are to be mastered
which is essential to provide competitive production/in-
dustry as the main condition for replacing imported
goods and services with domestic and leading it out onto
the global market.

Thus, state support of innovative business, research
works and analyses can foster innovation. Within the
framework of Federal Target Programs a number of col-
leges and scientific research institutes received fund for
modernization of the main assets. However, this group
of financial support mechanisms and stimulation of im-
port substitution ought to be amplified with tools for in-
vestment efficacy assessment and expenditure control of
public funds appropriated in the context of FTP.

At the same time one of the effective mechanisms
of cooperation between state and regional authorities,
research and educational structures, business are cluster
forms of organization which enable to simultaneously
create new working places, develop and produce com-
petitive production, thereby solving the task of sustain-
able development of regions.

At present, according to data of the year 2014, on
the territory of Russia there are located 200 development
institutes, among which industrial and scientific techno
parks prevail (figure 5) on which the development of
cluster approach in state and regional economies is re-
lied.
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Fig. 5. Russian innovation infrastructure

From long-term initiatives of innovative cluster de-
velopment and corresponding infrastructure the global
federal project “Strategy of innovative development of
Russian Federation for the period up to 2020” is real-
ized. It is a multipronged program the aim of which is a
“change-over of economy of Russia by the year 2020
into the innovative way of development”. It requires 2
stages. During the 1st stage the creation of profitable and
inviting conditions for accumulation of private sector in-
vestments is predicted; during the second stage — the in-
crease of budget and private investments into the inno-
vative domains, re-equipment of the main innovative
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centers, launching of new major projects in perspective
areas. By the year 2020 it is planned to gain the same
level of budget financing of innovative branches as in
the countries of OECD and a share of innovative prod-
ucts in exported goods is to increase to 15% of the total
number [15].

Moreover, one of the most important phases of the
import substitution policy ought to be the development
of support infrastructure of import substitution indus-
tries and rendering of information and consulting assis-
tance of support for import substitution industries.
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At this stage the law “On the industrial policy” was
passed. One of its sections is dedicated to realization of
state information system of industry the part of which
has become “National center of import substitution sup-
port”. Such center aims at solving the problem of in-
forming and assisting import substitution in order to all
domestic producers and suppliers of goods knew all po-
tential customers and vice versa.

In every region it is necessary to set up such spe-
cial-purpose informing centers of import substitution
support, which will have at their disposal the database

Regional information center

Information database

Producer and sup-
plier database
Customer database

of producers and suppliers (information on technologi-
cal organization profile) and customers with infor-
mation on specification of ordered goods, terms of de-
livery and other commodity positions which are to be
presented by both parties. In prospect expansion of func-
tion of this system concerning help to producers and
suppliers of domestic goods, pursuit of winning orders,
creation of business-plans, making technological, finan-
cial and economical expertise, profitable variants of fi-
nancing are possible (figure 6)

National center of import substitution support

Consulting services

Business plan devel-
opment
Options of project fi-
nancing
Process design
Commodity exami-
nation
Other

Producers, suppliers, customers, resellers, etc.

Fig. 6. The structure of the information support of import substitution

Thus, if we consider the import substitution not as
a short-term action but as a long-term process the gen-
eral purpose of which is to increase the competitiveness
of local producers, promoting them as important players
on the international markets, regions need to update and
solve the problem associated with the development of
its own scientific and technical potential of regions [16].

The policy of innovative import substitution in-
volves the transition to the production of high-tech and
science-intensive production by increasing the level of
development of production, technology, education and
training of citizens. The main focus should be on the or-
ganization of production of the products that is most in
demand in Russia.

Successful solution of these tasks ought to be as-
sisted with broader and more global attraction all the
possible resources, involvement into the investment pro-
cess not only budget but also non-budget sources. Sig-
nificant role may play regional and local authorities tak-
ing part in renovation and development of correspond-
ing industries on its territories which will enable to solve

not only economical but social problems as well: raising
of employment level of population, provision with
goods of one’s own making, income growth and living
standard in general.
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SCHOOL SOCIAL EDUCATORS’ GROUP WORK IN GERMANY

The statement of the problem. In Germany the
second half of the XX century was marked out the
switch of the state social policy and educational reforms.
The permanent increase of socio-economic problems re-
quired from social specialists of the country to find the
new ways of the decision of these questions, especially
it concerned the most unprotected sections of the popu-
lation such as children and the youth. That’s why in Ger-
many school social work has been developing actively
since the end of the 1970s. The special role in the social
educators’ work plays the group work.

Analysis of basic researches and publications. A
lot of German scholars devoted their researches to prob-
lems of using the group work both as the form and the
method of school social work in different types of sec-
ondary educational establishments. They are M. Beh-
nisch, J. Kalcher, W. Lotz, G. Meirhof, K. Mueller,
H. Schiller, M. Schmidt-Grunert, K.-V. Schuetz,
E. Stahl and others.

The aim of the article is to analyse the group work
at German schools both as the form and as the method
of social educators’ work with children and the youth.
Tasks of the research are: on the basis of learning of ped-
agogical and methodological publications to light up the
features of the use of group forms and basic methods of
social specialists’ work in different types of secondary
educational establishments in the FRG, to describe in
details the usage of the project method in school social
educator’s group work.

The basic material of the research. Exposing the
question of forms and methods of work of German
school social educators it is necessary to emphasize that
in most cases it is difficult to delimit them. So, the social
work with a group or the group social work as well as
the individual work in Germany is determined as the
method of social work and as the form of social work, if
the amount of objects takes up as a criterion. The group
of clients is the object of social work [6].

Examining the group work as the form of social
work at school, we are marked out that in Germany in
July-August a school social teacher folds the curriculum
of these forms of work on the school year. Usually
he/she forms the list of different types of the group
work. After that the social educator discusses it on the
pedagogical conference with teachers and leaders of the
school. We should pay attention, that among the offered
forms and methods of the group work schoolchildren
and their parents can also choose in most cases. After
analysis and discussion the social specialists fold the ad-
justed plan of the group work with students. Analysing

practical experience of social teachers in the different
types of schools in Germany, we point out, that social
specialists during their work combine groups in differ-
ent way. A group can be:

— aseparate class;

— a part of the class;

— afew girls or guys from one class or from a par-
allel;

— some small classes consisting of peers.

At primary school a school social educator often
works with a certain class, having the aim to introduce
children with each other, to unite the class, to acquaint
pupils with standards of behaviour at school, to form un-
flagging rules of discipline during the lessons and
breaks and others.

In order to reach the aim social specialists use in
German schools continual trainings (from 2 days till 3
weeks). During this time pupils are free of lessons and
they are occupied only with their school social educator.

During the whole school year the school social ed-
ucator is using actively at primary school a lot of social
games, elements of stage adaptation, excursions with
pupils from different classes, he/she is taking part also
in the preparation for school parties (,,Merry Christ-
mas”, ,,Mother’s Day”, ,,Happy Easter!”, final summer
parties and so on).

Taking into account peculiarities of German edu-
cational system it becomes understandable, that social
educators in comprehensive, united and real schools at
the fifth form come across the same problems as their
colleagues at primary school. It means that children,
who have just finished primary school, enter the most
appropriate for them type of the secondary educational
establishment. That’s why at the beginning of the fifth
form every child gets into the new environment of class-
mates.

In order to help the children from the fifth form to
adapt better to a new school, school social educators are
working with every class separately during the whole
first week. In this case pupils don’t have any lessons the
whole week. School social educators hold social train-
ings, quizzes and different games. At the end of the first
social week they organize a concert or a theatrical per-
formance for parents and children because social spe-
cialists want to show what their pupils have reached.

The aim of all these forms and methods of the
group work is to show children their new school and
teachers, to bring the class together and also to pick out
such children who are in need of special attention and
supporting.
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In Germany from the fifth form a lot of different
teachers work with pupils, curriculum becomes harder,
new subjects appear. That’s why social educators in dif-
ferent types of school have no possibilities to hold long-
term trainings. In this case school leaders include regu-
lar social lessons in the school timetable for those clas-
ses, which are in need of the constant work with social
specialists. As a rule the supervising teacher of such
class appeals with this request to the school head. These
social lessons are compulsory for all pupils from this
class.

At these social lessons different topics and prob-
lems are discussing ( e.g. violence, mutual assistance,
fighting superstitions and others); empathic skills are
developing; social norms of conduct are studying (e.g.
politeness, tactfulness, reliability) and also democratic
liberties are speaking about (racial and religious toler-
ance, tolerant approach and so on) [5].

It is typical for social educators to use group work
at different secondary educational establishments due to
the sex of pupils, because children have reached the age
of puberty. Social specialists want that children under-
stand each other better, that’s why they use the method
“Girls’ Day” and “Boys’ Day”. School social educators
fix days in the timetable of group lessons, e.g. every
Tuesday is girls’ day, every Thursday is boys’ day. Dur-
ing these days children change their social roles. Girls
are playing football or basketball, discussing cars and
models. Boys are embroidering, weaving, discussing
fashion news and so on. On these days representatives
of the opposite sex mustn’t come to school social edu-
cators. The aim of such experiment is to show special
features of both sexes from within.

Different group forms of social work are used also
at vocational schools and gymnasia. School social edu-
cators make a tour of the city or in the country (e.g. a
trip to Berlin, Stuttgart, Frankfurt-am-Main and others);
visit museums, art galleries, exhibitions and so on. So-
cial educators hold preventive trainings with senior pu-
pils (topics are “Early sexual intercourse” or “Drugs
and alcohol. Their harm for your health”), preventive
programs “Teenagers to teenagers”, youth “Internet-
cafes”.

The age of students, who study at vocational
schools, is from 15 till 20 years, that’s why the subject
matter of preventive trainings and discussions are the
same. But as a rule social educators add such topics as
rapes, homosexuality, early abortions and so on. They
often invite different specialists (doctors, policemen,
psychologist) or show special films.

But the most widespread method, which school so-
cial educators use with groups of children in different
kinds of schools, is the project method. Social educators
use different projects. They can last only one lesson (e.g.
the project “Friendship and Love” devoting to St. Val-
entine’s Day); one day outside the school (e.g. climbing,
canoeing, the project “Cooking” in the café or restau-
rant); a few days (e.g. the project “Lowering Thresh-
olds” goes on 5 days) and long-term projects, e.g.
“School without Violence”.

When school social educators plan their new pro-
ject first of all they point out a target group and the aim
of this project. We can consider main features of pro-
jects in the project “Lowering Thresholds”. It was
worked out in 1997 and now school social educators
from Friedrich Ebert School (Frankfurt-am-Main) use
this project every year.

So, this project is for the 8-th formers. In 2012-
2013 school year it was from 10/06/2013 till
14/06/2013. Students were from Friedrich Ebert School
and United School Nordent (Frankfurt-am-Main). They
cooperated with youth organizations in their district.
These organizations have been united in the district
committee for 25 years. There are 30 different establish-
ments, agencies and centres. They work with pupils and
the youth (e.g. the youth centre KUSS41, the centre
for girls Mafald, the central children’s library, the sixth
police department, German organization for children’s
protection and so on).

The aim of this project is on the base of information
about different youth organizations to give every child
the feeling of protection and to prevent his/her isolation
and moral failure [4].

The main tasks of the project are:

e to familiarize children with peculiarities of
every organization;

e to show pupils forms and methods of work with
the youth in practice;

e to give the opportunity for children to work
with representatives of a certain centre on the spot;

e to extend the list of prepositions for social work
with the youth;

e to improve the structure of organizations from
the children’s point of view;

e to set the teamwork of committees and children.

For realization of these tasks are assigned 5 days.

On the first day school social educators work with
children at school. They give some information about
suggestions and main tasks of all institutions in this part
of the city. After that children analyze and discuss acute
problems and interests of the youth.

Next day representatives of establishments and or-
ganizations come to school and hold so called “The Fair
of Possibilities”. They show short films or presentations
about principles and methods of their work with chil-
dren and the youth. After that pupils unite in groups of
3-4 people and choose 2-3 centres or establishments
about which they want to know more. Among present
organizations they can choose not only those, which
give consultations, but also those centres, which are a
nice place for spending their free time. When children
have chosen the organization, work groups must coordi-
nate with a hand-picked committee time and duration of
their teamwork and prepare their list of questions.

On the 3d and 4 days of the project pupils attend
their establishments. They can discuss their own prob-
lems, learn the idea, forms and methods of work of this
organization, give their remarks or suggestions and so
on. They must also prepare the presentation of their ex-
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perience. Children may make their report as a presenta-
tion on computer, create a poster or prepare photos.
Some schoolchildren represent their report as a role-
playing game or verbal communication.

On the 5™ day pupils show their projects for class-
mates. They can also invite their parents, relatives or
friends. Children often invite the member of their organ-
ization. As a rule the presentations are bright and in-
formative. The atmosphere is so friendly. Usually this
project is realized very successfully.

Describing different forms of the group work and
some methods of school social educators’ work with
children, we should remind, that the group work in Ger-
many is carried out also as the method of social work.
The main point of the group work is in the communica-
tion with other children, who have some general features
or the same problems. In such group work the main way
of influence is the group (2-10 people).

Doctor, professor of methodology of social work
Michael Behnisch emphasizes in his researches that the
group is used for solving problems, emotional support-
ing and developing of self-confident. At the same time
in such groups can exist frustration and stress because
of individual features of pupils (e.g. unsociability, need-
less, reticence) or casting, which is typical for every
group [1].

We point out, that in Germany the method of group
work has a long history. In the middle of 1950s in spe-
cial social higher educational establishments in Western
Germany were included the courses of studying this
method. Gisela Konopka was the founder of group ped-
agogics.

Till the 1980s social group work with children in-
side and outside the school was topical. A lot of German
famous scholars developed this problem. They were
Karl Wolfgang Mueller, Heinrich Schiller, Klaus-
Volker Schuetz and others. But then the method of so-
cial group work lost their popularity due to spreading the
idea among German scholars, that children were not
able to social work in groups [2].

But contemporary German scholars in the field of
social group work (Juergen Kalcher, Walter Lotz, Gud-
run Maierhof, Marianne Schmidt-Grunert, Eberhard
Stahl) insist on the introduction of the method of social
group work into functions of social specialists. They
mark out that this method of school social work pro-
motes individual and social maturing of a child, helps to
develop pupils’ skills of communication in society and
build so called training ground for cooperation and so-
cialization of schoolchildren outside their family [3].

Conclusions of this research and prospects of
the further research in this direction. In conclusion
we can say, that in the modern period of the develop-
ment of school social work social educators often use
group work both as the form and as the method of their
work. It helps them to give more qualitative help and
support for children and the youth.

To further researches it is necessary to take the
analysis of main features of school social educators’
work with parents and nerwork.
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Kovalova O., Gavrysh O. School Social Educa-
tors’ Group Work in Germany

In the article the group work at German schools as
a form and as a method is carried out. The authors also
marks out the peculiarities of using of group forms and
main methods of social specialists’ work at different
kinds of middle schools in Germany. Special attention
is paid in the article to the describing of project method.
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COMPREHENSIVE MODERNIZATION OF RAILWAY TRANSPORT
AS AN INNOVATIVE EFFICIENT INSTRUMENT TO RAISE COMPETITIVE
CAPACITY OF A COMPANY

Problem definition. In the modern severe eco-
nomic environment of the country, industrial develop-
ment requires continuous raising of competitive capac-
ity from companies and cutting of considerable ex-
penses for transport services, therefore finding more ef-
ficient conditions of railway transport operation and cut-
ting expenses for logistics is a relevant issue.

Analysis of the latest researches and publica-
tions. Theoretical and practical aspects of efficient op-
eration of the railway field and railway transport are rep-
resented in works of many national and foreign scien-
tists such as, M.M. Adzhavenko, M. Babel [4], Yu.S.
Barash, V.P. Gudkov, V.L. Dikan, 1.O. Zharska, N.F.
Zenchuk, O.1. Zorin, D.M. Kozachenko, N.M. Kolesni-
kov, L.V. Kostyuchenko, M.V. Makarenko, Kh.V. Mat-
vienko, A.A. Mikhalchenko, M.I. Mischenko, A.V.
Momot, M.A. Oklander, O.V. Orlovska, T.V. Pepa,
0.0. Petrenko, O.M. Polyakova, R.Sh. Rustamov, L.G.
Chernyuk, E.N. Shirokova, and M. Shkoda [4].

The aim of the article is study of comprehensive
modernization as the innovative efficient instrument to
reduce transport costs under modern operation condi-
tions of large industrial and transport companies.

The main part. Under conditions of globalization
expansion only a market and a rate of return form com-
petitiveness of each company, therefore increasing effi-
ciency of its business operation is one of essential stra-
tegic targets of modern business development irrespec-
tively of a sphere of introduction and a field of applica-
tion. Thus, under conditions of increasing resource
shortage, significant price fluctuations at world com-
modity markets, deepening of competitive struggle both
at domestic and foreign markets, search of efficient so-
lutions for further development along with maintaining
of current market positions is becoming more and more
important. Introduction of more variable engineering
and information solutions allows to raise general com-
petitive capacity of each company in the short term.
These development trends are exclusive and intensive
way to restore production which involve more efficient
employment of resources without additional new factors
of production.

Introduction of the viable solutions often requires
large investments that is considered as an additional
build-up devoid any economic sense under conditions of
Ukrainian economy formation taking into account avail-
ability of considerable production facilities accumulated
during the Soviet period, low labour costs. Only some
companies build their own business on high-quality ef-
ficient bases creating modern production facilities and
service centers. Moreover the national government has
not yet found effective instruments to stimulate devel-
opment of the national economy and effort directions to
reach maximum synergy effect.

In the context of current high export orientation of
Ukrainian economy in a segment of low value-added
products, considerable dependence on import of energy
resources it is search and introduction of efficient en-
ergy-saving technologies and development of domestic
market of raw material resource consumption and pro-
cessing along with build-up of export of more techno-
logical products that is becoming of high priority. De-
velopment of the domestic market is that driving force
that will allow not only to increase a level of business
activity at the macroeconomic level but to reach macro-
economic stabilization as well as balancing of state
budget targets and reduction in unemployment level in
the mid-term. Certainly, operation efficiency is impos-
sible without introduction of a range of measures includ-
ing of fiscal and budget nature, and without smooth op-
eration of each element of the economic system.

Taking into account the selected topic, including
logistics aspects of activity carried out by industrial
companies and their associations, we will consider ap-
plied examples of increasing efficient of transport field
operation as an element of the general economic system
of the country. The transport field not only meets needs
of the national economy in freight and passenger opera-
tions, and due to the advantageous geographic position
it creates extra proceeds for the account of in-transit
handling of freight. Thus, according to results of 2015
contribution of transport to the GDP of the country
makes almost UAH 100 billion or 7.1% of its total
amount [1].
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Taking into account a raw material structure of
Ukrainian economy and availability of prevailing prod-
ucts that are most often transported (iron ore, metal
products, grain crops, construction materials), the larg-
est share in the freight operation structure falls on rail-
way transport (58.2% according to results of 2015 p.
[2]). Besides, railway transport also plays one of the
main service function for industrial companies — tech-
nological one, connecting transportation of raw materi-
als, intermediate goods, and finished products among
production departments into a single production com-
plex. Thus, depending on a producibility level of fin-
ished products railway transport forms up to 30% of
their value and correspondingly effects competitiveness
level of not only manufactured products but fields in
general, especially during a period of adverse market
conditions at world raw material markets. It is the sub-
ject of authors’ research — as a promising sector of in-
creasing efficiency of business entities.

Railway transport represents a separate production
and technological complex that includes in less detail:

e infrastructure (railway tracks and located on
them engineering structures, transmitting equipment
that are used to ensure transportation process);

¢ rolling stock (traction equipment and car fleet);

e loading/unloading points (handling equip-
ment).

Without taking into consideration support railway
transport and quiet large fleet of private cars, in the
transport field a prevailing form of ownership is state
form represented by Ukrzaliznytsia PJSC (100% of
shares are owned by the state [3]), which is a monopolist
at the railway transportation market.

Valid legislation sets almost exclusive right to
freight transportation only by traction equipment of

Ukrzaliznytsia PJISC, not admitting private companies
to railway transportation. However current physical
state of the traction equipment does not allow to meet
needs in railway freight transportation even under con-
ditions of significant reduction in transportation volume
observed during 2014 — 2015 (see Fig. 1).
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Fig. 1. Dynamics of traction equipment fleet owed
by Ukrzaliznytsia PJSC and transportation volumes
in 2010 — 2015 [2]

Analysis of dynamics of traction equipment fleet
indicated in Fig. 1 shows that in 2010-2015 reduction in
operating fleet of mainline locomotives and traction
equipment makes almost 27%, however transportation
volumes decreased only by 20%, that, in authors’ opin-
ion, is connected with general reduction in a freight base
due to deterioration of economic situation in the country
and aggravation of crisis phenomena in the world econ-
omy.

The authors illustrated a structure and quantity of
inventory stock of traction equipment owned by Ukr-
zaliznytsia PJSC as of 01.07.2015 (see Table 1).

Table 1
Inventory stock of traction equipment owned by Ukrzaliznytsia PJSC as of 01.07.2015
(units) All . park that is used _ _park that

working park reserve repair is not used
INVENTORY STOCK 3872 2 058 588 562 664
Diesel locomotives 2 152 1 065 309 281 497
mainline locomotives 719 247 93 118 261
mainiine freight locomotives 648 H.A. H.A. HA. HA4.
Mainline passenger locomotives 71 HA. H.A. HA. HA4.
diesel-locomotive shunters 1433 818 216 163 23
Electric locomotives 1720 993 279 281 167
freight 1191 H.A. H.A. H.A. H.A.
direct-current locomotives 676 H.A. H.A. HA. HA4.
alternating-current locomotives 515 HA. H.A. HA. HA4.
passenger 479 H.A. H.A. H.A. H.A.
direct-current locomotives 250 H.A4. H.4. H.A. HA4.
alternating-current locomotives 229 H.A4. H.4. H.A4. HA.
double-current 50 H.A. H.A. H.A. H.A.
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Analysis of inventory stock of traction equipment
by operating life illustrates wear out of all types of loco-
motives, namely: a number of locomotives with operat-
ing life exceeding 30 years makes over 84% and is 3236
out of 3872 locomotives being on the balance sheet of
the company. In authors’ opinion, this fact is connected
with insufficient level of traction equipment renewal
and actual performing of ‘state’ functions by Ukr-
zaliznytsia PJSC in financing of losses from passenger
transportation for the account of freight transportation.

The issue of traction equipment renewal along with
rehabilitation of infrastructure is one of long-term prior-
ity tasks of Ukrzaliznytsia PJSC that is proved by an in-
vestment plan of the company for 2016 — 2018 approved

[ | «for» \

innovative equipment
high performance characteristics

affordable owning cost during life cycle of a
locomotive

= after-sales service

«for»

COMPLETE

OVERHAULING

by the Ministry of Infrastructure of Ukraine in February
2016. It is planned to allocate over UAH 5.2 billion for
renewal of the traction equipment during this period.

The most urgent issue, that demands solution and
developed at the moment both by management of Ukr-
zaliznytsia PJSC and a private sector, is to select an op-
timum alternative of traction equipment renewal that
can include the following alternatives: complete over-
hauling with extension of useful life, modernization or
purchase of new equipment. Advantages and disad-
vantages of each of the offered alternatives are stated in
Fig. 2.

\
[ «for» \
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saving of fuel and lubricants: modern
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incompliance with environmental

compared to national analogues

reduction in idle hours and costs for
maintenance and repair: high reliability and
maintainability of modernized equipment
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significantly, to reduce forced idle hours
and to save costs for maintenance and
current repair

expenses for modernization are lower than
value of purchasing new equipment by 50-
0%

extension of service life up to 30 years
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content in Ukraine
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equipment modernization
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Fig. 2. Disadvantages and advantages of alternatives considered for traction equipment modernization
(the authors’ creation)

Essence of comprehensive modernization is in rad-
ical technical modernization of equipment: only an un-
derframe and a main frame are left from an old locomo-
tive and the rest assemblies and units are substituted for
new — that means that basing on the existing main frame
a new locomotive is built. According to experts of the
transport field, value of the mentioned modernization
makes Euro 900 thous. to Euro 1,800 thous.

Thus, despite of considerable accumulated experi-
ence in complete overhauling and its relatively low
value, further development of this approach to renewal
of traction equipment is unpromising. In authors’ opin-
ion, analyzing efficiency of using transport it is neces-
sary to put in the forefront such economic index as ‘life
cycle cost’ of a particular unit of equipment that covers
the whole scope of costs: capital expenditures to mainte-
nance costs. The stated point of view is economically

grounded by experience of Polish company, Cargo
(Polish Railways) [4, p. 13].

The authors have formed disadvantages and ad-
vantages of existing alternatives of traction equipment
renewal (see Fig. 2) where the alternative of comprehen-
sive modernization is the most promising. Productivity
increasing, saving of fuel and lubricants, reduction of
idle hours and costs for maintenance and repairs, lower
value as compared to purchase of new equipment and
extension of service life up to 30 years are referred to
positive economic changes in this alternative.

The research of applied aspects of each specified
alternative considered for modernization of traction
equipment in view of life cycle of locomotives allowed
to develop the following diagram (see Fig. 3) which also
proves perspective and accordingly efficiency of mod-
ernization both in medium and long term. In addition,
depending on loading and intensity of locomotive use
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costs for its modernization are repaid in 3-5 years. It
should be noted that the specified development model
showed itself in Baltic, European countries, and the RF
as the most progressive and efficient scenario of traction
equipment renewal.

According to the authors, analysis of life cycle cost
of locomotives based on gained experience in operation
of traction equipment after modernization (see Fig. 3)
proves efficiency of this model versus other alternatives

A Life cycle cost

Purchase of new
equipment

Comprehensive
modernization

— complete overhauling and purchase of new equipment.
Reduction in operational costs and increase in technical
readiness of equipment along with decrease of unsched-
uled failures allows to return investments in locomotive
modernization in 3-5 years depending on intensity of
loading operations and locomotive load.

Therefore, comprehensive modernization is the ef-
ficient instrument used to reduce operational costs and
accordingly costs of railway transportation.

-
e

—— - Total costs per locomotive after complete overhauling
—— - Total costs per locomotive after modernization
— — - Total costs for a new diesel locomotive

Traditional complete
overhauling

A\Operating cost saving

Years of operation_
Vd

M Fuel and lubricant saving

M Reduction in costs for maintenance and repair
M Efficient use of traction equipment

A

Comprehensive

L
Years of operation

Point of
return

Fig. 3. Life cycle cost of a locomotive and return on investment in its modernization
(summarized by the authors basing on [5])

Conclusions. It has been found that existing fleet
of traction equipment owned by both state and private
companies is significantly worn out — average age
makes over 30 years.

The analysis showed that obsolescence of traction
equipment along with physical ageing does not allow to
ensure even 70% of performance characteristics existing
at the market of new and upgraded equipment ana-
logues.

It has been proved that a model of locomotive op-
eration generally accepted in Ukraine lies in ‘operation
to failure’. Technical condition of rolling stock does not
allow to increase productivity of the fleet without in-
volvement of additional units of equipment that requires
additional solid investments.

It is found that along with shortage of traction
equipment on some transportation routes it is quiet dif-
ficult to assess capacity of repair service market in view
of availability of considerable excess power and re-
serves due to decrease in volumes of production and
transportation accordingly — operating fleet makes less
50% of inventory stock.

It has been substantiated that over 30% of traction
equipment reached age limits and is subject to disposal
through impossibility to extend its service life by means
of complete overhauling. In this case modernization is a
solution that will allow to effect the desired result with
extension of locomotive service life for up to 30 years.

It has been analyzed that experience of Poland,
Baltic countries, and the RF shows ability of the model
of traction equipment modernization not only in view of
performance characteristics, but also in view of life cy-
cle cost of locomotives — modernization is the most ef-
ficient scenario of traction equipment renewal with re-
turn in 5 years maximum.

Basing on analysis of technical and economic indi-
ces of railway transport renewal, it has been established
disadvantages and opportunities of different alternatives
considered for renewal of traction equipment (purchase
of new equipment, complete overhauling, comprehen-
sive modernization) among which comprehensive mod-
ernization is the most economically sound and efficient.

58

Exonomiunuii Bicauk Jlonbacy Ne 4(42), 2015



T. Logutova, M. Poltoratskyi

References

1. BasoBmii BHyTpimHIA mpoxykr 3a 2015 pik.
CHP-2008. Exonomiuna craructuka / HamioHanbHi pa-
xyHkd. KBapTasibHi HalliOHanbHI paxyHKH. JleprkaBHa
ciayx0a craTUcTUKU YKpainu [EnexkTpoHHHii pecypc]. —
Pexum moctymy: http://www.ukrstat.gov.ua/. 2. Ban-
TaxHi nepese3eHHs 3a 2015 pik. EkoHomiuHa craTmc-
tuka / Exonomiuna nisutbHicTh / Tpancmopt. lepxaBHa
ciyx0a craTucTuku YKpainu [ EnexTpoHHMiA pecypc]. —
Pexum mocrtymy: http://www.ukrstat.gov.ua/. 3. IIpo
YTBOpPEHHSI TyOJIYHOTO aKIiOHEPHOTO TOBApPUCTBA
«Yxpaincpka 3amizauig». [locranoa KMY Big 25 yep-
BHsI 2014 p. Ne 200, KuiB [Enextponnnii pecypc]. — Pe-
xuM poctymy: http://zakon3.rada.gov.ua/laws/ show/
200-2014-%D0%BF. 4. badeax M. MoaepHuzanus
TETJIOBO30B cepru M62 ¢ yueToM KpUTEPHSI CTOUMOCTH
»ku3HeHHoro nukia / M. baben, M. Illkoza // Bectauk
Tpancnopra [ToBomxbs. —2014. — Nel (43). — C. 13-18.
5. Ilpe3entanmus «MojepHHU3alus — palMOHATBHBIN
croco6 ooHoBNeHHs TArny», OAO «TemmoBo30peMOHT-
HEIH 3aBOIY, T. [ToaTaBa. — 2009.

JloryroBa T. I'. Iloaropauskuiit M. M. Komn-
JIEKCHA MOJepHi3auisi 3a,Ji3HUYHOI0 TPAHCIIOPTY AK
epekTUBHMI eKOHOMiuHMIi iHHOBauiiinmii iHcTpy-
MEHT MiABHUIIEHHS1 KOHKYPEHTOCTPOMOKHOCTI Mmi/-
MPHEMCTBA
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roToBoi mponykiii. OOIpyHTOBaHO MEpeNiK TmepeBar
MpH BUOOPI KOMITJIEKCHOT MOJIEPHi3allii, sIK JIEBOTO iH-
CTPYMEHTY TiJBUILIEHHS €(QEKTUBHOCTI (YHKIIIOHY-
BaHHS 3QJII3HAYHOTO TPAHCIOPTY MPOMHUCIOBUX 1
TPAHCIOPTHUX ITiIIPHEMCTB.

Kiouogi cnosa: TpaHCIIOPTHA TaTy3b, IHHOBAIIH-
HUH 1HCTPYMEHT, MPOMHCIIOBE MiJANMPHEMCTBO, KOMII-
JIEKCHA MOJIEpHi3allisi, BAPTICTb YKUTTEBOTO IIUKITY.
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BAaNlHOHHBII HHCTPYMEHT MOBBIIIIEHUSI KOHKYPEHTO-
CIOCOOHOCTH MpeINPUATHSA

B craTthe paccMOTpPEHBI TEOPETUIECKUE U TTPAKTH-
YecKhe acheKTbl OOHOBJIEHHS OCHOBHBIX CPEICTB Ke-
JIE3HOJIOPO’KHOTO ~ TPAHCIOPTa MPOMBIIUICHHBIX H
TPAHCIOPTHBIX HPEANPUATHH, KOTOPHIE MO3BOJIAT II0-
BBICHTH KOHKYPEHTOCIIOCOOHOCTB MPEAIPHSITHIA 32 CUET
CHM)KEHHUSI CTOMMOCTU TOTOBOH mponykiuu. OO60cHO-
BaH IIepeueHb MPEUMYIIECTB IIPH BHIOOPE KOMIUIEKCHON
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Logutova T., Poltoratskyi M. Comprehensive
Modernization of Railway Transport as an Innova-
tive Efficient Instrument to Raise Competitive Ca-
pacity of a Company

The article considers theoretical and practical as-
pects of modernization of railway transport owned by
industrial and transport companies that will allow to
raise competitive capacity of the companies due to de-
crease in value of finished products. It is substantiated a
list of advantages when choosing comprehensive mod-
ernization as the efficient instrument to raise benefits
from railway transport operation by industrial and
transport companies.

Keywords: transport industry, innovative instru-
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CONCEPTION OF THE PRESENT-DAY PENSION SYSTEM
AS A RESULT OF TRANSFORMATION PROCESSES
IN GLOBAL DETERMINATION

One of the central problems of social development
is living standards. Social welfare state can be consid-
ered as the most perfect form for manifestation of social
basis in social relations. Many of developed countries
have already come to the level corresponding to qualita-
tive characteristics of social state, provisions of which
are also the example for forming conceptions of devel-
opment of many countries. Principle of social welfare
state fixed in the Constitution of Ukraine means also
forming of adequate social standards for all categories
of population [1]. And the problems related to moneyed
assistance (material support) of the aged obtain large
significance in society. Anyhow, solution of these prob-
lems does falls within the scope of the basic interests of
every person.

However, the present-day stage of development
has also defined a number of global problems generated
by socialization of society. Gradual shift in priorities of
development towards satisfaction of human wants and
active promotion of their growth take place. As a result,
social structure is involved in gradual transformation
into consumer society when satisfaction of needs takes
place without any limitations. In this case problems of
valuation of environment, renewability of consumed en-
vironmental resources and ecology go by the wayside.
Under such conditions pension system has not only to
provide financial assistance and adequate level of con-
sumption for senior citizens but also to fulfill active
function in economic development without burdening of
economy with grand-scale expenses and slowing down
economic development. It is assumed that mixed pen-
sion scheme architecture satisfies these requirements
best of all. It is based on insurance principles and diver-
sified approach to the formation of retirement assets.
Their basic provisions are implemented by means of
joint and defined contribution systems of obligatory re-
tirement insurance and non-state pension provision
(non-contributory pension scheme) [2, 3]. Insurance
principles are the means to relate rate of retirement pen-
sion to pensionable service duration, wage level (earn-
ings) and insurance fees. It is assumed that insurance
principles for forming retirement assets can also inspire
all participants of pension relations to active participa-
tion in retirement insurance. And possibility of accumu-
lating pension plan assets and converting them into in-

vestment resources is considered as substantial potential
for development of economy and increase in its effi-
ciency. However, new concept of pension relations em-
bedded into domestic environment can be effective only
provided its harmonization with specific social-eco-
nomic conditions in the country. We must just note that
practice of functioning of three-pillar pension system
does not always justify optimistic forecast. For example,
there are relatively low rate of retirement pension within
pay-as-you-go pension scheme; non-state pension sys-
tem is small scale; and for defined contribution pension
system to be put into action during existence of com-
bined pension system in 2004 necessary conditions have
not been created. An additional point to emphasize is
that nowadays against the background of fast moving
globalization there is aggravation of economic and fi-
nancial problems taking the form of global structural
disbalances. This makes forecasting of financial-eco-
nomic processes for long-term perspective (required by
the provisions of present-day forms of retirement insur-
ance) problem-plagued.

Research into different aspects of pension system
functioning has found its way in the works of many
scholars and practitioners, among whom are N. Yu.
Borisenko, H. G. Nikitenko, O. G. Bilorus, O. V. Gav-
rilyuk, S. A. Rybak, V. S. Lukyanov and many others.
However, state of the art of the national retirement in-
surance is bombarded by continuing transformation pro-
cesses in economy, financial, political and other systems
of global space. This results in the necessity for it to be
studied in more detail and proves it topicality.

Thus, object of the paper is analysis of some as-
pects related to functioning of the national system of re-
tirement insurance in the context of the processes of
global social transformations, identification of issues of
concern and determination of the lines to improve the
conception of pension system in the process of social-
economic development of society.

Our research is based on a system approach using
general scientific methods: generalization, pooling,
analysis and synthesis. We used abstract-logical method
for making conclusions.

Transformation of the national pension system (re-
tirement plans) is component part of the national trans-
formations. However, under the conditions of global
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trends in social development the process of pension ad-
justment is beyond the scope of separate state. Thus,
pension transformations can be considered to be the re-
sult of world-wide (global) transformations. It is signif-
icant that pension relations influenced by globalization
acquire peculiarities inherent to it. Specifically, globali-
zation is understood as gradual transformation of global
space into a single zone where capital, commodities and
services migrate easily, as well as ideas are disseminated
and their carriers move freely stimulating development
of modern institutions and smoothing mechanisms of
their interaction [4, p. 6]. Thus, interconnection of infor-
mation space not only makes information on economic,
social and cultural life of the nation accessible. Common

positions, objectives and criteria of economic develop-
ment, quality of life and social standards are being
formed in global space. We are of the opinion that pen-
sion system category in the context of globalization can
be represented as a system of social relations through
which moneyed assistance of pensioners is carried out
that reflects social regulations of pension provision on
the national level by means of pension payment rates
and indicators of social guarantees.

One of the main criteria of multinational evaluation
of pension domain is the ratio of pension expenses
within the state to the volume of gross domestic product
(GDP). Index of the ratio of pension expenses to the vol-
ume of GDP is shown in Table 1.

Table 1
Pension expenses as a percentage to GDP

Country 2000 2010 2020 2030 2040 2050
Ukraine 8.7 16.3 15.2 18.8 20.9 24.2
Germany 8.8 10.2 10.5 11.5 12.1 12.3
France 10.5 13.5 13.6 14.2 14.4 14.2
Great Britain 5.5 6.7 6.9 7.6 8.0 8.1
USA 5.1 4.9 5.3 6.0 6.0 5.7
The Netherlands 53 6.5 7.8 9.3 10.3 10.3
Denmark 7.1 9.4 10.6 10.6 10.4 9.6
Russia 4.7 9.4 10.8 14.0 154 18.8
Poland 8,5 10,8 9,7 9.4 9,2 9,1

Source: USAID documents [5].

What stands out is the tendency to fast moving
growth of this index in Ukraine. In analytical report
Risks, threats, priorities and consequences of refor-
mation of pension system in Ukraine it is observed that
in the absence of reforms by 2050 this index will be the
highest [6, p. 21]. It is significant that the given ratio
does not characterize qualitative aspect of constituent
indices. However, the level of pension maintenance re-
mains relatively low. Index of GDP in this ratio charac-
terizes economic capabilities of the state to defend so-
cial sphere. Without analysis of the completeness of for-
mation and structure it is neither illustrative of the eco-
nomic strength of the state. Shadow economy (informal
sector), not reflected in official statistics, is class of its
own challenges in international practice of GDP analy-
sis. Consequently, society obtains distorted interpreta-

tions of qualitative characteristics of economic and so-
cial spheres. Therefore we deem it advisable use of
methodology of GDP formation with obligatory account
of shadow economy volumes. This circumstance must
be embodied in formation of the methodology for social
indicators, where GDP index is used.

It is assumed that development of pension systems
deals with demographic problems almost in all countries
of the world. Arguably, population profile is one of the
driving forces of social-economic development. Aging
of population has influence with conceptualization of
pension systems as a result of different circumstances.
Resiliency of pension system especially depends of the
capability to provide financial support to growing num-
ber of pensioners. Ratio percentage of senior citizens in
the overall structure of population is shown in Table 2.

Table 2
Ratio percentage of senior citizens in the overall structure of population

Share of persons aged older than 60 Share of persons aged older than 65

2020 2030 2050 2020 2030 2050
Europe 25.6 29.3 34.2 19.0 22.6 274
Eastern Europe 23.5 26.0 33.6 16.6 20.1 254
Western Europe 28.3 33.1 35.2 21.5 25.8 28.9
Northern Europe 24.6 274 29.5 18.7 21.2 23.5
Southern Europe 26.6 31.5 37.5 20.3 24.0 314

Source: World Population Prospects [7]

Researchers noted that Europe is the largest region
with the highest ratio percentage of senior citizens older
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than 65. The structure of senior citizens is 21.0 % of per-
sons of the age of 60, and a share of persons older than
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65 is 16.0 %. According to the forecasts, this indicator
will rise in the long view, especially in countries of
Northern and Eastern Europe [8, p. 26]. Therefore social
policy of European and a number of other countries is
focused on minimization of negative consequences
against risks of aging of population. It must be said that
this tendency is typical also for other regions of the
world. According to N. Yu. Borisenko, formation of the
ideology of present-day pension system must be based

on the objective assessment of demographic situation.
This is because practically all demographic indicators
related to the problems of pension maintenance are
budget-forming [9, p. 109]. Predominance of one or an-
other demographic group in the structure of population
defines flows of funds of budget revenue and spending
of the corresponding pension fund. Basic demographic
and other statistics is shown in Table 3.

Table 3

Demographic and other statistics related to social security, 2012

1 o - 1o~

5. E gﬂ § é \:, Life.expectancy at Life expectancy age Early pensionable GDP per

= £ : k- birth (years) age capita

=] [ P

Country s 50 o o (USS)

=S &8 =Y men women men women men women
Albania 3.2 9.7 47.8 74.2 80.4 65 60 62 57 8.716
Andorra 0.09 13.0 40.0 80.4 84.7 65 65 c c 37.200
Austria 8.4 17.6 47.8 78.4 83.6 65 60 63.5 58.5 38.818
Belarus 9.6 13.6 40.0 65.2 76.4 60 55 c c 13.040
Belgium 10.7 17.4 52.2 77.2 82.8 65 65 60 60 36.313
Bulgaria 7.5 17.5 45.4 70.3 77.1 63.33 60.33 c c 13.870
Croatia 4.4 17.2 47.5 73.3 80.4 65 60.25 60 55.5 19.986
Cyprus 1.10 11.6 41.5 77.7 82.1 65 65 63 63 30.848
Czech Republic 10.5 14.8 40.6 74.7 81.0 62.5 61.33 59.5 58.33 25.581
Denmark 5.6 16.5 52.6 76.7 81.4 65 65 c c 37.720
Estonia 1.3 17.2 48.3 69.8 80.0 63 61 60 58 19.693
Finland 5.4 17.2 51.0 77.2 83.3 65 65 62 62 35.265
France 62.8 16.8 54.2 78.5 84.9 60 60 c c 33.674
Germany 82.3 20.4 51.2 78.2 83.0 65.08 65.08 63 63 36.338
Greece 11.4 18.6 49.5 77.6 82.6 65 62 60 57 29.617
Guernsey 0.65 17.1 47.1 79.6 85.0 65 65 c c 44.600d
Hungary 10.0 16.5 45.3 70.8 78.5 62.5 62.5 c 20.312
Iceland 0.32 12.0 48.8 80.3 83.8 67 67 65 65 36.795
Ireland 4.5 11.7 49.0 78.4 83.2 65 65 c c 40.697
Isle of Man 0.85 18.2 533 79.2 82.5 65 60 c c 35.000d
Italy 60.6 20.4 52.5 79.2 84.6 66 62 c c 32.430
Jersey 0.95 14.8 45.6 79.1 84.0 65 65 63 63 57.000
Latvia 23 17.8 46.3 68.8 78.5 62 62 60 60 16.437
Liechtenstein 0.37 15.0 45.0 79.4 84.2 64 64 60 60 141.100
Lithuania 33 16.1 44.8 67.2 78.3 62.5 60 57.5 55 17.308
Luxembourg 0.51 13.9 46.4 77.6 82.7 65 65 60 60 83.820
Malta 0.42 14.1 40.9 77.6 82.3 61 60 c c 24.814
Moldova 3.6 11.2 38.5 66.2 73.5 62 57 c c 2.854
Monaco 0.03 26.9 64.5 85.7 93.8 65 65 60 60 63.400
Netherlands 16.6 15.3 49.3 78.9 82.8 65 65 c c 40.676
Norway 4.9 14.7 50.2 79.1 83.5 67 67 c c 56.214
Poland 38.3 13.6 39.7 72.2 80.6 65 60 c c 18.905
Portugal 10.7 17.9 49.4 76.8 82.8 65 65 55 55 24.920
Romania 21.5 14.9 43.1 70.6 78.0 64.25 59.25 59.25 54.25 14.278
Russia 143.0 12.8 38.6 63.3 75.0 60 55 c c 18.932
San Marino 0.03 18.0 52.9 80.6 85.8 65 65 60 60 36.200
Serbia 9.9 14.3 47.0 72.5 77.1 65 60 53.67 53 11.893
Slovak Republic 5.5 12.1 37.4 71.9 79.5 62 59.75 60 60 22.882
Slovenia 2.0 16.5 43.6 76.1 82.8 63 61 c c 27.133
Spain 46.1 17.0 46.9 78.8 84.8 65 65 c c 32.150
Sweden 9.4 18.2 53.3 79.7 83.7 65 65 61 61 37.377
Switzerland 7.7 16.7 46.9 80.2 84.7 65 64 c c 45.224
Turkey 72.8 6.0 47.9 72.0 76.6 60 58 c c 13.668
Ukraine 45.4 15.5 42.2 63.5 74.6 60 55.5 c c 6318
United Kingdom 62.0 16.6 514 78.3 82.4 65 61 c c 35.155

Source: Pension Markets in Focus [8]

GDP — Gross Domestic Product

a. Population aged 14 or younger plus population aged 65 or older, divided by population aged 15-64.
b. General early pensionable age only; excludes early pensionable ages for specific groups of employees.
c. The country has no early pensionable age, has one only for specific groups, or information is not available.

d. Data dates from 2005 or earlier.
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It is important to emphasize that the highest indices
for older persons in the overall structure fall on the larg-
est economies: Monaco, Germany, Italy, Sweden, Aus-
tria and Belgium. The biggest life expectancy is typical
for most of these countries. For respective pension sys-
tems prolongation of retirement period in the persons’
life assumes additional expenses of financial resources.
Also worth noting is that the above mentioned and a
number of other developed countries differ also in high
GDP indices per a person. This means availability of po-
tential financial possibilities for functioning of pension
systems even under conditions of increasing population
pressure. Together with adverse demographic determi-
nants (as it appears from Table 3), GDP volume per a
person in Ukraine is also the lowest among the countries
under consideration. Under such conditions solution of
the problems of social welfare is particularly troubled
and requires activation in economy. The idea is that
qualitative social security is possible provided achieve-
ment of definite level of economy and increase in the
volumes of government receipts (public revenues).
However, according to S. O. Rybak, countries with low
level of revenues, expanded poverty and considerable
part of illegal sector of economy require more increase
in the amount of social security than others [10, p. 17].
The author’s argument is that social insurance in devel-
oping countries has to be not only financially accessible
but can also serve as a necessary factor for long-term
and stable growth [10, p. 17]. Researchers more than
ever agree that present day welfare system must execute
stimulant and not compensatory function, which is more
typical for American model. This model is focused on
securing social protection of only those categories of
people who are deprived of any other sources of income
except welfare payments. However, conditions for high
living standards are created. Social welfare model em-
ployed in Scandinavian countries can be called most so-
cially-oriented. High standard of social welfare here is
considered as right at law and is provided mainly as state
funds (budgetary financing) [10, p. 18]. German (conti-
nental) model differs in large volume of GDP redistrib-
uted for social goals and developed system of welfare
[10, p. 18]. The outstanding feature of this model is syn-

ergies between duration of participation and level of so-
cial welfare. Compared to said system Anglo Saxon
model provides powerful capabilities of pension fund
scheme (pension maintenance) with or without partici-
pation of a person in it on the grounds of principles of
solidarity. We understand that enumerated models are
inherent to economically developed countries, where
ideology for constructing social welfare systems is
based on achievement of high living standard, including
that of pensioners. At the same time accelerated trans-
formations in economy and financial sphere stimulate
development of new forms and methods for solution of
social problems. For this purpose formation of the ide-
ology of pension transformations assumes also account
of peculiarities of social development, the achieved
level of its socialization, quality of social policy being
carried out, availability of insurance traditions as well as
attitude of community to age and many others. This is
accounted for variety of social and pension plans. It is
important to emphasize that practically all available
forms of social assistance are represented in the national
social protection system as well as throughout European
space. In Ukraine national model of pension system has
been formed on the grounds of appraised foreign con-
ceptions. However, unique characteristic of the national
forms of social insurance, especially of retirement pen-
sion insurance, is focus on poverty minimization and se-
curing the adequate level for satisfaction of social needs.
Recently the quality of social protection is increasingly
connected with the volume of financial resources accu-
mulated as part of specific type of social (retirement) in-
surance. The main sources of financial resources of pen-
sion plans are insurance contributions paid by insured
and insured persons at the fixed rates. Issues related to
the rates of social contributions and distributions of fis-
cal burden among payers are the most polemical in aca-
demic and practical environment. Most of Ukrainian
scholars hold the view that there is interdependence of
increase in pension system financial resources on the
conditions related to the decrease in the rates of insur-
ance payments. The main contributions rates fixed in the
European countries are shown in Table 4.

Table 4
Contributions rates for social security programs, 2012 (in percent)
Old age, disability, and survivors All social security programs a
Country Insured Employer Total Insured Employer Total
person person

1 2 3 4 5 6 7
Albania” 8.8 12.8 21.6°¢ 11.2 16.7 2794

Andorra 5.5 145°¢ 20°¢ 5.5 14.5 20
Austria” 10.25 12.55 22.8 17.2 15.15 42.35
Belarus 1 28 29 1 343 353
Belgiumb 7.5 8.86 16.36 13.07 24.8 37.87
Bulgariab 7.9 9.9 17.8 12.9 17.8 30.7¢
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Ending of Table 4

1 2 3 4 5 6 7
Croatia” 20° 0 20° 20 17.2 372¢
Cyprus” 6.8¢ 6.8¢ 13.6° 6.8 6.8 13.6°
Czech Republic” 6.5 215 28 1 34° 45 %
Denmark f f f I I 16 4
Estonia 2 20 22 48 34.4 3927
Finland 5.15 17.65 228 7.99 22.39 30387
France 6.75% 9.9°¢ 16.65% 9.9 32.68° 42.58°¢
Germany " 9.8 9.8 19.6 20.425 20.845 4127¢
Greece 6.67 13.33 20 12.05 22.6 34.65
Guernsey 6° 65¢ 125° 6 6.5 125
Hungary " 10 27°¢ 37¢ 17.5 27" 445"
Iceland 4 15.79°¢ 19.79¢ 4 15.79 19.79¢
Ireland 4° 425° 8.25° 4 4.25 8.25'
Isle of Man 11° 12.8° 23.8° 11 12.8 23.8¢
Italy” 9.19 23.81 33 9.19 31.78 40.97
Jersey 52° 53¢ 10.5° 6 6.5 1259
Latvia 11° 24.09°¢ 35.09°¢ 11 24.09 35.09°
Liechtenstein” 10.55 12.75 233 12.55 19.7° 3225°
Lithuania 3 233 26.3 9 30.98 39.98¢
Luxembourg 8 8 16 12.45 122 24.55¢
Malta” 10° 10° 20° 10 10 20
Moldova’ 6° 23¢ 29¢ 6 23 29
Monaco” 6.15" 6.15" 123" 6.15 21.85° 28°
Netherlands” 19 5.7 24.7 232" 19.12 423"
Norway 78°¢ 14.1° 219° 7.8 14.1 21.9¢
Poland” 11.26 14.26 25.52 2271 17.38 40.09¢
Portugal 11° 22.25°¢ 34.25° 11 23.75 34.75
Romania 10.5 31.3 41.8 16.5 38.85 5535
Russia” 0 2 2 0 302 3027
San Marino 42° 16.1° 203° 47 30 34.7
Serbia” 1° 1° 2°¢ 17.9 17.9 35.8¢
Slovak Republic” 7 20 27 16.4 33.2 49.6°
Slovenia 155° 8.85° 2435°¢ 22.1 16.1 3827
Spain” 47°¢ 23.6° 283° 6.25 31.08 37337
Sweden 7% 10.21°% 17.21 7 20.92' 27927
Switzerland " 11.9 11.9 23.8 13.25 13.35° 26.6°
Turkey 9 11 20 15 215 36.6
Ukraine” 2¢ 332°¢ 352°¢ 2.85 37.2 40.05
United Kingdom” 9.95° 11.9¢ 21.85°¢ 12 13.8 25.8¢

Sources: Based on information in the country summaries in volume “Social Security Programs Throughout the World:
Europe, 20127 [11]

a. Includes Old Age, Disability, and Survivors; Sickness and Maternity; Work Injury, Unemployment: and Family
Allowances. In some countries, the rate may not cover all of these programs. In some cases, only certain groups,
such as wage earners, are represented. When the contribution rate varies, either the average or the lowest rate in
the range is used.

Contributions are subject to a ceiling on some benefits.

c. Also includes the contribution rates for other programs.
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grams.

benefits.
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cost of voluntary unemployment insurance.

The data given allows referring total rate of social
contribution in Ukraine to the category of the highest
(together with Hungary, Latvia, Italy, Portugal, and Ro-
mania). In estimating payment parameters load sharing
between insured and insured person comes under notice.
Most of the countries share it among participants of pen-
sion relations equally. In Ukraine as well as in Russia,
Byelorussia and Lithuania the main burden of insurance
obligations is charged to the employer. We consider
amount and structure of earnings subjected to taxation
an integral part of the insurance payment analysis. Only
such integrated assessment can give objective and con-
sistent description of the level of fiscal burden for pay-
ers. This demand is of particular importance in condi-
tions of accumulative forms of retirement pension insur-
ance that assumes use for these purposes of clear bal-
ance of personal incomes of insured persons. Under con-
ditions of deficiency of internal funds development of
these forms of retirement pension insurance takes place
deliberately that can be observed through the example
of development of this segment of pension insurance in
Ukraine.

It is important to emphasize that behind any of ex-
isting forms of pension system is a real sector of econ-
omy. Within joint system maturity of economy enables
to form receptive labour market and coverage by retire-
ment insurance of all economically active employees
and self-employed persons and also to provide a definite
wage level (income). This eventually allows forming
considerable retirement assets of the insured person and
also to direct part of the funds for participation in non-
state retirement insurance. Defined contribution pension
systems can efficiently capitalize pension savings being
accumulated provided availability of qualitative invest-
ment environment and instruments of capitalization. In
this case investment resources of pension funds stimu-
late not only development of economy but also financial
market with its infrastructure. S. Ya. Veselovsky pays
attention to intense internalization of economy inherent
to globalization processes. In his opinion this process
disturbs existing traditional instruments for control of
developing economy (taxation policy, income policy,
industrial and structural policy and other components)
[4, p. 86]. He also reports of progressively stable action
on inner market dynamic (of countries) from the direc-
tion of transregional capital markets, raw materials re-

Plus flat-rate contributions for medical benefits.

Government pays for most of the cost of family allowance benefits.

Government pays the total cost of unemployment benefits.

Disability benefits are paid under another program.

Government pays the total cost of basic unemployment insurance: employer and employer and employee pay the

Government pays the total cost of family allowances.
Employers pay the total or most of the cost of work injury benefits.
A set amount for Old Age, Disability and Survivors (ATP). Central and local governments finance other pro-

Contributions finance old-age benefits only. Additional contributions are required for survivor and disability

sources, and commodities, which takes global forms.
Analysis of peculiarities of the recent crisis permitted to
define distinctive features of the functioning of eco-
nomic sector under the current conditions. According to
O. G. Bilorus and O. V. Gavrilyuk, these peculiarities
are expressed in slowdown in the growth of real sector
of economy and in acceleration of growth of security as-
sets (capitalization of economy), deterioration in quality
of the assets of stock market because of the rise of the
part of speculative derivatives and government liabili-
ties without reliable guarantees of repayment and also in
fast-moving build-up of money supply [12, p. 11]. The
authors point to the impossibility of today’s capitalism
to guarantee expanded reproduction of real economy
that explains presence of dysfunctional fiscal systems of
western countries [12, p. 11]. Financial domination of
small group of donor countries, their real monopoly on
financial resources and control of financial flows in
global space are also considered as outstanding charac-
teristics of financial globalization. The result of such
policy, according to V. S. Lukyanov, is chronicle finan-
cial insufficiency of peripheral countries. The conse-
quence of this is violent behavior of the so-called inter-
national financial hunters, growth of external debts of
peripheral countries, and ultimately, blowing up of their
financial sovereignty [13, p. 64]. Researchers also pay
their attention to the essential deepening of present-day
global disbalance between consumption and accumula-
tion, which in recent decades was considered as genera-
tor of global economic development. The demand in
countries with high level of consumption, to start with
USA, stimulated export production in countries with
high level of accumulation, China, in the first place. Un-
der present conditions, as noted by the authors, such
mechanism does not work. Aligning of said disbalance
inevitably creates difficulties both in investment-ori-
ented countries and in countries with consumer model
of economy. For the former this means narrowing of ex-
ternal demand, for the latter — deterioration of the
achieved living standards, for which they hardly will
agree [12, p. 11]. Besides, aggravation of antagonism
between labour and capital, economic development and
environment, allocation of resources and productive
forces, national regulation and global character of inter-
national trade and finances, migration processes and
many other problems are observed [12, p. 12]. To some
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extent modern conception of retirement insurance is di-
rected to smoothing of contradictions and disbalances in
economic relations. Integrating employer-employee re-
lationship, economy, and financial sector, different
forms of retirement insurance can have positive effect
on abovementioned spheres through insurance mecha-
nism. Along with this highly uniform development of
accumulative forms of retirement insurance is observed.
Accumulative pension funds are widely spread in Aus-
tralia, Great Britain, Canada, Switzerland, and Spain
[8]. Availability of pension savings funds in Ukraine is

indicative of the demand for this type of retirement in-
surance. The rate of capture of potential contingent and
level of financial stability (taking into account capability
of settling debts on available liabilities) can serve as
evaluation of viability of this sphere of retirement insur-
ance. The volume of debt capital (outside funds) and ca-
pability to invest it into qualitative investment environ-
ment defines financial capabilities of the given pension
fund or type of retirement insurance. Amount of invest-
ment of pension funds as a percentage of GDP is shown
in Table 5.

Table 5
Total investment of pension funds in OECD and selected non-OECD countries, 2004-2012.
As a percentage of GDP
2004 2005 2006 2007 2008 2009 2010 2011 2012
1 2 3 4 5 6 7 8 9 10
Australia 70.06 78.36 87.90 106.55 93.44 82.84 89.83 92.93 91.73
Austria 4.42 4.78 4.92 4.80 4.44 5.09 5.37 4.93 5.31
Belgium 3.96 4.38 4.19 4.40 3.29 4.05 3.74 4.22 4.58
Canada 5391 58.21 63.18 62.41 51.43 60.19 64.54 63.64 67.28
Chile 55.97 55.62 57.53 61.01 49.82 61.76 62.99 58.53 60.03
Czech Republic 341 3.96 4.35 4.57 4.98 5.74 6.13 6.47 7.13
Denmark 30.76 33.77 32.62 32.38 47.01 43.13 49.28 49.56 50.06
Estonia 1.77 2.66 3.58 4.41 4.53 6.92 7.48 7.11 8.71
Finland 61.87 68.57 71.88 70.62 60.72 77.22 82.84 76.14 79.33
France 0.02 0.04 0.07 0.10 0.16 0.21 0.25 0.33
Germany 3.82 4.07 4.23 4.64 4.77 5.32 5.40 5.71 6.28
Greece 0.01 0.01 0.02 0.02 0.04 0.04
Hungary 6.85 8.46 9.76 11.07 9.67 13.31 14.90 3.80 3.25
Iceland 106.43 119.63 129.63 130.98 112.87 119.25 124.18 128.81 141.00
Ireland 41.50 47.80 49.37 45.89 35.51 44.77 48.25 45.47 49.21
Israel 26.13 31.40 31.10 32.70 42.38 46.54 48.87 49.29 52.04
Italy 2.54 2.77 2.99 3.23 341 4.11 4.56 4.87 5.60
Japan 24.93 27.12 26.15 25.63 23.09 26.66 25.29 25.18 26.34
Korea 1.59 1.73 2.79 2.84 2.98 3.55 3.95 4.46 5.35
Luxembourg 0.34 1.06 1.04 1.00 1.04 2.34 2.00 1.95 2.03
Mexico 5.63 9.02 10.17 9.97 10.11 11.84 12.78 12.90 12.31
Netherlands 108.12 120.67 124.37 135.10 112.74 118.60 129.54 136.19 160.21
New Zealand 11.50 11.38 12.39 11.42 10.44 11.87 14.16 15.67 16.67
Norway 6.51 6.66 6.73 6.96 6.00 7.35 7.63 7.32 7.56
Poland 6.77 8.72 11.11 12.01 10.95 13.49 15.74 14.99 17.19
Portugal 10.17 12.30 13.17 13.20 11.79 13.01 11.41 7.74 8.76
Slovak Republic 0.49 241 3.72 4.75 6.32 7.41 8.39 9.54
Slovenia 0.90 1.27 1.58 1.81 1.91 2.57 3.06 3.31 3.71
Spain 6.62 7.23 7.48 8.21 7.18 8.13 8.03 8.00 8.41
Sweden 7.28 8.96 9.11 8.53 7.27 8.24 9.47 9.19 10.48
Switzerland 104.02 113.26 114.81 111.96 94.84 108.04 108.48 106.87 113.63
Turkey 0.39 0.67 0.74 1.22 1.49 2.28 2.35 4.13 3.80
United Kingdom 66.73 76.84 81.60 77.38 64.38 80.20 87.90 95.26 95.66
United States 73.02 74.14 76.36 76.81 58.68 69.16 73.84 72.31 74.46
Selected non-OECD countries
Albania 0.005 0.009 0.013 0.016 0.012 0.020
Argentina 12.10 12.69 13.57 11.51 0 0 0 0 0
Bolivia 19.84 21.50 19.99 21.53 22.60 26.68 27.72 .
Brazil 17.88 16.40 13.60 14.99 14.30 13.83 14.66
Bulgaria 1.99 2.46 2.94 3.87 3.32 4.64 5.67 6.11 7.36
China 0.31 0.37 0.42 0.57 0.74 0.70 0.76 0.93
Colombia 8.59 11.43 11.29 15.05 14.38 13.28 16.13 16.88 18.19
Costa Rica 4.66 5.78 6.73 6.19 7.13 7.95 7.62 8.66 9.76
Croatia 3.54 4.38 5.63 6.85 6.85 9.32 11.76 13.03 16.02
66
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Ending of Table 5

1 2 3 4 5 6 7 8 9 10
Dominican 0.66 1.28 1.82 2.41 3.11 4.07 4.78 5.57 6.63
Republic
Egypt 2.44
El Salvador 13.60 16.86 18.70 20.16 21.16 24.82 26.55 26.81 28.85
Gibraltar 1.67
Hong Kong 22.60 24.26 27.25 30.44 27.38 31.49 34.16 31.87 34.29
India 019 017 030
Indonesia 2.41 2.20 2.24 2.22 1.84
Jamaica 15.83 16.82 19.64 19.69 20.87 22.46 22.83 22.12
Kenya 11.12 12.09 13.81 12.92 12.92 16.93 15.24 17.14
Kosovo 15.08
Latvia 0.99 1.32 1.61 0.70 0.85 0.79 0.90
Lesotho 10.78 12.58
Liechtenstein 40.46 41.18 55.60 ... ... ...
Macedonia 0.86 1.22 2.13 2.88 3.48 4.61
Maldives 3.99 7.83
Malta 0.52 8.42
Mauritius ... ... 1.81
Namibia 75.08 73.10 78.19
Nigeria 4.10 4.46 5.48 6.89 6.33 7.73
Pakistan 0.007 0.007 0.008 0.009 0.010 0.016
Panama 0.35 0.45 0.52 0.54 0.61 0.66 0.70
Peru 10.94 12.49 15.27 18.25 13.60 18.41 20.24 16.83 18.41
Romania 0.003 0.18 0.49 0.89 1.23 1.74
Russian
Federation 0.86 0.93 0.84 1.35 1.84 3.10 3.48
Serbia 0.13 0.27 0.34 0.39 0.48
South Africa 78.25 81.72 91.71 96.15 86.73 78.22 82.51 81.97
Suriname 14.53 13.09 10.01
Thailand 4.70 4.87 4.98 5.18 5.13 5.71 5.72 5.87 6.15
Trinidad
and Tobago 18.25 17.09
Ukraine 0.06 0.11 0.11
Uruguay 11.26 12.21 13.39 13.24 10.99 14.68 17.26 17.23 19.41
Zambia 4.07 3.77

Source: Pension Markets in Focus 2013. OECD. [8]

Thus, the largest ratio of investment resources with
relation to volume of GDP is in Australia, Finland, Swit-
zerland, Island, the Netherlands, and USA. The infra-
structure of pension funds is represented by forms dif-
ferent in their sizes. It is significant that for countries
with developed and stable infrastructures of pension
funds indicative is existence of insurance traditions and
insurance culture. The test parameter in Ukraine is neg-
ligibly small as compared to other countries. It can be
due to at least two reasons. Low income hurts the
chances of inflow of retirement savings (pension assets).
Absence of effective investment environment narrows
down potentialities for capitalization of assets being
saved and does not stimulate investment of them into
saving funds. Bank investment instruments are the basic
investment sphere in Ukraine where investment re-
sources are mainly directed to. Real sector of economy
is represented by traditional production branches: me-
tallurgy, machinery manufacturing, chemical industry
and others. Plants of these industries are usually raw ma-
terial- and energy-intensive, cost-demanding and non-

competitive. It is observed that just fiscal market in the
modern fiscal system is potentially one of the most effi-
cient mechanisms for attracting and distributing invest-
ment resources. It could be the base for securing eco-
nomic stability and conducting structural reforms. How-
ever, according to researchers, stock market in Ukraine
is in critical state with regard to liquidity and capability
for capitalization. At the same time poor development
of marketable investments narrows greatly competitive
power of Ukraine relating to the issues of obtaining in-
vestments from international capital markets and accu-
mulation of funds of internal investors [14, p. 27]. Hor-
rible state of valuable securities is considered as the out-
come of government’s attitude to stock market not as the
source of resources for development of economy but as
a source for filling national budget. For this purpose real
monopolization of the whole branches of economy has
decreased the number of the instruments of stock market
to a critical level. And poor development of stock mar-
ket infrastructure has slowed down circulating of capital
that induces capital outflows of national and foreign in-
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vestors [14, p. 27]. At the same time functioning of var-
ious pension plans in Ukraine contributes to formation
of investment resources and activation in demand and,
consequently, to promotion of economic activity of part-
icipants of business activity. Such investment potential
is being created in the countries with developed system
of pension funds. It is specific that by the level of oblig-
atory payments into pension funds throughout GDP
such countries lead the way: Australia, Finland, Island,
Switzerland, and the Netherlands [8]. The rate of re-
ceipts from pension payment in Ukraine is characterized
by low level and is between Albania and Pakistan. Thus,
low level of real internal sources for formation of retire-
ment assets within defined contribution pension insur-
ance is a limiting factor for both development of econ-
omy and increase of living standards. High level of pen-
sion payments as part of GDP is also typical for coun-
tries with developed economies and actively functioning
funded forms of retirement insurance: Australia, Can-
ada, Finland, Island, the Netherlands, and Switzerland
[8]. Distinctive feature of the funded forms of the na-
tional retirement insurance is comparatively low income
level. Of course, it is difficult to analyze this index in
isolation from the level of pension payments under other
pension plans existing in the country. It is important to
emphasize that low level of incomes saved for retire-
ment age from different sources builds up pressure on
government sources of payments. Whenever national
pension is the only source of revenues of a person, its
low rate leads also to dissatisfaction of the acting pen-
sion scheme and to the growth of social strain in the
country. Therefore the purpose of pension schemes (sys-
tems) under such conditions is elaboration of the model
capable apart from accomplishment of social tasks to
stimulate economic development, to be insensible to
risks and to remain financially stable in the long run. N.
Yu. Borisenko defines fiscal sustainability of Pension
Fund as quality of its financial resources, which enables
to guarantee independent development of the national
pension system and preservation of its paying capacity
under the conditions of allowable level of long-term so-
cial risk of loss of revenues: for employees due incapac-
itation in the event of age and disability; for unemploy-
able members of the family due to supporter’s death; for
separate categories of the working population due to
longtime accomplishment of specific activities of the
professions [9, p. 31]. However, there are different ap-
proaches to representation of the concept of business
solvency. On the one hand, this category implies simple
active balance of payments. Equivalence of social ex-
penditures is not frequently focused upon within the
given context. It must be noted that in European coun-
tries financial rules aimed at balancing the budget are
dominating. These rules are based mainly on spending
minimization and not on growth of income, which, ac-
cording to V. V. Zaichikova, are sufficiently restricted
under conditions of global financial crisis that stipulates

severe budget constraints [15, p. 59]. She makes conclu-
sion that in carrying out national economic policy not
reduction in budget deficit should be of primary im-
portance but achievement of positive dynamics of the
indices of economic development [15, p. 60]. Such ap-
proach allows together with assessment of resistance of
pension system to give qualitative estimation of social
status of people.

P. A. Orlov-Karba points out that social location of
population is being formed as a result of action of a sys-
tem of factors, which form social conditions for exist-
ence and development of people. He accentuates that
each type of society forms its own type of normal social
location [16, p. 17]. Assuming validity of such typing
we are of the opinion that it must cover national and cul-
tural peculiarities of the forms and methods of rendering
financial support to some or other category of popula-
tion. In such case inequality of financial support has to
be attributed to system disbalance of social develop-
ment.

According to V. S. Lukyanov, globalized financial
sphere shall be considered as maximally universalize
object and in the meantime efficient instrument of
peaceful international settlement of sharp contradictions
[13, p. 63]. Therefore social disbalances, to our opinion,
also require harmonization. It is frequently argued that
it is impossible to deal with the problems of social-eco-
nomic development with the help of scientific theories
and other instruments of contemporary science. T. 1.
Artyomova emphasizes that the reason of global disbal-
ances is statement that global financial system was built
on unsound suppositions. Perverted notions underlie not
only financial market but also the whole of social order
[17, p. 16]. It has been argued that with variety of the
forms of public and government structure search of the
own model shall be considered the optimal path of de-
velopment. On the assumption of S. 1. Vovkanich updat-
ing of the prospects for information-space (3D) model
of state building is based on the national idea. An effort
of delineating its vectors has been carried out during
Round Table Ukrainian national idea as spiritual intel-
lectual code of unity: ethnic, integration and civilization
vectors (2011). The idea consists of two components —
great and little national ideas. The first one is based on
the statement of Ukraine as unitary, Ukrainian and wor-
thy of man. The second idea assumes knowledge, infor-
mation and movement as tools for the purposes of the
first one [18, p. 14].

