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GLOBAL TRENDS OF DIGITALIZATION:
POTENTIAL OF UKRAINE

The tendencies of digitalization of Ukraine based on research of the international ra-
tings concerning development of digital transformation of a society are analysed. The most
common indicators of international rankings which reflect digitalization level of countries are
described. The place of Ukraine in the international rankings of digitalization is investigated.
The key directions for the realization of Ukraine’s digital potential to ensure the growth of the
country’s indicators in the world digitalization rankings have been identified.

Keywords: digitalization, digital economy, international rating, digitization inde-
xes, digital potential.

Background. Information about various aspects of socio-economic
life is received by society from international rankings which characterize the
development of countries, their place in the world economy. The relevance
of the study of Ukraine’s position in the world coordinate system is due to
the fact that the ratings are an indicator of the necessity to develop measures
for overcoming shortcomings and creation of opportunities to increase com-
petitive advantage. The digitalization of society is not an exception which
significantly changes all spheres of life, constitutes a new valuable essence,
contributes to the growth of efficiency and productivity of labour reducing
the demand for human resources.

© Novikova N., Diachenko O., Holovnia Yu., 2020
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INNOVATIVE ECONOMY

The global trend has tightly affected business, society, and govern-
ment agencies of all countries. Digital industries have become one of the
most dynamic and promising in the global economy. In many developed count-
ries the growth rate of digital industries exceeds the growth rate of GDP.
However, the digital divide between countries and regions, national appro-
aches to information security, asymmetric opportunities and risks of the
digital economy are hampering the introduction of breakthrough technolo-
gies and digital transformation. World experience shows that digitalization
accelerates the processes of regional integration. In a pandemic, the struggle
for survival has forced almost all countries to self-isolation, which has crea-
ted the necessary and previously unused conditions for the digital trans-
formation of the economies of all countries.

Analysis of recent research and publications. The research of domes-
tic and foreign scientists is devoted to the methodology of assessing the
development of digital transformation of countries based on international
rankings. Thus, the works of G. Golovenchyk [1], S. Marginean, and O. Ra-
mona [2] analyzed the theoretical approaches to assessing the level of deve-
lopment of the digital economy and the degree of digital globalization.
In the studies of O. Pizhuk [3], A. Semenoga [4] and N. Chesnokova [5] the
modern methodological approaches of international organizations to the assess-
ment of the level of digital transformation of the economy and society are
systematized, generalized, and analysed. The level of digitalization of the Ukrai-
nian economy, the peculiarities of its development are considered in the
works of A. Mazaraki [6], L. Boyko, N. Belyaeva, S. Bay [7], V. Voitenko [8],
G. Duginets [9]. The works of S. Krynytsia [10] and M. Rudenko [11] are
devoted to the study of the role of the state in the transformational processes
of digitalization of the Ukrainian economy, analysis of the possibility of obtai-
ning a positive effect from digitalization for the domestic economy. Deve-
lopment trends and the current state of information and communication
technologies in Ukraine were considered by M. Markov [12].

The aim of the study is to analyse the current state of digitalization
of Ukraine and assess its digital potential through indicators of international
rankings for an objective view of the opportunities and challenges of digital
transformation.

Materials and methods. The information base of the article is presen-
ted by analytical reports of international organizations and statistical data.
The research was carried out with implementation of general scientific methods:
system analysis, synthesis, theoretical generalization, and comparison.

Results. Domestic and foreign works note that the digitalization of the
economy is an integral part of modern innovative development. Accelerated
implementation of digital technologies in the economic and social spheres
is also one of the national goals of modern Ukraine. Ranking positions
of Ukraine are also recorded in the "Concept of Development of the Digital
ISSN 1727-9313. HERALD OF KNUTE. 2020. M 6 5
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Economy and Society of Ukraine for 2018-2020". The main rating goals
of the implementation of this Concept are to achieve the following
indicators in 2020 [13]: 50th place in the rating of /CT Development Index;
30th — in the Networked Readiness Index rating; 40th — in the Global Inno-
vation Index rating; 60th — in the Global Competitiveness Index.

At the international level, institutions and organizations research and
publish various digitalization indices. However, there is no single and inter-
nationally recognized methodology for measuring digital orientation of count-
ries. Most indices focus on indicators such as digital infrastructure and
indicators of access to the Information and Communication Technology Deve-
lopment Index (ICT). 1t is advisable to explore other components of the use
of digital technologies and skills.

The most common indicators of international rankings reflecting the
level of digitalization of countries are given in fable.

One of the complex international indicators of digitalization of the
country is the Index of development of information and communication
technologies — a combined indicator that characterizes the level of develop-
ment of information and communication technologies of the country and
is calculated as the arithmetic mean of three sub-indices: public access to ICT;
use of ICT on the territory of a country; ICT skills of the population. In the
latest ranking of 2017, published in the annual report "Measuring the Infor-
mation Society", prepared by the International Telecommunication Union,
the level of ICT development in Ukraine remained at the level of 2015, but
the assessment of ICT development increased from 5.23 to 5.62 points
(maximum — 10 points ).

Ukraine has the highest score in the ICT sub-index of skills. At the
same time, the level of ICT use remains low (figure 1).

N A NN 9,25
Skills sub-index L 8,57

. 2,17

Use sub-index L 2,56 52015
B 4 3,17 52016
DRURRRENRNRNRNINRNRNRNNNY 6,27

Access sub-index 6,45 82017
& 1 66

0 2 4 6 8 10

Figure 1. Positions of Ukraine in the "ICT Development Index", 2015-2017
Source: compiled by the authors [14].
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INNOVATIVE ECONOMY

The 2018 report does not rank countries according to this index but
provides profiles and conclusions on the achievements and potential of the
studied countries. The report states that "Ukraine has great potential for the
development of the mobile and fixed broadband connectivity market. Ope-
rators seek to introduce new services and attract new subscribers. New di-
gital transformation strategies, big data, blockchain and agile are being dis-
cussed at the state level" [23].

The Network Readiness Index reflects the level of countries’ ability
to use ICT for socio-economic development and is one of the most important
indicators of innovation and technological potential of the countries, their
development in the field of high technology and digital economy. Previo-
usly, this figure was calculated by the World Economic Forum and the
International School of Business INSEAD. In 2019, the index was thoro-
ughly revised and transferred to the non-profit organization Portulans Insti-
tute which conducts this study together with the World Alliance of Informa-
tion Technologies and Services.

In 2020, Ukraine reached the level of 2016 on this index and took 64th
place out of 134 countries which is 3 points higher than in 2019. The growth
was due to strengthening sub-indexes of management and technology deve-
lopment which is partly explained by significant potential in software develop-
ment for the creation of digital technologies. The weakest sub-index is the
impact of digitalization on the socio-economic life of the country (figure 2).

35

37 Impact of Digitalization on 523
Socio-economic Life 492
34
83
3,6 Governance
82
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Readiness 42,1
5,7 People
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Environment 36 Development of 43,0
38 Technology \ 415

0 20 40 60
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Implementation

1

S
\S]
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(o))

Figure 2. Positions of Ukraine in the Network Readiness Index, 2015-2019
Source: compiled by the authors [15].

Experts emphasize that there is a need to address the health issues,
well-being, and stability of society to improve its quality of life and sustain-
nable development. Such results indicate the necessity to continue emphasis
on efforts of increasing the level of digitalization of the national economy
which will have a positive impact on all areas of activity, as well as on the
growth of the professional level of management personnel.

8 ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6
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The Global Opportunity Index reflects a set of factors that contribute
to attracting foreign direct investment to the country: ease of doing business;
quality of state regulation; rule of law. According to this index Ukraine took
99th place in the 2019 ranking (88th place in 2015).

The Global Innovation Index reflects the innovation potential of the
world countries. The index consists of 82 different variables and is calcu-
lated according to the methodology of the International Business School
INSEAD (France) and is the most complete comprehensive indicator
of innovative development of the world countries which are at different
levels of economic development. In the last five years Ukraine has signify-
cantly strengthened its position in this ranking: in 2020 it rose by 19 points
and took 45th place among 131 countries. Ukraine achieves better perfor-
mance in the field of innovation (71st place) than in innovation (37th place)
(figure 3). The increase is mainly due to growth in the sub-indices of edu-
cation (+ 20 positions) and R&D (+10 positions).

90 84 82
80 ol o
70
60
50
40
30
20
10
0

71

40

35 36 37

A

Results of Innovative Activity Conditions for Innovation

02015 82016 82017 82018 2019 ¥2020

Figure 3. Positions of Ukraine in the ranking " Global Innovation Index",
2015-2020

Source: compiled by the authors [17].

Regarding Huawei Global Connectivity Index which tracks the impact
of ICT on the national economy, digital competitiveness and future growth,
Ukraine has improved this indicator by 12 points in 5 years and in 2019
took 50th place in this ranking against 56th place in 2015. The study, which
covers 79 countries, which generate 95% of world GDP and represent 84%
of the world’s population [21], is based on four elements of ICT develop-
ment and digitalization: the level of existing supply of ICT products and
services; the level of demand for network interaction; experience in digital
technologies implementation; the potential for digital transformation. Ukraine
has the highest indicator in terms of sub-indices of experience in digital
technologies implementation and demand for networking (figure 4).

ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6 9




INNOVATIVE ECONOMY

70

58 59

60
50

40 34 34

30

20

10

Supply Demand Experience Potential

B2015 82016 82017 02018 82019

Figure 4. Positions of Ukraine in the rating " Global Connectivity Index",
2015-2019

Source: compiled by the authors for [21].

The compilers of the ranking claim that the increase of the global
connectivity index by 1 point is equivalent to: the strengthening of the level
of competitiveness by 2.1%; accelerating the introduction of innovations
at the state level by 2.2%; increase in productivity by 2.3% [17].

According to the E-Government Readiness Index which is updated
every two years and is calculated on three indicators: e-services develop-
ment, human capital and telecommunications infrastructure, in 2019 Ukraine
ranked 69th in terms of government readiness to use ICT and the level
of quality of public services. The price of 13 positions is higher compared
to 2017 which helped Ukraine to join the group of countries with a high
level of e-government development. To assess the provision of interactive infor-
mation services to citizens the Electronic Participation Index is used which
assesses the quality and usefulness of e-government programs for engaging
citizens in the process of public decision-making and their implementation.
The index is based on three components: e-information, e-consulting, e-deci-
sion making. According to this indicator Ukraine has made a leap streng-
thening its position in 2020 by 29 points compared to 2018 (from 75 to
46 places), and, as a result, in 2020 entered the group of countries with the
highest index of electronic participation (figure 3).

The Global Competitiveness Index shows the ability of national eco-
nomies to achieve sustainable development in the medium term based
on new knowledge and technologies. During 2016-2019 Ukraine weakened
its position according to this ranking: in 2015 it took 79th place, and in
2019 -85 [19].

10 ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6
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Figure 5. Positions of Ukraine in the ratings '"Readiness for E-government"
and "Electronic Participation Index", 2016-2020

Source: compiled by the authors on [18].

The World Digital Competitiveness Index which ccomplements the
Global Competitiveness Index and is developed by the Swiss Business
School of the International Institute for Management Development, exami-
nes the ability and willingness of 63 countries to implement digital techno-
logies as a key driver of economic transformation. According to the method
of calculating this index countries are ranked taking according to three groups
of factors which contain three subfactors consisting of 52 criteria (32 statis-
tical and 20 expert). Among them: assessment of the development of educa-
tional and scientific potential, availability of regulatory framework, availa-
bility of financial capital and technological conditions, ability of business to
adapt to a changing environment [4]. In 2020, Ukraine moved up two places
in this ranking (from 60th to 58th) compared to 2019, due to the availability
of digital / technological skills (40-27), electronic participation (53-39) and
manoeuvrability of companies (47-33) (figure 6).

According to experts of the International Institute of Management [20]
strengthening Ukraine’s position in the ranking of the global index of digital
competitiveness will contribute to: strengthening the rule of law, reforming
the legal system and restoring confidence in the judiciary, improving capital
efficiency, timely servicing of external and domestic debt; economic deve-
lopment, reducing the flow of labour migration of Ukrainians abroad.

ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6 11
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Figure 6. Positions of Ukraine in the World Digital Competitiveness Index,
2015-2020

Source: compiled by the authors [20].

The Global Cybersecurity Index calculated by the International Tele-
communication Union assesses the level of cybersecurity of countries accor-
ding to five main indicators: the legal framework for cyberspace regulation,
technical infrastructure, organizational issues, quality improvement and coope-
ration. In the ranking of 2018, Ukraine increased its position by 4 points and
took 54th place against 58th place in 2017. Experts emphasized the develop-
ment of the Law of Ukraine "On Basic Principles of Cybersecurity of Ukraine",
which defines the legal and organizational framework for protecting Ukrai-
nian society in cyberspace, directions of state policy in the field of cyber-
security which approximates Ukraine to international standards for the pro-
tection of information space.

Conclusion. Negative trends in some indices of digital development
of Ukraine are a signal to the leading government agencies and organiza-
tions to take appropriate measures to overcome them, positive trends indi-
cate the right choice of digitalization of the economy. Analysis of Ukraine’s
digital potential revealed that the country has significant resources for digi-
tization. The first stage of accelerating the development of the digital eco-
nomy is the formation of a modern basic ICT infrastructure and its moder-
nization. The key directions for the realization of digital potential are
determined by the existing model of the economy. In Ukraine as in a country
with a high share of employment in the agricultural sector there is a need to
take measures for the development of digital agriculture to increase pro-
ductivity. Equally important for the development of the digital direction is a
favourable innovation environment which is created primarily with the sup-
port of the state. The institutional aspiration to develop the digital economy
in combination with the propensity of the private sector to innovate creates
synergies for the development of the digital economy. The increase of posi-
tions in the world rankings of digitalization is possible not due to local
improvement of certain areas and indicators but due to the implementation
of a comprehensive public policy covering various areas of activity which
will result in impetus to the digital ecosystem.

12 ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6
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Ukraine’s transition to a digital economy is an inevitable process. The
COVID-19 pandemic opens up new opportunities for the development of the
state, society and individual economic entities, as well as it identifies prob-
lem areas. The study of the national system of indicators of the development
of the information society of Ukraine is seen as a promising further explo-
ration in this direction. The development of digital potential will stimulate
the interaction of all categories of the population, business, entrepreneurs,
and government and within each of the individual categories.
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Hoegixkoea H., /lvauenko O., I'onoenua I0. I'nobanvni mpenou uugpposizauii:
nomenuyian Ykpainu.

Ilocmanoexa npoonemu. B ymogax nandemii COVID-19 6opomvba 3a susicusanus
3Mycuna matidce 6Ci KpaiHu nepelimu 00 pexcumy camoizonayii, yepe3 wjo CKIAIUCA Ne6HI
VHIKAnbHI yMO8U 07l yudposoi mpancgopmayii exonomixu 6cix kpain ceimy. Inouxamopom
HeoOXIOHOCMI BUPOOIEHHSL 3aX00i8, CNPAMOBAHUX HA NOOOJAHHS HEOONIKI8 I CMBOPEHHSL MOJIC-
Jmeocmell 05l HAPOWYBAHHSL KOHKYDEHMHUX nepeeas Kpainu wooo po3eumKy yugpoeoi mpamnc-
Gopmayii cycninecmea € MidncHapoOHi peumuneu yugposizayii.

Mema oocnioocenns. Ananiz cyyachozo cmamy yugposizayii Yxpainu 1 oyinka it
Yupposozo nomenyiany uepes NOKAZHUKU MINCHAPOOHUX Petimun2ie 0iist 06 EKMUBHO20 Ysi6-
JIEHH5L BP0 MOJICIUBOCIE MA SUKTUKYU YUPPO6oi mpaHchopmayii.

Mamepianu ma memoou. Ingpopmayivina 6aza cmammi npeocmasiena aHaIMmuy-
HUMU 36IMAMU MIJCHAPOOHUX OP2AHI3aAYIl, CIMAMUCMUYHUMY OGHUMU, NPOZHO3AMU eKcnep-
mis. Jlocniodcents 30iUCHEHO i3 3aCMOCYBAHHAM 3A2ANTbHOHAYKOBUX MEMO0i8. CUCEMHO20
aHanizy, cunmesy, meopemudHo20 y3a2albHeHHs Ma NOPIGHAHHSL.