At the same time, according to P. G. Nikitenko,
mankind came into new stage of social development and
comes to the dilemma of new paradigm as rational
global social-economic development [19, p. 102]. It in-
volves departure from consumer conception of social
development and noospherization with highest priority
value and inherent value of personal enhancement and
preservation for future generations under conditions of
global harmonization of the system Nature—Individual—
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Society [19, p. 102]. Researchers emphasize that build-
ing of spiritual social-economic formation under the
noospheric principles defines the construction of new
society not only in a separate country but also in civili-
zation as high tech, spiritual-moral and environmentally
safe [20, p. 209-210]. In the context of the marked par-
adigm pension system can be harmonically combined
providing formation of the model focused on human de-
velopment, accumulation of national investment re-
sources and stimulation of noospheric innovations.

Conclusions. Summarizing all above-mentioned,
we can conclude that mechanism of the three-pillar re-
tirement insurance model has not yet disclosed the
whole of its potential related to both the implementation
of the tasks of social protection and the goals of activa-
tion and improvement of the efficiency of economy. In-
struments of retirement insurance have failed to find
general distribution. As a result, pension funds as
sources for formation of national investment resources
do not provide economic sector with long-term financial
resources needed for innovative development. Acceler-
ating globalization processes, becoming more involved
demographic situation, financial-economic crises and
system disbalances also complicate functioning of pen-
sion systems. In our view for the purpose of improving
the concept of the national pension system it is neces-
sary:

i) To work out and introduce methodology for for-
mation of GDP and social indicators with inclusion of
the part of GDP from shadow economy.

i) To work up parameters of the national indicators
for normal social development taking into account latest
global trends.

iii) To bring the conception of pension system of
Ukraine into line with the national idea and modern par-
adigm of global development.

Implementation of the abovementioned proposals
will enable to keep up to date functioning of all three
pillars of pension system in line with the trends of global
social development; to guarantee increasing the level of
social protection in the context of social-economic de-
velopment of the country.

The perspectives for further research in this line
can be development of solutions for formation of the in-
tegral risk-resistant conception of pension system and
harmonization of it with actively transforming global
public space.
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Pap H. C. Konuenuisi cyyacHoli nesciiiHoi cuc-
TeMU SIK pe3yJbTaT Tpancopmauiiinux npouecis y
cBiTOBOMY BUMIpi

B crarTti mociimKeHO OKpeMi acleKTH PO3BHTKY
HAIlOHAJILHOI MEHCIMHOI CUCTEMH B KOHTEKCTI CBITO-
BHX TpaHchopMalliitHux mporecis. BussieHo Ta okpec-
JICHO YMOBH 11 MoziepHi3auii. [Tinkpeciaeno, mio 3MimraHi
CHCTEMH IIEHCIIHOTO CTpaxyBaHHS 3/1aTHI HaHOLIbII
e()eKTHBHO MPOTHUCTOSITH CYYaCHUM PU3UKaM Ta BUKIIH-
KaM, 30KpeMa CTPIMKOMY CTapiHHIO HaceieHHs. [Ipo-
aHaJI30BaHO OCHOBHI (POPMOYTBOPIOIOYI MOKAa3HUKU
CHUCTEM TICHCIMHOTO CTpaxyBaHHS pi3HUX KpaiH. Ha
MiJICTaBi iX aHaji3y BiAMIYEHO, IO MPOOJIEMH €KOHO-
MiuHOi 1 (iHaHCOBOI chepu HaOymU XapakTepy IIIo-
OanpHUX qucOanaHciB. BusHaueHI OCHOBHI pHCH PU3H-
KOCTaJI0i MOJEN BITYM3HIHOI IEHCIMHOI cucteMu. Bin-
MIYEHO, [0 KITFOUOBHUM 3BEHOM €()EeKTHBHOI KOHIICTIIIi
HAIIOHAJBHOT MIEHCIIHOT CHCTEMH € CHHTE3 COLaTbHOT
Ta eKOHOMIYHOI CKJIaJJOBUX B KOHTEKCTI CIIPSIMYBaHH:I
JI0 TPUHIUIIB COMIaJdbHOI JepkaBu. B xomi mocii-
JOKEHHsI OyJia 3aCTOCOBaHA CYKYITHICTh 3aralbHOHAYKO-
BHX METOJIIB: y3arajJbHECHHs, IPyIlyBaHHs, aHaJI3y J10C-
J/PKyBaHUX KaTeropii. TeopeTuyHi y3araJbHEHHS Ta
BHUCHOBKH OyyBaJliCh Ha MiJCTaBi abCTpaKTHO-JIOTIY-
HOTO METONy. 3alpolOHOBAaHO HANPSIMKH YIOCKOHA-
JIEHHS KOHIleNIl NEHCIMHOI CHUCTEMHM B KOHTEKCTI
0CO0IMBOCTEH HALIIOHATEHOTO KYJIbTYPHO-ICTOPUIHOTO
PO3BHTKY Ta CYy4aCHUX TCHACHIIIH, PU3HUKIB Ta BUKJIUKIB
CYCIIJILHOTO PO3BUTKY.

Kmiouosi cnoea: mneHciiiHa cuctema, TpaHC(Op-
Mallisl, coIlialibHa JepiKaBa, MPOOJIEMH, PU3HUKOCTAlA
MO/IEJIb.

Pax H. C. Konuenuusi COBpeMeHHOH MeHCHOH-
HOIi cHCTeMBbI KaK pe3yabTaT TPaHcGOpMAaHOHHBIX
NpoLecCOB B MUPOBOM H3MepeHH U

B cratbe uccienoBaHbl OTIENBHBIE ACHEKTHI pa3-
BUTHSI HAITIOHAJIBHOW TIEHCHOHHOM CHCTEMBI B KOHTEK-
CT€ MHUPOBBIX TPaHC(HOPMALIMOHHBIX IIPOIIECCOB. BhIsB-
JICHBI ¥ 0003HAYCHBI YCIOBUS ee MoaepHu3anuu. [1og-
YepKHYTO, YTO CMEIIAHHBIE CHUCTEMBI IMEHCHOHHOTO
CTpaxoOBaHUs CIIOCOOHBI HanOoJee 3PPEKTUBHO MPOTH-
BOCTOSITh COBPEMEHHBIM PHCKaM M BBI30BaM, B YACTHO-
CTH CTPEMHUTEIBFHOMY CTapeHHI0 HaceneHus. [IpoaHa-
JIU3APOBaHbl OCHOBHBIE (POpMOOOpasyrolHMe IoKa3a-
TENU CHCTEM IIEHCHOHHOTO CTPAaxXxOBaHUs Pa3IHYHBIX
cTpal. Ha ocHOBaHMY KX aHANIM3a OTMEYEHO, YTO IPO0-
JIEMbI DKOHOMHYECKOW W (UHAHCOBOW c(epbl MPHOO-
penu XapakTep rio0anbHBIX aucbamancoB. Onpene-

JICHBI OCHOBHBIC YEPTHI PUCKOYCTONYHUBON MOJEIH OTe-
YECTBCHHOW TEHCHOHHON cucTeMbl. OTMEYeHO, YTO
KIIFOYEBBIM 3BEHOM 3(P(PEKTHBHON KOHIICNIIMK HAITUO-
HAJILHON MIEHCHOHHOW CHCTEMBI SIBJISIETCSI CHHTE3 COILIH-
QTFHON M YKOHOMUYECKOW COCTABIISIONINX B KOHTEKCTE
CIIEeZIOBaHMS MPHHIUIIAM COIUATIBHOTO TocynapcTra. B
XOJIe HCCIICIOBaHUs ObLIa MPUMEHEHA COBOKYITHOCTH
0OLIIEHAYYHBIX METOMOB: 0000ILIEHUs, TPYINIUPOBKH,
aHalHM3a WCCIEeNyeMbIX Kareropuid. TeopeTrnyeckue
00001IIeHHsS. U BBIBOJIBI CTPOWJIMCh HA OCHOBaHHMU a0-
CTPaKTHO-JIOTHYECKOT0 MeToa. [IpeuioskeHbl HarpaB-
JICHHSI YCOBEPIICHCTBOBAHMUS KOHIICTIIINH ITEHCHOHHON
CHCTEMBI B KOHTEKCTE OCOOCHHOCTEH HAIMOHAIBEHOTO
KYJIBTYPHO-UCTOPHYECKOTO PA3BUTUS M COBPEMEHHBIX
TEHJICHIINH, PUCKOB U BHI30BOB OOIIIECTBEHHOTO Pa3BU-
THSL.

Kurouegvle cnosa: NMEHCHOHHAs CHCTEMa, TPaHC-
¢dopmarus, COIHMATBHOE TOCyJapCcTBO, MPOOIEMEL,
PUCKOYCTONYHMBAS MOJIETb.

Rad N. S. Conception of the Present-day Pen-
sion System as a Result of Transformation Processes
in Global Determination

The article deals with some urgent problems re-
lated to the development of pension system in Ukraine
in the context of global transformation processes. Iden-
tified and specified are conditions for it to be improved.
It is emphasized that endowment retirement insurance is
capable efficiently confront present-day risks and chal-
lenges, especially rapid ageing of population. The main
forming factors of retirement insurance systems of dif-
ferent countries are analyzed. Based on their analysis it
is assumed that problems related to economic and finan-
cial sectors grow into global imbalances. The basic fea-
tures of risk-resistant model of the national pension sys-
tem are specified. It is observed that the key element of
the efficient concept of the national pension system is
synthesis of social and economic components in the
context of adhering to the principles of social welfare
state. The research is based on a system approach using
general scientific methods: generalization, pooling,
analysis and synthesis. We used abstract-logical method
for making conclusions. The lines for improvement of
the concept of pension system in the context of the pe-
culiarities of the national cultural and historic develop-
ment and contemporary trends, risks and challenges of
social development are proposed.

Keywords: pension system, transformation, social
welfare state, problems, risk-resistant model
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METHODS AND SYSTEMS FOR ALLOCATING AND REPORTING
INDIRECT COSTS IN MANAGEMENT ACCOUNTING

While performing their activities enterprises aim at
achieving financial results that allow their normal oper-
ation under market conditions.

Costs are one of the elements that are directly re-
lated to the formation of the financial result. Cost ac-
counting is one of the most important sectors in account-
ing, having various functional dimensions as an infor-
mation system. Thus, accounting should create infor-
mation for measuring the performance or efficiency of
an enterprise. This is achieved by reporting the flows as-
sociated with the movement and changes of resources
(material, labour and financial). Revenues and expendi-
tures are the factors related to the measurement of effi-
ciency. The reporting of operating expenses is not only
related to the creation of information on efficiency, but
it is also relevant to calculating the cost of products and
services provided by the enterprise. The relevance of
cost information is expressed as follows:

First, cost is used to measure the elements of finan-
cial statements. For example, in the balance sheet the
tangible fixed and intangible assets and inventories are
shown by their cost. The information on the actual cost
is used for the preparation of the statement of revenue
and expenditure, in which the operating costs are classi-
fied based on their function.

Second, the information on the actual cost is used
to analyze the profitability of the products manufactured
and services rendered.

Third, the information on the actual cost is used in
pricing. This applies primarily to products and services
whose prices are subject to regulation. Some contracts
are concluded on a “cost-plus” basis. Construction en-
terprises enter into a contract with investors for con-
struction, in which the contractor is reimbursed for the
allowable or otherwise defined costs plus a percentage
on these costs or a fixed fee. In this case, accounting in-
formation about the cost of the accounting product (con-
struction works) according to construction contracts,
construction sites, contract stages and calculation ob-
jects is used.

Cost information is also used for the purposes of
tax legislation.

The creation of accounting information about costs
should be oriented to the needs of management in the
following areas:

v" examining and studying the costs and cost prices
that are formed on this basis for the various activities;

v" determining the bases for assessing certain ele-
ments of the assets of an enterprise;

v using the information on the cost of production
and the services rendered to compare with the sale prices
and to find out the results;

v forecasting and planning of expenditures and
revenues (a pre-established cost, production budgets,
etc.);

v identifying the differences (deviations) between
the actual costs and the pre-established ones, etc.

The process of making tactical and strategic mana-
gerial decisions is based on information about costs, sys-
tematized according to different classification signs.

It should be noted, however, that the cost of prod-
ucts and services include various costs. In order to solve
relevant problems in the reporting process they are
grouped in different ways.

According to one of the renowned authors in the
theory of management accounting — C. Drury, account-
ing primarily accumulates information about three cate-
gories of costs: materials, labour and overheads. Costs
are summarized in the following areas: 1) for calculating
and evaluating the production cost; 2) for planning and
making managerial decisions; 3) for carrying out a con-
trol and regulation process. Moreover, in each of these
three areas, in turn, the costs are further elaborated de-
pending on the purpose of management!.

Traditionally accounting practice in our country
classifies costs according to the way they relate to the
cost of products and services rendered. According to this
feature, costs are classified into direct and indirect. Di-
rect costs are directly related to the manufacturing of a
specific type of product or service. They relate directly
to the cost based on the relevant primary documents.
They include the costs related to raw materials, wages
of workers directly employed in manufacturing, insur-
ance accrued on these wages, etc. Indirect costs are as-
sociated with the manufacturing of several products, re-
spectively activities, objects, etc. Examples of such
costs include depreciation of machinery and equipment,
maintenance and operation of machinery and equip-
ment, etc.

Indirect costs are allocated and charged to account
by specific objects in proportion to a pre-selected basis,
i.e. there are two aspects, two successive operations: al-
location of costs and their inclusion in the cost (See fig-
ure 1).

! See JIPYPU. K. Bee/ienue B ynpapieHUeCKUi ¥ MPOM3BOJACTBEHHbIH yueT. — Mocksa, Ayaut. KOHUTU, 1997. - C. 31-

32.
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Fig. 1. Allocating and charging indirect costs to account by objects of reporting

The bases for allocating indirect costs by types of
production and activities and the criteria for their selec-
tion are quite different. The choice of one or another ba-
sis is often subjective. As a rule, the allocation of indi-
rect costs is provisional. Despite some inaccuracies in
the allocation of costs, it appears necessary and topical
under the modern conditions, as well.

The problem of indirect costs has been solved dif-
ferently in the practice of the developed countries.

One of the oldest methods used for the allocation
of costs in calculating the cost of production is the
method of coefficients. The aim of its application is to
determine the full cost and margin (result) of the pro-
duction output.

The essence of this method is expressed in the fol-
lowing:

v" The direct costs are reported and charged to ac-
count by purpose;

v" The indirect costs are reported in total and then
are allocated by means of coefficients and are charged
to account by the types of production.

In this respect the method of cost analysis centres!
is interesting. This method is currently used by French
companies. The process of cost accounting relates to the
registration of costs, their preliminary accumulation and
allocation and charging them to account by purpose as
direct and indirect costs by types of products manufac-
tured and services rendered.

The essence of this method is expressed in the fol-
lowing:

® Formation of cost analysis centres, which facili-
tates the allocation of indirect costs. In terms of their
significance, these cost analysis centres correspond to
the organizational-production structure of the enter-
prise.

® The production costs are grouped on the basis of
their charging to account by purpose — as direct costs,
and on the basis of their inclusion in the product cost —
as indirect costs.

As a rule, the cost analysis centres meet the struc-
tural subdivisions of the enterprise, which carry out a
certain activity and respectively the costs of implement-
ing it. It is possible to create centres to meet specific in-
formation needs. There are two types of centres — pri-
mary and ancillary cost analysis centres.

The costs incurred in the primary centres are allo-
cated and included in the cost of products manufactured
and services rendered.

The costs incurred in the ancillary centres are allo-
cated and charged to the primary centres. These cost al-
locations are called primary and secondary allocation of
costs, respectively.

In search of a solution to the problem of indirect
costs, the USA developed the Direct costing system.
The ‘Direct costing’ concept was promoted by the Na-
tional Association of Cost Accountants (later National
Association of Accountants) in April 1954. This docu-
ment, intended for practice, also defines the fixed costs
that should be excluded when calculating the cost of
each product. Fixed costs are associated with the
maintenance and operation of the enterprise and do not
depend on the volume of its production and sales. They
also relate to the organization and management of the
enterprise. They include the costs of development and
expansion of enterprises. The majority of these costs are
indirect. They are not included in the cost of the output.
This system of calculation is suitable in cases where the
proportion of the total production costs is not high.
Therefore, it has two versions: simplified and improved.

!'In earlier works in the field of management accounting this method is known as the method of homogenious sections
(Methode des sections homogenes). See LASSEGUES, P. Gestion de I"enterprise et comptabilite. — Paris, Dalloz, 1972, p. 474;
LAUSEL, P. Comptabilite analytique. — Paris, Sirey, 1971, p. 43.
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In the improved version, the algorithm includes the al-
location of indirect costs.

A number of enterprises use high-tech equipment,
which reduces the relative share of direct costs — for ma-
terials and labour, and increases the indirect costs — de-
preciation of equipment, expenses for salaries and insur-
ance of the personnel employed in the operation and
maintenance of this equipment, etc. R. Kaplan, one of
the prominent researchers in the field of management
accounting, states that the industrial cost structure
changes in the course of time and this is a historical fact.
And if at the beginning of the century the general (indi-
rect) costs accounted for 50-60% of the direct labour
costs, today the percentage of the general (indirect) costs
compared to the direct labour costs is significantly
higher — most often from 400 to 500%, and in some
complex productions it exceeds 1000%'.

Often in performing their activities enterprises
need to attract resources for a long period in the produc-
tion, marketing, supply and so on. Therefore, notwith-
standing the fact that according to estimates the equality
of marginal costs and earnings carries a maximum in-
come, the application of the Direct costing system is jus-
tified in certain conditions: enterprises in which variable
(direct) costs make up a significant part of the costs; the
range of products manufactured is small.

If these conditions are not present, it is believed
that the cost indicator is distorted to some extent.

Traditional systems of calculation assume that the
allocation of indirect costs is linked to factors which re-
flect the quantitative aspects of the work done — man-
hours, machine-hours, quantity of processed products,
etc.

The development of new forms of production or-
ganization has changed these ideas. As noted by P. Mev-
ellec,” in modern enterprises there is a growing im-
portance of the diversity of the products that enterprises
manufacture with a view to satisfy market demand.
Companies incur costs, which are indirect, they are not
determined by the volume of production, but rather by
the need to maintain a variety of products manufactured.
For this purpose, they expend resources, which are not
dependent on the size of the production series (batch).
These are the costs that are made for: setting and adjust-
ing the machines; controlling the quality of the series
that manufacture new products; supply activities; cus-
tomer service, etc.

The weaknesses and inaccuracies in the allocation
of indirect costs (mainly based on direct labour costs) in
the classical systems of calculation lead to the emer-
gence of a method for calculating the cost based on ac-
tivities — Activity-based costing (ABC). It is based on
hypotheses and methods of allocating and charging the
costs to the cost price, which are considered more ap-
propriate than those that existed before. This new cost-
ing approach is based on the idea concerning the activi-
ties - products interrelation.

The concept underlying the ABC method suggests
management control based on knowledge about pro-
cesses. The ABC method allows measuring of costs not
only by activities but also by functions, centres, etc., as
well as determining the contribution of the activities in
the value creation by the enterprise. This is not just a
system for monitoring but also a system oriented to
management actions.?

The application of the ABC method is related to the
use of certain terms:

® An activity, which is defined as a set of works or
activities carried out by a person or a machine. It breaks
down into separate simple operations and at the same
time defines the consumption of resources for their im-
plementation. For the purposes of applying the method,
the enterprise breaks down by activities rather than by
functions.

The activities can be divided into two broad
groups: activities relating to the existence of the enter-
prise and priority activities.

® The grouping of activities in manufacturing is of
particular interest:

v" Activities at an individual product level. The
costs for these activities include: raw materials, wages,
insurance of those directly employed in manufacturing,
electricity, maintenance and operation of the equipment,
etc.;

v" Activities at a series (batch) level. The costs for
these activities involve assembling the goods, the move-
ment of materials, orders for deliveries, inspection and
control of deliveries, etc.

v" Activities at a product maintenance level. These
include the costs for engineering designs and technical
documentation (product characteristics), changes in pro-
duction technology, product upgrades, etc.

v Activities relating to the organization and man-
agement of the enterprise as a whole.*

! See Kaplan, R. Cost accounting: a revolution in the making. — Corporate accounting, printings 1985. Quoted after EV-
RAERT. Set P. Mevellec. Calcul des couts: il faut depasser les methods traditionnelles. — R e v u e francaise de gestion, 1990,

mars — avril — mai, p. 18.

2 See MEVELLEC, P. Systems de calcul de couts de revient et subventionnement croises. — R e v u e francaise de compta-

bilite, 1993, Ne241, p. 59.

3 The drawbacks and inefficiency of the traditional systems of costing are subject of study in the works of Eiler and Goletz
in 1982, ad in a number of publications by Kaplan and Johnson in 1987. The technique of applying the ABC method is described
in a book jointly by Johnson and Kaplan. Along with that the method is practically applied by R. Cooper in enterprises of
Hewlett-Packard, Siemens, as well as in some other enterprises of Tektronic, Scovill, General Electric, etc.

4 See MORRARD B. Comptabilite analitique et controle de gestion. www.gestion.unige.ch. The grouping of activities in

Anglo-Saxon literature is presented in a similar way.
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® Cost driver. The French authors use the term
“inducteur”.

The ABC method is characterized by tracing the
transfer of direct costs by objects of costing. This is done
by using cost drivers. Their application explains the con-
sumption of activity costs and the consumption of prod-
uct activities. They are used to link the activities to the
objects of costing.

Similarity may be sought in the application of the
factors and allocation of indirect costs, which is known
from our practice.

The most commonly used cost drivers in the indus-
trial sector can be grouped as follows:

Cost drivers relating to the volume of output:

v the area occupied by workshops and other sub-
divisions;
number of installed machines;
the average number of workers;
direct labour costs;
cost of the basic materials;
number of man hours;
number of machine hours;
amount of manufactured products, etc.;

Cost drivers that have a complex nature and ex-
press the characteristics of

ANANANENE NN

v’ the activities performed are not related to the
volume of production:
number of series (batches) of a given product;
number of sellers;
number of customers;
length of a production cycle;
number of the orders fulfilled per month;
number of requisitions;
number of readjustments of machines etc.

The term ‘processes’ is used in relation to the ap-
plication of the ABC method. Following the logic of ac-
tivities, they express the content of manufacturing prod-
ucts.

As already stated, this method is characterized by
tracing the costs and causality in the formation of the
cost. There arises the question of the liability for incur-
ring the costs, which leads to the problem of budgets de-
velopment. As a rule, their design is based on the idea
of centres of responsibility. They do not overlap with
activities. The French author M. Lebas, who along with
P. Mevellec is one of the most prominent researchers in
the field of activity costing presents a matrix model, in
which the enterprise is seen as a network of activities
(see figure 2).!

ASANENENENENEN

Functions Workshop — Worksho —
Deliveries | mechanical b Control Sales Administration
. assembling
Processes processing
Accepting orders ° ° °
Management  of]
[ ] [ ] [ ] [ ] [ ]
product changes
Invoicing ° ° ° °
Quality control [ ° ° °

Fig 2. Matrix structure of an enterprise, presented as a network of activities

As can be seen in Chart 2, the enterprise is shown
as a grid, in which the functions and processes intersect
in the squares. According to the author, not every inter-
section of columns and rows can be identified as an ac-
tivity (in this figure these are the cells with the black
dots). This way of interpreting the structure of the enter-
prise allows easily to identify the activities, which are
determined on the one hand by the functions (centres of
responsibility), and on the other — by the processes that
generate costs (causality).

In this situation, budgets should be developed ac-
cording to activities. On this basis, the resources that
will be needed for each activity are identified and its
contribution in the general plan of activities is evaluated.

The application of the ABC method passes through
the following stages:

First, identifying and classifying activities. There
are several approaches:

e The “Top down” approach. The enterprise man-
agement prepares an activity classifier;

e Processing and re-using documents relating to
processes;

e Conducting interviews with the staff in order to
gather information about the activities.

Second, identifying activity costs. At this stage, in-
formation should be ‘produced’ regarding the costs as-
sociated with the activities.

Third, determining the cost of the cost driver. For
this purpose we need information about the activity
costs and the volume of the activity.

! See LEBAS M. Du cout de revient au management par les activites. — R e v u e francaise de comptabilite, 1994, Ne259,

p. 48.
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Fourth, including the activity costs in the cost of
products manufactured and services rendered. This
stage involves:

¢ identifying all activities that relate to the manu-
facturing of a product (providing a service);

e identifying the amount of units of each activity
used for manufacturing a unit of production (service);

e charging to account and including the costs by
products and applying the cost of the cost driver for each
activity.

Regardless of the advantages, this method also has
disadvantages: it is hard and expensive to implement; it
is based on subjectivity when including the costs by
products; there is a danger of the desire to minimize
costs at any cost; the hypothesis of a linear relationship
between the activities and resources consumed.

In conclusion, it can be said that the approaches
and methods for allocating indirect costs that exist in
management accounting reflect the tendency to bring
more accuracy and precision in this regard, but also that
this issue remains currently controversial and open.

CumeonoBa P. Metoau i cucremMu i po3mo-
ATy i MOBiTOMJIEHHSI MOCTIHHUX BUTpPAT y OyxraJ-
TepcbKOMY Ta YNPaBJIiHCBKOMY 001Ky

OpHa 3 TOJIOBHHX MPOOJIeM y OyXranTepcbkoMy Ta
YIPaBIiHCHKOMY OOJIKy, SIKa 3aBXId Oyina aKTyalb-
HOO, 1 JJIs1 SIKOi PillIeHHS 3HAXOSATHCS B TEOPii 1 Tpak-
THUI, TOCUJIAETHCS HA PO3MOJUT 1 TIOBIIOMIICHHS PO
MOCTIHHI BUTPATH.

[TocTiliHi BUTpAaTH — BaYKJIMBUH €JIEMEHT BapTOCTI
3a TIOTOYHUX YMOB. Y CTarTi OOTOBOPIOETHCS BAXKIIH-
BIiCTh BapTOCTi sIK y (hiHAHCOBOMY, TaK 1 OyXraiurepchb-
KOMY Ta YIpaBIiHCHKOMY 00JIiKY — OCOOJIMBO BiTHOCHO
VIPaBIIiHHI BUTPaTaMH. Y CYYaCHUX YMOBaX, Ma€ Mic-
e 3POCTaHHS YAaCTKU IMOCTIHHUX BHUTPAT y BapTOCTI
MIPOMHCIIOBUX TOBapiB i mociyr. lle HemuHyde acoriiio-
BaHE 3 iX PO3MIIIEHHSM, SKE SIK IPABHIIO THMYACOBE.

VY crarTi HaAAHO Pi3HI METOMH i MOJEII PO3MOILTY
MOCTIHHUX BUTPAT: METOJT Koe(illi€HTIB, METOJ] aHATI3Y
LEHTPiB BUTpAT 1 "nmupekT-kocT" cuctema. [Tomryk Mox-
JUBOCTEH MOJIMIIIUTH PO3IOALT IIPSMHUX BUTPAT € B CIIO-
nmy4deHHi 3 rpyHToBaHuM Ha metofi (ABC). Crarts Bu-
BYa€ KOHIECNTYaIbHI IPUHININ 1 AUPEKTUBHU 11 HOTO
3aCTOCYBaHHI.

Kiouogi crosa: GyxrantepCchbKuil Ta yrpaBIliHCh-
KHid 00K, BapTiCTh, YMOBH, PO3MIIIICHHSL.

CumeonoBa P. MeToabl U cCTEMBI JIJIsI pacnpe-
AeJIeHHs1 U cO00LIeHNUsI TOCTOSTHHBIX PAcX010B B 0yX-
rajJTepckoM M ynpaBJieHYeCKOM y4yeTe

OpanHa W3 IMaBHBIX NpoOJieM B OyXraJlTepcKoM M
YIIPaBJICHIECKOM yUeTe, KOTOpast BCeria ObuIa akTyajlb-

HOU, U JJIs1 KOTOPOU PELICHNUS UILYTCS B TCOPHH U ITPAK-
THKE, CChUTAETCS Ha pacipeesieHHe U COOOLIeHHE O T10-
CTOSTHHBIX pacxojax.

[ocrosiHHBIE pacXoJpl — BaXKHBIA JIEMEHT CTOU-
MOCTH TIPH TEKYIIUX YCIOBUAX. B craThe oOcyxkmaercs
B2)KHOCTh CTOMMOCTH KaK B () HAHCOBOM, TaK U OyXrali-
TEPCKOM U YIIPABJIEHUYECKOM yYeTe — 0COOEHHO OTHOCH-
TENBHO YIPABICHUS 3aTpaTaMu. B cOBpeMEHHBIX yCIo-
BHSIX, IMEET MECTO POCT JIOJIH ITOCTOSIHHBIX PAacXOJ0B B
CTOMMOCTH TIPOMBIIIICHHBIX TOBAPOB M YCIYr. OTO
HEMUHYEMO acCOLMHUPYETCs C UX Pa3MeLIeHHeM, KOTO-
pOe Kak MpaBWIO BPEMEHHOE.

B crathe mpuBeneHbI pa3HBIE METOABI M MOAEIH
pacrpeneneHus: TOCTOSIHHBIX PAcXOI0B: METOJ KO-
(UIMEHTOB; METOJ aHAIM3a IEHTPOB PACXOAOB U "1u-
pekt-kocT" cuctemy. [Torck BO3MOXHOCTEN yIIy4IIUTh
pacnpezaeneHue NpsIMbIX PacxoJ0B COCTOUT B COOOIIIe-
HUU ¢ ocHOBaHHBIM Ha Metozae (ABC). PaccMoTpenst
KOHIICNITYaJIbHbIE TPUHIUIBI U AUPEKTUBBI IS €T0
MPUMCHEHHUSL.

Kniouesvie cnosa: GyxranTepckuil 1 ymnpapieHUe-
CKHUH y4eT, CTOMMOCTb, YCIOBUS, Pa3MEIICHHSL.

Simeonova R. Methods and Systems for Allocat-
ing and Reporting Indirect Costs in Management
Accounting

One of the main issues in management accounting,
which has always been topical, and for which solutions
are sought in its theory and practice, refers to the alloca-
tion and reporting of indirect costs.

Indirect costs are an important element of cost un-
der the current conditions. The paper discusses the im-
portance of cost both in financial and management ac-
counting — especially regarding cost management in dif-
ferent directions. Under the present conditions, there is
an increase in the share of indirect costs in the cost of
manufactured goods and services. This is inevitably as-
sociated with their allocation, which as a rule is provi-
sional.

The current paper studies the various methods and
models of allocating indirect costs: the method of coef-
ficients; the method of cost analysis centres and “Direct
costing” system. The search for opportunities to im-
prove the allocation of these costs is related to the Ac-
tivity-based costing method (ABC). The paper studies
the conceptual foundations and guidelines for its appli-
cation.

Keywords: management accounting, cost, condi-
tions, allocation.
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SET-OFF AS A MEANS FOR EXTINGUISHING FINANCIAL (PUBLIC) OBLIGATIONS
IN THE REPUBLIC OF BULGARIA

Introduction

The execution of financial obligations in the Re-
public of Bulgaria can take three forms: voluntary exe-
cution, set-off and enforcement. Therefore, set-off is
one of the forms of execution. Set-off is also a main le-
gal means in the Bulgarian legal system which finds a
wide application both in civil and commercial law, and
in financial law.

It is widely accepted in legal theory that set-off is
defined as the means to extinguish two counter and lig-
uid receivables (obigations) up to the amount of the
lower thereof. This is the extinction of an obligation
through the set-off thereof against a counter receivable
which the debtor holds against its creditor. The common
conditions for the performance of a set-off are: two ex-
isting counter receivables/obligations having identical
subjects, homogeneity and substitutability of the object
of the counter receivables/obligations, liquidity of the
counter receivables/obligations, and the receivables be-
ing due and payable.

The widely spread monetary character of financial
receivables and obligations allows set-off to be used
also in financial law. The subject of the present study is
the influence of the specifics of regulated public rela-
tions and the sovereign method applied in financial law
on the requirements and the conditions for the extinction
of financial receivables and obligations through set-off.

The legal framework of the requirements and the
conditions for the extinction/discharge of financial re-
ceivables and obligations through set-off may be general
and specific.

The general legal framework is contained in the
Taxation and Social Security Procedural Code (TSPC)
!, which regulates the three hypotheses where the set-off
of financial receivables and obligations is allowed.

1. Set-off by the revenue organs

Revenue organs have the right to extinguish due
and payable public (including financial) obligations
which are collected by them through set-off thereof
against paid or collected, but undue, sums received
from financial debtors for taxes, obligatory social secu-
rity payments, fines and property sanctions, as well as
sums liable for reimbursement by the National Revenue
Agency (NRA) in accordance with the fiscal or the so-
cial security legislation. In this case, set-off may be per-
formed also as against an obligation extinguished by a
time bar, when the receivable of the debtor became due

and payable before its obligation was thus extinguished
(Art.128(1) TSPC).

The set-off of public (including financial) obliga-
tions is forbidden when the execution of one of the ob-
ligations has been deferred or delayed, due to it hence
not being due and payable.

In the cases where the debtor’s receivable arises
from an unduly paid or liable for reimbursement excise
duty, the legislator has limited the type of obligations
against which set-off may be exercised. Such receivable
may be set off only for the purposes of discharging due
and payble public obligations of the same person and
which are collected by the “Customs” Agency. The
competent organ to perform the set-off is the director of
the customs at the domicile or the seat of the person con-
cerned or of the location of the fiscal warehouse — where
the person in question is a licensed wearhouse owner, or
the competent customs bureau which has issued the rel-
evant certificate of customs registration.

In the case here considered, the set-off may be per-
formed both at the initiative of the revenue organ/cus-
toms organ, and at the written request of the debtor. The
request for set-off is considered if it is submitted within
5 years, counted from 1 January of the year which fol-
lows the year in which the basis for the reimbursement
of the relevant sum has arisen, unless the law provides
otherwise. In the cases where the financial debtor has
requested the set-off, the competent revenue organ eval-
uates the merits of the request and can impose the per-
formance of an inspection or a check to determine
whether the conditions provided for by law for that pur-
pose are present (Art.129(2) TSPC).

The set-off of financial counter receivables/obliga-
tions is performed through a unilateral sovereign voli-
tion of the competent revenue organ/customs organ. For
this purpose, a set-off act is issued within 30 days of re-
ceipt of the request therefor, unless an inspection is
scheduled for that period. The non-response within the
same period on a request for a set-off act is considered
an implicit refusal. If the person concerned has not ap-
pealed such implicit refusal, they can submit a new set-
off request by the end of the time bar period.

The sovereign volition of the competent revenue
organ cannot be changed by the debtor. The latter cannot
indicate another obligation for set-off which is different
than the one set off by the competent revenue organ.

As from the moment of the set-off, no execution of
the extinguished obligations can be required, as it would

! Published in the National Gazette (NG), issue 105 of 29 December 2005, last amended and supplemented — NG, issue

94 of 4 December 2015.
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be without legal basis. Neither party owes any interest
to the other, but if any interest is paid it remains subject
to reimbursement to the payor.

The set-off act, and the implicit or the express re-
fusal for its issuance can be appealed in accordance with
administrative procedure (before the director of “”” in the
NRA, and when it was issued by a customs organ — be-
fore the director of the “Customs” Agency) and before
court. The petition therefor must be submitted within 14
days as from the receipt of the act of refusal of set-off or
as from the end of the decision period in the case of an
implicit refusal. When an implicit refusal is cancelled by
administrative or judicial procedure, any express refusal
which has followed before the taking of the cancelling
decision is also considered cancelled.

Although by exception, the possibility to set off
due and payable public (including financial) obligations
against undue but paid or collected sums from financial
debtors for taxes, obligatory social security payments,
fines or property sanctions, as well as sums liable for
reimbursement by the NRA in accordance with the fis-
cal or the social security legislation, is not only its legal
right but also its obligation. Such obligation for the rev-
enue organs arises when an enforceable administrative
or judicial act or decision is presented to them, and
which recognizes, to the benefit of the debtor, the right
to reimbursement of sums constituting incorrectly or un-
duly paid or collected taxes, obligatory social security
payments, fines or property sanctions. In these cases, the
set-off obligation must be executed within 30 days as
from the presenting of the relevant administrative or ju-
dicial act or decision.

The set-off is performed up to the amount of the
lower obligation, in compliance with the legally estab-
lished sequence of extinction of financial obligations.

As aresult of the set-off, the financial legal relation
changes, as one of the obligations in its content is extin-
guished. As from the moment of the extinction of the
counter obligations, the accrual of interest on arrears
also stops.

2. Set-off by the competent organ for the deter-
mination of the financial obligation

Outside of the cases outlined above, until the start
of the enforcement of the financial obligation, the latter
may be set off by the organ which is competent to de-
termine such obligation. This organ is set out by the
law which regulates the relevant financial obligation. If
the relevant law does not indicate the organ which is
competent to determine such obligation, such organ is
inidicated by the director of the relevant central admi-
nistration, respectively the mayor of the municipality.
The manner for the determination of the financial obli-
gation in respect of its basis and amount is by rule regu-
lated in the relevant law, but if the latter does not contain
any provisions in that regard, this is done by an act for
public receivable, which act is issued in the manner for

issuance of administrative acts provided in the Code of
Administrative Procedure! (Art.166(2) TSPC). This act
can be appealed in accordance with the administrative
procedure before the mayor of the municipality in the
case of public municipal receivable, and before the di-
rector of the relevant administration in the case of a pub-
lic state receivable, in accordance with the rules of the
Code of Administrative Procedure.

In the case considered, the organ which is compe-
tent to determine the financial obligation is obliged to
perform the set-off on its initiative, a basis exists for ex-
tinguishing the financial obligation with a due and pay-
able receivable of the debtor for excess sums or such li-
able for reimbursement, and relating to financial obliga-
tions and acts issued by the same organ and which is
competent for their determination. A set-off against a fi-
nancial obligation extinguished by time bar is possible
here as well, when the debtor’s receivable became due
and payable before its obligation was thus extinguished.

By exception, the debtor may also request that set-
off be performed. If the competent organ refuses to do
so, such refusal is also subject to appeal by the debtor,
but in accordance with the rules of the Code of Admin-
istrative Procedure within 7 days as from the announce-
ment of the refusal.

3. Set-off during an enforcement procedings

After the start of enforcement procedings in respect
of a financial obligation, but before the date of the public
sale, the extinction of such obligation through set-off re-
mains possible. Therefore, when basis for a set-off is
found during the enforcement procedure for financial
obligations, on the debtor’s request or the public of-
ficer’s initiative the procedure must be stopped. The halt
remains until the end of the set-off steps’ completion but
for no longer than 3 months, unless an inspection is
scheduled. The procedure is put on hold on the decision
of the public officer to whom the debtor has presented
written evidence certifying the basis for the set-off. The
public officer is obliged to send the request together
with the evidence to the relevant organ which is compe-
tent to perform the set-off. If as a result of the set-off the
obligation is wholly or partially discharged, the enforce-
ment procedure is ended or is continued for the remain-
der of the obligation, respectively. The set-off influ-
ences also any security interests undertaken by the en-
forcement organs, since the extinction of the main obli-
gation extinguishes also the security interests related
thereto.

4. Set-off of financial receivables and obliga-
tions in accordance with the special laws

4.1. Set-off in accordance with the Law on the
Value Added Tax (LVAT)?

Value added tax is imposed on all transactions per-
formed for a consideration and having a translative ef-
fect, as well as on the import of goods, performed by all
persons registered under the LVAT. The VAT sum paid

! Published in the NG, issue 30 of 11 April 200, last amended and supplemented — NG, issue 27 of 25 March 2014.
2 Published in the NG, issue 63 of 4 August 2006, last amended and supplemented — NG, issue 95 of 8 December 2015.
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by the taxable person registered under the LVAT on the
purchases made by it, as well as in the case of import of
goods - including before the date of its registration if
they are available on the date of such registration, is de-
termined by a tax credit which may be whole or partial.
The tax credit is by its nature a financial receivable of
the person registered under the LVAT against the state
budget. On the basis of the existing legal framework, the
taxable person has the legal right to set-off against (to
deduct from) its fiscal obligations for payment of VAT
the sum constituting its tax credit.

The taxable person may exercise their set-off (de-
duction) right of the tax credit sum for the fiscal period
during which this right has arisen or in one of the next
12 fiscal periods. A fiscal period within the meaning of
the LVAT is the time period after the end of which the
registered person must submit a reference-declaration
with the results for such period. This period is of 1
month for all registered persons and coincides with the
calendar month. The result for the fiscal period is the
difference between the aggregate sum of the tax payable
by the relevant person for this fiscal period and the ag-
gregate sum of the tax credit for which the set-off right
has been exercised for this fiscal period. The registered
person determines by themselves the result for each fis-
cal period — tax to be paid in the state budget or tax to
be reimbursed by the state budget.

The right to set off the tax credit against the tax ob-
ligations to pay VAT of the same person arises upon the
performance by such person of the following two obli-
gations: to include the amount of the tax credit when de-
termining the result for the relevant fiscal period and to
indicate the document relating thereto in the purchases
diary for such fiscal period.

In the cases where the result for the relevant fiscal
period is a tax to be reimbursed by the state budget, a
new legal right arises together with a corresponding ob-
ligation for the competent revenue organ to set off this
obligation of the budget against other existing, due and
payable public obligations of the registered person
which are collected by the National Revenue Agency, if
they have come into being by the date of submission of
the reference-declaration. When exercising this right the
competent revenue organ is obliged to follow the below
sequence:

- in the presence of other due and payable and un-
paid fiscal and social security payments obligations col-
lected by the National Revenue Agency, and arisen by
the date of the submission of the reference-declaration,
the revenue organ sets off these obligations against the
tax to be reimbursed as indicated in the reference-decla-
ration;

- when there are no due and payable and unpaid
obligations of the types mentioned above, as well as in
respect of the remainder left after their discharge, the
registered person sets off the tax to be reimbursed or its
remainder against the tax due to be paid in as indicated

1 Published in the NG, issue 95 of 8 December 2015.

in the reference-declarations submitted in the next two
consecutive fiscal periods;

- if after the end of the indicated fiscal periods there
is a remainder of the tax to be reimbursed, the revenue
organ sets off this remainder against, and in discharge
of, due and payable public receivables collected by the
National Revenue Agency, or reimburses it within 30
days as from the submission of the last reference-decla-
ration.

The LVAT provides also two special cases where
the right to set-off in respect of a formed tax credit may
arise.

A) Right of set-off of tax credit for available assets
and received services before the registration date

The person registered for the purposes of VAT tax-
ation receives the right of set-off of tax credits for the
assets, within the meaning of the Law on Accounting,
purchased or otherwise acquired before the date of its
VAT registration. This legal right arises only for any
available assets if at the same time the conditions pro-
vided for by Art. 74(2) LVAT have also been fulfilled.
This legal right of set-off of tax credit arises also for ser-
vices received before the date of the VAT registration.

The set-off right of tax credit in the case here con-
sidered arises on the date of the person’s registration un-
der the LVAT, but subject to the following condition —
that the registered person provides a registration inven-
tory of such assets and services within 45 days. The right
of set-off of tax credit ends if the registered person has
submitted the registration inventory of the assets and
services after the 45th day as from the registration date.
This legal right may be exercised during the fiscal pe-
riod during which it has arised or in one of the next 12
fiscal periods, with the available assets, the services re-
ceived and the tax included in the registration inventory
being reflected in the purchases diary for that fiscal pe-
riod.

B) Right of set-off of tax credit for a second regis-
tration

The registered person has the right to set off the tax
calculated and paid by it in case of it’s de-registration
under the LVAT for the assets which are available as at
the date of the subsequent registration. In this case, the
legal right arises when the following cumulative con-
ditions have been fulfilled: the assets available, within
the meaning of the Law on Accounting!, at the date of
the subsequent registration under the LVAT have been
taxed at the de-registration and are intended to be used
to make taxable supplies; the tax calculated at the de-
registration has been effectively paid in or has been set
off by the revenue organ; a registration inventory on ba-
sis of an example has been submitted for the assets no
later than 45 days as from the registration date.

The set-off right in this case arised on the date of
the second registration under the LVAT, but subject to
the following condition — that the person who has regis-
tered for the second time submits a registration inven-
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tory of the assets and services within 45 days. If the reg-
istered person does not comply with this deadline, its le-
gal right of set-off is extinguished.

The set-off right may be exercised during the fiscal
period during which it has arisen or in one of the next
12 fiscal periods, with the available assets and the tax
included in the registration inventory being reflected in
the purchase diary for that fiscal period.

4.2. Set-off under the Law on corporate revenue
taxation (LCIT)!

One of the taxes regulated by the LCIT is the cor-
poration tax. The taxable object thereof is the fiscal
profit determined in accordance with the rules and con-
ditions provided in such law. The perception of corpo-
ration tax is yearly therefore the fiscal period for its de-
termination is a calendar year. The fiscal period for
newly-incoporated taxable persons covers the period
from the date of their incorporation to the end of the rel-
evant year and for liquidated ones — the period from the
beginning of the relevant year until the date of their lig-
uidation, unless otherwise provided by law.

On the basis of the fiscal financial results indicated
in the tax declaration from the previous year and the pro-
jected fiscal profit for the current year, tax debtors must
make monthly or quarterly advance payments for corpo-
ration tax. The obligation to make monthly advance pay-
ments exists for taxable persons whose net revenue from
sales for the preceding year is above 3,000,000 lv., and
all other taxable persons must make quarterly advance
payments. The following are not obliged to make ad-
vance payments: taxable persons whose net revenue
from sales for the preceding year is below 350,000 lv.,
and newly-incoporated taxable persons for the year of
their incorporation other than those coming into exist-
ence as a result of a transformation in accordance with
the Commercial Law.

The monthly and quarterly advance payments are
made in the amounts determined by the formulae set out
in the law. The amount of the advance payments due by
the taxable persons to whom corporation tax is assigned
for the current year is reduced proportionally to the
amount of the assigned portion of the tax. The taxable
persons can on their own initiative reduce the amount of
their advance payments, when they consider that they
exceed the yearly corporation tax due. This right can be
exercised through the submission of a declaration based
on example to the competent territorial directory of the
NRA.

The monthly advance payments are made by the
15th of the month for which they pertain, and the quar-
terly are made by the 15th of the month following the

quarter for which they pertain - there is no advance pay-
ment for the fourth quarter.

After the end of the calendar year, the tax debtors
who are subject to corporation tax must, by 31 March of
the next year, submit a yearly fiscal declaration (based
on example) for the fiscal result and the yearly corpora-
tion tax due. The declaration’s obligatory annexes are:
yearly activity account including its annexes and, if ap-
plicable, a copy of the report under the Law on Inde-
pendent Financial Audit’. The taxable persons who at
the same time have complied with the following condi-
tions are not obliged to submit a yearly activity account:
they have had no activity during the year and they have
not reported any revenues or expenses for the year in
accordance with the accounting legislation.

When calculating the corporation tax due in the
yearly fiscal declaration, the taxable persons have the
right to a tax credit for taxes which are similar to, or
were imposed instead of, corporation tax, and were paid
abroad. The amount of the tax credit is determined sep-
arately for each country and type of revenue and is lim-
ited to the amount of the Bulgarian tax imposed on such
profits or revenues.

The declaration is submitted at the territorial direc-
tory of the National Revenue Agency at the registered
office of the taxable person. The corporation tax due
must be paid in the state budget by 31 March of the next
year. For that purpose, a set-off is performed between
the tax due and the advance payments made for the rel-
evant year.

If the yearly corporation tax due based on the
yearly fiscal declaration is lower than the the advance
payments made for the relevant year, the tax debtor may
set off the excess against subsequent advance and yearly
payments due by it for the same tax, for the year follow-
ing the one for which the excess exists.

4.3. Set-off under the Law on the taxes over the
revenues of natural persons (LTRNP)?

The LTRNP regulates the taxation of revenues of
all kinds, received by national and foreign natural per-
sons during the fiscal year, except for revenues which
are declared as non-taxable under the same law. The rev-
enues’ taxation is performed for the year which coin-
cides with the calendar year. The yearly taxable revenue
and the yearly tax base are determined separately for
each revenue source, while the revenues liable to be
taxed with final taxes are excluded. The rules for deter-
mining the taxable revenue for each type of revenue
source differ. The yearly tax bases calculated for the rev-
enues of the taxable persons (with the exception of rev-
enues from economic activities as unipersonal trader,
revenues from other economic activities and from patent

1 Published in the NG, issue 105 of 22 December 2006, last amended and supplemented — NG, issue 95 of 8 December

2015.

2 Published in the NG, issue 101 of 23 November 2001, last amended and supplemented — NG, issue 95 of 8 December

2015.

3 Published in the NG, issue 95 of 24 November 2006, last amended and supplemented — NG, issue 95 of 8 December

2015.
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activies) form the aggregate yearly tax base, on the basis
of which the tax due is calculated.

Despite taxation being performed for a fiscal year,
in the presence of taxation of revenues from several
sources it is required that advance payments are made
during the year — i.e. revenues from employment activi-
ties, from economic activities including by natural per-
sons who are not traders within the meaning of the Com-
mercial Law, rent or other revenues from the usage for
consideration of rights and property, as well as revenues
from other sources under Art.35 LTRNP.

Thus employers, in their capacity as taxable per-
sons in respect of the tax over revenues from employ-
ment activities, are obliged to make advance payments
each month on the basis of the monthly tax base at the
final payment of the taxable revenue calculated for the
relevant month. The amount of the advance payment is
determined by multiplying the monthly tax base by
10%.

Tax debtors who are natural persons performing
economic activity as traders, within the meaning of the
Commercial Law, including unipersonal traders, make
advance payments at a tax rate of 15%, in accordance
with the rules and conditions set out in the LCIT. Natu-
ral persons who are not traders, within the meaning of
the Commercial Law, make advance tax payments at
10% of the taxable economic activity revenue. Natural
persons receiving rent or other revenues from the usage
for consideration of rights and property owe tax at 10%
of the difference between the taxable revenue and the
social security payments which such persons are obliged
to make for their own account. There are no advance
payments to be made on revenues perceived during the
fourth quarter of the fiscal year.

After the end of the calendar year, national natural
persons submit a yearly fiscal declaration based on ex-
ample for:

- the revenues perceived during the year and taxa-
ble on the aggregate yearly tax base and the yearly tax
base;

- the revenues taxable with patent tax under the
Law on Local Taxes and Duties;

- the revenues perceived during the year from
sources located abroad in respect of dividends, liquida-
tion proceeds, supplemental voluntary insurance, volun-
tary health insurance and life insurance;

- shares held in companies, locations of economic
activity, establishments and real estate situated abroad,
as well as monetary loans granted and received.

Foreign natural persons submit yearly fiscal decla-
ration only for the revenues perceived during the year
and taxable on the aggregate yearly tax base and the
yearly tax base, as well as the revenues taxable with pa-
tent tax under the Law on Local Taxes and Duties.

When completing their yearly fiscal declaration,
the taxable natural persons have the right and the obli-
gation to set off the sums of the advance tax payments
made by them during the fiscal year against the final tax
amount calculated in the declaration. The national natu-

ral persons have the right to set off also the final revenue
tax paid in during the tax year as per Art.37 LTRNP.

When the calculated yearly amount of the revenue
tax on revenues from employment activities is lower
than the tax paid in advance, the employer is obliged, by
31 January of the next year, to reimburse the difference
to the person concerned. In these cases, such person has
a right of set-off between this reimbursed sum and any
subsequent payments which they must make to the state
budget for taxes on revenues from employment activi-
ties of themselves or other person(s) (Art.49(6) and (7)
LTRNP).

Conclusion

In conclusion, it can be pointed out that set-off is a
method widely used in practice for the discharge of fi-
nancial obligations. Its application is conditional upon
specific circumstances regulated by both the TSPC and
the special laws (the LVAT, the LCIT and the LTRNP).

Set-off serves both a discharge and a security func-
tion. As a result of the discharge function, the financial
legal relation is changed, due to one of the obligations,
and any security interests undertaken in regard to such
obligation, being both discharged. As from the moment
of the discharge of the counter obligations, the accrual
of interest on arrears stops as well, and the debtor is re-
leased from its obligation.

The security function is linked to the defence of
public interests and serves as a guarantee against an
eventual insolvency of the financial debtor.

The sole holder of the potestative legal right to per-
form set-off is the state. Therefore, such set-off right is
exercised by the competent organs through a unilateral
sovereign volition, even in the cases where the exercise
thereof is performed on the initiative of the debtor. This
method of discharge is hence applicable regardless of
the debtor’s will.
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Jumutpos II. 3ajik sk 3aci0 noramenHs myo-
JiyHuX (piHaHCcOBUX 3000B'm3aHHs B PecnyOiku
Bouarapis

[lupokoBigomMuii MOHEeTapHUH XapakTep diHaHCO-
BOI 3a00pProBaHOCTi 1 3000B'A3aHb HAJA€ MOMKJIHMBICThH
3aCTOCYBaHHS FOPHIMYHOTO IHCTUTYTY 3aJIiKy TAaKOX i B
(inancoBomy mpaBi. Posrisimaerbes BIumB crieriudiku
OTPETYIILOBAaHKUX CYCIUTLHUX BIJTHOCHH 1 3aCTOCOBYBa-
HOT'0 HE3aJIeKHOTO METOLY y (iHAHCOBOMY TIpaBi Ha BH-
MOTH 1 YMOBH JJIsi BUKOPHCTaHHS 3aJliKy 3 METOI0
crutati (hiHAHCOBOT NIeOITOPCHKOT 3a00ProBaHICTi 1 30-
O0B's13aHb.

[IpoananmizoBaHO 3araipHa 1 CIieliaJibHa TPaBOBi
OCHOBH BHMOT i YMOB, IIPH SKUX MOXJIMBE ITOTAIICHHS
Ha OCHOBI 3aJiKy (DiHaHCOBHX 3a00proBaHocTeH i 3000-
B'si3aHb. PO3IISTHYTO OKpeMi TIMOTe3H, B SKHUX JOITY-
IIeHO 3aliK (iHaHCOBOI 3200proBaHOCTI 1 3000B'sI3aHb
JIepyKaBHUMH OpTaHaMU, 3aJliK OpraHOM, B KOMIIETEHIII 1
SIKOTO TepeOyBae BCTAHOBJICHHS (hiHAHCOBOTO OOOB'S-
3Ka, 3aJIK B MPOIECi 3MiHCHEHHS MPHUMYCOBOTO BUKO-
HaHHS, a TAKOXK 3K (PiHAHCOBOI 3200PrOBAHOCTI 1 30-
OOB'sI3aHb B MOPSJIKY CHEMiabHUX 3aKOHIB. OcoOIHUBY
yBary npHIUICHO aKTy, Ha OCHOBI SIKOTO 3JIIHCHIOETBCS
3aiK (iHAHCOBOi 3a00PrOBaHOCTI 1 3000B'13aHb, a Ta-
KO>K KOMIIETEHTHHM OpTaHaM BHIAdi.

Knouosi crosa: 3anik hiHaHCOBOT 3a00proBaHOCTI
1 3000B'sI13aHHs, aKT 3aJIiKy, IMOJATOK HA JOJAaHY Bap-
TiCTh, MOJATKOBUI KPEIUT, KOPIIOPATUBHUI IOJIATOK,
OIMOIATKYBaHHS (PI3UIHUX OCi0, OMOJATKYBAHHS JIOXO-
B,

Jdumutpos I1. 3auer kak cpeacTBO MOrameHus
nyoJMYHbIX (MHAHCOBBIX 00s13aTebLCTBA B Pecny0-
aukn boarapus

[upoko pacnpocTpaHEHHBIH MOHETAPHBINA XapakK-
Tep (UHAHCOBOW 33JI0JDKEHHOCTH M 00s3aTeNbCTB
MPEIOCTABISIET BO3ZMOXKHOCTh HMPUMEHEHHS I0pUaNYe-
CKOT'0 MHCTHUTYTA 3a4€Ta TAKKE U B (PUHAHCOBOM IIPaBe.
PaccmatpuBaercsi BIHMSHUE CHEHU(PHKH OTPETryIHPO-
BaHHBIX OOIIECTBEHHBIX OTHOIIECHUH M MPUMEHIEMOTO

HE3aBHCHUMOT0 METOoJ1a B (PMHAHCOBOM IIpaBe Ha TPeOo-
BaHUS W YCIOBHS JUIS HCIIONB30BAHUS 3a4eTa B IIEIIIX
yIIaThl (PUHAHCOBOW NTEOUTOPCKOM 3aI0JDKEHHOCTH U
00513aTEeIBCTB.

[Tpoananu3upoBansl o0mas ¥ CHENUANBHAs TIpa-
BOBBIC OCHOBBI TPEOOBAaHHWIA M YCIOBHM, MPH KOTOPHIX
BO3MOKHO TOTAIIeHHE Ha OCHOBE 3a4eTa (pHHAHCOBBIX
33JJOJDKCHHOCTEH W 00s13aTenbcTB. PaccMOTpeHbl OT-
JIeTTbHBIC THIIOTE3bI, B KOTOPBIX AOMYIIEH 3a4eT (PHHAH-
COBOH 3aIJOIKEHHOCTH U 0053aTENBCTB TOCYIapPCTBCH-
HBIMHU OpPTaHAMH, 3249€T OPTaHOM, B KOMIIETCHIINN KOTO-
pOT0 HAXOUTCSI yCTAaHOBJICHHE (PMHAHCOBOW 00S3aHHO-
CTH, 3a4€T B MPOIIECCE OCYIIECTBICHUS PUHYIUTEIb-
HOTO BBITIOJIHEHHS, & TAKXKE 3a4eT (PHHAHCOBOH 3aI0J1-
KCHHOCTH U 00513aTEIILCTB B MOPSIKE CIICIIHATIBHBIX 3a-
KoHOB. Ocoboe BHIMaHHE YIEIECHO aKTy, Ha OCHOBE KO-
TOPOT0 OCYIIECTBIISACTCS 3a9eT (PUHAHCOBOU 3aJI0JKEH-
HOCTH W 00S3aTENBCTB, & TAKIKE KOMIIETCHTHBIM Opra-
HaM BBIJIa4H.

Kniouegvie crnosa: 3ader UHAHCOBOW 3a/I0JIKCH-
HOCTH M 00s3aTeNIbCTBA, aKT 3a4eTa, Hajor Ha g00aB-
JICHHYIO CTOUMOCTb, HAJIOTOBBIH KPEIUT, KOPIIOPATHB-
HBII HAJIOT, HAIOT000I0KEHHE (PU3MYESCKHX JIHII, HAJIO-
roo0JIOKEHNE JOXOH0B.

Dimitrov P. V. Set-off as a Means for Extin-
guishing Financial (Public) Obligations in the Re-
public of Bulgaria

The widely spread monetary character of financial
receivables and obligations allows the use of the legal
concept of set-off in financial law as well. This article
considers the influence of the specificities of regulated
public relations and the sovereign method applied in fi-
nancial law on the requirements and the conditions for
the use of set-off for the purposes of the discharge of
financial receivables and obligations.

This article analyses the general and the special le-
gal framework regulating the requirements and the con-
ditions for the use of set-off for the purposes of the dis-
charge of financial receivables and obligations. It con-
siders different cases where the set-off of financial re-
ceivables and obligations is allowed — set-off by revenue
organs, set-off by the organ competent to determine the
financial obligation, set-off during an enforcement pro-
cedure, as well set-off of financial receivables and obli-
gations in accordance with certain special laws.

A particular attention is given to the sovereign act
on the basis of which the set-off of financial receivables
and obligations is performed — the set-off act, as well as
the organs competent for its issuance.

Keywords: set-off of financial receivables and ob-
ligations, set-off act, value added tax, tax credit, corpo-
ration tax, taxable persons, revenue taxation.

Received by the editors: 13.10.2015
and final form 28.12.2015

Exonomiunmii Bicauk Jlonbacy Ne 4(42), 2015



0. V. Derevyanko

UDC 336.7

O. V. Derevyanko,
Classic Private University,
Zaporizhzhya, Ukraine

ASSESSMENT OF COMPETITIVENESS OF COMMERCIAL BANKS
AND METHOD OF DETECTION COMPETITORS IN THE BANKING MARKET

In a market economy particularly important assess-
ment of competitiveness of the bank, because the market
there are banks who compete for engagement and re-
source allocation. Under these conditions, the effective-
ness of the bank depends on its competitive position and
competitiveness. The need to analyze the competitive-
ness of the bank there all participants entities involved
in the banks: the Bank's clients, potential investors, the
bank's shareholders, regulatory authorities, international
financial institutions, the media, employees of the bank,
the bank's competitors. The goal they all reveal the real
financial condition, its degree of reliability and compet-
itiveness. Of particular relevance is the question of as-
sessing the competitiveness of banks in the financial cri-
sis. All this makes the strategic orientation of banks to
occupy the leading position in the competitive environ-
ment, as well as maintaining and improving its compet-
itiveness.

Analysis of recent research and publications.
Due to its exceptional urgency, the problem of research
on the nature and characteristics of banking competi-
tion, as well as evaluating the competitiveness of banks,
we found wide coverage in domestic and foreign litera-
ture. In particular, studies of this issue are engaged sci-
entists as authors I. Andreev, N. Andrushkiv, W. Wolk,
T. Hirchenko, G. Oleszczuk, F. Shpyg and others.

The issue of the competitiveness of the bank al-
ways pay attention to economists who study problems
of the banking system. Great contribution to the devel-
opment of structural analysis problems of competitive-
ness strategies such banks have foreign and domestic
scientists: Porter, R. Fathutdynov, Yuri Zaruba, Alexan-
der Kireev, Ivan Fomin, and others. With regard to the
assessment of the competitiveness of commercial banks,
they are much less studied (I. Voloshchuk, A.
Dzyublyuk, A. Lavrushin, A. Galyts, Savluk M. et al.).

In the above-mentioned researchers it is revealed
the nature and characteristics of banking competition,
investigated the nature and modification of competitive
relations in the modern banking market, examined main
sources of competitive advantage of banks and their
transformation. It is also investigated the question of the
competitiveness of banks and their assessment, in par-
ticular - given the definition of the economic category,
made efforts to offer its indicators and approaches to as-
sessment. However, despite serious attention to issues
of competitiveness among domestic banks as well as

among foreign researchers, methodological bases its as-
sessment remain undeveloped for a number of reasons.
First, in the scientific literature there is no clear and con-
sistent interpretation of economic categories "competi-
tiveness bank", which should be based, on the one hand
the basic provisions and fundamental ideology of mod-
ern theories of competition, on the other hand - take into
account the fundamental principles of banks as specific
financial a special type of institutions and transfor-
mation of the nature of banking competition in the mod-
ern world. In this regard, the literature is not as clear and
well-established set of indicators that would allow the
bank to evaluate the competitiveness and efficient meth-
odological tools that have transformed the assessment of
various parameters in a single scale and allow the calcu-
lation of certain integral index of competitiveness.

The formation of article’s purposes. According
to the identified gaps in scientific researches, the main
purpose of this article is to justify a set of indicators of
competitiveness of the bank and offer a method of eval-
uation, completing their practical testing.

The main material research. Today, to improve
the competitiveness of commercial banks need to de-
velop adequate methodological tools that can detect and
critical competitive potential in areas of banks and on
this basis to create a mechanism to improve their com-
petitiveness.

In the scientific literature different methods are
marked to assess the competitiveness of commercial
banks. They are mainly based on the assessment of the
techniques of commercial banks, primarily financial, or
such important characteristics of its activities as stability
and safety. These methods differ only sources of infor-
mation, covering areas of banking and consideration of
the environment, the type used indicators construction
tools, technologies calculation (Fig. 1).

Many foreign banks use in conducting strategic re-
search and analysis of competition intensity of compet-
itive forces model of M. Porter, who believed that to
achieve competitive advantage possible if both perform
three tasks:

1. Improving the quality and consumer properties
product.

2. Reducing costs and preserving the highest pos-
sible level of prices.

3. Aspect products to targeted market segments.
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Methods of assessing the competitiveness of commercial banks

Source of information €
= Public reports
> Internal reports
— Internal and external sources

Considering the environment €<

= Internal environment

The internal and external
> environment

The criteria
of classification

=N Source of information

Financial activity

Financial and non-financial
activities

Type of indicators

Quantitative indicators

Quantitative and qualitative
indicators

The method of construction

Rating evaluation <

Mark estimation

Integrated indicators <

The technology of calculation

Balance approach

Expert approach

Fig. 1. Classification of methods for assessing the competitiveness of commercial banks

By the methods of assessment of commercial bank
it is included known methodological development ex-
perts, banks, rating agencies, consulting companies - a
system «CAMEL», methods of the Bank of England
«RATEp, rating agencies «Fitchy, «Standart & Poor'sy,
«Moody's», «Bank-rates», «MarkswebbRank & Re-
porty, consulting companies «BostonConsulting-
Group», «FrankResearchGroupy.

Also, there are many methods for assessing the
competitiveness of commercial banks, which are devel-
oped by scientists and groups of experts under the lead-
ership of V.Kromonov, A.V. Suvorov, D.K. Potapov
and V.V.Yevstafyeva, A.G. Zaharyan, S.N. Kapustin
and others.

Much of these methods is based only on the finan-
cial statements as a primary source of information on the
activities of the bank and includes mainly quantitative.
Thus, the method of estimating the significance of the

banks, the proposed by A.V. Buzdalin, is based on at-
tracting multi evaluation methods of banking, expressed
set of indicators, including: the total value of assets; the
total value of commitments; the total amount of bank's
own funds; the volume of individuals' deposits; the size
of the budget accounts.

We believe that in certain benefits (a lot of criteria,
the relative ease of selection information), this method
does not give a complete picture of the competitiveness
of the bank as focuses only on financial side its activities
and balance data is not taken into account of qualitative
characteristics of banking, and among the quantitative
parameters contains only absolute figures, which creates
difficulties with interpretation differences when com-
paring banks, different size capacities, and eliminates
the possibility of comparing the efficiency of use. In ad-
dition, the method does not take into account the prob-
lem of assessing the significance of the calculation pa-
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rameters are ignored criteria such as asset quality, the
level of risk, capital adequacy, etc.

Methods that are used by rating agencies and con-
sulting companies tend to include not only financial in-
dicators (capital adequacy, liquidity, asset quality, the
structure of liabilities, risks and profitability), but the in-
dexes of market position of the bank (image, market
share, customer base, geographical structure, specializa-
tion) and quality of bank management that the overall
lets you display both quantitative and qualitative char-
acteristics of banking.

There are several methods for assessing the com-
petitiveness of banks that implemented efforts to expand
the approach to assess the competitiveness of commer-
cial banks by taking into account its investment attrac-
tiveness, economic and non-economic factors, the total-
ity of quantitative and qualitative characteristics of
banking, consumer preferences, competitive banking
services as part of the competitiveness of the bank and
as part of the internal and external environment.

The method proposed by I.A. Nikonova and R.N.
Shamhunov comes from recognizing the need to assess
the competitiveness of commercial bank not only for
banks, competitors and customers, but also for investors
who are considering the competitiveness of the bank
from the standpoint of its investment attractiveness. The
methodology identified the twenty most important qual-
ity criteria for assessing the bank's corporate clients and
individuals, including the level of confidence in the
bank, qualified staff, the popularity of the bank, the
quality of services provided, development of the branch
network, the bank's compliance policy interests of the
region and others.

The method is developed by I.N. Rykov and A.A.
Chernyshev, to assess the competitiveness of the bank
allocated two blocks of indicators characterizing its sta-
bility and consumer preferences. Block sustainability of
indexes includes five sub-blocks, coefficients of relia-
bility, liquidity, profitability, etc., which calculated on
basis of point scale. The method also provides account
external factors - parity of interest rates on the main
types of services. Under certain benefits of the proposed
methodological approach it differs significant limita-
tions because it does not reflect any of algorithm and
calculation of consumer preferences and environmental
factors, not technology determining points for the stabil-
ity factor, no way to combine all indicators into a single
indicator that reflects the level of competitiveness com-
mercial bank.

The method, which is proposed by [.A. Spitsyn and
Ya.O. Spitsyn, differs from the above, firstly, the clear
construction of criteria of competitiveness and compo-
sition used indicators. It involves a comparative analysis
of banks competing for criteria such as absolute and rel-
ative market share trends of change, the relative profita-
bility of banking, the relative quality and cost of services
provided, the emergence of new services, the degree of

concentration of the client base, relative capital intensity
of bank . The overall levels of competitiveness of com-
mercial banks, by the authors, based on the importance
of peer review on meaning of indexes and bring them to
a common point scale (50 points).

In our view, an undoubted advantage of method is
assessment of the market share occupied by the bank in
statics and dynamics, and quality characteristics of bank
activity (quality of services provided), which, of course,
adjust the results derived from the financial statements.

The competitiveness of banking services - an im-
portant component of the competitiveness of the bank -
defines the importance of developing methodological
tools for assessing the competitiveness of banking ser-
vices. Appropriate methods are based on approaches
that provide accounting:

* Qualitative parameters of banking services re-
lated to the performance characteristics of their sales;

» Segmentation models of distribution customer
base;

* Consumer and economic characteristics of bank-
ing services based on the analytic hierarchy;

* Allocation product line with the analysis of feasi-
bility of providing each service and tariff policy.

In some works methodological tools of assess the
competitiveness of banking services built into the sys-
tem for evaluating the overall level of competitiveness.
So, Y.S. Kudasheva rightly observes that determine the
competitiveness of services is one of the main parame-
ters of the bank; while developing the method for as-
sessing the competitiveness of the banking services au-
thor considers it is necessary to take into account the
cost of banking services dependent on their quality, and
conduct comparative description of the main banking
activities of the bank and the key parameters of quality
banking services.

Methods by Yu.Z. Kaidashev is based on calcula-
tion of the major internal and external performance of
the commercial bank. Assessment of the internal envi-
ronment of the bank is based on calculating the quality
criteria of assets and liabilities, the bank's capital ade-
quacy, profitability and profitability of its operations,
the bank's image and competitiveness of services. Eval-
uation of the environment of the bank includes the cri-
teria for the calculation of the state population, the real
economy and the results of government regulation.

We believe that in the considered method it is com-
bined qualitative and quantitative indicators, although a
number of quantitative indicators developed to reflect
the quality of the assets and liabilities, and capital ade-
quacy, needs clarification (eg reserve ratio, defined as
the ratio of reserve and loan debt , which is included of
the indicators are not as assets and liabilities, and capital
adequacy, etc.). The advantages of the technique include
the account environmental factors of the bank. How-
ever, the proposed method of calculation shall be sub-
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mitted not certain. If it is assumed that all banks com-
peting in the same set of economic conditions, competi-
tiveness is the ability of banks calculated under equal
environmental conditions, the question arises: why do
we need to consider the environmental criteria in an in-
tegral factor, because it does not affect the results of
comparative analysis of competitiveness?

Of course, it seems that environmental factors ac-
count shall be determined by the choice of study. Thus,
the analysis of the competitiveness of banks on a na-
tional scale is important to take into account regional
differences in terms of (meso level), the scale of the

global economy we should include in addition the anal-
ysis of characteristics due to specifics of the national
economy (macro level). If we assess the relative com-
petitiveness of regional banks at the regional level, the
account regional conditions common to all banks in the
region, does not affect the results of the integral calcu-
lation. Thus, the method involves a multi-purpose ac-
count environmental factor.

Overall analysis of methodologies of assesses the
competitiveness of the banks that are presented in the
economic literature, can identify a number of major dis-
advantages (Table. 1).

Table 1

The main disadvantages of methods for assessing the competitiveness of banks

(Personal opinion of the author)

Disadvantage

Characteristic

Accounting for a limited num-
ber of factors

Most methods are based on internal information and does not take into account the state of the
environment

Unrepresentative  composition
of parameters(indexes)

Several methods boils down to assessing only the quantitative characteristics of banking ac-
tivity and does not reflect its quality indicators. Quantitative characteristics sometimes are just
absolute terms that are less informative because of various complicating comparisons largest
banks in the efficiency of their operation. In methods that include quality indicators that char-
acterize not quantitative characteristics of the bank, these indicators are often unconsidered

Subjective character

Inclusion in the methods of qualitative indicators involves the use of peer review, which causes
some degree of subjectivity.

A similar situation arises when using the integrated competitiveness indicators of the bank
when expert assessments are used to determine the significance of the contribution of private
integral indicators

Static character

Methods that are based on the use of data at one period, to assess the current state of compet-
itiveness of the bank, but do not reflect the dynamics of this state

Non-transparency

Closed nature of some methods does not allow understand how the calculation results of the

assessment of competitiveness of banks

Limited of application

Methods based on confidential information cannot be applied by all market stakeholders

In connection with the above, the need to develop
updated methodology for assessing the competitiveness
of commercial banks, which could to some extent to
eliminate. In our view, this method should reflect an un-
derstanding of the concept of ‘competitiveness of com-
mercial banks' choice of subject and study accounting
factors determining the competitiveness of the bank and
the identification of indicators that characterize it.

According to author’s opinion competitiveness of
commercial banks as integral characteristics of its oper-
ations, the bank's method of estimating the competitive-
ness involves the use of an integrated indicator that can
be represented as a composition system of private crite-
ria. The integral indicator, as opposed to private, pro-
vides a comprehensive picture of the competitiveness of
the bank. At the same time the use of private indicators
helps to identify the vast and critical position of the bank
in certain areas of its operations, it is necessary for the
formation mechanism of improving the competitiveness
of the bank.

In our opinion the final integrated assessment
should take into account important factors and criteria
that shape the competitiveness of the bank, evaluation

and display the main consolidated group settings. Thus,
these criteria can be expressed by a number of quantita-
tive and qualitative indicators that should the most cor-
rect and fully reflect the quantitative and qualitative
characteristics of the competitiveness of the bank be-
cause of how performance adequately express the es-
sence of the phenomena studied depends evaluation re-
sults.

We believe in establishing competitiveness indica-
tors of the bank should proceed with their compliance
with certain requirements, the most significant of which
are:

1. Informative (complete and versatile display in-
formation about the contents of the object of study);

2. Reliability (accurate and objective reflection of
the investigated processes);

3. Adequacy (adequately reflected the changes tak-
ing place with the object of research);

4. Specificity;

5. Optimality (choice of indicators to avoid exces-
sive detail with sufficient breadth of content object of
study and minimize the cost of collection, processing
and use of data);
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6. Dynamism;

7. Comparability (possibility of comparison on the
subject and the object of study period, the calculation
methodology);

8. Complementarity (matching task, each figure
should be focused on measuring progress in addressing
specific tasks);

9. Additive (the ability to aggregate);

10. The complexity (compatibility and comple-
mentarity of indicators reflecting the totality of charac-
teristics of the object of study).

According to the author's methodology compara-
bility of performance achieved by transferring their
counterparts in quality and bringing the total base, de-
termined in accordance with specified levels of compet-
itiveness.

Qualitative analogues is calculated as follows:

w = (ri—Xmin) (N—-1) 41 1)
Xmax~Xmin

u; — value analysis and quality of i-indicator of the
competitiveness of the bank;

x; —value of i-indicator competitiveness bank;

Xmax» Xmin — Minimum and maximum values of i-
indicator of competitiveness bank;

N —number of levels of competitiveness.

The number of target levels of competitiveness de-
pends on the nature of the solving problem. In accord-
ance with the objectives of our research, we have iden-
tified five levels of competitiveness:

v low;

v' below average;
v’ average;

v’ above average;
v high.

Transformation of the rates in qualitative ana-
logues is implemented by splitting the scale of values of
each indicator on a number of intervals; thus the com-
petitiveness index estimated the bank enters the interval,
at the level of competitiveness in the adopted scale.

In this case the integrated indicator calculated by
the formula:

Qr = Zi(u; * dy) 2)

Qy, — total weighted assessment of the competitive-
ness of the bank;

u; — value of quality analogue of i-indicator bank
indicator of competitiveness;

d; — factor of significance of i-indicator.

When grouping performance analog on the degree
of their dependence on the influence of internal or
external environment banks integrated assessment of the
competitiveness of banks is the formula:

Qk = Zi(ui * dBT) + Zj(uj * dgy) 3)
Q;, — total weighted assessment of the competitive-
ness of the bank;

u; — values of analogue indicators, reflecting the
impact of internal factors of competitiveness bank;

u; — values of analogue indicators, reflecting the
impact of external factors of competitiveness bank;

dyr, dgy — significance of factors internal and ex-
ternal factors.

When you select groups of indicators of the com-
petitiveness of private banks criteria, the formula for
calculating the integral indicator can be presented as fol-
lows:

Qk = KK + KM + KB’ (4)

Q) —total weighted assessment of the competitive-
ness of the bank;

K, — important criterion competitive banking ser-
vices;

K, — important criterion bank in the banking mar-
ket;

K, — criterion value retention capabilities bank of
its position in the market.

Since each of the partial criteria of competitiveness
can be expressed by a number of indicators, the value of
private criteria defined in turn as the sum of the values
that characterize its performance analog weighted their
importance and the integral index formula is as follows:

Qr = Xi(w; xdy) + Xj(u; * dj) + Tp(ug x di)  (5)

Qy, — total weighted assessment of the competitive-
ness of the bank;

u; — value of analogue indicators characterizing
competitiveness criterion banking services;

u; — values of analogue indicators that characterize
the criterion of the bank in the market of banking ser-
vices;

uy, — values of analogue indicators that characterize
the possibility of retention criterion bank of its position
in the market;

d;, dj, dy — factors of significance indicators of the
competitiveness of private banking criteria, local banks
in the banking market and the possibility of the bank
keeping its position in the market.

One of the important conditions is the correct
choice of integrated assessment methods aggregation of
indicators included in the basis of calculation. If the
weights are determined arbitrarily, without sufficient
theoretical or empirical evidence, the results of inte-
grated assessment may be distorted.

The expert procedures are often used to determine
the weights associated with a significant amount of time
depends on the competence of the experts and is, as
noted, subjective. To minimize the risk of subjective and
incorrect assessments we propose to use to determine
the relevance of indicators of competitiveness of banks
methodological procedure based on the use of infor-
mation entropy formula K.E. Shannon.

H = Y py log 1/pk Q)
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H — amount of information;

Pk — probability K-events

This formula can be used to determine the spread
of values for each indicator, if instead of using probabil-
ity relative frequency of the random variable (evalua-
tion) for each indicator will be used. Thus, all properties
receive their value; while with changing characteristics
over time and, accordingly, changing their significance

used an approach would adequately reflect the changes
taking place.

Based on the selection criteria of competitiveness
base of commercial banks, the results of comparative
analysis methodologies to assess competitiveness and
taken account of the requirements for performance, we
have identified the following groups of indicators char-
acterizing the basic criteria of competitiveness of banks.

Table 2

Criteria and indicators of competitiveness of commercial banks

Criteria

Indicator

Quantitative

Qualitative

The competitiveness of banking services
reflects the attractiveness of the service
to the consumer compared to competing
services, the ability of the bank to effec-
tively use your business potential

The cost of banking services in the context of]
the main types of tariffs for services

The quality of banking services in terms of]
their basic types: the breadth of the range of]
services provided; consumer's properties of]
services; speed of service delivery; the level
of customer service and culture; sold quality
of service; forms of promotion services

The place of banks in the banking mar-
ket - describes the significance of the
bank, its position in the banking market
compared to competitors

The share of net assets of the bank in the total
value of the net assets of the banks in the re-
gion; the share of deposits of individuals in the
total value of bank deposits of individuals in
banks in the region; share of enterprises and or-
ganizations involved in the total value of bank
funds of enterprises and organizations in-
volved banks in the region; the share of bank
loans to individuals in the total value of loans
granted by banks to individuals in the region;
the share of bank loans to companies and or-
ganizations in the total value of loans granted
by banks to companies and organizations in the
region

Persistence and by developed market posi-
tions: universal bank; key areas of activity;
development of new activities of the bank;
the duration of the financial market; a de-
veloped network of branches and repre-
sentative offices; the degree of participation
of the bank in socio-economic life of the re-
gion

The ability of banks to retain market po-
sition - defined business potential bank,
consisting of distinguished financial and
non-financial components

The financial component: assessment of capi-
tal share of capital in liabilities, capital ade-
quacy ratio, the level of capital intensity; rating
liabilities: the share of obligations in liabilities,
the share of deposits of private entrepreneur in
the commitments, the share of enterprises and
organizations in commitments efficiency ratio
of borrowed funds; valuation of assets: the
share of loan debt ratio, the share of overdue
loan debt in the total loan debt, the ratio of re-
serves to assets and the level of highly liquid
assets, efficiency ratio of the assets; the liquid-
ity of the bank: quick liquidity ratio, current ra-
tio, the rate of long-term liquidity; yield and
profitability: return on assets, return on assets,
return on capital.

No financial component: assessment of the
quality and impact of bank owners, trans-
parency of ownership structure, the pres-
ence of regulatory owners; evaluation of the
quality of corporate governance of the bank:
the image of the head, the effectiveness of]
organizational management structure, the
impact on holders of bank management,
protection of minority shareholders, clients
and partners; effectiveness and independ-
ence of operational management, profes-
sional top management, personnel policy,
the effectiveness of risk management, the
level of technical and technological equip-
ment, the quality of the information policy;
the availability of non-financial risks: the
risk of ineffective strategies, reputation risk,
the impact of significant changes

Apparently, to determine the competitiveness of
commercial banks in the evaluation system includes all
the important parameters of their activities.

Comparison of competitiveness of commercial
banks (both quantitative and qualitative) provided by
their counterparts in quality translation by formula (1).
The resulting figures are placed in appropriate intervals
of the scale, which includes five levels of competitive-
ness. Integral criteria of competitiveness and private
commercial banks calculated taking into account the im-
portance of indicators - qualitative counterparts, which

are determined using the formula of information en-
tropy.

Qualitative indicators are evaluated on a model that
involves the use of a 100-point scale and method of
"ideal bank" or "Happy competitor." Growth competi-
tiveness is measured in the following way:

0-30 points - low level - bank outsiders that lose
the competition, have competitive advantages and is un-
competitive in the banking market;

31-50 points - the level below average - weak
banks are gradually losing competitive advantages and
is unable to provide sufficient competitiveness;
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51-70 points - average - banks followers with too
few competitive advantages and do not have sufficient
competitiveness;

71-90 points - above the average level - this level
are trailing leaders banks that have sufficient competi-
tive advantages and have potential for growth;

91-100 points - the highest level - this level with
leading banks that have major competitive advantages
and high level of competitiveness.

For practical assessment of competitiveness and
determining the competitive advantages of commercial
banks, using proprietary methods, we conducted re-
search. The author chose to analyze group of leading

Ukrainian banks, which operate on the regional banking
market - in Zaporozhye. The structure of the estimated
group of banks included such leading banks as PJSC
«Privatbank», JSC «Oschadbank», PJSC «PUMBY,
PJSC «Alfa Bank», PJSC «Ukrsotsbank», PJSC «OTP
— Bank». The choice of these banks in the subject of re-
search is due to the fact that they are active in all seg-
ments of the banking market and take an active position
in the regional market.

The resulting assessments that determine the com-
petitiveness of an integrated banking market, taking into
account all aspects of banking and sources of competi-
tive advantage can be presented in a table 3.

The loan portfolio, bln.
UAH

Deposit portfolio bin.
UAH

People

Number of subsidiaries,
branches and
representative offices,
units

The customer base, min.

== PJSC "Privatbank
e JSC "Oschadbank"
e PJSC "PUMB"

= PJSC "Alfa Bank"
e===PJSC "Ukrsotsbank"
e PJSC "OTP - Bank"

Market share, %

The product range,
positions

Fig. 2. Polygon competitiveness of banks in the banking market in Zaporizhzhya

Table 3

Integrated assessment of banks' competitiveness in the regional market of banking services in Zaporozhye

The competitiveness of | The place of banks in the | The ability of banks to The overall indicator
Ne Bank banking services banking market retain market position
Rating | Inter-pretation | Rating |Inter-pretation| Rating |Inter-pretation| Rating |Inter-pretation
1 |PJSC "Privatbank" 91 |Leader 95 Leader 91 Leader 92,33 |Leader
2 |JSC "Oschadbank" 72 |Persecutor 91 Leader 96 |Leader 86,33 Conten@er for
leadership
3 |PJSC "PUMB" 73 |Persecutor 84 Persecutor 80  |Persecutor 79 Persecutor
4 |PJSC "Alfa Bank" 71 |Persecutor 60 Follower 60 Follower 63,66 |Follower
5 |PJSC "Ukrsotsbank" | 60 |Follower 50 Weak bank 50 |Weak bank 53,33 |Weak bank
6 |PJSC "OTP - Bank" 60 |Follower 60 Follower 50 |Weak bank 56,6 Follower

Conclusions. Practical application of the proposed
technique has allowed banks to assess the competitive-
ness of the regional banking market in the city Zapo-
rozhye. The estimation showed that the banking market
in Zaporizhzhya undisputed leader is PJSC «Privat-
bank», which has sufficient competitive advantages in
all areas and is able to significantly outpace its compet-
itors. The main competitor of PJSC «Privatbank», to

88

lead now is JSC «Oschadbanky, primarily due to its high
market activity, a wide coverage of the regional market
distribution network, strong customer base and product
line banking. However, lack of operational efficiency
and deterioration recently integrated quality manage-
ment reduce its level of competitiveness. Among the
promising banks, which can then become active perse-
cutors leaders is to provide first PJSC «PUMB» and
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PJSC «OTP Bank». These banks are developing quite
dynamically and effectively as they observed high levels
of operating activity. The key to this is greatly effective
management, prospective customer base and high qual-
ity work with clients. Also we noted that an important
role in ensuring the overall competitiveness of the banks
owned by the quality of banking services that is offered.

Consequently, the proposed feature of the author's
technique is to use a combination of:

» methods of multidimensional comparative analy-
sis that takes into account not only absolute levels of
competitiveness of each bank, but the degree of approx-
imation to the minimum and maximum values of other
banks;

» methods of quality statistics to calculate quality
indicators and their analogs positioning interval scale
competitiveness;

» ways of aggregating indicators to measure the
competitiveness of banks based on the concept of infor-
mation entropy and formula of K.E. Shannon guarantee-
ing objectivity of determining the relative importance of
these factors in the formation of integrated indicator.
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HepeB’sinko O. B. Oninka KOHKYPeHTOCIPOMO-
JKHOCTI KOMepuiliHOro 0aHKy Ta MeTOAUKA BHAB-
JIeHHSI KOHKYPEHTIB HA pUHKY 0aHKIiBCbKHX MOCJYT

CTaTTIO MPUCBSYEHO JOCTHKEHHIO METO0IOT 14-
HUX Ta MPaKTUYHUX MIPOOIEM OIIHKA KOHKYPEHTOCIIPO-
MOKHOCTI 0aHKiB Ha pUHKY OaHKiBChKHMX mociyT. Jlo-
CJIIPKEHO METOJIUYHI ITiJIXO/IH JI0 OLIHKA KOHKYPEHTO-
CIIPOMO>KHOCTI KOMEPIIIHUX OaHKiB, BUSBICHO OCHOB-
Hi HEIOJIKU ICHYFOUMX METOIMK OI[IHKH KOHKYPEHTO-
CITPOMOIKHOCTI 0aHKiB. PO3p0o0iieHO METOIMKY OIlIHKH
KOHKYPEHTOCIIPOMOXKHOCTI OaHKy 3a JOIOMOTOI0 iH-
TErpalibHOTO IHAWKATOPA, SKAH JO3BOJIIE OTPHMATH
KOMITJICKCHE YSIBIICHHS IIPO KOHKYPEHTOCIIPOMOKHICTh
0aHKy, CIIpUsiE BUSBICHHIO K TICPEBAXKHUX, TaK 1 KpU-
TUYHUX TO3UIH OaHKYy 3a OKpPEMHMH HAIpsIMaMH [li-
SUTBHOCTI, 110 He0OXimMHO Juis (HOpMyBaHHS MEXaHi3My
MiJIBUIICHHS HOr0 KOHKYPEHTOCIIPOMOKHOCTI.

Kniouosi crosa: innukarop, 6aHKIBCbKa KOHKYpe-
HIIi, KOHKYPEHTOCIPOMOXHICTh OaHKY, KOHKYpPEHTHI
nepeBaru 0aHKy, KOHKYpEHTHA MO3UIIisl OaHKy, iHTerpa-
JIbHA OIliIHKa KOHKYPEHTOCIIPOMOKHOCT!I.

JepeBsinko A. B. OneHka KOHKYpeHTOCNOC00-
HOCTH KOMMEPYECKOro 0aHKAa W MEeTOANKA BbIfIBJIE-
HUSI KOHKYPEHTOB HA PbIHKEe 0aHKOBCKHUX YCJIYyT

CraTbs TOCBSIIEHA WCCIEIOBAHUIO METOIOJIOTH-
YECKHX M IPAKTHYECKUX IIPOOIIEM OLICHKH KOHKYPEHTO-
crocoOHOCTU GaHKOB Ha PbIHKE OAHKOBCKUX yciyr. HMc-
CIIEZIOBAaHBI METOIMYECKHUE TOAXOIb! K OLCHKE KOHKY-
PEHTOCTIOCOOHOCTH KOMMEPUYECKUX OAHKOB, BBISBJICHBI
OCHOBHBIC HEJOCTATKA CYIIECTBYIOIIUX METOIHUK
OLICHKM KOHKYPEHTOCIOCOOHOCTH OaHkoB. Pa3zpabo-
TaHa METOAMKA OIEHKH KOHKYPEHTOCHOCOOHOCTH
0aHKa ¢ TIOMOIIBI0 HHTETPATBHOTO HHIUKATOPA, KOTO-
PBIH MO3BOJSIET TONYYUTh KOMIUIEKCHOE IPEICTaBIIe-
HHE O KOHKYPEHTOCIOCOOHOCTH OaHKa, CIIOCOOCTBYET
BBISIBIICHHIO KaK IMPEHMYIICCTBEHHBIX, TAK U KPUTHYC-
CKUX MMO3UIINH OaHKa IO OT/ACITEHBIM HATIPABICHHUSM JIc-
SITEJIBHOCTH, YTO HEOOXOIUMO ISl (POPMUPOBAHHUS Me-
XaHW3Ma MOBHIIICHUS €TO KOHKYPEHTOCIIOCOOHOCTH.

Kniouesvie crosa: nHANKATOp, OAHKOBCKAs KOHKY-
peHIMSI, KOHKYPEHTOCIIOCOOHOCTh OaHKa, KOHKYpPEHT-
HBIE TNpEeUMyIIecTBa OaHKa, KOHKYPEHTHAs! ITO3HIIUS
0aHKa, MHTErpajbHAas OIEHKA KOHKYPEHTOCIIOCOOHO-
cTH.

Derevyanko A. V. Assessment of Competitive-
ness of Commercial Banks and Method of Detection
Competitors in the Banking Market

The article is dedicated to the research of method-
ological and practical problems of assessing the compet-
itiveness of banks in the banking market.

It was studied methodical approach to the evalua-
tion of the competitiveness of commercial banks, found
the main shortcomings of existing banks competitive-
ness evaluation methods. It was developed the method
of valuation of bank competitiveness through integral
indicator, which allows you to get a comprehensive pic-
ture of the competitiveness of the bank, helps to identify
a pre-emptive, and the critical position of the bank on
individual areas of activity that is necessary for the for-
mation of mechanism of increasing its competitiveness.

Keywords: indicator, banking competition, the
competitiveness of the bank, the bank's competitive
edge, the competitive position of the bank, integrated as-
sessment of competitiveness.
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NON-NEGOTIABLE ASSETS ACCOUNTING AND ANALYSIS OF THEIR STATUS

Setting the problem. Integration into international
processes, of course, has an impact and leads to changes
in the economic activity of the domestic enterprises. In
Ukraine, a significant transformation of the accounting
occurs in connection with the transition to national ac-
counting provisions, based on the provisions of interna-
tional accounting standards. Therefore, at the initial
stages of this transition, there are some differences be-
tween the accounting practices and theoretical research.
Regulation of accounting includes the basic rules on
which the account of each individual enterprise is car-
ried out.

With the increase in theoretical studies we ob-
served a gradual harmonization at all levels of account-
ing transformation. However, for the improvement of
accounting in Ukraine, which is based on new principles
of the market economy, it is necessary to do a lot both
in theoretical and in practical terms.

Non-negotiable assets are a critical element of en-
terprise management, in order to achieve commercial
success and increasing the national state of the country
they must be rational and efficient in use.

The analysis of recent research works. At pre-
sent, the theory and methodology of accounting of fixed
assets has been the subject of many works of domestic
and foreign scientists: F.F. Butynets, 1.T. Balabanov,
L.P. Belih, F.F. Efimov, V.V. Grigoriev, M.J. Linnik,
N.V. Kuzhelnaya, S.N. Maximov, N. Ordway, M.F.
Ohiychuk, V.V. Sopko, L.K. Suk, V.G. Shvets et al.
However, there are vey many the theoretical issues still
to be thoroughly investigated. Issues of innovation in or-
der to increase the energy efficiency of industrial enter-
prises, were investigated in the works of such scholars,
like A.I. Amosha, O.N. Anisimova, V.P. Vishnevsky,
S.N. Illyashenko, L.A. Zbarazskaya, Y.V. Kindzersky,
A.A. Kataev, T.G. Logutova, R.A. Fatkhutdinov,
L.I. Fedulova, Y.S. Shipulina, N.N. Yakubovsky etc.

Setting the problem. Improving the chart of ac-
counts and the adoption of several amendments to the
Tax Code does not solve fully the differences between
the accounting and tax accounting of fixed assets. So,
some question still remain, like modernization of plant
and equipment, repair, reconstruction, which largely af-
fect the original definition, residual or revalued, the lig-
uidation value of fixed assets. In full, the same incon-
sistencies affect the accuracy of calculating depreciation
and classifying the sum of the financial result of the
costs.

The objective of the article is to investigate the
legal framework, identify differences between the ac-

counting and tax accounting of fixed assets, work out
recommendations and proposals to eliminate them.

The main part. For effective implementation of
the production process in the highly competitive domes-
tic enterprises it is required to make quick decisions that
are needed for efficient use of internal resources. Im-
proving the efficiency of the industrial sector enterprises
in many respects depends on adoption of sound opera-
tional and management decisions regarding methods of
fixed assets management, such as fixed assets and intel-
lectual capital of the enterprise. Of course, these figures
are inextricably linked to investments in innovative pro-
cesses. There is still an acute problem of renewal of
fixed assets of an enterprises. For a prolonged period the
sources of financing of capital investments and innova-
tive transformations, are own funds. Political instability,
an effective industrial policy, or rather its absence, mil-
itary actions on the part of the territory, infringement of
contractual relationship, reduction of industrial produc-
tion has led to a catastrophic situation that the national
economy is facing now. Figure 1 shows the degree of
depreciation of fixed assets in the recent 15 years.

As can be seen from Fig. 1 the degree of deprecia-
tion of fixed assets reached 83.5% in 2014, i.e. nearly
worn out, it is evident that it is difficult to create inno-
vative products such obsolete facilities. But the high
level of depreciation of fixed assets, which reached a
critical level and that has a negative impact on the tech-
nical and economic status of the country, allows to ar-
rive at an assumption that enterprises use the funds not
for renewal of fixed capital funds, but for consumption
of financial resources in the form of endless repairs. Af-
ter all, according to the norms of the Tax Code of
Ukraine p.146.12 "the sum of the costs associated with
repair and improvement of fixed assets, including
leased, not exceeding 10 per cent of the aggregate book
value of all groups of fixed assets at the beginning of the
year, relates to the cost of the tax reporting period in
which such repairs and improvements were made" [2].
Expenses in excess of the carrying value of all groups of
fixed assets at the beginning of the year, the carrying
value of fixed assets of the groups and are subject to de-
preciation. As a result, it is very difficult to check
whether the renovation, retrofitting or repair was made
simply of fixed assets, thus increasing the costs of the
period of report.

Of course, the professional, scientific and technical
activities have a significant impact on the innovation po-
tential of the industrial sector. The problem of renova-
tion and modernization of facilities and equipment is
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one of the most painful for the contemporary modern
economy of Ukraine. Today the problem is that compa-
nies are not willing to seek technological modernization
of production reserves, and in most cases, increase the
profitability of production by raising the prices of their
products. The solution is possible only by developing
of a complex of complex measures, aimed at improving

of the state’s financial policy, one of the main areas of
this improvement being depreciation policy. Enterprises
resort to current and capital, it having no substantial in-
fluence upon these factors, the term of application of the
main funds being extended, that is why application of
straightforward method of depreciation, instead of ac-
celerated ones would seem quite rational.

o | -
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Fig. 1. The degree of depreciation for the period of 2000-2014 period
(Compiled by the author based on the data [1])

With regard to natural resources, (Article 114), ac-
cording to some experts, this type of assets is subject to
amortization, as natural resources are subject to deple-
tion, but in this case it is necessary to consider the term
right to use this property and use the income method of
determining the value of the asset, as situation intangible
assets and use the straight-line method of depreciation.

Studies assets classification reflects the need to
combine the accounts 106 "Tools, appliances and equip-
ment" and 112 "Low-value tangible assets" in one ac-
count as a low-value non-current assets and apply to

those assets a methodology to allocate their cost - 50%
during commissioning and 50% the final cancellation.
This somewhat simplifies not only the classification of
fixed assets, and depreciation charge of tools and equip-
ment.

Analysis of statistical data on capital investments
for the period 2010 — 2014 yy. reflecting a decline in
funding. Research of structural changes shows that most
of the capital investment was invested in tangible assets,
most of them (31.4%) in machinery and equipment and
only 3.4% in intangible assets.
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Fig.2. Capital investment by type of asset for the 2010-2014 period.
(Compiled by the author based on the data [1])

Let us analyze the sources of funding for capital
investment. For a long period, the company has been
carrying out modernization of their own funds.

The analysis of the figures for the period under re-
view reflects the decline in funding from all sources.
And it was the modernization of plant and equipment
that required a significant investment. Indicators of in-
novative activity of industrial enterprises largely depend
on the availability of financial resources and investment,

and low technical and technological level of production
and the use of outdated technologies, led to a decrease
in the competitiveness of products, loss of markets,
greater ecological pressures on the environment. There-
fore accounting of creation, realization and owning of
the objects of intellectual property and innovative pro-
duction should be properly organized. A.P.Grinko pro-
poses to account revenue, gained from realization of in-
novative production at the 706 analytical account, enti-
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Fig. 3. Sources of capital investment funding for the period of 2010-2014
(Compiled by the author based on the data [1])

tled “Income, gained by realization of innovative pro-
ductiony. It is advised to perform analytical accounting
at this sub-account with regard to the types of sold inno-
vative products and a separate analytical account for 793
sub-account “Financial results of other parts of activi-
ties” is to be used to reflect financial results of innova-
tive, while for the results of investment activities sub-
account 794 “Results of investment activities” could be
appropriate [3]. Also, it seems reasonable to establish
additional sub-accounts, reflecting formation of ex-
penses on innovative developments, either at account
236 «Manufacturing of innovative products “, or at ac-
count 393 “Expenses of future periods on innovative de-
velopments”, while for accounting of investments on
modernization and reconstruction of the main funds sub-
accounts 156 “Capital modernization investments” can
be presumed. Addition of these sub-accounts will make
it possible to systemize the data of book-keeping, re-
garding the flow and reproduction of non-negotiable as-
sets at an enterprise.

Conclusions. Implementation of the proposed rec-
ommendations is to allow to perform more thorough
control, analysis and accounting of the state of non-ne-
gotiable assets as well as the results ,gained, by applica-
tion, implementation and realization of innovative pro-
duction at domestic industrial enterprises
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VY craTTi MpOBEJCHO NMOCIiHKEHHS CTaHy OCHOB-
HUX 3ac00iB B YKpaiHi. Po3risHyTo nmutanHs 067Ky oc-
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Kimacudikamii oCHOBHUX 3aco0iB, meraiizaiii OOJiKy,
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mii.
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BecconoBa C. U. Yuer He0OOPOTHBIX AKTHUBOB
U AHAJIM3 UX COCTOSTHUS
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OCHOBHBIX CPEJICTB B YKpaune. PaccMoTpeHbI BOIPOCHI
ydeTa OCHOBHBIX CPE/ICTB, UX MOJAECPHHU3AIINY, PEMOHTA
u amoptu3auuu. [IpeanoxxeHsl peKOMEHIAIKH 110 yTOU-
HEHHIO KJIAaCCH()UKAIIMUA OCHOBHBIX CPEJICTB, ICTalH3a-
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In the article studied were the status of fixed assets
in Ukraine. The problems of fixed assets, their modern-
ization, repairs and depreciation. Recommendations
were given with the objective of clarification of the clas-
sification of fixed assets, detailed accounting, control
and analysis of non-current assets, as well as the results
of the use of innovative products.
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THE USE OF TYPOLOGICAL RESEARCH IN THE SYSTEM
OF INTERNAL FINANCIAL MONITORING

Statement of the problem. In the process of com-
bating the legalization of income from crime in Ukraine,
the clear definition of the range and criteria for the iden-
tification of operations, which are to be under financial
monitoring, as well as mechanisms for transmission of
transaction’s data, remains on the agenda, because this
is the basis for the effective functioning of the system
for prevention the laundering of "dirty" income and fi-
nancing the terrorism.

According to the article 4 of the Law of Ukraine
"On prevention and counteraction of legalization (laun-
dering) of income from crime, financing of terrorism
and financing of proliferation of weapons of mass de-
struction” [1], the financial monitoring consists of two
levels:

1) mandatory financial monitoring is a set of
measures of the specifically authorized body of the Ex-
ecutive authority for financial monitoring of infor-
mation analyses regarding financial transactions that is
provided by the subjects of primary financial monitor-
ing, as well as set of measures to check such information
in accordance with the legislation of Ukraine;

2) internal financial monitoring is the activity of
subjects of primary financial monitoring on detecting
the financial transactions that are to be under mandatory
financial monitoring, and other financial transactions
that may be associated with the legalization (laundering)
of income.

Peculiarity of features of internal financial moni-
toring, as well as specifics of accounting the financial
operations stipulates the detection of such operations
mostly at visual monitoring.

Visual monitoring of conditions of financial trans-
actions in order to identify those, which can be attributed
to internal financial monitoring, especially at a large
number of transactions, requires adequate qualification
of the employees who are responsible for the detection
of such operations, constant staff training and time con-
suming for further thorough analysis regarding the rela-
tionship of transactions with money laundering.

There are no foreseen limitations for the organiza-
tion of internal financial monitoring and the financial
institution independently determines the threshold
amounts of financial operations and the additional crite-
ria to identify them as doubtful, that creates a field for
abuses by not only persons who intend to legalize crim-
inal profits, but also for personnel, owners and manage-
ment of the financial institution.

Analysis of recent studies and publications.
Problems and prospects of development of the national
system of financial monitoring and its components in
Ukraine, have found its reflection in the works of many
scientists, namely: N.Y. Dondyk [3], O.ly. Zhabyntsy
[4], V.V. Kovalenko [5], I.V. Kolomiets [6], O.O. Ku-
rishko [7], T.V. Volkovynska [9], and others.

But despite the considerable amount of theoretical
and practical developments, a large number of issues in
terms of mechanisms and criteria for the definition of
illegal financial operations, remain unsolved and require
further study.

The purpose of the said article is the research of
separate means of internal financial monitoring and de-
termination of typologies which should be used in finan-
cial institutions in accordance with the recommenda-
tions of international organizations.

Summary of the basic material. Article 16 of the
Law "On preventing and counteracting the legalization
(laundering) of income received by criminal way, fi-
nancing of terrorism and the financing of proliferation
of weapons of mass destruction" [1], specifies that the
financial transaction is to be under internal financial
monitoring, if the entity of primary financial monitoring
has suspicion, based, in particular, on:

- risk criteria defined by the entity of primary fi-
nancial monitoring on its own, taking into account the
risk criteria established by the central body of the Exec-
utive power, which is in charge of the formation and
implementation of the State policy in the field of pre-
venting and counteracting the legalization (laundering)
of income or financing of terrorism;

- established fact (facts), according to the results of
the performed analysis, which prove the inconsistencies
of financial operation (operations) to the financial status
and/or the content of the activity of the client;

- typological researches in the sphere of counterac-
tion to legalization (laundering) of income received by
criminal way, or financing of terrorism, or financing of
proliferation of weapons of mass destruction, which
have been prepared and published by the specifically au-
thorized body;

- it should be noted, that there is absence of iden-
tified methods of studying the operations, which have
features of the internal financial monitoring in order to
obtain the confidence or motivated suspicion in their
connection with the laundering of funds. This is espe-
cially related to those banks, or to their structural units,
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where there are no employees in charge and who are re-
lieved from other duties save financial monitoring.

It is not always possible to determine the list of
documents and statements, on the basis of which, we can
draw a definite conclusion regarding the connection of
the operations with money laundering.

Despite the presence of the risk Criteria for legali-
zation (laundering) of income from crime or financing
of terrorism, which have been approved by the State De-
cree on financial monitoring in Ukrainedt. 03.08.2010
N 126, most provisions remain non-formalized and uni-
dentified [2].

It is necessary to have a clearer definition of the use
of typological researches in the sphere of counteraction
to legalization (laundering) of income or financing of
terrorism or financing of proliferation of weapons of
mass destruction, which have been prepared and pub-
lished by the specifically authorized institution.

The State financial monitoring service recom-
mends information sources that include the typologies
of international organizations that operate in the field of
combating the legalization of income (money launder-
ing).

A key role in creating the international standards
for combating the legalization of criminal income and
financing of terrorism is given to Financial Action Task
Force on Money Laundering (FATF).

FATF is an independent intergovernmental organ-
ization that develops and promotes its principles for the
protection of the world's financial system from the
threats of money laundering, financing of terrorism and
the financing of proliferation of weapons of mass de-
struction. The recommendations of the FATF are gener-
ally recognized international standards to combat
money laundering and the financing of terrorism.

FATF was created in 1989 by the decision of the
countries of the "Great Seven". FATF consists of 34
countries and 2 regional organizations. The main means
of FATF are the International standards to combat
money laundering, financing of terrorism and the prolif-
eration of weapons of mass destruction. Compliance
with these standards allows countries to build an effec-
tive system Policy To Combat Money Laundering,
PTCML/Financing of Terrorism, FT, and protect the na-
tional economy from the shadow capital.

According to the UN Security Council Resolution
1617, FATF Recommendations are mandatory for the
use by the countries that are members of the United Na-
tions.

For the spreading of international standards in
countries that are not included in the FATF, 8 regional
groups have been established according to its type:

- The Eurasia Group on money laundering (EAG);

- Asian-Pacific group to combat money laundering
(APG);

- Group to combat money laundering in Eastern
and Southern Africa (ESAG);

- Group of development of financial measures to
combat money-laundering in South America (SAG);

- Group for the development of financial measures
to combat money laundering in the Middle East and
North Africa (MENAFATF);

- The Committee of experts of the Council of
Europe to evaluate the measures to combat money laun-
dering and financing of terrorism (CECEFATF);

- Caribbean Group for the development of financial
measures to combat money laundering (CGFATF);

- The Intergovernmental Group to combat money
laundering in West Africa IGWAFATF).

One of the largest is EAG-the Eurasian Group to
combat the legalization of criminal income and financ-
ing of terrorism. By the decision of the Constituent Con-
ference of EAG, Ukraine has joined the Member States-
observers of the said Group since October 2004.

In February 2005, EAG has gained the observer
status in the FATF. From June 2010 the Eurasian Group
is an associate member of FATF.

In this regard, the entities of primary financial
monitoring may use references to information sources
that contain the classification and Recommendations of
such international organizations as the Eurasian Group
to combat the legalization of criminal income and fi-
nancing of terrorism (GAE) and Group to develop finan-
cial measures to combat money-laundering (FATF).

FATF recommendations establish comprehensive
and consistent structure of measures that countries
should apply to combat money laundering and financing
of terrorism, as well as the financing of proliferation of
weapons of mass destruction. The countries have differ-
ent legal, administrative and operational structures and
different financial systems, and therebycannot take
identical measures to counter these threats. That is why,
countries need to adapt recommendations of the FATF,
which determine the international standards, to their
specific conditions. The recommendations determine
the necessary measures, which countries should have in
order to:

- identify risks, develop policy and coordination
within the country;

- to pursue money laundering, financing of terror-
ism and the financing of proliferation of weapons of
mass destruction;

- to apply preventive measures for the financial
sector and other established sectors;

- to determine the authority and responsibility of
the competent authorities (e.g., investigators, law-en-
forcement and supervisory bodies) and other institu-
tional measures;

- to strengthen the transparency and accessibility of
information about the benefits of the recipient of prop-
erty of juridical persons and entities;

- to ensure the international cooperation.

FATF standards include the named Recommenda-
tions and Explanatory notes [12], together with the rele-
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vant definitions in the Dictionary. The measures which
are set out in the FATF Standards, must be applied by
all FATF members and applying them is to be rigorously
assessed through processes of mutual grades and
through processes of estimates of the International Mon-
etary Fund and the World Bank on the basis of a general
methodology for assessment used by FATF.

Some Explanatory notes and definitions include
examples that illustrate the possible application of the
requirements. These examples are non-binding elements
of the FATF Standards and are included only as a clari-
fication. The examples are not intended to be compre-
hensive and although they are considered as useful indi-
cators, they may not be suitable to all circumstances.

The recommendations contain 40 standards, which
are grouped as follows:

A — Policy To Combat Money Laundering,
PTCML/Financing of Terrorism, FT, and coordination;

B — Money laundering and confiscation;

C — Financing of terrorism and the proliferation of
weapons of mass destruction;

D — Preventive measures;

F — Powers and obligations of competent authori-
ties and other institutional measures;

G — International cooperation.

For Ukraine, the greatest interest are typological
researches of EAG, because according to the Recom-
mendations, they conduct research of typologies (the
most common schemes) of legalization of criminal in
come and financing of terrorism, which are
characteristic for the Eurasian region. The results of
typological researches allow to identify the most highly
risky zone sand sectors, to build an effective
methodology for risk management.

Priority research themes for the region typologies
are determined by the participants of the Plenary meet-
ings of EAG. Eurasian Group broadens the research
findings to law enforcement and supervisory bodies as
well as to private sector institutions.

Latest typological researches of this organization
are:

- "Money laundering through the securities mar-
ket" (2013);

- "Legalization of criminal income and financing
of terrorism with the use of cash and monetary means"
(2012);

- "Study of possible directions for improving the
interaction between financial intelligence units of the
EAG countries to combat the activities of terrorist or-
ganizations, that operate in the Eurasian region, and
which are not included in the international list of terror-
ist organizations" (2012);

- "Preventing crime in the field of State procure-
ment" (Russia).

Reports on typological research of FATF can also
be useful for organizing the internal monitoring by fi-
nancial institutions:

"Leadership of FATF regarding the application of
risk-oriented approach for prepaid cards, mobile pay-
ments and online payments (2013)".

"International advanced experience-Targeted fi-
nancial sanctions related to terrorism and the financing
of terrorism"(Recommendation 6) (2013).

"Leadership of FATF on financial investigations:
operational issues" (June 2012)

"Specific risk factors related to the legalization
(laundering) of income from corruption" (June 2012)

"Laundering of income from corruption” (2011)

"New methods of payments"(September 2010).

Let’s consider the possibility of using typologies in
the organization of domestic monitoring, for example,
which is stated in the Typological report GAE "Money
laundering through the securities market" (July 2013)
[11].

Actual for Ukrainian banks is the use of typologies
when conducting internal financial monitoring, men-
tioned in the materials of the 17th Plenary session of the
GAE "Legalization of criminal income and financing of
terrorist activity with the use of cash and monetary
means" (Delhi, 2012) [13].

According to data, received in the course of the
research, most Member States feature the growth of the
cash money turnover. The increasing requirements of
the economy in money, in connection with the growth
of GDP, the increase of prices or due to other reasons,
cause the need for an appropriate in crease of money,
offered by banks. However, it is worth noting, that the
in crease in the volume of cash turnover increases risks
of their use in criminal purposes.

The main factors that stimulate the use of cash are:

- availability of financial means, such as bills,
travellers cheques, bearers hares, bank checks that allow
to receive payments in cash;

- the existence of a shadow economy;

- low degree of the use of non-cash payments by
the individuals to pay for the goods and services;

- unofficial income of population which is received
and stored in cash.

The increased use of cash when performing calcu-
lations, as well as when keeping the economic activity,
contributes to the following negative consequences:

- reduction of funds to the State budget in connec-
tion with reduction of taxation base;

- change in the structure of money supply of the
State in favor of cash, which greatly complicates plan-
ning and regulation of processes in the economy of the
country, and as a result, is undermining the economic
stability and social welfare of the State;

- promotes the growth of the shadow economy and
the development of gray market because the control of
cash is considerably complicated,

- contributes to the increase of the risk of illegal
"centers" for financing of extremist and terrorist activ-
ity, which in turn, creates a threat to public safety.
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Subject study 8: Ukraine

Type of study: Illegal cashing of funds

Brief information about the incident

It was noted, that the group of companies was debiting funds in the amount of 37.3 million UAH for the payment
of bills to the securities’ dealer (citizen B). The funds have been debited in the course of 4 months in 2010 for
their illegal cashing.

Citizen B had transferred funds in the amount of 37.3 million UAH to the citizen A for payment of shares
issued by the company X . Funds have been debited on the day of receipt of money or on the next day. Citizen
A had received funds in the amount of 37.3 million UAH on the day of receipt of money or on the next day.

Analysis of documents showed that:

1. Citizen A is unemployed and does not receive income from her main work.

2. X-a construction company. In the public domain there is no data about the company X, about construction
sites, equipment an do the cash assets necessary for the construction, about sale of real estate which has been
built,etc.

Securities, according to which the citizen U had transferred loan funds in fa vour of the citizen A, were bills, and
not shares. The shares issued by the company X, had the evidence of fictitious nature. Thus, the price of 1 share
amounted to UAH 4.3 and exceeded their nominal value by more than 4 times. The total value of all shares
issued by the company X is 1 billion 160 million hryvnas.

However, from the point of view of stagnation in the Ukrainian construction market and lack of information
about the activities of the company X, it was obvious, that the value of the shares had been exceeded. The

described scheme has been used for the illegal cashing of money.

Evidence of suspicious transactions:

1. Citizen A is unemployed and does not receive income from her work .
2. X is a construction company. In the public domain there is no data about the company X, construction sites,
equipment and other funds necessary for the construction, sale of housing estate.

Measures taken:
Security service of Ukraine conducts the investigation.

From the point of the threats associated with the
turnover of cash, countries must conduct a consistent
and tough policy to combat money laundering/financing
of terrorism (PCML/FT), on a systematic basis to opti-
mize the national legislation, which regulates the cash
flow and monetary means, and must be guided by the
experience in part of PCML/FTby specialized interna-
tional organizations and supranational associations.

According to the analysis of information received
from the countries that took part in the research , we can
state, that in order to regulate the turnover of cash and
monetary instruments in the Russian Federation, the Re-
public of Belarus, Uzbekistan, Ukraine, Armenia and
Kirgizia, Kazakhstan, Turkey, Serbia, the specialized
laws which govern the turnover of above mentioned
risk instruments are in force.

In the framework of implementation of necessary
measures to combat the legalization of criminal income
and financing terrorism, the following systems have
been developed and used at the State level:

- systems of identification of clients-entities and in-
dividuals that carry out the financial transactions in
cash. Identification of individuals provides for the fol-
lowing in formation: surname, name, patronymic, docu-
ments confirming the identity (for resident and non-res-
ident citizens — passport data for state less persons and

refugees - residential information, migration cards), the
address of the place of residence or place of staying;

- identification of legal entities provides for the
identification of the organization's name, legal form of
organization (OJSC, CJSC, PE, etc.), the taxpayer's
identification number, the place of registration and place
of actual whereabouts;

- criteria for suspicion and threshold values accord-
ing to which the assessment of the financial operations
in terms of PCML/FT is to be performed.

Based on the available materials, namely on the
practice of Belarus, Russia and Ukraine, we can cite sev-
eral examples of the use of cash funds and financial
means and instruments in unlawful activities and we can
identify the evidence of such suspicious transactions.

According to the representatives’ opinion of the
State financial monitoring of Ukraine, the characteristic
evidence of suspicious financial operations with cash
and monetary instruments are:

1) purchase and sale of cheques, traveller's cheques
or other similar payment means for cash;

2) debiting of funds on the accounts in cash with
their subsequent transfer to another person on the same
or on the next day;

3) performing the financial transactions with secu-
rities bearer, which are not deposited in depository insti-
tutions;
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4) performing the financial transactions with bills,
endorsement in blank or endorsement to the bearer;

5) confusing or unusual nature of financial transac-
tion or the aggregate of interrelated financial transac-
tions which have no apparent economic sense or obvi-
ous legal purpose;

6) mismatch of financial transaction in the nature
and the content of the client’s activity;

7) regular performed transactions by a person to
exchange the banknotes of small denomination, espe-
cially in foreign currency to the banknotes of big de-
nomination;

8) substantial increase of the balance on the ac-
count of the legal entity or natural person-entrepreneur
which is not related to the activity and which is used for
the purchase of bearer securities;

9) regular submission of checks issued by the bank
non-resident and endorsed by non-resident bank for en-
cashment, if such activity does not correspond to the ac-
tivities of the legal entity or physical person-entrepre-
neur who is known to the entity of primary financial
monitoring, and others.

Financial intelligence unit (FIU) of Ukraine pre-
sented the following examples of schemes with the
withdrawal of funds into the shadow turnover through
cash transfer.

Example 1. Credit agreements.

Two insurance companies which have a common
constituent composition, use a scheme of quick move-
ment of a significant amount of money (with a differ-
ence of a few minutes) with the purpose of transferring
credit funds as securities payment with the evidence of
"being fictious" to the account of a common counter-
party LLC "A" with further conversion of cash less
funds in to cash through an individual "A".

So, for one day, the insurance company "A" and
the insurance company "B" by the end of a trading day
received at 18 h. 50 min. credit funds from the bank in
the amount of 50 million UAH each. At once, these
funds were transferred as payment for bills with nomi-
nal endorsement to the account of LLC "A". LLC "A",
in turn, at 19 h. 01 min, the received funds in the amount
of 100 million UAH, were transferred to the account of
an individual "A".

Henceforth, the cash was withdrawn by the indi-
vidual "A" at 19 h. 25 min. It was also established that
the issuer of the Bills had the evidence of being ficti-
tious. The person "B" was the founder of insurance com-
pany "A", the insurance company"B", as well as the in-
surance company "A" were involved in the scheme
which had been related to the fraud schemes on the real
estate market.

Example 2.Deposits.

The citizens "A" and "B" deposited on their ac-
counts more than 20 min. UAH in one banking institu-
tion. On the same day, the citizens "C" and "D" received
credit funds in cash in the same banking institution in

the amounts of 20 mln. USD each. These funds were de-
posited by the citizens "C" and "D" in cash as early re-
payment for the credit on the same day.

The citizens "A" and "B" on the same day received
each 20 min. UAH in cash as early repayment of the de-
posit. Citizen "A", as according to the Ministry of Inter-
nal Affairs of Ukraine, was listed as the person who was
in prison. Citizen "B" had previously committed of-
fenses related to the trafficking of drugs.

Citizens "C" and "D" were associated parties (co-
founders of 2 companies ).

Example 3.Cross-border transactions.

Non-resident company on the territory of Ukraine
performed the conversion of foreign currency via
Ukrainian enterprise, money was later withdrawn in
cash. The agreement had been concluded between LLC
"G" (Ukraine) and company "A" (New Zealand) for the
amount of 100.0 mln. Euro for free financial aid.

In the course of a certain period of time, on the ac-
count of LLC "G" from the company "A" the funds in
the amount of 74.9 million Euro and 27.5 million USD
(1.0 billion USD) had been debited. The part of the men-
tioned funds was immediately converted into the na-
tional currency and was withdrawn in cash by the citizen
«B» (he is director of LLC "G") via cash register at the
banking institution to purchase agricultural products
worth of 77.4 million USD.

It has been established, that in terms of a citizen
"B", he was charged by the law enforcement bodies for
illegal production, manufacture, acquisition, storage,
transportation or forwarding narcotic drugs, psycho-
tropic substances or their analogues without purpose of
distribution.

The said citizen was declared by the State as
wanted on suspicion of burglary. In the framework of
the investigation, information from New Zealand finan-
cial intelligence unit was received, and it was estab-
lished that the source of origin of funds on the accounts
of the company "A" were the funds of non-resident com-
panies, the accounts of which have been opened by the
citizens of Ukraine consistently within ten days. Regis-
tration agent of the company "A", the company "C", is
under suspicion of activities on registration of compa-
nies-shells (short term companies).

Summarizing the consideration of examples of
possible schemes on money laundering from criminal
income, using cash and financial instruments, it should
be noted, that factors, that contribute to the emergence
of risks of laundering of income by using the given
means are:

- insufficient quality of internal control procedures
in the banks and non-banking financial organizations;

- insufficient banks’ and non-banking financial in-
stitutions’ awareness about unscrupulous clients, who
have been identified in the course of implementation of
internal control (as a result of above mentioned causes);
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- the presence of gaps in the existing profile legis-
lations, that make it possible to use cash and monetary
means in criminal purposes.

Control system, that is implemented in any finan-
cial sector, is individual and unique in each country.
Sufficiency of adopted measures is determined inde-
pendently by each country and is based on current prac-
tices, economic, geographical, historical and other pecu-
liarities of the country.

However, for the purpose of exclusion or preven-
tion of appearance of such schemes, may be, it is neces-
sary to analyze the legislation of the country, it is neces-
sary to assess the efficiency of measures to be taken, the
effectiveness of control mechanisms , and, if necessary,
to consider the possibility of their changes and addi-
tions, taking into account new recommendations of
FATF.

In addition, it is necessary to pay particular atten-
tion to the fact, that a very effective tool, in terms of
identifying and clarifying areas of risk in different
spheres, is the formation of a permanent partnership
with the private sector.

As a separate measure, it is offered to consider the
possible amendments to the relevant legislation, which
regulate the circulation of cash and monetary instru-
ments, which will enable to:

- reduce to conditionally safe level the maximum
possible limit of cash withdrawals by individual entre-
preneurs and legal entities;

- introduce the obligation to pay income tax by le-
gal entities and individual entrepreneurs when with-
drawing cash which exceeds the permissible limit;

- set mandatory identification of individuals who
repay money to the bearer, set limits on repayment of
monetary means to bearer;

- limit the payments between legal entities, as well
as between legal entities and individuals with the use of
cash.

Thus, the process of creating an effective system of
internal financial monitoring with the help of typologi-
cal research:

- must be directed not only to document the facts
of legalization, but also to the disclosure of economic
crimes;

- it is necessary to work out such a course of devel-
opment of internal financial monitoring, which would
meet the requirements of specialized international insti-
tutions in the field of prevention and counteraction of
legalization (money laundering) of the income from
crime, and would create conditions for further effective
functioning of the national economy;

- will require the improvement of the legislative
framework in the field of prevention and counteraction
of legalization (money laundering) of income from
crime and the formalization of its criteria.

Conclusions. Research of typologies for the legal-
ization of criminal income and financing of terrorism,

should be aimed at improving the efficiency of detection
of crimes by employees of law enforcement and super-
visory bodies, as well as, by the employees of private
sector organizations.

Study of typology will promote more effective de-
tecting of attempts of money laundering and the financ-
ing of terrorism, as well as, the termination of the facts
of committing such crimes and other types of crimes,
that are predicative in relation to money laundering,
based herewith on the best international experience in
this sphere.
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Aximova O. V. The Use of Typological Research
in the System of Internal Financial Monitoring

The article considers the possibility of using the ad-
vanced experience in the sphere of combating and pre-
vention the legalization of income obtained from crime
by the national system of financial monitoring of
Ukraine with the help of typological studies, which are
being developed by the international organizations, first
of all, such as the Financial Action Task Force on
Money Laundering (FATF), and its regional Eurasian
Group (EAG). The use of typologies allows to respond
promptly to illegal financial operations and identify the
additional criteria of classifying them to the category of
dubious.
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FINANCIAL CYCLES NATURE AND ITS ROLE IN THE CRISIS
PROCESSES DEVELOPMENT

The current economic situation is marked by an in-
crease in dynamic operating conditions, high level of
uncertainty, a significant complication of business pro-
cesses. The recent financial crisis has found the failure
of the financial sector to resist the negative tendencies.

Characteristics of the present stage of socio-eco-
nomic development determine the formation of the new
requirements in the theoretical understanding of cyclical
development problems and financial crises. A wide
range of scientific papers on the subject show a steady
interest in it by representatives of almost all economic
flows. Such interest presupposes a careful study and as-
sessment of the existing research capacity in the context
of the stability of the problems increase economic sys-
tem dynamics and its financial architecture, aggravated
under the influence of the recent financial and economic
crisis.

Thus, the global financial crisis of 2007-2008 iden-
tified the need for financial stability analysis and causes
of financial crises. In this context, on the first place
macro-prudential policy, the main objective of which is
to maintain financial stability. The recent experience of
the country's euro zone stress, in the broader context of
the global financial crisis, illustrates the systemic risk
inherent in the build-up phase and correction ebullient
financial cycles. Note that the possibility of imposing
cycles different duration, scale and areas existence con-
siderably complicates their differentiation and identifi-
cation structural interaction mechanisms.

For a long stage of economic thought development
financial factors of economic instability only occasion-
ally appeared in the center researchers’ attention. It
should be noted that financial cycles are less studied
than their counterparts of the business cycle, although
recent research in this field are expanded. While previ-
ous studies on financial cycles have focused on the em-
pirical study of them, there are still many open ques-
tions, especially for country characteristics relevant for
the application of macroprudential policy at the national
level, and the relationship of the financial cycle and cri-
ses.

The issues raised in this paper are not given due
attention in the domestic literature. As for the foreign
researches, the study of financial cycles, their indicators,
duration, involved such economists as C. Detken,
F. Smets, C. Goodhart, B. Hofman, M. Schularick,
A. Taylor, C. Borio, P. Bracke, P. Lowe, M. Drehmann,
L. Alessi, T. Ng and others. In their studies, the authors
highlight the excessive credit growth is one of the best
predictors of crisis. M. Drehmann, C. Borio attempt to

identify the financial cycle for the US and other selected
countries [6,7,16]. They propose assessing the financial
cycle by combining credit and property prices. C. Borio
studies the stylized features of the financial cycle and
says that it has a longer duration and wider amplitude
than the traditional business cycle [6, 7]. Also C. Borio
contends that most banking crises tend to be headed by
fast credit expansion, going on close to the peak of the
financial cycle. A related opinion is shared by V. Schu-
larick and A. Taylor, who determine that credit aggre-
gates provide information about the likelihood of future
financial crises and that the latter should be viewed as
“credit booms gone wrong” [23, p. 1042].

Overall, special attention is paid to financial cy-
cle’s drivers and their determinants in developed coun-
tries [6, 14, 19]. Meanwhile, outside the research are
often factors influence the depth of financial cycles in
emerging economies and their ability to adjust to new
functioning conditions and transformation of resources
under cyclic economic development. For further expan-
sion of knowledge about financial cycles occurring as
globalization and integration is impossible without
building capacity adaptability of the national economy
to cycling.

The purpose and objectives of the study is to sum-
marize the information about financial cycle and find
out it relationship with the economic crisis.

The financial crisis has encouraged a new interest
in macro-prudential policy as a basis to address the sta-
bility of the financial system as a whole, rather than only
its individual components. The crisis showed us that
while being an objective of global relevance, maintain-
ing financial stability is more central in contexts in
which financial relations are strong and deep.

Though there is a lot literature analyzing various
aspects of financial market developments, common un-
derstanding of financial cycles is still restricted. This
shows the simple fact that most of the literature studies
only selected aspects of financial cycles. For example,
one researches are survey the implications of only
booms in asset prices and credit, rather than considering
full cycles in these markets. Others ones are focus on
financial crises in many respect only the downturn
phases of cycles.

In contrast to cyclical movements in the real econ-
omy (business cycle), no “natural” cycle measure is
available for the financial sector. In comparison to busi-
ness cycles, financial cycles evolve over the medium
term and their analysis goes beyond the shorter term fo-
cus of business cycle theory. The cyclical movements of
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financial variables may amplify economic fluctuations,
trigger imbalances, lead to macroeconomic destabiliza-
tion and/or threaten financial stability.

In general, in the literature there is no consensus
about the nature of the financial cycle - universally ac-
cepted definition of a financial cycle does not exist.

The closest definition — “the self-producing rela-
tionship of the value of assets, risks, financial con-
straints led to a boom and then a drop in the markets”
[6]. In contrast to business cycles, no obvious “natural”
financial cycle measure is available [7].

Recent literature shares a broad description of the
financial cycle but struggles to come up with an appro-
priate indicator [2, 3, 8]. Financial cycles can be distin-
guished from business cycles through their amplitude
and frequency. Financial cycles evolve over the medium
term and their analysis should go beyond the shorter
term focus of business cycle theory. This means that the
completion of full peak to trough cycles may last up to
decades [2]. C. Borio defines financial cycles as “self-
reinforcing interactions between perceptions of value
and risk, attitudes towards risk and financing con-
straints, which translate into booms followed by busts”
[6]. The interactions may amplify economic fluctua-
tions, trigger imbalance and lead to macroeconomic de-
stabilization and/or threaten financial stability. In this
study, we follow this definition [7].

One part of literature describes financial cycles in-
directly and obtains findings of financial cycles are not
their respective analytical goals. Studies relate financial
indicators such as asset prices or credit aggregates to
economic activities [3, 5, 6, 12, 13]. Others use financial
factors as important indicators in primary warning [6,
16,19].

The direct way of characterizing the financial cy-
cles started in the aftermath of the Global Financial Cri-
sis. For example, D. Aikman investigates credit cycle
characteristics across 14 advanced countries over a long
period (1870-2008) [2]. Others researches such as S.
Claessens analyse cyclical movements of credit, hous-
ing and equity prices for 21 advanced countries from
1960 to 2007 [12]. Note, that both analyses offer evi-
dence of high synchronicity of the individual series, in
particular between the credit and house price cycle. The
investigation provided by M. Drehmann is the first try
to build a synthetic financial cycle measure by combin-
ing medium term fluctuations of financial variables for
seven advanced countries from 1960 to 2011 [16]. The
grouping of credit aggregates and house prices works
well, whereas equity prices tend to be destructive rather
than beneficial. They also show that a financial cycle’s
amplitude and duration have increased since the mid-
1980s. D. Aikman, M. Drehmann demonstrate tight
links between peaks of financial cycles and systemic
banking crises [2, 16].

Although the literature employs different metrics,
it provides similar conclusions and insights: compared

to business cycles, financial cycles tend to have a higher
amplitude and lower frequency.

Closely linked to the literature on financial cycles,
research is also related to the macro prudential policy
framework. An increasing amount of literature is de-
voted to examining the effectiveness of the cyclical
movement of credit measures (e.g. credit to GDP gap)
for defining the countercyclical capital buffer rate [3, 20,
21]. Note that the counter-cyclical buffer is used in the
case of more than 1 standard deviation from the trend. If
the deviation is greater, should take active measures to
reduce this figure.

The cyclical movement of this credit measure is
used as an early warning indicator to spot the buildup of
financial vulnerabilities, although the predictive power
of various credit aggregate measures varies [13, 22].

Observing credit growths is also relevant for the
purposes of preserving financial stability: in the Basel
III proposed implementing a countercyclical capital
buffer in order to protect the banking system and the
economy from periods of extra credit growth or slowing.
It was also suggested that the credit-to-GDP ratio gap
constitute an indicator of excessive credit growth. The
credit-to-GDP ratio gap is defined as the deviation of
bank loans — expressed as a ratio to GDP — from its long-
term trend and thus is itself a measure of the financial
cycle, and an indicator of financial leverage [6, 7].

A critical review of literature on the financial cycle,
allowing to distinguish the following special features:

— most precisely our position in the financial cy-
cle show property prices and the cost of credit. Lending
is particularly important in the construction and pur-
chase of real estate, so that these two components are
usually interrelated. Share prices are with the two land-
marks much less correlation;

— also important are the interest rates in the study
of cycles, volatility, risk premium, bad credit, etc.;

— financial cycles are replaced less frequently
than business;

— immediately after the peak of the financial cri-
sis should be a crisis. Usually, as soon as the cycle
reaches its highest point, it begins the banking crisis;

— the recession after the financial crisis worse
than after the economic. Typically recession 50%
deeper than the drop caused by the business cycle;

— the crisis can be predicted. The modern theory
of financial cycles can detect signs of crisis in the future.
Moreover, the risk can be determined quite precisely
and in real time. The most clear guideline - is both a
positive indicator of the deviation of the loan to GDP
and asset prices, particularly real estate, from historical
norms;

— the cycle time depends on the policy of the
state: the weaker fiscal policy, the stronger the upward
and downward part of the cycle.

The analysis of models dedicated to the issues of
the forecast financial crises made it possible to identify
three main aspects:
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1. Financial booms not only preceded the crisis,
they cause them. The crisis is a consequence of vulner-
abilities that arise during the boom phase.

2. That credit and debt in general, are the engine of
any boom, because the company can afford to spend
more and buy. This leads to an incorrect allocation of
resources, and, both capital and labor. As soon as the
price of assets and cash flows begin to decline in the re-
cession stage, the debts are converted into indicator re-
straining recovery.

3. According to the theory of financial cycles, in-
flation may be stable, but the production at the same
time will decrease or increase, which is associated with
financial imbalances.

Thus, the importance of financial cycle studying
and forecasting is no doubt. Moreover, in the present
conditions of Ukrainian economy functioning, caused
by the action of external and internal shocks to which
the economy was not ready, due to the incompleteness
of the important market transformation processes,
strong dependence on external conditions, monetization

and dollarization and advancing the growth of the finan-
cial sector in isolation from the real, this question is very
relevant.

Based on analysis of literature and taking into ac-
count the financial cycle indicators, made the analysis
of its dynamics in Ukraine. It should be noted that its
implementation in our country will have a specific char-
acter, particularly in the past years due to financial, eco-
nomic and political instability.

The domestic financial system on the eve of the fi-
nancial crisis of 2008-2009 had all the signs of a boom.
Recognizing the impact of many factors on the develop-
ment of crisis processes in Ukraine, including systemic,
cyclical role as driver components negative trends in the
credit market, taking into account the transfer of cyclical
shocks from external financial markets can’t be overem-
phasized.

In order to examine the main stylized features of
the Ukrainian financial cycle first of all focused on the
credit-to-GDP ratio (figure 1).
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Fig. 1. Cyclical movements of financial indicators in Ukraine

The data in Figure 1 show the significant fluctua-
tions of the main indicators of the financial cycle - the
ratio of loans to GDP. This dynamics shows a significant
exposure of financial system of Ukraine to crisis. The
analysis highlighted that in late 2008, once the financial
cycle peak, the crisis occurred in Ukraine. This situation
was due to the influence of external factors and the in-
fluence of many external factors and unfolding in this
period of global financial crisis. The grey shaded areas
in the figure 1 reflect financial crisis periods.

The data on Figure 1 shows the cyclical compo-
nents of the credit to GDP ratio and credit growth. Both
panels help us to characterize the underlying indicators

and to make statements about their potential usefulness.
An obvious caveat of this investigation is the limited
number of full cycles incorporated in this time period.

The graphical investigation of financial cycle
measures does not provide a conclusive indication as to
which financial cycle measure to choose, but it provides
some intuition that banking sector variables seem to be
essential to model the financial cycles.

In total, we use five potential financial cycle
measures (Figure 2) with different ingredients. All cycle
indicators include core component(s) but also vary with
regard to additional variables considered in the analysis.
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Fig. 2. Dynamics of financial cycle measures in Ukraine

Recent macro prudential literature is in favour of
using this indicator, arguing that filtered credit to GDP
time series is helpful in predicting financial crises and
that the explanatory power can only be increased gradu-
ally by adding further indicators. It should be noted that
not any increase in lending is a form of credit boom. To
intensify the credit processes can lead, as gain financial
development and a corresponding increase in financial
depth, so it "normal" cyclical trends associated with the
rise of the economy, its greater demand for credit. How-
ever, it is the rapid growth associated with excessive
strengthening of financial imbalances and tend to a fi-
nancial crisis.

Turning points occur at different points in time and
the amplitudes of cycle measures tend to differ. All of
financial cycle measures (Figures 1-2) share similar dy-
namics. This similarity is explained by the fact that the
measures share some common components. The peaks
of the cycle measures seem to be related to periods of
financial distress although not every peak is associated
with a financial crisis. Figure 2 also confirms the limita-
tion of the data, since not every financial cycle measure
is available at Ukraine.

From the analysis, the following conclusions could
be made:

— financial system in Ukraine has signs of the fi-
nancial crisis. During 2006-2007 there was expansion in
lending and in this period was laid the foundations for
the next severe financial decline and long periods of un-
stable economic recession repair;

— due to insufficient development of the financial
market in terms of the required level of institutional sup-
port, lack of proper regulation of these processes by the

central bank was not achieved qualitative distribution of
credit and was not introduced macro-prudential regula-
tion principles;

— dynamic of financial cycle indicators suggests
a steady increase in the capacity of display is not resili-
ent financial processes from the second quarter of 2006;

— based on the dynamics determined that the peak
deviation cyclical components of the trend occur in the
end of 2008 and in mid-2015;

— based on the regularities of cyclical financial
processes can note the existence of relevant negative ef-
fects of unregulated credit expansion in duration and re-
cession amplitude;

— itis necessary to deal with the credit boom with
the help of fiscal, monetary and macroeconomic policy.
This will constrain the development imbalances, and to
quickly deal with the consequences. The government
can thus remove what is called "excessive flexibility" of
the system.

As one of the effective method is to increase re-
serve requirements and liquidity of banks, for example,
as part of Basel 111, but not during the crisis and during
the boom. It’s also very important to central banks when
conducting monetary policy should be guided by not
only inflation, but also other indicators of the financial
market.
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Yeuk L. O. Ilpupona ¢pinaHcoBUX NMKIIIB Ta iX
POJIb B PO3BUTKY KPH30BUX SBHII

Po3rnsiHyTO CYTHICTH (piHAHCOBHX HUKIIB 1 0CO0-
JUBOCTI X TPOSIBY: OUTBII TPUBAIUH MEPiON OPIBHIHO
3 €KOHOMIYHUMH ITUKJIaMH, TPOXOKEHHS (Pa3u Kpu3n
CJTIIOM 32 TIKOM ITUKITY, OUTBIN BaKKUK XapakTep pere-
cii. BusBmeHO KJIIOYOBI 1HIMKATOPH (PIHAHCOBOTO
MUKITY: KPEIUTHA CKIIAJ0Ba (BIIHOMICHHS KPEIUTIB J0
BBII, temn 3pocTaHHS KpEAMTHUX PECYpCiB, BiJTHO-
HICHHS 00CSTY KPEJUTHUX PECYPCiB 10 aKTHBIB OaHKIB-
CBKOI CHCTEMH) i IMHAMIKA I[iH Ha HePyXOMicTh. [1po-
aHAJI30BaHO IWHAMIKY TPOSIBH JTAHUX IHIWKATOPIB B
VYkpaiHi Ta 3anpoNOHOBAHO HAINPSIMH MiHIMIi3allii
BIDIMBY (hiHAHCOBOI ITHKITY.

Kmiouosi cnosa: GhiHaHCOBUI UK, O13HEC-IIUKII,
MOKa3HUKK (DIHAHCOBOTO IUKIY, OaHKIBChKa CHUCTEMA,
BimHOImEHHs KpenuTiB 10 BBII, ¢inancoBa kpu3a.