Pesynvmamu oocnioncennsn. Ilpoananizosano mendenyii yupposizayii Yxpainu
Ha ni0cmagi O0CNIONCEHH MIHCHAPOOHUX pPeumuHzie uooo po3eumxy yugposoi mpawc-
Gopmayii cycninecmea. Oxapakmepu308aHO HAUNOUUPEHIWE NOKAZHUKU MINCHAPOOHUX
pelimuneie, wjo eidodpaxcaiome pisens yu@posizayii kpaiun. Jocnioxceno micye Yxpainu
V MIJCHAPOOHUX pelimuHeax yugposizayii. BusHaueno Kiouo6i Hanpsmu 3 Memorw pedai-
sayii yughposoeo nomenyiany Yxpainu 0ns 3a6e3nedenns 3p0CMaHHs NOKAZHUKIE KPAIHU Y
C8IMOBUX pelimuneax yugposizayii.

Bucnoexu. Heeamusni mpenOu oxpemux iHOeKci8 yu@pogozo po3eumky Yxpainu
€ CUCHANOM OJISl KePIGHUX O0EePAUCABHUX CMPYKMYD I Op2anizayiil 00 Gicummsi 8iON0SIOHUX
3ax00i8 w000 IX NOOONAHHSA, NOUMUBHI — CI0YAMb NPO NPABUTLHO OOPAHUL HANPAM
yugposizayii exonomiku. Ananiz yugposoco nomenyiany Yrpainu euasus, uwjo kpaina mae
3HauHi pecypcu 0ns yugposizayii. Kirouosi nanpamu 0na peanizayii yughpogozo nomen-
yiany 00yMo8uto€ icHyoua mooenb ekoHomixu. 11ioguiyeHns no3uyii y ceimosux petmuHeax
yuposizayii mosiciuse e uepes NOKAIbHe NOKPAWAHHS OKPEMUX HANPIMIE | NOKA3HUKIE,
a 3a6051KU. peanizayii KOMIIEKCHOI 0epiCasHOl NOJMuUKY, SIKA MAc OXONo8amu PisHi cghepu
OISLIbHOCMI, WO Y pe3yTbmami Hadacmb NOUMOEX 00 CIBOPEHHsL YUPPOoBoi ekocucmemu.

Knwuoei cnoea: uudposizailis, uPpoBa €KOHOMIKA, MIXHAPOJHUNA PEHTHHT,
innexcu nudposizanii, HMdpoOBHIA OTEHIAT.
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INNOVATIVE ECOSYSTEM
IN THE CONDITIONS

OF THE COVID-19 PANDEMIC

There is characterized the state of functioning of the innovation ecosystem in the
conditions of a pandemic. There is presented the experience of reorganization of highly
efficient innovation ecosystems during the crisis, which contributed to the achievement
of optimal conditions for functioning and development. There are analyzed the main indi-
cators of the Global Innovation Index 2020 and the main factors influencing the formation
of the innovation ecosystem of Ukraine. There are proposed measures to strengthen it.

Keywords: innovation ecosystem, innovations, innovation activity, investments.

Background. Modern scientific research shows that the introductions
of innovations is an important factor in improving the efficiency of Human
Resources and capital investment and thus promote economic growth. The
needs for innovation are growing more than ever, due to the needs to restore
economic growth in the financial crisis caused by the COVID-19 pandemic.
That is why the ecosystem approach to solving consequential problems and
finding new mechanisms for cooperation of efforts of all participants in the
innovation process in the chain of transformation of scientific knowledge
into innovation and its further commercialization becomes especially important.

An indication of today is the functioning of the innovation ecosystem
under the pressure of a number of negative factors that are generated by the
spread of epidemic disorganization of the normal course of economic proce-
sses. An important issue is to build the capacity of the innovation ecosystem
in the process of overcoming the recession caused by the COVID-19 pan-
demic and ensuring continuity of functioning.

Analysis of recent research and publications. In recent years, research
has become significantly more relevant on the theoretical and metho-
dological foundations and mechanisms for ensuring the existence and deve-
lopment of innovative ecosystems, for example, in the works of domestic and
foreign scientists and practitioners: A. Marshall, A. Lippa, K. Ikeda, R. Singh [1],
T Gurney, J. Dibburn, T. Huber [2], O. Granstrand, M. Holgerson [3],
G. Lanovska [4], S. Kravchenko [5], 1. Pidorichev [6], 1. Fedulova [7],
L. Fedulova [8] and others.
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The accumulated scientific array of developments and their obvious
practical significance do not provide monosemantic approaches in streng-
thening the influence of external and internal factors on the functioning
of innovation ecosystems in the economic crisis of non-cyclical nature caused
by the pandemic as force majeure. This fact actualizes the needs to rethink
the adopted management models, their modification according to other eva-
luation parameters.

The aim of the article is to identify the main threats to the balanced
functioning of innovation ecosystems from the introduction of quarantine
measures in relation to the COVID-19 pandemic, to find ways to improve
the management of innovation ecosystem of Ukraine in crisis and post-crisis
conditions.

Materials and methods. Theoretical and methodological basis of scien-
tific research were scientific concepts and theoretical developments on the
functioning of the innovation ecosystem; information and analytical mate-
rials of the State Program of Economic Stimulation to Overcome the Nega-
tive Consequences Caused by Restrictive Measures to Prevent the Occu-
rrence and Spread of Coronavirus Disease (COVID-19) for 2020-2022. The
research used methods of theoretical generalization, comparative analysis
and synthesis, which allowed to identify the key determinants of innovation
ecosystem development in the future.

Results. The formation of terminological support for the research
of the innovative vector of economic development at the present stage has
become controversial. Thus, according to G. Lanovska, the innovation eco-
system is seen as a synergy of the state, business and explorative envi-
ronment with the use of organizational, regulatory, educational and metho-
dological and financial resources and the introduction of a mechanism for
knowledge transfer to transform into innovative products [4]; 1. Fedulova
argues that the innovation ecosystem is a set of organizational, structural
and functional institutions and their relationships involved in the creation
and application of scientific knowledge and technologies that determine the
legal, economic, organizational and social conditions of the innovation pro-
cess and ensure the development of innovation at the level of enterprises,
and at the level of the region and the country in general according to the
principles of self-organization [7].

According to managers, the innovation ecosystem plays an important
role in the development of the innovation economy. After all, given the dyna-
mic combination of economic and political programs on the innovation
platform, in the context of creating a space for social product production,
the innovation ecosystem is able to ensure cooperation of knowledge and
technology between universities and business on progressive standards
of innovation, creativity and quality; to promote the creation of a new inno-
vative business through incubation mechanisms and accelerate the growth
of its share in the formats of small and medium-sized companies, including
in the global network, promoting the internationalization of business, etc.
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The innovation ecosystem usually materializes in five key components
that are quite sensitive to the state of the economy: science, engineering and
technical communities, higher education institutions, which play the role
of the main suppliers of innovative ideas for commercialization; the venture
capital industry, which provides the attraction into the ecosystem of finan-
cial resources and business competence that is necessary for the formation
of innovative companies and their transformation into full-fledged business
structures; infrastructure that ensures the functioning of innovative com-
panies, which can be formalized into technology parks, business incubators,
development institutions, etc., as well as represent an intangible substance —
a variety of services specifically tailored to the needs and specifics of inno-
vative companies (intellectual property protection services, breeding and
promotion innovative products for foreign markets); steady demand for
high-tech products, technologies and start-ups — primarily from big business
and other real sector companies, as well as for innovative companies along
with all their developments and intellectual property (as promising objects
for acquisition); legal field that provides comfortable conditions for partici-
pants in innovation processes [4].

In the context of the pandemic, some areas of innovation are virtually
suspended, but at the same time, it is worth noting the surge in new invent-
tions in the field of health care.

Thus, in Spain, the functioning of the innovation ecosystem is ranked
as highly efficient. It includes the Universities of Castile and Leon, the
Foundation for Universities and Higher Education (FUESCYL), the Ministry
of Education of the Regional Government of Castile and Leon and the Red
de Transferencia de Conocimiento Universidad-Empresa (TCUE) network,
which is responsible for promoting knowledge transfer from universities to
companies under the Regional Intelligence Specialization Strategy (RIS3).
When the spread of the coronavirus epidemic led to a health crisis, the
laboratories of four public universities in Castile and Leon were able to
respond quickly by creating an effective network of cooperation, intensi-
fying the production and delivery of protective equipment to hospitals and
nursing homes. The University of Burgos joined the local network of pro-
tective masks supplied to the hospital in collaboration with the City Council,
the Cluster of Innovative Solutions for Independent Living (SIVI) and local
companies. As part of its innovative laboratories, the University of Valla-
dolid joined the Renault to the rescue network to manufacture protective
elements for medical staff in hospitals and nursing homes (using 3D
printers). The solidarity project, launched by more than 120 employees of
the Renault engine plant in Valladolid, was funded by Amazon crowd-
funding in collaboration with CIDAUT Technology Center, Renault, the
parent organization AENIUM and other organizations. On the basis of the
laboratory of the University of Leon, the production of sanitary protection
materials was introduced for the first time in coordination with the labo-
ratory of the University of Valladolid and thanks to the efforts of local
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companies. These achievements would be impossible without the coordi-
nation of the efforts of regional universities, local companies, other spon-
taneous networks of public associations, etc. Civic initiatives in a stable
innovation ecosystem helped to support the health care system and did not
break the value chain [9].

Combining the experience of the innovation ecosystem and its fea-
tures in a pandemic, the National Smart Specialization Strategy for 2021-
2027 for Castile and Leon, for example, will create and consolidate colla-
boration of environments for all stakeholders, deepening on its geographical
expansion and linkages with other innovations. ecosystems of various scales.
After all, general approaches do not cause exclusive trajectories of rational
specialization by the criterion of achieving optimal conditions for the func-
tioning of innovative ecosystems, their subjective content and technological
originality [9].

In the United States, to support the innovation ecosystem and the
effective collaboration of government, research, and business, the govern-
ment has announced the launch of the high-performance computing consor-
tium COVID-19, which will provide virus researchers around the world
with access to the most powerful pandemic control [10].

World experience shows the needs to strengthen collaboration in the
innovation ecosystem in a pandemic to maintain its current state and further
development. In order to increase the innovation potential of the country
and unite the efforts of participants in the innovation process in the innova-
tion ecosystem, it is necessary to complement resources, opportunities and
competencies in various combinations, and thus implement a system of expert
monitoring of efficiency and potential of institutional and organizational
innovation structures. This is possible under the condition of an effective
service of management, audit and monitoring of the innovation environ-
ment. That is why it is necessary to conduct an audit of previously created
innovation structures for the existing potential and feasibility of their exis-
tence. In a pandemic, based on foreign experience, it is advisable to reorga-
nize the institutional and organizational innovation structures that are
designed to develop innovation infrastructure for modern needs. Such a reor-
ganization should be carried out in order to reduce unpromising institutions
and organizations and create on their basis a small number of effective
structures capable of establishing interaction between science, invention,
innovation, on the one hand, and business — on the other. This will allow
to obtain a positive economic effect in the crisis due to the intensification
of the processes of formation of the national innovation ecosystem, ensuring
investment and innovation development of small business, cooperation of
government agencies, higher education institutions, small, medium and large
enterprises in innovation, creation of scientific and technical clusters. This
can lead to an increase in sectoral domestic product by 5-7% annually,
which is crucial in a crisis.
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Ukraine is open to the penetration of progressive experience, but
it needs to create a strong system of state support for all actors in the inno-
vation ecosystem. Global measurements of the current state of innovative
development of Ukraine’s economy are classified as crisis and inconsistent
with the level of European countries (rating "Global Innovation Index 2020").
Despite the fact that in 2020 Ukraine improved its result by 2 steps, taking
45th place, it is almost twice lower than the value of the index of European
leaders. In the same metrics for Ukraine, compared to 2018, there is a de-
crease of 2 positions. (figure 1).
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Figure 1. Global Innovative Development Rating 2020
Source: compiled by the author according to [11].

Ukraine ranks 93rd out of 129 countries in terms of institutional deve-
lopment (which is 3 positions higher than 2019) with signs of lagging behind
due to intense turbulence and weak regulatory support and 94th place
in terms of infrastructure development, which is identified as underdeve-
loped and inefficiently used even in its current state. Important in the con-
text of determining the state of the innovation ecosystem of Ukraine is the
indicator of the level of market development as a whole. Ukraine is ranked
99th in the ranking, which is 9 positions lower than the previous year.
Analysts believe that this is due to difficult access to microfinance and
investment of economic entities — the main economic agents.

Shown in figure 2 structural characteristics of the Global Innovation
Index prove the fact that there are no changes in the innovation ecosystem
of Ukraine and the processes of increasing the intensity of innovation rene-
wal of the economic potential for the development of a competitive eco-
nomy in the short term.
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Figure 2. The value of the multipliers of the Global Innovation Index
of Ukraine 2019-2020

Source: compiled by the author according to [11].

The introduction of high-tech robotics can reduce labor costs per year
in the field of production on the globe by 6.3 trillion dollars. US (19% of global
labor costs), automation of information and knowledge — to reduce labor costs
over the same period by $ 9 trillion. USA (27% of world labor costs) [12].

It is proved that the growth of labor productivity and improving the
quality of life of the population directly depends on the level of innovation,
which in the long-term perspective becomes a determining factor in the
ability to create and use new technologies.

According to the June 2020 forecast of the International Monetary
Fund (IMF), world GDP will shrink by 4.9% by the end of the year, and is
projected to slow down ten years, with high unemployment and long-term
damage to globalized trade and value chains [ 11].

The sphere of functioning of the innovation ecosystem is a multi-
factorial environment (figure 3), where the greatest threat is posed by
factors of negative impact, especially in a pandemic.

During the pandemic, investment in innovation has "depressive" signs,
with a significant decline in economic growth, spending on innovation is
rather solely due to falling business profitability due to declining consumer
market activity, solvency, growth of investment and credit markets. As
a result, innovation ecosystems face the problem of funding, and in a pande-
mic, this problem is exacerbated by the reduction of sources of invest-
ment capital.
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Figure 3. The main factors of negative impact on the functioning
of the innovation ecosystem of Ukraine in a pandemic

Source: compiled by the author according to [1-6].

However, the financial crisis of 2008-2009 did not cause a sharp drop
in R&D for the economies of a number of countries (Argentina, China, Costa
Rica, Egypt, France, India, the Republic of Korea, Mexico, Poland and Turkey).
The crises of previous years had different effects on different countries:
in some of them there has even been an increase in innovation, in others —
a decrease [9]. The current economic scenario of the country’s development
raises a number of questions regarding the effectiveness of investment po-
licy in terms of innovation vector, including on a short- or long-term basis.
That is, the policy of stimulating investment in innovation is a leading tool
for strategic management of business, national economy, and world econo-
mic trajectories.

It is strategically important for Ukraine to create favorable conditions
for the existence and development of innovation clusters as a platform for
the successful functioning of the entire innovation ecosystem. After all,
Ukraine is still not represented in the world’s TOP-100 scientific and
technological clusters, and this is due to the existence of public admini-
stration tools. Investment and innovation policy in Ukraine is declared as
the organization of cooperation between small, medium and large enterpri-
ses in the field of innovation in the near future. However, so far no agglo-
meration of small and medium enterprises has been created around large
enterprises — technological leaders in certain sectors of the economy. In the
experience of leading countries, leaders create powerful innovative produc-
tion and service networks that are filled with small businesses. That is why
in order to create highly efficient innovation clusters it is necessary to intro-
duce a system of digital transformation in the field of innovation in order to
eliminate artificial procedural obstacles to the creation of innovation struc-
tures (clusters). Also in the context of digital transformation, it is necessary
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to provide for simplification of the procedure for obtaining copyright docu-
ments and optimize all processes of interaction in the innovation ecosystem
in general, which will significantly affect the strengthening of the inno-
vation ecosystem in a pandemic.

Thus, the implementation of proposals to strengthen the innovation
ecosystem in a pandemic will maintain the current position and will ace-
lerate the pace of economic development in a lockdown.