Yenk U. A. Ilpupona puHaHCOBBIX IUKJIOB H
HX POJib B Pa3BUTHHM KPU3UCHBIX MPOLECCOB

PaccMmoTpenb! CymHOCTh (PUHAHCOBBIX IHKJIIOB H
OCOOCHHOCTH UX TMPOSABIEHUA: 00Jiee NJIUTEIbHBIN I1e-
PHOA B CPAaBHEHUH C SKOHOMHYECCKUMH LIUKIAMH, CIIe-
noBaHue a3kl KpU3Uca BCJE 3a MUKOM IHKJIA, Oosee
TSDKETIBIH XapakTep peleccud. BBIABICHBI KITFOUEBBIC
WHIUKATOPbI (YMHAHCOBOTO ITUKJIA: KPEAUTHAS COCTAB-
nsromasi (oTHomreHue kpemutoB Kk BBII, temn pocra
KPEIUTHBIX PECYpPCOB, OTHOIIEHHE 00BheMa KPEIUTHBIX
peCypcoB K akTUBaM OaHKOBCKOW CHUCTEMBI) W JHHA-
MUKa IICH Ha HEABIXHUMOCTh. [IpoaHanm3upoBaHa Ju-
HaMUKa MPOSIBICHIS TaHHBIX MHIUKATOPOB B YKpamHe
U TIPEUTOKCHBI HANpPAaBJICHUS MUHUMU3AINN BIUSHUS
(MHAHCOBOTO KA.

Kiouesvie cnosa: QuHAHCOBBIN UK, OW3HEC-
[UKJI, TOKa3aTedu (PUHAHCOBOTO IIMKIIA, OaHKOBCKas
cucrtema, oTHolreHue kpenutoB kK BBII, ¢huHaHCOBBIH
KpH3HC.

Usik I. A. Financial Cycles Nature and its Role
in the Crisis Processes Development

The essence of financial cycles and features of their
display: a longer period in comparison with the eco-
nomic cycles, following the phase of the crisis after the
cycle peak, more severe recession. Identified key indi-
cators of the financial cycle: credit composes (the ratio
of loans to GDP, the growth rate of credit resources, the
ratio of credit to the assets of the banking system) and
the dynamics of real estate prices. The dynamics of these
manifestations in Ukraine indicators and directions to
minimize the impact of the financial cycle.

Keywords: financial cycle, business cycle, finan-
cial cycle indicators, banking system, credit-to-GDP ra-
tio, financial crisis.
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SPECIFICS OF DETERMINING THE MARKET ASSESSMENT RIGHTS
REQUIREMENT FOR OBLIGATIONS ARISING FROM THE IMPLEMENTATION
OF THE BANK CREDIT OPERATIONS OF DIFFERENT QUALITY
THAT ARE SECURED AND UNSECURED COLLATERALLY

Problem and its solution. Debt obligations of the
debtor to the creditor are special kind of assets, which
are based on the right to obtain certain economic bene-
fits. The problem of the assessment rights requirement
for obligations under the credit agreement has acquired
special urgency after the crisis of 2008, when the banks
had overdue portfolios of loans (bad debts of borrow-
ers).

The cost of the claim is the result of many factors
analysis, however the arrear is one of the main but not
the only factor in the value of the rights requirement for
obligations. Despite the presence of publications on this
issue that highlight the general methodical bases of the
object evaluation, there are still many unresolved prob-
lems in contemporary assessment practice. First of all it
is necessary to develop a model for determining the as-
sessment rights requirement for obligations arising as a
result of bank credit operations implementation in spe-
cific conditions related to assess, the status of the lender
(the Bank) and the lack of sufficient information regard-
ing the object assessment.

The number of local scientists and practitioners
dedicated their research papers to the finance assess-
ment of debt obligations. Among them I.Galkin,
O.Drapikovskyy, Y.Dehtyarenko, N. Zhylenko, 1. Iva-
nova, V. Lartsev, N. Lebid, J. Marcus, O. Mendrul,
S.Sivets, S.Skrynko, O.Puzenko, F.Puziy, A.Chirkin as
well as the international scientists such as A.Damo-
daran, V.Hrybovskyy A.Hriaznova

A.Gregory, F.Evans, Y.Kozyr, V.Mykhaylets,
O.Stoyanova, T. Harrison.

Taking into the consideration their significant con-
tribution to the methodological support formation of the
financial assessment of property rights, it is worth not-
ing the lack of disclosure of the assessment rights re-
quirement for obligations problem arising as a result of
bank credit operations implementation.

The article aims to study and test the standardized
mechanisms of the assessment rights requirement for
obligations arising as a result of bank credit operations
implementation.

Presentation of the main material.

The demands on the reliability of the banking sys-
tem are increasing with the development of market rela-
tions in Ukraine and which is largely determined by the
size and condition of the credit institutions assets. In
these conditions the need of their reliable value assess-
ment is increasing and is adequately characterized by the
market value.

On the whole, the information about the market
value of credit institutions assets can serve as a basis for
the solution of many problems both the issues of general
importance and the ones of the banking sector function-
ing and some of its units. This assessment allows mak-
ing more informed decisions about maintaining the effi-
ciency of credit institutions with the owners, managers
and investors when making decisions on mergers and
acquisitions, liquidation and treatments conducting;
maintaining the financial situation which are adequate
to market conditions; predicting their future develop-
ment and behavior in the market; a more accurate risk
assessment of the interaction between contractors and
the credit institution.

At the national level, these kinds of data help to
implement the effective regulation and the banking sys-
tem supervision that are very important in solving prob-
lems of restructuring, treatment and strengthening of
the whole financial system. In addition, this information
is essential to determine the actual tax base and for credit
institution property insurance.

The commercial bank as the most important finan-
cial and economic institute, of course, obviously has its
own peculiarities of assessment and its value determina-
tion. Considering this question one of the prominent rep-
resentatives of foreign school American economist P.
Rose comes from the premise that the bank activity in-
dicators are oriented on two interrelated characteristics
i.e. profitability and risk that are to be materialized in
the bank value indicator. This is because commercial
banks are entrepreneurial corporation with the task to
maximize the funds value contributed by shareholders,
while maintaining acceptable level of risk.
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Naturally, the main asset of the bank, which deter-
mines the size and financial situation, is the individuals
and entities loan portfolio. So, it is extremely important
to develop a unified methodology of the assessment
rights requirement for obligations in these loans portfo-
lios.

The background information for the assessment
rights requirement for credit, credit is in the case mate-
rials and is formed on paper and should contain:

e written request (application) about the debtor's
loan;

e Dbusiness plan, feasibility study of need for the
definite goal (if applicable);

e contracts and / or purchase and sale agreement
(if any);

¢ financial statements (for legal entities), income
information (for individuals) of a debtor;

¢ financial and budget statements (for budgetary
institutions);

e information on receipts on current bank ac-
counts at least the last six full months;

¢ information provided by the debtor and vali-
dated by other banks about:

a. debtor indebtedness defining basic terms of
the loan (the amount of the contract, term
debt balance, type of collateral, etc.);

b. evidence of the overdue indebtedness;

¢ information about the debtor's obligations to the
bank according to previous agreements, credit history (if
any);

¢ information about the verification of proper
loan use;

e supporting documents (statement of balance
sheet and off-balance sheet accounts, payment orders,
etc.) providing the evidence of loan provision and repay-
ment, the existing financial obligations, mortgaged
property recognition, etc;

¢ audit report on the financial status of the debtor;

e constituent and registration documents (for le-
gal entities), copies of the relevant pages of the passport
and the registration number certificate of the taxpayer
registration card (for individuals);

e Joan agreement and additional agreements
thereto;

e mortgage loans agreements and additional
agreements to them, guarantee letters;

e documents confirming person authority to sign
a loan agreement, mortgage loans agreements and addi-
tional agreements thereto on behalf of the counterparty
bank;

e copies of title documents on property (the legal
claim) that is transferred as collateral,

e documents confirming the market value of the
mortgaged property (the legal claims) during the loan
disbursement;

e documents proving the existence and the qual-
ity preservation of the mortgaged property (acts, infor-
mation, inspections materials);

e documents proving the property encumbrances
and its state registration in accordance with the laws of
Ukraine;

e insurance agreements of the mortgaged prop-
erty and documents confirming insurance payment (if
any);

e information about measures taken by the bank
to repay debt (documents certifying debt collection and
recovery procedure).

Debt obligations nature causes a lack of their wear
factors and does not include the cost of reproduction.
The use of the cost approach for the debts obligations
assessment reduces to their book value determination
adjusting for the obligations which limitation period has
expired or something alike. Therefore, taking into ac-
count the mentioned above, the cost approach is not used
in the process of the assessment rights requirement for
obligations.

Considering that information about such objects
sale is limited and does not meet the criteria of reliability
the comparative approach is not applied as well.

Income approach is the only one of the universally
accepted approach that allows building the assessment
model, taking into account the specifics of the object as-
sessment and existing burden of rights requirement.
That is why we believe it is necessary to apply the in-
come approach as the one that reflects the market situa-
tion the most accurately.

The market value assessment of rights requirement
for obligations is carried out in the following stages us-
ing the income approach:

e forecasting the possible income options from
management (order) of the estimated legal require-
ments;

e determining the forecast period for each of the
mentioned variants, presenting the key assumptions that
will be used during the assessment;

e drawing up a possible plan of the debtor cash
flow including debt collection regarding the presump-
tive time of payment receipt for each of the income pre-
sumptive options (cash flow). The expected gross in-
come from obligation reimbursement is determined at
this stage for each of the presumptive options.

e forecasting the presumptive volume of expend-
itures associated with gross income obtaining in each of
the presumptive options;

e calculating the expected net cash flow for each
forecast period as the difference between gross income
and expenses;

e determining the discount rate for each of the
presumptive options;

e calculating the value of rights requirement for
obligations as the sum of the present value of net cash
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flows for each of the presumptive options of forecasting
and the results reconciliation, to justify the estimated the
market value assessment of rights requirement for obli-
gations.

- ﬂ v, -

m — " col N d
(1+r)
where:
Vi — the market value of debt obligations;

Veoi— the collateral total value for credit operations;

A+

The market value of the rights requirement for loan
agreements is advisable to calculate according to the for-
mula:

1-R 1-R,
X

(1+r, )

col

XP.,

Va— the debt total value on a credit transaction at the assessment date;

Reoi, Rer— thereafter, rate risk associated with the presence of collateral property rights and rate risk associated
with the presence of collateral property rights under the loan agreement,

ro — basic discount rate that is equal to the credit cost for commercial banks (offering to take at NBU discount

rate);

7« — the discount rate for credit operations in accordance with the credit quality category and the debt service

State,

N — discount period - the period during which cash flows are expected from the execution of debt obligations

(depending on the claim of the creditor);

Peb — plausibility that the debtor (payer) is able to fulfill debt obligations from an economic point of view.

It is worth mentioning that if V,, >V, then V,, =V,.

The use of this model can adequately take into ac-
count not only the cash flows at the time, but also the
legal and economic quality of these debt obligations that
eventually form their cost.

Forecasting cash flow schedule (expected creditor

The discount rate for loan operations (r,) is deter-
mined by risk level for loan operations in accordance
with the clause of the National Bank of Ukraine
(Table 2) [3].

revenues) from debt obligations fulfill is advisable Table 2
to perform according to the state of claim activity  Risk calculation of indicator provided to the debtor
(Table 1). Credit quality Number The accepted
category of delayed | value of the dis-
Table 1 days of count rate, %
Terms of fund receipts depending on the state of I — the highest 0-7 0-6
claim activity category i )
Claim activity pro-| Claim activity | Term of the 11 8-30 7-20
cedure and its du- stage funds, 1 31-90 21-50
ration months. v 91 - 180 51-99
Claim activity is di-|Claim  activity V _ the lowest
rected (terms of de-|was not per-| 10-20 category beyond 180 100
lay is 1-1.5 months) | formed
Waiting for a re-|Claim  activities On the basis of the relevant legal analysis, determi-
sponse and sue (1-2 |are directed and 9-18 nation of the probability that the debtor (payer) will be
months) period for reply is required to fulfill the collateral (guarantee, mortgage)
_ : sustalqed debt obligations from a legal point of view, is the risk
Judicial trial (3-6 Thgre is court de- associated with the presence of collateral property
months). cision and en- rights. This risk is offered to be calculated according to
forcgment pro- 6-12 the following algorithm:
ceedings are initi- 1) the total risk is determined according to collat-
ated b§_’ the Stgte eral certain type (not more than 100%);
Executive Service 2) cost shares of all collateral types for credit op-
Enfo.rcement pro- erations are calculated;
ceedings b}’ the | - - 3) weighted risk associated with the presence of
State Executive Ser- property rights for all kinds of collateral is calculated.
vice Criteria for determining the total risk for a certain
(6-12 months.) type of collateral listed below [6].
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Real Estate:

¢ physical lack of documented collateral is 100%
risk which does not allow the further collateral assess-
ment;

e lack of registration record in the state register is
a high risk of penalty imposition on the property. The
recommended risk is 30-50%;

e Jlack of the borrower corporate body decision
carries a high threat of a positive outcome for property
enforcement procedure. The recommended risk is 50%;

e the collateral correct description is critical in
case of significant errors in the subject description. The
risk can be assessed up to 100% depending on the cor-
rectness;

¢ the collateral quality characteristics may be af-
fected by the time of the assessment date until the col-
lateral realization (physical wear and intentional harm-
ful effect). The risk can be assessed up to 20%.

Movables:

e physical lack of documented collateral is 100%
risk which does not allow the further collateral assess-
ment;

e the disputes availability over the collateral
property is estimated depending on the collateral appeal
process, the lawyer represents the expert assessment of
the litigations successful outcome probability. The risk
can be assessed up to 100%;

e the risk is zero if the fully autonomous use of
collateral is possible, if the autonomous use of the col-
lateral involves significant capital investment to its cur-
rent state, the risk is assessed in proportion to the level
of expenditure;

¢ risk of inconsistencies in the details of the prop-
erty mortgage contracts and accounting documents
could be assessed up to 100% in consultation with a law-
yer Client (as in the case of appeal cases with similar
collateral);

e the collateral quality characteristics may be af-
fected by the time of the assessment date until the col-
lateral realization (physical wear and intentional harm-
ful effect). The risk can be assessed up to 50%.

Guaranty

e Jlack of the borrower corporate body decision
carries a high threat of a positive outcome for property
enforcement procedure. The recommended risk is 50%;

e the recommended risk is 100% in the absence
of information on the financial and property status of
guarantor.

The determining of probability that the debtor
(payer) will be required to fulfill the debt obligations un-
der the credit agreement from a legal point of view is the
risk associated with the presence of rights requirement
under this agreement. This risk is offered to be calcu-
lated according to the following recommendations:

e incorrect execution of agreement on the loan
and additional agreements to it. The risk can be assessed
up to 100%;

e lack of the borrower corporate body decision
carries a high threat of a positive outcome for property
enforcement procedure. The recommended risk is 50%;

e the risk is 100% in case of absence of bor-
rower’s physical accessibility (borrower left the coun-
try, died or his location is not established).

The probability that the debtor (payer) meet debt
obligations from an economic point of view depending
on the debt service state has been identified and summa-
rized by an expert, based on actual assessments of loan
portfolios (Table 3).

Table 3
Terms of debt, Probability
davs

to 30 1
31-60 0,95
61-180 0,50
181-365 0,35
366-545 0,25
546-1095 0,10
beyond 1095 0,05

* 5% probability is taken to resolve the situation for
ATO and Autonomous Republic of Crimea zones.

Example of the market value calculating of the loan
portfolio is presented in table 4.

It should be noted that the revaluation of portfolios
that are NBU pledged and the loans which quality has
deteriorated to the III-V categories of quality aren’t tak-
ing into consideration (NBU Resolution of November
18,2015 N 794).

Conclusions

Nature of debt obligations is specified by lack of
wear factors and does not include the cost of reproduc-
tion. The cost approach usage for debt obligations as-
sessment is reduced to the determination of their carry-
ing value with amount of obligations adjustment for
which the period of limitation is expired. Therefore, the
cost approach in the process of determining the value of
the assessment rights requirement for obligations is not
used.

Using a comparative approach in the debt obliga-
tion assessment is not possible due to lack of market in-
formation related to the analogs selection and editing
performing. That is, the application of the income ap-
proach for the assessment rights requirement is the only
option. The income approach methods correspond to the
principles of determining the assessment market value
mentioned above.

The approaches and assessment methods corre-
spond to the current legislation to implement profes-
sional appraisal activities in Ukraine as well as national
and international standards and meet the resolution cri-
teria of the National Bank of Ukraine on the calculation
of the loan risk indicator.
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Table 4
The market value of rights requirement calculation for credit operations
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1 2 3 4 5 7 8 9 10

1 ggﬁov 176 849,46 [ 1 | 100289,98 [ 0,95 |1 | 0,00 | Work wasn’t carried out | 176 849,46
Anton R .

2 Lazo 266 191,95 | II 186 789,74 1 1 0,20 | Work wasn’t carried out | 231 577,51

Methodical measures included statistical data col-
lection agencies in determining the likelihood that the
debtor (payer) meets debt economically depending on
the state debt service.

The statistical data of the debt collection agencies
are included in the methodical measures to determine
the probability that the debtor (payer) meet debt obliga-
tions from an economic point of view depending on the
debt service state.

The proposed assessment model allows to deter-
mine the assessment rights requirement for obligations
not only under the specific credit agreement, but also by
formed credit portfolio of the bank, at minimum cost and
in terms of not sufficient information conditions on
property assessment.
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Stolyarov V. F., Artemenko D. M. Specifics of
Determining the Market Assessment Rights Re-
quirement for Obligations Arising from the Imple-

mentation of the Bank Credit Operations of Differ-
ent Quality that are Secured and Unsecured Collat-
erally

This article offers the standardized mechanisms of
the market assessment rights requirement for obliga-
tions of different quality categories arising as a result of
the bank credit operations implementation. Specific ap-
proaches and assessment methods are relevant both to
the existing legislation of the professional appraisal ac-
tivity implementation in Ukraine and to national and in-
ternational assessment standards, and meet the criteria
of the National Bank of Ukraine on the calculation of
credit risk. The proposed assessment model allows to
determine the assessment rights requirement for obliga-
tions by the formed credit portfolio of the bank at mini-
mum cost and the lack of sufficient information con-
cerning the object assessment.

Keywords: market value, credit transaction, assess-
ment procedures, assessing approach, the credit portfo-
lio, credit risk, discount, maintenance, assessment prin-
ciples.
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RISKS ASSOCIATED WITH THE MARKET BEHAVIOUR
OF BULGARIAN INDUSTRIAL ENTERPRISES

Problem Statement. Bulgarian industrial enter-
prises operate in extremely competitive global markets
that are characterized by complex economic relation-
ships among market players, great variability of the cur-
rent rules and mechanisms and great market volatility.
The uncertain and dynamic market situation, on the one
hand, and the multi-faceted business objectives and
goals — on the other, undoubtedly lead to many options
when choosing a market behaviour model. The formu-
lation, creation and implementation of the appropriate
model of market behaviour demonstration, which en-
sures that Bulgarian industrial enterprises adapt timely
to modern challenges, create prerequisites for the emer-
gence (appearance) of multiple risks. The majority of
potential risks can have a significant impact on the status
and performance of industrial enterprises, their compet-
itiveness and market efficiency. Therefore, the ability of
industrial enterprises to develop and implement an ade-
quate and reliable risk management process is becoming
a vital factor for their normal operation and develop-
ment.

Analysis of Researches and Publications. The
risks related to the behaviour demonstrated by industrial
enterprises on target markets are a topical scientific field
for theoretical and empirical research, which is con-
stantly expanding its range and is increasingly attracting
scholars’ interest. The following foreign scholars deal
with this issue: Ph. Kotler, K. Keller, W. Beaver, G. Par-
ker, J. Fraser, B. Simkins, C. Pritchard, A. Decker, I. T.
Balabanov, 1. S. Menshikov, D. A. Shelagin, D. V.
Sokolov, A. V. Barchukov, N. V. Hohlov, etc. A number
of Bulgarian scholars also contribute to the issue: R.
Gabrovski, B. Nikolov, T. Nenov, M. Aleksandrova, P.
Banchev, N. Yankov, etc.

The objective of this article is to highlight some of
the main risks accompanying the demonstration of a cer-
tain market behaviour by Bulgarian industrial enter-
prises, to present the results of analyzing the risk expo-
sure and problem areas in their market behaviour, and to
justify the opportunities for affecting the risks and hence
to limit and reduce the adverse consequences of their oc-
currence.

Presentation of the Main Material. The dynamic
and uneven development of markets and the rapid de-
velopment of market relations arising from globaliza-
tion have led to an increase in the uncertainty related to
the adoption of a particular market behaviour model by
Bulgarian industrial enterprises. The industrial enter-
prises in Bulgaria have become particularly sensitive to
the changes in market parameters (factors) and new mar-
ket challenges (increased competition, changes in de-
mand and consumer buying behaviour, strong market
segmentation, market saturation in more and more prod-
uct categories, etc.) [6]. This inevitably raises the likeli-
hood of the occurrence of a number of risks and in-
creases their degree of risk exposure. It is a fact that
there are a lot of risks in the market behaviour of indus-
trial enterprises in Bulgaria and they are characterized
by a great diversity (see Fig. 1). The attempt for a sys-
tematization and priority treatment of certain types of
risks is predetermined by the risk profile specifics, their
diverse nature, size and dynamics (intensity), the fre-
quency of occurrence and the weight (size) of the con-
sequences, and the functional area of manifestation [1;
4; 8].

Based on an empirical study among 115 industrial
enterprises in Bulgaria!, which have different objects of
activity, some of which — strongly export-oriented, it
was found that according to their ‘nature’, the share of
subjective risks predominates (56.9%). These risks are
most often associated with the educational and qualifi-
cation level, professional experience, competencies,
abilities and attitudes of executives involved in the de-
velopment of the enterprise’s marketing strategy. For
example, 28.6% are the result of the executives’ errone-
ous assessment of the short- and long-term interests re-
lated to the industrial enterprise’s behaviour on special-
ized markets, 25.8% are due to errors in assessing the
current state and the nearest prospects for market devel-
opment, 19.1% — due to the incorrect market situation
forecast, 14.6% —due to the inadequate needs assess-
ment in the sphere of consumption and domestic pro-
duction, 11.9% — due to premature or untimely decision-
making, as well as the implementation of inoperative
models on demonstrating appropriate market behaviour.

! Structurally, the majority of enterprises are medium-sized — 51.2%, small-sized enterprises are 23.8%, large-sized enter-
prises — 15.5% and micro-enterprises — 9.5%. According to the form of capital ownership, the majority of industrial enterprises
are entirely funded by Bulgarian capital — 52.4%, 36.9% are funded by mixed capital and only 10.7% are totally funded by

foreign capital.
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The proportion of the objective risks is also quite sub-
stantial (43.1%), which can hardly be controlled, pre-
dicted and managed by the executives in the industrial
enterprises. These are the risks which are due to the
multi-directional and dynamic impact of the business
environment factor parameters (see Table 1). The results
obtained show that executives are increasingly expe-

riencing difficulty in making the right decisions, in-
depth analysis and objective assessment in response to
the changes in the external environment. Therefore,
more innovation and flexibility in the management ap-
proaches are desirable, as well as learning from the ex-
perience and implementing the best practices of the
leading industrial organizations in this field.

* subjective risks

According to the nature SN
& * objective risks

* risks related to market

research

* risks related to product management
* risks related to determining price
* risks related to distribution policy

According to the sphere of
emergence

* external risks
« internal risks

According to the place of
emergence

« anticipated risks
s predictable risks
s unpredictable risks

According to the chance to
be predicted

* dynamic risks

According to variability « static risks

Fig. 1. Types of risks, related to the market behaviour of industrial enterprises

Table 1
Structure of Bulgarian industrial enterprises according to the assessment of macro-
and meso-factors, influencing their market behaviour
Macro-factors Impact strength*

0 1 2 3 4
Macroeconomic stability - 8.3 7.1 19.0 63.1
National legislation 24 6.0 13.1 36.9 41.7
International trade regulations and restrictions 3.6 24 4.8 23.8 61.9
Market liberalization 1.2 2.4 16.7 58.3 214
State of the financial and capital markets 24 6.0 14.3 34.5 39.3
Number and structure of the country’s population 3.6 4.8 58.3 25.0 8.3
Migration processes 3.6 6.0 51.2 22.6 14.3
Education and professional training of the population 1.2 24 20.2 26.2 46.4
Development of information and communication technologies 1.2 1.2 34.5 4.8 58.3

Meso-factors Impact strength

0 1 2 3 4
Presence of established (good) practices in market behaviour in the sector 1.2 9.5 7.1 17.9 61.9
Production features and characteristics of goods and services requiring specific market behav-
iour methods and activities ) o W o e
Number of enterprises in the sector, having an impact on the level of competition - 3.6 8.3 63.1 214
Concentration of enterprises in the sector in a certain region 24 6.0 13.1 58.3 17.9
Presence of production and social infrastructure 24 - 17.9 16.7 60.7

* Assessment scale from 0 to 4: 0 — no impact; 1 — almost no impact,; 2 — slight impact, 3 — moderate impact, 4 — strong

impact.

The study reveals surprising results regarding the
functional area of risk manifestation associated with the
market behaviour of Bulgarian industrial enterprises.
The fact that there are risks associated with market re-
search planning, organization and implementation in al-
most a third (31%) of the industrial enterprises is nega-

tive. In particular, these are risks of incorrect definition
of the problem and objectives of the study (10.7%) im-
proper planning and budgeting (41.4%), poor choice and
non-compliance with the drawbacks of the methods for
collecting information (19.1%), improper systematiza-
tion, analysis and presentation of information (29.1%),
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which inevitably leads to unrealistic presentation of the
final results and making wrong decisions. This is a proof
that specialists are not well-trained to carry out qualita-
tive research, there is a lack of organizational experience
and knowledge of the best practices in the area of the
study, difficulties in providing funds, etc. In practice,
this leads to serious negative consequences and a num-
ber of difficulties in demonstrating a particular behav-
iour towards market participants. The fact is that Bul-
garian industrial enterprises are not able to carry out
good market segmentation or choose the wrong target
market.

Overall, the proportion of industrial enterprises,
where there are risks related to product management, is
small (9%). These risks are due to incorrectly specified
product nomenclature and range (8.3%), limited oppor-
tunities for developing and introducing new products
(61.9%), bad positioning of products (8.6%), lack of
own brands (13.8%) and delays in product removal
(7.4%). Unfortunately, the trend regarding the innova-
tion activity of Bulgarian industrial enterprises remains
negative. They do not find enough good conditions and
resources to develop innovative products [5]. Gradually,
this trend leads to limiting the achievement and mainte-
nance of high competitiveness and to missing the oppor-
tunities to reach leading positions. Over 70% of the Bul-
garian industrial enterprises prefer to take a position
near an existing competitor, and only 28% — to fill the
vacant competitor’s position by offering a new product
on the market.

At the same time, about half of the surveyed enter-
prises (18%) indicate that there are risks associated with
product pricing. They are the result of reporting only the
influence of economic factors and not of psychological
factors in determining the price (12.3%), changes in the
level and structure of expenditure (78.5%), and poor
price adaptation to the specific market conditions
(9.2%). Although the share of these risks is relatively
low, it is worrying that enterprises inadequately and in-
completely establish the impact of factors affecting the
prices of the products, do not disclose reserves and op-
portunities for reducing costs and do not work out
measures to adapt the price to the specific market con-
ditions [7].

Bulgarian industrial enterprises find risks associ-
ated with the distribution policy (42%) the most diffi-
cult. These arise due to a wrongly designed and imple-
mented distribution policy (12.6%), poor choice of a
distribution channel (44.7%), unjustified determining of
the common distribution strategies (15.5%), and inade-
quate development of the distribution plan, programmes
and events (27.2%). Therefore, Bulgarian industrial en-
terprises cannot achieve good management and organi-
zation of their product flows and ensure their effective
delivery to consumers. They fail to reduce the time and
cost of delivery, control the output, optimize the struc-
ture and relationships between the parties in the ex-

change process, as the distribution chain, which they ap-
ply, is long and involves a large number of specialized
distributors (intermediary units). In this sense, industrial
enterprises have difficulties in managing distribution,
which in turn influences their behaviour on the special-
ized markets.

At the same time, more than half of the industrial
enterprises in Bulgaria (53%) experience external risks.
They are due to a non-compliance with the contract
terms by the supplier or intermediaries, unfair competi-
tion, presence of political instability, new international
treaties and agreements, changes in consumer require-
ments, preferences and habits, migration processes, de-
mographics, traffic accidents, etc. For 47% there are in-
ternal risks arising from the specifics of the industrial
enterprise business activities. They are usually associ-
ated with non-implementation of the production pro-
gramme, lowered or no control over product quality, use
of worn out and obsolete equipment, worsened financial
situation, problems in supply, etc.

It is noteworthy that the risks associated with mar-
ket behaviour are anticipated for 44.6% of the industrial
enterprises, and predictable — for about 27.2%. This is
mainly due to the fact that these enterprises make pre-
dictions, analyses and evaluations by gathering, pro-
cessing, systematizing and analyzing information re-
garding risks. In particular, the factors shaping the risk
situation are traced, which helps to identify them more
accurately, i.e. risks are predicted on the basis of previ-
ous experience. Therefore, the likelihood of occurrence
of'these risks, i.e. the frequency and weight of any losses
and damages from them, as well as the possible sources
can be predetermined and the causes eliminated by im-
plementing specific measures to counteract and mitigate
their negative consequences.

An alarming finding is that risks are unpredictable
for almost a third (28.2%) of the industrial enterprises,
i.e. these are risks that are difficult to foresee and the
probability of their occurrence cannot be premeasured
due to their nature, which makes them difficult to assess.
This fact impedes both the provision of prompt and
timely response in case of unfavourable market situa-
tions and the demonstration of adequate market behav-
iour.

It should be borne in mind that dynamic risks are
of great importance for the demonstration of certain
market behaviour by Bulgarian industrial enterprises.
These risks are of varying frequency and intensity of oc-
currence (see Fig. 2). The following risks have the most
constant frequency of occurrence — an increase in com-
petition and changes in public needs as well as an in-
crease in receivables from contractors and third parties.

It should be noted that these risks are external for
industrial enterprises, which further impedes tracking,
analyzing, and assessing them, hence, predicting and
implementing adequate ways of reducing and neutraliz-
ing them. The dynamic occurrence of this group of risks
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Raising (collecting with difficulty) the receivables from
contractors and third parties

Incorrectly developing the distibution network

Raising the price levels and uncertainty from the exchange rate
Increasing traffic accidents

Raising objections and claims
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Fig. 2. Structure of Bulgarian industrial enterprises according to the frequency of occurrence
of risk situations regarding their market behaviour

leads to unfavourable characteristics and dimensions of
market positioning, company reputation and public im-
age, the competitive power of the product portfolio and
of industrial enterprises as a whole, their cash flows and
financial results.

Regarding competition as the major risk is not ac-
cidental, since with the liberalization and opening of
markets the global competition becomes more intense
both in terms of product proposals and the development
of marketing strategies [2]. This inevitably affects the
positioning of the products of Bulgarian industrial en-
terprises and leads to demonstrating certain behaviour
on the market. Bulgarian industrial enterprises offer
their products both on domestic and international spe-
cialized markets. Small entities (including micro enti-
ties) sell their products mainly on the domestic market,
while the production of medium- and large-size enter-
prises is predominantly export-oriented. The share of
economic entities whose production is sold both on do-
mestic and international markets is 65.5%, while 34.5%
of them are focused entirely on domestic markets. The
main export markets are the EU Member States —
Greece, Romania, Germany, France, Great Britain, It-
aly, Austria, as well as the non-EU countries — Turkey,
Macedonia, Serbia, and Russia, which further strength-
ens competition and puts Bulgarian industrial enter-
prises at risk.

At the same time, the fact that industrial entities in
Bulgaria comply with the change in public needs sub-
stantially contributes to the existence of negative indi-
cations and to the increase in their risk exposure. A large
number of Bulgarian industrial enterprises (77%) switch
to behaviour that can guarantee them greater security

and flexibility in conditions of changing public needs.
They aim at changing and expanding their product range
and nomenclature, in order to keep and develop their
market positions. Moreover, the majority of industrial
enterprises offer additional variety of extras (possibili-
ties) to their customers as due to a reduced ability to pay,
they are becoming more rational and more careful in
their choice of goods.

One of the biggest risks, related to the market be-
haviour of industrial enterprises in Bulgaria, is the in-
crease in receivables from contractors and third parties.
This risk raises a number of difficulties, some of which,
to a certain extent, affect the development, survival, and
the prospects of industrial enterprises. It creates a chain
reaction that will inevitably lead to a shortage of work-
ing capital, needed to maintain current production activ-
ities, and timely covering of costs related to producing
and selling products [3]. At a certain extent all this neg-
atively affects the production activities of enterprises
and the provision of sufficient funds for the full payment
of their debts. There is an extremely high level of cash
deficit and at the same time a low level of liquidity,
which further impedes Bulgarian industrial enterprises
to timely and adequately demonstrate a market behav-
iour that provides the implementation of the company’s
intentions.

It should be borne in mind that the other risks are
relatively static. They occur comparatively rarely or are
accidental, but they should not be underestimated,
neglected or uncontrolled. Otherwise, due to the high
dynamics, uncertainty and complexity of the environ-
ment in which industrial enterprises operate, they could
increase their size and power of influence, which will
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lead to serious negative consequences in the adoption of
a particular pattern of market behaviour.

The data in the study shows that the effects of risks,
associated with market behaviour, are of marked finan-
cial nature for Bulgarian industrial enterprises (see
Table 2). Dominant are the risks which generate losses,
leading to problems with their coverage and to reducing

the positive financial result. This invariably results in
negative financial effects and a number of lost profits
for industrial enterprises. Such manifestations affect the
implementation of the marketing objectives (in strategic
and tactical aspect), hence — the overall activity of the
industrial enterprise.

Table 2
Extent of the consequences of the risks occurred regarding the market behaviour
of Bulgarian industrial enterprises
Respondents
Extent of the consequences Share, %

Financial consequences for the organization lead to significant losses and a negative financial result 40.5
High risk Affects the parties concerned to a great extent 13.1
Significantly affects strategic objectives 59
Financial consequences give rise to losses which lead to problems related to covering them and to 45

. . reducing the positive annual financial result i

Medium risk -

Moderately affects all parties concerned 15.5
Moderately affects strategic objectives 40.5
Financial consequences'for the enterprise find expression in slight losses and do not affect signifi- 143

Low risk cantly the annual financial result . )
' Affects at a very low extent the parties concerned 16.7
Slightly affects the strategic objectives of the enterprise and its daily activities 17.9

In this regard, it is necessary to develop and imple-
ment an adequate and reasonable system of risk man-
agement, which enables the achievement of a timely re-
sponse to the occurrence of unfavourable market situa-
tions and the use of adequate tools to counteract specific
risks as well as to limit and reduce the unfavourable ef-
fects of their occurrence. This management system
should be oriented to effective protection (mostly eco-
nomic) of the industrial enterprise from unwanted inten-
tional or accidental events as a result of the demonstra-
tion of a specific behavioural pattern of target markets,
which cause certain disadvantages, damages, and losses.
For this purpose, it is necessary to deeply and objec-
tively study, analyze and monitor the development of
the existing risks, which would limit or prevent the
demonstration of risky market behaviour. It is necessary
to gain knowledge of the areas at high risk, to carry out
science-based analysis and assessment of the degree of
risk, and on this basis to develop a preventive mecha-
nism. This will help to outline the direction, to focus ef-
forts, to define the vision and priorities of the industrial
enterprise regarding the formation of adequate market
behaviour.

Creating a clear vision for the management of risks,
associated with market behaviour, enables the achieve-
ment of a number of positive effects and adequate posi-
tioning in the context of rapid and difficult to forecast
changes in the behaviour of the major market partici-
pants. Practically, this means building effective risk
management, allowing early identification of potential
risks and implementation of successful preventive activ-
ities. Regardless of the established theoretical formula-
tions and models of implementing market behaviour and
policy in the field of risk management, a fundamental
principle for achieving success is the pursuit of individ-
ual approach. Adequate and reasonable policy is needed
as well as a wise use of appropriate tools, consistent with

the state and potentialities of the entity. Practically, the
focus should be on the following:

— developing a strategy for market behaviour risk
management, which will facilitate the achievement of
the enterprise’s objectives;

— integrated and effective management of risks
related to the market behaviour, and providing useful re-
sults for the operational management;

— studying stochastic phenomena of specialized
markets and market participants;

— strengthening the organizational culture and
achieving understanding by the managers at all levels of
the need and benefits of their active participation in the
activities related to market behaviour risk management;

— increasing the knowledge and expanding the
skills of all participants in the process of risk manage-
ment;

— motivating participants, enhancing the dissemi-
nation of best practices in risk management;

— stimulating the introduction and implementa-
tion of adequate and effective control mechanisms re-
garding the implementation of the risk management
Strategy;

— streamlining the process, updating the ap-
proaches, methods, tools, and instruments used to man-
age market behaviour risks;

— ceasing activities, accompanied by negative
and insoluble risks or avoiding activities which are
known to cause risks of an unacceptable level or are not
subject to treatment;

— faster implementation of measures and re-
strictions, leading to the elimination or reduction of the
negative impact of market behaviour risks;

— transferring the risk to a specialized institution
that assumes responsibility for a full or partial compen-
sation of the effects of market behaviour risks;
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— expanding the field of implementation and the
sources of corporate earnings, hence reducing the risk;

— creating own (internal) reserve funds to cover
the damage that occurred as a result of the demonstra-
tion of corporate behaviour on the market or markets;

— using modern forms of joint businesses through
which industrial enterprises can transfer their market be-
haviour risks to the other party (partner) in order to share
the responsibility for any consequences of their occur-
rence, etc.

For Bulgarian industrial enterprises, proper risk
management is a key factor, having great influence on
the following: raising the level of manageability of busi-
nesses; reducing opportunities for speculation; improv-
ing the quality of decision making; increasing the eftec-
tiveness of forecasting, including by the way of accumu-
lating an information base of the existing risks; provid-
ing company associates with a set of comprehensible
and clear criteria to assess potential risks; using a system
for assessing the implementation of the tasks in the field
of risks as a tool to motivate staff, etc.

Conclusion. The development and implementation
of an adequate system of risk management enables in-
dustrial enterprises in Bulgaria to cope with a great num-
ber of challenges and hazards associated with their mar-
ket behaviour. They will be able to limit the difficulties
more precisely and faster and isolate the weaknesses in
their operation; they will also implement policies,
providing the achievement of better business results and
demonstrate a more flexible and competitive model of
market behaviour. Otherwise the problems of Bulgarian
industrial enterprises would deepen.
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IBanoBa, 3. C. Pu3zuku, nop’s3aHi 3 pUHKOBOIO
NOBeJiHKOI0 00JIrapChbKUX iHAYCTPiaJbHUX Mixnmpu-
€MCTB

Bonrapcerki iHIycTpianbHi MianpueMcTBa QyHKITI-
OHYIOTh B YMOBaX BUKJIFOUHOI KOHKYPEHIIii I100aTbHIX
punkiB. lle ©Oe3ymMoBHO 30iiblIye HMOBIpHICTH Ha-
cTaHHs Oe3Iivi PU3HUKIB Ta 30UIBIIYE CTYMiHb BIUIMBY
pusuky. L[1b 1aHOT CTATTI — BUSBUTH JCSKi 3 OCHOBHUX
PH3HKIB, 1110 CYIYTHI JIEMOHCTpAL{ BiIIOBITHOT pUHKO-
BOi TMOBENIHKM 3 OOKy OONrapchbKux IHAYCTpialbHUX
MiATPUEMCTB, HAAATH PE3yNbTaTH aHANI3Y BIUIMBY PH-
3WKY Ta MPOOJIeMHI 00J1acTi iX pUHKOBOI TIOBEIIHKH, a
TaKOX OOTPYHTYBATH MOIIMBOCTI BILUTHUBY Ha PU3HKH.

Kmiouogi cnosa: pusuK, YIPaBIiHHI pPU3HKOM,
PUHKOBa MOBEIIHKA, OONTapChKi IHAYCTpiaNbHi MiAIpH-
€MCTBa, IIJIbOBI pUHKH, OI3HEC CepeIOBUIIIC.

HUBanoBa, 3. C. Pucku, cBs3aHHbIE C PBIHOY-
HbIM TIOBeJdeHHeM O00JrapcKuX HHIYCTPHAJbHBIX
npeanpusiTUil

Bonrapckue  MHAYCTpHANbHBIC — MPEANIPUATHS
(YHKIIMOHUPYIOT B YCIIOBHSAX UCKITIOYUTELHON KOHKY-
PEHIMH TIO00ABHBIX PHIHKOB. DTO HEU30EKHO TOBHI-
[IaeT BEPOSITHOCTh HACTYIUICHHUSI MHOJKECTBA PHCKOB U
VBEIUYUBACT HMX CTEINCHb IOJBEPKCHHOCTH PHCKY.
Lenp HACTOSIIIEH CTATEU — BBIIBUTH HEKOTOPBIE U3 OC-
HOBHBIX PHCKOB, COIyTCTBYIOIIUX JIEMOHCTpAINN
OTIPENICICHHOTO PBIHOYHOTO IIOBENICHHUS CO CTOPOHBI
OOJITapCKUX WHIYCTPUATBHBIX MPEINPHUITHH, IPecTa-
BUTH PE3YNbTAThl aHAIU3a MOJIBEPKEHHOCTH PHUCKY U
poOJieMHbIe 00JacTH WX PHIHOYHOTO TIOBEICHHS, a
Takke OOOCHOBAaTh BO3MOXKHOCTH BO3ACHCTBHS Ha
PHUCKH.

Kniouesvle crosa: puck, yrpaBieHHE PUCKOM, PHI-
HOYHOE TIOBEJCHHE, OOJrapcKue HHAYCTpPHAIbHBIC
MPEINPHUATHS, [IENEBBIE PHIHKH, OH3HEC-Cpea.

Ivanova, Z. S. Risks Associated with the Market
Behaviour of Bulgarian Industrial Enterprises

Bulgarian industrial enterprises operate in ex-
tremely competitive global markets. This inevitably in-
creases the likelihood of the occurrence of a number of
risks and increases their level of risk exposure. The pur-
pose of this article is to highlight some of the main risks
accompanying the demonstration of a certain market be-
haviour of Bulgarian industrial enterprises, to present
the results of analyzing the risk exposure and the prob-
lem areas in their market behaviour, and to justify the
opportunities for affecting the risks.

Keywords: risk, risk management, market behav-
iour, Bulgarian industrial enterprises, target markets,
business environment.
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INVESTIGATION OF THE INTEGRATED TRADE STRUCTURE ENVIRONMENT
USING AGENT-ORIENTED APPROACH

Ukraine economic reforms make changes for im-
provement in all spheres of economic activity (including
retail trade, that plays an important role in the socio-eco-
nomic development and meeting the needs of each per-
son). One of the factors of these changes is strengthen-
ing integration and the emergence of new organizational
structures such as integrated commercial structure.

However, sustainable growth of trade and com-
merce and such new formations as integrated structures
is impossible without effective management of trade en-
terprises. Taking into account that all enterprises are in
constant interaction with their environment and take the
initial resources for their livelihoods from it, therefore it
becomes especially important to observe the structure of
environment and existing relationships among all enti-
ties that are able to influence integrated trading com-
pany.

Reviewing the literature. The activities of inte-
grated structures often become the object of attention by
domestic and foreign scientists. There have been several
investigations made by such scientists as: O. I. Amosha,
V. M. Geiets, N. G. Mitsenko, G. O. Pasichnik, A. A.
Pilipenko, L. I. Fedulova, O. Yu. Chorna. But consider-
able attention has been paid to industrial enterprises, ra-
ther less research has been devoted to integrated com-
mercial structures and their features.

Many recent studies in the economic literature
have focused on the external environment and its impact
on the enterprise activity (N. O. Vlasova, B. V. Griniv,
S. M. Iliashenko, O. S. Kravchenko, N. P. Liubushin,
L. O. Ligonenko, A. A. Mazaraki, Yu. S. Tsal-Tsalko).
But in their research, they do not account for the activity
of all the participants in the external environment and
dynamic development of integrated company, which is
able to constantly change its structure by elements of
business environments.

Therefore, the purpose of the article is to study the
relationship between the integrated structure and its en-
vironment using multi-agent systems.

The important aspect of trade enterprises is the in-
teraction with the external environment. This relation-
ship determines the direction of influence on the effi-
ciency of its operation. The business environment of the
company (the direct impact factors) is the closest envi-
ronment, which interacts with integrated structure. In

scientific literature its content determine through the set
of phenomena, processes and institutions with which the
organization directly interacts. It is able to have some
influence on the nature and content of interaction [3].
The main structural elements of the business environ-
ment are suppliers of resources (materials, capital, la-
bor), consumers, competitors, intermediaries. That is the
main goals and objectives of business organization fo-
cus on this component of environment — customer satis-
faction.

In his research devoted to strategic aspects of busi-
ness management O.S. Vihanskii notes that the success
of the enterprise management should not be only deter-
mined by the ability to adapt to change in a rapidly
changing business environment by adapting their inter-
nal structure and market behavior. Enterprises should
actively create the external conditions of the activity,
constantly detect threats in the environment and and the
formation of active external conditions of its activities,
permanent detection of threats and potential in the envi-
ronment [1].

Nowadays main features of the environment,
Ukrainian trade companies are [9]: multi-vector orienta-
tion and a high rates of economic change, variability and
dynamism, a significant degree of risk and uncertainty.
That is, in practice, the integration of business entities
are often forced reaction to changing external condi-
tions, reduction of free market competition and increas-
ing monopolization of markets. Therefore, under these
conditions economic entities need time to detect
changes in the environment, identify trends, develop and
implement a system of measures to eliminate or reduce
the negative effects

Environmental Influences on an integrated trading
company, requires prior definition features of this inter-
action. We distinguish the following features:

1. Conditional distribution of the internal and ex-
ternal environment. A lot of factors that are external to
the individual entity, in conditions of integration is sim-
ultaneously internal. Therefore it is difficult to draw a
distinction between internal and external environment
[8].

2. The interdependence of agents internal and ex-
ternal environment. According to O. A. Tretiak, inte-
grated trading environment structures in contrast to con-
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ventional commercial enterprises are not represented by
a set of relatively autonomous entities that economically
separated from each other. It is represented by a set of
interdependent objects that structuring the product mar-
kets based on the optimization of supply chains flow of
goods to the end user [11, c. 85].

3. Active behavior of the environment with respect
to the commercial enterprises.

So, given the above, it is expedient to use multi-
agent systems to study the mechanisms of this type of
business and to create the models of their operation and
development. This requires the research of relationships
between sets of agents.

A multi-agent system (MAS) is a system composed
of multiple interacting intelligent agents. Agents have
specific roles and interact with each other to solve prob-
lems beyond the capabilities of individual agents or his
knowledge [12, c. 12].

It is based on the transition from passive entities
that are described as a class of objects to active entities.
Active entities described as agents or patterns of a per-
son with the following characteristics [6]:

1) autonomous: agent takes actions without inter-
ference of a human and has control over taken actions;

2) social ability: agents communicate (between
themselves and/or with people);

3) reactivity: agents have some perception of envi-
ronment that they are part of and may react to changes
in the environment;

e . I
( Environment

4) activity: agents may take actions to change their
environment in order to achieve their goals.

The integrated structure of multi-agent simulation
can be represented by a coalition (groups of cooperative
agents, working together on a given task, short-lived and
goal-directed, being a flat structure). Initially agents are
independent and do not cooperate.

The advantages of the coalition formation is [Coa-
lition formation in multi-agent systems—an evolution-
ary approach]

1. Any-time solution with worst case guarantee.

2. Distributed algorithm.

The basis of the coalition is a joint dominant orien-
tation of purposes agents.

Coalition integrated structure can be determined by
two types of agents — agent coordinator (coordination
center of integrated trading companies) and agent-enter-
prise (participants of integration).

Agent enters the coalition, and thus takes part in the
integration because of the need to achieve its goals of
dominating (goals active object with the highest priority
at this time [5]), and to find in this direction (agents with
similar parameters of goals). Merging into one coalition
resources and agents become common.

For each agent of multi-agent system of integrated
commercial enterprise let us describe the overall struc-
ture as follows: the name, the set of properties, input-
output (Fig. 1).

)\

f/ Input-output )
nput-outpu

A
v -
Name %/ The functional part )

Property 1
Property 2
Property n

Fig. 1. The agent structure [10]

This allows on one side segregate them from each
other and on the other to determine the types of relation-
ships between objects of the environment. This set of
environmental agents integrated structure represented
by the set of agents-suppliers, agents-customers, agents-
competitors, agents-government agencies and local gov-
ernments, and agents-subjects of market infrastructure.

The structure of market infrastructure Mitsenko
NG provides classified [7, p. 21],

The structure of market infrastructure Mitsenko
NG offer to classified as follows [7, p. 21]: wholesale
and food markets, agro-industrial, commodity and com-

modity exchanges, auctions, trading houses, agents, in-
ternational trade broker, logistics and transport compa-
nies, financial institutions and insurance companies, ed-
ucational institutions, research centers, advisory and
consultative structures.

In terms of interaction in multi-agent systems, the
relationship between actors of the external environment
and integrated trading company can be represented by
its architecture. The architecture is an abstract descrip-
tion of a system. It controls and coordinates the interac-
tion between agents system structures their activities to
achieve the desired behavior. The architecture of multi-
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agent systems is seen as "a set of actors which are lo-
cated in appropriate relations with each other and taking
part in regular institutional forms of interaction with
other actors" [13]. That’s why the architecture of multi-
agent system is given by a set of agents, behavior and
functions defined by means of fuzzy rules.

Given the highlighted features of the environment
of the integrated commercial enterprise it is appropriate
to introduce a definition of potential coalition. The need
for this definition caused by the fact that competitors,
customers and suppliers can join the integrated structure
resemblance wen they have when the same basic param-
eters of the dominant goals. that agents of the environ-
ment become agents in the internal environment. So
agents of external environment become the agents of the

internal environment. So potential coalition will be
called the set of external environment agents in which
the parameters of the dominant goals most close to the
parameters of the dominant coalition goals.

Thus, there is a model of multi-agent architecture
structure (Fig. 2). For selected agents of external and in-
ternal environment it is characterized by the following
types of relations R:

7 — management processes;

r, — process of information transmission;
r, — the process of finding potential suppliers of

goods and services;
r, — processes of providing goods and/or services;

rs — Integration Processes.

V&%/%

Coalition (internal

environment) <

— < -

4_

Agent coordinator

S -
.

r 2 r I
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External environment (business environment)

% agencies and local
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\ Agent subjects of market
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Fig. 2. Architecture of multi-agent systems of integrated commercial structure

The set of management processes occurs between
such types of agents:

1) unilateral relation "Agent coordinator" -—
"Agent-enterprise", which describes the process of co-
ordination and control over the activities of entities, sets
rules of conduct for actors and functions of interaction
with other actors in the environment;

2) unilateral relation "Agents-government agencies
and local governments" — "Coalition", "Agents-govern-
ment agencies and local governments" — "Agent com-
petitor”, "Agents-government agencies and local gov-
ernments" — "Agents-suppliers", which defines the legal
and regulatory framework of retail.

In the scientific literature, the main objectives for
the regulation of commercial establishments are [2, c.
223]: development, adoption, control of normative legal
acts, that providing the legal basis; protection of inter-
ests and trade enterprises development; realization of
state policy on development of wholesale and retail
trade enterprises as well as trade and production sector
through the use of market mechanisms of management;
determination of the appropriate price level and the
amount of trade margins; regulation of terms and condi-
tions of storage and sale; marking and exchange of
goods; regulations of the sale of certain products; con-
trol over compliance with health standards trading.

(0]
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The set of process of information transmission oc-
cur between these types of agents:

1) bilateral relation "Coalition" — "Agent con-
sumer". The existence of this type of relation stems from
the fact that the trading company supplying products to
the consumer market, providing consumers with neces-
sary information about the characteristics of the goods,
their warranty terms, conditions of sale, reliability and
so on. From the consumer receives feedback infor-
mation about the competing products, needs and capa-
bilities of customers, volumes and sales rates.

2) bilateral relation "Agent enterprise” — "Agent
coordinator" associated with the need to exchange infor-
mation about sales volumes and needs of stores that are
part of an integrated structure. At the same time coordi-
nating center sends to each enterprise analytical infor-
mation.

3) bilateral relation "Coalition" — "Agents-govern-
ment agencies and local governments". The information
base that results from information integrated connection
between trade structure and government are: official
publication of government agencies and local govern-
ment, statistical reporting.

5) bilateral relation "Coalition" — "Agent subjects
of market infrastructure".

The result of information interaction of these ob-
jects is scientific research in the field of trade, reviews
of market conditions, analytical reviews published in
specialized economic journals and periodicals, presen-
tations, symposiums, conferences, promotional materi-
als, scientific publications, marketing reports, results of
sample surveys and observations that contain infor-
mation about the status and dynamics of the basic pa-
rameters of environmental factors of market infrastruc-
ture.

Process of searching for potential suppliers of
goods and services relate to the request to provide the
product or service and are determined by the presence
of unilateral relations between following groups of
agents as: "Coalition" — "Agents-suppliers", "Agent
consumer” — "Coalition", "Agent consumer" — "Agent
subjects of market infrastructure", "Agent competitor" —
"Agents-suppliers", "Coalition" — "Agent subjects of
market infrastructure”, "Agent consumer" — "Agent
competitor".

The result of a request for services or purchasing
products is the resultant unilateral request r, , inverse

to the relation r; .

Integration processes combine those actors which
are identified in the potential coalition can be attached
to the integrated structure.

Thus, the proposed model of multi-agent system
architecture of integrated commercial structure allows
you to identify interrelationships between all actors in
the environment, and further define the structure of each
type of agents will promote the construction of ontolog-

ical models of integration processes of commercial en-
terprise, identifying the mechanisms of their develop-
ment and functioning.
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HIIIHBOI0 cepeJoBHUIIA iHTerPOBaHOI TOProBeJIbHOI
CTPYKTYPH 3a JI0MOMOT0I0) areHTHO-OPi€HTOBAHOTO
miaxomxy

VY naniii poOOTi 3ampONOHOBAHO BUKOPHUCTAHHS
areHTHO-OPIEHTOBAHOTO MiIXOMY IO JOCIPKECHHS 30B-
HIIIHBOTO CEPEAOBHIIA IHTEPOBAHOI TOPTOBEIBHOT
CTPYKTYPH SIK BITKPUTOT TUHAMIYHOI COIIaTbHO-EKOHO-
MIYHOI CHCTEMH, II0 B3a€MOJIE 13 3HAYHOIO KIIBKICTIO
Cy0’€KTiB TOCIIONAPIOBAHHS, 3MIMCHIOE OOMIH 3HAY-
HUMU MacuBaMU iHpopmaiii. Y cTaTTi BUIIJICHO TPYITH
areHTiB y CKJIaJli 30BHIMIHLOI'O CEPEIOBHINA IHTETPOBa-
HOT'O TOPTOBEIHHOTO i IIIPUEMCTBA, BCTAHOBICHO BUIN
3aB’S3KiB MK HUMH. 3alpOIIOHOBAHO BUKOPHUCTAHHS
MOHSATTS «IOTEHIIHHA KOs JUII XapaKTePUCTUKN
THUX areHTiB, fKi 3a 3MIHM YMOB MOXYTb NpPHHAMAaTH
y4acTh y iHTETpallifHIX Tporecax.

Kniouosi cnosa: iaTerpaiis, iHTerpoBaHa CTPYK-
Typa, TOPrOBENBHE MiANPUEMCTBO, arcHTH, MYIIbTH-
arcHTHA CUCTEMA.

Poroza H. E., Bepraa K. 0. UccaenoBanue
BHEIIHell cpeabl HWHTETPHMPOBAHHON TOProBoil
CTPYKTYPbI € NOMOIIBIO ATCHTHO-OPHEHTHPOBAH-
HOT'0 MOAX0/A

B nmanHoii paboTe NpeanoxKeHO HCHOIb30BAHUE
areHTHO-OPMEHTUPOBAHHOI'O [101X0/]a K UCCIIEI0BaHUIO

BHEIIHEH Cpelbl MHTETPUPOBAHHON TOPrOBOM CTPYK-
TYpBI KaK OTKPBITOW AMHAMUYECKOH COLIMaIbHO-3KOHO-
MHYECKOH CUCTEMBI, KOTOpast B3aUMOJICHCTBYET ¢ 60JIb-
IIMM KOJIMYECTBOM CYOBEKTOB XO3AHCTBEHHOH Je-
SITEJIBHOCTH, OCYIIECTBJISIET OOMEH 3HAaYMTEeNbHBIMU
MaccuBaMu HHpOpMaIy. B cratbe BBIAETICHBI TPYIIIBI
areHTOB B COCTAaBE BHEIIHEN CpeAbl MHTETPUPOBAHHOTO
TOProOBOr0O MPEANPUATHS, YCTAHOBJIEHBI BUIBI CBS3EU
Mexny HUMHM. [IpennoxkeHo HCIOJIb30BAHHUE IMOHATHUS
«MOTEHLUAJIbHAS KOATULMSD ISl XapaKTEPUCTUKU TEX
areHTOB, KOTOPHIE ITPU U3MEHEHNH YCIIOBHI MOTYT NpHU-
HUMAaTbh y4acTHE B MHTETPALMOHHBIX IIpolieccax.

Kniouegvie cnosa: naTerpanys, UHTErpupoBaHHAs
CTPYKTypa, TOPrOBO€ NPEANPUITHE, areHThl, MYJIbTHA-
TEHTHAasi CUCTEMA.

Rogoza M., Vergal K. Investigation of the Inte-
grated Trade Structure Environment Using Agent-
oriented Approach

In this paper, proposed the use of agent-based ap-
proach to the investigation of the integrated trade struc-
ture as an open dynamic socio-economic system that in-
teracts with a large number of entities and business ac-
tivities, exchanges substantial amounts of information.
The article highlights the group of agents as a part of an
environment of integrated commercial enterprise, estab-
lished types of relationships between them. It is pro-
posed to use the term "coalition potential" to describe
the agents that may take part in integration processes.

Keywords: integration, integrated structure, trad-
ers, agents, multi-agent system.
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ANALYSIS OF MATHEMATICAL METHODS AND MODELS WHICH ARE USED FOR
THE PROCESS OF MANAGEMENT OF COMMODITY STOCKS IN RETAIL TRADE

Statement of the problem. The urgency is deter-
mined by the necessity of the increase of the efficiency
of management of commodity stocks and also the in-
crease of competitiveness — the most important condi-
tion of scientific and technical reformation of the eco-
nomic states in the world. Market system of economic
relations generates new queries and promotes the inter-
est to potential possibilities of scientific researches in
the field of wholesale and retail trade. It is one of the
spheres with which masses of population contact every
day.

The urgency of this research consists in the expan-
sion of application of mathematical and instrumental
methods and models of the economy through their mod-
ification and distribution on a wider range of real eco-
nomic situations with the aim of overcoming the exist-
ent limitations on a number of parameters.

Analysis of basic researches and publications.
The problems in relation to forming of commodity were
worked out by Z.V. Alfereva, E. M. Anisimova, B. A.
Balash, O. S. Balash, O. E. Bashina, U. A. Belyayev, D.
Bukan, V. O. Dick, V. O. Dybska, M.E. Zal-manova, S.
M. Kolesnikov, V.L.Lenshin, M. R. Linders, A.L.. Mar-
golin, E. A. Mikhailov, U. M. Nerush, V. O. Niko-
laichuk, A. R. Radionov, Y.A. Rechkalov, R.V.
Savinov, A.A. Spirin, L.A. Fedorov, R.P. Fomin, Zh. P.
Shilova. Their works serve as the foundation for further
researches in the area of perfection and modification of
mathematical and instrumental methods and economic
models.

Unsolved constituents of a general issue. How-
ever the question of management of commodity stocks
remained investigational not enough, as the existent
methods allow not estimating it comprehensively.

Formulation of the aim of the article. The aim of
the article consists in consideration and analysis of the
existent mathematical methods and models which are
used for the process of the management of commodity
stocks in a retail business.

Stating of basic material of the research. Com-
modity stocks (CS) are products which are in the sphere
of distribution chain (in the warehouses of productive
enterprises, trade and sale organizations and retail trade
network and in transit) and are intended for realization.

CS is the necessary condition of continuity of the
productive process. CS appears at all stages of the
motion of commodities in the warehouses of productive
enterprises, in transit, in the warehouses of wholesale
and retail trade organizations and enterprises.

For managing commodity stocks the following
methods are used:

1. Periodic method (the regulating system with the
fixed periodicity of order). One of the most popular
methods [1].

The essence of this method consists already in its
name — it is the system with the fixed periodicity of or-
der or the system of checking of supplies with periodic
verification. Graphic interpretation of this method is
presented on figure 1:
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V2 Vs Ve Vs
31
a
=
&
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>
>
f————t L e —" Bpems, t

t
Fig. 1. The change of the level of stock
at the periodic method of regulation

Field of application of this system:

1) not very valuable objects;

2) low expenses on storage;

3) insignificant expenses even if stocks are fin-
ished;

4) relatively permanent level of inquiry;

5) small expenses on materials and their propor-
tional expense;

6) not high transport-purveying expenses.

Simplicity (regulating only one time during the
whole interval - it is not needed to conduct regular ac-
count of supplies) is the advantage of this method.

The defects of this method are the danger of ex-
hausting of stocks at their intensive unforeseen con-
sumption. The second defect is the necessity to do an
order even on the negligible quantity of materials (it re-
sults in additional expenses).

2. Relaxation method (the system of regulating
stocks with the fixed quantity of order). It is also one of
the most popular methods [1].

The essence of the relaxation method consists in
permanent (daily) control after the level of supply and
its short-term prognostication. The system of regulating
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of stocks with the fixed quantity of order also has a num-
ber of different modifications. Graphic interpretation of
this method is presented on figure 2:

VA
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R

»
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—

4 t ty ty

Fig. 2. The change of the level of stock
at the relaxation method of regulating

Fields of application :

1) high cost of materials;

2) high expenses of storage;

3) high level of the losses in case of deficit;

The advantage of this system is that the materials
come with identical batches which decreases the ex-
penses from delivery and the content of supply.

The defects consist in the fact that it is necessary to
take systematic continuous control of stocks which in-
creases expenses related to its regulation.

3. The two-level system of regulating of stocks (the
system of maximum-minimum) [3]. It is characterized
by the fact that the possible level of stocks is regulated
both from upper and from lower: except a maximal (up-
per) level to which the supply of stock is fulfilled, the
lower level is set — the point of order. If the quantity of
stock is decreased to this lower level (critical level) be-
fore the completion of the set period of order, then out
of turn order is done. Graphic interpretation of this

method is presented on figure 3.
VA
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Fig. 3. The change of the level of stock
at the two-level system

Field of application :

1) in situations, where it is necessary to take into
account the delay of delivery;

2) oriented to the situation, when expenses on the
warehouse and stocks are compared, id est they are con-
siderably lower than possible expenses in case of stop-
ping of the production.

The advantages are the exception of the possibility
of shortage of the materials defects to the term of the
next delivery; however in this system filling of stocks
can be conducted regardless of actual expense of stocks.
The second advantage of this method is providing of the
support of the system in the non-deficit state.

The main defect is the necessity of conducting the
permanent watching of the level of stocks.

Let’s consider the existent models which are used
for management of commodity stocks:

If the investigated quantity in the model can be pre-
sented as an analytical formula or a system of formulas,
then the determined models are used. The determined
models are classified on static and dynamic.

One of the elementary models, from the point of
view of mathematics, are static models. It is foreseen
that at formulation of static economical-mathematical
model, all dependences are set to one moment of time,
and the designing system is unchanged in time [5].

Therefore for the economical-mathematical mod-
eling there is a typical situation, when static models are
developed at first and then they become complicated by
introduction of the factor of time, id est are transformed
into dynamic.

Static characteristics can be presented:

e by the mathematical model of the type of
Y =F (X);

e by the graphic model.

The examples of static model for management of
commodity stocks are one food static model. One food
static model assumes a deficit and also a number of
products with limits of the capacity of storage facilities
[5].

Dynamic models (models of dynamics) are the pro-
cess of changes of the states of real or designed system.
They show the differences between the states, the se-
quence of changes of the states and the development of
events in the course of time.

Mathematical description of dynamic models is
conducted as a rule:

e Dby the systems of differential equations (where
time comes forward as a continuous variable);

e by difference equations (where time is a dis-
crete quantity);

e by the systems of ordinary algebraic equations.

The examples of a dynamic model for management
of commodity stocks are a model for the absence of ex-
penses on the processing order and a model with ex-
penses on the processing order.

The above mentioned models are applied in the
condition of definiteness, but the necessary information
is not always described by an analytical formula or sys-
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tem of formulas. If there is no one a probabilistic model
is used.

A probabilistic model (stochastic model) is such an
economical-mathematical model where parameters,
conditions of functioning and characteristic of the state
are presented by casual quantities and are connected by
stochastic (id est casual, irregular) dependences or ini-
tial information is also presented by casual quantities
[6].

While working out a stochastic model, methods of
cross-correlation and regressive analyses and other sta-
tistical methods are used [4].

The examples of stochastic models on managing
trade stocks is a model with fixed volume of order and

a conception of the level of service, a model with fixed
periodicity and a conception of the level of service [7].

Conclusions of this research and prospects of
the further research in this direction. Analysis of the
existent mathematical methods and models has been
done. The table of descriptions of methods which are
used for management of commodity stocks has been
made up. Advantages and defects have been considered,
certain field of application has been defined.

The model of management of stocks is classified
by the character of the demand which can be determined
or probabilistic. The types of models of management of
stocks depend on the character of the demand as shown
on figure 4:

| Demand |

\ 4
| determined |

I
A 4 A 4

| probab:listic |

I
A 4 A 4

| static | | dynamic

| | stationary

| | non-stationary

[
»

Increase of the mathematical complexity of models

Fig. 4. Types of models of management of stocks depending on the character of the demand

The determined demand depending on the factor of
time is divided into static (does not depend on time) and
dynamic. Probabilistic demand can be stationary, id est
the consistence of probability of the demand does not
change in time and is non-stationary when the function
of consistence of the distribution of the probability of
the demand changes in the course of time.
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IBuenkoBa O. 0., JIax A. O. AHaji3 Marema-
TUYHUX MeTOIB i Mojieeil, ski BHKOPUCTOBYIOThCSI
B mpomeci ynpaBJjiHHA TOBAPHUMM 3amacamMu B
po3apioHiii Toprisai

V crarri po3riISHYTO IOHSATTS TOBAPHMX 3allacis,
POIb y MIAMPUEMHHAIILKOT TISIIBHOCTI. ABTOPH 3p00HiIn
MOPIBHSUIBHUM aHali3 ICHYIOUHMX MaTEMaTHYHHX METO-
miB 3 HacTynHUM (GopmyBaHHsaM TaOmuui. CxiazeHa
cxeMa knacubikallii MaTeMaTHYHUX MOJENIEH 3 yIpaB-
JIIHHS TOBAapHHUX 3aI1aciB.

Kniwouosei cnosa.: ToBapHi 3amacy, yIpasiIiHHSI TOBa-
PHUMH 3amacaMu, piBHI HbOMY 3allacy, NEepioUYHHMA

METO/I, peNlaKkcalliiHuiA METO/, IBOPIBHEBA CUCTEMA Pe-
T'YJIFOBAHHS 3aI1aciB.

HBuenkoBa E. 10., JIax A. A. AHaau3 MaTeMa-
THYECKHUX METOI0B U MoJeJiel, KOTOpble NPUMeHs-
I0TCH VISl Ipollecca yNpaBJieHUsl TOBAPHbIMU 3ama-
CaMH B PO3HUYHOI TOProBJje

B craThe paccMOTpeHBI OHATHE TOBApPHBIX 3ara-
COB, POJIb B MIPEANPUHUMATENLCKON JAeSITENILHOCTH. AB-
TOPBI CAETIANIN CPABHUTENbHBIN aHAIN3 CYILIECTBYIOIIUX
MaTeMaTHYECKUX METOOB C TOCIEAYIONIM (GopMHUpo-
BaHueM TaOumIpl. CocTaBieHa cxeMa KiacCH(UKaIuU
MaTeMaTHYEeCKUX MOJENEeN MO YIPaBICHUIO TOBAapHBIX
3aIacoB.

Krouesvle cnosa: ToBapHbIE 3amachl, yIpaBiIeHHE
TOBapHbIMM 3allacaMy, YPOBHEM 3amaca, MepHoanye-
CKHUI METOJI, pelaKCallMOHHBIM METO, ABYXYpPOBHEBAs
CUCTEMA PETYJIMPOBAHUS 3aI1acoB.

Ivchenkova H. Y., Lyakh A. O. Analysis of
Mathematical Methods and Models which are Used
for the Process of Management of Commodity Stocks
in Retail Trade

The article discusses the concept of inventory, role
in a company's activities. The authors made a
comparative analysis of existing mate-automatic
methods, followed by the formation of the table. The
scheme of classification of mathematical models for the
management of inventory.

Keywords: inventories, inventory management,
level of inventory, a periodic method, relaxation
method, two-level system of regulation of stocks.
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STUDY OF FORMATION AND CONTENT OF THE TERM ‘LOGISTICS ACTIVITIES’:
THEORETICAL ASPECTS

Introduction. A logistics activity is one of the
most important components of the business enterprise
operation; it includes direct logistics functions and lo-
gistics processes, as well as logistics operations.

The regulatory and legal framework lacks an ap-
propriate definition of logistics as an activity at the na-
tional level, which leads to its improper reflection in sta-
tistical accounting forms. This does not allow assessing
the efficiency of logistics operations or their impacts on
the national economy. Logistics costs and their amount
are not recorded in the existing forms of accounting. In
the National Classification of Economic Activities
DK009:2005, logistics activities are "scattered" and pre-
sented as separate functions and operations in different
sections, subsections and groups of economic activities.
The existing form of the Classifier does not provide en-
tering logistics activities as an item of an account, given
its intersectoral and synthetic nature [1, p.152; 13,
p-290].

Analysis of recent research and publications
based on the problem under consideration. Distin-
guishing the types and identifying the contents of vari-
ous logistics activities were done by V.G. Alkema, N.V.
Kovalchuk, N.Y. Konischeva, V.L. Pylyushenko, A.V.
Tkachova, G.R. Rudenko, O.M. Sumets.

Thus, object of the paper is an investigation of the
theoretical aspects of forming the term ‘logistics activi-
ties” and developing its content.

Research methodology. Our research is based on
a system approach using general scientific methods:

generalization, analysis and synthesis. We used ab-
stract-logical method for making conclusions.

Problem description. A careful study of the ‘lo-
gistics activities’ definition was done by famous scien-
tists V.G. Alkema and O.M. Sumets who formulated the
‘business card’ of logistics activities, which contains the
definition, goals, objectives, direction, subjects and ob-
jects, effectiveness criteria, and types of logistics activ-
ities [1; 13].

Effective organization of logistics activities in the
enterprise will facilitate its rhythmic work and optimize
the business activities, providing a sustainable competi-
tive advantage for the company; this will allow timely
execution of contracts as well as prompt and flexible re-
spond to any changes in demand.

We agree with V.G. Alkema who says about the
lack of a unified approach to the definition of the term
"logistics activities"; this is proved by various alterna-
tive definitions, such as logistic function, company lo-
gistics, types of logistics activities, logistics process and
so on. Scholars have different views on types of logistics
activities; there is no common understanding of the ob-
jects of logistics or the classification of its subjects and
constituents, etc [1, p.152].

Table 1 shows the most common definitions of lo-
gistics activities that occur in scientific publications and
periodicals. By ‘definition” we mean a form of reflection
of the universe using language means for generalization
of objects and phenomena in the form of simplest ab-
stractions by which facts can be systematized and sum-
marized [1, p.148].

Table 1
Approaches to the definition of logistics activities
Definition Author
1 2

Activities for a systematic improvement of flow processes at the enterprise in order to reduce
costs and improve customer service. The main activities in focus are supply, production, mar-
keting, storage, transport and inventory management; the essence of logistics activities varies
with the stage: either it is procurement, production, or sales

[10, p.70-72]

information, financial and service flow management through consistent and coordinated logis-
tics operations based on the consistent, comprehensive, and integrated performance of all parts
of the "supply - production - sales" logistics chain. The goal is to achieve a long-term success in
business by maximizing the customer satisfaction, minimizing costs, meeting the interests of all

A separate economic activity that requires a sustainable process of logistics activity in the en- | [6, p.122]
terprise as a single industrial complex; this will minimize costs and losses due to an optimization

of a logistics "chain" in the enterprise and reduce the impact of external risks

A direction of economic activity that involves the material flow management supported by the | [15]
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Ending of Table 1

1

2

parties to the goods turnover under the conditions of risks, volatility and uncertainty of the ex-
ternal environment. Logistics operations as integrated flow control in an industrial enterprise
cover all of its units and functional areas - procurement, production, marketing, sales, finance,
and infrastructure. The functional areas in focus are procurement, production, sales, warehous-
ing, transportation, inventory management. The object of the company’s logistics activity is a
set of material, financial, information and service flows

The process of planning and implementation of raw material flows and stocks, work in progress,
finished goods and related information flow from the place of manufacture to the place of con-
sumption in order to meet the customer’s product requirements

[16, p.29]

A business function, responsible for the coordination of physical distribution and management
of materials to save costs and improve the service level

[11,p.29]

A sphere of competence that combines the company with its customers and suppliers through
the inventory and information flows; to maximize the strategic advantages, all the functional
units are to be integrated

[2.p.51]

Activities performed in the process of moving products from the point of manufacture to the
point of consumption

[12, p.18]

A set of spheres of the organization’s activity, from procurement of raw materials to delivery
of finished products to consumers

[7, p-23]

A set of processes of physical movement of material values (raw materials, semi-finished and
finished products) within the enterprise and between enterprises and promotion of information
flows that reflect the material processes and are used to manage these processes

[8, p.18]

A type of economic activity associated with the planning, organization, management and control
of material and accompanying flows in the process of moving them from the place of manufac-
ture to the point of consumption through consistent and time- and place coordinated performance
of logistics activities

[13, p.292]

A set of integrated phase and functional logistics processes and operations aimed at transforming
material and related flows in order to achieve a long-term success by maximizing the customer
satisfaction, minimizing costs, coordination of interests of all the parties to the goods turnover
in terms of effective protection against the threats of a changing and unstable environment

[1, p.152]

Source: systematized by the author.

O.M. Sumets, exploring the definition of "logistics
activities", insists on highlighting the goals, objectives,
target, subjects and objects, effectiveness criteria, and
types of logistics activities [ 13, p.290]; V.G. Alkema ac-
complishes the decomposition of the logistics activity
elements, adding the following components of logistics
activities to the above constituents of the 'business card":
research methods, managerial and supply aspects and
organizing principles [1, p.152].

Solving problems. The author’s opinion on struc-
tural and logical analysis of the mutual subordination
and interrelationship of the terms that synthesize the
concept of "logistics activities" coincides with the find-
ings by O.M. Sumets who says that the category of "ac-
tivity" is the base for the development of a universal
philosophical methodology [13, p.291]. Activities,
when examined in a social system are differentiated by
objective criteria into the following types: physical, so-
cial, and spiritual activity [3, p. 243].

Material activity implemented in the procedures of
interaction between man and nature in the context of
production is translated into economic activity; there-
fore, the category of "economic activity" is subordinate

to the category of "activity". In turn, production activity
is also divided into types - production activity, market-
ing activity, logistics activity etc. Each of these activi-
ties is performed in the company through a specific
function and each function is performed through a par-
ticular process or a set of processes. And, accordingly,
each process is implemented through a set of operations
[13, p.291].

Approaches to defining the logistics activities can
be analyzed using the definitions shown in Table 1.

Firstly, in formulating goals we singled out several
areas:

a) reducing costs [1, p.152; 6, p.115-116; 10, p.70-
72; 11, p.29; 16];

b) improving the quality of customer service [1,
p-152; 10, p.70-72; 11, p.29; 15; 16, p.29;];

¢) reducing the impact of external risks [1, p.152;
6, p.115-116; 15];

d) strategic long-term benefits [1, p.152; 2, p.51].

Secondly, the objectives of logistics depend on the
goal and the current situation (Table 2).
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Approaches to the content of logistics objectives

Table 2

Description

Author

1) objectives of exogenous nature:

Providing maximum adaptability of the enterprise to the changing market conditions;
increasing their own market share;

creating the conditions for obtaining competitive advantages and

a long-term business success;

2) objectives of endogenous nature:

reducing the costs of logistics activities in order to increase the profits;

improving logistics management in the enterprise;

creation of appropriate logistical capacity of the enterprise;

forming an integrated utility of the products or logistics services for the consumers;
improving the efficiency of the enterprise logistics system

[13, p.293]

1) formation of the optimal production program for the production and distribution system of the
industrial enterprise, which follows the structure of consumer demand;

2) development of an algorithm of the program change with fluctuations in consumer demand in
case of resource constraints;

3) optimization of inventory at each level of the logistics system of the company;

4) optimization of movement of the material and information flows of the logistics system;

5) optimization of total costs in the movement of material and information flows of the logistics
system

[9, p.67]

1) long-term tasks concerning the process of storage and transportation; warehousing and trans-
portation facilities; structure and processes of planning decisions; ensuring the production po-
tential; support for innovative technologies;

2) medium- and short-term objectives concerning the use of transport facilities; production man-
agement; management of the material and technical resource movement; staff and technical de-
vice management; information exchange; innovation resources;

3) coordination of processes and scopes of activities (organizing): specialization of production;
coordination of the production programs; determination of the logistic strategy; choice of tech-
nology; determination of the distribution of products; identifying the needs in production; spec-
ifying the machine loads; determining the volume of production; specifying the use of the pro-
cess time; implementation of planned innovations.

4) control of the following: quality of the products; introduction of innovative technologies; staff
efficiency; procurement; use of vehicles; inventory

organization and management of procurement;

organization of warehousing and cargo management within the "storage space";
inventory management;

organization and management of transport process;

organization and management of the production process;

organization and management of material flows distribution;

organization and management of sales;

organization and management of information flows ;

organization and management of logistics operations

Thirdly, the objects of logistics activities are the
components of logistics activities (phase, flow and func-
tional processes and operations), which are character-
ized by a change in size, form of existence, location;
they are the target for management functions as to en-
sure the desired efficiency of performance. The follow-
ing objects of logistics activities are usually distin-
guished:

Material values (physical distribution) [2, p.29; 7,
p-23; 8, p.18; 11, p.29; 12, p.18];

Flow processes [6 p.115-116; 10 p.70-72];

Material flows and accompanying information, fi-
nancial and service flows [1, p.152; 8, p.18; 13 p.292;
15; 16, p.29].

Fourth, the subjects of logistics activities are phys-
ical and legal entities who are engaged in logistics ac-
tivities and directly affect the objects in order to reach
the goals by performing the specified tasks; they are log-
isticians, logistics operators, intermediaries, logistics
centers, contractor companies.

Fifth, concerning the components of logistics ac-
tivities, V.G. Alkema suggests distinguishing the fol-
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lowing classification groups of logistics activity compo-
nents: phase scope, form of organization, levels, types,
subtypes, processes, operations [1, p.154].

A careful review of the suggested approaches to the
distinguishing the components of logistics activities has
allowed us to identify the following groups:

1) by the phases of production and commercial cy-
cle: procurement, production logistics activities, sales
activities (distribution), processing and recycling activ-
ities [1, p.153]; management of information and finan-
cial flows [14, p.161];

2) by the form of organization: logistics systems,
logistics networks, logistics clusters [15];

3) by levels: micro logistics activities, meso logis-
tics activities, macro logistics activities [14, p.162],
meta logistics activities;

4) by types: external and internal logistics activi-
ties, physical procurement, physical transformation,
physical distribution [13, p.294];

5) by functions: planning (forecasting), organiza-
tion, motivation (incentives), control (accounting, anal-
ysis, coordination, monitoring), regulation (coordina-
tion);

6) by processes and operations: processing and ful-
filment of orders, transport activities, warehousing,
packaging, stockpiling, logistics services [1, p.153];
purchasing, materials handling, monitoring the move-
ment of products, completion [14, p.162].

Fig. 1 shows the author's vision of the system de-
composition of logistics activities. This scientific
method allows us to consider the system being studied
(logistics activities) as a complex consisting of individ-
ual interconnected subsystems which, in turn, are di-
vided into parts.

Based on the above study, we will consider logis-
tics activities a type of economic activity that influences
the components of logistics activities (phase, flow, func-
tional processes, and operations) by means of manage-
rial functions; it is aimed at changing the size, form of
existence, location in order to provide close to the de-
sired processes and (or) performance criteria values of
this activity.

Conclusions. We made several conclusions based
on the study:

1) First, when formulating the objective of logistics
activities, the authors distinguish the following direc-
tions: cost reduction; improving the quality of customer
service; reducing the impact of external risks; obtaining
strategic long-term benefits. Second, the objective of lo-
gistics activities directly depends on the goal and the
current situation. Third, the objects of logistics activities
are the components of logistics activities (phase, flow,
functional processes, and operations). Fourth, the sub-
jects of logistics activities are physical and legal entities
engaged in logistics activities and directly affecting the
objects in order to reach the goals by performing some

specified tasks: logisticians, logistic operators, interme-
diaries, logistics centers, contractor companies. Fifth,
phase spheres, forms of organization, levels, types, sub-
types, processes, and operations are distinguished as the
components of logistics activities.

2) logistics activities are a type of economic activ-
ity that influences the components of logistics activities
(phase, flow, functional processes, operations) using
management functions, aiming at changing the size,
form of existence, location in order to provide close to
the desired processes and (or) values of the logistics per-
formance criteria.
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IBanoBa M. 1. JlocainskenHst ocodauBocreii ¢o-
PMYBaHHsI /i HAIIOBHEHHSI TepPMiHy «IOTicTHYHA Ji-
STLHICTB»: TEOPETHYHHIA ACTIEKT

JlocmiKkeHHsT TEOpPETUYHHX acCleKTiB  (dopmy-
BaHHsI i HATTOBHEHHS TEPMIHY «JIOTiCTUYHA JisUIBHICTHY
JIO3BOJIMIIO  3’SICYBaTH MeETy, 3aBIaHHA, OO0 €KTH,
cy0’€KTH Ta CKJIAJIOB1 JIOTICTUYHOT iSUTBHOCTI. Y CTATTI
HaBeJIeHA CHCTEMHA JAEKOMIIO3MI[S JTOTICTUYHOL Jisib-
HOCTI MPOMHUCIIOBOTO MiMPUEMCTBA Ta aBTOPChKE BH-
3HAYCHHSI TEPMiHY JIOTICTUYHA JiSUTbHICTb.

Knrouoei cnosa: norictuuHa MisNIBHICTE, META JIO-
rICTUYHOI MISJIBLHOCTI, 3aBJaHHs JIONICTUYHOT JisIbHO-
CTi, 00’ €KT JIOTICTUYHOT AISUTLHOCTI, Cy0’€KT JIOTICTHY-
HOI JISTIBHOCTI, CKJIaI0B1 JJOTICTHYHOI JISJIBHOCTI.

HBanosa M. U. HcciaenoBanue oco0eHHOCTElH
(opMHUpOBaHUS U HATIOJIHEHUS TEPMHUHA «JIOTUCTH-
gecKada A1eATCJIbHOCTb»: Teopeanecmn”i aCIIeKT

HccnenoBanue TCOPCTUUCCKUX ACIICKTOB (I)OpMI/I-
POBaHUA U HANOJHCHUA TCPMHUHA <«JIOTHUCTHYECKaAA OC-
ATCJIBHOCTB» IMO3BOJIMJIIO YTOYHUTL 1ECJIM, 3aaadvu,
OGT)GKTI)I, Cy6’BeKTI)I U COCTaBJISIIOIIME JTOTUCTUYECKOM
JiesiTeIbHOCTH. B cTaTbe IMpUBCACHA CUCTEMHAA JCKOM-
TIO3UIHA JIOTUCTHYECKOM ACATCIIBHOCTU ITPOMBINUICH-
HOro nNpeanpuiaTuAa U aBTOPCKOE ONPCACICHUE TCPMUHA
JIOTUCTHYCCKAA ACATCIbHOCTD.

Kniouesvie crnosa: noructuyeckas JCATCIIBHOCTD,
Oeiab JIOTUCTHYECKOM JCATCIIBHOCTH, 3aaa4n JIOTUCTH-
YecKou ACATCIIBHOCTH, O00OBCKT JIOTHCTUYCCKOM Jc-
ATCIBbHOCTH, CYGBGKT JIOTUCTUYECKOM JCATCIIBHOCTH,
COCTaBJIAOIIUC JIOTUCTHYECKOH JCATCIIBHOCTH.

Ivanova M. 1. Studies of Formation and Content
of the Term ‘Logistics Activities’: Theoretical As-
pects

The investigation of theoretical aspects of for-
mation and content of the term ‘logistics activities’ al-
lowed clarifying the goals, objectives, objects, subjects
and components of logistics activities. The paper has
shown a system decomposition of the logistics activities
at an industrial enterprise and the author’s definition of
the term ‘logistics activities’.

Keywords: logistics activities, goal of logistics ac-
tivities, objectives of logistics activities, object of logis-
tics activities, subject of logistics activities, the compo-
nents of logistics activities.
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MARKETING ASPECTS OF STEADY GROWTH BUSINESS STRATEGY

Setting the problem. The existing controlling and
estimating techniques of business steady growth factors
do not consider many marketing specifics of business
activity, and represented in many ways only as lifecycle
of the goods, services and innovations implemented by
the managers and assumed mainly from short — term in-
vestors point of view but not long-term managers. De-
velopment of marketing strategy of the companies is one
of the most important conditions of their effective de-
velopment. But often managers limit development of
strategy to representation them in the most general view,
without their specific types. As a result strategic plan-
ning is impoverished, it is not possible to connect vari-
ous strategies together and complexity in planning and
management is broken, and strategy becomes impracti-
cal and little connected with real conditions of manage-
ment. Strategies are main products of process of strate-
gic management, but if the product of strategic manage-
ment has indistinct, fragmentary character, instead of
clear and accurate strategy, then such strategy cannot
yield any results but only will worsen competitive posi-
tion of the company in the market.

The company can apply various strategies to the
solution of tasks of development and achievement of
general goals. There is a set of different types of strategy
of production development, growth, reducing, market-
ing, sales, investment, financial and many others. For
better orientation among a set of strategies in admin-
istration managers use various classifications of strategy
allowing to order them in complete system and to create
common language for understanding managers of their
essence.

The last research analysis. Theoretical bases of
marketing as instrument of strategy formation of were
decribed in works of a number of domestic and interna-
tional scientists: A.F. Pavlenko, D.E. Shultz, O.C.
Walker, I. Ansoff, V.V. Bozhkova, N.V. Butenko, V.A.
Vasilenko, T.V. Grigorchuk, G.I. Kindratska, M.Kh.
Koretskiy, T.I. Lepeyko, M. Meskon, V.D. Nemtsov, G.
Pearson etc. Nevertheless, there were not fully investi-
gated the formation problems of a strategy for organiza-
tions steady growth. There is also lack of customer-ori-
ented approach implementation to the management as
well as the usage of a system of integrated marketing
communications aimed at the promotion of services.

The aim of the article is to analyze and to make
recommendations about more detail study and practical
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application of the marketing approach development of
business steady growth.

The main part. After having analyzed many defi-
nitions of steady growth, it is proper to choose the most
complex one, which includes several areas. It sounds
like: “Steady growth and development is defined as the
growth for a considerable period, both revenues and
profits, while total income for the investors (expressed
as the share price and reinvestment of dividends) exceed
the cost of capital. Experience shows that few compa-
nies are managed to create shareholder value, without
increasing the high level of marketing management and
having proper marketing strategies.

Marketing strategy focuses on long-term company
objectives and involves planning, marketing programs
so that they help a company realize its goals. Companies
rely on marketing strategies for established product lines
or services as well as for new products and services.
Marketing strategy is the result of decision making by
corporate executives, marketing managers, and other
decision makers. In general, the formal organizational
titles or jobs of decision makers, or the nature or purpose
of the organization, is irrelevant to the formulation of
marketing strategy. When the decisions concern prod-
ucts or markets, the results — i.e., the decisions — are all
considered marketing strategy. In a narrow sense, mar-
keting strategy is a specified set of ways developed by
marketers to achieve desired market ends. In a broad
sense, marketing strategy is composed of objectives,
strategies, and tactics. Objectives are ends sought. Strat-
egies are means to attain ends, and tactics are specific
actions — i.e., implementation acts. A marketing objec-
tive of increasing market share is linked to the marketing
strategy of altering the product line in order to reach new
market segments and to the marketing tactic of introduc-
ing a new brand name and various promotions for a tar-
geted portion of the market [9].

Marketing strategy is developed at different levels
of an organization (the hierarchical dimension), across
core marketing functions (the horizontal dimension),
and for marketing execution and control functions (the
implementation dimension). Strategy is usually devel-
oped in a hierarchical fashion from top to bottom; for
example, there could be several layers of objectives
where each objective is a function of a superstructure of
superior objectives, and a determinant of subordi-
nate objectives (except for the highest and lowest levels
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of objectives). Higher-level decisions — the superstruc-
ture — act as constraints on the one hand, and guides or
aids for decision making on the other. The organization
levels could include the overall corporate level, strategic
business units, product markets, target markets, and
marketing units, depending on the complexity of the or-
ganization.

Strategy is also developed across the core func-
tional areas of marketing: product, price, place/distribu-
tion, and promotion strategies. Any functional level of
marketing, in turn, can have additional levels of market-
ing strategy decisions where refinement of the strategy
might take place. For example, in the advertising com-
ponent of the promotion function, the organization
might develop marketing strategy consisting of adver-
tising objectives, advertising strategies, advertising
themes, advertising copy, and media schedules. In addi-
tion, because of the growing customer emphasis of mar-
keting, marketers have added new customer-oriented
components to the marketing mix: customer sensitivity,
customer convenience, and service. Many international
corporations are also connecting their general and mar-
keting strategies with estimating and maintaining their
market share.

The majority of companies that analyze their mar-
ket position conclude that they are operating below their
optimal market share. They are not exploiting their plant
fully or have not been able to build a plant at the most
economical size; they are not quite large enough to
achieve promotional and/or distributional economies;
and they cannot attract the strongest talent. In sum, they
see a higher market share as promising greater profita-
bility without commensurately greater risk — indeed, of-
ten as reducing that risk.

Share-building strategies must be designed to meet
several considerations — whether the primary market is
growing, stable, or declining, the product is homogene-
ous or highly differentiable, the company’s resources
are high or low in relation to its competitors’ resources,
and there are one or several competitors and how effec-
tive they are [12].

The most effective strategy for market-share gain
is product innovation. Its weak sister, product imitation,
may be appropriate for growth in a growing market, but
it will probably not alter existing market shares. Such
companies as Xerox, Zenith, Control Data, and Polaroid
made their mark because they found a better product. At
the same time, innovation is an expensive and risk-laden
strategy requiring a careful analysis of market needs and
preferences, a large investment, and astute timing.

Market segmentation may also be used to build
share. Many dominant companies concentrate on the
mass market and neglect or undersatisfy various fringe
markets. This mistake is illustrated by the big three
American auto makers, who for years sought the major-
ity market, concluding that the small-car market seg-
ment was too small to be profitable. The vacuum they

created was first filled by Volkswagen and then later by
other European and Japanese auto companies at a high
profit [14].

A third strategy for building market share is distri-
bution innovation. In this instance, the company finds a
way to cover a market more effectively. Timex achieved
its growth as a watch manufacturer by entering uncon-
ventional outlets like drugstores and discount stores.
These outlets then refused to carry additional brands of
low-priced watches, leaving Timex king of the moun-
tain. Avon achieved its spectacular growth as a leader in
cosmetics by resurrecting the old and neglected channel
of door-to-door selling rather than by fighting bloody
battles for space in conventional retail outlets.

A final strategy for share building is promotional
innovation. Consider Avis’s “We’re No. 2, We Try
Harder.” A clever and distinctive campaign or promo-
tion, once established, is hard to duplicate or offset. At
the same time, however, too many organizations empha-
size promotional innovation when they should be
searching for real product, segment, or distributional in-
novations. Flashy promotion has a hollow ring when un-
supported by improvements in consumer value [8].

In evaluating their market positions, some compa-
nies will find that they are in fact operating at an optimal
share level. The cost or risk of increasing their share
would cancel out any gains. On the other hand, a decline
in their current share would reduce their profitability.
These companies are intent on maintaining market
share.

Such organizations find, however, that stabilizing
their share is almost as challenging as expanding it. Un-
derdog competitors are constantly chipping away at the
stable company’s share. They introduce new products,
sniff out new segments, try out new forms of distribu-
tion, and launch new promotions. One of the most an-
noying and common forms of attack is price cutting [5].
The high-share company is always wrestling with the
question of whether to meet price cuts and maintain its
share or give up a little share and maintain its margins.
If the high-share company maintains its prices, it loses
share. If it loses more than it expects, it may discover
that rebuilding costs more than the gains from holding
prices.

In general, the best defense for maintaining market
share is a good offense — product innovation, the same
strategy that works so well for the underdog. A domi-
nant company must refuse to be content with the way
things are. It has to anticipate its own obsolescence by
developing new products, customer services, channels
of distribution, and cost-cutting processes. A second line
of defense is market fortification. The dominant com-
pany plugs market holes to prevent competitors from
moving in. A third and less attractive defense for share
maintenance is a confrontation strategy. Here the domi-
nant company defends its empire by initiating expensive
promotional or price-cutting wars to discipline upstart
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competitors. Confrontation may work, but it is under-
taken at some risk and contributes less to social welfare
than would more innovative responses [7].

The marketing aspect is very important for the sus-
tainable development of the company from the point of
view that without strong aspects in the promotion pol-
icy, the company will not be able to conduct effective
marketing policy, and thus its potential and competitive
advantage will be reduced. The strongest impact of mar-
keting activities on the development of strategies is
shown at strengthening its stable and strong market po-
sition, which is created by achieving extremely high and
stable level of loyalty in a well-defined market segment.

For example: only 5% growth in terms of retention of
credit by their best customers may lead to a 75% in-
crease in terms of value creation. This jump is due to the
extension of the potential value of new customers, as
well as the constant increase in the growth rate due to
changes in retention rates and customer loyalty. Since
the successful customer retention does not dry up the
source of growth, a growing company can increase the
growth rate of only 5-10% due to one-time increase cus-
tomer retention. Few improvements in the business have
a dramatic effect on sustainable profitable growth. They
are all depicted in table 1.

Table 1

Marketing management strategy destinations

Clients Marketing channels

Product or the abilities Finance

Excellent quality

service and rela- The dominant position in the

High devaluation,

Low costs of production creating transac-

tionships with cli- channel fion currenc
ents(loyalty) y
ng}.l costs of Partnership with leading par- . .
choosing another - Top /unique characteristics
ticipants of the channel
company

Best informing
about the behavior
requirements
Business Model
built around a new
segment

Controlling position in the
network

Availability of

Innovative products .
capital

Patents

Major share in buyers costs

Most companies face some form of competition, no
matter what the industry, because of deregulation and
because of the globalization of many industries. Conse-
quently, marketing strategy has become all the more im-
portant for companies to continue being profitable. The
effectiveness of marketing strategies is based on internal
growth strategy.

Internal growth strategy (table 2) refers to the mar-
keting growth within the organization by using internal
resources. Internal growth strategy focus on developing
new products, increasing efficiency, hiring people, bet-
ter marketing etc. Internal growth strategy can take
place either by expansion or diversification.

By diversifying successfully into markets that are
different from the one it dominates, a company can en-
sure that a steady stream of profits will continue even
after something as drastic as an antitrust divestiture has
occurred.

Many high market-share companies have done just
this. For example, the Brookings Institution’s classic ex-
amination of the pricing practices of 20 major corpora-
tions (including General Motors, General Electric, Gen-
eral Foods, and U.S. Steel) revealed that antitrust con-
cerns seemed to motivate several high-share companies
to diversify. The report states:

Many of the companies interviewed expressed a
preference for making their way into new markets,

wherein their share would be a minor fraction, to domi-
nating the market in the established product.”

The adoption of diversification strategies by domi-
nant organizations normally has positive social benefits.
Their movement into new industries tends to create
healthy competition throughout the entire economy and
help to create financially more strengthen structure of
business. Diversification strategy is attractive for steady
growth because allows effective ways for capital alloca-
tion.

Conclusions. In response to the continued growth
of the instability of the environment a significant part of
companies pays special attention to the strategic level of
management. The use of marketing, importance of
which in the activities of companies over the last century
has steadily increased, today is not limited exclusively
to the tactical aspects. Strategic marketing is used to jus-
tify the company's objectives, the choice of markets,
where the company has competitive advantages to de-
velop the benefits of these strategies. At the same time,
work on strategic marketing - Analysis of internal fac-
tors, market segmentation, competitive assessment, de-
velopment of marketing strategy — is preceded by the
creation and promotion of the product on the market and
largely determine the effectiveness of tactical marketing
tools.

133

Exonomiunmii Bicauk Jlonbacy Ne 4(42), 2015



V. Gonchar, O. Kalinin

Table 2

Internal growth strategy destinations

Expansion

Diversification:

Involves selling existing
products to existing markets.
To penetrate and capture the

Market penetration market,  firm may cut

In vertical integration new products
or services are added which are
complementary to the present prod-

rtical diver- : .
Vertical diver uct line or service. The purpose of

ment strategy: sion into new geographic ar-
eas. Market development
aims to increase sales by cap-

turing new market area.

strategy: prices, improve distribution sification vertical diversification is to improve
network, increase promo- economic and marketing ability of
tional activities etc. the firm.
Involves extending existing Involves addition of parallel prod-
products to new market. This ucts to the existing product line. For
strategy aims at reaching new example: A company, manufactur-
Market Develop- customer segments or expan- | Horizontal di- | ing refrigerator may enter into man-

versification ufacturing air conditioners. The pur-
pose of horizontal diversification is
to expand market area and to cut

down competition.

Involves developing new
products for existing markets
or for new markets. Product
development means making
some modifications in the ex-
isting product to give value
to the customers for their
purchase.

Product Develop-
ment strategy:

When a firm diversifies into busi-
ness, which is related with its pre-
sent business it is called concentric
diversification. It is an extreme
form of horizontal diversification.

Concentric di-
versification

Diversifies into business, which is
not related to its existing business
both in terms of marketing and tech-
nology it is called conglomerate di-
versification. It involves totally a
new area of business. There is no
relation between the new product
and the existing product.

Conglomerate
diversification

The most difficult is to define the strategy for cli-
ents with elastic demand and high quality requirements.
In this area the most severe competition and customers
are often offered a huge selection of virtually identical
in quality and price of similar groups of goods and ser-
vices from different vendors, differing only in individ-
ual functions. In these segments of the market it is diffi-
cult to clearly choose one or another strategy and follow
it, as competitors will react instantly and use the weak
spot. Development and choice of strategy is a complex
and creative process that cannot be squeezed into the
framework of pre-designed templates and a set of rec-
ommendations. This process cannot be standardized, as
the creation of technical products. Only non-standard
creative strategy allows achieving market leadership.
With the help of different combinations of factors, mar-
ket environment and institutional factors, companies
create a large number of possible strategic options for
development. The main task of the company manage-
ment is to develop a strategy for the development of
products based on innovation, create and maintain a sus-
tainable competitive advantage to ensure the success of
the company.
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I'onuap B. B., Kajinin O. B. MapkeTnHrosi ac-
MEeKTH CTpaTerii cTajoro po3BUTKY Oi3Hecy

VY crarTi 0ys10 MpoaHali30BaHO BAXIIMBICTh Map-
KEeTHUHTY JIJIsl JOCSTHEHHS CTAJIOTO PO3BUTKY Oi3HECY,
T'OJIOBHI CTpATErii BHYTPITHHOT'O PO3BUTKY MAPKETHHTY
Ta HOTro PiBHI PO3BUTKY, JOCATHEHHS KOHKYPEHTHHUX TIe-
peBar Ta TOJOBHI HAMPSIMU MapKETHHTOBOTO MEHEIK-
MeHTy. HamaHo mpukiamm MapKeTHHTOBHX CTpaTerid
MPOBITHUX CBITOBUX Kopropaliii. PosrisHyTo mpo6-
JIEMH Ta TIEPCIEKTUBH CTPATETii eKCTEHCUBHOTO POCTY
0i3Hecy Ta Horo nuBepcudikarii.

Kniouosi cnosa: cranuii po3BHTOK, YHpPaBIIiHHS,
CTpaTeris, MapKeTHHT, MapKETHHTOBHI MEHEKMEHT,
MapKETHHIOBI CTpaTerii, 3pocTaHHs Oi3HeCy.

I'onuap B. B., Kaqunun A. B. MapkeTHHIoBbI€e
acneKkTbl CTPATerud YCTOWYMBOIO Pa3BUTHA OM3-
Heca

B crathe OBUIM TpOAHANTU3UPOBAHBI BaXKHOCTH
MapKETHHTa ISl TOCTIDKCHUS! YCTOMYMBOTO Pa3BUTHS
Ou3Heca, TJIaBHBIC CTPATEIWH BHYTPEHHETO Pa3BHUTHUS
MapKETHHTa U €0 YPOBHH Pa3BHUTHS, JOCTHKECHHSI KOH-
KYPCHTHBIX IPEUMYILECTB U TJIaBHBIC HAIIPABJICHUS Ma-
PKETHHTOBOI'O MEHEIKMEHTa. JlaHbl mpuMepsl MapKe-
THUHTOBBIX CTPaTerHii BEAYIINX MHUPOBBIX KOPIOPALIHI.
Paccmotrpenbsl mpoOneMbl U MEPCHEKTUBBI CTpaTeruit
9KCTEHCHBHOTO pocTa OM3HECa U €ro JUBEePCU(PHUKAIINY.

Knrouesvie cnosa: ycroumBoe pa3BHUTHE, YIIpaB-
JICHWE, CTPATETUs, MAPKETUHT, MAPKCTUHTOBBII MEHe-
JOUKMEHT, MapKETHUHIOBBIE CTPAaTErnu, pocT OU3Heca.

Gonchar V., Kalinin O. Marketing Aspects of
Steady Growth Business Strategy

The article analyzed the importance of marketing
to achieve steady business growth, the main strategy of
internal development and marketing of its level of de-
velopment, achieving competitive advantage and the
main directions of marketing management. The exam-
ples of marketing strategies for leading corporations
were described. The problems and prospects of the busi-
ness strategy of extensive growth and diversification
were made.

Keywords: steady growth, management, strategy,
marketing, marketing management, marketing strate-
gies, business growth.
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THE IMPACT OF GLOBALIZATION ON CORPORATE CULTURE
AND COMMUNICATION

Visible features of globalization are open boarders
and lack of barriers for market entry, due to which we
observe significant increase in international trade, capi-
tal flows, labour migration. The world becomes more
and more interdependent, companies - transnational
ones, business — international. This process is going on
at a high speed in deep interaction with political, eco-
nomic, social and cultural events. It is getting more and
more difficult for companies to communicate in global
environment. To overcome these difficulties they need
to have a clear understanding how globalization influ-
ences corporate culture and communication. The an-
swers for this question let the companies be more flexi-
ble and efficient in foreign markets as well as more com-
petitive among rivals.

During the research some visible features and out-
comes of globalization will be regarded. The focus will
be mostly done on the European economic integration,
progress in information and knowledge communication
technologies and environmental challengers. In each
case the peculiar characteristics of the process will be
distinguished, its influence on corporate culture and
communication will be determined and corporate reac-
tion on these challengers will be viewed.

European Economic Integration Impact

The most visible wave of European economic inte-
gration is falling international barriers to trade, capital
flow, technologies exchange, labour migration; strong
cooperation nearly in all spheres and sectors of econ-
omy. Europe is in the process of one single market for-
mation. It is related to commodities, financial deriva-
tives, financial assets, technologies, natural resources,
energy etc. Actually it might be observed the formation
of one united society with the same currency, policy,
custom duties, values and expectations. The more inte-
grated the society is the more unified living standards it
has. As Levitt says, “consumer goals worldwide become
more and more alike” [1, p. 521]. As a result the com-
panies have to adjust to new business environment and
customers’ expectations.

The impact of European economic integration on
corporate culture and communications is obvious. Com-
panies face with strong level of competition and their
employees have to be more innovative, creative and

communicative. Herrmann observes another tendency:
“most humans seem to have a basic need to belonging-
ness and therefore feel happier in the culture they know”
[2], it is not an easy task for them to adjust to a new
culture. Operating in new markets they might feel un-
comfortable and thus less effective. One more feature of
European integration is transparency in all procedures,
thus the process of communication in and out of the
company has to be transparent enough to let it be well
integrated in European business environment.

To respond the challengers of European economic
integration the companies should change their policies.
As Levitt says, “companies must learn to operate as if
the world were one large market — ignoring superficial
regional and national differences” [1, p. 521]. Thus most
companies become transnational ones. According to
Levitt multinationals tend to offer “globally standard-
ized products that are advanced, functional, reliable, and
low priced to enjoy economies of scale in production,
distribution, marketing, and management” [1, p. 521].
To launch these products they have to employ personal
able to work at the large European market maintaining
high European standards of services. Brickley, Smith
and Zimmerman emphasize that “employees are ex-
pected to be focused on quality and customer service”
[3, p. 273]. To meet customer expectations most compa-
nies introduce new compensation schemes enhancing
their workers motivation to behave with clients in a
proper manner even without formal policies to follow.
Training sessions appear to be a good tool to develop
these skills.

Progress in Information and Knowledge
Communication Technologies Impact

Over the last century a lot of modern technologies
appeared to relieve everyday life, increase human well-
being and create the basis for sustainable economic de-
velopment. Milgrom and Roberts [4] determine recent
features of technological changes stressing that technol-
ogies become more flexible, the same information and
communication technologies can be used effectively in
a variety of different companies and different economic
sectors, the process of technologies exchange becomes
faster and faster, high speed of technological changes
require the companies to keep in step with progress and
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new innovations. More attention is paid to individual
qualities and value of knowledge. Highly ranked experts
with professional knowledge of foreign languages and
cross cultural differences are in a high demand as they
are able to work in subsidiaries and extend companies
business abroad.

Recent information and knowledge communica-
tion technologies evolution make a great influence on
employees’ behavior, career paths, way the employees
communicating with each other and corporate culture as
well. Milgrom and Roberts state that many workers are
expected to be skilled enough to be able to move from
task to task, engineers are required to be aware of the
capabilities and needs of different parts of the company
and thus are rotated frequently among jobs [4, p. 588].
The same changes affect top managers who are respon-
sible for strategic decision making and thus have to be
far ahead of their rivals in actions and strategy. A week
point is highly skilled international labour migration.
Herrmann mentions in her research that it gets a ten-
dency to transfer experts from country to country to help
build new subsidiaries [2]. But there might be a danger
as the experts get more professional in foreign market
they might leave the company for a better job and no-
body can predict their career path decision. As we have
seen companies become more and more dependant from
knowledge and skills of their employees.

To prevent the loss of high qualified workers com-
panies have to be accurate in personal management. As
Milgrom and Roberts note companies should recognize
the importance of knowledge and skills of their employ-
ees and entrust them with more responsibility and dis-
cretion [4, p. 588]. Motivation for active participation in
manufacturing process and design of new products
seems to be the best solution for keeping workers with a
company for long term. In this case different types of
profit shearing schemes have to be introduced to the per-
sonal. What about skills and knowledge of the personal
it is a main concern of the company to train and reward
workers to be multiskilled. In this context fruitful coop-
eration between companies and universities creates new
opportunities for implementation of long life learning
concept in practice. Effective, ongoing communication
with customers to learn their needs and expectations is
essential as well. To carry out all these tasks companies
have to develop an effective policy of information and
knowledge communication.

Environmental Challenges Impact

During the last century the world community made
a significant step forward in economic transformations
and social reforms. Such rapid development puts great
burden on environment and leads to irreversible climate
changes. Humanity has already faced with such prob-
lems as freshwater limits, ecosystem destruction, biodi-
versity loss chemical pollution, greenhouse effect etc.
The most threatening environmental challenges for
goods manufactures appear the quality, quantity and

availability of natural resources. These issues endanger
further economic development and become a burning is-
sue for stakeholders in the world.

Environmental challengers impact on companies
today activity is not less than some other factors, some-
times it is even more visible and tangible. For example,
the quality of natural resources might not be sufficient
for production of high qualified goods in a full range. In
this case the company has to search for substitutes or
new supplies. Companies’ activity is limited by availa-
bility and quantity of nonrenewable resources, every
day they have to compete for resources at the interna-
tional level trying gain in a new market. Such serious
problems as global warming, depletion of ozone layer
can not be ignored by ordinary companies as well. They
have to be equal partners in international alliances as-
sembled to cope with new challenges. In all these cases
effective communication in both internal and external
environment is needed.

As we see the development of corporation has to
be in a closed interaction with local ecosystem. Alt-
hough the balance between economy, society and envi-
ronment is essential this state is impossible to reach un-
less the way of thinking in society is not changed. It is
important to change economic agents’ attitude to the en-
vironment. Ecological responsibility has to be deeply in-
tegrated into modern corporate culture. Companies
should switch on new innovative development models
which assume improvement of manufacturing technolo-
gies, energy saving policy and rational attitude to natural
resources consumption. In this context knowledge be-
come the most influential factor of economic changers.
As Fritsch, Schmidheiny and Seifritz argue in their book
on ecologically sustainable growth society [5],
knowledge accumulation allows accelerate technologi-
cal changers and speed production process improving.
But quite important question arises how to initiate
knowledge communication among experts and decision
makers. Complete answer is given by Eppler in the Pa-
per: ‘The Concept of Knowledge Communication and
its Relevance to Management’ [6]. The results of these
two publications might be a good background for an ef-
fective policy of information and knowledge communi-
cation elaboration.

Conclusion

From examining Milgrom’s, Roberts’, Eppler’,
Levitt’s, Brickley’s, Smith’s, Zimmerman’s, Fritsch’s,
Schmidheiny’s, Seifritz’s works it gets possible to state
the following. European economic integration, progress
in information and knowledge communication technol-
ogies and environmental challengers are the most influ-
ential globalization factors. To overcome their impact
the companies have to develop an efficient policy of in-
formation and knowledge communication. The basic
components of this policy should be new compensation
schemes enhancing workers motivation to behave with
clients in a proper manner, training sessions to develop
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appropriate communicative skills, fruitful cooperation
between companies and universities to train and reward
workers to be multiskilled, ecological responsibility cul-
tivation in the frame of corporate culture, new innova-
tive development models assuming improvement of
manufacturing technologies, energy saving policy and
rational attitude to natural resources consumption. Due
to this policy implementation companies might be fi-
nally well integrated into European business environ-
ment and exercise successfully advantages of interna-
tional cooperation.
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Xomenko . B., Xomenko 1. A., Bopoaina €. C.
BrnummB riotanizanii Ha KOpNOPaTUBHY KYJbTYpPY Ta
KOMYHiKauii

B craTTi po3riIsHyTO OCHOBHI OCOOIHMBOCTI Ta Ha-
ciiaku rino6anizartii. AKIeHTH 3p0o0JIeHO Ha TIPOIIEeCi €B-

pormeichKol iHTerpalii, mporpeci iHQOpMaIiifHUX TeX-
HOJIOTi Ta TEXHOJOT1H 3 00MiHY 3HAaHHSMH, a TAaKOX Ha
HOBUX BHUKIHKax 3 OOKy OTOUYYIOUYOrO cepefoBuiua. Y
KO)KHOMY OKPEMOMY BHUIIAJIKy BU3HAYCHO OCOOIMBOCTI
[UX SIBUIII, XapaKkTep IX BIUIMBY HAa KOPIIOPATHBHY KYJIb-
Typy 1 KOMYHIKaIll Ta MOKJIMBA peaKilis Ha Il ABUINA 3
00Ky KOpHopaIriii.

Kurouosi crosa: rnobanizalis, EKOHOMIYHA 1HTET-
pariisi, KopropaTuBHa KyJIbTypa, KOMYyHIKaIlii, 0Touy-
1oue cepeioBuIle, iHpopMaIliiiHi TeXHOJIOTI1, TEXHOJIO-
rii 3 OOMiHy 3HAaHHAMH.

Xomenko S1. B., Xomenko U. A., boponnna E. C.
Binsinue riodaau3zaluy Ha KOPNOPATUBHYIO KYJb-
TYPY 1 KOMMYHHKALHH

B cratbe paccMOTpeHBl OCHOBHBIE HEPTHI U TO-
CIeNCTBUS TiIo0anm3anui. AKIEHTH CAENTaHbl Ha TPO-
11lecce eBpPOIENCKON SKOHOMUYECKOW HHTETPaIiH, IPo-
rpecce HHGOPMAITMOHHBIX TEXHOJOTHH W TEXHOJOTHU
oOMeHa 3HaHHUSAMHU, a TAKKE Ha HOBBIX BBI30BAX CO CTO-
POHBI OKpY>KaroIieu cpeapl. B kaX/1oM OTAeTbHOM CITy-
yae oIpe/ieIeHbl 0COOEHHOCTH 3TUX SIBJICHUH, XapaKTep
WX BIMSHUS HAa KOPIIOPATUBHYIO KYJIbTYPY 1 KOMMYHHU-
KaIlUHM U BO3MOYKHASI PEaKIHs Ha IPOUCXOASAIINE COOBI-
THSL CO CTOPOHBI KOPITOPALHA.

Kurouesvle cnosa: rnodanuszanns, SKOHOMUYECKAs
WHTETpanys, KOPIOpaTHBHAS KyJIbTypa, KOMMYHHKa-
UM, OKpY’KaIoIIas cpena, THPOPMAIIMOHHBIE TEXHOIIO-
UM, TEXHOJIOTUM 0OMEHa 3HAHUSIMU.

Khomenko Y. V., Khomenko I. A., Borodina
E. S. The Impact of Globalization on Corporate Cul-
ture and Communication

In this paper some visible features and outcomes of
globalization are regarded. The focus is mostly done on
the European economic integration, progress in infor-
mation and knowledge communication technologies and
environmental challengers. In each case the peculiar
characteristics of the process are distinguished, its influ-
ence on corporate culture and communication is deter-
mined and corporate reaction on these challengers is
viewed.

Keywords: globalization, economic integration,
corporate culture, communication, environment, infor-
mation technologies, knowledge communication tech-
nologies.
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DEVELOPMENT OF INNOVATIVE BUSINESS
ON PRINCIPLES PUBLIC-PRIVATE PARTNERSHIPS

The research was conducted within the research project of IIE of NAS of Ukraine «Development of public-private
partnerships in the modernization of the coal industry and thermal power» (state registration number 0115U001638).

Problem setting. In modern conditions of innova-
tive enterprise in the Ukrainian economy hinder the low
proportion of entities that carry out an innovative busi-
ness that is primarily due to the absence of the main fac-
tors that affect the development of innovative entrepre-
neurship in the country: a little consumer demand for in-
novative products; insufficient financing of scientific
and technical capacity of the national economy; the lack
of functioning of venture capital firms and investors
who finance risky innovative activities.

In the field of small and medium-sized businesses
present interest in accelerating the development and use
of new technologies, the production of new products,
bringing to the stage of industrial design innovations
that are transferred on a commercial basis for the use of
large enterprises.

The presence of entrepreneurial initiative, suffi-
cient development of small and medium-sized busi-
nesses, and the use of effective mechanisms of state in-
centives can be the basic principles of the implementa-
tion of innovative processes. And intensive innovative
development of Ukraine is possible by carrying out deep
economic reforms aimed at the establishment of com-
petitive small and medium-sized businesses, measures
to translate innovative projects through the stimulation
of innovative enterprises.

World experience shows that one of the ways to
enhance the development of innovative business is a
partnership of public and private sectors as a form of
public-private partnerships. The use of such a mecha-
nism would allow the expense of mutually beneficial co-
operation of the state and private partners to accelerate
the technological upgrading of the coal industry and
thus improve the quantity and quality of coal products
and to accelerate industrial growth at the regional and
national level.

Analysis of recent researches and publications.
Economic analysis of scientific sources indicates that
scholars paid much attention to the problems of devel-
opment of innovative business in Ukraine. Identify fi-
nancial, tax, organizational and economic mechanisms
of development of innovative business. The proposals
on information and organizational support of function-
ing of small innovative enterprises [1-11].

13

Despite the wide range of scientific research on the
subject, the study of essence of innovative entrepreneur-
ship, implementation of the SWOT-analysis of his status
in Ukraine, identification of the main factors hindering
intensification of the functioning of small and medium
enterprises in innovation, the development of a set of
measures to address the identified problems of insuffi-
cient development of innovative business does not lose
its relevance and determines the choice of the research
topic.

The task of this study is to develop proposals for
the development of innovative business on the princi-
ples of public-private partnerships.

The main material of the study. Under the inno-
vative entrepreneurship refers to a business that applies
for profit qualitatively new approaches, materials, ideas
and products to meet consumer demand. Innovative
business comprises the steps of: searching for innova-
tive ideas, evaluate ideas, business plan development of
the innovative project, the search for the necessary re-
sources, management created innovations. To the sub-
jects of innovative business enterprises and organiza-
tions are engaged in innovative activities.

Innovation active enterprises in the field of small
and medium businesses need to evolve in today's eco-
nomic conditions, since these structures are character-
ized by such features:

— The high level of flexibility in competitive new
products, where the main factor is the rate of renewal of
the products;

— Focus on the search for fundamentally new prod-
ucts and processes associated with high commercial and
technical risk — they account for the bulk of the costs of
exploration, development and development of scientific
and technological innovations;

— Responsiveness to the changing needs of con-
sumers; creating an atmosphere of intense work;

— Organizational separation from significant cur-
rent production.

To identify strengths and weaknesses, opportuni-
ties and threats to the development of innovative busi-
ness in Ukraine carried out SWOT-analysis, the results
of which include:
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— Strengths: a high level of scientific potential of
the state and the training of scientific personnel with in-
novative potential; developed system of higher educa-
tion; by elements of innovation management; the for-
mation of innovative infrastructure facilities to meet
current economic conditions; having a successful inno-
vation and cooperation between science and business
environment; the use of tools of organizational, tech-
nical and financial support for the development of pub-
lic-private partnerships in innovation;

— Weaknesses: insufficient investment of innova-
tion development of the State; limited possibilities of
external financing (lack of venture capital funds); no
methodology for calculating the indicators of innova-
tion; low level of innovation culture of entrepreneurs;

— Opportunities: the development of innovative
businesses; a high level of research and innovation ca-
pacity; innovative business development through access
to the various applications of funding; develop a modern
regulatory framework of innovation; the development of
innovative entrepreneurship in Ukraine by EU funding;

— Threats: financial and administrative factors that
hinder the development of innovative businesses; insuf-
ficient resources for lending most innovative compa-
nies; sophisticated selection of qualified specialists for
innovative businesses; scientists are not interested in
starting their own business.

The analysis of the dynamics of the main indicators
of innovation activity in Ukraine leads to the following
conclusions:

The share of enterprises engaged in innovation, de-
clined during 2000-2014 by 1.9%. The share of enter-
prises introducing innovations during this period de-
creased by 2.7%. During 2000-2014 biennium the pro-
portion of sales of innovative products in the volume of
industry decreased by 6.9% [12].

According to the State Statistics Service of Ukraine
share of the costs of internal and external research pro-
jects in the total cost of innovation has increased over
2000-2014 7.7%, for the purchase of machinery, equip-
ment and software — 5.4%. The share of the costs of ac-
quisition of other external knowledge in the total cost of
innovation decreased by 3.5%.

During 2000-2014 biennium the growth rate of to-
tal spending on innovation amounted to 11.1%, own
funds of enterprises — 11.6% of the state budget —31.2%
of foreign investments — 0.3%, of funds from other
sources of funding — 8.4 %.

The share of enterprises' own funds in the total
amount of financing of innovative activity has increased
over 2000-2014 by 5.3% of the state budget — by 4%.
The share of foreign investors in the total volume of
funding decreased by 5.8% from other sources — by
3.6% [12].

According to the State Statistics Service of Ukraine
the amount of the introduction of new manufacturing
processes has increased over 2000-2014 24.2%, or 1403

to 1743. The share of low-waste and resource-saving
processes in the total implementation of innovative pro-
cesses decreased by 5% and amounted in 2014 25.7%.
Number of the introduction of innovative products de-
creased by 76.1%, or 15323 to 3661. The share of new
types of equipment in the total amount introduced inno-
vative products increased by 31.8%. During 20002014
biennium the number of new types of machinery in-
creased by 2.1 times.

The share of industrial enterprises, which introduce
innovative products, accounted for in 2012-2014 10.5%
of innovative processes — 11.3%, organizational innova-
tions — 2.3% marketing innovations — 2.9% [13, p. 155].

According to the State Statistics Service of Ukraine
innovative processes in 2014 we have implemented 614
enterprises, of which 459 — new or improved methods
of processing and production (processes), the number of
which was 1743, including low-waste and resource —
447; 123 companies — new or improved methods of lo-
gistics, delivery or distribution of products, 190 — new
or improved activities to support the processes of logis-
tics services and procurement transactions.

Organizational innovation carried out 125 enter-
prises, marketing — 157. In 2014 905 companies have
implemented innovative products to 25.7 billion UAH,
or 2.5% of the total volume of industrial products [14,
p. 161].

Innovation in 2014 involved 1595 enterprises
(15.9% of the surveyed industries), including: innova-
tive products introduced in 1054 enterprises, of which
257 —a new market and 923 — new only to the enterprise;
innovation processes — 1127 companies, of which 926 —
new or improved methods of processing and production,
233 —new or improved methods of logistics, delivery or
distribution of products and 349 — new or improved ac-
tivities to support processes, in particular, the system of
financial service operations procurement, accounting
and estimates. In order to meet the needs of consumers
as well as increasing sales of 289 companies have intro-
duced marketing innovations. 232 enterprises increased
their efficiency through the introduction of organiza-
tional innovations [14, p. 162].

Based on the results of the study revealed the fac-
tors that hinder the efficient functioning of small and
medium-sized businesses in innovation:

— Insufficient infrastructure to support innovative
entrepreneurship;

— Insufficient budgetary funds for scientific and
technical sphere;

— The lack of venture capital and the underestima-
tion of the stock and mechanisms;

— Insufficiently stable financial condition of enter-
prises;

— A weak stimulation of the development of inno-
vative financing of non-state (lack of venture financing);

140

Exonomiunuii Bicauk Jlonbacy Ne 4(42), 2015



Yu. Z. Drachuk, N. V. Trushkina

— Administrative barriers (according to foreign ex-
perts, to 8% of revenue spent by entrepreneurs on over-
coming administrative barriers);

— Lack of an integrated legal support of innovative
entrepreneurship;

— Lack of motivation on the part of entrepreneurs
for using the results of scientific research budget in in-
novation;

— Lack of effective development of innovative en-
trepreneurial environment;

— Insufficient level of innovation culture;

— Limited access to information innovation envi-
ronment;

— Lack of support for small innovative businesses
at regional level.

With a view to enhancing the development of in-
novative business in Ukraine, it is expedient to develop
a set of proposals:

1. The task of overcoming barriers related to insuf-
ficient infrastructure to support innovative entrepre-
neurship:

The formation of innovative infrastructure objects,
which should work as a single mechanism;

Establishment of a regional network of business in-
cubators in all fields of knowledge, including higher ed-
ucation;

Creating a network of strategic centers for innova-
tive development in Ukraine, with the main objective of
the development and implementation of innovative pro-
jects. Center of strategic development sectors should be
focused on the development of the sector or industry
clusters;

The formation of innovative clubs for entrepre-
neurs whose main task is to create conditions for inno-
vative entrepreneurship in innovation;

Databases formation of innovative ideas which
should be available to entrepreneurs and other interested
categories;

Providing advice on intellectual property protec-
tion of innovative entrepreneurs.

2. The objectives to overcome barriers associated
with low specific weight high-tech exports in innova-
tion:

Monitoring technologies and forecasting macro
and micro levels;

Assessment
Ukraine.

3. The challenge of overcoming barriers related to
low demand for innovation on the part of government
and departmental structures:

Training of administrative staff through seminars,
trainings, meetings;

Overcoming psychological barriers.

4. In order to overcome barriers related to insuffi-
cient budget expenditures on scientific and technical
sphere:

of technological production in

Growth of innovative development financing from
the state budget and investment resources.

5. The challenge to overcome barriers related to
the lack of venture capital and the underestimation of
the stock and mechanisms:

Development and implementation of legislation on
venture capital funds and innovation funds to support
the development of innovative entrepreneurship;

Creation of a national venture capital fund for tar-
geted support to promising projects of innovative char-
acter.

6. Challenges to overcome barriers related to the
precarious financial state of the enterprises that pro-
duce innovative products:

Restructuring of internal management of enter-
prises to their adaptation to market changes, the estab-
lishment of effective relationships with customers inno-
vative products and services;

Training of management staff of enterprises to at-
tract highly qualified professionals to the management.

7. The challenge to overcome the barriers associ-
ated with insufficient infrastructure to support service
organizations:

The formation of service structures as part of major
innovation units.

8. The challenge to overcome barriers related to
the lack of training for the innovation economy and a
qualified management innovation:

Attracting professionals at all stages of the imple-
mentation of innovative projects;

The creation of a unified system of training and
professional development for professionals in the field
of technological innovation, including distance learn-
ing;

Development of a national site «innovative entre-
preneurship» to establish new contacts between entre-
preneurs, experts and solutions to their common prob-
lems in the field of innovation;

Attracting foreign investors at the expense of ben-
efits provided for the production of innovative products.

9. The task to overcome the barriers associated
with a weak stimulation of innovation of non-govern-
mental funding of innovation, lack of venture capital in-
vestment:

The introduction of tax benefits for taxpayers,
which are aimed at improvement of the existing equip-
ment and technologies or the creation of innovative
products;

Expand the use of tax holidays;

Expansion of the list of high-tech imported equip-
ment, which is imported free of import duties;

Funding for state guarantees and interest rate sub-
sidies on loans for export contracts;

The creation of venture capital funds and the na-
tional innovation fund for entrepreneurship.

10. To overcome administrative barriers:
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Development of national strategic innovation de-
velopment program up to 2030;

The widespread use of technology «single win-
dowy;

The use of administrative responsibility for the de-
lay in decision-making on innovation.

11. The challenge to overcome barriers related to
the lack of a comprehensive legislative support innova-
tive entrepreneurship:

Develop a set of laws necessary to ensure the actual
functioning of innovative entrepreneurship.

12. In order to overcome barriers related to the
lack of motivation on the part of entrepreneurs to use
the results of budget research on the problems of inno-
vative entrepreneurship:

Introduction of incentives for companies produc-
ing innovative products;

Compensation to owners since the first three years
of operation of the business incubator (60, 40 and 20%);

Introduction of accounting in the field of market-
ing.

13. Challenges to overcome barriers related to in-
sufficient effective development of innovative business
environment:

Providing free consulting services;

Innovative entrepreneurs to provide a continuous
exchange of information through the media, internet re-
sources.

14. In order to overcome the barriers associated
with low and limited access to information innovation
environment (business available market information,
resources, public procurement, regulations, etc.):

Formation and development of a national system of
information and consulting support to innovative entre-
preneurship and its integration into a single information
system consulting.

15. Challenges to overcome barriers related to in-
sufficient innovation culture in the field of innovative
entrepreneurship:

The formation of a positive image of the entrepre-
neur on the basis of an innovative promotion of innova-
tive ideas among the population and increase the social
responsibility of business through a mechanism of social
accountability and moral incentives.

16. The challenge to overcome barriers related to
the lack of support for small innovative businesses at re-
gional and local level:

Providing financial, informational, educational
support at the expense of local budgets through the es-
tablishment of special funds to support innovative entre-
preneurship.

In order to overcome the above barriers to innova-
tive entrepreneurship in Ukraine is necessary to conduct
a series of incremental steps:

— Identifying innovative companies in the country,
the determination of their share in the total volume of
innovative products produced by these enterprises;

— Analysis of the needs, problems, the main rea-
sons hampering the innovative development of innova-
tive companies;

— Development of models and mechanisms that
promote cooperation between business structures and
scientific organizations;

— The formation of clusters of promising compa-
nies operating in key technology sectors with high po-
tential for development.

The results of this research suggest the need to ad-
dress the major challenges for the development of inno-
vative business in Ukraine in the contemporary econ-
omy. Among them:

— Creating an enabling institutional, structural, le-
gal and other condition for the development of innova-
tive entrepreneurship in the industrial sector and the ser-
vice sector, including through the extensive use of tech-
nology «single window»;

— Formation of an effective competitive sector of
innovative business based on strategic relations with big
business, synergy with governments at the regional and
local levels;

— The accelerated growth and sustainability of in-
novative entrepreneurship by improving the develop-
ment and support of small and medium-sized enter-
prises, strengthening the role of innovative entrepre-
neurship in the gross regional product in terms of inten-
sification of regional development in Ukraine, improv-
ing the quality of life in cities and regions.

Conclusions. Innovative entrepreneurship is a dy-
namic form of public-private partnership, where the pro-
cesses are carried out intensive restructuring, change of
activity, the creation of new and liquidation in the pre-
scribed manner of inefficient enterprises.

To improve the situation in the innovative business
in the short term expedient implementation of a number
of the following activities:

— Analysis of the actual state of development of in-
novative business;

— Increase in the number of small enterprises in in-
novation, as close to the standards of building an inno-
vative economy (60—80%);

— Creating the conditions for small businesses to
reduce costs by introducing new products to improve
competitiveness;

— Ensure access of small innovative businesses to
various sources of funding in order to reduce the costs
of the introduction of innovative products;

— Implementation of the selection of projects that
require subsidies;

— Formation of a system of training for the innova-
tion sphere, which in the future should be gradually in-
tegrated into the international system;

— The creation of the state of scientific and meth-
odological center of a multi-level system of training spe-
cialists in the field of innovation;
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— Formation of innovative infrastructure objects,
for example, a consortium whose main task should be to
find and implementation of large innovative projects re-
lated, usually with the use of new technologies. Consor-
tium in innovation can be a certain time agreement be-
tween banking institutions, innovative enterprises, com-
panies, research centers for high-tech and capital-inten-
sive projects.
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JApauyk 1O. 3., Tpymkina H. B. Po3BuTok inno-
BaliiiHoro 0Oi3Hecy Ha NpUHUUNAX NyO0JaiYHO-MpHU-
BaTHOT0 MAPTHEPCTBA

V¥ crarti BukoHano SWOT-aHai3 iHHOBaIIHHOTO
Oi3ecy B Ykpaini. [IpoaHanizoBaHO OCHOBHI TOKa3-
HUKHW IHHOBaLIWHOT isuTbHOCTI B YKpaiHi. JlociimkeHo
YMHHUKH, SKi CTPUMYIOTh aKTHBAMLil0 (QYHKIIOHYBaHHS
MaJIuX 1 Cepe/IHIX MiIIPUEMCTB B IHHOBaLiHIN cdepi,
cepell SIKMX: HEJOCTaTHIM PO3BUTOK iH(MPACTPYKTYypH
MIATPUMKHA 1HHOBALIIMHOTO MiAMPHEMHHUIITBA; HEI0-
CTaTHIM 00CST OIOKETHHX KOINTIB HA HAYKOBO-TEX-
HIYHY cepy; BiICYTHICTh BEHUYPHOTO KaMiTaly i HeJ10-
OIliHKa BEHYYPHOTO 1 ()OHJOBOTO MEXaHi3MiB; HEJIO-
CTaTHBO CTIHKUi (HIHAHCOBUI CTaH IiIIPUEMCTB; CIIa0-
Ke CTUMYJTIFOBaHHS PO3BUTKY IHHOBAIIITHOT CHCTEMH HE-
JepxaBHOTO (hiHaHCYBaHHS (BiJCYTHICTH BEHYYPHOTO
(iHaHCYBaHHSI); aAMiHICTpaTUBHI Oap'epu (3a IaHUMU
3apyODKHHX EKCIEepTiB, 10 8% BHPYYKH ITiIPUEMIIIB
BHTPAYAEThCS HA TIOJIOJIAaHHS a/IMIHICTPaTUBHUX Oap'e-
PIB); BIICYTHICTH KOMILUIEKCHOTO 3aKOHOAaBYOTO 3a0€3-
MCYCHHS IHHOBAIIHOTO i IIPUEMHUIITBA; BiICYTHICTh
MOTHBAIIi 3 OOKY MiAMPHEMIIIB 32 BUKOPUCTAHHIM Pe-
3yNbTATIB OIOKETHUX HAYKOBUX JOCIIIXKCHb B IHHOBA-
uifiHid  cdepi; HEMOCTATHRO EPEKTUBHHUIA PO3BUTOK
IHHOBAIIHHOTO TiIMTPUEMHHIIEKOTO CePEIOBUIIA; HEIO0-
CTaTHIM pPiBeHb 1HHOBAIIHHOI KyJIbTYpH; OOMEXKCHUIN
JOCTyI 110 iH(OpMAmiHHOTO IHHOBALIWHOTO Cepero-
BHIIQ; BiZICYTHICTh CUCTEMH ITiITPUMKH Maloro iHHOBa-
IHHOTO TiANPUEMHHUIITBA HA PETiIOHATIBHOMY PiBHI.

PesynmpTat  MpoOBENEHOTO HAYKOBOI'O  JIOCI-
JOKCHHS CBIIYaTh MPO HEOOXITHICT BUPIIIEHHS OCHOB-
HUX 3aBJaHb JJI1 PO3BHTKY 1HHOBAI[IHHOTO MiAMPUEM-
HUITBA B YKpaiHi B Cy4acHHX YMOBaxX TOCIOAapro-
BauHs1. Cepe/ HUX: (OPMYBaHHS CIPHUATIUBUAX IHCTHTY-
MIHHUX, CTPYKTYPHHUX, 3aKOHOJAaBYMX T4 1HIIUX yMOB
JUIL PO3BUTKY IHHOBAIIIMHOIO ITiIPUEMHUIITBA Y BH-
poOHMUiit cepi Ta cdhepi mociIyr, y TOMy YHCII HIITXOM
IIMPOKOTO BUKOPUCTAHHS TEXHOJIOTI1 «E€MHOTO BiKHAY;
(dhopMyBaHHA €(pEKTHBHOTO KOHKYPEHTOCIIPOMOYKHOTO
CEKTOpa 1HHOBAIITHOTO IiJIPUEMHHUITBA HA OCHOBI
CTPATETiYHUX B3a€MOBIIHOCHH 3 BEJIHMKHM Oi3HECOM,
Y3ro/DKEHOCTI il 3 OpraHamMH YIpaBIliHHS Ha perio-
HAJILHOMY Ta MICIICBOMY PIBHSX; 3a0€3ICUCHHS IPH-
CKOPEHOTO CKOHOMIYHOTO 3POCTaHHS 1 CTIHKOCTI 1HHO-
BaIliHOTO MAMPUEMHHUIITBA MUIIXOM TOJIMIIECHHS PO3-
BUTKY Ta MIATPUMKUA MAJIUX 1 CEPEeIHIX MiANMPHEMCTB,
MOCHJICHHS POJIi 1HHOBAIIHHOTO TMiANMPHEMHHUIITBA B
CTPYKTYpi BaJOBOTO PETiOHAJIBHOTO MPOAYKTY B YMO-
Bax IHTEHCH(QIKAIii perioHATFHOTO PO3BUTKY Y KpaiHHy,
MiBUINEHHS SIKOCTI )KUTTS HACEJICHHS B MiCTaX i perio-
Hax.

Po3pobiieHo mporo3utlii Moo po3BUTKY iHHOBa-
IHOTO IMiJIPUEMHUITBA HA MPUHIMIAX ITyOJIIYHO-
MIPUBATHOTO MapTHepCTBa. JIJIs MOMiMIIeHHs CUTyarlii B
IHHOBAILlIMHOMY ITiITPUEMHUIITBI B HAUOIMXKUIH TIepc-
MEKTHBI1 TOUUTBHE 3AIMCHEHHS PSIY TAKMX 3aXO0JIiB: aHa-
JIi3 peallbHOTO CTaHy PO3BHUTKY IHHOBAIIHOTO ITiANPH-
€MHMUIITBA; 3POCTAHHS KIILKOCTI MaJluX ITiIIPUEMCTB B
IHHOBaIIIHIK chepi 3 MAKCHMATBHUM HAOJMKEHHSIM 110
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CTaHJapTiB MOOYIOBU IHHOBAIIHOT €KOHOMIKH; CTBO-
PEHHS YMOB Uil CKOPOUCHHS BUTPAT MAlUX IiIIpH-
€MCTB Ha BIPOBAKCHHS HOBOI MPOJYKIIi JUIs TiABH-
HICHHS KOHKYPEHTOCHPOMOXKHOCTI; 3a0e3IeYeHHs J10-
CTYIly MalvX IHHOBALIWHUX MiANPHEMCTB IO PI3HUX
JoKepen (hiHaHCYBaHHS JIJISl 3HW)KCHHSI BUTPAT Ha BIIPO-
Ba/DKCHHS 1HHOBALIAHOI MPOAYKII{, 3MIHCHEHHS Bif-
00opy MPOEKTIB, sIKi MOTPeOYIOTH cyOcuniii; Gopmy-
BaHHS CHCTEMH IiArOTOBKH (axiBIIiB AJIsl IHHOBAI[iHHOT
cthepu, sKa B MOAAIBIIOMY Ma€ OyTH TIOCTYIIOBO IHTET-
poBaHa B MDKHAPOAHY CHUCTEMY; CTBOPCHHS JEpiKaB-
HOTO HayKOBO-METOIUYHOTO LIEHTPY PO3BUTKY Oararo-
PIBHEBOT CHCTEMH TiATOTOBKHU (haxiBiiB y chepi iHHO-
BaIliil; ¢opmyBaHHS o00'ekTiB iHHOBaIiiHOI iH(Dpa-
CTPYKTYpH, HANPUKIAJ, KOHCOPIIyMY, OCHOBHUM 3aB-
JAHHSM SKOTO Ma€ OyTH TONIIYK 1 peasi3allisi BETHKHX
IHHOBAIIIMHUX MTPOEKTIB, MOB'SI3aHUX, SIK MPABUIIO, 3 BU-
KOPUCTAHHSIM HOBUX TEXHOJIOTIH.

Kniouosi cnosa: iHHOBaliHE MiANPUEMHHIITBO,
MaJIi i IIPUEMCTBA, aKTUBI3aIlisl, PO3BUTOK, Ji€Ba Gop-
Ma, MyOJIIYHO-TIPUBATHE MTAPTHEPCTBO, METOJIH aHATI3Y,
MMOKa3HUKHW, YMHHUKH, JDKepena (piHaHCyBaHHS, MIPOIIO-
3uLii.