Conclusion. Successful innovation ecosystems should be based on
a collaborative format, i.e. relationships between subjects that continuously
share knowledge, form common rules and structures, agree on common deci-
sions and coordinate actions to achieve common goals, including in the fight
against a pandemic. After all, the ecosystem approach involves evolution
over time, taking into account the influence of environmental factors, i.e.
innovative ecosystems are characterized by an open dynamic nature.

In the conditions of crisis the state regulation of activity of innovative
ecosystems through the mechanism of direct influence on subjects of the
organization and definition of conditions and rules of their activity acquires
special value. The analysis of highly efficient innovation ecosystems indi-
cates the existence of a mechanism of self-development. That is, under the
right conditions of regulation and support, the innovation process can be
continuous even in a pandemic. Effective collaboration on the platform of
the innovation ecosystem will promote the development of an innovative
economy, as evidenced by the foreign experience of Spain and the United
States. Coordination of efforts of state, regional, local authorities and com-
panies can facilitate the search for cooperation of knowledge and tech-
nology between research institutions and business and, as a consequence,
the creation of a new innovative product.

In Ukraine, the innovation ecosystem is underdeveloped, and during
the pandemic there is a threat of growing lag behind the leading countries.
The main reason for slowing down the development of the ecosystem is the
lack of proper government regulation, control and evaluation of the inno-
vation environment. In the conditions of the crisis there are practically absent:
the state support of the subjects of the innovation ecosystem and effective
investment and innovation policy to ensure collaboration between large,
medium and small enterprises; effective tools for organizing such coope-
ration (pilot projects for the creation of innovation and production agglo-
merations in the form of scientific and technical clusters of large, medium
and small innovative enterprises based on large enterprises — technological
leaders to eliminate the crisis in health care); government orders in science-
intensive and high-tech sectors of the economy in accordance with the re-
quests of health care institutions; public investment in the development
of new organizational forms of such cooperation. The introduction of an effec-
tive mechanism of state regulation will lead to overcoming the destructive
impact of the pandemic on the innovation ecosystem, as the benefits of uni-
ting the participants of the innovation ecosystem are obvious. Combining
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different unique competencies to overcome the pandemic will help create
innovative products. Competitive advantages in overcoming the pandemic
will be on the side of those innovative ecosystems that combine their unique
resources and knowledge to develop new products that will further define
the market.
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Ilypoenko O. Innosauyiiina exocucmema é ymosax nanoemii COVID-19.

Ilocmanoska npoonemu. Innosayivina exocucmema Yxpainu cbo2o0Hi nepebysac
6 npoyeci nooonanns peyecii, cnpuuunenoi nanoemicto COVID-19. Came momy ocobau-
6020 3HAYEHHSI HAOYBAE eKOCUCMEeMHU NiOXI0 00 eupiulenHsi npobiemM ma HOULYKY HOBUX
Mexamizmie Koonepayii 3yCuib YCix Y4acHUKi8 iHHO8AYiliHO20 npoyecy.

Ananiz ocmannix 0ocnioxycenv i nyonikauyii. Busnaueno, wo nonpu HAA6HICMb
OKPEeMUX HAYKOBUX O0CHIOJNCeHb 3 NUMAHb IHHOBAYIUHUX eKOCUCMEM ICHYE HeoOXIOHiCmb
6CMAHOBNICHHSA MEXAHIZMY NOO0AHH: Kpusu 6 ymosax nandemii COVID-19.

Memoro cmammi € idenmugbikayis OCHOBHUX 3a2p03 8I0 3ANPOBAOINCEHHS KAPAH-
MUHHUX 3ax00i8 y 36 ’a3ky 3 nandemicio COVID-19, eusnauenns iniyiamus onsa egexmug-
HO20 YHKYIOHYBAHHS IHHOBAYINIHOI ekocucmem YKpainu.

Mamepianu ma memoou. Teopemuxo-memoOon02i4HOI OCHOBOK HAYKOBO20 OOCTIO-
JHCEHHs CIAU HAYKOBI KOHYenyii ma meopemuyHi po3pooKy 3 NUMAaHb CIMAHY IHHO8AYIUHOI
eKocucmemu, a maxKoiC iHpopmMayitiHo-aHanimuyHi mamepian 0epACAGHUX OP2aHi6 61A0U.

Pezynomamu docnioscennsn. Hasedeno 00csio ichysanms 8ucokoegexmusHol innoea-
yitiHol exocucmemu nio wac suOyxy Kpusu ma ix yCcniuHoi peopeanizayii, wo cnpusiio 0ocse-
HEHHIO ONMUMANLHUX YMOG OJi (DYHKYIOHYEAHHS U PO3GUMKY [THHOBAYILIHUX EKOCUCTEM.
Ipoananizosano ocuosni noxkasnuku Inobanvnozo Indexcy Innosayit 2020 ma ochosHi
BUKIUKU THHOBAYIUHOT ekocucmemu Ykpainu.

Bucnoexu. Bcmanosneno, wo 6 Ykpaini innosayiina ekocucmema € HedoCmamubo
PO3BUHEHOI, A 8 Nepiod NAHOeMil ICHYE 3a2po3a NOCUNEHHS 8I0CMABAHHS 8I0 NPOBIOHUX
Kpain. 1 0106HOW0 NPUYUHOI 2ATbMYBAHHA PO3BUMKY eKOCUCTeMU € 8IOCYMHICMb HAeHC-
HO20 0epICaBHO20 pe2yio8aHHs, KOHMPOI ma OYIHKU THHOBAYIIHO2O cepedosuujd. 3anpo-
NOHOBAHO 3AX00U W00 3MIYHEHHS IHHOBAYIIHOT eKocUuCmeMi.

Kniwouoei cnoea: iHHOBaliiiHA €KOCHMCTEMA, IHHOBAILlI, IHHOBALIiHA IisSILHICTD,
IHBECTHILII.
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DIGITALIZATION OF BUSINESS UNDER
GLOBAL CHALLENGES

The article focuses attention on prospects for the development of Ukraine’s economy
taking into account the potential of social processes and business digitalization. We accen-
tuated the global tendencies of economic relations digitalization, which create progressive
forms and methods of business processes for small and medium enterprises. The article
determined priorities of development for small and medium businesses of Ukraine under
the conditions of the pandemic, world economic crisis, and digital transformation of eco-
nomic relations.
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Background. Modern conditions of work for small and medium-sized
businesses are characterized by a very high level of dynamism, so running
a business with old business models means exposing yourself to the risk
of being behind competitors. Accelerating the pace of informatization and digi-
talization, on the one hand, increases the risks for existing business models, but
on the other hand, it opens up new opportunities for business development.

According to a study conducted by Huawei and Arthur D. Little [1],
in 2016, 60 % of companies began to use digital technologies and change
their business; 20 % of companies have just started to get acquainted with
digital; 18 % attracted and served customers with the help of information tech-
nologies; 2 % are completely digitalized. In 2016 the digital economy accoun-
ted for 15.5 % of world GDP, in 2022, according to experts from Huawei
and Oxford Economics calculations, this figure could reach 60 % [2].

Nowadays, digitalization is becoming a necessary condition for doing
business, which affects not only work with customers but also internal pro-
cesses related to production, management, internal communication. Particu-
lar attention is paid to the applied aspect of digitalization, ie the possibility
of its application in the practice of enterprises, which encourages the latter
to constantly increase the set of digital tools and expand their scope.

© Kondratiuk O., Stoianenko 1., 2020
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According to a McKinsey company study, businesses, and organiza-
tions that have switched to digital competition have 2.5 times more active
revenue growth, better EBIT and ROI indicators. Conversely, in the case
of'a slowdown in digital transformation, companies estimate the probability
of revenue loss in the next 3 years at 25-40% depending on the industry [3].

Analysis of recent research and publications. Theoretical and app-
lied aspects of digital economy formation and development are highlighted
in the works of such foreign researchers as A. Toffler and H. Toffler [4],
they point out that information can replace a large number of material
resources and will become the main material for employees. B. Larralde and
P. Hagen [5] emphasize that the use of digital tools leads to radical changes
in our lives, makes us think in new ways, plan and make decisions.

Among national scientists who study the problems of the digital
economy and its impact, in particular, on the activities and development of do-
mestic enterprises, it is worth noting the works of O. Abakumenko, Y. Bazhal,
V. Varga, O. Gudz, A. Derkach, 1. Dulska, K. Kononova, M. Korneeva,
S. Korol, N. Kraus, V. Makoviy, E. Polovyk, O. Halapsis, and others.

Thus, Yu. Bazhal [6] focuses on the ability of small businesses to
implement digital tools in business, which provides advantages over large
corporations when it is necessary to dynamically commercialize the latest tech-
nologies or meet innovative consumer demand. The advantage of small inno-
vative entrepreneurship is its ability to quickly introduce new products,
modernize and disseminate them through cooperation with both large busi-
nesses and consumers, adapting new product properties to possible innovative
needs, as well as being a link between industry science and public research
sector, universities and other participants of innovation processes.

In turn, K. Kononova pays attention to the information economy, the use
of artificial intelligence, and their impact on the activities of enterprises [7].
N. Kraus considers the digital economy as one that is based on digital com-
puter technology. The researcher focuses on the description of this type
of economy basic components and innovative services/products [8].

Taking into consideration the urgency of this problem and the growing
need for digital tools for small and medium business entities, the questions
of new ways to manage the economic and social changes associated with the
digital transformation demand more in-depth research.

The aim of this work is to substantiate the modern vision of society
digitalization manifestation and determine a set of tools for enterprises’
digitalization, including small and medium-sized businesses under the condi-
tions of global challenges.

Materials and methods. The informational bases of the research were
publications of national and foreign scientists on the research topic, statis-
tical materials, and Internet sources. To fulfill the set tasks and achieve the
main goal of the research we used methods of generalization, analysis and
synthesis, comparison, scientific abstraction and systematization.
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Results. The term"digitalization" is an English word, which means
"digitization". However, scientists are increasingly using this definition
based on its practical aspect, and therefore the terms "digitalization" have
become widespread.

O. Abakumenko, A. Derkach and M. Korneeva interpret the concept
of "digitalization" as a process of converting a certain information field
from analog to digital format for easier further use on modern electronic
devices [9]. O. Halapsis defined this definition as "digitization of being", that
is not only the mass use of digital technologies but the process of bringing
into an electronic form the various types of information used by people,
covering all spheres of life [10]. In the scientific works of national resear-
chers we can also find the interpretation of digitalization as a system of data
collection, storage, analysis and use of artificial intelligence [11] or "... the
process of using the modern information and communication technologies
based on the capabilities of the modern IT industry, for the transformation
of existing business processes by their digitalization "[12].

V. Varga emphasizes on the applied aspect and importance for using
it in the practical activities of enterprises, taking into account the existing
definitions in national publications, characterizing digitalization as "the pro-
cess of systematization, use, processing of information in digital format to
improve customer service in the business environment" [13]. According
to the scientist, its effective application in daily activities will ensure the for-
mation of stable competitive advantages of enterprises both in the current
and in future periods.

Thus, digitalization under the conditions of the modern economy and
global challenges is one of the main tools for enterprise development aimed
at the successful management of all business processes. Digitalization gives
a possibility to simplify and carry out work at a faster pace, using large
databases, providing automation of all activities — both basic and investment
and financial; improve communication between customers, suppliers and part-
ners; increase mobility in interaction within the enterprise — between depart-
ments, employees, management; make the transition to such new organiza-
tional forms of management as a network or virtual economy.

According to a study by the International Telecommunication Union
at the United Nations, the number of Internet users increased from 25.8 %
of the world’s population in 2009 to 53.6 % in 2019, when 4.1 billion people
in the world were connected to the Internet [14]. Therefore, it should be ex-
pected that the development of the Internet will expand the network of pene-
tration of digitalization into all spheres of life of both individuals and
enterprises. The spread of technology leads to a significant reduction in the
share of the traditional economy in the global economic system and an
active transition to the digitalization of all spheres of public life.

For the economy of Ukraine, which is in crisis, it is important to form
and implement new highly effective ideas of economic growth, one of
which, according to I. Dulska, is the introduction of information and com-
munication technologies (ICT) into all sectors of the national economy [15].
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Thus, the emergence of 3G connection, according to the scientist, has become
one of the catalysts for the domestic economy. according to research by De-
loitte, in all markets where 3G appeared, GDP grew by at least 1 % (figure 1).
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Figure 1. The effect of doubling the mobile use of data over 3G-connection
on the increasing of GDP growth

Source: generated by the authors according to [15].

The explanation for such positive changes is that the possibilities
of using this coverage contribute to the development not only of telecom
operators but also of other branches of business, as management decisions are
made faster and the space for small and medium-sized businesses expands.

In Ukraine, the introduction of 3G connection was characterized by
a rather long time lag, as in 2007-2014 Ukrtelecom was licensed to imple-
ment it. However, its management did not pay enough attention to the deve-
lopment of this technology, and only in February 2015, a tender was held
in which real competitors purchased three licenses. Currently, most of Ukraine
has adequate coverage, but the share of rural population covered by the
mobile network in our country, compared to other countries where the share
of coverage in 2011-2012 was more than 90% (in the UAE and Bahrain —
100 %, Greece and Canada — 95 %, Sweden and Armenia — 93 %, Bulgaria —
92 % [15]), is still low.

Since 2018, 4G has been actively used in Ukraine. The coverage already
takes the territory inhabited by 77 % of the population of Ukraine (mostly
large and medium-sized cities, where 82 % of the population lives) [16]. The
need for high-quality mobile connection has become especially acute in the
context of the COVID-19 pandemic, in particular for those settlements
where there is no wired Internet. Currently, about 70 % of business custo-
mers who use 4G download data to cloud storage, 80 % use messengers and
online applications that allow them to communicate with customers and
promote their products.
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Today in the world, companies and organizations successfully use 5G,
in particular, in manufacturing, logistics, agriculture, transport. Looking
to the future, there are prospects for using the capabilities of this coverage
in telemedicine, robotics, remote control, and transport control [17].

Business players must actively generate new business ideas in order
not to lose market position. The slowdown in the economic growth in early
2020 with the global pandemic COVID-19 will have significant negative
consequences for the economy in Ukraine (the official forecast of GDP decline,
up to 7 %), on the one hand, and new living and economic conditions ace-
lerate the introduction of digital technologies for the small and medium
businesses on the other hand.

According to the Draft "Industry Development Strategy" 4.0 [18], the
positive preconditions for the digitalization of Ukrainian businesses are
a developed IT industry and a strong free economic system, while the intro-
duction of negative factors include weak domestic demand for digital inno-
vations, which is probably due to the awareness lack of representatives
in small and medium business with digital economy opportunities.

The main advantages of business digitalization are presented in the table.

Table
Advantages of digitalization for enterprises
Advantages Content
All process chains are revised due to the possibility
Optimization of flexible adaptation to different conditions in modern business.
of business-process Removing outdated templates makes it possible to use existing human
resources more efficiently
Opportunities With new digital technologies, the potential for profit is increasing,
to increase profits in particular, due to the increase in the number of potential buyers

Customer is the main subject for income, so the digitization

of processes will provide an opportunity to master the information
about the customer’s needs at each stage of interaction and create
all the conditions to meet customer’s needs

Focus on customer needs

The rapid growth in the number of innovation processes will provide

Optimal growth an opportunity to respond to problems quickly with increasing

of innovations the business efficiency and reducing potential costs
Increasing the volume Prompt, reliable information, including about potential buyers,
of data and opportunities partners or competitors, will help expand relationships and improve
for the use communications

The use of artificial intelligence in|The use of robotics and biotechnology in production processes
the production process will help improve technological processes

Source: generated by the authors according to [19].

Business digitalization processes, according to L. Labeznyk [20] pro-
mote electronic communication, which increases the effectiveness of inter-
action between buyers and sellers and creates new markets and opportunities
for economic processes, expands the network of potential buyers, and reduces
the cost of electronic communications due to low transmission costs data
and significantly increases the speed of the exchange. All these actions lead
to an increase in the turnover of financial resources of enterprises, and hence
the successful conduct of business.
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The development of small entities is necessary to support the economy
of the country as a whole, as they provide jobs and increase the number
of skilled workers at relatively low capital costs, create a healthy competetive
environment and can protect society from market monopolization. In the pe-
riods of structural changes in the economic and political life of the country,
small and medium-sized businesses are the main units of structural econo-
mic and political transformations and facilitates and remotes the rapid tran-
sition and adaptation of the country to the new technological system. An
economy with a high amount of small and medium enterprises and entre-
preneurs has a lot of important advantages, including inclusive stable eco-
nomic growth based on knowledge and innovation; flexibility and adap-
tability to new economic realities.