JApauyk FO. 3., Tpymknna H. B. PazButne un-
HOBAIMOHHOT0 OM3Heca HA MPUHUHUNAX MyOJIMYHO-
YaCTHOTO MAPTHEPCTBA

B cratbe Beimonaen SWOT-anann3 MHHOBAIMOH-
HOro OusHeca B YkpauHe. [Ipoananu3upoBaHbl OCHOB-
HBIC TIOKA3aTeNId WHHOBAIMOHHON JEATETBHOCTH B
Ykpaune. MccnenoBansl (akTOpPEI, CASPKUBAOIINE aK-
TUBAIMIO (PYHKIIMOHHPOBAHUS MAJIBIX U CPETHHUX MIPE-
MIPUATHI B MHHOBAIMOHHOM cepe, Cpeid KOTOPHIX: He-
JIOCTATOYHOE PA3BUTHE WHQPPACTPYKTYPHI MOIIACPIKKU
WHHOBAIIMOHHOTO MPEeNIPUHUMATEIHCTBA; HEAOCTATOU-
HBIi 00beM OFOJKETHBIX CPEJICTB HA HAYYHO-TEXHHU-
Y4eCKyI0 Cc(epy; OTCYTCTBHE BEHUYPHOTO KamuTana U
HE/IOOIICHKAa BEHYYPHOTO M (DOHIOBOIO MEXaHU3MOB;
HEIOCTATOYHO CTAaOWIbHOE (PUHAHCOBOE COCTOSHHE
MPEANPHATHI;, C1ab0e CTUMYITUPOBAHUE PA3BUTHS HH-
HOBAIMOHHOM CHCTEMBI HErOCYIApCTBECHHOrO (PHHAH-
cupoBaHus (OTCYTCTBHE BEHYYPHOro (hHHAHCHPOBa-
HUS); aIMHHUCTPATUBHBIC Oaphepsl (110 TaHHBIM 3apy-
OEXXHBIX PKCHEPTOB, 10 8% BBHIPYUKH NpeANpUHUMATE-
JIeH pacxomLyeTcs Ha MPEoI0JICHNE aIMIHUCTPATUBHBIX
0apbepoB); OTCYTCTBUE KOMIUIEKCHOTO 3aKOHOJATeNb-
HOro obecrevyeHus: MHHOBAIIMOHHOIO MpeAnpuHUMA-
TENBCTBA; OTCYTCTBHE MOTHUBAIIMHU CO CTOPOHEI IIpe-
NpUHUMATEJIeH 3a HCIOIB30BAHUEM pPE3yJIHTATOB
OIO)KETHBIX HAYYHBIX HCCICIOBAHUN B MHHOBAIIH-
oHHOH cdepe; HegocTaTOUYHO dPPEKTUBHOE pa3BU-
THE NHHOBAIIMOHHOW MPEANPUHUMATEIHCKON CPEbI;
HEJIOCTATOYHBI ypOBEHh HWHHOBAIMOHHOW KYJb-
TYpbl; OTPAaHUYCHHBIN JOCTYN K WH()OpMAIMOHHOMN
WHHOBAaIlMOHHOM cpelie; OTCYTCTBHE CHCTEMBI IOJ-
JEPKKU MaJOro HWHHOBAIIMOHHOTO MpEIIpHHIMA-
TEJIbCTBA HAa PErMOHAJILHOM YPOBHE.

Pe3ynbTaThl MIPOBEACHHOTO HAYYHOTO UCCIIEIO-
BaHUS CBHICTEIBCTBYIOT O HEOOXOAMMOCTH pelie-
HHS OCHOBHBIX 3a/ad JJIs Pa3BUTHSI HHHOBAILMOH-
HOTO NpPEINPUHUMATEIHCTBA B YKpaWHE B COBpe-
MEHHBIX YCJIOBUSX XO03siicTBoBaHUA. Cpenu HUX:
¢dbopMupoBaHUE OJIATONPHUATHBIX WHCTHTYLHOHATH-
HBIX, CTPYKTYPHBIX, 3aKOHONATEIBHBIX W IPYTUX
YCJIOBUH IS Pa3BUTUS UHHOBAMOHHOTO MPEANPH-
HHUMAaTeIbCTBA B MPOU3BOJCTBEHHOM cdepe u chepe
YCIYyT, B TOM YHCJIE IIyTE€M IINPOKOTO HCIOJIb30Ba-
HUS TEXHOJIOTHH «EIUHOTO OKHa»; (OpMHpPOBaHUE
3 PEeKTUBHOrO KOHKYPEHTOCTIOCOOHOTO CEKTOpa
WHHOBaIlMOHHOTO MPEANPUHUMATEIECTBA HA OCHOBE
CTPATErMYeCKUX B3aUMOOTHOIICHUH C KpPYHOHBIM
OM3HECOM, COTJIACOBAHHOCTH NEUCTBUI ¢ OpraHaMu
yYIpaBiIeHUS HAa PETHOHATBFHOM M MECTHOM YPOBHSIX;
obecrieueHne YyCKOPEHHOTO YKOHOMHYECKOTO pOCTa
U YCTOWYHMBOCTH WHHOBAIIMOHHOTO MPEIIPHHIMA-
TENbCTBA ITyTEM YIyUIICHUS Pa3BUTHS U MOAIECPIKKU
MalblX U CPEIHHUX NPEANPUATHH, YCUICHHUS DPOIH
WHHOBaIlMOHHOTO TPEIIPUHUMATEIHCTBA B CTPYK-
Type BaJIOBOT'O PETHOHAJIBHOTO NMPOAYKTa B YCIO-
BHUSIX HMHTCHCHU(UKAINH PETHOHAIHHOTO DPa3BUTHS
YKpauHbI, MOBBIIICHUSI Ka4€CTBA KU3HU HACCICHUS
B rOpoJax M perHoHax.

Pazpaboransl mpeanoKeHusl 0 Pa3sBUTUIO WHHO-
BaIMOHHOTO TPEANPUHUMATEIHCTBA HA MPUHIIMIAX
MyOJIMYHO-9aCTHOTO TapTHEpCTBA. s yiydineHwus
CHTyallul B WHHOBAIIMOHHOM IIPEANPUHUMATEIh-
cTBe B Osmkaiilieil mepcmeKkTuBe 1esnecoo0pa3Ho
OCYIIECTBIICHHE psANa CICAYIOIIUX MEPONPHUITHIA:
aHAJIU3 PEATHHOTO COCTOSHUS Pa3BUTHS MHHOBAIIH-
OHHOTO TIPEIIPUHUMATEIBCTBA; POCT KOIHMYECTBA
MajblX NPEANPHITHI B HHHOBAIIMOHHOU cdepe c
MaKCUMaJIBHBIM MPHUOIMKEHUEM K CTaHAapTaMm Io-
CTPOCHHS MHHOBAI[MOHHOW AIKOHOMHKH; CO3/IaHHE
YCJIOBUH Ui COKPAIICHHS PAacXOJ0B MajbIX Ipel-
MPUSTHI 0 BHEJPEHUIO HOBOW MPOAYKIIUU ISl TIO-
BBIIIEHHUS KOHKYPEHTOCIIOCOOHOCTH; obecreueHue
JMOCTYMa MaJbIX WHHOBAIMOHHBIX MPEANPUITHH K
Pa3IMYHBIM UCTOYHUKAM (PUHAHCHPOBAHUS JJISI CHU-
KEHUsSI PacXoJ0B IO BHEIPCHHIO MHHOBALMOHHOU
MPONYKIHH; OCYIIECTBICHHE 0TOOPA IMPOEKTOB, TPe-
Oyromux cyocuanii; GopMUpoBaHUE CHCTEMBI MO -
FOTOBKM  CIEHHAIUCTOB [UISi HHHOBALMOHHOW
cheprl, koTOpas B JampHEWIIEeM JOJDKHA OBITH MMO-
CTEICHHO MHTETPUPOBAHA B MEXKIYHAPOJIHYIO CHC-
TeMy; CO3JaHHE TOCYZapCTBEHHOTO HAayYHO-METO-
JUYECKOTO IICHTPa Pa3BUTHS MHOTOYPOBHEBOH CHC-
TEeMBI MMOATOTOBKH CHEIUATHCTOB B Chepe WHHOBA-
nuit; GopmMupoBanre 0ObEKTOB MHHOBAIIMOHHOW WH-
(bpacTpyKTyphl, HalpuMep, KOHCOPIIMyMa, OCHOB-
HOH 3amadyeil KOTOPOTO JOJKEH OBITH MOWCK U pea-
JU3aIus KPYMHBIX WHHOBAIIMOHHBIX MPOEKTOB, CBSI-
3aHHBIX, KaK NPABHJIO, C HCIIOIB30BAHHEM HOBBIX
TEXHOJIOTUH.
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Kiouesvie cnosa: THHOBaIMOHHOE MTPEANPHHAMA-
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CTBO, METOJIBI aHANN3a, MMOKA3aTeNH, (PaKTophl, HCTOU-
HUKYU (pUHAHCHUPOBAHUS, IPEATIOKCHUSL.

Drachuk Yu. Z., Trushkina N. V. Development
of Innovative Business on Principles Public-Private
Partnerships

In the paper performs the SWOT-analysis of inno-
vative business in Ukraine. The major indicators of in-
novative activity in Ukraine are analyzed. The factors,
that inhibit the activation of the functioning of small and
medium enterprises in innovation, are investigated,
among which: insufficient infrastructure to support in-
novative entrepreneurship; insufficient budgetary funds
for scientific and technical sphere; the lack of venture
capital and the underestimation of the stock and mecha-
nisms; insufficiently stable financial condition of enter-
prises; a weak stimulation of the development of inno-
vative financing of non-state (lack of venture financing);
administrative barriers (according to foreign experts, to
8% of revenue spent by entrepreneurs on overcoming
administrative barriers); lack of an integrated legal sup-
port of innovative entrepreneurship; lack of motivation
on the part of entrepreneurs for using the results of sci-
entific research budget in innovation; lack of effective
development of innovative entrepreneurial environ-
ment; insufficient level of innovation culture; limited
access to information innovation environment; lack of
support for small innovative businesses at regional
level.

The results of this research suggest the need to ad-
dress the major challenges for the development of inno-
vative business in Ukraine in the contemporary econ-
omy. Among them: creating an enabling institutional,
structural, legal and other condition for the development
of innovative entrepreneurship in the industrial sector
and the service sector, including through the extensive

use of technology «single window»; formation of an ef-
fective competitive sector of innovative business based
on strategic relations with big business, synergy with
governments at the regional and local levels; the accel-
erated growth and sustainability of innovative entrepre-
neurship by improving the development and support of
small and medium-sized enterprises, strengthening the
role of innovative entrepreneurship in the gross regional
product in terms of intensification of regional develop-
ment in Ukraine, improving the quality of life in cities
and regions.

The proposals to enhance the development of inno-
vative entrepreneurship as the effective form of public-
private partnership in Ukraine are developed. To im-
prove the situation in the innovative business in the short
term expedient implementation of a number of the fol-
lowing activities: analysis of the actual state of develop-
ment of innovative business; increase in the number of
small enterprises in innovation, as close to the standards
of building an innovative economy (60-80%); creating
the conditions for small businesses to reduce costs by
introducing new products to improve competitiveness;
ensure access of small innovative businesses to various
sources of funding in order to reduce the costs of the in-
troduction of innovative products; implementation of
the selection of projects that require subsidies; for-
mation of a system of training for the innovation sphere,
which in the future should be gradually integrated into
the international system; the creation of the state of sci-
entific and methodological center of a multi-level sys-
tem of training specialists in the field of innovation; for-
mation of innovative infrastructure objects, for example,
a consortium whose main task should be to find and im-
plementation of large innovative projects related, usu-
ally with the use of new technologies.

Keywords: innovative entrepreneurship, small
businesses, revitalization, development, effective form,
public-private partnership, methods of analysis, indica-
tors, factors, sources of funding, proposals.
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PARADIGMATIC BASICS OF STRATEGIC MANAGEMENT

In recent decades, the demand for strategic man-
agement dramatically enhanced. Separate individuals,
households, companies, municipalities, regions, multi-
national companies, government and supranational
structures create your own strategies. For instance, the
international standard ISO 9001 indicated the need for
setting goals of the organization from top management
(5.4.1 of ISO 9001: 2008). According to this standard at
the beginning of 2015 more than 1.1 million companies
has been certified [1]. In fact, strategic management, or
at least some of its elements have become a universal
attribute of management, which leads to the relevance
of the study of this problem, especially in the transition
to a post-industrial society and the postmodern logic.

Science-based approaches to strategic management
were laid down in the second half of the twentieth cen-
tury [2, 239]. This theme is actively studied by famous
scientists, among them R. Ackoff, 1. Ansoff, H.
Mintzberg, Porter, P. Krugman. As result, over the past
half century, number of schools that have specific dif-
ferences and characteristics were formed [3].

However, there remain a number of unanswered
questions. Why strategic management, as a science-
based discipline and a common practice, haven't arisen
in the past? For instance, in ancient times or times of the
Enlightenment when the logic of positivism became
common rule in all life areas. How belief in God or the
perception of space and time influenced the formation
of strategic management? Thus, there is available, the
unresolved problem of the influence on the formation of
world outlook paradigm of strategic management and its
further development in the framework of the postmod-
ern and the transition to a postindustrial society logic.

The purpose of the article is to show the influence
of modernist paradigm on the formation of strategic
management and the possibility of changing it according
to the logic of postmodernism. The strategy in this paper
is defined according to the logic of modernity, as "de-
scribed way of converting existing reality in long term
target reality" [4, p.39].

The modern structure of the strategy is almost can-
onized, and includes the following elements: mission,
vision, values, strategic goals and plans of the imple-
mentation goals, implementation risks. Standardization
experts say: "despite the fact that none of these standards
are say on the mandatory formation of the mission, the
vision (of the future) and the strategic plan of the organ-
ization, the majority of companies are de-
veloping these documents" [5, p.198]. Thus, it can be
argued that the development of the mission, vision and

strategic plan is not a special case for some large com-
panies, and it is massive activity.

The mission is the ontological element of strategy.
It gives answer for the question, “What for (why) is the
organization exist?"

The vision and goals reflect the space-time side. It
gives answer for the question, “Where is organization
plan to be in the future?" The risks of the strategy de-
pend on goals and reflect measure of deviation from
them.

Values characterize the ethical component of the
strategy. It gives answer for the question, “What are the
moral and ethical conditions correspond to the organi-
zation's mission and goals?”

The subject of strategy is organization which im-
plementing the strategy. Strategist is a subject of strat-
egy formation.

The object of strategy is internal and external envi-
ronments of organization.

Epistemological component manifested at the
stage of the strategy, and characterizes interaction strat-
egist with environment.

Therefore, any strategy can be presented in the on-
tological-epistemological and spatiotemporal context
according to premodern, modern and postmodern para-
digms. It’s allowed evaluate the strategy formation
through the interpretation of categories such as subject,
object, space, time and their relationship. It should be
noted that these paradigms cannot fully considered in-
dependently from each other. The premodern and post-
modern are comprehended according to logic of moder-
nity. But each of paradigms can be associated with a cer-
tain type of society, geographical and time bounds (Ta-
ble 1) [6, p.26].

As shown in table 1, the formation of strategic
management be located on border of transformation hu-
man civilization. And 9 from 13 classification types
point to this. Each type of society has own philosophical
paradigm.

A common set of markers that characterize the par-
adigm in the context of strategic management elements
and the factors influencing them, is given in table 2.

Within the logic of premodern era (Indian reli-
gions) object is identical to the subject and his cognition
through analysis is not provided. For instance identity of
the object and the subject can be shown as the possibility
of transformation of man into a tree or a deity. It does
not involve any physical activities and physical effort on
the part of the subject, but only his contemplation. As a
result, creation a strategy in the ontological-epistemo-
logical context doesn't have sense.
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Table 1
Social stages in the history of human civilization *
Chronology
B.C. | AD.
25M 8000 3500 500 0 500 1500 1750 1914 Y1970 2000 +
Traditional Society Modern Society Postmp dern
Society
. . Industrial Postindustrial
Pro-Industrial Society Society Society
oL . . . Industrial Knowledge
Primitive Society Agricultural Society Society Society
o . . . Industrial Information
Primitive Society Agricultural Society Society Society
o . . . Industrial .
Primitive Society Agricultural Society Society Network Society
o . . . Industrial Ecological
Primitive Society Agricultural Society Society Society
o . . . Industrial . .
Primitive Society Agricultural Society Society Risk Society
G&H** | Horticultural Agrarian Agricultural . .
Society Society Society Society Industrial Society
G&H Horticultural Pastoral Agricultural Industrial Societ
Society Society Society Society U Y
G&H Pastoral Agrarian | Traditional Civili- Industrial Societ
Society Society Society zation Society Y
Primitive Socict Slavery Feudalism Capitalism Socialism
Y Society Society Society (Communism) Society
G&H So- | Horticultural Pastoral Agricultural Canitalism Societ Postcapitalism
ciety Society Society Society P Y Society
G&H So- | Horticultural Pastoral Agricultural Industrial Postindustrial
ciety Society Society Society Society Society

* The table is based on sources [6]
** G&H — gathering and hunting

V — time formation of strategic management from 1950’s to 1960°s.

Given the cyclical and closure of the time impossi-
ble the formation of goals to achieve them in the future,
because the future as such in our usual (linear) under-
standing is not existing. It can be assumed that such a
worldview initially appear due to the agrarian basis of
the economy, when the whole life is subject to changing
of seasons, and you can easily argue that a generation
later everything will be as before. Accordingly, the for-
mation of a strategic plan for the long term is absurd,
and impossible manage development of organization
taking into account the strategic perspective.

As part of the creationism logic God determines
ontological essence of any organization. Forming their
own unique missions by companies, organizations and
institutions would be seen as heresy against God. So
these attempts could not have a mass character. How-
ever, it should be noted that it is theoretically possible
formation of mission in the context of God's purposes.
Accordingly, the subject-object relationship in the de-
velopment and implementation of the strategy is pos-

sible only with the direct "participation" of God. Direct
implementation of the strategy is impossible.

In the understanding of "time" category is inter-
rupted circular closure. Time takes the form of a vector
that defines the movement from the "creation" by God
to the time of "Last Judgment". The organization cannot
deviate from this direction. The general vector of devel-
opment for the organization is set by God. So "vision"
of the future destined outside the organization.

Therefore, the formation of the strategy and using
"management by objects" does not fit creationist logic.

Only the transition to the modern era creates the
conditions for the formation and mass use of strategic
management. Industrial society subjugates agricultural
and secularization leads to the alienation of God func-
tions in the direction of individuals and organizations.
Ontological monopoly of God is destroyed. Physicists
have proved that creation of World begins from the "Big
Bang." Objective reality is perceived as reality without
God and subject can cognize it directly.
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Table 2
Key features of philosophical paradigms for the formation of a strategy *
Premodern (Abra-
. Premodern (In- . . .
Paradigm . . hamic religions; Modern Postmodern
dian religions) L9
Creationism)
. S . . . Postindustrial,
Type of society Prehistoric, agrarian Agrarian Industrial knowledge, risk
Entity From From the "Big | Not defined (cannot be
. - From God " i
(ontological aspect) nonexistence Bang determined)
Object A copy W.lt}.l inter- | A copy w%th exter- Original A copy without origi-
nal original nal original nal
. Inseparable from | Aimed at cognition :l:he. 1nd1v1dua} as .
Subject . epistemological | The existence of the
the existence of God . we o
Robinson» subject" and "object

The subject-object

The subject recog-

The subject rec-

is called into question.

"spirit")

relationship The subject is iden- . . ) . Only the text and con-
5 . . . nizes the object | ognizes the object .
(Epistemological tical to the object . text exist.
through God directly
aspect)
) . L1n_ear (from "'[he Linear, continu- | Nonlinear, set of trajec-
Time Cyclically creation to the "Last . . . .
" ous, irreversible tories, reversible
Judgment")
Live (each item cor- . .
Space responds to the Make alive by God Dead (mechanis Virtual (can be con

tic model) structed)

* The table is based on sources [6] and the author's own development.

The "arrow time" goes to infinity because offensive
"Last Judgment" is replaced by "the heat death of the
universe" and is postponed indefinitely in the distant fu-
ture.

This is a set of philosophical presuppositions cre-
ates conditions for the formation of strategic manage-
ment. The realization of this possibility has been started
at the period of the emergence postmodern logic, or
watching from the other side at the time of "sunset" of
the modernity logic. A lot of organizations are finding
the strength to predict and program their future only
when the modern paradigm is completely covered by a
retrospective glance. At the same time functioning of so-
cio-economic system is becoming fully understandable
not only in theory (mechanistic Newtonian), but in prac-
tices of management at the micro and macro levels.

The chronological gap between the appearance of
the basic ideas of the modern era and the emergence of
industrial society is at least 100 years, and if you count
from the time of early modern ("New Time") is about
250 years old. Thus, it is difficult to predict how the
logic of constructing postmodern translates into eco-
nomic life in the future. It is already clear that it will be
quite difficult to implement the theoretical basis of post-
modern in strategic management. High complexity of
the mission formation arises because of the ontological
specificity of the postmodern. The uncertainty of the
subject and the object makes it impossible to conduct a
classical strategic analysis, formulation and implemen-
tation strategy. Features of the definition of the space-
time continuum, as a virtual space with a variety of tra-

jectories and the reversible time, are blocking formation
of the vision and strategic objectives of the organization.

However, given that the practical transition to the
logic of modernity cannot fully take place. So in the
foreseeable future the transitional forms will be domi-
nate and we can only suppose some of trends in strategic
management.

Lack of opportunity to formation mission in the
postmodern logic, cannot be regarded as an insurmount-
able obstacle to the further use of strategic management
in practice. However given the role of the mission as the
main tool of motivation of the personnel from it is not
necessary to give up. Here it is advisable to apply the
classical logic of Descartes: "I think therefore I am" (7,
p.317], and uncover the ontological role of the organi-
zation through epistemological activity. We can make
universal purpose of the organization like changing or
formation virtual space and discourse, and the "vision"
as the direction of these changes.

Virtual space could be constructed by strategist in
much more greater scale than the real space. Therefore,
initially the organization should not be reflect environ-
ment, it must form it to achieve success. This is corre-
sponds with the concept of "blue ocean" [8]. Only pos-
sibilities for the formation these "blue oceans" is much
more because of fundamentally new market niches. For-
mation of discourse in global scale lifts restrictions from
"weak" starting position of the subject of the strategy,
and creates preconditions for overcoming the strengths
of competitors. Thus, the subject (organization) during
realization of strategy not aimed on specific object
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(users of strategy), but in aimed on the formation dis-
course, which also changes the potential object (con-
sumers and other interested parties) and the subject itself
(the organization).

Summing up the results can be demonstrated that
only a modern logic allows generate full strategy in the
usual form for business (table 3).

Table 3

The possibility of formation of strategy in the context of the logic of world view paradigms

Paradigm
Element strategy of the Premodern (Abra-
organization Pr.emode.rrol (In- hamic religions; Modern Postmodern
dian religions) L9
Creationism)
Mission (unique) - +/- + ?
Values +/- +/- + +
Vision and goals — + /- + +/-

Within the framework of other paradigms, such a of access: http://www.iso.org/iso/iso_survey_execu-

possibility does not exist in a variety of ways. At the
same time the least adapted to the use of strategic man-
agement is considered logic Indian religions. Strategic
management in the logic of creationism is theoretically
possible, provided the will of God is in each of the ele-
ments of the strategy. Postmodern, remaining largely the
unknown with a positive point of view, contains both
obvious limitations for the implementation of strategic
management as well as the potential for its improve-
ment.

Conclusions

1. Strategic management is a phenomenon of mo-
dernity that emerged in the sunset of its existence, which
corresponds to the beginning of the postmodern logic
formation. Organizations are able to use the holistic so-
cio-economic picture of the world for forecasting and
programming of its development.

2. Formation of strategic management in a primi-
tive and agrarian society according to premodern logic
cannot be due to differences in the ontological, episte-
mological and space-time perception of the world in
comparison with modernity.

3. Transition to post-industrial society and the logic
of postmodern forms the background for the change of
strategic management. First of all, such a change will be
implemented by changing the understanding of the cat-
egory of "space" (in the direction of its virtualization)
and the perception of the subject-object relationship of
the organization and the external environment. You can
predict the further transformation aspirations of the or-
ganization from "meeting client needs" to their for-
mation through changes in common discourse.
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CTPATeriyHoro ynpasBjiHHs

VY crarti IOCHIPKEHO CBITOTJIS/IHI MEpeIyMOBH
(hopMyBaHHS CTpaTerii Ta BAKOPUCTAHHS CTPATETiYHOTO
VIPaBIIiHHS B KOMITAHISIX, OpraHi3allisx Ta yCTaHOBaX.
Js 1poro po3risiHyTa CydacHa CTPYKTypa CTpaTerii,
SIK TIPOAYKT CYO'€KT-00'€KTHHX BiJJHOCHH B TIPOCTO-
poBo-yacoBoMy KoHTUHYYMi. ChopMyapoBaHa i J0OBe-
JIeHa TiMmoTe3a 3aJIeKHOCTI CTPATEeriYHOTO YIPaBJIiH-
HS BiJl CBITOJIIIHUX IHTEpHpeTamii HOro OKpeMux
eneMeHTiB. [IpoeMOHCTpOBaHO HEMOXKIIMBICTH 3apo-
JDKEHHS CTPATETiYHOT0 YIPABIIiHHA (B Cy4acHOMY HOro
pPO3yMiHHI) B €IOXy, IO MepeayBajia MOACpPHY, i 00-
IPYHTOBaHO HOT0 (OPMYBAaHHS B MEXKAX JIOTIKH MO-
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nepHy. CTaBHTBCS Mil CyMHIB MOXJIMBICTH aJIeKBaT-
HOTO 3aCTOCYBaHHsI CYYaCHHX IIIXOJIB JIO CTpaTeriu-
HOTO YIPaBJiHHS B paMKax MOJAIBIIOrO YKOPiHCHHS
JOTIKM TIOCTMOJICpHY, sKa Iepemdadae Ieperis
Cy0'€KT-00'€KTHUX BIJHOCHH Ta 3MIIEHHS PEaTBHOrO
mpocTopy B OiK BipTyasibHOTO. Y 3aKIIIOYHIN 4YacThHI
PO3TIISAAIOTECS  MOXKIMBOCTI  afanTaiii Cy4acHOTO
CTpATErivHOTO YIPABIIHHS JIO JIOTIKK TOCTMOJICPHY.

Knouosi crnosa: dinmocodist crpareryBanHs, cTpa-
TErisl, cTpaTeriuHe IUTaHYyBaHHS, CTPATErivyHe YIpaB-
JIHHS, MOJICPH, IPEMOJICPH, TOCTMOJICPH.

Bummnescknii A. C. IlapaagurmanabHble 0CHOBBI
CTPATErH4ecKoro ynpaBJjieHUs

B craThe nccnenoBaHbl MUPOBO33PEHUECKHE TIPE/T-
MOCBUTKH (DOPMUPOBAHUS CTPATETUH M UCTIONB30BaHUS
CTPATErMYECKOT0 YIIPABICHUS B KOMITAHHSIX, OpTaHI3a-
UUSAX U yUpexAeHHuax. I 5Toro pacCMOTpeHa CoBpe-
MEHHas CTPYKTYpa CTpaTeTHH, KaK MPOyKTa CyObEKT-
OOBEKTHBIX OTHONICHWHA B MPOCTPAHCTBEHHO-BPEMEH-
HOM KoHTHHYYMe. C(hopMyITupoBaHa U JOKa3aHa THITO-
Te3a 3aBUCUMOCTH CTPATErHMYecKOro YIpPaBICHHS OT
MHPOBO33PEHUECKUX HHTEPIPETAHN ero OTIENbHBIX
aneMeHTOoB. [loka3aHa HEBO3MOXKHOCTH 3apOKICHUS
CTPATErHYeCKOro yIpaBJICHUs (B COBPEMEHHOM €ro To-
HUMaHUM) B OIOXYy MPEANISCTBYIONIYI0 MOJICPHY H
000CHOBaHO ero (OpMHUPOBAHKE B PAMKAxX JIOTMKH MO-
nepHa. CTaBUTCS 11O/ COMHEHUE BO3MOXKHOCTD aJIeKBAT-
HOT'O IPUMEHEHHE COBPEMEHHBIX ITOIXO0JIOB K CTPATETrH-
94EeCKOMY YIPaBJICHUIO B paMKaxX JalbHEHIIEro yKope-
HEHHUH JIOTMKHM TOCTMOJICpHA, KOTOpas MpeanoJiaraet
epecMoTp CyObeKT-00BEKTHBIX OTHOIICHUN U CMEIIIe-

HUE PEaJbHOTO NPOCTPAHCTBA B CTOPOHY BHUPTYyallb-
HOro. B 3aKkimroueHun paccMaTpuBaIOTCS BOZMOXKHOCTH
alalTallil COBPEMEHHOT'O CTPATETHYECKOr0 yIpaBiie-
HUS K JIOTUKE TOCTMO/IEPHA.

Kniouesvie cnosa: ¢punocodpus crparerupoBaHus,
CTpaTerus, CTPAaTeTHUECKOE IUIAHUPOBAHHE, CTPATETH-
4ecKoe yIpaBlleHHEe, MOAEPH, IPEMOJIEPH, TOCTMOAEPH.

Vishnevsky A. S. Paradigmatic Basics of Strate-
gic Management

The article presents the worldview prerequisites for
the formation of strategy and the use of strategic man-
agement in companies, organizations and institutions.
For this there was considered the present structure of the
strategy as a product of the subject-object relations in
space-time continuum. The hypothesis about accord-
ance elements of strategic management with philosoph-
ical paradigms was formulated and proved. There were
shown the impossibility of the creation of the Strategic
Management (in its modern sense) in the era preceding
the modernity and were described its formation in the
logic of modernity. The adequacy using of current ap-
proaches to strategic management in logic of postmod-
ernism was doubted. Because this paradigm involves the
revision of the subject-object relationship and displace-
ment from real space to virtual space. In conclusion con-
siders the possibility adaptation of modern strategic
management to the logic of postmodernism.

Keywords: philosophy of strategizing, strategy,
strategic planning, strategic management, modern, pre-
modern, postmodern.
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THE OVERVIEW OF MANUFACTURED SYSTEMS MODELS

Introduction

Questions of planning and management of produc-
tion of industrial products identify key tasks for many
theoretical disciplines. A large number of works, which
devoted to the design of control systems of industrial
processes, use the mathematical apparatus of the theory
of operations research (Arrow KJ, Karlin S., Bir S.
Pervozvanskii Shkurba AA VV Bessonov VA Biegel J.
., Prytkin BV), theory of optimization (M. Intriligator,
Kempf K., Jakimovich SB, system dynamic (Fort rester
J.), queuing theory (Gross D, Harris S.) theory of inven-
tory management (Ryzhikov Y1), the theory of planning
and control production (Modigliani F., Holn C,
Buslenko NP Dudorin VI, Emelyanov SV, Mitrofanov
SP , Sokolitsyn SA, IM Razumov, Balashevich VA), the
statistical theory of dynamical systems (AA Vlasov, Ka-
zakov, IE, Krasovsky AA), the statistical theory of man-
ufacturing systems (Azar -kov NA Demutsky VP
Pignasty OM, Loktev II, Petrov Boris Tikhomirov IA,
stroke-owls VD, Armbruster D., Ringhofer C.). Prob-
lems of a common methodology modeling of complex
production and technical systems devoted to the works
of domestic and eign scientists Arrow K.J., Solow RM,
Wilson A. Vlasov VA, VM Glushkov, E. Goldratt,
Zhang VG, LV Kantorovich, Letenko VA, Razumov IM
Sokolitsyna SA, G. Haken, Shananina AA, Shkurba VV
.. The application DES-, TQ- b Fluid-models in the de-
sign high-performance systems of control of production
lines addressed in the works of Cassandras C., Heymann
M., Hopp W, Eekelen J., Ramadge P., Roset B., Wardi
Y., Wonham W., Buslenko NP, Bragin KA, Lysenko
Yu, Rumentseva NV. We used mathematical models for
decision administrations, design and technological deci-
sions in conditions of uncertainty are devoted in the
works of Buzacott JA, Harrison J., Shanthikumar JG,
Bessonov VA Dudorina VI, Yermolyeva YM, Zaruba In
1., Zarubin BC, Ivanilova IP, Leontyev VV Lot's AV,
Novikov DA, Prangishvili IV, Redkina AK, AK Tikho-
mirov, Tikhonov AN

Model of the strategic development of the enter-
prise is determined by the demand for manufactured
products, directly. Industrial development has access

during the production cycle to a limited set of techno-
logical resources, produces per unit of time, a limited
count of products, determined the production capacity
(effectiveness using technological equipment) [1].
Competitiveness of companies is largely characterized
by the amount of output per unit of time, the duration of
the production cycle and the volume of work in produc-
tion (WIP: work in process or in-process inventory)
[1,2]. There are taken like basic parameters of the model
in the most works. Objects of labor, are in progress pro-
duction, distributed along the process route. This distri-
bution is determined by the dynamic of incoming items
of work in the first process step and the output of fin-
ished products with the latest, non-uniformity of pro-
cessing time and resource limits for each process step
[1,3,4,5,6,7]. Optimization of parameters of control sys-
tems of production lines has led to the emergence of two
interrelated problems of planning and production man-
agement. The direct problem consists in the over-esti-
mation of the duration of the production cycle and pro-
duction capacity of the system depending on the amount
distributed along the route technological items of work
[8, ¢.4591]. The inverse problem is to determine the re-
quired number of items of labor in progress its distribu-
tion along the process route for the production of fin-
ished products with an intensity in a predetermined time.
To solve these tasks, use different models of controlled
production process’, the main characteristics of some of
them are listed below.

Discrete-event model of the production process
(DES-model) [1,9,10].

Currently, in the design of control systems of pro-
duction lines are widely used discrete-event model of
the controlled process (Ankenman BE, Bekki JM,
Fowler J., 2010) [9], based on a detailed simulation of
the transfer of technological resources on the subject of
work for each piece of equipment the production line.
Uzsoy R. (2011) [10], Kacar N. (2012) used the DES-
model for description of the production line for infor-
mation about the status of objects of labor along the
technological route. The error of models is identified
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factors associated with the choice of the time scale plan-
ning. Using of DES- models planning production with a
detailed graphics loading capacity utilization in the time
allowed us to obtain the dependence of finished prod-
ucts from the distribution function objects of labor at
technology operations (Lu S., [11]). Dispatching rules
(Shkurba VV, [7]), describing the management strategy
to regulate the appearance of discrete beginning and end
of the treatment of the subject of labor at each pro-
cessing operation. More difficult planning algorithms in
the construction of dispatching rules optimize produc-
tion cycle and the rate of motion of the objects of labor
along the technology route (Lasserre J. [12]). Exacting
corresponding DES-model real manufacturing process,
can be arbitrarily high by detailing-description of the
technological operation and increasing the number of
repetitions of numerical experiment [13], it is theoreti-
cally limited accuracy of the computational scheme. The
cost of machine time required for calculations (4 GHz
processor frequency) million iterations of DES-model
(Berg R., Lefeber E., [13]) for a party of 10 thousand
details moving on technological route, consisting of 20
manufacturing operations range from a few hours to a
few days [14]. At the same time, the required range of
planning for systems control the parameters of the pro-
duction line of modern production enterprises should
not exceed a few minutes [15, p.7]. The next problem
discrete simulation is due to the fact that pro-process
transfer of technological resources on the subject of
work as a result of techno logical operation is stochastic
[8, c.4589]. Random is as a time of executing of techno-
logical operations and the amount of resources trans-
ferred to the item of labor. The duration calculation ex-
ceeds the required period of planning, stochastic pro-
cess, transfer of technological resources on the subject
of work and the lack of a final functional relationship
between the parameters of the production line produc-
tion line is not possible to effectively to use DES-model
as a management tool parameters of modern industrial
production line. DES-model which use to describe pro-
duction systems, for example, to simulate the production
lines for the production of semiconductor products [16],
are "relatively slow" [8, c.4589], which does not allow
to use them effectively to build systems of managing,
and planning production.

Models of queuing theory (TQ-model) [1,5,17,
18] are widely used to describe the production lines in a
steady state. For higher-performance computing is
achieved by the transition from a discrete description in
reference to the continuous work items described using
average features. In terms of computing resources
model of queuing theory [17] for stationary modes of
operation of production lines are more efficient than
DES-models that allow you to present analytic func-
tional relationship between the stream parameters of the
model. Dost exactly well represented TQ-model produc-

tion lines in the works Buzacott JA, Shanthikumar JG,
Chao X., Hopp W1J [18], Lefeber E. [19], who focused
their attention to the mutual relationship between the du-
ration of the production cycle of manufacturing a kit of
parts and the number of items of work in interoperable
storage devices. The line of products waiting to be pro-
cessed, is a not finished work (WIP) in the production
system. Reasonably accurate estimate of output param-
eters could only be obtained for the steady state opera-
tion of the production line, consisting of a small number
of process operations. The constant presence of process
in the operation of the production line requires utiliza-
tion of the more advanced non-stationary models, result-
ing in a significant withdrawn time accounts and to the
absence of evident functional relationship between the
parameters of the production line, [14]. In describing the
transition of unsteady processes TQ-models lose their
advantages over the DES-models. Using of TQ-models
for transients leads to excessive complexity of the task.
A significant limitation of their use is that modern pro-
duction lines consist of a large number of technological
operations. As a rule, used cross-sectional models of
queuing theory. Two-moments models that take into ac-
count this very dispersion of processing parameters ob-
jects of labor, to describe the production lines practically
do not occur due to the complexity of their construction.
Another limitation to the use of TQ-model is the fact that

the basic formula derived for steady state (Z-—>°°),
which automatically implies the fulfillment of equation
A<u (2), where A - the intensity of the receipt of
objects of labor for processing; 4 - the intensity of the

treatment of the subjects of labor.
In fact, for most of the production lines with the
final production cycle of inequality 4 > g that prevents

the use of well-developed apparatus of queuing theory
for steady processes. The solution of these problems
leads to high dimension of the problem, cumbersome
calculations, requires considerable computing re-
sources.

Models of fluid production processes (Fluid-
model) [6,20,21].

A wide class of description controlled manufactur-
ing processes include the transfer equation. This class is
effectively used to describe the time-dependent pro-
cesses, mainly deterministic manufacturing processes.
Traditionally differ two approaches to the representa-
tion of the flow of technological objects of labor along
the road. The first approach is the aggregation of items
of work over the states [21] and in the following con-
struction of the transport equations, the second, more
common in the representation of the flow of products in
a continuous fluid (Fuid-model, Forrester J., 1961, [6] ),
which are used to describe the transport equation. Con-
ceptually discrete Fluid-model are m-th work place in
the network cater for mass in the form of m-th storage
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tank and the valve between the (m-1) th and m-th accu-
mulate governing with the intensity u, , of the move-

ment of objects of labor between them (Kefeli, Uzsoy,
Fathi, Kay, 2011) [1]:

dq
dt

where ¢, - work in progress (WIP) backlog before the

=u, —u,, m=1.M, p, =\, (1)

m-th technological equipment (queue length), g - the
rate of processing of items of work on m-th process
equipment, [, =A — the intensity of the receipt of the

objects of labor in the first process step. Sampling of
model due to convenience of relationship of equations
of model with the specific parameters of stream site
technological route of production line:-fabrication back-
log in the storage ¢, , processing rate of the subject of

labor in the current g, and previous section g, , . Equa-

tion (1) Fluid-models are continuous in time and dis-
crete in the space, describe N the spatial parts of the
stream of objects of labor. A set of ordinary differential
equations (1) represents the time evolution of the queue
length of the objects of the labor, can be represented in
the form of equations Forrester (1961) [6], simulate the
flow of items of work on technological route with dis-
cretely located manufacturing equipment. Stages of pro-
duction disregarded as a change of continuous variables
describing the state of the objects of the work in the
technological space of states. Unlike a real fluid, states
do not describe the physical space and indicate the de-
gree of finishing parts or stage of production. As a vari-
able that determines the position equipment in the cal-
culation of the production lines often use variable ¢

(m) represents the path that passes the subject of work
as a result of treatment with an initial machining opera-
tion to the current technological operations at the gen-
eral length of the process route D (m) [22 ]. At the same
time as the change, which determines the rate of pro-
cessing of objects of labor along the process route is
taken velocity (m / h) movement of objects of labor on
technological route production line (for conveyor lines -
the velocity of the conveyor). The system of equations
of the model (1) is represented as:

d
q(#cm)=u(t,cm_l)—“(“cm)’

If the count of technological operations in the tech-
nological route M >> 1 (M =10° [14], M =250
[8], M =300 [23, s.445]) for building systems of
control of industrial processes use Fluid-model (1), (2)
becomes ineffective . Fluid-models lose advantages
over TQ-models. However, the fact of having a large
number of technological operations M >> 1 allows Im-
plemented twist limit as ({, — AL, | )=A¢ << D to

the representation of the system of equations (2) in the
form of non-stationary continuum (continuous coordi-
nate space) model of line [8, c.4591]:

w5 =g, )+ 2D A to(ag,?)
¢=C,

g

+0(AL,,), m=1.M ,(3)
t=t,

Ip(,0)
ot

_ o9

6=t ac

where p(2,C,) = Q(t’q"%c [1.21] - average density
of objects of the labor-process backlog ¢(z,{,) m-th

technological operation for the area of technological
route | ¢ ], #4(0) = A . The function u(t,{) is set,

determines the rate of work of individual sections of the
production line. The fact that the production processes
are not fixed and stochastic makes it difficult for using
Fluid-models in the systems of control sharpen-govern-
mental lines require their further improvement. Another
feature of the model is that the equation (3) must be sup-
plemented by the equation of state, defining function
U(t,¢) . The foundation for the construction of the equa-

tion of state is a furnish detailed interaction of objects of
labor with technological equipment. This led to the need
to use to build the equation of state DES-models with all
of the above-described disadvantages. The use of empir-
ical dependence defining function (z,{) for time-de-

pendent transient it turned-were futile because of the
complexity of construction and lack of precision be-
tween numerical and practical results [6].

Along with the calculation of the quantitative dis-
tribution of the objects of labor along the technological
route at a given in the time the intensity of incoming or-
ders ££(0) = A and the rate of production of finished

products (D) =p,, of interest to the task determina-

tion for each technological process of stock level of dif-
ferent types of raw and materials needed to ensure the
smooth running of the production line. This task of pro-
duction planning in the classical formulation is formu-
lated by Modigliani and F. Hohn F. (1955) [24] defines
a template for intensive rate resources required for exe-
cuting technical operations. The model of production
proposed by Modigliani F. and Holn F., provided at dis-
crete points in time, coordination the various parts of the
production with raw material suppliers and consumers
of the finished product. Total consumption of resources
for technological operations sharpen-term lines associ-
ated with discrete moments in the time separated by pe-
riods of planning. It is possible to use simplified re-
strictions that give imprint on the behavior of resources
in the aggregate model of optimization. Proposal app-
roach is dominant in the scientific literature over the ten
years [15]. However, having ignored the limitations
when aggregating narrows the scope of the models
(Johnson LA, Montgomery DC) [25], (Vo8B S., Wood-
ruff DL).
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Models using the function of wait [26].

When setting targets production planning raises the
question of the extent of time of planning. Despite the
fact that the production planning is carried out at dis-
crete moments of time BPE to time, in fact, plans are
generated in continuous time in accordance with the re-
ceived orders. In this regard, Schneeweiss S. (2003) [27]
suggested as the equation of state of the production sys-
tem to use the function of wait periods of incoming or-
ders and the parameters in the model is planned of pro-
duction at discrete points in time. Under steady-state
conditions, the expected duration of the production cy-
cle is a nonlinear function of the use of resources
(Buzacott JA, Shanthikumar JG [26], Hopp W [18]).

For the construction of nonstationary wait func-
tions proposed to use discrete Fluid-models. Discrete
Fluid-model of the managed process of "one product —
one technological resource" is presented in the form of:

I,=I_+R-D, =1 +X,-D, X, =R, (4

where /, is the number of the finished product for

aperiod of planning At,, ¢, =¢,....t;, R, is the number
of the material entered in the period A¢,, D, and X, —
the demand for products and production volume for the
period At, . The balance equation (4) corresponds to the

simplest type of function of wait (cycle time is much less
than the planning period). It is assumed that the incom-
ing material to be processed in the period A¢, available
for use in the finish of the period. Because of the short
duration of the production cycle 7, T, << At, the ma-
terial is recycled for a period A¢, and work in progress
(WIP) can be neglected. When the duration 7, exceeds
the number of scheduling periods, quantity of products
for the period of planning /, becomes dependent on the
number of work in progress. Volume production X,
for the period At . related to the number of material
R Lo enrolled at a time At¢ L L=123...
I,=1,+X,-D,=1_,+R_,-D, X,=R_, .5

Balance Equation (5) widely used in the material
requirements planning MRP-industrial systems (Voll-
mann, TE, 2005) [15], (Vob S., Woodruff DL, 2003)
[28]. Although there are models (Hackman ST, Leach-
man RC, 1989) [29], in which the terms of delivery of
technological resources are equal to the fractional num-
ber of periods of planning, overall, both for the theory
and for industrial practice, is the assumption that the
time of delivery is the whole the number of periods of
planning. Most of the models impose restrictions on the
type X, < C, of the maximum output X, for the period

of planning, where C, — the maximum power output. At
the end of the period ¢, production system has a level of
work in progress:

i+L

W, = Z R -> X, (6)

n=i-L+1 n=i+1
Material received in the period ¢, stays in the sys-

tem during time-interval Az, =(#, —¢,_, ) . The common

point of view on the use in the discrete Fluid- models
MRP-systems of capacity constraints led to a task of lin-
ear programming:

N
(h-I,+0;-R)—min, [, =1, +R,_, - D,

i
i=1

R,<C,R 20,1320, (7)

i-L —

where 7, — the cost of the unit where the work in pro-
gress, o, — cost per unit of production of resources
used at the time ¢, .

Hopp W.J., Spearman M.L. [18], based on a de-
tailed DES -model of the interaction the individual items
of work with equipment, presented during the interval
of the planning A¢, the dependence of productivity on

the production line, the intensity of the receipts of the
needed for processing technological resources. Thus Liu
J., Li C,, Yang F., Wang H., Uzsoy R. [10] point to the
need to use to solve the problem of large resources of
computer time. For in-depth detailed study of sidered
problem requires higher processor (Kacar N.). Applica-
tion of these models give good agreement between the
theoretical and practical information in the description
of the quasi-stationary production processes. However,
their ability to describe the non-linear relationship be-
tween the rate of motion of the objects of labor on tech-
nological route and duration of the production cycle at
the intensive using technological resources is doubted
[14].

The main problem in determining the extent of the
time Az, =(#,—t,_,) is that the system of planning and
management of production 7, >> At requires an as-

sessment of the consequences the impact of decisions on
the status of the parameters of the production system.

When using fixed intervals A¢=(z,—¢_, ) are ignored

effects fustic within a period of planning. Achieving
maximum capacity generator interoperable backlog
within the period of planning resulted in the setting of
production line, which limited the volume of production
X, for the period At, .

Model-driven production processes
clearing function [30,31].

The presence of repetitive tasks of production plan-
ning and control, for solution which used different mod-
els or their combinations, led to the idea of creating a
unified theory of optimization of production systems in-
line with the way the organization of production, for the

using
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construction of which Graves SC (1986) [30], Kar-
markar US (1989) [31] proposed to use as the basic pa-

rameters of the state of the capacity [X] o, Of the pro-

duction system, the volume of work in progress W and
the length of the production cycle T,. To describe the
behavior of the system parameters, Karmarkar US en-
tered the equation of state [x] o, = P@(W) that specifies
the relationship between capacity and volume of work
in progress, which called clearing-function [31]. Clear-
ing-function can be defined for a group of machines,
equipment, production lines, one or more plants, includ-
ing in the single production process. Clearing function

[X] o, =@ (W) = const puts a fixed limit output pro-
duction, assuming instantaneous build-cardinality
of production, [x]CL =@(W)=a-W, a=const [30]
suggests a fixed time to produce at full capacity, which
in the presence of restriction-you start planning produc-
tion for the period At,, known as the combined clear-

ing- function (Karmarkar US, 1989) [31]. An important
class is the nonlinear clearing function used to build sin-
gle-product models:

a) TQ-model M / M / 1 queue for the steady state

[1]
u-w
1+w

x], =@(7)= , ®)

b) the fundamental diagram of model of traffic for
the stationary state

e, =@M =0 Ww-w"* ©)

¢) Model G/M/1 queue for the steady state (Mehdi
J.,1991) [1], (Berg R., 2004) [13, c.7]:

2, 2 2
W:Ca +C; . Y +p’p:£’<1'
2 1-p I

Where ¢} and ¢’ represent the standard deviation

(10)

of the admission requirements on products and time of
processing, A — the rate of processing of objects of la-

bor A —in-flow of objects of labor intensity in the first
process step [1]. Model G/ M / 1 queue for the steady
state (10) is a development for model (8), the movement
of objects of labor on technological route to the serial
LAYOUT -technological equipment. Berg R. pointed
out that the steady state model (10) is provided under the
condition p<1 [13, c.6]. WhenA — u inter-operating

backlogs infinitely large (W —o), and if A > 4 equa-
tion (10) can not be used as it is assumed in its derivation

p:(ﬂ/ /a <I. The solution (10) with respect to p<1,
described in [1]:

O+ HE ) ()
- A

2 2
Ca + Cts‘

at C= >1 (11)

If c—>1 the model M / M / 1 queue (8) is the lim-
iting case of the model (10):

lim ' =
el p (W+1) ’ ICIL'I} [Z]CL

Asmundsson JM (2006) [32] proposed distributed
AC-functions (allocated clearing function) to simulate
multi-product lines. AC-function are assuming that pro-
duced aggregate product, aggregating a technological
resources for the production of individual products. An
alternative approach is the representation of clearing-
function as a sum of clearing-functions of individual
products. Experimental data indicate that satisfactory re-
sults using AC-functions for products similar in nature
consumption of resources. Intensity in consumption of
resources at the same time expressed in units of pro-
cessing time [1]. However, if the model of transport re-
sources for each nomenclature objects of labor are com-
plex, of the using of AC-functions does not allow to de-
scribe the manufacturing processes. Selguk B., Fransoo
J.C., Gok A.G. (2007) approximated clearing function
piecewise linear function [1], which allow to use for op-
timization of the parameters production line unit for lin-
ear programming. Clearing-function can be obtained as
analytically and as numerically using the TQ-models,
DES-models, Fluid-models of production systems or de-
termined empirically. Selguk, B., Fransoo J.C., Gok
A.G. (2007) [1] presented a methodic for constructing
transitional clearing-functions analytically. Due to the
fact that the operational information about these prod-
ucts and on the status of work in progress at the plant is
closed, in most studies in structure clearing-function in-
stead of the empirical data used TQ- and DES-model.
The exceptions are the work Haeussler S., Missbauer H.
(2012) [1], which is for the structure clearing-function
applied derived from the production line digital media.
Kacar N. (2012) used to build clearing-functions opti-
mized parameters of line. Computational experiments
related to the calculation of the parameters of the pro-
duction lines of the company Intel, showed a good ap-
proximation of the calculated and experimental data for
the established processes [1].

Despite the fact that clearing function are the best
tool for definition of instant communication between the
capacity of the production system and the volume of
work in progress, the presence of a limited number of
the parameters in the equation of state, does not allow
effectively simulate the time because of changes of pa-

u-w

1+w (12)
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rameters of the production process due to factors pro-
cessing products (Armbruster D, Kempf K., 2012) [1].
Attempts to create a time-dependent clearing-functions
limited special refinements theoretical and experimental
studies (Fonteijn J., Wienke M., 2012) [1]. As a refine-
ment Lefeber E. (2008) [20] introduces clearing-func-
tion [y], =@(W(t-7,)) effectively time of pro-

M
-1
cessing %o = Zﬂm (basic processing time) of objects
m=0

of labor on technological operations. [13] Missbauer H
(2009) attempted to expand the use of clearing-function
to transient production processes. This drew attention to
the significant dependence of the capacity of the produc-
tion system, from initial distribution of objects of labor
on technological route and the need to ensure the condi-
tions for the transition of the production system from
one steady state to another. Production processes are
stochasticity [21,33], but despite this the construction of
clearing-functions virtually no attention no paid to the
study of the stability of stream parameters of production
lines, there are no estimates of the time decay of random
perturbation of stream parameters and assess their abso-
lutely values. Research -line Intel's semiconductor man-
ufacturing products, conducted Armbruster D., Kempf
KG (2012) [1] showed that the daily stochastics pertur-
bation factors of production parameters are the decay
time from 1-2 days to a week, which requires the avail-
ability of insurance reserves and 20% of the units of the
normative quantity. The assumption that the transition
process is quasi-stationary significant limitation for the
wide application of the equation of state (clearing-func-
tion) in an analytical form, built mainly using TQ- mod-
els.

Models of production processes, using the equa-
tion in part-derivatives. PDE-model [8].

In modern literature can to identify the main three
types of models and their combination for the output
equation of state determining the relationship of param-
eters of stream of production lines. This queuing model
(TQ-model), discrete-event model (DES-model) and
Fluid-model [1]. Each type of model has its advantages,
but none of them are not suitable fully for modeling a
steady and transient operation of production systems
[13, p.2]. Existing TQ-models describe the flow lines in
the steady state [17]. Using them in the description of
transient process to excessive complexity and high costs
of computer time. DES-models are used to describe the
production lines in the transient and steady-state condi-
tions, but are discrete and need much machine time.
Fluid- models are oriented on the small number of inter-
vals partitioning process route and inear stationary solu-
tions within a given interval. The requirement for in-
creasing the accuracy of the model increases the quan-
tity of generalization, and to complicate the model due

to the increase in dimension of the system of differential
equations (1) (Kefeli A., Uzsoy R., 2011).

In the last decade in the design of industrial pro-
duction lines, using models describing the behavior of
the production system with the help of partial differen-
tial equations (PDE-model) [1,9,13,20,21]. Introduced
class of models combines the advantages of TQ-models,
DES- models and Fluid-models, much extension possi-
bilities of designing control systems production lines.
PDE-models generally are continuous, can be success-
fully used in the description of steady state and transient
modes of work of the production lines, do not require a
lot of computer time [1].

A key issue in the construction of PDE-model pro-
duction lines is the choice of the coordinate system. A
common approach is to use as a variable, which deter-
mines the place of processing of the subject of work in
the technology route, the cost S (UAH.) transferred
technology resources on the subject of work
(Dabaghyan AV, 2008) [1] (Fedyukin VK 2004)
sef0,8,] (S, (UAH) - the self-cost of manufacturing

production), effective time of processing of the subject
of work 7, (h), 7,e[0,7,] (Eekelen J., 2006),

M
(Ramadge P., Wonham W.) [1] (7,, = ZATm (h) -gen-

m=1
eral effective the time of processing of the subject of
work, Az, isthe average time of processing of the sub-
ject of work in the m-th step of process) or the degree of
incompleteness of manufacturing product X (Arm-
bruster D., Ringhofer S., Berg V., Lefeber E., 2004) [1]

Xe [091] The degree of incompleteness manufactur-

ing product X is the position of the subject of work in
the technological route, which can be represented as a
ratio of the average time Az, to its total processing
time [13, c.16]. For the object of labor, treated at the m-
th operation, can be recorded

vz Fm (Z Ark/f“ Arkj . Every time of processing
Ty k=1 k=1

m
7, =Y A7, correspondence the value of resources
k=1

S, =S8(z,) transferred on object of labor and total time
7, - self-cost S, = S(z,, ). Thus, the degree of incom-

pleteness of manufacture of the product X can be deter-
mined after a time of processing ; or cost-migrated cost
on object of labor S = §(7) . It is suitable for modeling

industrial production line with a generalized technolog-
ical resource use dimensionless variable that determines
the position of the subject of work in process flow [3].
x="n
TM

where the model of production line does not consider the
when re-nose for the structure of the labor resources
(Armbruster D., Ringhofer C) [1]. For the model of xxx

Dimensionless variable used in the case
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line, which takes into account in the result of technolog-
ical operations consumption several interrelated tech-
nological resources on the using which are the re-
strictions, the using of dimensionless variable X -is dif-
ficult. If you enter a function of the density of objects of
labor p(z,x) in the state X at time t, the total number of

objects of work, which are in various stages of readiness
is the value (Armbruster D., Ringhofer S.) [1,20,21]

W(t) = jp(r,x)dx , xe[0,1]. (13)

Since the processing of objects of labor is stochas-
tic, then in the results executing of the operation, the
subject of work may be in a non-particular state [8,
c.4544]. This allowed to record the average density of
the objects of labor p(¢,x) (pcs.) and the flow of objects

of'labor F(z,x) (pcs./h) on technological route through
the distribution function of the objects of labor

-1
f(t,r,x)over the states 7 :Afm (Armbruster D.,
Ringhofer S., 2005) [1]:

p(t.x)=[ f(t.r.x)dr » F(t,x) = jlf(t,r,x)dr (14)
0 ol
The position of the object of work in the space of
states characterized by a point with co-ordinates

(ql,qz,..,q j,..,qn) that determine the quantitative

value of the parameters of the object of labor. The state
space is used in the construction of models of multi-
threaded lines, consuming during the production of mul-
tiple resources. Using in the one-dimensional descrip-
tion of the dimensionless variable X [1,3 for the depth
study state of changing of state of the subject of labor
is difficult. On the contrary, the using of as a variable
parameter of the model S, which characterizes techno-
logical position of the subject of labor through a cost al-
lows you to apply an elaborate mathematical apparatus
of production functions [21], which allows summate re-
sources by adding their values. However, despite the
opening prospects through the using of the value chang-
ing in the state representation of the subject of work, the
vast majority of authors (Armbruster D., Ringhofer S.
(2005), Berg R., Lefeber E., Rooda J. (2008) [13]
Wienke M., Fonteijn J., (2012), Kempf K., (2012) [16]),
use PDE-model production lines with no restrictions on
the consumption of technological resources, introduce
for describing the state of the object of labor status var-
iables (r,x).

In the PDE-model flow of objects of labor
F(t,x)= p(t,x) -v(t,x) (capacity of the production
line) is represented as the product of the density of ob-
jects of labor p(z,x) and rate v(¢,x) their movement

[33]. Assuming that the defective objects of labor don’t
exist (not sources and sinks), the movement of objects

of labor on technological route satisfies the conservation
law:

0;_?:/1_# L0 =W (1) = [ p(t,x)dx | (15)

where A - the intensity of the flow of objects of
work in the first process operation, £ - output produc-

tion[1]. Equation (15) is an integral form of the conser-
vation law, the number of objects of work in the process
of processing, can be presented in the differential form

[1]:
d0p(t,x) N oF (t,x)
ot oS
The boundary condition F(z,0)= A(¢) specifies the

flow blanks in the first operation. Profile of work in pro-
gress at the initial time is determined by the condition
p(0,8)=p,(S) that characterizes the distribution of
blanks on the technological operations of production
lines. For a free flow line p(0,S)= 0. Equation (16) pro-

vides the connection in the time distribution p(z,x) den-

=0, F(t,x) = p(t,x) -v(t,x) . (16)

sity of objects of labor and rate of motion F(¢,x) (ca-

pacity of the production line) for each point xon tech-
nological route [21]. Inequality in the distribution of
work in progress along the route due to different effec-
tive time of handling objects of work on each transac-
tion. Uneven in the performance equipment along tech-
nological route determines the dynamics of changes in
the density of objects of labor that substantially affects
the capacity of the line. Models of production process,
which contained in the equation (16) take into account
the influence of internal factors on throughput capacity
and restrictions determined by the maximum-manufac-
turer of the equipment and interoperable storage capac-
ity. This allowed the PDE-models compete with DES-
models, the advantage of which is that they allow ana-
lytic form of solution and does not require significant
computation inflammatory resources. The difficulty of
building a PDE-model is determined by the balance of
the equation of the form (16) are not closed [13,21,33].
To close the equation (16) is supplemented by the equa-
tion of state. If the equation of state is given clearing

1 1
linear function @(W)= IF(t, x)dx = C,[ pt,x)ydx=c-W,
0 0

(Constant Proportion, Graves SC, 1986 [30]), the sys-
tem of equations PDE-model:

0p(t,x) N oF (t,x)

ot aS

F(t,x)=p(t,x)-c 17
admits an analytic solution. If the velocity of movement
of the objects of labor along the techno-logical route is
constant w(¢,x) =, the flow of money for items of

=0, v(t,x) = c = const

work, is stepping in time t = 0 to the first process step of
production line (17) and has a solution:
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c-pt,x) =H(c-t—x)=

Built-in model value 7=c" determines the length
of the delay between the time of receipt of raw materials
to the first operation and the time of release of the fin-
ished product. Constant speed of movement of objects
of labor along technological route exists a constant time
delay ;. Communication of flow of objects of work is
presented linearly dependency. Next PDE-model
(Lighthill-Whitham) [1] using the equation of state in
the form of a non-linear dependence of the flux density
F (p) of the objects of labor P :

2p(t,x) N oF (t,x) _
ot ox

- 5. — -y P
F(p)=p-v(p)=p v R),RSI-

0,

(19)

Widespread PDE-models of production lines con-
taining stationary equations of state. The equation of
state of production line for factory is presented by M /

M / 1-model of queue with size W(¢), parameters A,
M W (15) and the duration of the production cycle
T, =(1+W)/u for a stationary state determined depend-
ency (D. Gross, C. Harris) [17] :

ﬂz,u-W 1 A

where 7, = ——, W =——,
1+w u—Aa

W)= jp(t, x)dx -

(20)

The velocity of the objects of labor v(¢,x) and lo-
cal flow F(t,x) for M/ M / 1- model expressed in the
intensity of output [13]

2p(t,x) N oF (t,x) _ 0, v(t.x) = U
ot aS T 1w
Flt,x)= p(t,x)~v(t,x)z%;’/x). 1)

The equation of state F'(¢,x) in the integral form

for a sustainable mode of work of production line (Arm-
bruster D., Fonteijn J., Wienke M., 2012) has the form

[1]
1 _uw

F(t,W) —.([F(t,x)dx—1+ v

M/M/1 model of clearing-function (6). Attempts to
build sophisticated PDE-models of production lines,
specifying the equation of state through the using of ex-
perimental measurements at the plant, a detailed simu-
lation model or TQ-models [1]. Widely used in the study
of production lines of models:

(22)

0, t<y,
C

A =H(). 18
. s % ()= H () (18)
H
F(t,x)=D(p) A LX),
Ft,)= A : (23)
1+ p(t, x)+k- p(t, x)(1—x)
F(t,x) =k -(1-¢%"), F(t,x)=ﬂV, (24)
F(t,x) = 1 - P ),
t, x)( [t 2)dz—x- TOJ
7(t,x) = E (25)
i

who offered D.Armbruster, K.Kempf (2012) (23), J.As-
mundsson., R.Uzsoy (24), Ringhofer On (2012) (25).
7(t,x) - the time required to complete the production of

items of work which are in the step »; &, k,,k, -tech-

nological factors; M-characteristic of the maximum
storage capacity of generator.

Detailed analysis of the operation of the semicon-
ductor of production line with xxx PDE-model (solid
line) and DES-model (shading) performed Perdaen D.
(2008), Lefeber E. (2010). [1] The characteristic behav-
ior of the output stream objects of labor, calculated us-
ing PDE- model and DES-model (Lefeber E., 2010).
The principal disadvantage of methods using of the
DES-models is the extremely large number of calcula-
tions for complex production systems such as semicon-
ductor production lines [14]. It is in this area of using
PDE-models offer the highest prospects for the design
of control systems of production lines. These methods
are able to optimally combine the precision of DES-
models when using of much less productive processors
[13]. The using in PDE- models clearing-function ex-
hibit significant promise at an early stage of develop-
ment. A growing body of publications related to the de-
velopment and refinement of the equation with state for
PDE-models indicates that further development of the
approach with the using of clearing-function is not ef-
fective. We need to develop statistical methods which to
build a many moment PDE-models for transients, which
for closing is used the time-dependent equation based
on the mechanism of interaction of objects of labor be-
tween themselves and the equipment.

Kinetic models of controlled production pro-
cesses [3,21,34].

In a series of work of Armbruster D, Ringhofer S.,
Lefeber E., Kempf K. [1,9,16] presented kinetic model

158

Exonomiunuii Bicauk Jlonbacy Ne 4(42), 2015



K. V. Tubychko, V. Y. Zaruba, O. M. Pignasty, V. D. Khodusov

production lines. Armbruster D., Ringhofer S. (2004) in-
troduce the distribution function f'(x,v,t) of the ob-
jects of labor conditions characterizing the number of
details in the state » in the moment of time #. A typical
approach with which defined to the evolution of the dis-
tribution function of the objects of labor at the states, is
in the derivation of closed equations for the moments of
the distribution function. Build of PDE- models using
kinetic theory contains a hierarchical set of equations.
This allows you to go beyond the limits of applica-
bility of the quasistatic models. The proposal method by
Bogolyubov, based on the selection of a small parame-
ter, allows you to trim the number of equations at the
right level. With the using of the kinetic ap da written
equations for the first moments of the distribution func-
tion of the objects of labor f(x,v,t) (Armbruster D.,

Ringhofer C) [35, 5.819]

Ip(t,x) , 9p(t,x) v(t.x)
ot ox ’
av(t WD) iy 2D (26)
ox
,0)-v(2,0) = A(1), = 27
P(1,0) - v(£,0) = A(1) ,v(z,]) T (27)
M =—o{v(t,0)— 4 j when A<,
dt 1+W()
v(1,0)=—* when A>u. (28)

0,5+ W (¢)

with boundary conditions (27) M / M / 1 model,
resulting in steady resistant mode, where s -experi-
mental quantity. Integrating the first equation (26) with
respect to x allows us to write the equation:

all dt(”—p(z 0)-1(1.0)- (t.1) - v(t.]) =

=/1(z)-){t—lj,

Which was received by Lefeber E. (2008) [1] from
the very general considerations. It is known from prac-
tical studies that output from processing of the first
product of occurs through some time of delay relative to
the arrival time of the party processing [21]. In the tran-
sition from p(¢,x) to aggregate variables of the Fluid-

(29)

model W(t) (15) the effect of unevenly-dimensional

distribution of the objects of labor along the process
flow [5] and the availability of storage capacity con-
straints are not taken into account. The calculation re-
sults of streaming parameters of the production line, ob-
tained with the using of model (26) - (28) are closer to
the experimental data than the results of calculations us-
ing the M/ M / 1 model (8), G/ M /1 -model (1.10),
continuous Fluid-model (15) (Fonteijn J., Missbauer

15

H.), although, according to Armbruster D. (2012), a de-
tailed study of approximations associated by equations
(26) - (28), in this moment not done. Not clear there was
a question for which production systems which model is
the most successful. Most governmental problems in the
construction of kinetic models of production systems,
lies in the fact that the kinetic equation is the integral-
differential, the solution of which is a difficult mathe-
matical problem [34]. In view of the complexity of the
law of impact of equipment on the object of work, the
kinetic equation can be not written in a precise form for
the specific production processes. Even with simple as-
sumptions about the nature of the impact of the equip-
ment on the subject of labor can not obtain the exact an-
alytical solutions. In this regard, of particular im-
portance of build effective methods for the approximate
solution of the kinetic equation of the production line.

Conclusions

This review of the basic models, which are used in
the design systems of control of production lines. We
consider the application of models and restrictions
which prevent their effective use for the design of sys-
tems of control. Paying much attention to new types of
models and kinetic models, containing equations in the
partial differential equation (PDE-models). The analysis
of the use of models for the simplest cases, the function-
conditioning manufacturing production lines. The valid-
ity of the application is determined comparative analysis
of results obtained using DES-model and PDE-model
that studied. It is shown how to construct of the PDE-
models statistical methods used to describe large sys-
tems. Wherein the general nature of the statistical regu-
larities does not depend on the manner in which de-
scribes the behavior of a single object of labor. Using a
statistical approach allows to obtain closed a many-bal-
ance equations (transport equation) not from phenome-
nological considerations, but based on the laws of mo-
tion of the individual items of work on technological
route are certain production technology. Development
and using of PDF-models requires addressing: of ques-
tions: The output of non-stationary equations of state,
based on a detailed processing technology object of la-
bor given hardware circuit. 2. Construction of multi-mo-
ment closed balance models for steady state and transi-
ent unsteady modes of operation of the production line.
3. Building a two-level models control parameters of the
production line for steady-state and transient conditions
taking into account the parameters of the equipment,
scheme of arrangement of its priorities and movement
of objects of labor.
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Tyouuxo K. B., 3apy06a B. 4., Ilirnacruii O. M.,
XomycoB B. /. Orasigx Mopaesjeil NPOMHCIOBHX
CHCTEM

VY cTarTi HaBEIEHO OIS OCHOBHUX MOJIEIICH BU-
poOHUYMX cUCTeM. BHKOHAHO MOPIBHSJILHUM aHai3
PI3HUX THUIIB MOJIENEH 1 MoKa3aHo 00JIACTi iX 3acToCy-
BaHHs1. Hajgana KopoTka XapakTepuCTHKA OCHOBHHUX T1a-
pameTpiB Moxenei. JleTanbHO PO3TISHYTO MOTOKOBI
MOJIeTi 3 BUKOPUCTAaHHAM pIiBHSAHb B YaCTUHHHX
noxinaux. IlpoBenena ix xiacugikaiis 3aJeKHO Bil
BUJY PIBHSHHS CTaHy. PO3MIIHYTO OJHOMOMEHTHHUH 1
JBOXMOMEHTHHUH OIIFIC BUPOOHUYOTO MPOIIECY.

Kurouosi cnosa: PDE-Monenb, BUpoOHUYA JIiHIS,
MacoBe BHpPOOHHIITBO, HE3aBEpIICHE BUPOOHHIITBO,
CHUCTEeMa YIpaBJIiHHS, OaJlaHCOB1 PIBHSHHS BUPOOHUYOT
JiHi{, pIBHAHHSI CTaHy, TUCKPETHO-TIOII€BA MOIETb,
TEOpisi MacoBOro OOCIYrOBYBaHHS, MOJEIb PIIWHHU,
Clearing-dyHKIisi, KBa3iCTATHYHUK TMpolec, mepe-
X1JIHUH TIpoliec, CTOXaCTHYHHUM MPOIIEC.

Tyobruko E. B., 3apy6a B. 5., Ilurnacrsiii
0. M., Xoaycos B. JI. O630p Moaeeil mpoMbIlILIeH-
HBIX CHCTEM

B crartbe mpuBeneH 0030p OCHOBHBIX MoJenei
MIPOM3BOACTBEHHBIX CHCTEM. BBINIONHEH CpaBHUTEIH-
HBIIi aHAJIM3 Pa3HBIX TUIIOB MOJIeNIel 1 MOKa3aHbl 00Jia-
CTH UX NIpUMEHeHUs. JlaHa kpaTkas XxapakTepUCTHUKa OC-
HOBHBIX ITapaMeTPOB Mojieliel. JleTalbHO pacCMOTPEHBI
MOTOKOBBIE MOJIENM C UCIOJIb30BAHUEM YPAaBHEHUH B

YaCTHBIX MPOU3BOJHEIX. [IpoBeneHa MX KiaccU(HKa-
oUsl B 3aBHCUMOCTU OT BHIIA YPaBHEHUS COCTOSHHSL
PaccMoTpeHO 0THOMOMEHTHOE U IByXMOMEHTHOE OIIH-
caHue NMPOU3BOACTBEHHOTO Mpoliecca.