The easiest way to improve the business processes of the enterprise, ma-
king maximum use of the electronic component, is possible in the field of pro-
duct sales. Thus, according to the State Statistics Service, 89 % of all Ukrainian
enterprises work in the services sector, and they account for almost 45 %
of employment. They generate 56% of value-added [21]. Almost half of the
value-added of business services is formed in the wholesale and retail sectors.

More than a third of the 100 largest US retailers believe it is possible
to increase their income by providing e-commerce services. From the parti-
cipation in the global electronic market in 2012-2015, US network trading
companies had received revenues of $ 375 billion, and by 2020 they plan to
increase it to $ 535 billion [20]. Therefore, at the beginning of the XXI century,
the increase of participants number in the Ukrainian e-commerce market
segment and their high interest in e-commerce systems became regular.

In July 2020, the results of the rating compiled by the online public-
cation Retailers, the most popular online stores among Ukrainians were
published on the E&Lnews website — E-Commerce and Logistics (figure 2).
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Figure 2. Rating of the most visited online stores in Ukraine, 2019

Source: developed by the authors according to [22].

The marketplace Rozetka became the leader in the number of visits by
a large margin from other online stores — 572.12 million visits. The second
position was taken by the online store Allo (almost 102 million visits). MakeUp,
Citrus, and epicenrk.ua online stores are also among the top five.
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So, modern electronic communications based on Internet technologies
provide small and medium-sized businesses: expansion and development of
new markets; expanding the network to attract new customers, which are no lon-
ger limited to the territory; term reduction for carrying out cases; possession
of the operational information which is necessary to respond to market changes.

The experience has shown that e-commerce systems can save up to 15 %
on purchases and 22 % on sales by optimizing logistics channels, consoleda-
ting purchases, reducing intermediary surcharges and achieving optimal prices.

In January 2018, the Concept of Development of the Digital Economy
and Society in Ukraine for 2018-2020 was approved [23]. Due to this Con-
cept, there have been created conditions for the beginning of more rapid deve-
lopment in digital technologies and their further implementation in the eco-
nomy of Ukraine. In particular, the provision of administrative services, accor-
ding to the preliminary digitalization of processes, has provided an opportunity
to continue the financial activities of enterprises and individuals with the use
of Internet resources through ordering services online, even in strict quarantine.

Although the digital economy in Ukraine has not reached a large scale
compared to developed foreign countries, these countries also have problems
with the implementation of the digital transformation. According to the results
of the study Riverbed Digital Performance, conducted by the American
company Riverbed Technology in nine countries — USA, UK, Brazil, Germany,
Australia, France, China, Singapore, India (objects of the study — 1000 com-
panies in the field of retail, transport, industry, health care, finance with an
annual income of more than $ 500 million) — 95 % of survey participants said
they are not ready to implement a digital strategy in their companies nowadays.
Only 10 % of companies in the world have completely switched to digital
technology in their activities, and only 26 % are ready to change [24].

Today, domestic enterprises not only automate business processes but
also create their control and analysis tools for effective management. Accor-
ding to O. Hudz and V. Makova [25], enterprises, that do not develop and
implement digital transformation strategies, will be inefficient tomorrow
and will simply disappear under the pressure of new market realities and
more pragmatic and successful competitors.

Conclusion. The traditional economy is affected by the digitalization
of business relations, which modernizes and transforms business processes,
under the influence of which changes not only the structure of the market
participants but also the technology of management. The development of digi-
talization at enterprises in Ukraine should be facilitated by the spread of 5G-
network, training of qualified personnel specializing in electronic commu-
nications, development of new services for convenient delivery of online
orders, development and improvement of electronic payment systems.

The issues of digitalization became especially acute in the quarantine
conditions when the trend is to sell goods online and carry out activities at
a distance. The global economic crisis caused by the COVID-19 pandemic
requires small and medium-sized businesses to adapt to multi-vector priori-
ties, which will be dominated by such development trends in the short term.
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Internationalization, which gives such enterprises new growth oppor-
tunities, contributing to the economic stability of the country. This can be
product exports, licensing, franchising, joint ventures, relocation of produc-
tion, and so on.

Localization. Local production is valuable for the consumer because
it provides additional quality guarantees and a higher level of availability.
Opportunity for small and medium-sized businesses to work with large re-
tail chains (it applies to farms and producers of industrial consumer goods).
Large commercial enterprises can promote small and medium-sized busi-
nesses by taking joint and several responsibilities for the quality and safety
of goods. In addition to retail chains, the pharmaceutical industry is inte-
rested in the local manufacturer. For this industry, local producers are more
transparent and open, and quality standards, licensing conditions, equip-
ment, and business processes have met European requirements. Besides, the
product quality is strictly regulated by local government services and
regulations, which are already synchronized with European ones.

The use of digital platforms is important in nowadays environment.
They transform not only trading platforms, but also the market of services,
agriculture, educational services and provide the opportunity to develop small
and medium-sized businesses in various areas of the modern economy.

Through the use of digital tools, businesses gain several benefits that
increase competitiveness, save costs, simplify working with large data sets,
improve the company image and increase customer loyalty.
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Konopamiox 0., Cmosanenko 1. /ludscumanizayia 6i3necy 6 ymosax 21006anvHux
GUKTUKIS.

Ilocmanoska npoonemu. Ymosu, 8 AKux cb0200Hi 00800UMbCA NPAYIOBATU MATLOMY
ma cepeOHbOMY 6i3Hecy, XapaKkmepuzyiomscs HA08UCOKUM DI6HeM OUHAMIZMY, MOMY 30iu-
CHIO8AMU OLILHICMb, BUKOPUCTOBYIOUU cmapi Oi3Hec-M0oO0eli, 03Ha4ae Hapaxcamu cede
Ha pU3UK 3aIUMUMUC No3ady KOHKypeHmie. Humi oudscumanizayis cmae HeoOXiOHOIO
VMOBOI 6edenHst Bi3HecCy, KA 3ayinac He MilbKu pobomy 3 KiiEeHmamu, aie i 6HympiuHi
npoyecu, n08 A3aHi 3 GUPOOHUYMBOM, YIPABGTIHHAM, KOMYHIKAYIAMUL.

Memoro yiei pobomu € 0OIPYHMYBAHHS CYUACHO20 OAUEHHs NPOA8Y OUONCUMANIZA-
yii cycninbcmea ma 6U3HAYeHHs HAOOPY iHCMpPyMenmie Ouoddcumanizayii disnbHocmi nio-
NPUEMCIME, Y MOMY YUCTE MATL020 A cepeOHbo2o DI3HeCy 8 YMOB8AX 2100ANbHUX BUKIUKIE.

Mamepianu ma memoou. Ingopmayitinoro 6a3010 docaiodicenHs ciyeysanu nyonixa-
Yii' GIMUUSHAHUX A 3aPYOINCHUX HAYKOBYIE 30 MEeMOI0 OOCTIONCEHHS, CIAMUCMUYHI Ma-
mepianu ma inmepnem-odcepend. {is GUKOHAHHA NOCMABLEHUX 3060aHb | OOCSACHEHHS
OCHOBHOT Memu OOCHIONCEHHSI 3ACMOCOBAHO MEeMOOU Y3a2aNbHeHHs, AHANI3Y MA CUHME3Y,
NOPIGHAHHS, HAYKOBO20 AOCMPAZY8AHHS MA CUCEMAMU3AYil.
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Background. In a knowledge-based economy, knowledge-based assets
are becoming a key factor in the development of transnational corporations
(TNCs). Accordingly, the company’s ability to manage its intellectual capital
is one of the defining competencies, which allows it to increase value for busi-
ness owners. Thus, the prospects for the development of TNCs in the know-
ledge economy largely depend on its ability to manage intellectual capital.
Due to the fact that the share of tangible assets in the market capitalization
of companies in developed markets by early 2010 decreased to 16 % (in the late
2000s it was 52 %), the relevance of the study of intellectual capital as a key
factor in the success of TNCs will only grow. It is obvious that in different
industries the degree of influence of certain elements of intellectual capital on
the performance of TNCs will be different, because even in developed mar-
kets, intellectual capital can play a different role in the activities of corpo-
rations. That is why in the development of the knowledge economy a ne-
cessary condition for the development of TNCs is the justification of the com-
ponents of the universal model of knowledge management.

An analysis of recent researches and publications has shown that
in multinational companies, the knowledge management system is an important
asset that combines databases, documents, policies, procedures, previously
unexplored knowledge and experience of individual employees. This appro-
ach ensures sustainable socio-economic development and forms the compe-
titiveness of TNCs.

Given the limited resources, the ability to implement a knowledge mana-
gement system in any multinational company is its main competitive advan-
tage. Among scientific researches in the field of knowledge management
by Ukrainian and foreign scientists a number of theoretical, methodological
and methodical approaches to realization of process of knowledge mana-
gement, various principles and methods of management, models of know-
ledge management are developed. 1. Nonaka and X. Takeuchi [1], B. Milner,
P. Senge, V. Bukovich, K. Viig, D.Ye. O’Leary, D. Snowden, Y. Vovk, M. Mar-
tynenko, A. Degtyar and M. Bubliy, A. Nalyvayko, N. Butenko, N. Smo-
linska and I. Hrybyk, S. Leonova and other scientists.

Thus, interesting research is made by B. Milner concerning the influ-
ence of knowledge management system on the functioning and development
of the organizations [2]; scientific works of T. Gavrilove about the set
of methodological approaches, procedures, technologies and mechanisms
that allow the management of the organization tocreate additional value
through the use of knowledge [3]; E. Popov as for formation of knowledge
management institutions [4]; A. Tiwana offers knowledge management toolkit:
practical techniques for building a knowledge management system [5]. At
the same time, it is important to note that at the beginning of the XXI cen-
tury in the conditions of knowledge economy development it is actual
to provide management efficiency of TNCs intellectual resources. There are
significant contributions in existing developments of the chosen field of re-
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search, although it should be noted another aspect that must be taken into
account in the formation of the knowledge management system for TNCs.
This identifies the components of a universal model for transnational corpo-
rations that can be effective regardless the region.

The aim of the article is to substantiate and describe the components
of the universal model of knowledge management of TNCs, including the
analysis of indicators and measurements of intellectual capital, definition
and description of the components of the universal model of knowledge
management of TNCs.

Materials and methods. The set of complementary methods of scien-
tific research of economic processes and phenomena such as system-struc-
tural, comparative and statistical analysis have been used in the article. The
information base of the research is statistical and analytical materials and
information-analytical collections and reviews of international organiza-
tions; information materials of national and foreign research centers, scien-
tific publications and statistical materials of leading TNCs.

Results. In the formation of the knowledge economy, TNCs can be
considered as a dynamic institution that can influence the development of
economic systems, both nationally and internationally, and which is in cons-
tant interaction with them through their own organizational, economic, tech-
nical, social levers. Actively influencing the international economic system,
TNCs are forming new economic relations at both the national and global
levels. It is important that the meaning of "world economy" concept is chan-
ging, it has been transformed from "international" to "transnational", and it
is characterized by the establishment of more stable and long-term econo-
mic ties than before.

At the beginning of the XXI century it is expedient to take away the
dominant role of transnationalization in the process of creating a new "geo-
economic map of the world" and growing economic interdependence of states
where division by country is of secondary importance, giving way to divi-
sion of economic forces and interests. Transnationalization, as an objec-
tively determined process with multilevel and contradictory manifestations,
significantly adjusts national and international development strategies and is
therefore the most attractive object of a scientific research.

Knowledge management system is one of the important assets that
unites databases, documents, policies, procedures, previously unexplored
knowledge and experience of individual employees in TNC. This approach
ensures sustainable socio-economic development and forms the compe-
titiveness of TNC. In conditions of limited resources, the possibility of imple-
menting the system knowledge management in an organization is its main
competitive advantage. Therefore, technologies based on the knowledge system
have become widespread and applied. The knowledge management system
is a new stage in the development of management technology, replacing
stage on the use of corporate databases [6].
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The measurement of intellectual capital focuses on intangible assets
in the context of strategic planning to determine their impact on value crea-
tion and benefits for organizations. It covers non-financial assets such as inno-
vation opportunities, employee creativity or customer satisfaction and
is future-oriented, namely the creation of value and core skills that provide a
competitive advantage. From this point of view, the measurement of intel-
lectual capital is necessary to test the capabilities of the organization in achi-
eving strategic goals.

It is important to note that most existing ultrasound systems do not
determine the indicators of intellectual capital, creating a gap between their
measurements. According to Smith, this gap is one of the biggest short-
comings in the modern practice of measuring and managing the intellectual
capital of TNCs.

The unified model of the dynamic organizational process of know-
ledge creation (SECI model), proposed by I. Nonaka and H. Takeuchi in 1991,
was adopted as a basic theoretical model for understanding the dynamic
essence of knowledge creation and effective management of this process.
The SECI model characterizes the sequential movement of knowledge
of individuals in an organization. This knowledge is transformed and ampli-
fied by the spiral of knowledge through processes such as socialization,
externalization, combination and internalization. As part of the study, in order
to systematize foreign experience and assess the possibilities of its use
to identify the knowledge management system in MNC, three models of know-
ledge management — structural, matrix and process — were analyzed and the
main tools that are used in these models were identified. The structural
model The Knowledge Management Process Framework, Bukowitz and
Williams (1999) focuses on knowledge discovery, knowledge use, learning
and knowledge dissemination. The matrix model of the knowledge manage-
ment Matrix, Gamble and Blackwell (2001) is based on determining the
source of knowledge, organizing knowledge, assessing the strengths and weak-
nesses of the company’s knowledge management system, determining the
relevance of knowledge and the possibility of reuse, assimilation of know-
ledge in the process of use. Process model The Knowledge Management
Process, Botha (2008) aims to develop and understand knowledge, organize
and capture knowledge, share and disseminate knowledge [7].

In the formation of the knowledge economy, it is strategically nece-
ssary to create a model of knowledge management of TNCs, in which there
would be a link between the UZ system and the measurement of intellectual
capital, which would focus on supporting the measurement of TNC intellec-
tual capital through knowledge management, demonstrating the contribution
of these systems.

Models of measuring intellectual capital Intellectual capital (IC) refer
to intangible assets that can bring future economic benefits, i.e. the value of
creation. These assets are a key competitive advantage, they are
characterized by invisibility, difficulties in quantification and acquisition
without monetary nature and without physical substance. Its measurement
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reflects the added value of knowledge for organizations, allows you to
monitor the performance of knowledge assets and related activities, provi-
des an understanding of how organizations develop, manage and use their

knowledge assets.

Table 1 summarizes the models for measuring intellectual capital,
identifying the components specified in each of them.

Table 1

Measurements of intellectual capital

Type of the capital

| Index

Human capital

Induvidual huma

n capital

Indicators of absenteeism
average level of IT literacy
years of work in companies

Motivation index
digital literacy index
employee satisfaction index

Human capital of the company

% full-time employees
% of part-time employees
% specialized employees

Initiative index
innovation index
leadership index

National human

capital

% men, women

the average age of the employee
average level of literacy of employees
distribution by age groups

Gender inequality index
loyalty index

employee engagement index
employee satisfaction index

Structural ca

pital

Consumer ca

ital

Information technology capabilities
administrative costs / employee
administrative costs / total receipts
quality of execution (ISO 9000)

Profitability index

labor quality development index
process efficiency index
business reputation index

Organizational

capital

The cost of developing new products or services
experienced staff / total staff

Index of intellectual potential
human development index

hours in development labor quality index
hours of training freedom of education index
Innovational capital

Innovative-technological

Availability of information
innovative opportunities
innovative staff

investment in IT

investment in IT development

ICT development index

innovation capacity index

global index of effective innovation
index of information opportunities
process efficiency index

Creative

Digitalization

talent

breakthrough technologies
investment in new competencies

Digitalization index

talent competitiveness index
index of technological readiness
labor productivity index

Capital of relationships

Capital of professionalism

The average duration of the relationship
experienced staff / total staff

Productivity index
education index

Capital of brand

Customer visits to the company
number of customers

Customer satisfaction index
company image

Source: compiled by the author, based on [8].
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Models are characterized by various components: human, structural
and relative capital, as well as social capital, R&D, corporate identity, envi-
ronmental capital or others, depending on the characteristics. At the same time,
human, structural, innovative and capital relations are the components that
are most often used in models.