Kurouegvie cnosa: PDE-monens, mpou3BOACTBEH-
Hasl JIMHUS, MAacCOBOE IPOU3BOJCTBO, HE3aBEPIICHHOE
MPOM3BOACTBO, CHCTEMa YIpaBJICHUs, OaTaHCOBBIC
YpaBHEHUS TPOU3BOJICTBCHHON JIMHUH, YPaBHCHHE CO-
CTOSTHHSL, TUCKPETHO-COOBITHITHAS MOJIEITb, TEOPHS Mac-
COBOTO OOCTYXHMBaHHS, MOJIENb kuakoctd, Clearing-
(GYHKIMSI, KBAa3HCTATUYCCKUHA IPOIECC, MEPEXOIHBIN
MPOIIECC, CTOXaCTHYECKUH IpoIiecc.

Tubychko K. V., Zaruba V. Y., Pignasty O. M.,
Khodusov V. D. The Overview of Manufactured Sys-
tems Models

The article provides an overview of the main mod-
els of manufacturing systems. Here a comparative anal-
ysis of different types of models and shows their appli-
cations. In this article A brief description of the main
model parameters. The detailed analysis of the stream-
ing models with the using of partial differential equa-
tions. In this article is their classification depending on
the equation of state. We examined the cross-sectional
and two-moment description of the production process.

Keywords: PDE-model, production line, mass pro-
duction, work in progress, management system, balance
equations of the production line, equation of state, dis-
crete-event model, queuing theory, model fluid, Clear-
ing-function, quasistatic process, transient process, sto-
chastic process.
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PLANNING OF STEADY INDUSTRIAL ENTERPRISE DEVELOPMENT
UNDER CONDITION OF ENVIRONMENT INSTABILITY

Raising of problem. In the conditions of globali-
zation of the world economy an important role is played
by industrial enterprises. However existent priorities of
development and functioning of enterprises often fall
behind the requirements of modern society.

Forming of the modern economic system of
Ukraine took place mainly in accordance with exoge-
nous model, essence and the outline of which were stip-
ulated by the development of the export oriented enter-
prises, fuel, energy and metallurgical complexes. Unfor-
tunately, export expansion of these industries was not
accompanied by a technological breakthrough, the pro-
duction remained expensive, based on the use of cheap
power sources and labour. The situation became urgent
under the condition of economic crisis, and rapid fall in
demand for products. Therefore for stabilizing and in-
crease of level of competitiveness of economy of coun-
try urgent steps in the strategy of enterprises develop-
ment of all industries are needed for entering the world
market, in particular on the basis of the effective plan-
ning of their activities and development.

Analysis of the recent research works. The gen-
eral approach to planning of enterprise activities is ex-
pounded in works of foreign and home authors : A. Hen-
derson, W.Cooper, R.Dorfman, J. von Neiman, J.Riggs,
P.Samuelson, A.Charns, I.Aramonov, A.Bakhtin,
I.Bohomolov, N.Herasimov, Y.Kisliakov, W.Lihten-
stein, F. Miszoakhmedov, B.Orazbaev, V.Zviagina,
V.Surina, R.Tkachenko, O.Tsarkova, V.Chistiakova
etc.

Primary most works of authors that engaged in the
problems of development of plans of enterprise activi-
ties are based either on the experience and statistical or
normative methods of plan drafting that under the con-
dition of unstable environment can result in their inade-
quacy. As I.Prigozhin stated [1], "... it should be remem-
bered that, although we in principle can know the initial
conditions in the endless number of points, the future,
nevertheless, remains unforeseeable fundamentally ".
Therefore the problem of fundamental search of alterna-
tive methods of planning under the conditions of insta-
bility is actual, and is often touched upon in scientific
literature [2-3]; the mechanism of planning of steady in-
dustrial enterprise development requires a further study
and perfection in the context of Ukraine becoming a
competitive participant of the world trade.

The aim of this article is description of conceptual
model of planning of steady industrial enterprise devel-
opment under the conditions of environment instability.

Exposition of basic material. In the conditions of
environment instability, the primary objective of any en-
terprise is not to cease to exist, and to form pre-condi-
tions for the further perspective profitable functioning.
The main task of the modern stage of economy develop-
ment is revival of industrial production and economy on
the whole.

Steady development of the producing and econom-
ical system is investigation and description of quality of
decisions made. The mechanism of providing stability
of enterprise must be realized, foremost, by means of
strategy forming of steady enterprise development.
Steady development of enterprise is provided by the per-
manent increase of production of goods, and growth of
the volume of sales. The permanent growth of sales is
mediated by the growth of income of enterprise [2-
3].However, the increase of production and sales vol-
umes must be accompanied by the growth of efficiency
indexes of the use of all resources of enterprise.

Planning envisages the development of aims and
complex of measures, stipulating the sequence of results
achievement taking into account the possibilities of the
most effective use of resources by every productive sub-
division and organization in general. According to
aforesaid it is possible to draw the conclusion that plan-
ning is a well-organized process based on treatment of
information for the development of project in certain pa-
rameters for the achievement of definite aims in the fu-
ture. We understand under the term of the instrument of
planning a set of resources, methods, approaches the en-
terprise will be able of using for planning the activity,
defining prospects and possibilities of the organization
in the achievement of the desired results.

The task of steady development of industrial enter-
prise planning consists in planning of such influence of
management (management of enterprise) object on sub-
ject of management (subsystems of enterprise) where
the greatest amount of the aims set is achieved.

We will describe the conceptual model of steady
development of industrial enterprise planning that, un-
like other approaches, is based on the stage-by-stage de-
sign of planning process of enterprise activities provid-
ing quality transformation of enterprise as a difficult

162

Exonomiunuii Bicauk Jlonbacy Ne 4(42), 2015



T. S. Naberezhnyh, N. Y. Shevchenko

system and allowing it to define the effective trajectory
of steady development (see Fig. 1).

Prognostication of basic economic indicators (for
example, incomes, finding). An enterprise is a complex
dynamic system with changes of its parameters in ac-
cordance with factors of environment. The smooth
change of parameters will be described as a "step" ("sig-
moid") function, playback of the transition of size from
one level to other. For measuring the parameters of

"smooth transition" it is suggested to use the sigmoid
function of Boltzmann:
A —A

F(t)= 4 +2—]
I+e?
where Al and A2 are values of economic indicator of F
before and after process; t0 is a moment of time, in that
a process takes place most intensively; 1 it is a parameter
stipulating transition duration.

; (1)

PLANNING OF STEADY ENTERPRISE DEVELOPMENT

v

Aim:
Increase of enterprise management efficiency due to development and application of
mechanism of planning of its steady development under the conditions of environment
instability

v

Steady Enterprise Planning

Evaluation of Economic Stability

Vv

Prognostication of Basic Economic Inidcators
(Income, Funding)

Evaluation of the Stability Class

Forming recommendations for managerial decision making

Fig. 1. Conceptual model of planning of industrial enterprise development

At the same time plenty of processes of different
character, beginning in different moments of time and
resulting in different economic indicators certain in-
crease takes place on an industrial enterprise. Therefore
the real dependence of F (t) can be considered imposi-
tion of great number of separate transitions. In this case
dependence of F (t) it is expedient to present as a sum
(superposition) of a few sigmoid functions (mul-
tisigmoid presentation). In case of arbitrary amount of
sigmoid elements a formula for F (t) is written down in
a kind [4]:

A, —A

NS —
Ft)=4+), [m {+ﬁq,

)
p 61 —3(t
I+exp| —— ==
A,
where (Aj — Aj+1) — increase of economic indicator F in
the process of i- go of transition; tui, t«i 1 At; — ime of
beginning, completions and duration of i- go of transi-
ent. Use of constant 3 it is possible to ground that at

moving away from ty na 3t the sigmoid function of
Boltzmann practically fully goes out on a horizontal as-
ymptote (an exact calculation shows that on 95,26 %).

From the mathematical point of view determina-
tion of parameters of multisigmoid for a concrete index
after Nr of preceding years behaves to the tasks of class
of approximation. It is necessary on the known set of
points (ti, Fi) to pick up analytical expression of F (t),
that will be maximally near to this set of points, and ac-
cordingly in the best measure will describe the present
set of statistical data. In this case the set of points (ti, Fi)
are data of accounting control, and analytical expression
is searched as superpozition a few sigmoid F (t). Deter-
mination of parameters sigmoid function it is possible,
for example, to produce the least-squares method (of
MNK) [3, 5].

Example, prognostications of sizes of income and
funding on the basis of approximation presented the sig-
moid functions of Boltzmann on fig.2.
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Fig. 2. Charts of sigmoid function of Boltzmann

Defining the trajectory of development of enter-
prise thus, further logically to estimate stability of this
trajectory.

Carrying out the activity in a market environment,
an enterprise will realize a progress trend is this acqui-
sition of new quality, qualificatory stability of wvital
functions of organization, her height, that is inalienable
part of planning.

Stability of industrial enterprise is a steady-state of
enterprise in certain moment of time, characterizing the
quality and effective indexes of business processes, and
also ability of enterprise to save these indexes under act
of constantly changing environment.

The estimation of economic stability it is suggested
to execute according to a next algorithm [6-7]:

- forming of the informative field (collection of in-
formation);

- choice of standard index;

- statistical processing of data;

- setting of norms of data;

- analysis of connections between a standard index
and criteria of economic stability;

- selection of coefficients of ponderability for the
selected criteria of economic stability;

- construction of integral coefficient of economic
stability of the system;

- estimation of level of economic stability of enter-
prise;

- determination of class of economic stability.

The integral coefficient of economic stability of the
system we will present as a functional order taking into
account gravimetric coefficients [6]:

h m
ES:ZWP‘F;J_ZWM‘EI’ (3)
p=l u=l1

where F,, F,— functional criteria of the positive (stimu-
lant) and negative (anti stimulant) affecting economic

stability accordingly; wp,, wy— specific gravity of mean-
ingfulness of indexes F,, Fu; h, m— amount of indexes
positive (stimulant) and negative (anti stimulant) affect-
ing economic stability of the system (enterprises) ac-
cordingly.

Gravimetric coefficients are determined as fol-
lows:

W, = p A , “4)

where n — amount of periods chosen for an analysis; p —
amount of the selected indexes. For determination of pa-
rameter 4 in scientific literature [6] it is suggested to

use weighing methodology that is base on comparison

of chain indexes of the selected indexes F%?

it—1

, with

the chain index of standard index % on the basis
t—1

of calculations of square root from the square of differ-
ence between them:

©)

Further on the value of integral index of stability
the class of stability is determined. In a table 1 descrip-
tion of classes of stability is presented for an integral in-
dex ES.

In a table 2 presented to recommendation on plan-
ning of steady development of enterprise depending on
the class of stability, that was certain before.
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Table 1
Value of index ES and description of stability
Class of stability Value of index Description
Economic position high-efficiency. A personnel is provided with a stable salary,
Absolute steady development 0,9<ES<l the optimal terms of his labour, rest are created. Implementation does not cause a
doubt the enterprise of all obligations.
Characterized by the stable increase of technic-economic indexes within the lim-
its of the pre-arranged values. The level of social material well-being of workers
High steady development 0,8<ES<0,9 |is high with the prospects of further development. The all-round analysis of activ-
ity of enterprise shows high probability of implementation to them all contractuall
obligations.
Characterized by the even positive trend of indexes, but values of the below|
Normal steady development 0,7<ES<0,8 |planned sizes. The analysis of activity of enterprise shows acceptable probability|
of implementation to them all basic obligations.
Economic position is provided by stable technic-economic indexes. An enter-|
AV steady development 0,6< ES=<0,7 rise can hgve some d?fﬁculties vzl,ith implementation of contractual obligations.
The economic state is described by substantial gallops in characterized his in-|
Low steady development 0,5 <ES<0,6  |dexes. An enterprise can have certain difficulties with implementation of contrac-
tual obligations.
The basic elements of component support the values of indexes up-to-the-mark.
Unsteady development 0,4<ES<0,5 |Social security of personnel is not provided. An enterprise is constantly subject
to the danger of derangement or worsening of implementation of the obligations.
Greater part of indexes is at low level, there are problems in a production or pro-|
Critical position 0,3<ES <0,4  |duction distribution. There were difficulties, but implementation of basic obliga-
tions is yet possible.
Characterized by failures in industrial and economic activity, producing of prod-|
- . ucts is conducted irregularly, before produced production distribution does not
Crisis position ES<0,3 come true. An enterprise is not able independently to execute contractual obliga-|
tions.
Table 2
Recommendation
i\églel;egsf Recommendation on planning of steady development of enterprise
[1-0,8] continuation of functioning of enterprise on drawn up a plan;
increase of values of plan technic-economic indexes with the purpose of achievement of new aims.
[0,8-0,6] restructuring of enterprise, with the selection of profitable productive subdivisions;
maintenance of the folded economic connections with partners;
search of new partners for a collaboration.
[0,6-0,4] decline of unit cost;
reorganization of corresponding components or control system by an enterprise on the whole;
perfection of pricing on the produced products (to bring down prices on commodities, to attract customers);
analysis of profitability of products (to give mind on the production of more cost-effective goods).
<0,4 participating of enterprise is in the different investment and innovative programs, that gives an opportunity of the
use of privileges on taxation and crediting;
bringing in of new investors;
taking of inventory of supplies and equipment with the purpose of exposure of surpluses for realization on market
prices with the purpose of receipt of additional financial resources.
Conclusions terprise will allow to correct the business processes and

The use of the offered scheduling of development
algorithm will allow to guidance to estimate stability of
economic position of enterprise and rationally to dispose
of the resources for the effective functioning in future.
The method of multisigmoid approximation besides
possibility of analysis of aleak economic processes al-
lows with the high degree of reliability to forecast the
set economic indicator on the nearest periods. The
method of estimation of economic stability will allow to
identify the level of stability on the basis of prognosis
values. Application of the offered complex model an en-

provide the stable functioning in the future.
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Ha6epexnux T. C., lllepyenko H. 10. ILnany-
BaHHSI CTAJIOT0 PO3BUTKY NMPOMUCJIOBOI0 MiANPHEM-
CTBA B yMOBaX HecTali1bHOCTi 30BHILIHBOI O cepeno-
BHIIA

OO6roBoproeThCs MpobiieMa MOLIYKY NPUHIUIOBO
IHIIMX METOJIB TUTAHYBAHHS JISUTBHOCTI W PO3BHTKY
MiAPUEMCTBA B YMOBaX HECTaOLIBHOCTI 30BHIIIHBOTO
cepenoBuIIa. BinmideHo, Mo MporoHoBaHUH B HAayKO-
Biif JliTepaTypi MexaHi3M IUIaHyBaHHsS CTIHKOTO pPoO3-
BUTKY IPOMHCIIOBOTO ITiJIIPHEMCTBA BUMArae moaajib-
[IOTO BUBYCHHS 1 BJIOCKOHAJICHHS B KOHTEKCTI CTAHOB-
JIeHHs YKpaiHy sIK KOHKYPEHTO3/1aTHOTO YYaCHHUKA CBi-
TOBO{ TOPTiBIIi. Y CTATTi ONMCAaHa KOHIIETITyaJbHA MO-
JIeNb TUTAHYBAHHS CTiHKOTO PO3BUTKY MPOMHUCIOBOIO
MiJIPUEMCTBA, KA, Ha BIIMIHY BiJI 1HIINUX MiAXOiB, 6a-
3y€ThCS Ha MOSTAITHOMY MOJICIIOBAHHI MPOLIECY TUIAHY-
BaHHS JiSUTBHOCTI IiIIPUEMCTBA, MO 3abe3medye
SKICHY TpaHC(OpMaIlifo MiAMPHEMCTBA SK CKIAIHOI
CHUCTEMH 1 JJO3BOJISIE BU3HAYHUTH ¢(DEKTUBHY TPAEKTOPIIO
HOro CTIKOTO po3BHUTKY. [IpONIOHYETHCS BAKOPHCTOBY-
BaTH METOJ MYJIbTHCUTMOINALHOI ampoOKCHMAIT JUIs
MPOTHO3YBaHHS OCHOBHUX EKOHOMIUHHX ITOKa3HHUKIB Ha
HaiOmmkui nepiomu. Ha OCHOBI MpOTHO3HUX 3HAYCHB
MPOIOHYETHCS (POPMYBATH TPAEKTOPIIO PO3BUTKY IijI-
MIPUEMCTBA Ta 3/IMCHIOBATH OLIIHKY CTIHKOCTI 0OpaHOi
TPa€EKTOPIi.

Kiouogi crosa: mianpueMCTBO, INTAHYBAHHS, CTii-
KAH PO3BUTOK, MOJEIIOBAHHS, MYJbTHCHIMOIJaIbHI
(byHKIII{, EKOHOMIYHA CTIHKICTb.

Haoepexnsbix T. C., lleBuenko H. 10. [Inanu-
poBaHMe YCTOMYHMBOIO PA3BUTHS NPOMBILIIIEHHOI0
NpeANnpUsATHS B YCJIOBUSIX HeCTAaOMJIbHOCTH BHeI-
Hell cpeabl

O6cyxaeTcst mpobiemMa NoMCcKa NMPUHIMUITHAIBHO
WHBIX METOJIOB IUIAHWPOBAHUS JICSITEIEHOCTH U Pa3BH-
TSI IPEIIPHUATHS B YCIOBHSAX HECTAOMIBHOCTH BHEII-
Helt cpenpl. OTMEUEHO, UTO TpeAIaraeMblii B HAyIHOU
JMUTEpaType MEXaHWU3M IUIAaHHPOBAaHUS YCTOHYUBOIO
pa3BHUTHs TMPOMBIIUICHHOTO MPEANpPHUITHS Tpedyer
JaTbHENIIEro U3yYeHUsI U COBEPIICHCTBOBAHUS B KOH-
TEKCTE CTAaHOBJICHHSI Y KpaWHBI KaK KOHKYPEHTOCIOCO0-
HOTO Y4aCTHHKa MHUPOBOI TOprosiu. B craTee onrcana
YCOBEPILEHCTBOBaHHAS KOHIICTITYalbHAsE MOJIEINb ILIa-
HUPOBAHUS YCTOWYMBOTO Pa3BUTUSA IPOMBIILICHHOTO
NPEANPUSTHS, KOTOpasi, B OTIMYHE OT APYTUX MOAXO-
J10B, 0a3upyercst Ha MOATATHOM MOJCIUPOBAaHHUHU TIPO-
necca IUTAHHUPOBAHUS JIESATEIBHOCTH  TPEIIPUSITHS,
00eCIeYHBAaIONIEr0 KAa4YeCTBEHHYIO TpaHC(OpMAIIHIO
MPEANPHUITHS KaK CIIOKHON CUCTEMBI U TIO3BOJISIOIIETO
onpenenuTh d3PPEKTUBHYIO TPACKTOPHIO €r0 YCTOWYH-
BOTO pa3BuTHs. [Ipemnaraercs HCIOIB30BAaTh METOI
MYJIBTHCUTMOUIAIIBHOM aNpOKCHUMAILIMK JUIS TIPOTHO-
3MPOBAHMS OCHOBHBIX YKOHOMHYECKUX MOKa3aTenei Ha
Ommkaiimve nmepuonsl. Ha ocHOBE MPOTHO3HBIX 3HAYeE-
HUI Tpequiaraercs (GOPMHPOBATh TPACKTOPUIO Pa3BH-
THSI TIPSIPUATHS U IPOBOJUTH OLIEHKY YCTOWYHBOCTH
BEIOpAaHHOH TPaeKTOPHH.

Knrwouesvie crosa: npennpusrtie, MIaHUPOBaHHUE,
YCTOHYMBOE Pa3BUTHE, MOJICIMPOBAHUE, MYJIbTHCHUTMO-
UAaJIbHbIC (GYHKIMH, SKOHOMHYECKAst YCTOHYUBOCTb.

Naberezhnyh T. S., Shevchenko N. Yu. Plan-
ning of Steady Industrial Enterprise Development
under Condition of Environment Instability

The problem of search fundamentally of another
methods of planning of activity and development of en-
terprise comes into question in the conditions of envi-
ronment instability. It is marked that the mechanism of
planning of steady development of industrial enterprise
offered in scientific literature requires a further study
and perfection in the context of becoming of Ukraine as
a competitive participant of world trade. The improved
conceptual model of planning of steady development of
industrial enterprise is described in the article, that, un-
like other approaches, is based on the stage-by-stage de-
sign of process of planning of activity of enterprise,
providing quality transformation of enterprise as a diffi-
cult system and allowing to define the effective trajec-
tory of his steady development. It is suggested to use the
method of multisigmoid approximation for prognostica-
tion of basic economic indicators on the nearest periods.
On the basis of prognosis values it is suggested to form
the trajectory of development of enterprise and conduct
the estimation of stability of the chosen trajectory.

Keywords: enterprise, planning, steady develop-
ment, design, multisigmoid functions, economic stabil-
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METHODOLOGICAL PRINCIPLES OF PERSONNEL POLICY FORMING
IN THE CONTEXT OF THE INNOVATIVE DEVELOPMENT OF THE REGION

Problem statement. Effective regional personnel
policy underlies the strategy of innovative development
of industrial and economic activity in the region and
should comply with this strategy. Nowadays, in the cur-
rent economic situation, there is an urgent need to take
drastic measures to prevent the negative impact of sev-
eral factors on the development of human resource ca-
pacity of the regional economy. If do not give sufficient
attention to this matter in time, in the future there is a
direct threat to reproduce personnel for innovative de-
velopment and reducing its capacity. One of the most
dangerous challenges, in our opinion, is a high demand
of qualified personnel under high unemployment at
once, especially among youth. At the same time, re-
gional personnel policy often has unsystematic nature,
there are no long-term prospects in the preparation and
using of personnel, and therefore it is inconsistent with
economic and social programs of the territories devel-
opment, there is no considered system of staff selection
and transfer.

Analysis of researches and publications. The
various aspects of regional personnel policy are high-
lighted in studies of A. Babenko, Z. Varnaliy, A. Do-
ronina [1], S. Kalinina, A. Colot, E. Libanova, L.
Lisohor, N. Lukyanchenko, M. Murashko, O. Novikova,
V. Nykyforenko, V. Petyuh, G. Sydunova [2] d.
Shchokin [3], A. Yakovenko [4], O. Jakubowskiy [5].

At the same time, recognizing the value of scien-
tific researches of these authors it should be noticed that
the conceptual basis of personnel policy forming of the
region remain under-developed, especially in the con-
text of its innovative development.

The purpose of article is the working out of the
methodological principles of personnel policy forming
in the context of the region innovative development.

Statement of the basic material. Odessa region
has powerful personnel. At the same time, there is insuf-
ficient demand of enterprises for workers in professions
that provide a high level of knowledge in physical,
mathematical and engineering sciences, the presence of
unbalance of labor demand and its supply of profes-
sional qualification and insufficient level of individuals
with professional skills that are looking for a job, the
presence of chronic demand for highly engineering
skilled workers and labour for the production sector.

During the period 2005 — 2013 years the number of em-
ployees of scientific organizations in the Odessa region
was decreased by 34.6%, and the number of profession-
als who carry out scientific and technical work - by
45.1% [6]. There were engaged in science only 17.4%
doctors and 10.2% candidates of sciences in 2013. It is
noted the failure of replenish staff scientific corps with
graduates of universities, research organizations and in-
stitutions do not have a sufficient number of skilled pro-
fessionals that can provide the transfer of research re-
sults and its elaborations for their development in pro-
duction, the lack of effectiveness of training workers to
fit the modern production requirements. So the urgent
question is to work out the conceptual basis of effective
personnel policy.

At this stage of society functioning the personnel
policy has been and is one of the key factors of its de-
velopment and defines the main content and nature of
all kinds of social control in Ukraine. [7]

Regional HR policy is a specific form of sectoral
and territorial management combination, its main tasks
is to ensure the region's population with jobs, satisfac-
tion branch staffing requirements, additional staffing re-
quirements of enterprises and region infrastructure, ra-
tional distribution of staff for activities and sectors,
providing high efficiency of their usage in enterprises
and organizations of the region.

Personnel policy in current conditions should be
based on the priority of the human person and be war-
rantabled by solid scientific basis. Unfortunately, in re-
ality, the creation and, especially, the implementation of
the public, as well as regional and municipal personnel
policy, suffers from a number of difficulties. Our re-
searches showed that the main limiting factors are:

- Socio-political instability in the country, the
economy crisis;

- Carelessness of society strategic orientation;

- Instability of power structure and management at
national, regional and local levels;

- Weak legislative and normative base at national,
regional and municipal levels;

- Insufficient elaboration of theoretical and meth-
odological basis of personnel activity in terms of inno-
vative development, formation of civil society and mar-
ket economy.
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Nowadays innovative and socialized type of re-
gional economy development makes the more stringent
demands system of staff. This is the knowledge of trans-
fer mechanism of the economy to an innovative path of
development, the ability of professional and quick adap-
tation to new innovative processes, continuous profes-
sional development, the maximum realization of the po-
tential in the labor activity, tendency to team working
style for achieving the organization goals and others. All
of this in complex makes a fundamental need to develop
the implementation of personnel policy that is adapted
to specific regional conditions. In such conditions not
only the role of regional human resources policy in-
creases, but also specifically within individual organiza-
tions. Personnel policy should be formed on the base of
the innovative development strategy of the region and
represents a set of promising targets of personnel poten-
tial usage in the region, including its motivation, devel-
opment, updating and improvement.

According to our researches we identified the fol-
lowing key areas of personnel policy in the region:

- The policy of human resources formation (using
internal and external sources);

- The policy of security enforcement and protection
of human resources;

- The policy of human resources 1 professional pro-
gress;

- The policy of professional education system de-
velopment in the region;

- An employment policy and professional labor
market development;

- The policy of human resources demand ensuring;

- The policy of material and morale encouragement
of employees;

- The mobilization policy of formation of profes-
sional, moral and patriotic human resources.

We defined the strategy of regional human re-
sources management as a system of set parameters of
formation, motivational stimulus, development, im-
provement and effective usage of human resources for
achieving innovative development goals of the region.
In terms of this approach, personnel policy, in our opin-
ion, is an integrated system that includes the objectives
and principles, and formed on its basis methods, forms,
elements and criteria of personnel operations, that are
aimed at training, motivation and mobilization of per-
sonnel in the region to achieve its scientific and tech-
nical, productive-economic and social problems.

We believe that the strategy of personnel policy in
the region should consider and be directed to:

- The achievement of the strategic goals of innova-
tive and socio-economic development of the region and
the objectives of human resources policy;

- The formation of principles and ideology of per-
sonnel policy. The ideology of personnel policy should
be reflected in the documentary form and implemented
by all subjects of the region;

- The determining of balance between economic
and social efficiency of human resources usage in the
region.

The mechanism of regional human resources pol-
icy formation involves the usage of various forms, meth-
ods and tools of personnel operations, and also new in-
formation management technologies that are aimed at
updating HR management to ensure the effective func-
tioning of the human resources management in the re-
gion to address the production, technical and technolog-
ical problems.

Regional HR policy must meet the conditions and
requirements of the external and internal environment.
Studies have identified a number of factors and environ-
mental conditions which significantly affect to the con-
tent and mechanism of implementation of personnel pol-
icy. Among these are:

- Regulatory and legal documents on labor;

- The level of market competition;

- Specifics of national structure, the level and qual-
ity of life:

- The conditions of the labor market in the region;

- The average regional wages and cost of living;

- The location of the region and others.

The internal factors and conditions of personnel
policy formation in the region include:

- The conception and development strategy of the
region;

- The human resources formation strategy;

- The formed mechanism of management;

- The style and methods of work and others.

Thus, on the one hand the regional personnel pol-
icy is a long-term document, on the other hand it must
be constantly adjusted in accordance with the formed
situation and the need to address the current problems
related to the innovative development of the regional
economy.

The main objectives of personnel policy that are
adapted to the conditions of the region and aimed at its
innovative development are:

- The formation, development and ensuring of the
human recourses renewal of the region in accordance
with its strategy of innovative development and current
challenges;

- An improvement of human resource management
in the region;

- An analysis of labor resources usage and optimi-
zation of the staff number;

- The creation of the conditions for high perfor-
mance and labour resources efficiency;

- The formation of favorable social and labor rela-
tions;

- The ensuring of the current and prospective eco-
nomic stability of the region organizations and the eco-
nomic situation of its employees;

- Innovative and socio-economic development of
the region.
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The formation of regional innovation system and
its human resource capacity inseparably are linked. The
personnel policy formation of innovative development
of the region should be based on the following assump-
tions:

- The flexibility and adaptability of formation strat-
egy and human recourses development of the region;

- The constant updating of techniques, technolo-
gies and approaches to the personnel policy formation
and human resource capacity of the region;

- The usage of flexible mechanisms and innovative
technologies of personnel;

- The free choice of labor activity by the employee;

- The social responsibility in the formation, devel-
opment and usage of human resources;

- The right of innovative activity subjects to solve
independently the issue of human resources renewal;

- The active participation of all subjects of the re-
gion in development and implementation of personnel
policy.

One of the major problem of regional human re-
sources policy in terms of innovative development is to
improve the methods of determine the optimum staffing
requirements of appropriate skills level in the region in
whole and for its individual branches.

By developing the human resources policy of re-
gional innovative development the system of regional
and sectoral standards should be used, which can be di-
vided into two main groups. The first allows to deter-
mine the perspective of formation and training of inno-
vative personnel, and the second determines key points
that characterize the distribution and use of personnel.

The first group of normative documents that have
to be developed for innovative process staff includes the
qualifying characteristics of technical staff and special-
ists of the main groups of specialties and occupations for
the five-year and long-term (10 years) period; the stand-
ards of skilled workers quantity and employees in the
industrial sector including the specific of the region; in-
novative staff saturation standards of sectors; the stand-
ards that characterize the educational process organiza-
tion (the lists of specialties and occupations, curricu-
lums and training programs, teachers working load
standards etc.).

The regulations system that need to be developed
and applied in the distribution and usage stages of inno-
vative staff, covers the management structures of busi-
ness entities in the context of industry and their staff;
lists of engineering positions and professionals, pass-
ports of organizations, enterprises with explanation of
their human recourses that are needed for innovation de-
velopment, ratio regulations between the different cate-
gories of innovative staff and others.

Work on the creation and specification of these
regulations is rather time-taking and requires the partic-
ipation of a large number of organizations and institu-
tions. Thus, qualifying characteristics according to the
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prepared professionals profile usually are developed by
institutes of higher education. Currently, to participate
in its development should be involved business-struc-
tures that use trained professionals from the institutes of
higher education that will be considered in more detail
below. The positions lists are developed and approved
by branch ministries and departments (they are the lists
of positions in the enterprises and organizations that
have to be replaced by graduates, indicating the spe-
cialty and level of education; there are reasonable ratios
of professionals of different levels of higher education).
However, considering the rapid development of scien-
tific and technological progress and acceleration of the
innovation process they do not always meet the urgent
production needs.

In general, the usage of the position list allows ac-
curately determine the need of innovative human re-
sources for the future; to set the standard saturation of
necessary specialists of the particular industry (as a ratio
of the number of posts which are replaced by specialists
to the planned number of employees) in the region; to
identify experts usage efficiency.

For regional level of personnel policy development
the great importance has the explanation of quantity
standards of skilled workers and professionals for the
innovative development of various industrial sectors of
regional economy. There is the following sequence of
the standards development:

a) Selection of typical industrial units according to
the industry of the region and its classification;

b) Determination of the factors that are influenced
on the number of skilled workers and professionals that
are engaged in innovative activity;

a) Development of inspection programs for se-
lected units;

d) Collection of the necessary statistical infor-
mation;

d) Processing, systematization and generalization
of survey results;

e) Development of formulas to determine the quan-
tity standards of skilled workers and professionals that
are engaged in innovative activity;

g) Determination of correction factors according to
the innovative development of production and updating
of formulas;

c¢) Explanation of ratio of skilled workers and pro-
fessionals that are needed for the passing of the innova-
tive process.

The need of a new personnel policy, including re-
gional, is related to the tendencies changing that are oc-
curred in economic development both at the global and
regional levels. The economic crisis of the last decade
shows that uncritical usage of existing market mecha-
nisms and government mechanisms still does not pro-
vide sustained economic growth, even of the most de-
veloped countries. Such crisis, as the practice has
shown, in a less degree affects to those countries that

(0]
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implemented an active industrial policy aimed at inno-
vative development of its economy. As a result, cur-
rently, first of all, are highlighted the strategies of devel-
opment of scientific, technological, industrial and hu-
man resources, which are able to stabilize and speed up
economic development, as expressed, for example, in
the growth of common strategic researches and a num-
ber of other trends, there the reindustrialization is taken
the most important place.

Today the place for the production is determined
not so much with its associated costs, but also with fac-
tors such as access to skilled labor, an availability of in-
frastructure, the size of domestic demand and many oth-
ers. Dramatically increase the demands for qualified
personnel and reduces the importance of labor costs as
required innovative specialists who possess the neces-
sary competencies, which are not enough in countries
with cheap labor market. These specialists are trained,
usually in developed countries and demand higher
wages. Industrial production returns to countries with
more capacious internal market, with high level of pur-
chasing power and a skilled labour.

The need of reindustrialization as the future path of
economic development of Ukraine is related to the
changing nature of active competition, dynamics and
structure of demand, the appearance of new technolo-
gies and new business-models of development. The
principle of new industrialization includes the main en-
gine of economic development as the industrial sector
that can provide the highest growth rate of labor produc-
tivity, an increasing of workplaces and reducing of un-
employment, fast and qualitative economic growth and
improvement of the overall competitiveness of the coun-
try.

Conclusions and recommendations for further
researches. Thus, summarizing that the personnel po-
licy should be formed on the basis of the innovative de-
velopment strategy of the region and presents a set of
prospective targets of usage in the region its human re-
sources.

In the context of these objectives according to
Odessa region and regions of Ukraine it is worth to men-
tion that further studies need to focus on a solving the
issue of the appropriate infrastructure to ensure the for-
mation of personnel potential of innovative activity.
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I'aspunos M. C., 3epkina O. O. MeToaoJsioriusi
3acagu (opMyBaHHA KaApOBOi MOJITHKM B KOH-
TeKCTi iIHHOBALIHOr0 PO3BUTKY periony

B crarti BuknageHo meromolioriyHi 3acanu dop-
MYyBaHHS KaJpOBOI MOJITHKA B KOHTEKCTI iHHOBAIIik-
HOT'O PO3BHUTKY PETiOHY. 3’SCOBAaHO, IO CTBOPCHHS 1
0CO0JIMBO peaizallis Aep>kaBHOI, a TAKOXK PEeTiOHATBHOT
1 MyHIIMITaJIbHOI KaJPOBOI MOJIITUKK BiluyBae Ha coOi
PAA CKIAAHOINIB. BUsABICHO CK1a10B1 KOHIIEMIIIT perio-
HaJIBHOT KaJIpOBOT MOJIITHKH, 1110 BKJIFOYAIOTh IIiJTi Ta 3a-
BIIaHHS, MEXaHi3M, NIPUHIIMIY, cTpaTerito. BukmaneHo
KOHIICTITYaJIbHI 3acaii MeXaHi3My (GpopMyBaHHs KaIpo-
BOI MOJITHKH perioHy. [IpoBemeHi MOCTIIKCHHS BH-
SIBUIIK Psii PaKTOPIiB 1 yMOB 30BHINIHBOTO 1 BHYTpIIII-
HBOT'O CEPEIOBHIIIA, SIKi CyTTEBUM YMHOM BIUIUBAIOTH HA
3MICT 1 MEXaHi3M peaji3allii KaapoBoi MoJiTHKY. BusHa-
YEeHO JIBl TPYIH PEriOHANBHUX Ta Tally3eBUX HOPMATH-
BiB, SIKI HEOOXITHO BUKOPHCTOBYBATH IPH PO3pOOIIi pe-
TOHANBHOT KaJpOBOI MOJITUKKA 1HHOBAI[IITHOTO PO3BH-
TKy periony. [lepina 103B0JIs€ BU3HAYUTH IIEPCIIEKTUBY
y (opMyBaHHI Ta IMiJrOTOBII 1HHOBAIIIMHUX KajpiB, a
Jpyra OpPIEHTHPH, IO XaPAKTEPU3YIOTh PO3IOMALT i BH-
KOPHCTaHHS KaJIpiB.

Kniouosi crosa: xanpu, KaapoBa MOJITHKA, KOHIIS-
TS KaJPOBOI MOJITHUKY, CTpaTeris, morpeba B iHHOBA-
UIHUX KaJpaX, HOPMAaTUBHI JOKYMEHTH.

I'aBpuaoB M. C., 3epkuna O. A. Metoao.10ru-
YecKHe OCHOBbI (JOPMHPOBAHUSI KAaJAPOBOH MOJIH-
THKH B KOHTEKCTe WHHOBAIIMOHHOTO PAa3BUTHUA pe-
THOHA

B cratbe M310KEHBI METOMOJOTHUCCKUE OCHOBBI
(hopMupoBaHUS KaJAPOBOH MOJUTHKH B KOHTEKCTE WH-
HOBAalIMOHHOTO pa3BUTHA pernoHa. BeisicHeHo, 4To co-
3aHUE U pealn3alus rocyIapcTBEHHOM, a TakKe peru-
OHAJIBHON M MYHHUIIMTIATHHON KaJpOBOM MOJUTHKHU HC-
MIBITBIBACT HA ce0e sl CIOKHOCTEH. BBISBICHBI CO-
CTaBJISIOINIYE KOHIICTIIIMY PErMOHATBLHONM KaJpOBOH T0-
JINTUKH, BKJIIOYAIOIIME IETHM W 3aJadd, MEXaHH3M,
TIPUHIUIIBL, CTpaTeruio. M3moxkeHsl KOHIENTyalbHbIE
OCHOBBI MeXaHu3Ma (HOPMHUPOBAHHUS KaIPOBOW IMOJH-
TUKU peruoHa. [IpoBeieHHbIE NCCIIEIOBAHNS BBISIBUIH
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psn (GakTOpOB ¥ YCIIOBHI BHEIIHEH W BHYTpEHHEH
cpellbl, KOTOpbIE CYIIECTBEHHBIM 00pa3oM BIIMSIOT Ha
COZlepyKaHUE U MEXaHU3M pealiu3aliy KaJpoBoil NOIU-
Tukd. OmpeaeNneHsl 1Be IPYMIbl PETHOHANBHBIX U OT-
paciieBbIX HOPMAaTHUBOB, KOTOPbIE HEOOXOIUMO UCTIOIb-
30BaTh MU pa3pabOTKe PErHOHAIBHOMN KaJpOBOI TIOJITH-
TUKM WHHOBAallMOHHOTO pa3BUTHA pervoHa. Ilepas
rpyIa Mo3BOJISIET ONPEACIUTh IEPCIEKTUBY B (HOPMH-
POBaHUU U OATOTOBKE HHHOBALIMOHHBIX KaJIpOB, a BTO-
pasi OPUEHTHUPBI, XapAKTEPU3YIOLUE PACIpPEEIICHUE U
HCIIOJIb30BaHUE KAJPOB.

Kniouegvie cnosa: xaapel, KaapoBasl IOJUTHKA,
KOHIICTINS KaApOBOM IOJMTUKH, CTPATETHs], MOTped-
HOCTb B MHHOBAIIMOHHBIX KaJipaX, HOPMAaTUBHBIE JIOKY-
MEHTBHI.

Gavrilov M. S., Zerkina O. A. Methodological
Bases of Personnel Policy Formation in the Context
of Innovative Development of the Region

The article discusses methodological basis of per-
sonnel policy formation in the context of innovative de-
velopment of the region. It was found out that establish-
ment and implementation of the state personnel policy,

as well as regional and municipal personnel policy,
faces a number of difficulties. The components of the
concept of regional personnel policy were identified in-
cluding goals and objectives, mechanisms, principles
and strategy. The conceptual basis of mechanism of per-
sonnel policy of the region was developed. Conducted
studies revealed a number of factors and conditions of
external and internal environment, which significantly
affects the content and mechanism of implementation of
personnel policies. Two groups of regional and sectoral
regulations were identified, which must be used in the
regional personnel policy for innovative development of
the region. The first group helps to determine the per-
spective of formation and training of innovative person-
nel and the second group determines the ways of distri-
bution and involvement of personnel.

Keywords: personnel, personnel policy, concept of
human resources policy, strategy, need for innovative
personnel, normative regulations.
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FORMALIZATION OF AN INDUSTRIAL ENTERPRISE HUMAN CAPITAL UNDER
THE INNOVATION DEVELOPMENT CONDITIONS

Setting the problem. The necessity of making the
innovative activities of Ukraine’s industrial enterprises
more active is called upon by the growth of the Euro-
pean integration endeavors because of joining the World
Trade Organization. This requires an increase in the
competitiveness of indigenous products. The observed
increase of the innovative activities of industrial enter-
prises is related to the change of technologies and pur-
chase of the new equipments. The produce innovations
are implemented on a comparatively low level, and this
situation is largely accounted for by the current labor
market problem of the qualified personnel deficit in in-
dustries. The reasons for this are inadequacy of the vol-
umes and quality of the workforce training at the voca-
tional schools as well as the staff decrease at the research
organizations and lesser numbers of the qualified per-
sonnel engaged in scientific and research and technical
work. In line with this, one of the reasons of the person-
nel’s low innovative enthusiasmis the personnel’s inad-
equate motivation for development and innovations.

The value of the notion “human capital” is ex-
plained for by the following reasons: in the human cap-
ital conception, a person is treated in the integrity of
her/his economic, social and individual aspects; in the
“human capital” notion, studied in their complex are
three groups of qualities and capacities which character-
ize the person in the process of her/his professional ac-
tivity: physical, intellectual and psychological; treat-
ment of the person’s health, knowledge and abilities as
the capital which brings profit and which promotes the
need for investments into the person in different seg-
ments and on all levels; the “human capital” character-
izes a free personalitywjo is a full-fledged personality at
the labor market.

The last research analysis. The conceptual foun-
dations of the human capital theory are laid out by such
foreign researchers as L. Thurow [5], G. Becker [6], T.
Shultz [7], H. Bowen [10]. The theoretical and practical
aspects of the human capital formalization as an insepa-
rable part of the non-material resources under the inno-
vative development conditions have been treated in the
works of the home country and foreign researchers: O.
Grishnov [3], P. Kapelyushnikov [9], Robert S. Kaplan,
David P. Norton [1], P. Drucker [13] and many others.

The science has approaches to how to manage the
separate elements of the human capital under the inno-
vation capital conditions. This does not allow to run the
complex regulation of the human capital components for
effective mastering and untilization of the innovations.

That is why some questions which are related to
formalization and management of the human capital of
industrial enterprises remain unsolved and they require
further research.

The aim of the article lies in defining the essence
of the human capital on the basis of generalizing the the-
oretical and practical approaches to its formalization un-
der the conditions of innovative development.

The main part. The rapid growth of the signifi-
cance of the non-material assets since the end of the last
century and up to nowadays is determined first and fore-
most by the changes at the modern markets. These
changes have to do with globalization of economy, in-
creased dynamics of demand, individualization of use
and, subsequently, growth of demand for innovative
products and services. As a result, information and
knowledge become basic factors of production in mod-
ern economy while the highest value is given to those
assets which have intellectual basis.

Investments into non-material assets came to out-
weigh those into the material ones, and the emphasis is
made on the non-material assets being the most im-
portant source of a stable formation of the cost of an en-
terprise. The foreign [1, p.15] and home country [2, p.
150] authors’ research showed that the 40% of the mar-
ket cost of the company is not reflected in the balance
accounts. For enterprises in the high-technology indus-
tries, this figure amounts to 50% and more.

At the present stage of economy development, the
human capital as a major element of the non-material
assets is treated as one of the main components of the
strategy for the social development and economic
growth. In the developed countries the significance of
the human capital as one of the crucial factors of form-
ing a new qualitative level of the society and economy
grows up along with an increased influence of education
on these processes. The choice priorities in the develop-
ment of the national education and professional training,
increased investments into the personnel will ensure our
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country’s foremost positions in the world economy [3,
p.93].As follows from the accounts of the State Com-
mittee for Statistics, over 300,000 people annually mas-
ter new professions directly at the working place, in pro-
duction, which is much more as compared to the quali-
fied personnel released by the vocational schools. At the
same time, the worker’s qualification is annually up-
graded at the working site by over a million people.
Such a situation is accounted for not only by inadequacy
of the volumes and lines of the vocational school train-
ing to the needs of employers but, in the first place, by
the fact that a rapid growth of science and technology
requires from the people involved in production pro-
cesses a continuous upgrading of knowledge and skills
as well as by the fact that at present the vocational
school training covers five hundred professions whereas
there are over five thousand professions in production
[4, p. 26].The qualifications are upgraded most effec-
tively by the industrial enterprise workers but the perio-
dicity of qualification upgrading is much lower of the
normative one practiced in the European Union coun-
tries. The qualification level of a considerable number
of the personnel in our country does not meet the needs
of the modern production while the system of upgrading
the qualifications and education of the personnel re-
quires a further development and improvement on the
basis of the foreign countries experience [4, p. 27].

Thus the labor market trends affect the innovative
activities of enterprises and the opposite influence is
also true. Experience shows that active innovative activ-
ities shape the need in the qualified personnel whereas
reductions in the numbers of the research design-and
technology personnel have a negative effect on the in-
novative development of enterprises. Despite the imbal-
ance of demand and supply at the labor market there is
a more active utilization of the innovative products in
2010 all over the industry. As compared with 2010, the
specific weight of the innovative enterprises increased
in 2011 by 0.8 %, which is accounted for by introduction
of the new technological processes and machinery.

One of the factors that contributed to the increase
in the number of product innovations is a strategic cor-
respondence of creating cost from the non-material as-
sets. Fig. 1 shows a process of creating cost from the
non-material assets under the innovation development
conditions.

A special place among the three kinds of the non-
material assets belongs to the human capital.

There are many definitions of the “human capital”.
Below are a few of them.

In L. Thurow’s treatment, the human capital incor-
porates “productive abilities, endowments and
knowledge” [5, p.15]. G. Becker gives another defini-
tion of this notion: “the human capital is formed at the
expense of investments into a person, among which
there are investments into education, training at the pro-
duction site, expenses on health protection, migration

and a search for information about prices and profits”[6,
p-51].

T. Shultz and E. Dolan and D. Lindsay give a sim-
ilar definition of the human capital. T. Shultz: it is de-
velopment of knowledge and capacities due to “school
education, training at the work site, strengthening of
health and the growing reserve of the economic infor-
mation” [7, p. 64-65];E. Dolan and D. Lindsay: the hu-
man capital is a form of mental abilities which are ob-
tained due to ““... formal study, education or on the basis
of the practical experience” [8, p.256].

These definitions of the human have a similarity to
the definitions of the labor potential. However, in the
definitions that will follow a basic purpose of the human
capital is revealed, namely to produce goods and pro-
vide services, bring bargain and profits.

Thus, P.I. Kapelyushnikov treats the human capital
as “stock of knowledge capacities and motivations
which everybody has ... and ... which make up the cap-
ital as their formation requires the diversion of funds at
the expense of the current expenditures, but at the same
time they become a source of increase of productivity
and earnings in the future™[9, p.4].

With Bowen H.R., the human capital “is made up
of the acquired knowledge, habits, motivation and en-
ergy with which human beings are endowed and which
can be used during a certain time for the purpose of pro-
ducing goods and providing services” [10, p. 362].

In the paper written by V. Kutsenko and M. Yev-
tushenko, the human capital is “a sum total of
knowledge, capacities and qualifications, as an ability of
the qualified workforce to create profit as part of wages
and profit of the enterprises™[11, p.136].

In S. Dyatlov’s opinion, “The human capital is a
certain accumulated stock of health, knowledge, habits,
abilities, motivations which is formed in the result of in-
vestments; this stock is purposefully used in that or other
sphere of social production and it fosters the productiv-
ity labor increase thus bringing about increase of in-
comes (earnings) of a given person 12, p. 83].

One can say, analyzing the aforesaid definitions of
the human capital, that the human capital is a totality of
a person’s individual intellectual potentials in the kind
of the non-alienated competencies (knowledge, crafts,
skills), it represents an interrelation of all the compo-
nents of the human capitalwith the strategy which, in its
turn, ensures an enlargement of the cost of an enterprise.

Today an absolutely new level of the workers’
competence is urgently required, it will allow to remove
a gap between the operational activities of enterprises
and their strategic guidelines.

A classic in the field of strategic management P.
Drucker maintains that today and at least during the next
decade the greatest problem facing enterprises will be
adaptation to the shift from industrial economy to the
economy based on knowledge.
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Fig. 1. The process of creating cost from the non-material assets
under the innovation development conditions [the authors’creation |

The workers’ knowledge as a differential factor
touches upon all the aspects of management comprising
strategic effectiveness, marketing, organization struc-
ture and investments into the human capital. Each of
these, directly or indirectly but always essentially, de-
pends on understanding of the people’s ability to cope
with unforeseen, global and rapid chages.

The human capital as an employer of information
technology happens to be a crucial condition for effec-
tive management of the enterprise knowledge which
creates the cost in keeping with the strategic aims of the
enterprise [13, p.143].

To formulate the human capital aims in a proper
way it is necessary to have a clear notion about the kinds
of competencies which foster the fulfillment of the key
internal business processes of the enterprise. The de-
scription of the given competencies will allow to form
the groups of the most valuable provisions in the process
of the strategy realization as well as to estimate all dis-
crepancies between the future needs of the enterprise
and existing reality. The removal of these discrepancies
is made possible by way of training or by way of hiring
co-workers who possess the required skills. Further, on
the basis of the human capital aims, particular tasks are
ascertained according to which the key indicators of ef-
fectiveness will be defined. The key indicators of effec-

tiveness are the quantitatively defined financial and non-
financial parameters which show to what extent an ef-
fective enterprise reaches the goals set within the frame-
work of the general strategy.

The key indicators of effectiveness are applied
both as an instrument of the financial motivation and for
assessment of a given worker’s performance in compar-
ison with other workers (by the target values of indica-
tors). Their orientation on the strategy allows to concen-
trate the worker’s effort on achieving the strategically
important indicators of the enterprise, achieving them
will demonstrate the worker’s personal contribution into
the strategy realization. In Fig. 2, a map of goals and
tasks of the human capital under the conditions of an in-
dustrial enterprise innovative development is shown.

On the basis of the individually elaborated indica-
tors of the human capital effectiveness as well as the
subsequent comparison of the planned and factual data
the managers get the information which enables them to
make an assessment of the effectiveness of realization
of the industrial enterprise corporate strategy.

In our case, these are the indicators of the employee
turnover among those workers who undertook training,
the general indicators of the workers’ satisfaction with
the training results, the average score by the final exam-
ination etc.
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Fig. 2. Map of goals and tasks of the human capital

under the conditions of an industrial enterprise

innovative development [the authors’ creation]

On the basis of the individually elaborated indica-
tors of effectiveness, the human capital solves all these
problems by way of taking over control of the key pro-
cesses, strengthening the feedback (effect of the outer
environment on the factors of the enterprise activities)
with the help of transposing a vision into strategy, ex-
panding communications and links of the enterprise
with the outer environment, carrying out business plan-
ning.

It is established that the said operations can be per-
formed by the trained qualified personnel who employ
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in their practice a creative style and innovative possibil-
ities of the working activity as a form of the human cap-
ital functioning.

Conclusions. The analysis of the given research re-
sults shows that under the conditions of forming the
knowledge economy the enterprise personnel has to be
treated as the human capital, whose accumulation al-
lows to increase the competitiveness of enterprises at the
expense of making their innovative performance more
active. This will enable examining not only the person-
nel qualification level but also other levels, those which
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characterize the innovative activity of such elements of
the human capital as abilities, motivations, mobility and
health condition.

The methodological approach to regulation of the
human capital elements under the innovation develop-
ment conditions has been improved. To this end, the
map of goals of the human capital of an industrial enter-
prise has been elaborated. For the correct formulation of
the human capital goals / aimsit is necessary to have a
clear notion about the kinds of competencies which fos-
ter the fulfillment of the key internal business processes
of the enterprise.The description of the given competen-
cies will allow to form the groups of the most valuable
provisions in the process of the strategy realization as
well as to estimate all discrepancies between the future
needs of the enterprise and existing reality. The removal
of these discrepancies is made possible by way of train-
ing or by way of hiring co-workers who possess the re-
quired skills. Realization of the proposed approach is
aimed at increasing the effectiveness of the enterprise’s
innovative activities by way of the quick-response cor-
recting of the human capital elements in keeping with
the corporative strategy of the enterprise.
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In the article on the basis of research results im-
proved methodological approach to regulate the ele-
ments of human capital in terms of innovative develop-
ment. For the purposes of this form a map of the human
capital of an industrial enterprise. Implementing the pro-
posed approach is aimed at improving the efficiency of
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THE DEVELOPMENT OF SOFT SKILLS IN THE PROVISION OF
COMPETITIVENESS OF GRADUATES

The resolution of the problem. One of the funda-
mental principles of the market economy is free compe-
tition between economic agents for the best conditions
and results management. In the labour market there are
two areas of competition: between employers for the
best labour and between workers for better jobs and
wages. In the conditions of existence of unemployment
is more intense competition between workers for better
conditions of sale of the resource of labour, labour as the
ability to perform certain types of work. The most acute
competition exists in the segment of young workers
without work experience. Thus, according to the state
statistics Committee in 2014 the unemployment rate
among population aged 15-24 years was the highest
among other age groups was 23.1%, compared with the
average level in all age groups was 9.3% [1]. Therefore,
the problem of ensuring of competitiveness of special-
ists in the labour market is extremely important.

Analysis of recent researches and publications.
The notion of competitiveness of the employee as the
subject is examined in the works O. Grishnova, M. Se-
mykina, S. Chur, M. Krymova, N. Glevatskaya etc.
O. Grishnova understands the term "competitive em-
ployee" the quality of labor market requirements, the
ability to win in competition in the labour market, that
is better compared to the other candidates to meet the
demands of employers by level of knowledge, abilities,
skills, personal qualities. Since in modern post-indus-
trial society the quality of the workforce will be predom-
inantly based in education, some study (S. Khazova,
L. Slavova, M. Krymova) dedicated to "competitive-
ness", which is understood as an integrative characteris-
tic, which provides specialist higher professional status,
rating position in the relevant sectoral labour market,
sustainable high demand for its services [2].

Conducted research (O. Grishnova, S. Shchur,
M. Semykina, M. Krymova) come to the conclusion that
the competitiveness of a specialist multi — component
category which is made up of many demographic, edu-
cational qualification, socio-personal, professional qual-
ities [3]. The presence of only a diploma and the re-
ceived knowledge do not provide competitive specialist
in modern conditions. The determining factor of com-
petitiveness of a specialist are of expertise, organically
combine the categories "knowledge", "skills" and busi-

ness and personal qualities needed for a certain type of
professional activity.

The aim of the article is substantiation of perspec-
tive directions of increase of competitiveness of special-
ists with higher education by developing their socio-
emotional, cognitive abilities (soft skills).

Presentation of the basic material. The concept
of "competence" emerged in the real sector in the de-
scription of requirements to employees who did not fit
into the traditional triad of "knowledge-abilities-skills".
In particular, in response to the needs of the business
American Management Association commissioned
McBer consultant Richard Boyatsisto explore whether a
General model of competence Manager displayed the
individual competencies of successful managers. As a
result of evaluation of more than 2,000 people (41 steer-
ing post 12 companies), he gave the definition of "com-
petence" as "the basic characteristics of a person that is
causally related to effective work". The competence
may include motives, characteristics, skills, perspective
of self and social role, as well as knowledge [4]. Similar
studies were also conducted by R. W. White, 1959 and
David McClelland,1973, T. F. Gilbert, 1978, Spencer
Lyle and Signe Spencer.

Thus, the concept of competence combines the suc-
cessful elements of the definition of a professional: the-
oretical knowledge, professional skills (hard skills) and
personal qualities, attitudes and social skills (soft skills)
that contribute to successful or exemplary execution of
functional duties. The introduction of the first in scien-
tific and then in the professional handling of HR practi-
tioners and managers of the term "competence" has
greatly facilitated the definition of requirements for staff
at different levels, and therefore caused a corresponding
need to develop competencies in the education system
that has traditionally focused on getting the students a
wide range of theoretical knowledge and professional
skills.

At the present time the problem of formation of
necessary competencies of future specialists in the Uni-
versity education system remains quite relevant in
Ukraine and in the world. So, according to the report of
the British Association of recruiters of graduates (AGR)
"according to employers, graduates lack interpersonal
skills, such as teamwork. Usually they have deep aca-
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demic knowledge but they lack communication skills"
(AGR, 2007) [5]. According to the report of the Indus-
trial Council of County Smith (UK) on a survey of em-
ployers required workers with skills contain a complete
set of soci0emotional soft-skills [6].

A survey of local employers, conducted by the
World Bank, confirm the existence of such problems in
Ukraine. In 2014 the research STEP four of the key sec-
tors of 4 out of 10 firms reported a significant gap be-
tween those skills possessed by their employees and
those that firms need to achieve business goals [7].

In the methodological basis of the survey of em-
ployers STEP was based on the theoretical and method-
ological approaches of Almelund and others (2011);
Borghans and others (2008); Roberts (2009); OECD
(2015), a in which professional skills can be classified
into the following groups:

— Cognitive skills — the mental ability or intelli-
gence; these include basic knowledge (e.g., education)
and more complex thinking (critical thinking or problem
solving).

— Socio-emotional skills — is the behavior, atti-
tudes and personal qualities that help people to effec-
tively navigate the personal and social situations (man-
aging emotions, teamwork).

— Technical skills — the specific knowledge
needed to perform a specific job (for example, repair of
electronic equipment or the design), as well as psycho-
motor and manual dexterity.

Most in demand employers is a combination of
technical, socioemotional and advanced cognitive skills.
According to the survey of firms and data base of vacan-
cies in 2015 in Ukraine there is a significant demand for
advanced cognitive skills that enable employees to ana-
lyze and solve problems, manage your time, gain new
knowledge and to learn new techniques, and to com-
municate effectively (table 1).

Table 1
Cognitive skills | Socio-emotional Technical skills
skills
Communication Responsibility  |Ability to sell
skills
Learning ability Stress tolerance |Knowledge of markets

and products

The organisation of|Self-organization |Knowledge of meth-
working time ods of analysis
Analytical skills Knowledge of special-
ized software
Knowledge of the law

Dedication

Knowledge of for-|Teamwork
eign languages

Versatility Negotiation Web programming
Critical thinking Organization Design

Problem solving Professionalism |Driving

Decision making Teamwork Basic skills of work on

the computer

Employers are not just looking for smart workers
and those who also possess socioemotional skills that
help to manage their emotions and behavior (self-organ-
ization, sustainability, ethics), the statement of purpose
and the desire to learn (motivation of achievements), as
well as the ability to work in a team (teamwork).

Held under the auspices of the World Bank in
Ukraine of the study give reason to conclude that socio-
emotional skills that are in high demand among employ-
ers and expand opportunities for employment, often not
considered in formal educational or training programs,
while they should be part of a comprehensive strategy
for the development of professional skills. Individuals
with high level socioemotional skills demonstrate the
best success in school and at work, and also have good
health and other social benefits. Socioemotional skills
do not replace the cognitive and technical skills, but they
provide an opportunity to learn better, to strive and to
achieve successful outcomes in the labour market. By
nature socioemotional ability influenced, and therefore
they can be developed with appropriate interventions.
However, in Ukraine these skills do not develop during
schooling and training. Studies prove the necessity of
improving the system of education in Ukraine in the in-
clusion of courses on the development of socioemo-
tional skills into the curriculum [1].

In response to the demands of modern business in
Ukraine and to modernize higher education in Ukraine
towards integration into the European educational space
in the framework of the international EU project "Tem-
pus Impress" ("Improving the efficiency of student ser-
vices") 2012-2015 four leading universities of Ukraine:
Donetsk National University, Ukraine; Taras
Shevchenko National University of Kyiv, Ukraine.
V.N. Karazin Kharkiv National University, Ukraine;
Ivan Franko Lviv National University, Ukraine under
coordination of Nortumbria University (UK) has been
developed and implemented in the educational process
of special training course on "Soft Skills". The unique-
ness of the course lies in several aspects:

1) the course is very relevant and in-demand future
professionals;

2) the course has a training format that provides
maximum practical exercises "flexible" skills, active
learning methods, the lack of monologue of teachers, the
interest and high motivation for learning and self-im-
provement students;

3) the course is taught in English, which contrib-
utes to the improvement of knowledge of students of a
foreign language;

4) students receive as a result of training very use-
ful for employment and further professional success in-
tangible assets: Certificates of TEMPUS, developing a
personal development Portfolio, which is filled with the
results of tests, assessments, essays, presentations, com-
pleted projects.
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The course focuses on the development of the most
popular social and flexible competencies:

- self-management skills: the ability to take respon-
sibility, to work independently, ability to define your
mission in life, to formulate goals, to motivate yourself
to achieve it, to manage their own time;

- cognitive skills: reflective and critical thinking
and writing, identification of manipulation, persuasion,
training and presentations, interaction with the audi-
ence;

- communication skills: the ability to actively lis-
ten, to provide feedback and respond to criticism, rea-
soned debate on the rules;

- socio-emotional skills: teamwork skills, peer
communication, in particular, equitable learning.

The training course is the result of collective work
of a team of authors from four universities participating
in the project:

* the module "the Ability to govern themselves",
developed by two universities: Kharkiv national Univer-
sity. V. N. Karazin (the sections "Motivation", "Respon-
sibility", the authors — Valentina Pavlenko, Elena
Lutsenko) and Donetsk National University (sections
"the Ability to set priorities, Ability to manage my
time", by Oksana Klimenkova);

* the module "critical thinking" developed by rep-
resentatives of Kharkiv national University. V. N.
Karazin Kharkiv national University;

* modules "Reflective thinking and writing" (au-
thor — Oksana Senyk) and the "Academic debate" (au-
thor — Roman Kalacak) was developed by representa-
tives of the Lviv national University. I. Franko;

* "Team Work" (author — Ganna Kharlamova) and
"equality of communication" (the author — Svitlana
Pashchenko) is developed by representatives of the Kyiv
national University. T. Shevchenko.

Methodological assistance in developing the
course, its objectives, expected results, forms of current
and final evaluation, rubrics have provided the project
coordinators from the University of Northumbria Al-
fredo Moscardini, Allison Pickard, and Becky Strachan.

Donetsk National University, despite the known
difficulties with the resumption of activities in Vinnitsa,
has become an equal participant of the project by devel-
oping a course module on time management and the
ability to set a goal, and began the work of implementing
the course into the learning process. Feature implemen-
tation in Donna began preliminary testing of the course
in their native language. So the course on "Training so-
cial skills" volume 3 TKS credits (90 hours, including
30 hours classroom) was introduced into the curriculum
of students of 3-4 courses of the faculty of economic as
selective credit discipline from September to December
2015. The course has been chosen by 84 students. Of
them in the middle of the semester (after the 6 lessons)
interviewed 22 students to assess their impressions of
the content and methods of teaching the course, its use-
fulness and the quality of teaching.

According to the results of the surveys (Fig. 1) the
vast majority of students (20 students) appreciated the
high quality of the course, its interesting content and
structure.
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Fig. 1. Student evaluation of the quality of the course "Training for the development of social skills",
in Donetsk National University (November 2015)
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Already on the results of half of the course, all stu-
dents noted that the course is interesting, and 100% of
the students felt the need to introduce the course into the
learning process and encouraged other students to study
this course. Of these, 32% of students felt a significant
improvement in their knowledge and skills on the sub-
ject of the course, and among the most useful topics
were noted themes of "Communication in professional
activity", "Time management", "Self-management and
self-motivation".

Given the feedback from the students, the leader-
ship of Donna economic faculty, with support and fund-
ing from the European project IMPRESS TEMPUS
equipped one of the classrooms of Economics faculty
specifically for English language teaching "Soft Skills"
visual AIDS (stands on the main topics of the course)
and with modern computer technology. From December
2015. it began classes with English course "Soft Skills"
in the framework of the full implementation of the pro-
ject TEMPUS IMPRESS.

The course enrolled 22 students from different fac-
ulties and courses of the University after the announce-
ment of the beginning of a set posted on the information
boards of the faculty and social networks. Course "Soft
Skills" includes 3 credits: 15 lessons lasting 2 academic
hours and is free for students. In the process of studying
certain topics, students perform classroom exercises
(participate in discussions, brainstorming, group assign-
ments, tests) and home exercises (prepare an essay, de-
velop a map of goals, plans to achieve them, etc), getting
on the practice instant grading and feedback from the
trainers and from other participants in accordance with
the principles of equal education, allowing intensively
to develop competence.

Future plans introduction of flexible development
(socio-emotional and cognitive) skills in the educational
process higher educational INSTITUTION has accredi-
tation of the course at the University of Northumbria
(UK) and dissemination of the course in other institu-
tions of higher education of Ukraine.

The conclusions and suggestions. Thus, the main
directions of improving the system of training special-
ists in the direction of enhance their competitiveness in
the labour market is:

1) use competence approach to the development of
standards for higher education for each educational level
and each specialty with the formation of the list of em-
ployee competencies as an educational outcome. To de-
velop the list of competencies (competencies) required
is to update the content of the national qualifications
framework, which takes into account among the per-
sonal qualities of the worker as a component of commu-
nication competence characteristics, autonomy and re-
sponsibility;

2) the introduction of continuous monitoring of the
needs of employers in determining the competence of
professionals in order to ensure that the content of

higher education to the needs of social production and
bridge the gap between education and real sector of the
economy. Such monitoring is advisable in all specialties
annually through a survey of employers and analysis of
job vacancies on major portals to find works that pro-
vide a representative sample of the urgent needs of econ-
omy in labor force in terms of quality. It will also allow
to adjust the volume of state order for specialists in pro-
fessions and specialties and appropriate to direct the
state budget on formation of labor potential of the na-
tion, based not on the prestige of professions in society,
and the needs of consumers of the quality characteristics
of the workforce;

3) reorientation of educational content (educational
and vocational programs, work programs of disciplines)
on the characteristics of effective learning in terms of
competences formed, including not only knowledge and
skills but also socio-emotional and cognitive skills nec-
essary for successful performance of professional occu-
pations;

4) the inclusion in curricula of preparation of spe-
cialists of the disciplines contributing to the develop-
ment of cognitive and socio-emotional skills, personal
qualities needed by the employers;

5) development of tools for inspecting the degree
of formation of cognitive and socio-emotional skills
(soft skills).
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KonkypeH11is Ha pHHKY ITpalli € HalHOLIbII HaIpy-
YKCHOIO B CETMEHTI MOJIOJIi Oe3 TocBiny pobdoTu. PoboTy
MIPUCBSIYEHO PO3POOII IEPCIECKTUBHOTO HANPSMKY ITiJI-
BHIIICHHS KOHKYPEHTOCIPOMOXXHOCTI (paxiBIiB 3 BH-
IIOI0 OCBITOIO — PO3BUTKY iX COIII0-eMOIIHHIX, KOTHi-
THUBHUX 31I0HOCTeH — «soft skillsy. Ha ocHoBi aHamizy
CYTHOCTI MOHATTS «KOMIIETEHIIi(» aBTOpamMu OOTIPyHTO-
BaHO HEOOXIIHICTh PO3BUTKY B paMKax BUIIOi OCBITU
OCOOMCTICHUX XapaKTEPUCTHK (COIO-eMOIIHHUX Ta
KOTHITHBHUX HaBMYOK) MaiiOyTHIX BUITYCKHUKIB Yy BiJl-
MOBITHOCTI 10 NMOTpe® puHKY mpani. HaBoauTthes mo-
CBiJl pO3pOOKH MPOBITHUMH YKPATHCHKUMH YHIBEPCHUTE-
TaM{ Ta BIPOBa/KCHHs B HABYAJBHUI MpOLEC CIeli-
aJIHOTO TPEHIHTOBOTO Kypey «Soft skillsy, sxuii crips-
MOBaHHMI Ha PO3BHTOK COIIO-EMOIIIMHUX Ta KOTHITHB-
HUX 3710HOCTEH CTyAeHTIB. B cTaTTi 3anmponoHoBaHi oc-
HOBHI TCHJICHIIIT YIOCKOHAIICHHS CHCTEMH ITiJATOTOBKU
(axiBIiB B HANPsAMI MiJIBUIIEHHS iX KOHKYPEHTOCIIPO-
MOXKHOCTI Ha PUHKY Ipalli: BUKOPUCTAHHS KOMIIETCH-
TICHOTO WIAXOAYy A0 pO3pOoOKHM CTaHIAPTIB BHIIOI
OCBITH; BIPOBAaDKCHHS MOCTIHHOTO MOHITOPUHTY MO-
Tpe® poOOTOAABIIB B IEBHUX KOMITCTEHIIISIX (PaxiBIliB;
TIepeopieHTAIliS 3MICTY OCBITH (OCBITHBO-TIpOdheciTHIX
mporpaM, poOoYrX MporpaM JUCHUILTIH) Ha pPe3yibTa-
THBHI XapaKTePUCTUKHA HABYAHHS B TepMiHax chopmo-
BaHMX KOMIICTEHI[Iif; BKIIOYCHHS B HaBYaIbHI IUIaHU
MiArOTOBKM (DaxiBI[B AUCHUILIIH, O CIPUSIOTH PO3-
BUTKY KOTHITHBHHMX Ta COLIO-EMOLIIHHMX BMiHb; PO3-
poOKa iIHCTpYMEHTapiro MEepeBipKH CTyIeHs chopMoBa-
HOCTI KOTHITHBHHX Ta COILIO-€MOI[IHUX BMiHb (soft
skills).

Knrwouosi crosa: xommeTeHllii, KOHKYPEHTOCIIPO-
MO>KHICTh (haXiBIIs, COILI0-eMOIIIiHI BMiHHS, KOTHITUBHI
BMIHHSI, COIIaJTbHI HABMYKH, THYYKI HABUYIKH.