Human capital (includes individual human capital, individual company
capital and national human capital) is related to individual abilities, know-
ledge, skills, experience and problem-solving skills. It is manifested in the
competence, attitude and intellectual dexterity of the employee. Competen-
cies include skills and education, while attitudes cover employee behavior.
Intellectual dexterity helps to find innovative solutions and change methods
to solve the problem.

Structural capital (consumer capital, organizational capital) is related
to systems, organizational processes, technologies, concepts and business
models with databases, documents, patents, copyrights and other codified know-
ledge. According to Roos, structural capital is what stays with a company
when employees go home overnight.

Innovative (innovative technological, creative) related to investment
financing of innovation activities and the securities market of companies
in high-tech industries; includes R&D funding within the innovative techno-
logical process, venture capital, capital acquired through the placement
of securities of enterprises in high-tech industries and long-term bank loans
to expand the innovative activities of companies.

Relationship capital (professional capital, brand capital) is related to alli-
ances and relationships with customers, partners, suppliers, investors and com-
munities. This also includes brand awareness, organization image and mar-
ket position. Relationship capital is built-in knowledge and added value from
relationships with others.

The systematization of indicators proposed by each of the models
of measuring intellectual capital was also done in order to determine a set
of valuable indicators for measuring intangible assets.

The researchers have written about the use of different types of ultra-
sound system. The classifications mentioned by these authors are based
on various assumptions: some of them are based on technological problems,
some on related functionality; others still combine these two criteria in one
classification. But, on the other hand, some of these classifications do not
draw a clear line between the knowledge management system and trade-
tional information systems. The variety of classifications of the ultrasound
system on the basis of different approaches leads us to systematize the
categories of the ultrasound system according to their problems, capabilities
and functional features. This systematization includes the following cate-
gories of knowledge management system:

* business intelligence systems;

* collaboration systems (group software);
e competency management systems;

* corporate portals;
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* document management systems;

* e-learning systems;

* expert systems;

 knowledge identification systems;

* knowledge maps;

* document management systems [9].

Table 2 summarizes the IR measurement models and identifies the
components specified in each model. The systematization of the indicators pro-
posed by each of the models of measuring intellectual capital was also done
in order to review a certain set of values for measuring intangible assets.
The models describe different components, such as human capital, structural
capital, innovation capital and relationship capital, as well as social capital,
corporate identity, environmental capital, etc., depending on their own cha-
racteristics.

Table 2

Sources of quantitative assessment of intellectual capital
in the context of knowledge management

Source Quantitative assessment

Access to the knowledge base of the organization

System management | Contribution to the knowledge base of the organization
document Time (average) for the request

Knowledge level access / reuse

Access to the knowledge base of the organization

Maps of the Contribution to the knowledge base of the organization

knowledge Time (average) for the request

Knowledge level access / reuse

Projects in cooperation with external organizations

Projects in collaboration with other working groups

Speed of dissemination of best practices

Questions reported on forums

Processes completed without errors

Processes according to manuals

Processes updated

% of processes completed on time

% of automated business processes

New business opportunities

Speed of investment in new markets

Market share in the segment

Geographical distribution of customers

% of new customers / lost customers

Sales speed in new markets

Speed of sales to new customers

Customer satisfaction index

Employee satisfaction index

Specialists with a degree of specialization

Managers with a degree of specialization

Access to current issues

Expert contribution: best practices, tips, suggestions

Level of expertise access / reuse

% of new experts

System cooperation

Workflow
Systems

Business intelligence
system

Expert systems
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End of the table 2

Source Quantitative assessment
Average training time per employee (days per year)
Cost per capita in educational programs
Average year of service in the organization
The average age of employees
% Of employees by group age
% Female and male employees
Absenteeism rate
Employee rotation speed
Employee satisfaction index
% of employees with academic degrees
E-learning programs
E-learning Hours spent in e-learning programs
Systems % of employees who have successfully completed e-learning training programs
Employees with specialization based on e-learning programs
New patents
Patents in registration
Average number of registered patents
The level of knowledge that is reused in new contexts
New ideas for updating products, services or processes
New products, services or processes created by innovative processes
Certified processes
Corporate Portals Speed of knowledge dissemination / application

Competence
management
systems

Knowledge of system
discovery

Source: compiled by the author, based on [10].

Knowledge management system belongs to a class of information sys-
tems used to manage organizational knowledge, which are based on informa-
tion technology and focused on supporting organizational processes of creation,
storage and retrieval of knowledge, dissemination and application. The main
purpose of the system is to create an environment that facilitates the creation
and use of knowledge and communication, cooperation between organizations.

At the beginning of the XXI century, it should be noted that there are
no significant differences in the industry or service orientation of a multi-
national corporation. The materials of this study will be used in a model
developed to clarify the potential contribution of the knowledge manage-
ment system to the measurement of intellectual capital.

A model for linking the measurement of knowledge management sys-
tem and intellectual capital. The main purpose of the model proposed in our
study is to combine the system of knowledge management and measurement
of intellectual capital, which indicates the contribution of these systems to
value creation in TNCs. The model can also facilitate the choice of know-
ledge management system depending on the needs of the organization, brin-
ging the choice of knowledge management system in line with strategic
goals and intangible assets that provide competitive advantages. This provi-
des a comprehensive view of intangible assets, covering the strategic and
operational perspectives of knowledge management.

Components of the model of measuring intellectual capital. The pur-
pose of this component is to identify intangible assets that provide a com-
petitive advantage and ensure the development of the core competency orga-
nization. It also contains a specification of the relevant metrics in order
to measure these intangible assets.
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The components of the intellectual capital measurement model begin
with defining a mission and corporate strategic goals that identify business
drivers, critical success factors, and intangible assets that can create wealth
for an organization. The purpose of linking intellectual capital to strategic
goals is to ensure that the organization receives a competitive advantage
from the use of intellectual capital and knowledge management system.

This component can be implemented using one of the considered mea-
surements of the intellectual capital model, such as Skandia Navigator, Balan-
ced Scorecard, Intangible, Assets Monitor, Intelect Model, etc. It is important
to note that the model presented in this study does not depend on the model
of measuring intellectual capital, in order to avoid diminishing its application.

Component of the knowledge management system. The purpose of this
component is to provide a set of measures useful for quantifying intellectual
capital (metrics are specified in the first component of the model). A know-
ledge management system can help improve intellectual capital by suppor-
ting and improving organizational knowledge processes that are critical to
an organization. However, this can only be achieved if the knowledge mana-
gement system focuses on intangible assets that bring value, additional and
competitive benefits to organizations, in line with their strategic goals. From
this point of view, a knowledge management system can contribute to a quan-
titative set of useful indicators for measuring IM using the knowledge
recorded in these systems by measuring the components of knowledge mana-
gement and management system. This component should also help determine
the optimal categories of knowledge management system, according to the
corporation, needs and strategies, as well as match the choice of knowledge
management system with intangible assets that bring competitive advantage.

The structure is implemented through different categories of know-
ledge management system, according to their own characteristics and func-
tionality in support of knowledge management processes, namely the crea-
tion of knowledge, storage, dissemination and application. This relationship
is based on the assumption that the knowledge management system as
a technological system focused on the management of organizational know-
ledge does not support the application of knowledge; and only people can
apply for knowledge. However, a knowledge management system can con-
tribute to the development of an environment that allows the use of know-
ledge and applications from the people of the organization.

Component of the system of measuring intellectual capital. The pur-
pose of this component is to support IC measurement according to the
model and metric selected in the first component. The system of measuring
intellectual capital uses a set of measures provided by different categories of
the knowledge management system to quantify these indicators of intellect-
tual capital. It can also use some of the measures provided by other sources
that complement the measurement of intellectual capital, such as financial
programs, quality systems, enterprise resource planning systems. This com-
ponent establishes a link between the model of measuring intellectual capi-
tal and the knowledge management system, demonstrating the contribution
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of different categories of the knowledge management system to the intan-
gible development of assets. The outcome of the intellectual capital measure-
ment system consists of a report that facilitates the valuation of intangible
assets and is the starting point for identifying strengths and weaknesses
in terms of organizational knowledge development [1].

Valuation of intangible assets can facilitate the redefinition and reor-
ganization of business drivers, success factors and intangible assets that
create competitiveness in the organization.

Measures provided by the knowledge management system for the quan-
titative assessment of intellectual capital indicators. Each organization seeks
to select the most appropriate indicators to measure the value of intangible
assets and knowledge management initiatives according to their needs and
strategic goals. A large number of indicators of intellectual capital can be quan-
tified through the knowledge management system, i.e. through the knowledge
recorded in the KMS. A significant number of knowledge management indi-
cators from different categories and suppliers have been analyzed to clarify
the potential contribution of these systems to the measurement of ICs.

Conclusion. One of the consequences of the growing importance of
knowledge and organizational learning in economics has become knowledge
management and at the same time it is a new management function and
a special type of joint activity. At the beginning of the XXI century there
is a dynamic change of epochs of world socio-cultural development to a new
epoch of knowledge and creativity. Nevertheless, it can be argued that this
kind of conflict situation in the world occurs due to the existence of several
epochs simultaneously, i.e. currently the process of formation of post-indust-
rial (information-innovation) society, although the era of the new economy
at the present stage is presented in a new content, where the knowledge
resource reaches a qualitatively new level. Based on the results of the study, it
is shown that the existing models of knowledge management do not fully
analyze the components of knowledge management models. That is why this
article analyzes the dimensions of intellectual capital, on the basis of which
the components of the universal model are developed.
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Bycapeea T. Yuisepcanvna mooens ynpagiinHa 3HAHHAMU Y KOPROPAUiL.

Ilocmanoexa npobnemu. Y piznux canyssax eKOHOMIKU CMYNiHb GNIUBY NEBHUX elle-
MeHmi6 IHmeNeKmyanvprHo2o Kkanimany na pesynromamu disinonocmi THK 6yoe pisuum, ockine-
KU HaBiMb HA PO3GUHEHUX PUHKAX THMENeKMYalbHUull Kaniman mooice gidiepasamu pisHy poib
y disnbHocmi kopnopayiu. Came momy npu po36uUmKy eKOHOMIKU 3HAHb HEODXIOHOK YMOBOI0
pozeumky THK € 061pyHmyeaHHs CKIA008UX YHIBEPCANbHOT MO0 YAPABIIHHS 3HAHHAMU.

AHnaniz ocmannix 00cnioxcenv ma nyoAiKayinn noKa3as, wo, He368aAXCaryu Ha nes-
HULl HAYKOBULL Npozpec, NUMAHHs w000 KOMNOHeHmie YHieepcanvhoi mooeni THK 3anuuwiaemobca
HesUpiueHUM.

Memoro OocniodicenHst € 0OIPYHMYBAHH MA ONUC KOMNOHEHMIE YHIBEPCAIbHOT MOOei
ynpaeninua 3uanuamu THK, exmiouarouu aunaniz noxazHuxié ma GUMIpIOGaHb [HMeENeK-
MYyanbHO20 Kanimany, 6UHAYEHHs Md ONUC KOMNOHEHMI8 YHIBepCcalbHOi Mooeni ynpas-
ninnsa 3uannamu THK.

Mamepianu ma memoou. /s 00CseHeHHs Memu UKOPUCMAHO HADID 000AmMKOBUX
Memooig HAYKOBO20 O0CTIONCEHHS eKOHOMIUHUX NPOYECI8 Ma AGUWY. CUCIEMHO-CIMPYKIMYPHULL,
NOPIGHATLHUL A CIMAMUCIUYHULL AHATI3.

Pezynomamu oocnioxcennsn. Cucmema ynpasninHa 3HAHHAMU € OOHUM I3 8AHCIUBUX
axmusie THK, wo 06’eonye b6asu Oanux, OOKyMeHmu, noaimuky, npoyeoypu, pauiuie He
8UBUEHI 3HAHHA Ma 00C8i0 oKpemux npayieHuxie. Taxuil nioxio 3abe3neuye cmiukuu co-
YIanbHO-eKOHOMIYHULL PO36UMOK ma (hopmye KOHKypenmocnpomodicHicms THK. B ymoeax
00MedHceHOCMI Pecypci8 MONCIUBICMb NPOBAONCEHHS CUCINEMHO20 YRPABNIHHA 3HAHHAMU
6 Kopnopayii € ii OCHOBHOI0 KOHKYPEHMHOI0 nepesazoio. Tomy mexnonoeii, 3acHo8ami Ha cuc-
memi 3HaHb, HAOYIU WUPOKO20 NOWUPEeHHA ma 3acmocyeants. Cucmema ynpasiinHs 3HaH-
HAMU — Ye HOBUL eman y pO3GUMKY MEXHONO02Ii YNPAGNiHHA, W0 3AMIHIOE eman GUKOPUC-
MAaHHsi KOPNOPAMUSHUX A3 OAHUX.

Bucnoexu. Ha nouamky XXI cm. 6i00ysaembcss OuHaMiuHa 3MIiHA enoxX C8imogozo
COYIOKYIbMYPHO20 PO3BUMKY HA HOBY enoxy 3HAHb ma meopyocmi. Y moil dce uac maxui
mun KOH@UIKMHOT cumyayii y c8imi 8UHUKAE 8HACTIOOK ICHYBAHHA OEKLIbKOX enox 0OHO-
yacHo, moomo HuHi 8i00ysacmvca PopmysanHs nOCminOycmpianbHo2o (iHgopmayiliHo-
IHHOBAYIIHO20) CYCNINbCMBA, Oe pecypc 3HAHb 8UX0OUMb HA AKICHO HOBULL DIGeHb.

Knwuoei cnosa: exonomika 3HaHb, THK, ympaBmiHHS 3HaHHSIMH, YIIPaBIiHHS pe-
cypcamu, HJIJIKP, Moniens yrpaBiniHHS 3HAHHIMH.
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TAXATION OF TRADE ENTERPRISES

The article substantiates the need to assess the level of tax burden. The place and
role of the tax analysis of a trade enterprise activity in the system of management are
investigated. The subject, information support, types, functions and stages of tax analysis
are presented. The algorithm for calculating the absolute and relative tax burden is
presented. The importance of the analysis of the state of settlements for tax liabilities in the
system of tax analysis is determined.

Keywords: trade enterprise, economic activity, tax analysis, tax burden, tax liabi-
lity, tax payments.

Background. As of October 1, 2020, the revenues of the state budget
of Ukraine for September amount to UAH 765 108.6 mln, which is 69.8 %
of the planned revenues for 2020. The monthly dynamics for the current
year differs in its unevenness (figure 1), this is due to the terms of payment
of certain taxes types provided by the Tax Code of Ukraine, the lack of
penalties for late payment of taxes due to quarantine, as well as economic
and social and political instability.

Among the revenues of the state budget of Ukraine there are tax reve-
nues (taxes on income, profits and market value increases, rent and fees for
the use of other natural resources, domestic taxes on goods and services,
taxes on international trade and foreign transactions, fees for fuel and
energy resources etc.), non-tax revenues (income from property and busi-
ness activities, administrative fees and payments, revenues from non-profit
activities, other non-tax revenues, own revenues of budgetary institutions),
revenues from capital transactions (revenues from fixed assets, revenues
from sales of state stocks, funds from the sale of land and intangible assets),
funds from foreign countries and international organizations, trust funds and
official transfers. The most important component is tax revenues.
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Figure 1. Revenues of the state budget of Ukraine in 2020, min UAH

Their volume for the three quarters of 2020 amounted to UAH 5 74980.3 min,
which in percentage terms is 75.15 % of the total state budget revenues of
Ukraine (figure 2).

Income from capital

Trust funds; 0,02% transactions: 0.01%

Official transfers;
1.05%

Funds from foreign countries
; and international
.,! i ,& [ ; organizations; 0,12%
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Non-tax rev mue;ﬂ ______ St
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Tax revenues; 75,15%

Figure 2. Revenues structure of the state budget of Ukraine by items of
revenue in 2020

Taxes are the main source of state revenues, the most important ele-
ment of its economic policy, an instrument of economic regulation and inva-
ding the sphere of strategic, tactical and operational decisions, they put
business leaders in front of the need to have knowledge and organize tax
management system. Taxes are a mandatory, unconditional, individually gratui-
tous payment levied on legal entities and individuals in the form of aliena-
tion of funds due to them in order to financially support the activities of the
state [1, p. 52].
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Among other sources, 9.65 % of state budget revenues are corporate
income tax, which for the period from January to September 2020 amounts
to UAH 73 810.8 min. These data show that taxation of business entities is
important and significant at the macro level. However, quite often investors,
owners and / or business leaders are faced with the question of choosing
a particular tax system. The solution of this problem requires a scientific
justification, which is possible through tax analysis.

Analysis of recent researches and publications. A large number of
scientific works of researches such as O. Butska, O. Legostaeva, N. Lysen-
kova, M. Nikonovich, G. Devlikamova, V. Aranchiy, T. Mysnyk, E. Mnykh,
T. Melikhova, M. Kondratenko, L. Novoselska, Yu. Panura, M. Novikov,
A. Guzatulin, O. Malyshkin, V. Babenko, O. Pokolodna, A. Mishchenko, E. Du-
liba, T. Kaneva, A. Drepin, K. Kanonishena-Kovalenko, N. Kovshun, N. Pyatka,
A. Nikitishin, V. Onisiforova, I. Parasiy-Vergunenko, Y. Shvets, A. Zaval-
nyuk [1-14] as well as many others, are devoted to research of separate
questions of methodology and the analysis organization. Despite their tho-
roughness, comprehensive studies of the analysis of taxation of trade enter-
prises, which would contain a detailed study of organizational and metho-
dological support, are missing. This necessitates the study of a number of issues.

The aim of the study is to develop methodological approaches to the
analysis of taxation of trade enterprises.

Materials and methods. The information base of the article is pre-
sented by scientific works of domestic and foreign scientists [1-14].

The research is based on such scientific methods as analysis and syn-
thesis, comparison, idealization and abstraction, systematization and genera-
lization have been used for conclusions formulation of the study results.

Results. It was recorded an increase in budget revenues compared
to previous years, value added tax, excise tax, personal income tax and pro-
fits tax according to the State Tax Service of Ukraine for 9 months of 2020.

Among the 100 largest taxpayers a special place is occupied by trade
enterprises (13 enterprises), among which there is LLC "ATB-Market",
LLC "Epicenter K", LLC ESC "Esco-Pivnich", LLC "Silpo-Food", LLC "Tedis
Ukraine", LLC "Metro Cash and Carry Ukraine", LLC "Auchan Ukraine
Hypermarket", LLC "Sistemoiling Engineering", LLC "Monsanto Ukraine",
LLC "Philip Morris Sales and Distribution" and others.

At the same time, in the first half of 2019, the country's largest
network of construction hypermarkets LLC "Epicenter K" became the leader
in the ranking of TOP-10 transport tax payers, paying 137.5 thousand UAH
of tax, while the next 4 positions were occupied by the state companies.
LLC "Epicenter K" also took the 9th place in the list of the largest payers of
personal income tax, ML and SSS tax, paying UAH 391.0 thousand in taxes.

The data of the State Statistics Service confirm the importance of trade
enterprises at the state level. Despite the fact that the volume of retail trade
turnover of retail trade enterprises in April-June 2020 amounted to UAH
188.1 bln, which is 5 % less than in January-March 2020 (UAH 198.0 bln), the
number of businesses in this industry has grown in recent years (figure 3).
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Figure 3. Dynamics of the number of business entities involved
in trade during 2011-2019, bin UAH

In the context of the economic crisis against the background of the
global pandemic, there is a growing need to assess the impact of the chosen
system of taxation on the financial results of economic entities. This leads to
the analysis of enterprises taxation. The main task of tax analysis is to sub-
stantiate economic decisions aimed at optimizing tax costs of enterprise pro-
fits by choosing a taxation system in accordance with current legislation.

The basis of tax analysis is to prove and argue the fairness and effec-
tiveness of tax systems in the interests of the state, businesses and indivi-
duals. Equality of these interests is a stimulus for economic development
of the country, social and political stability, the establishment of the princip-
les of civilized progress [2, p. 100].

Tax analysis is the tax system study, assessment of its fairness and effi-
ciency, calculation of the impact of various factors on the state of tax calcu-
lations and achieving their optimization. At the microeconomic level, the
content of tax analysis is the justification of the volume and structure of tax
payments, assessment of trends in the tax burden, diagnosis of tax payments
and the possibility of their change, regulation of tax calculations over time and
changing the conditions of their implementation.

Depending on the field of economic activity, there are the following
types of tax analysis:

* Financial and economic (is carried out by financial and tax services
of an enterprise).

* Audit or accounting analysis (is expert diagnosis of tax payments,
which is carried out by independent audit services to assess the correctness
of their calculation and the overall payment of all taxes).

* Socio-economic analysis (it studies the impact of the tax system on
the social status of employees, in particular, the impact on changes in employee
income rates and determine the possibility of increasing them by changing
these tax payments).

* Economic and statistical analysis (is performed by statistical bodies
at different levels of government: at the state level it assesses the general
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state and trends of taxes paid by businesses and individuals; at the enterprise
level it assesses the completeness of taxes payment as well as enterprise’s
payment of separate types of taxes).

» Marketing analysis (it studies the relationship between increased sales
of certain goods and changes in corporate taxes).

* Economic and environmental analysis (is carried out at different le-
vels of government: at the state level it provides a comparison of environ-
mental damage with the amount of environmental tax paid by the company,
i.e. determines the coverage of nature; at the enterprise level it is carried out
by paying the tax by comparing its change with increasing damage to the
environment caused by the enterprise).

The subject of tax analysis for business entities is to assess the amount
and structure of taxes paid, their impact on the efficiency of financial and eco-
nomic activities, as well as the search for ways and reserves to reduce them.

Information support of tax analysis includes the main element — an
information database formed according to the rules of accounting and taxa-
tion. The use of two independent sources of information in the analysis is
due to the fact that the calculation of a number of taxes is based on accoun-
ting. At the same time, in some cases, using accounting methods, it is not
possible to meet a large enough number of requirements that exist in the
regulations on taxation. Accounting is not applicable here. In this case, we
are talking about information collected in the registers of taxation. Accoun-
ting and taxation prepares information for internal and external users on the
basis of certain rules of conduct. But due to their specifics, these types of
accounting can not provide a significant amount of operational information
needed to make optimal management decisions. Existing accounting sys-
tems in the organization contain the information necessary for tax manage-
ment, you just need to use it properly. The task of tax analysis is to combine
the available information into a system of knowledge about its use. Tax ana-
lysis, acting as a consumer of information data, should identify the advan-
tages and disadvantages of the existing information system, promote its use
to achieve the goals of the organization, while achieving the goals of each of
the existing accounting systems in the organization [3, p. 138].

Tax analysis is closely related to other functional phenomena in the
system of tax management at the micro level. It is a link between accounting
and management decisions, it plays an important role in preparing informa-
tion for tax planning [1, p. 54].

The most important functions of tax analysis include the study,
evaluation and determination of reserves. Implementing the function of the
study, economic laws are analyzed, patterns of economic processes at the
enterprise in certain conditions are determined, the causes of deviations
from the planned indicators are established, etc. The principles of tax analy-
sis are statehood, scientificity, complexity, system, objectivity, effectiveness,
planning, operational efficiency, democracy and efficiency [2, p. 98-99].

The main stages of tax analysis at the enterprise are presented
in figure 4.
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Analysis of the absolute tax burden involves assessing the compo-
sition of taxes and fees for the period under review, identifying payments
that account for the largest share in the total tax, assessing the causes of the
dynamics of the tax structure, and identifying and assessing the most sig-
nificant factors influencing the dynamics and structure of taxes and fees.

The relative tax burden is not only a quantitative but also a qualitative
characteristic of the impact of the tax system on the business entity. The system
of analytical ratios of the relative tax burden includes three groups of indicators.

The first group of analytical ratios of the tax burden on income from
the enterprise includes:

Tax burden ratio (1):
iy =42, (1)
L
where K} — is the tax burden ratio;
Arp — is the the amount of indirect taxes and fees;
S, —is sales revenue.

The ratio of the total tax burden (2):
OTE+ITHE
Ep=—"", ()
r

where Kg — is the ratio of the total tax burden;

BPTF — direct taxes and fees;

[T'F— indirect taxes and fees;

I, —is total income from the enterprise.

The ratio of the amount of income tax and total income from the
enterprise (3):

Ky ==L (3)

where Kg — is the ratio of the amount of income tax and total income from
the enterprise,
Apr — is the amount of income tax;
I, — is total income from the enterprise.

The second group of analytical ratios includes indicators that
characterize the level of tax burden on net profit and expenses of the
enterprise. These ratios characterize the ratio of the amount of taxes and fees
and the amount of net profit (4):

LY+ FER
K, = — 4,
where K — is the ratio of the amount of taxes and fees and the amount of net

profit;

P — is net profit.
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The third group of analytical indicators characterizes the tax burden
on the cost of the enterprise. These ratios are calculated as the ratio of the
amounts of taxes and fees included in the prime cost and the total prime cost (5):

Fy == )

where Ks — is the ratio of the amounts of taxes and fees included in the
prime cost and the total prime cost;
A — is the amount of taxes and fees included in the prime cost;
C — is the prime cost.

The proposed system of analytical ratios is a stable quantitative characte-
ristics, the dynamics of which allows to draw conclusions, assess trends in
the taxation of the enterprise and its impact on the enterprise in the study period.

Minimization of tax payments is primarily related to the use of tax
benefits provided by law, or the use of shortcomings in the legal field. It is pro-
fessional assessments and knowledge of the effectiveness of the main forms
of income tax benefits (reduced tax rates for individual units, accelerated
depreciation, investment tax credit and investment tax rebate, the formation
of targeted tax-free reserve funds, tax holidays) that make it possible in the
legal field to form additional financial opportunities to ensure sustainable
economic growth.

Analysis of the status of settlements for tax liabilities is aimed at impro-
ving the regulation of cash flows; identification of opportunities for profit
growth due to savings in tax payments; anticipating of the payment of fines
and tax penalties.

Depending on the set tasks, the analysis of the state of tax calculations
can be carried out in the operational mode (daily, every ten days), as well
as for the selected reporting period as a whole on tax payments or selecti-
vely on their individual types (retrospective analysis).

Analysis of business taxation can be supplemented by factor analysis
of indicators using multiplicative, additive and multiple factor models to iden-
tify the negative impact on tax flows of the enterprise.

Conclusion. Tax analysis provides a scientific basis for management
decisions and meet the information needs of users of financial statements,
and is an analytical support for management functions, including planning,
forecasting, monitoring the implementation of plans, determining deviations
from actual indicators, regulation. With the help of tax analysis of enterprise
activity it is possible to make timely adjustments to planned tasks and
to correct a situation and indicators.

The use of tax analysis techniques helps to increase tax discipline and
strengthen financial well-being. The study of the taxation systems provided
by the current legislation of Ukraine and the scientifically substantiated
choice (general or simplified taxation system) among them, in order to opti-
mize the tax burden, is an extremely important management task.
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bapabaw H., Pina T. Onodamkyeannsa nionpuemcme mopz2ieJii.

Ilocmanoska npoonemu. 3-nomixc iHuwux oxcepen 9.65 % maoxoodicensv 0o Oep-
JrcasHozo brdxcemy — ye noo0amox Ha npubymok nionpuemcms. OnooamxysauHs cyo ex-
Mi8 20CNO0APIOBAHHS € BANCIUGUM T ZHAUYWUM HA makpopieni. I[Ipome documv uacmo
nepeo iHeecmopamu, GIACHUKAMU Ma/abo KepiGHUKAMU NIONPUEMCIE NOCMAE NUMAHHS
6ubopy nesnoi cucmemu onodamkyeanus. Lle nompebye naykooeo oOIpyHmMyeaHHs, wo
MOJICTUBO 3G OONOMO20I0 NOOAMKOB020 AHANI3Y.
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Memoro 0ocniddicentsi € po3poobKa MemoOON0IUHUX NIOX00I8 00 AHANIZY ONOOAMKY-
6aHH5L OLLIbHOCME NIONPUEMCIE MOP2IGILL.

Mamepianu ma memoou. Ingopmayiiina 6aza cmammi nPedcmMasiena HAyKOSUMU
npaysamu 8iMyu3HAHUX ma 3apyoiscuux uenux. OCHO8010 0OCIONCEHHS € HAYKOGI Memoou,
ceped sAKuX OOYINbHO GUOLIUMU. AHANI3 [ CUHME3, NOPIGHAHHA, [Oeanizayilo ma abcmpa-
2YBAHHS, A MAKONIC CUCMEMAMU3AYII0 MA Y3a2dlbHeHHsL — OIS QOPMYII0BANHS GUCHOBKIE.

Pe3ynomamu 0ocnioxcenna. B ymosax eKoHOMIUHOI Kpusu 3p0Cmae HeoOXioHicmb
OYIHKU 6NAUBY 0OPAHOI cucmemu OnOOaAmKy8anHs HA (PIHAHCOGI pe3yibmamu cy6 €kmie
2ocnooaproganns. Lle obymosnioe eaxcaugicms 30iUCHEHHS AHANIZY ONOOAMKY8AHHS Oliflllb-
HOCmi NiONpUEMCMmS.

Bucnosku. Ilooamkosuti ananis, wo cmeopioc Haykose NiOtpyHms OJis RPUUHAMNSL
VYIPABIIHCLKUX pileHb ma 3a0080JeHHsL IHhopmayitinux nomped Kopucmyeayis iHancogoi
36imHoOCMI, A67A€ 0000 aHanimuyHe 3a0e3nedeHHs: 01 UKOHAHHA (DYHKYIU YIPABIIHHS,
cepeo AKUX NIAAHY8AHHS, NPOSHO3VEAHHS, KOHMPOTb HAO BUKOHAHHAM NIAHIG, BU3HAYEHHS
BIOXULEHb PAKMUUHUX NOKAZHUKIG BI0 NIAHOBUX, PE2YI0BANHSI.

Knwuoei crosa: manpueMCTBO TOPTIBII, FOCIOAAPCHKA MisSTbHICTD, TOAATKOBUI
aHaJi3, 0JJaTKOBE HABAHTAXXEHHS, ITOAATKOBE 30008’ 13aHHSI, II0JaTKOBI IIATEXKI.
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BUDGET POLICY
UNDER THE COVID-19 PANDEMIC

The role of budget policy in ensuring financial and economic regulation of the
country is determined. The institutional principles are revealed and the directions of budget
policy in the conditions of the COVID-19 pandemic are substantiated. Revenues and expendi-
tures of the State Budget of Ukraine for 2020 are compared in accordance with the Law
of Ukraine "On the State Budget of Ukraine for 2020" of 15.09.2019 Ne 294-1X and the Law of Uk-
raine "On Amendments to the Law of Ukraine "On the State Budget of Ukraine for 2020"
of 13.04.2020Ne 553-1X.

Keywords: budget, budget system, budget policy, budget revenues, budget expen-
ditures, budget regulation.

Background. In the context of the COVID-19 pandemic, the effect-
tiveness of budget policy is an important prerequisite for stabilizing socio-
economic processes. Decisions on the viability of the use of appropriate
budgetary tools should be determined basing on the assessment of changes
in the level of economic development of the country due to the deepening of
the crisis processes caused by the pandemic. Timely consideration of the
influence of exogenous and endogenous factors on the formation of budget
revenues on the one hand, and on its expenditure part on the other, will
contribute to the development of sound budget architectonics. Accordingly,
in the conditions of the COVID-19 pandemic it is advisable to strengthen
the regulatory function of budget policy. The tasks of finding alternative
sources of budget revenues, choosing budget instruments and levers and
optimizing the structure of budget expenditures became important. The level
of impact of crisis processes exacerbated by the pandemic is much stronger
in export-dependent countries. Negative factors in foreign markets signi-
ficantly affect the imbalance of macroeconomic balance in these countries,
respectively, violating budgetary constancy, stability and balance.
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Analysis of recent research and publications. Among the important
studies of foreign scholars on the formation of budget policy as a tool for
social development of labor are works by J. Keynes, P. Samuelson, W. Nor-
dhaus, J. Stiglitz, V. Tanzi [1-5]. The works of domestic scientists T. Boho-
lib, L. Lysyak, V. Oparin, V. Fedosov [6-8] and others are devoted to the
formation and implementation of budget policy in the conditions of trans-
formations. At the same time, in the conditions of the COVID-19 pandemic,
it is important to justify institutional changes in budget policy in order to
stabilize socio-economic processes.