MMayasckasn JI. B., Cepena A. B., llIkypar M. E.
Pa3eutne Soft Skills B cucreme obecreueHnst KOHKY-
peHTOCnOcOOHOCTH BbhIMycKHMKOB BH3

KonkypeHnus Ha peIHKE Tpy/a SBISETCS Hanboee
HanpsOKEHHOM B CErMEHTE MOJIOAEXKHU Oe3 ombiTa pa-
60ThI. PaboTa nocesmiena pa3paboTKe MepCcreKTUBHOTO
HaIpaBlICHUS IOBBIIICHUS KOHKYPEHTOCHIOCOOHOCTH
CIEUAIIUCTOB C BBICIIMM OOpa30BaHHEM — Pa3BUTHUIO
WX COLMO-3MOIUOHAIBHBIX, KOTHUTUBHBIX CIOCOOHO-
creit («soft skillsy). Ha ocHOBe aHanmm3a cynHOCTH TI0-
HATHUS «KOMIIETEHIIUW» aBTOpaMu 000CHOBaHa HEOOXO-
JMMOCTh Pa3BHUTHSl B paMKax BBICIIETO OOpa3OBaHMS
JUYHOCTHBIX XapaKTEPUCTUK (COIHO-3MOIMOHATBHBIX
1 KOTHUTUBHBIX HaBBIKOB) OyIYyIIHMX BBITYCKHHKOB B
COOTBETCTBHHU € MOTPEOHOCTAMU pbIHKA Tpyaa. [Ipuso-
JIUTCS OTIBIT Pa3pabOTKH BEAYIIUMH YKPAUHCKUMH YHH-
BEPCUTETAMH U BHEPEHHS B yIEOHBII ITPOIIECC CTICIH-
QIFHOTO TPEHUHroBoro kypca «Soft skillsy», koTopsrit
HaIpaBJieH Ha Pa3BUTHE COMO-3MOINOHAIBHBIX U KOT-
HUTHBHBIX CIIOCOOHOCTEH CTyIeHTOB. B cTarbe npemo-
KEHbl OCHOBHBIE€ TEHIEHIMM COBEPILICHCTBOBAHUS
CUCTEMBI IMOJTOTOBKU CIEUIHUAIICTOB B HAIPaBICHHU
MOBBIICHUS WX KOHKYPEHTOCIIOCOOHOCTH Ha PpBIHKE

Tpy/Ja: UCIOJIh30BaHHE KOMIICTEHTHOCTHOTO TIOIX0/a K
pa3paboTKe CTaHAAPTOB BBICIIETO 0OpPa30BaHHMS; BHE-
pEeHHE MOCTOSTHHOT'O MOHUTOPHHTA MMOTpeOHOCTEH pado-
TOIATEJICH B ONPEICICHHBIX KOMIIETCHIIUAX CICIIAATHI-
CTOB; MEPEOPUCHTALINS COMepIKaHuUs 00pa3oBaHus (00-
pa3oBaTeNbHO-MPOPECCHOHATBHBIX TpOrpamMM, pado-
YHX MPOTPaMM JHUCIUILINH) Ha Pe3yIbTaTUBHBIC XapaK-
TEPUCTHKH OOYYCHHS B TEPMHHAX C(HOPMHPOBAHHBIX
KOMIIETEHIIM; BKIIOYEHHE B y4eOHbIE IUIAHbI MOATO-
TOBKH CIELHAINCTOB TUCUMIUINH, CIHOCOOCTBYIOIINX
Pa3BUTHI0 KOTHHTHUBHBIX H COI[HO-IMOI[HOHAIBHBIX
yMEHHH; pa3paboTKka UHCTPYMEHTapHUsi MPOBEPKU CTe-
MeHu chopMHUPOBAHHOCTH KOTHUTHUBHBIX H COLIUO-IMO-
IUOHANBHBIX YMeHuH (soft skills).

Kiouesvie cnosa: KOMIIETCHIIUH, KOHKYPEHTOCITO-
COOHOCTH CIELHUAJINCTA, COLIMO-OMOLMOHAIBHBIE yMe-
HUSI, KOTHUTHBHBIC YMCHUS, COLIMATBHBIC HABBIKH, THO-
KHE HaBBIKH.

Shaulska L. V., SeredaG. V., Shkurat M. Y. The
Development of Soft Skills in the Provision of Com-
petitiveness of Graduates

The most strong competition in the labor market is
in the segment of young people without work experi-
ence. The paper is devoted to the development of per-
spective directions of the enhance the competitiveness
of specialists with higher education, developing their so-
cio-emotional, cognitive skills — "soft skills". On the ba-
sis of the analysis of the difinitoin "competence" the au-
thors substantiate the necessity of development within
higher education personal characteristics (socio-emo-
tional and cognitive skills) of future graduates in line
with labour market needs. It provides the experience of
leading Ukrainian universities in the creation and intro-
duction in educational process of special training course
on "Soft skills" aimed to develop socio-emotional and
cognitive abilities of students. In the paper it proposed
the main directions of improving the system of training
the specialists for the enhance their competitiveness in
the labour market: use competence approach to the de-
velopment of standards for higher education; the intro-
duction of continuous monitoring of the needs of em-
ployers in determining the competence of professionals;
reorientation of educational content (educational and
vocational programs, work programs of disciplines) on
the characteristics of effective learning in terms of com-
petences formed; the inclusion in curricula of prepara-
tion of specialists of the disciplines contributing to the
development of cognitive and socio-emotional skills;
development of tools for inspecting the degree of for-
mation of cognitive and socio-emotional skills (soft
skills).

Keywords: competence, specialist’s competitive-
ness, socio-emotional skills, cognitive skills, social
skills, soft skills.
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THE DEVELOPMENT OF SOCIAL INVESTMENT
AND SOCIAL RESPONSIBILITY OF BUSINESS IN UKRAINE

The intensification of globalization processes, re-
quiring the introduction of unified norms and standards
of entrepreneurial activity, the limited traditional
sources of financing the social sphere, the emergence of
a new type of consumer, the choice of which is based
not only on qualitative characteristics of the offered
goods, but also on the ethical behavior of the company,
— all this leads to the formation of new targets for the
enterprise that needs to focus not only on market de-
mand for high quality products and services, but also on
universal values. In these conditions the special urgency
is acquired the distribution and creation of systems of
social responsibility of business, as one of the key forms
of its strategic development, as well as escalating the
need to develop qualitatively new approaches to for-
mation of investment policy of business entities in the
social sector, based on internationally agreed principles
taking into account the peculiarities of modern Ukrain-
ian society.

Problems of corporate social responsibility of en-
terprises and effectivesize directions of social invest-
ments is quite topical and popular subject not only
among domestic and foreign scientists and researchers,
but also among the modern management practitioners.
Leading researchers in this sphere are among domestic
scientists: V. Bocharova, O. Grishnova, V. Kovalev, A.
Kolot, E. Libanova, V. Livshits, V. Novikov, A. Shere-
met. Among foreign scientists, the most important are:
K. Wicksell, E. Domar, E. Class, J. Lindsay, P. Masse,
F. Ramsey, G. Solou, D. Stone, J. Tobin, E. Phelps, G.
Harrod, and others.

The aim of this work is to study the current state,
characteristics and development trends of social invest-
ment and social responsibility of Ukrainian enterprises
and development of directions for improving the system
of their regulation.

In modern conditions of social investment are
building blocks for sustainable business development.
Solving social problems of the region through social in-
vestment, enterprises first of all create conditions for
their future, enhance competitiveness of their products,
image in society, solvency and the quality of life of the
population.

There is a range of studies on the relationship be-
tween the volume of social investment of companies and
the trends of their development, they are polar. Some
scientists and managers of practice think that social in-
vestments are a separate kind of expense enterprise, that
brings no economic effect for its development and is
only a manifestation of corporate social responsibility
before state and society. On the other hand, establish a
close relationship between the level of development of
the company and the introduction of social investment.

It is manifested in such indicators as increasing the effi-
ciency of the workforce, the growth of sales and profit-
ability of investment, reduce energy consumption busi-
nesses and others.

One of the studies that confirms the vision of the
tightness of the relationship of social investment and en-
terprise development is carried out at the Harvard busi-
ness school survey of more than 650 companies in the
world operating in the sphere of production. The find-
ings are based on analysis of the annual financial state-
ments of enterprises over the past 15 years and of exist-
ing social programs, which are implemented by them.
Among the objects of the study included not only com-
panies that implement social programs, but also those
that do not invest their funds in the social sector. The
results of the study show that businesses that implement
social programs have the greatest growth in the rate of
economic development than those that are less active in
social responsibility towards society.Thus, in accord-
ance with the ratio of return on assets $1USD invested
in 1995 has allowed investors to gain profit in 2014 to
$7.1 USD. Thus $1 USD invested in companies that do
not implement social programs brought profit in the
amount of 48 USD [3]. Dynamics of changes in indica-
tors of profitability of own capital shows that socially
responsible companies are more efficient, so $1USD in-
vested by these companies in their own projects in 15
years converts to a 258 USD profit. Changing and gross
sales of the relevant social companies, he is 5-10 percent
higher than the companies competitors. The greatest im-
pact social investments have on the efficiency of the
workforce, which increases productivity, staff loyalty to
the company motivation to work (37.9 % excess) [3].

Volumes and directions of social investments of
enterprises increasingly depend from the sector in which
they carry out their economic activities and the estab-
lished development strategy. Overall direction of social
investments can be roughly distributed among such
groups as:

social investment in education, the most common
among large industrial enterprises in the USA and Eu-
rope that invest in the development of local educational
institutions, through total or partial reimbursement of
the cost of training, improve the quality of personnel
training, providing the bases for practice, funding edu-
cational programs students during the holidays, tailor-
made support of talented youth, stimulation of develop-
ment of professional qualities and creative abilities, the
educational distribution of rural infrastructure, creation
of modern computer and remote training systems etc.

social investment in health is also one of the most
common segments of the investing company in the
world, its main areas of focus are combating socially
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dangerous diseases in the world and disease on a mass
scale, medical assistance to the poor population and few
developed countries, mostly in Africa and Asia, improve
the infrastructure of health services in the country, staff-
ing them with the necessary modern medical equipment,
providing customized care to patients with severe dis-
ease, and more.

in the development of social potential of an enter-
prise is to invest in coaching, ensuring adequate income
and opportunities for staff development, improving
working conditions, providing opportunities of free
medical care, recreation and health maintenance, family
support staff, implementation of motivation mecha-
nisms to encourage personnel development social sup-
port of employees, retirees etc.

in the sphere of maintenance of ecological safety
of the country, is the most relevant in today's world and
are evenly spread in all countries of the world, lies in the
implementation of the environmental technologies in-
stalled wastewater treatment facilities at enterprises
manufacturing products with the lowest decay rates, the
funding of scientific research in the sphere of protection
and support environmental protection and so forth.

in the field of improvement of social infrastructure
of the city and the region, providing funds to create
funds free housing or partial compensation of their cost,
to support the development of the network of kindergar-
tens, especially in rural areas, financing of cultural insti-
tutions, the establishment of a network of agencies to
support people without homes and those that are in dif-
ficult positions, generate more jobs, development of cul-
tural institutions and enhancing their availability, the
maturity structure of public recreation etc.

the development of the local community, assis-
tance to vulnerable populations, the provision of mate-
rial assistance to persons in need, promoting healthy
lifestyles, social responsibility of individuals, sustaina-
ble development, improve the level of social capital, the
development of sport and art, the restoration of histori-
cal and architectural monuments.

aid to victims of natural disasters, is one of the most
common areas of investment abroad, is to offer material
assistance to the population in a certain period of time
in hard weather conditions which led to the loss of hous-
ing, resources, and threatening their lives. This area of
investment can be expressed in direct monetary aid and
in things, replenishing stocks of food and drinking wa-
ter.

Ukrainian socially responsible companies in most
cases, investing their resources in community develop-
ment, support to patients, disabled children and children
deprived of parental care, support of culture, arts and
sports development, especially for children. The world's
leading enterprise key the most effective directions of
social investments is considered: internal social assets
of the enterprise, the education sector of the country, in-
ternational aid to victims of natural disasters or infec-
tious diseases that is objective, because these compo-
nents allow you to cover a wider category of investment
objects and further makes it possible to provide the high-
est level of return both in the long and in the short term.

If you compare the volume of social investments of
the ukrainian and foreign enterprises they differ. For ex-
ample, USA companies invest in social projects 3-5% of
its net profits, for european companies approximately 2-
4% annual return, russian-about 1%, and ukrainian, on
average, 0.7 to 1.2%. The total number of domestic and
foreign enterprises that are socially responsible are, re-
spectively, 40% and 90% of the total number of business
entities [3].

In addition, radically different from the principles
of social investments of the ukrainian and foreign enter-
prises from the standpoint of their output abroad the
country in which they reside. Word companies are more
internationalized in the process. Almost 40% of social
investments they direct to the development of infrastruc-
ture and support of the poor of the developed countries
or those that need help in a certain time period.

Today's trends in the sphere of social investments
in Ukraine are fairly positive, over the past 10 years,
spending on social infrastructure development and im-
proving the quality of life of the population increased
almost three times, with a fairly spread number of inves-
tors and scale of social programs implemented by.

The most socially responsible company of Ukraine
is the System Capital Management (SCM), in 2014 in-
vested in the social sphere of the country more than 100
million UAH, that in 2 times more than in 2012, the vol-
ume of the declared future of social investment for the
period 2015-2016 is over 480 million UAH, the main
areas and principles of investing this company is the de-
velopment of local society, maintaining an appropriate
level of life of the population of cities in which are rep-
resented the departments of the enterprise. The priority
social programs today SCM is the development of edu-
cation, ensure its high quality and availability, the train-
ing of competent and competitive specialists, energy ef-
ficiency and utilities sector, development of social infra-
structure in towns, support the development of chil-
dren's and youth football, and many others [4, 5].

The second place among Ukrainian companies in
the ranking of socially responsible companies of
Ukraine is Kyivstar GSM, costs this company to social
programs account for about 20% of total income, the
most well-known social projects: "The child safety
Online", which includes a whole range of areas, which
are embodied at different levels and aims to teach chil-
dren the rules of online security, facilitating the creation
of safe areas on the Internet for communication, learning
and development; "For people, for country" - is aimed
at supporting orphans and disabled children, in their ed-
ucation, health and creating the most comfortable con-
ditions for their upbringing and development; mainte-
nance of ecological safety of the country, use energy-
saving technologies, gardening and landscaping cities of
Ukraine and others [2].

The group of companies NIKO takes the third
place in the ranking of social responsibility. It differs
from other separately created in the framework of the
charitable foundation "Krona", the main mission of
which is to create a socially oriented society in the coun-
try by assisting vulnerable groups of society to achieve
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a decent standard of living and equal opportunities for
development [1], the main targets of social investment
and aid are the children with deficiencies and those that
are deprived of parental care (draft "Special children",
"My cozy house" and "Big heart little life"). In addition,
NICO is implementing certain social programs that are
outside the scope of the charitable foundation are: edu-
cational program on behavior on the road and promote
the observance of traffic rules and cash assistance na-
tionwide children's Hospital center, for the purchase of
necessary medical equipment and medicines to children
affected by traffic accidents.

Among the above three leaders in the field of social
investment, it is possible to mention such ukrainian
companies as MTS Ukraine, Obolon, Kraft Foods
Ukraine, Group of companies "Foxtrot", Microsoft
Ukraine, Emst&Young Ukraine, Sandora, METRO
Cash & Carry Ukraine, Nemiroff holding and others [5].

It should be noted that a sufficiently high recent in-
vestments of foreign companies in the social sphere of
Ukraine. The main areas of investment in this case most
often are: the fight against socially dangerous diseases,
the staffing of health care institutions with modern med-
ical equipment, assistance to vulnerable categories of
population (children orphans and children with disabili-
ties), support of talented youth etc.

The experience of social investment for enterprises
of Ukraine is not new. The beginning of its development
is still at soviet times when there was a clear patronage-
mechanism of enterprises over educational institutions,
healthcare and culture. In addition, the company was re-
sponsible for the development and maintenance of an
appropriate level of social infrastructure in the surround-
ing areas, providing recreation and educational develop-
ment workers and members of their families. A negative
feature of this stage of development was the orientation
of enterprises to the needs of the state and not increase
the possibilities of obtaining the company a certain re-
turn on these investments. With the adoption by Ukraine
of the status of independence of social investing, as a
separate element of costs has almost disappeared and re-
sumed its existence only in the early 2000s. For the first
time in most cases it was incidental and spontaneous in
nature and there was no certain software in their imple-
mentation and their scale covered only a narrow circle
of persons. Today, social programs are a separate seg-
ment of the development strategy of most companies,
especially those that develop in accordance with the re-
quirements of sustainable development, they are cycli-
cal, gradual, covering a wide range of people and is con-
structed in such a way as to provide some return on in-
vestment in the short or long term. However, despite the
relatively positive trends, there are a number of prob-
lems hindering the social activity of companies and, in
turn, support the social infrastructure of the country is:

insufficient awareness of society about the social
activity of ukrainian companies, the volumes and direc-
tions of social investments, covering the essence of ex-
isting and future social programs of enterprises, their in-
fluence well the development of social infrastructure
and communities;

rather narrow field of social investment, social pro-
grams of ukrainian enterprises in most cases is aimed at
supporting vulnerable segments of the population, with
little focus on strategic areas of social development, ed-
ucation, health, the formation of social responsibility in
young people, the education of future generations, the
social infrastructure of the country;

small and medium enterprises are the main actors
in the implementation of social investment, social pro-
grams are being implemented the largest domestic com-
panies or companies with transnational business in
Ukraine;

the lack of a clear understanding of the manage-
ment of enterprises on the clear relationship between the
volumes of social investment and future economic rev-
enues;

the lack of a clear national model of corporate so-
cial responsibility in Ukraine, which makes it impossi-
ble to build a clear mechanism for strategic action of the
enterprise in the social sphere according to modern
Ukrainian realities;

low level of responsibility of the enterprises for the
provision of comprehensive, reliable and relevant infor-
mation on their financial statements and taxes;

the lack of clear legislation in the field of social re-
sponsibility and the regulation of social investment, the
lack of a flexible mechanism for providing benefits to
businesses that implement social programs and build a
socially responsible business;

the lack of uniform national standards in the field
of infrastructure development social investment;

low attractiveness of segments of the social infra-
structure of the country for investments, high level of
corruption and toning of the economy.

Comparative analysis of the development of social
investment abroad and in Ukraine, examines the trends,
status and problems in the development of social re-
sponsibility and social investments of national business
revealed the following perspectives and resources to in-
crease their scope and breadth. Among them are the fol-
lowing:

the construction of incentive mechanism of media,
a relatively constant illumination of issues of social re-
sponsibility of business and the development of social
investment in the country;

creating a legislative base aimed at stimulating en-
trepreneurs to increase the level of investment revenues
to the social sphere of the country. In this case, an ex-
ample would be the existing USA experience in this
area. In accordance with the legislative acts, the enter-
prises are entitled to tax benefits in the amount of 10%
if they are regular investors in the social environment of
the country and take part in solving critical social prob-
lems of the country;

creation on the basis of large companies of such
funds, to empower the participation of small and me-
dium-sized enterprises in large social projects. Alterna-
tively, it is possible to combine resources of medium and
small enterprises, to implement certain priority social
programs;
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the development of corporate volunteering staff, is
a common mechanism in foreign countries, implemen-
tation of this direction is developing of local society, in-
creases the company's image as a socially responsible
business, strengthens corporate culture that supports
staff development, reducing the direct financial costs of
enterprises in social investment. The implementation of
this approach involves encouraging staff to get involved
in social volunteer programs, for example, participation
in charity, visiting orphanages and nursing homes, at-
tending charity shows and concerts, conducting lectures
in schools, assistance to young professionals in acquir-
ing the necessary skills;

assistance to development in Ukraine "banks of
time", the essence of which consists in the generation
and accounting of time that an individual spends on
providing them with volunteer help, 1 hours equal to one
credit. If in your lifetime there are situations when the
investor will require help, he can ask to "bank of time"
and receive help from another person in the amount of
credits he amassed during their volunteer activities. This
method is widely used in developed foreign countries
and declared itself as quite effective;

encouraging companies to use charitable non-
profit organizations as a separate generating facility of
the total volume of social investing allows you to accu-
mulate and spend funds purposefully allocated for the
social support of the community;

increase transparency of charity foundations and
social costs of the enterprise, allows to increase the de-
gree of trust funds and advocate of socially responsible
business in the country.

Certain the study areas will have certain social and
economic effect, which is manifested in the increase in
the degree of confidence of enterprises social invest-
ment would increase the level of their impact, will help
to develop social infrastructure and improve the overall
quality of life of the population of Ukraine.
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IMapxomenko FO. M. Po3BuTOK cucTeMu comi-
aJIbHOT0 iHBECTYBaHHS Ta COLIAJBLHOI BilMOBina b-
HocTi Oi3Hecy B YkpaiHi

B craTTi po3risiHyTO CYTHICTH Ta POJIb COIiANIb-
HOT0 iHBECTYBaHHsI B 3araJibHil cTparterii 6i3Hecy. [Ipo-
BEJICHO MOPIBHUTLHUI aHalli3 00CATiB Ta MaclITadiB iH-
BECTHUIIHUX BKJIQJCHb 3aKOPJOHHUX Ta BITUHU3HIHHX
KOMITaHii B comianbay cdepy. PosrmsayTo ocobnuBocTi
moOyMOBU TOJITHKH  COIIAJIbHOT  BiAMOBIJALHOCTI
MPOBITHUX YKPaiHCHKUX KOMIIaHii. Bu3HaueHO KiTto-
9OBi MPOOJIEMH, IO CTPUMYIOTH B YKpaiHi pO3BHTOK
COLIANBEHO BiNOBIAaIBHOTO Gi3HECy. BrokpemiieHo pe-
3epBU Ta MEPCIEKTHBU 30UIBIICHHS OOCATIB Ta Mac-
IITA0OHOCTI COLAJIbHUX 1HBECTHULIIH.

Knrouoei cnosa: couianbHi 1HBECTHIN, collialbHA
BIJIMOBIANBHICTh, C€(EKTHBHICTh, BiJjadya BiJ iHBe-
CTHIIIH, comiaiabHa chepa.

IMapxomenko 0. H. Pa3BuTne cucreMsl coum-
aJIbHOT0 MHBECTHPOBAHMSI M COLMAIBHOIN OTBeT-
CTBEHHOCTH OM3Heca B YKpauHe

B crarbe paccMoTpeHa CyIIHOCTb U POJIb COLIUAb-
HOTO WHBECTHPOBaHHUS B OOIIel crparerun Ou3Heca.
[IpoBenena cpaBHUTENBHAS XapaKTEPUCTHKA 00BEMOB U
MacIITabOB HHBECTHIIMOHHBIX BIIOKCHUH 3apyOe HBIX
U OTCUCCTBEHHBIX KOMIIAaHHH B COIMANBHYIO cdepy.
PaccMoTpeHbl 0COOEHHOCTH MOCTPOEHUS TIOJIMTUKU CO-
[IMaJTbHOM OTBETCTBEHHOCTH YKPAWHCKUX KOMITAHHUM.
Y CTaHOBJIEHBI KITFOUEBBIC MPOOIEMBI, CIIEPKUBAIOIINE B
YKpauHe pa3BHUTHE COIMAJIbHO OTBETCTBEHHOTO OM3-
Heca. OnpezienieHbl pe3epBhl U MEPCIIEKTUBbI yBenuie-
HUS 00bEMOB U MaCIITaOHOCTH COIMAITEHOTO UHBECTH-
pOBaHMUSL.

Kniouesvle cnosa: couuanbHble UHBECTHIINH, CO-
[UaTbHass OTBETCTBEHHOCTh, d(P(PEKTUBHOCTH, OTHAYA
OT MHBECTHIINH, coltaibHas chepa.

Parkhomenko Yu. M. The Development of So-
cial Investment and Responsibility of Business in
Ukraine

The article considers the nature and role of social
investment in the overall business strategy. The compar-
ative characteristic of the volume and scale of invest-
ments by foreign and domestic companies in the social
sphere. The features of the construction of the social re-
sponsibility policy of the Ukrainian companies. Estab-
lished the key problems hindering the development of
Ukraine in a socially responsible business. Identified re-
serves and prospects for increasing the volume and
scope of social investment.
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THE FORMATION OF THE KEY ASSETS OF HUMAN CAPITAL
AT THE CORPORATE LEVEL

Statement of the problem. Socio-economic trans-
formations in Ukraine, could not affect the sphere of for-
mation and use of human capital assets at the corporate
level. Modern production requirements are accompa-
nied by the emergence and spread of new corporate val-
ues and competencies and a new attitude to training of
personnel.

Developing in line with global trends, ukrainian in-
dustrial enterprises try to create all necessary conditions
for the effective reproduction of human capital, facilitat-
ing the transition to the innovation stage of development
of the enterprise. All this implies the need to achieve not
only high levels of development of personal and profes-
sional qualities of the staff, but their professional abili-
ties to the reasonable introduction of innovations in pro-
duction, forecasting and planning of its activities with a
focus on trends in technology and production.

Analysis of recent researches and publications.
The study challenges the training and development of
staff within the formation and reproduction of human
capital are widely considered in the scientific works of
leading domestic scientists A. Amosha, V. Antonyuk,
S. Bandur, L. Beztelesnaya [1], N. Boretskaya, D. Bo-
ginya, S. Kalinina, A. Kolot, G. Nazarova, V. Niki-
forenko, O. Novikova [2], T. Petrova [3], V.
Savchenko[4], L. Shaulskaya [5], etc. Despite the high
level of research shows the problem, the formation of
the key assets of human capital at the corporate level are
not yet enough investigated domestic economic science.
Accordingly, the change of approaches to the formation
of human capital assets in the enterprise requires new,
effective methods and forms of staff training that causes
the relevance of this study.

The aim of the article is research of features of
formation of human capital assets at an enterprise level
and development of recommendations on improvement
of the development system and professional develop-
ment of staff.

Presentation of the basic material. Successful
implementation of strategic objectives and short-term
plans of the company, balanced development of social
and labor relations in the conditions of instability of ex-
ternal environment is largely dependent upon the effec-
tiveness of staff management and rational use of labor
potential.

Currently one of the modern tools of personnel
management for the HR Manager and the head of the
company is the evaluation of staff based on the compe-
tency model. The use of this HR-instrument as the
model of competences will give the company a more ef-
ficient way to manage the following processes: achieve-

ment of strategic goals; selection of personnel; evalua-
tion of personnel; development of corporate culture; em-
ployee training; employee development; work with the
personnel reserve.

A competency model may include a variety of
knowledge, abilities, skills and personal characteristics.
The main requirement that is presented to them, they
should be described in the form of indicators of behav-
ior. All competences are described through behavioral
indicators.

Competencies can be used as a tool for evaluation
or selection of candidates, and you can become a "core"
around which will be built the entire system of personnel
management. It is important that the project to develop
a competency model was supported by line managers
and top managers. Without their participation, only by
service personnel, the project very difficult to imple-
ment.

The model of competences will allow to define and
estimate precisely the qualities that are important for the
enterprise to achieve its goals and objectives, but also
facilitate the process of integration of competences in
the system of development of employees, facilitating
achievement of business goals.

The use of a competency model will enable em-
ployees to clearly understand which qualities and skills
depends on their promotion. If the decision on promo-
tion is based on clear criteria, the staff perceive it as
more fair. It is very important to align corporate values
with core competencies.

As a basis for building a competency model is pro-
posed to use the value system of the enterprise, includ-
ing: leadership, professionalism, customer focus, relia-
bility and teamwork. For each of the above values it is
necessary to formulate the appropriate competencies for
staff.

A competency model is a kind of manual step-by-
step repetition of the mission and strategic goals and ob-
jectives of the enterprise, with a clear understanding of
the place and importance of every employee in the pro-
cess of building an effective business.

Leaning and relying on longtime experience of
using competency model to assess and personnel man-
agement by companies such as Microsoft,
Procter&Gamble, Coca-cola, DTEK, LLC "Metinvest
Holding", which took place the process of introduction,
adaptation and improvement competency model, it is
possible to form a model of core competencies for the
company (table 1).

Using a competency model, the company will be
able to: clearly define standards and expectations to em-
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ployees; lead the activities of individuals, groups and
managers in accordance with the organization's strategy;
create plans of development for themselves and subor-
dinates; to increase the level of responsibility and com-
petence of managers, evaluate activities of employees,
and the employees themselves, but also to raise the level
of competence of the whole enterprise.

Table 1

Model of key enterprise competencies

The values of
the company

Competence

the ability to take responsibility for deci-
sions

the ability to set goals and achieve them
continuous improvement of processes
effective management of resources

focus on your own development

the customer satisfaction

Leadership

Professionalism

Customer focus focus on quality execution of work
. strict quality control
Reliability stability in the following order
the formation of a trusting relationship
Teamwork focus on the team achieving a common

goal

The difficulties that may arise at the enterprise
when implementing competencies: a rejection by the
staff of any change of control, rejection and fear of the
new; the reluctance to be assessed; errors in the defini-
tion of competencies, as a consequence of not following
the correct order of the company; lengthy and complex
descriptions of competences make it difficult to under-
stand their employees.

The risks facing the company: description of core
competencies for the enterprise is strictly confidential,
because competitors on the basis of the competence
model can get a detailed picture of the life and activities
of the company, its strengths and weaknesses, business
priorities and business strategies; lack of compliance
with the objectives of the company have developed
competencies and personal objectives of each employee
within the company. It is important to achieve harmony
and unity of purpose.

For more effective personnel management it is nec-
essary to expand the duties of the special (professional)
competence, as they allow to evaluate behavioral char-
acteristics of each employee.

A competency model is the basis for the training
and development of employees. It helps to determine
what skills are required by employees at their positions
and what you need to train your employees.

It is therefore appropriate to develop and imple-
ment industrial enterprise development system and the
professional development of staff which will identify
and justify the methodological guidance of the process
of formation and development personnel and which
meets the following criteria:

saving and transfer of knowledge (development of
training programs will involve knowledge of all the best
experts of the enterprise);

the universality (the system will be replicated to all
enterprises);

the prompt response to existing gaps (response will
occur through the assessment of performance indicators.
The programs will be developed in a problem, resulting
in reduced production efficiency);

the development of engineering capability (will lay
professional knowledge — the basis for the solution of
engineering problems in the development of technol-
ogy);

the measurability and transparency (will be based
on a qualitative assessment before and after training).

The proposed name of the system — "School of Pro-
fessional", a feature of which is saving and transmission
of knowledge by internal experts (training and mentor-
ing). School of Professional complements existing sys-
tems, which also give contribution to the development
of professionalism.

Also assume the creation of a "School of excel-
lence" to share best practices and development Pro-
grams of Personnel reserve, which will allow to develop
professional knowledge through project activities (de-
velopment of technologies / equipment).

The basis for the School of Professional founded
the universal cycle, which consists of five steps (Fig. 1).
The detail and the used instruments can be modified de-
pending on the specifics of production and enterprise.

Step 1. Defining the target audience for training.
The Organization of the Schools. The objective is to
identify staff who need training; to organize the School
of Professional share the responsibility in the Schools
(Fig. 2).

Step 2. Diagnosis. The challenge is to identify the
skills gaps and shortcomings of existing regulations, in-
structions, standards.

Step 3. The preparation and planning. The goal is
to improve the quality of regulations, instructions and
development of training programs.

Stage 4. Implementation, namely, to train staff and
to fix knowledge in practice through mentoring.

Step 5. Assessment. The replication of experience.
The goal in this step is evaluation of obtained
knowledge, improve performance, replication of the
training program for related businesses.

School of Professional is being implemented
through a disciplinary approach. Leaders of disciplines
are considered the main experts of the enterprise. The
proposed procedure for the determination of workshops
for staff training:

1. Disciplines leaders prepare their proposals for
the shops, urgently requiring advanced training.

2. Review and approval of proposals of Leaders of
the Discipline at the level of functional directors (pro-
duction, engineering, technology). Department heads
will announce their assessment of the level of qualifica-
tion of personnel of their departments.

3. Coordination of Schools of Professional and
workshops with the director of the company.
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Task:

* Identify staff who require training

* Organize School of Professional share the responsi-
bility in the Schools

Defining the target audience for training.
The Organization Of Schools

Task: o

* To assess the knowledge = g

* To assess the improve- gs é,) Leadership
ment in operational perfor- 2 § 2 (engage the
mance %5 manual)

* Replicate training pro- <X 5

grams on related enter-
prises

Task:

* Train staff
* To consolidate the knowledge in
practice (Mentorship)

Task:

To identify gaps in skills
* To identify the shortcomings of
existing regulations, instructions,
standards

Task:

* To improve the quality of
regulations, instructions (if
necessary)

* Develop training programs

Fig. 1. Levels of functioning School of Professional

Heads of technical services of the enter-
prise

(Chief technologist,
Chief power engineer)
Organizes training within
their Schools

Specifies Experts
Organizes extra resource to
assist assessors
Evaluates the results of
their Schools

"

Chief mechanic,

The best in the profession, the
authority of the company (from
among the Deputy heads of
technical services and work-
shops)
Conveys
knowledge.

* Develops training programs.
* Conducts training

professional

The head
of school

Foreman

* Responsible for the conduct and
efficiency of the School within
the framework of the workshop
* Determines the areas of the plant
requiring  staff  development
* Delegates the responsibility for
the organization to supervisors
* Organizes technical services
company to support

S

* Chiefs

* Responsible for the effective-
ness of staff training

* Support experts in the develop-
ment of training programs (re-
source, content)

d

The number of experts involved:
not less one Expert for one shop

Fig. 2. The distribution of roles in the School of professional

Speaking about the improvement of the system of
education, training and skills development at the enter-
prise it should be noted that currently, the nature and
role of HR management is influenced primarily by the
following factors (Fig.3):

1) radically changed the systems and functions of
personnel management and business relationships with
each other;

2) virtually disappeared many coordinating educa-
tional centers, helped the company to work with staff;

3) the lack of a common methodological base has
stumped most of the businesses operating the old-fash-
ioned way;

4) most of the problems in the sphere of work with
personnel has not just changed, but it got sometimes the
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opposite orientation (the problem of shortage of person-
nel has changed its release, excessive employee turno-
ver excessive stability, a very acute problem of rejuve-
nation of personnel, etc.); in such circumstances, the
earlier accumulated experience were almost unaccep-
table;

Sources of information

Existing technical docu-
mentation: instructions,
regulations, standards

5) new business environment and management
came into conflict with the inertia of the mentality, the
psychology of dependent and passive employee. In such
circumstances should radically change the attitude of the
leadership of the enterprise to personnel services and
staff training in particular.

| Training Expert
trainers (Train The
Trainer)
technical services |
) The Staff -
| training S Mentoring
training
- [ program
Theoretical knowledges

(Expert interacts with
higher educational institu-
tion — if necessary) |

Database of best practices |
for operational improve-
ments, technology /
eaninment [

|
|
I
I
|
I |
Designed / developed 1
| technical documents
(on this issue, the Expert
| engages and coordinates —
I
|
I
I
|
|
I
I
1 =

It is recommended to
train older workers

The expert observes
the realization of the
obtained knowledge
in practice. Corrects
the work
Corrects the work.

Fig. 3. Development of programs and training

A strategic objective under the new economic con-
ditions must be move beyond accounting and control
functions of the system of training and skills develop-
ment to analytical. It is necessary to assume personal re-
sponsibility for the level of qualification of the subordi-
nate employees on the master and foreman.

It is also necessary to link the level of tuition free-
lance teachers of theoretical training not only the num-
ber of classes, and with their level of attendance workers
in the shops.

In the prevailing conditions required a stricter ap-
proach to the award of high and highest qualification
level at the end of the production-technical courses (es-
pecially for maintenance personnel). To this end, in our
opinion, it is necessary:

1) to develop and approve the list of test qualifica-
tion works;

2) to create a commissions for certification of
workers qualification at level 6 and above with the in-
clusion of specialists of the chief engineer, department
chief engineer, technical control, technical division and
the central laboratory;

3) to implement in the practice of awarding the
highest qualification level only after passing the exami-
nation employees of the commission;

4) in order to maintenance personnel when as-
signed the highest qualifying discharges to provide a
passing test qualification is not in the shops and at the
training and production area under the supervision of an
instructor or master teachers.

18

The conclusions and suggestions. In modern con-
ditions formation and use of human capital assets at the
corporate level has some drawbacks and needs improve-
ment. Development and implementation in industrial
enterprises the proposed model of core competencies
will clearly identify standards and expectations for staff
to lead the activities of individuals, groups and manag-
ers in line with the strategy of the organization. The cre-
ation of the proposed system development and improv-
ing professional staff development will give the oppor-
tunity to identify and justify the methodological guid-
ance of the process of formation and development of the
frames, to compare the size of the budget with identified
needs, set priorities in vocational training. From the im-
plementation of the proposed measures to improve the
structure of personnel potential, the development of vo-
cational training of workers of industrial enterprises will
receive not only the economic effect, expressed in in-
creasing the productivity, profitability of production ac-
tivities, but also social, which is realized in the form of
increased employee satisfaction with various aspects of
employment, improving the socio-psychological cli-
mate in the team, improving corporate culture.
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Boituenko B. C. ®opmMyBaHHS KJIIOY0BUX aKTH-
BiB JIIOJICBKOT0 KaMiTaJy Ha KOPHOPAaTUBHOMY PiBHi

CratTs MpHUCBSYEHA JOCHTIIPKEHHIO OCOOIUBOCTEN
(OopMyBaHHSI KIFOUOBHX aKTUBIB JIIOJICHKOTO KamiTary
Ha KOPIIOPATUBHOMY piBHI 1 po3poOIli peKoMeHmalii
II0JI0 BJIOCKOHAJIEHHSI CHCTEMH PO3BUTKY 1 MiJIBUIIICHHS
npodeciiiHoi kBamidikarii mepconary. B xomi mocmi-
JDKEHHS OOTPYHTOBAHO, IO HA CYJaCHOMY €Tarli OJJTHUM
i3 Cy4acHHX BaKeJiB yIIPaBIIHHS IEPCOHAIIOM € OIliHKa
MepCoHATy Ha OCHOBI MOJIEJi KOMITCTEHII, BUKOPHC-
TaHHS SIKOI JacTh MiATPHUEMCTBY MOMIIMBICTH OLIBII
€(PEKTUBHOIO YIPABIIHHSA TAKUMHU MPOIECAMH: JOCST-
HEHHSI CTPATETIYHUX IIJICH; Mia0ip MepcoHaly; OIlliHKa
MEPCOHAITY; PO3BUTOK KOPIOPATHBHOI KYIBTYpH; HaB-
YaHHS CIiBPOOITHHUKIB; PO3BUTOK CITIBPOOITHHUKIB; pPO-
00Ta 3 KaJIpOBUM pe3epBOM. BeTaHOBIIEHO, 110 po3po0-
Ka 1 BIPOBADKEHHS HAa MPOMHUCIIOBHX MiAMPUEMCTBAX
3alPOTIOHOBAHOI MOJETI KIIFOYOBUX KOMIICTCHIIH Ta
CUCTEMH PO3BHUTKY 1 ITiIBUILICHHS PoQeciiHoi KBamipi-
Kallii IepcoHaly JT03BOJIUTh BUSIBUTH 1 OOIPYHTYBaTH
METOJIOJNIOTi4HI OPIEHTHUPH MIPOIIECY CTAHOBIICHHS 1 PO3-
BUTKY KaJpiB, 3iCTaBISTH PO3Mip OFOIDKETY 3 BHSBIIC-
HUMH MOTPeOaMH, BCTAHOBIIOBATH TPIOPUTETH B TPO-
(eciiiHOMy HaBYaHHI, MO CIPHUITAME IiABUIIECHHIO
MPOJAYKTUBHOCTI Tpalli, 3pOCTaHHIO 3aJ0BOJICHOCTI
TepPCOHANTy PI3HUMH acleKTaMH TPYIOBOI JisSUIBHOCTI,
MiABHUIIICHHIO KOPIIOPATUBHOI KYIBTYpH.

Kiouogi croea: AFONCHKUHA KaIiTall, aKTHBH JIFOI-
CHKOTO KalTliTaiy, YIpaBIiHHS JIFOJICEKHMHU PECypPCaMu,
MePCOHAN, MOJIeNTb KIFOUOBUX KOMIIETEHIIH, KOpIopa-
THBHI IIHHOCTi, HABYaHHS, PO3BUTOK 1 IIiJIBUIICHHS
npodeciiiHoi KkBaidikarii, mKkona npogecionana.

Boiiuenko B. C. ®opmupoBanue KJII04YeBbIX aK-
THBOB YeJ0BEYECKOr0 KANHTAJA HA KOPIOPATHB-
HOM YpPOBHe

CraTps MOCBSIIEHA UCCIIEN0OBAHUIO OCOOEHHOCTEN
(hopMHUPOBaHMS KIIIOYEBBIX aKTUBOB YEIOBEYECKOTO Ka-
MUTajIa Ha KOPIIOPAaTHBHOM YPOBHE U pa3paboTKe peKo-
MEHALUI 10 COBEPILIEHCTBOBAHUIO CUCTEMBI Pa3BUTHUS
Y TTOBBIICHUS TPO(HECCUOHATEHON KBATH(DUKAIINH TIEp-

coHana. B xoze uccnemoBanust 000CHOBAaHO, YTO Ha CO-
BPEMEHHOM 3Tale OJHAM M3 COBPEMEHHBIX PhIYaroB
yIpaBJIeHHsI IEPCOHATIOM SIBIISIETCS OLIEHKA TIepCoHaa
Ha OCHOBE MOJENHM KOMIETEHIMi, UCIIO0JIb30BAaHHUE KO-
TOPO# aCT MPEINPUATHIO BO3MOXKHOCTE OoJee 3 dek-
TUBHOTO YIIPABIICHHUS CIETYIONUMH TIPOIECCAMHE: JIO-
CTIKEHHE CTpaTerHuecKuX Leliei; moadop nepcoHana;
OlLIeHKa TIepPCOHAIa; Pa3BUTHE KOPHOPATHBHOM KYJib-
TYypbI; 00y4eHHE COTPYIHUKOB; Pa3BUTHE COTPYIHHUKOB;
paboTa ¢ KaapOBEIM PEe3epPBOM. Y CTAaHOBIICHO, YTO pa3-
paboTka W BHEOPEHHE HAa IPOMBIILICHHBIX MPEIIpPH-
ATHAX TPEAJIOKESHHONW MOJENH KIFOUYEeBBIX KOMIIETEH-
LU U CHCTEMBl Pa3BUTHS W TOBBILICHUS TPOdecCHO-
HAJILHON KBaJTH(DUKAINH IIEPCOHANA TI03BOJIHT BEISIBUTH
U 00OCHOBaTb METOMONIOTHUECKHE OPHEHTHPHI IPO-
1ecca CTAaHOBIICHHS M Pa3BUTHS KaJPOB, COIIOCTABIIATH
pasMep OrojpKeTa ¢ BBISBICHHBIMH TOTPEOHOCTSIMH,
YCTaHABIMBATh MPUOPUTETHl B NPOGECCHOHATLHOM
00y4eHnH, 4TO OyAeT CHOCOOCTBOBATH MOBBIMICHUIO
MPOM3BOAUTENLHOCTH TPYZa, POCTY YAOBICTBOPEHHO-
CTH TIEpCOHAJIA PA3TMYHBIMK aCTICKTaMHU TPYIOBOH Hes-
TENILHOCTH, TIOBBIIICHUIO KOPIIOPATUBHOM KYJIBTYPBI.

Knroueswvie cnosa: uenoBeveckuil KanuTajl, aKTHBBI
YEeTIOBEYECKOTO KaIKTANa, YIPABICHUE YeJIOBCUCCKUMU
pecypcaMu, MEepCOHAN, MOJENb KITIOYCBBIX KOMIECTEH-
1A, KOPIIOPATUBHBIC LICHHOCTH, 00YYCHHUE, Pa3BUTHE U
MOBBIIIICHHE  TPOPECCHOHATLHOW  KBaJTH(UKAIIVH,
mIkoJia npodeccuoHana.

Boychenko V. The Formation of the Key Assets
of Human Capital at the Corporate Level

The article is devoted to research of features of for-
mation of key assets human capital at the corporate level
and developing recommendations to improve the system
development and professional development of staff. In
the study proved that at the present stage one of the mod-
ern tools of personnel management is the evaluation of
personnel based on the competency model, which will
give the company a more efficient way to manage the
following processes: achievement of strategic goals; se-
lection of personnel; evaluation of personnel; the devel-
opment of corporate culture; employee training; em-
ployee development; work with the personnel reserve. It
is established that the development and implementation
in industrial enterprises the proposed model of core
competencies and development system and professional
development staff will identify and justify the methodo-
logical guidance of the process of formation and devel-
opment of the frames, to compare the size of the budget
with identified needs, to establish priorities for profes-
sional learning that will enhance productivity, increase
employee satisfaction with various aspects of the em-
ployment environment, enhance corporate culture.

Keywords: human capital, assets, human capital,
human resource management, personnel, model of core
competencies, corporate values, training, development
and professional development, school of professional.
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FEATURES OF FORMATION AND DEVELOPMENT OF THE YOUTH SEGMENT OF
THE REGIONAL LABOUR MARKET

Statement of the problem. In recent years, the
Ukrainian labor market is in a state of transformation,
which is accompanied by some negative consequences,
in particular associated with declining productivity, de-
teriorating employment conditions, the distribution seg-
ment of non-standard employment and so on. Particu-
larly acute in the labor market raises the question of
youth employment, which has specific features and feels
certain barriers to enter the market specified. In modern
conditions of economy development there are many
challenges in youth employment, namely the imbalance
of supply and demand in the labor market due to the lack
of informed state order for staff training; the reluctance
of employers to hire young specialists; the unsatisfac-
tory level of realization of the state youth policy. Youth
unemployment is an urgent social problem and requires
the development of effective measures to deal with it.

Analysis of recent researches and publications.
A significant contribution to domestic economic re-
search of the labor market and youth employment made
by S. Bandur, D. Bogynya, L. Beztelesna [1], V. Va-
silchenko, S. Vovkanych, O. Grishnova, M. Dolishniy,
T. Zayacz’, S. Zlupko, L. Ilyich [2], A. Kolot, M. Kry-
mova [3], E. Libanova, L. Lisogor [4], G. Nazarova, V.
Onikienko, V. Onishchenko, 1. Petrova, V. Petyuh, N.
Titova, U. Sadova, L. Semiv, O. Homra, M. Shalenko,
V. Shamota, L. Shaulska [5], L. Shevchenko, N. Ya-
kimova [6] and others. However, the problem of re-
search of features of formation and development of the
youth segment of the regional labor market remains rel-
evant and needed revision of existing and development
of new measures to tackle the issue of youth employ-
ment, which should become the basis of providing pro-
fessional and qualification balance on the labor market.

The aim of the article is research of features of
formation and development of the youth segment of the
regional labor market, assessment of the status of youth
employment in the Donetsk region, identification of
problems of youth employment in terms of socio-eco-
nomic imbalance and the development of measures to
tackle the problem of youth employment.

The presentation of basic research materials.
Today, youth employment is one of the most urgent so-
cio-economic problems of the ukrainian society. It is
young people account for almost 40% of global unem-
ployment. According to statistics of the European Un-
ion, unemployment among young people is 2.4 times
higher than among adult population groups. Experts say
that the earlier a youth enters the labor market, the
higher the instability of her employment, high turnover,
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which leads to direct moral and material losses both for
youth and for society as a whole. On the one hand, the
youth has a fairly large and significant advantages com-
pared with other age categories of the working-age pop-
ulation: a longer uptime, better health status, high level
of education and mobility. On the other hand, young
people lack relevant experience, to feel competitive in
today's job market.

Youth integration into the labor market occurs
mainly after graduation. In conditions of considerable
excess labor supply over demand into effect the laws of
market competition: the employer has the choice of la-
bor market those who meet his exact requirements re-
garding qualification, work experience. Young people
do not always these criteria is able to compete in the la-
bor market for the existing vacancies. And this is the
cause of complications in future employment, reduction
of labor force quality and productivity of public produc-
tion. As a result, unemployed youth decreases motiva-
tion for socially useful work.

Thus, the determinants of the development of the
youth segment of the labor market due to certain fea-
tures of the social situation and the employment behav-
ior of young people: a qualitative and quantitative im-
balance of supply and demand of labor force; high edu-
cational level; low adaptability to economic and social
environment; higher requirements for employment
(prestige, income), the content, nature and conditions of
work; high professional and territorial mobility, due to
the weakness of economic and social relations of the
young man. And in this context, the study of the prob-
lems of youth unemployment, the search for ways of its
decision are extremely important and relevant.

With the aim of studying the peculiarities of for-
mation and development of the youth segment in the re-
gional market of labor analyze the labor market of Do-
netsk region.

Today the situation on the labor market of Donetsk
region is quite tense and is characterized by negative
trends that are associated with the lack of a sufficient
number of quality jobs, narrowing the scope of applica-
tion of labor, the growing strain on local labor markets
due to increased internal migration of the population.

According to the latest data of household survey on
methodology of the International labor organization
(ILO) on average for 9 months 2015 the number of em-
ployed people in the Donetsk region, in comparison with
the similar period of 2014 decreased by 58.1% and
amounted to 760,7 thousand persons. The employment
rate of the population in the Donetsk region decreased
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from 56,1% to 50.6%. The unemployed population aged
15-70 years on average for 9 months of 2015, compared
with the same period of 2014, in the Donetsk region de-
creased by 41.9 % and totaled 119.5 thousand persons.
The unemployment rate in Donetsk region of economi-
cally active population grew by 3.4%, from 10.2% to
13.6%. The ukrainian average level of unemployment
for 9 months of 2015 is 9.0% [7].

The volume of production declined on average by
half compared with last year: total — almost 4 times — in
the chemical industry; 3 times — in the food industry; 2.5
times — in an easy and extractive industries; almost dou-
bled in mechanical engineering and metallurgy. Re-
duces the demand for workers in almost all economic
activities. There is a narrowing of the scope of applica-
tion of labor. The number of vacancies which the em-
ployers have informed the employment centers, as of
January 1, 2016 amounted to 355 units and compared
with the corresponding period last year, dropped three
times (on 1 January 2015 — 1.1 thousand). There is a
growing imbalance between demand and supply of la-
bor. As of 1 January 2016 for the vacant working place
claimed 60 unemployed (on 1 January 2015 — 25 people)
[8].

Unemployment defined by the ILO, among young
people aged 25-29 for the first 9 months of 2015 was
10.8%. Among those aged 15-24, this index was 21.8%
and was twice higher than the figure among all age
groups. High unemployment due to the fact that many
young people lack the relevant professional skills and
experience.

In conditions of radical changes in the labor market
the most affected is the youth. The total number of youth
up to 35 years, which was registered with the employ-
ment service of Donetsk region in 2015 was 31.5 thou-
sand people, which is 36% less than in 2014. But it ac-
counted for 43.8% of the total number of people who
were given the status of unemployed, that is, almost
every second [8].

As of 01.01.2016 the number of registered unem-
ployed with the employment service of the region was
21.2 thousand people, of which 39,8% - young people
under 35 years. More than 60% of youth registered with
the employment service are women. In the professional
section 46% of young people under 35 years old held
jobs, 43% were office employees and 11% of places that
don't require special training.

It should be noted that the educational level the
greater the number of unemployed who were registered
in the course of 2015, had higher education levels
(50% - basic higher, incomplete higher and complete
higher), 35% had vocational training, 11% overall, 4%
of basic general secondary and elementary.

Ratio analysis of the professional composition of
the persons to the needs of employers, indicates struc-
tural heterogeneity of the regional labour market. The
biggest difference between supply and demand is noted

in the following occupational groups: 4.1 times supply
exceeds demand employers of legislators, state employ-
ees, leaders, managers (managers); 3 times — technical
employees; more than in 2 times — in the professionals,
specialists, elementary occupations, skilled workers
with tools, the workers in the sphere of trade and ser-
vices [7].

For 2015 registered in Donetsk regional employ-
ment center there were almost 2 thousand graduates. Al-
most every second (i.e., 72% of the total number of
graduates) graduates of higher educational institutions
(HEID), one in four (i.e. 25%) — graduate vocational edu-
cation institutions (VEI) and 3% were graduates of sec-
ondary schools (SS) [8].

Modern realities, unfortunately, prove that the ed-
ucation system and the needs of the labor market are two
parallels, which, it seems, will cross soon. The govern-
ment spends considerable funds for training in high
school for so-called "prestigious" professions (lawyer,
economist, accountant, manager, etc) and at the same
time, considerable costs are used to pay allowances to
graduates already unemployed.

Since 2012, Donetsk regional employment center
embedded sociological surveys of young people (using
questionnaires and short-term monitoring) with the pur-
pose of building feedback with young people of the re-
gion regarding their needs. Main areas of research relate
to: the needs of young people related to the field of pro-
fessional self-determination; identify the level of profes-
sional self-determination of students; self-assessment of
youth situation in the labor market; life position of youth
and the level of readiness to change; level of develop-
ment of the technical skills of job search and self-
presentation to the employer.

In Donetsk region the survey was carried out 10096
people aged 15 to 35 years. Analysis of survey results
enables to draw the following conclusions: (2014-2015)
[8]:

1. Peculiarities of self-assessment by young people
of their situation in the labor market: 87% of the re-
spondents though not satisfied with the current state of
their unemployment, but continue to occupy a passive
position and, in most cases, not planning any specific
steps of changing the situation. Position in life — passiv-
ity and the waiting for suitable vacancies.

2. Job searching methods. About half of respond-
ents (50%) when looking for work appealed to a narrow
range of sources of information about job openings
(people close, directly to the enterprises and ads on the
Internet). Almost 65% of unemployed youth there is no
resume.

3. The choice of a profession. This trend has been
analyzed in 2012-2013. In the latter studies was col-
lected information, which generally corresponds to the
preliminary data and echoes the results of the survey
"Youth of Ukraine-2015" commissioned by the Minis-
try of youth and sports of Ukraine Young people remain
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the trend for choosing professions "white collar" than
workers. When choosing your specialty, only half of
youth representatives of the region focus on the spe-
cialty that fit the interests, hobbies, abilities. 30% focus
on specialties that can provide a decent income.

4. The main principles in choosing a school: the
high level of teaching — this was indicated by 25% of
respondents, convenient location — 24%, the ability to
get education for free — 21%.

Among the main motives is the desire to improve
education: a personal need for a higher level of educa-
tion — 53%, possibility to apply for a more prestigious
job —53%, the possibility of higher earnings — 50%.

5. The selection criteria of vacant positions youth.
The most important aspect in young people have got a
good pay — so says 87% of the employed respondents,
only 35% said interest in the work, and 24% — the ability
to achieve something.

6. Active provision of employment through open-
ing their own business. Answering the question, would
they have to become entrepreneurs, to start their own
business, more than one third of the number of young
people noted that they would like, but they are hindered
by various circumstances (35%). The majority of re-
spondents obstacle to their own business consider a dif-
ficult economic and political situation, the lack of initial
capital and high taxes.

Sociological studies show that the main causes of
youth unemployment are: insufficient information about
the requirements set by employers for professional and
personal qualities of the future employee; a wrong
choice of profession.

Acquired a graduate profession is often such that
there is no demand in the labour market. Thus, the sur-
vey of students of psychological and pedagogical spe-
cialties have shown that they intend to work in their cho-
sen profession for 77.3% of the surveyed students of the
first course; 17.3% are still undecided; and only 4.0%
have no such intention. But among students of the fourth
year only 50% are willing to work in your chosen pro-
fession. A higher percentage of fourth-year students
(nearly half of first-year students) who are still unde-
cided — 37,9%; and 12.1% of respondents do not intend
to work in their chosen profession.

The survey of employers showed that only 21.1%
of them in employment provide benefits to employees
aged 18 to 25 years. A significant proportion of employ-
ers (62,7%) prefer to have employees aged 26 to 30
years. At that 72,8% of employers are choosing em-
ployee with experience in the specialty. Graduates of
HEI and VEI provide the advantages of only 17.4% of
employers).

Another trend is the high unemployment rate is
partly explained by the fact that young people prefer to
work at home, the advantages of which are obvious:
convenient schedule, no attachment to a particular place
of work (office) — hence the lack of travel expenses,

meals. Of course, such work is not always legal, and
payment usually passes tax. For example, the house em-
ploys translators, teachers, and representatives of the
service sector — hairdressers, chefs, tailors, etc. Best of
all — and in the office and at home — feel, of course, IT
professionals. And the reason is not only in the eco-
nomic problems of the state and individual enterprises,
firms and companies, but also in the formation of a new
business psychology in youth. Or rather — in a funda-
mentally new attitude towards working hours. Many
who wants to combine work and education or training.
But employers don’t ready for that.

Thus, we can conclude that young people cannot
find an appropriate job for the following reasons: overall
reduction in the number of jobs has provoked the emer-
gence of the labor market a large number of qualified
professionals who make competition very difficult; even
in a period of stability, employers were not enthusiastic
to work for young professionals, and in times of crisis
they are, if need frame, only a highly qualified and with
some experience. That is, everywhere looking for expe-
rienced; on the one hand, the competence level of young
specialists does not meet the requirements of employers,
on the other, the needs of young people do not meet
many of the proposals that exist today in the labour mar-
ket.

In this context, the main stages of work to promote
youth employment, improving competitiveness can be
defined as follows: use active measures to promote em-
ployment; forming an active behavior on the labor mar-
ket; career guidance support young people in the labor
market; training in effective self-presentation; expan-
sion of social dialogue and international partners in the
area of activation behavior of young people in the labor
market.

It should be admitted, that youth competitiveness
include not only professional knowledge and qualifica-
tion, and is formed of motivation for achieving broader
skills: organization, communication, team work, deci-
sion making, self-confidence. According to a survey of
employers these skills are the most wanted, and they are
formed by participation in youth, volunteer, public or-
ganizations and by involving young people in training.

To enhance the employability of young people,
build an effective system of career guidance Donetsk re-
gional employment agency initiated the development of
an action plan on vocational guidance in Donetsk region
until 2018, approved by the head of regional state ad-
ministration of February 29, 2016 Ne 131. Within these
measures planned to strengthen following areas [9]:

1. The accelerated work with school pupils, their
parents and teachers. The aim of this work - professional
self-activation based on a clear understanding of their
professional capacity (interests, inclinations, abilities)
and the requirements of the regional labor market. Meth-
ods: informing about professions, giving advices about
professions, the use (or not use) psychodiagnosis. In
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practice, the Donetsk regional employment center is a
long tradition - of career guidance activities such as les-
sons choice of professions, meetings that introduce the
content of the profession, real working life lessons, days
of career, vocational workshops, open days, fairs profes-
sions.

2. Career planning technology, namely the estab-
lishment of Portfolio career advancement. The current
trend for students. Portfolio construction provides effec-
tive steps to career college graduates and young profes-
sionals self-employer. The goal - to convince a potential
employer in its prospects.

3. Building skills of self-presentation in young peo-
ple by involving them in training on job search tech-
niques. Effective tool for unemployed youth. In this area
the Donetsk regional employment center has been done
and introduced new forms of work - video resume,
online interview.

Video resume — a kind of resume that allows the
employer to receive an initial impression of the candi-
date and decide on the appointment of his personal
meeting. With the consent of the person video resume is
stored in the so-called "bank of video" resume and
demonstrated the potential employer.

The online interview is modern and convenient
tool of cooperation between employers and contender
for the job, which helps to save time and money, speed
meeting, because the employer can quickly carry out the
first stage of selection, thus speed up the hiring neces-
sary for the company employees.

Currently, the efforts of a single employment ser-
vice handle on integrated forecasting trends in the labor
market and employment of the working population, es-
pecially young people, is extremely difficult. Develop-
ment of social support and involvement of youth in eco-
nomic activity contributes to the implementation of state
employment policy in place in accordance with the Law
of Ukraine "On Employment", Program activities em-
ployment Donetsk region and measures to support and
develop entrepreneurship among unemployed youth.

In general, the implementation of measures to
solve the problem youth employment must be integrated
and implemented at different levels:

at the state level: job creation; stimulate the em-
ployers for hiring young professionals; formation of
state order for training according to the needs of the
economy, not on the capacity of educational institutions;

at regional level: vocational guidance of young
people, taking into account regional peculiarities of the
labor market; creation of information and consultancy
centers and career building; deepening cooperation of
educational institutions and employers in the region;

at the family level: assistance to parents on forming
a child's understanding of the conscious and correct
choice of profession; stimulate desire of the child to ed-
ucation and development.

Conclusions and suggestions. Youth — the main
component of the labor market. It has the necessary ca-
pacity, implementation of which may soon significantly
improve the economic and social position of society. In
this context, the study of the problems of youth employ-
ment, finding ways to solve it is extremely important
and relevant. It is appropriate to propose superior work
with pupils of secondary schools, their parents and
teachers, to intensify the process of creating a portfolio
of career advancement, self-presentation skills among
young people by involving them in training on search
technology work in order to enhance the employability
of young people and build an effective system of career
guidance.

References

1. Beztelesna L. Macroeconomic regularities of
functioning of national labour market / L. Beztelesna,
H. Yurchyk // Statistics of Ukraine. —2012. — Ne 1(56).
— P. 22-27. 2. I’yich L. Development of the youth la-
bour market: current state, trends and prospects/ L. .
II’yich // Ukrainian labour aspects: scientific-analytical
journal. — K.: Research Institute of labour and employ-
ment Ministry .social.policy and NAS of Ukraine, 2011.
— Rel.8. — P.12-20. 3. Krymova M. O. Assessment of
competitiveness of young specialists with economic ed-
ucation in the labor market of Ukraine / M. Krymova //
Demography and social economy. — 2015. — Ne2. —
P. 53-64. 4. Lisogor L. Employment of graduates in the
labour market: problems and prospects / L. Lisogor //
The labour market and education: the search interaction.
Collection of papers. — K.: Takson, 2007. — P. 99-109.
5. Shaulska L. The development of competitiveness of
young specialists in the labour market / L. Shaulska,
O. Platonova // Bulletin of Donetsk National Univer-
sity. — Series B: economics and law. — T.1. — 2009. —
P. 137-142. 6. Yakymova N. Professional self-determi-
nation and professional orientation of young people:
current trends and challenges / N. Yakymova // Demog-
raphy and social policy. — 2011. — Nel (15). — P. 142-
149. 7. Demographic and social statistics of Ukraine
[Electronic resource] / The state statistics service of
Ukraine. — Access mode: http://www.ukrstat.gov.ua.
8. Analytical and statistics Donetsk regional center
[Electronic resource]. — Access mode: http://www.dcz.
gov.ua/ don/control/uk/statdatacatalog/list. 9. On mea-
sures to implement the concept of the state system of
vocational guidance population in the years 2016-2018
/ Decree of the head of Donetsk regional State admin-
istration on February 29, 2016 Ne 131 [Electronic re-
source]. — Access mode:http://donoda.gov.ua/?lang=
ua&sec=02.08&iface=Public&cmd=showdoc&args= id
:4467.

Ka6auenko I'. C. Oco0uBOCTi CTAHOBJIEHHS Ta
PO3BUTKY MOJIOAIKHOTO CerMeHTY Ha perioHab-
HOMY PHHKY npaui
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VY cTarTi AOCHIIKYIOTBCS OCOOJNHMBOCTI CTaHOB-
JICHHS Ta PO3BUTKY MOJIOJII)KHOTO CETMEHTY Ha perioHa-
JILHOMY PUHKY TIpalli, 3M1iCHEHO OIiHKY CTaHy MOJIO-
IKHOT 3aifHATOCTI Y JlOHEeIbKOMY perioHi, BU3HAYEeHO
mpoOJIeMy MOJIONI TP TMPAICBIANITYBAaHHI B YMOBax
COIIATbHO-€KOHOMIYHOTO JUCOaNIaHCy Ta 3alpOIOHO-
BaHO 3aXOJH IOJ0 BHPIMICHHS MPOOIeMHU 3alHITOCTI
MoJofi. B xoxi mociimkeHHs: 0OIPYHTOBAHO, IO B CY-
YaCHUX YMOBAaX PO3BUTKY EKOHOMIKH iCHYe Oe3miu
mpo0JieM i3 3abe3neueHHs 3aHATOCTI MOJIOI, SIKi TO-
TpeOYIOTh PO3POOKH Mi€BHX 3aXOJiB IOMO iX BHpI-
HIeHHs. BeTaHoBIEHO, 1110 U1 PO3IIMPEHHS MOMKIIHBO-
CTel TpaleBIallTyBaHHs MOJIOJI IOLUIBHO MPOBOANTH
BHIIEPEIKATBHY pOOOTY 3 YUHIBCHKOIO MOJIOTIO 3ara-
JILHOOCBITHIX IIKiJI, IX 0aThbKaMM Ta IeJaroraMu, akTH-
Bi3yBaTH MpOIEC CTBOPEHHS MOPT(HOIIO Kap’ €EPHOTO
MPOCYBaHHs, 3a0€3MeYUTH (POPMYBAHHS HABHYOK CAMO-
Mpe3eHTallii Yy MOJOMI IUITXOM 3alydeHHs iX O Tpe-
HIHTIB 3 TEXHIKH MOIIYKY POOOTH, CIPUATHME ITiIBH-
HICHHIO PIBHS 3alHATOCTI MOJIOJI, TTOKPAIICHHIO YMOB
(GyHKIIOHYBaHHS CcHCTeMH TpodopieHTallii, miaBH-
IICHHI0O €KOHOMIYHOI aKTUBHOCTI Ta KOHKYPEHTOCIIPO-
MO>KHOCTI MOJIOJIi Ha PHHKY TIpalli, 3SHKCHHIO PIBHS Ta
TPHUBAIOCTI 0€3pPOOITT.

Kniouosi cnosa: perioHaIbHUNA PUHOK Tpaili, MO-
JI0Jlb, 3aHHSTICTh, 0€3pO0ITTS, KOHKYPEHTOCIPOMOXK-
HICTh, PETiOHANBHUI LEHTP 3alHATOCTI, mpodeciiiHa
OpI€HTAIliSI, aHKETYBaHHs, IUIAHYBaHHs Kap e€pu, Ha-
BHYKH CAMOTIPE3CHTAIIi].

KabGauenko A. C. Oco0eHHOCTH CTAHOBJIEHHS H
Pa3BUTHSI MOJIOAEKHOIO0 CErMEeHTa HAa PerHoHAb-
HOM pBIHKE TPyAa

B cratbe uccneayrotcs 0co0EHHOCTH CTAaHOBJIEHUS
U Pa3BHUTHUS MOJIOJEKHOTO CETMEHTA Ha PErHOHAIEHOM
PBIHKE TPYZAa, OCYIIECTBIICHA OIIEHKA COCTOSHUS MOJIO-
JIe)KHOM 3aHATOCTH B JIOHELIKOM PETHOHE, OIpeeIeHbI
poOIEeMBI MOJOACKH IPU TPYIOYCTPOICTBE B YCIIO-
BHSIX COIHATIBHO-I)KOHOMUYECKOTO IucOanaHca i mpea-
JI0’KE€HBI MEPOIPUATHS IO PELICHUIO TPOOIIEMbI 3aHATO-
CTH MoJiofiexxu. B xozie uccnenoBanus 000CHOBaHO, YTO
B COBPEMEHHBIX YCIIOBHSX Pa3BUTHS SKOHOMHKH CYIIIe-
CTBYET MHOKECTBO MPOOJIEM 110 00ECIIEUEHHUIO 3aHATO-
CTH MOJIOAEKH, KOTOpble TpeOyIOT pa3paboTKu Aeii-
CTBEHHBIX MEPOIPHUITHI M0 WX PEIICHHUIO. YCTaHOB-
JIEHO, 4YTO JUIi PAacUIMpeHHs] BO3MOXKHOCTEH TpyJI0-
YCTpOMCTBA MOJIOICKH LEJIeCO00pa3HO MPOBOIUTH

OIIEePEXAOIIYIO PA0OTY C yUaIIeHcss MOJIOACKBIO 001IIe-
00pa30BaTeIbHBIX IIKOJ, UX POJUTEIAMH M IeAaro-
ramuy, akKTHBH3UPOBATH IPOIECC CO3MaHus MOPTHOIHO
KapbepHOro MPOJBHKEHHUS, 00CCIeUnTh (POPMHPOBA-
HUE HABBIKOB CaMOIPE3CHTAIMH Y MOJOACKH ITyTEM
MPUBJICYCHUS UX K TPEHUHIAM 10 TEXHHUKE ITOKMCKA pa-
0O0TBI, 4TO OYAET CIIOCOOCTBOBATH MOBHIIICHHUIO YPOBHS
3aHATOCTH MOJIOJIXKH, YIYIIICHUIO YCIOBUH (PyHKIINO-
HUPOBAHUSI CHCTEMBI MPO(POPUCHTAIMH, TOBBIIICHUIO
9KOHOMHUYECKOH aKTUBHOCTH W KOHKYPEHTOCIIOCOOHO-
CTH MOJIOJIC)KH Ha PHIHKE TPY/a, CHIDKCHHUIO YPOBHS U
MIPOJIOJKUTENLHOCTH 0e3paboTHIIBI.

Kniouesvle cnoea: perioHANBbHBIA PBHIHOK TPYIa,
MOJIOJICXKb, 3aHATOCTh, 0e3paboOTHIIa, KOHKYPEHTOCIIO-
COOHOCTB, PETHOHAJIBHBIH IIEHTP 3aHATOCTH, PO eCcCH-
OHAJIbHAS OPUCHTALIMS, AHKETHPOBAHUE, IUITAHMPOBAHKE
Kapbepbl, HABBIKK CaMOIPE3CHTAIINH.

Kabachenko G. Features of Formation and De-
velopment of the Youth Segment of the Regional La-
bour Market

The article examines the features of formation and
development of the youth segment of the regional labor
market, carried out assessment of youth employment in
the Donetsk region, identified the problems of youth
employment in the conditions of socio-economic imbal-
ances and propose measures to address youth employ-
ment issues. The study proved that there are many chal-
lenges for youth employment in modern conditions of
economic development, which requires the develop-
ment of effective measures to address them. It was found
that for the expansion of youth employment opportuni-
ties advisable to carry out pioneer work with young stu-
dents of secondary schools, their parents and teachers,
to strengthen the process of creating career development
portfolio, to ensure the formation of self-presentation
skills among young people by bringing them to training
on techniques of job search that will enhance the level
of youth employment, improving the conditions of func-
tioning of vocational guidance systems, increased eco-
nomic activity and the competitiveness of young people
on the labor market, reduce the level and duration of un-
employment.

Keywords: regional labor market, youth employ-
ment, unemployment, competitiveness, regional em-
ployment centers, vocational guidance, questioning, ca-
reer planning, self-presentation skills.
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