The aim of the article is to reveal the institutional principles and substan-
tiate the directions of budget policy in the context of the COVID-19 pandemic.

Materials and methods. The following methods were used in this study:
systematic — in revealing the role of budget policy in the context of the
COVID-19 pandemic; comparative — in the generalization and systemati-
zation of institutional support for the formation and implementation of bud-
get policy; the factor method and scientific abstraction — in the disclosure
of budget architectonics and justification of budget policy directions in the
conditions of the COVID-19 pandemic.

Results. Ensuring a purposeful impact on the pace and quality of eco-
nomic growth requires the formation and implementation of effecttive budget
policy based on improving the system of institutional support for financial and
budgetary transformations [9]. The effective use of budget policy instruments
helps to reduce the variability of macroeconomic variables and the appro-
priate level of their formation. The difficulty of finding ways to qualitatively
change the budget architectonics, the components of which are interrelated,
necessitates a complex approach to the formation and implementation
of budget policy which will be based on predicting trajectories of budget reve-
nues and areas of public financial resources [10].

The application of moderate budget adjustments in the implementation
of budget management for the formation of both budget revenues and
expenditures in response to crisis processes in the context of the COVID-19
pandemic is an important condition for macroeconomic stability. An impor-
tant task aiming at ensuring the stability of the budget system and increasing
interregional factor mobility is to justify the optimal level of tax burden.
In the process of determining the directions of budget policy, it is important
that additional government spending does not replace private consumption
and investment. The high level of tax burden hinders investment. At the
same time, a significant level of tax burden partially offsets the expansionary
effect of increasing government spending. In order to stimulate aggregate
demand and reduce the negative impact of crisis processes in the COVID-19
pandemic it is appropriate to use budgetary policy instruments which are
aimed at both increasing government spending and reducing taxes.

When substantiating the directions of budget policy regarding the
formation of budget revenues, it is reasonable to take into account the Laffer
Curve, which shows the relationship between tax rates and the level of
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government revenues [11]. However, scientific views on the optimal level
of taxation in different countries are not the same. In particular, scientists
estimate that the peak of the Laffer curve in China is about 40%. Accor-
dingly, public authorities should take into account changes that occur throug-
hout the tax system, not just changes in direct taxes, while increasing their
rates. It is determined that an important task of budget regulation in China
is to reduce the level of taxation to 35% [12].

An important task in the context of the COVID-19 pandemic is to de-
velop a risk management strategy, particularly in terms of the risks of not
receiving the planned level of income, which will facilitate the increase
in the country’s budgetary stability and diversify the relevant risks. The use
of risk diversification mechanisms is an important condition for making
informed decisions on financing innovation and investment projects at the
expense of public financial resources.

Among the risks of not reaching the planned level of budget revenues,
particularly in the area of taxes, it is worth noting the risks caused by the
slowdown in economic growth due to the intensification of financial crisis
processes in the context of the COVID-19 pandemic. Adverse conditions in
world markets have a directly proportional effect on the reduction of budget
revenues. According to the normative legal documents of the European
Financial Stability Facility, the criteria and indicators for assessing the level
of impact of potential imbalances on budget revenues are substantiated.
If they indicate the likelihood of imbalances, an in-depth assessment of macro-
economic indicators is carried out and suggestions are made to address the
identified problems. In addition, the risks of losses in the planned budget
revenues are evaluated on the basis of budget projections: the dynamics of
budget revenues is studied and their impact on the country’s budget sus-
tainability is assessed; the specifics of budget revenue formation are
considered and the forecast of their share in GDP is developed.

According to the forecast of the Ministry of Finance of Ukraine for 2020,
the following is envisaged: a decrease in gross domestic product by 3.9%; the
inflation rate will be 8.7%, the average year hryvnia-dollar exchange rate —
29.5. While the previous forecast expected the economy to grow at 3.7%, infla-
tion — 6%, hryvnia to dollar exchange rate on average for the year — 27 [13].

The intensification of crisis processes has reduced the level of budget
revenues. According to the Law of Ukraine "On Amendments to the Law of
Ukraine "On the State Budget of Ukraine for 2020" of 13.04.2020 Ne 553-IX,
the tax revenues of the State Budget will be reduced by UAH 144.62 billion.
Given the above, public administration have identified measures to increase
non-tax revenues of the budget, respectively, they are expected to increase
by UAH 42.26 billion (table 1).
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Table 1
Revenues of the State Budget of Ukraine for 2020, UAH billion
Revenues in accordance with the Law
of Ukraine:
Revenues "On the State 'On Amendment.s
Budget of Ukraine ,t,o the Law of Ukraine
for 2020" On the_State Budget
of Ukraine for 2020"
Tax revenues 925.75 781.13
Income taxes, taxes on profits, capital gains taxes 239.27 209.04
Rent and payment for the use of other natural 58.15 3253
resources
Internal taxes on goods and services 591.95 507.71
Taxes on international trade and foreign transactions 32.86 28.62
Other taxes and fees 3.52 3.22
Non-tax revenues 141.08 183.33
Income from property and business activities 77.45 113.93
Administrative fees and charges, income from non-
. . LS 9.89 17.68
commercial economic activities
Other non-tax revenues 17.34 14.35
Own revenues of budgetary institutions 36.40 37.37
Income from capital transactions 0.65 0.66
Proceeds from the sale of fixed capital 0.03 0.05
Proceeds from the sale of land and intangible assets 0.01 0.004
Official transfers 3.06 1.76
Trust funds 0.19 -
Total income (excluding intergovernmental 1070.73 967.07
transfers)
Total income 1079.49 975.83

Source: calculated by the authors on the basis of the Law of Ukraine "On the State Budget
of Ukraine for 2020" of 15.09.2019 Ne 294-IX and the Law of Ukraine "On Amendments
to the Law of Ukraine "On the State Budget of Ukraine for 2020 " of 13.04.2020 Ne 553-IX.

In order to optimize the expenditure side of the budget and free up
funds for the costs associated with overcoming the pandemic, the level of fun-
ding for many ministries has been reduced. In particular, the Ministry of Educa-
tion and Science of Ukraine — by UAH 1.75 billion, the Ministry of Econo-
mic Development, Trade and Agriculture of Ukraine — by UAH 0.88 billion,
the Ministry of Infrastructure of Ukraine — by UAH 0.97 billion, the Ministry
of Justice of Ukraine — by UAH 0.46 billion, the Ministry of Foreign Affairs
of Ukraine — by UAH 0.14 billion. Subventions for the development of com-
munities and territories, financing of Energy Efficiency Funds and partial
loan guarantee have been abolished. Expenditures on local elections have
been reduced. At the time of the quarantine, the level of salaries of heads
of state-owned enterprises is limited to no more than 10 minimum wages
(UAH 47,230). The level of funding was increased: the Ministry of Health
of Ukraine — by UAH 16.37 billion, the Ministry of Social Policy of Ukraine —
by UAH 19.50 billion, the Ministry of Finance of Ukraine — by UAH 0.99 billion,
the Ministry of Internal Affairs of Ukraine — by UAH 0.20 billion, the Pen-
sion Fund. The reserve fund of the Cabinet of Ministers of Ukraine has been
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increased to UAH 4 billion. In general, expenditures of the State Budget
of Ukraine for 2020 in accordance with the amendments increased by 7.31%
and amounted to UAH 1266.22 billion. The share of the budget deficit in the
gross domestic product increased to 7% (table 2).

Table 2

Expenditures of the State Budget of Ukraine for 2020, UAH billion

Expenditures in accordance with the Law
of Ukraine:
Spending unit "On the State "On Amendmentg
Budget of Ukraine t,? the Law of Ukraine
for 2020" On the. State Budget
of Ukraine for 2020 "
Ministry of Internal Affairs of Ukraine 92.97 93.16
Ministry of Economic Development,
Trade and Agriculture of Ukraine 17.95 17.07
Ministry of Foreign Affairs of Ukraine 4.68 4.54
Ministry of Education and Science of Ukraine 44.51 42.76
Ministry of Health of Ukraine 98.18 114.55
Ministry of Social Policy of Ukraine 293.40 31291
Ministry of Infrastructure of Ukraine 4.95 3.98
Ministry of Finance of Ukraine 18.89 19.88
Ministry of Justice of Ukraine 14.34 13.88
Total 1180.10 1266.42

Source: calculated by the authors on the basis of the Law of Ukraine "On the State Budget
of Ukraine for 2020" of 15.09.2019 Ne 294-IX and the Law of Ukraine "On Amendments
to the Law of Ukraine "On the State Budget of Ukraine for 2020" of 13.04.2020 Ne 553-IX.

The budget includes the Fund for Combating COVID-19. According
to the Law of Ukraine "On the State Budget of Ukraine for 2020", the envi-
saged level of financing of the Fund is UAH 64.7 billion. The fund will be
used to provide: "one-time financial assistance to family members of medi-
cal and other health care workers who died from COVID-19; financial
assistance to citizens in connection with the negative consequences of the
spread of COVID-19 in Ukraine. Besides the Fund resources will be direc-
ted to measures related to the prevention and spread, localization and elimi-
nation of outbreaks, epidemics and pandemics of COVID-19" [14].

Thus, the need to develop a multi-pronged strategy aimed at resolving
the problematic issues caused by the COVID-19 pandemic — both directly
inthe field of health care and in relation to public financial support
of economic activity — has become urgent. This strategy should combine short-,
medium- and long-term goals, taking into account the impact of exogenous
and endogenous factors on the economy and the interrelationships of the
components of the financial system, including the public finance system.
In particular, a number of financial and budget regulation measures are being
implemented in the EU in connection with the COVID-19 pandemic.

With the onset of the COVID-19 pandemic crisis, EU Member States
have stepped up their efforts to support the economy through coordinated
and targeted budget stimulus. Significant state resources are aimed at streng-
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thening the health care sector and civil protection mechanisms, supporting
the development of leading sectors of the economy. At present, the share
of discretionary budget measures of member states in GDP is about 3%.
In addition, EU Member States have committed themselves to maintaining
the liquidity of sectors of the economy by providing government guarantees
and deferred tax payments, which are currently estimated at 16% of EU
GDP. The need to implement a flexible budget policy to support the eco-
nomy and respond to the impact of the COVID-19 pandemic in a coordi-
nated manner is identified. General budget recommendations are provided
in the framework of the European Semester.

Much attention is paid to the following issues: the provision of state aid
to accelerate public support for businesses, while ensuring the necessary equal
conditions in the Single Market, support for research to combat the COVID-19
pandemic. Starting from 1 April 2020, the EU budget has provided financial
assistance to the most affected Member States in the amount of up to
€ 800 million to support liquidity and financing conditions for households, busi-
nesses and banks in order to provide uninterrupted lending to the economy.

Important tasks of the budget policy of the EU countries today include:
improvement of budget tools; increasing the effectiveness of mechanisms for
attracting tax revenues; improving the model of budget revenue generation,
which provides for the optimization of their structure, reducing the share
of capital taxes, increasing the effectiveness of risk management tools in this
area; optimization of the expenditure part of the budget; ensuring coordi-
nation of public administration bodies in the process of revenue generation
and budget expenditure planning; improving the system of information exchange
between public administration bodies and business entities in the process of
revenue forecasting; implementation of systematic monitoring of the uniform-
mity and proportionality of the tax burden by region and assessment of vectors
of changes in its level.

The ground of the use of budget instruments, the optimal structure of budget
revenues and expenditures contributes to ensuring the effective impact of
budget policy on macroeconomic stability. The choice of budget strategy
in the context of the COVID-19 pandemic should be based on the assessment
of development trends of national economies, which will contribute to their
sustainable development; budget policy should be mutually consistent with
the priorities of socio-economic development of countries and budget instru-
ments should be aimed at solving them; budget projections of budget reve-
nues should be used to anticipate the financial consequences of public finance
reforms or decisions of public administration bodies on the implementation
of budget policy; the development of budget policy in the context of the
COVID-19 pandemic should be based on taking into account the risks of loss
in the planned level of government revenue.

Considering the significant level of volatility in the economic situa-
tion, an important task is to adapt budget policy priorities to new global
challenges, strengthening the role of endogenous factors in the process
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of ensuring macroeconomic stability [15]. Despite the different trajectories
of budget policy, countries mostly use a unified range of budget tools. To
achieve the target values of primary balances, budget policy measures reflected
in budget strategies are developed. However, as foreign experience shows,
there are different conceptual approaches to optimal budget architectonics.

Conclusion. The results of the study show that in the financial and
economic crisis intensified by the COVID-19 pandemic, an important task
is to implement an adaptive budget policy to internal and external changes
in the economic environment, aimed at ensuring optimal budget architectto-
nics that will favor stabilization of socio-economic development. Disclosure
of institutional principles and features of budget policy implementation
in the context of the COVID-19 pandemic indicates the establishment of
guidelines for its direction to change the structure of revenue and expen-
diture parts of the budget. There is a forced reduction in the level of funding
for some budget items and redistribution of funds to others. An important
task, given the significant level of Ukraine’s export dependence, is to
strengthen the role and conduct of discretionary budget policy in the context
of the COVID-19 pandemic. Limited budgetary financial resources
determine the need to update changes in the vectors of budget policy and
budget management in terms of the possibility of implementing alternative
ways of forming and ensuring the appropriate level of budget revenues,
taking into account the peculiarities of public relations development.

At the same time, the model of ensuring the effective implementation
of budget policy in the context of the COVID-19 pandemic is weak, due
to the nature of the risks of loss in the planned level of income, particularly
in terms of taxes. These risks, the main of which are caused by the slow-
down in economic growth due to the intensification of financial and crisis
processes, pose a threat of violating the fiscal stability of the budget system.
The development of fiscal projections of budget revenues as a basis for con-
tinuous analysis and assessment of financial and budgetary security of the
country will contribute to the goal of budget regulation. At the same time,
fiscal design of budget revenues should be used to anticipate the financial
consequences of decisions of public administration bodies on the implemen-
tation of budget policy.
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Yyzynoe 1., Maxozon B. Brooscemna nonimuxa ¢ ymoeax nanoemii COVID-19.

Ilocmanoexa npoonemu. B ymosax nanoemii COVID-19 pesynomamusHicme 61004cem-
HOI' nONIMUKU € 8a20MOI0 NepedyMo8ol0 cmabinizayii coyianrbHO-eKOHOMIUHUX NpPOYecis.
Hpuiinamms piuienv npo 0oYinbHICMb 3ACMOCY8AHHA 8ION0BIOH020 0100HCEMHO20 THCMPY-
MEeHmapito NOBUHHO GUIHAYAMUCS, BUXOOAHU 3 OYIHKU 3MIHU PIGHS eKOHOMIUHO20 PO3GUMKY
Kpainu 6HACTIO0K NO2IUONEHHS KPUS0BUX NPOYECIE, 3YMOBIEHUX NAHOEMIEIO.

Mema cmammi — po3Kpummsi IHCMUMYYIUHUX 3acad ma 0OIPYHMYSAHHS HANPSIMIG
b10001cemuoi nonimuku 6 ymogax nandemii COVID-19.

Mamepianu ma memoou. Y 00cniodicenHi GUKOPUCIAHO CUCIEMHULL MEMOO: Npu po3-
Kpummi poni 6100xcemuoi nonimuxu ¢ ymogax nanoemii COVID-19. IlopisusneHuii memoo
3ACMOCOBAHO 3 MEMO0 Y3A2aAlbHEHH MA CUCeMamu3ayii IHCmumyyitiHo2o 3a0e3neyeHHs
dopmysanns ma peanizayii 6r00xcemnoi nonimuxu. PaxmopHull ma memoo HAYKOB020
abcmpazy8ants BUKOPUCIAHO NPU POZKPUMMI 6100HCemHOI apXimeKmoHiKu ma ooTpyHmy-
8aHHI HaNpaAMig 6100xcemuoi norimuxu 8 ymosax nanoemii COVID-19.

Pezynomamu docnioxcenna. Busnaueno ponv 6100«cemnoi nonimuxu y 3abe3neueHHi
Qinancoso-exonomiunoeo pezymogans Kpainu. Poskpumo incmumyyitini 3acadu ma o0rpyH-
mosano Hanpamu 6100xcemnoi noximuku 8 ymosax nanoemii COVID-19. 30iticneno nopie-
HAHHSL 00X00i6 ma euoamkis [epoicasnozo 0rwdxcemy Yrpainu na 2020 pix 32i0Ho i3 3ako-
Hom Yrpainu "llpo Oeporcasnuii 6r00xcem Yxpainu na 2020 pix" 6io 15.09.2019 No 294-1X
ma 3axonom Ykpainu "llpo enecennsi smin 0o 3axony Ypainu "llpo Jepoicasruii O6rodocem
Yxpainu na 2020 pix" 6io 13.04.2020 Ne 553-1X.

Bucnoeku. Ilpogedene 00CnioxHcenHss HAOAE MONCTUBICIb BUSHAYUMU, WO 8 YMOBAX
Qinancogo-ekoHOMIYHUX Kpu308ux npoyecis, nocunenux nawoemicio COVID-19, eazomum
3aB0aHHAM € peanizayis A0anmueHoi 6100HCeMHOL NOTTMUKU 00 6HYMPIUHIX T 3068HIUHIX 3MIH
EKOHOMIUHO20 Cepedosulyd, CRPAMOBAHOL HA 3a0e3NeYelHs ONMUMATLHOIL 0100JCcemHol apXi-
MEKMOHIKU, WO cnpusimume cmabinizayii coyianbHO-eKOHOMIYHO20 po3gumky. Poskpummsi
IHCmumyyiiHux 3acad ma ocoonugocmeti peanizayii 61002cemnol NOIMUKY 8 YMOBAX NaH-
demii COVID-19 ciouumsv npo ycmaHoseHHs: OPIEHMUPIE i1 CPIMY8AHHSL HA 3MIHY CIMPYK-
mypu 00XiOHOI ma 6uoamkogoi uacmun 0i00xcemy. 30lICHIOEMbCS BUMYUEHE CKOPOYECHHS
pisHs pinancysanHs 00HUX cmametll 61002icemy ma nepepos3nodil Kowmie Ha iHuii. Bazomum
3aB0AHHAM, BPAXOBYIOUU 3HAUHULL PIGEHb eKCNOPMO3aNelcHocmi YKpaiuu, € nocuients poii
ma nposedenns 6 ymosax nanoemii COVID-19 ouckpeyitinoi 6100xcemuol noaimuxu.

Kniouosi cnosa: Oromker, OWOJKETHa CHCTeMa, OIO/DKETHA IOJITHKA, JTOXOIU
OrO/KeTy, BUIATKH OIOJKETY, OFOKETHE PEryIIOBAHHS.
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GENESIS OF BUDGETING
AT THE MACRO-LEVEL

The intermediate results of the study about the essence and development of bud-
geting technology were shown. Budgeting technology changes at the macro level in the
public policy tasks implementation are systematized and concretized. It is proposed to unify
the use of the concept with the context of the use of "budgeting” in domestic publications
on financial issues
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Background. The development of financial resources allocation tech-
nology at the macro level requires further specification of the modern
budgeting evolution study to determine its proper spot among the financial
science concepts. In the research process of budgeting, the conclusion about
this technology as an integral objective property of financial relations was
obtained, although it received the modern name "budgeting" only a few
centuries ago. "Budgetary policy", "budgetary mechanism", "budgetary mana-
gement" and "budgetary architecture" terms connected with the essence
of "budgeting" in the discourses about public finance management.

Modern budgeting as a technology of combining management and
politics methods and tools with the financial relations and financial reso-
urces [1] uses development of management techniques to ensure additional
accuracy in achieving the public administration expected results. In other
words, organization of budgeting that meets the available resources and
goals, ensures the ideas of budget architectonics implementation through
a dynamic combination of budget mechanism and budget policy. Macro-
level budgeting provides an opportunity to focus the budgetary relations
system analisys either on the powers of the entities, or on the attraction and
allocation of resources ways, or on the policy implementation format by
involving the combination of political science and management sciences
generation into the public finance management.

Much attention is paid to the use of the concept of "budgeting" for the
microeconomic entities activities in domestic publications. At the same
time, in foreign publications, modern "budgeting" is used both for the finan-
cial relations of all levels and for the interdisciplinary aspect to emphasize
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the streamlining of resources to achieve a certain goal. It is necessary
to specify the significance of this concept for domestic science through the
essential meaning, systematization of historical development in public finance
and the current context.

Analysis of recent researches and publications. In modern domestic
publications, budgeting as a borrowed term (budgeting in English) is used
in two main contexts: to describe work directly with budgets (of any level);
to describe the technology of combining separated in time and characteris-
tics of the components of financial relations and management tools of econo-
mic entities. S. Polishchuk [2] defines budgeting as a separate technology of
financial planning and begins the historical countdown of budgeting as an acti-
vity of economic entities from the middle of the last century. N. Yuvzhenko [3]
(as well as other authors) supports this opinion and emphasizes the spread
of budgeting technology in the direction from the micro level to the macro level.

The facts of public budgeting development through the adoption
of specific laws since the 1960s were given by L. Vasiutynska and M. Slat-
vinska [4]. V. Demianyshyn and Z. Lobodina considered the budgetary me-
chanism [5], the aspects of budget policy implementation are studied in the
works of I. Chugunov and co-authors in different years [6]. S. Kondratiuk
through the genesis of the budget in Great Britain brought the formation
of modern budgeting meaning with the development of parliamentarism and
showed the evolution of "budgets" essence concept at the state level [7]. The mi-
gration of the concept of "budgeting" between the branches of science will
be demonstrated by the example of the article on mental budgeting in infla-
tionary expectations of the consumer for rationalization in human thinking
by S. Hirschman and others [8]. Now the concept of "budgeting" is applied
to many economic-related practical mechanisms for financial resources
consolidation and relations to achieve a certain goal.

The leading role of financial resources of cities in the formation of US bud-
geting (1910-1950) is emphasized in the articles of American researches [9].
P. Foreman emphasizes government budgeting until the 1940s in Australia
through the development of state order and the public sector of industry [10].

The statements in this article are supported by selected publications,
but it should point out a significant number of publications, textbooks for
universities and civil servants, collective volumes under the auspices of the
OECD and the World Bank on public budgeting and its evolution. They
were published more than 10 years ago, they are not mentioned to avoid
overloading the bibliography.

The aim of this article is a coverage of some results of a com-
prehensive study about budgeting as a technology for managing financial
resources, its development towards universalization; as well as a demon-
stration of the evolution of budgeting, which in different periods of time
exhibit the approbation of certain techniques to achieve goals and results.
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Materials and methods. The results of the article are based on the
study of foreign and domestic publications on budgeting, systems mana-
gement and cybernetic approach over the last two centuries, the author’s
empirical observation of budgeting practices in the world through official
sources of information. Theoretical generalization methods based on the
results of the analysis of the budgeting practices components have been used
in the article for obtaining the results.

Results. Human communities organized common resources through
financial and management technologies to adapt for their environment
in ancient India, China and Egypt. The concept "fisc", which meant the
place of the treasury of the head of state in the Roman Empire, was later
transformed into the name of the policy of redistribution of funds from
payers and sources for the interests and will of the authorities. It is neces-
sary to emphasize the important role in the history of the common centra-
lization of value by removing it from individuals in favor of the power
subjects subsequent redistribution (including religion) without equating finance
and money. The right to redistribute value through the parts of production
division between producers developed, and with the development of trade
unions and similar associations — between employees [11]. The need for re-
distribution and pooling of financial resources for further redirection in the
process of achieving the goal is objectively inherent in society, and its
subjective implementation determines the constant development of financial
relations forms and methods [12].

Although the name "budget" became fixed for the financial and legal
object of fiscal policy several centuries ago [7], prototypes of embodiments
of government search for revenues and their subsequent distribution in the
management process exist throughout government history, implemented in
fiscal policy (e.g, history of revenue sources is shown in the publication
0. Baik [13]). Along with taxes, the state included in the budget the public sec-
tor of the economy, its ownership of production and infrastructure using [10].
Raising funds from securities also took place to support certain government
projects. The term "budgeting" spread with the strengthening of the political
component in fiscal policy, when budgets became the subject of compro-
mise discussion.

The concept of budgeting was actively used at the beginning of the
last century. In the 1920s, the main task of budgeting was to streamline the for-
mation and implementation of budgets at all levels (followed by the forma-
tion of budget systems), accounting and accountability of participants in the
budget process, "budget awareness" of the public and democratic control [14].
At the same time, the concept of "architecture" of budgeting was mentioned
and two budget classifications were used, which fit the format of budgets by
lines to streamline analysis and management: prototypes of modern depart-
mental classification of budget expenditures (by budget entities) and econo-
mic appointment.
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The economic thought of the Russian Empire, and then of the Soviet
Union, to which Ukraine belonged, tended to limit the scope of financial
science to state budgeting. The concept "budgeting" itself was not used,
it was about "finance" as a service for the formation and use of resources
to authorities needs and government policy activities, starting with the works
of M. Speransky, and "state (not public) finance" as primary tool of regula-
tion and stimulation economy for the prospect.

It is interesting to draw parallels between English-language and Russian-
language discourses on budgeting. In English-speaking countries, including
the United States, budgeting was seen as a set of applied ways to centrally
organize a decentralized system of financial relations with authorized enti-
ties that performed functions at public expense. Russian-language science
considered "finance" as a theory of servicing a single centralized state finan-
cial economy, where financial relations needed to be streamlined through
the correct definition of income and expenditure components of a holistic
(as a single object) financial cost estimate — the budget. However, more than
a hundred years ago, scientists took a systematic approach to the organiza-
tion of public finances and budgeting.

In the first half of the last century, the development of budgeting con-
tinued as a technology with a set of methods and tools to combine financial
resources in government activities, their accounting, planning and reporting.
This technology was not used in the private sector at that time on the
example of Australia: "Private industry did not generally adopt budgeting
and standard cost techniques before the 1940s, partly due to the size
of industry units..." (small — auth.) [10, p. 50]. First of all, budgeting in the pri-
vate sector at the beginning of the last century did not develop due to the lack
of the williness to report about internal financial flows and due to the low
complexity of economic and financial operating of the privat enterprises.

Budgeting at that time was correlated with the managing public finan-
cial resources based on scientific approaches to management and accounting
of revenues and expenditures. The use of shares and debt securities also
took place at the state level and state-owned companies or with the direct
participation of government officials after speculative fever and the "Bubble
Law", which during its action gave rise to new ways to fulfill state budgets
and the government officials needs [15]. Programs and bonds were used in par-
ticular for the construction of road networks or railways (for example in India,
tsarist Russia in the nineteenth century).

Budget relations with the development of democracy and the govern-
ment institutions system (instead of personal power) have acquired a compa-
rable between the countries of the whole world’s "budget format" [16] and
features of public budgeting technology: consistency, accountability, stream-
lining the organization management of subjects [17] and legal nature. Although
these features are common to modern budgeting, their compositions involve
a combination the financial relationships with management techniques such
as plans, programs, performance and efficiency, accounting tools, and data
analysis techniques.

ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6 69




FINANCE AND BANKING

The systematization of knowledge about management and the combi-
nation of its scientifically described methods with systematic and analytical
approaches gained considerable popularity among scientific circles in the
middle of the last century. Tectology, cybernetics, the theory of behaviorism
are devoted to the organization and management of systems. Planning is one
of the universal tools for organizing the activities of entities, which is used
in management. Programs, goal setting, evaluation are tools of information
management provided through the accounting of universal management,
which can be applied both in combination with planning, and at budgeting.
The above is concretized through the development of budget formats in the
budget system, basic budgeting techniques and decision-making manage-
ment for budgeting by fund managers (spending units).

In Ukrainian budget science, four bases of the budget system have
been identified, which distinguish the types of budgets, their interrelations,
revenues and expenditures characteristics and components. At the same time,
foreign budgeting is often described in relation to the "policy" of the govern-
ment to which budgets are subordinated. The rapid development of mana-
gement sciences and the study of systemic interactions brought to the fore in
the 1950s the idea of systemic comprehensive planning through the bud-
geting [4]. At the same time, the relationship of financial, non-financial
resources, goals and objectives began to formalize in programs designed for
several years of use, and in the early 60’s proposed a format of public
finance "planning-programming-budgeting" (PPB is name from the USA) [18].
But the impact on budget systems through external (centralized) plans and
programs has not justified itself due to the difficulty of taking into account
the implementation of the needs, powers and behavior of performers
in complex systems. Therefore, on the example of the United States, the
system was reformatted until the 1970s. During this period, such budgeting
techniques (methods) as "zero-based" budgeting and "incremental" budge-
ting were singled out and tested. The incremental budgeting method deve-
loped further and have been allowed to allocate the project components in
in budgets which were revised on other conditions and could have various dura-
tion of performance in comparison with traditional operating parts of budgets.

During the 1970s, goals and policy makers became key elements
in public budgeting. Since the 1980s, along with administrative management
in the civil service, which provided for a clear vertical of orders and many
units of subordinate officials, developed competitive management between
departments and even individual positions. The word "administrative" has even
become synonymous with describing the public sector before this. Budget
holders have been empowered to freely allocate budget resources within
a certain approved framework (limits, "ceilings"), to set intermediate goals
for the best achievement of their public policy goals. Instead, "spending
units" have become more responsible, accountable and dependent on their
performance for further funding from the budget [22]. Such techniques
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as program budgeting, where the executors followed the programs of acti-
vity, and performance budgeting have been developed, where the result
of the activity within the program or budget unit became decisive for obtai-
ning further financing. These techniques, as well as any manifestation
of modern budgeting, in a complex system of implementation have many
nuances of application, but they are topics for future publications.

At the beginning of the 21st century, public budgeting, along with the
public sector as a whole, start has been influenced by a personalized app-
roach to performers not only as heads of departments. Attention is paid
to the civil servants personalization, the calculation of KPI for a particular
position. Informatization and practice of "good governance" involve such
a component of performance budgeting as assessment of civil servants not
only by the government system standarts indeed but also by consumers
of "public services", which built the comprehensive feedback and its impact
on the activities of individual employees inside and outside the budget unit
in the overall scheme tasks of a comprehensive, systemic government policy.
At the same time, such management tools as a plan, program, or accounting
tool — cost sheet — can be used in the future. But monitoring and evaluation
of the activity of performers for budget funds is necessary, so in European
countries it is about performance budgeting as the most modern and advan-
ced technology [20]. Performance budgeting involves different algorithms
for linking public funds and performance. Budgeting techniques generally differ
in the criteria of grounds for obtaining budget (or public) funds in managing
their distribution. At the same time, the concept of "budgeting" in the gene-
ral context still refers to the formation and implementation of "budgets".

The stage of budget systems format and government policies develop-
ment in combination with budgeting after complicating its implementation
with plans and programs is shown in the figure.

sPlanning-Programming =Responsible executors form

Budgeting in the United goals and programs due to
States sPrograms are primary to the the government/local
sCentralized planning of the content of the budget authority policies
USSR eor Fiscal capacity of #Budgeting according to the
budgeting determines the accountability

list of programs

Development of budgeting in the system of public management

Source: developed by the author.
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The evolution of budgeting methods has developed according to the
following objects of financial resources allocation: "budget bodies (institu-
tions) — allocation of funds (by functions) — plans and programs — goals and
performance indicators of their achievement — tasks of managers / recipients
of the budget funds — public services, diversified according to specific indi-
viduals needs". Various names for the combination of methods in the frame-
work of budgeting techniques commit an additional complication to the modern
interpretation of the technology itself, so this publication shows the essence
of budgeting through resource allocation.

Subjects of modern public budgeting in the public finance system are
engaged in revenue planning, streamlining and direction of expenditures,
monitoring and evaluation of the spending funds results for their activities.
Each specific design (or architectonics) of these combinations allows resear-
chers to identify and describe both concrete manifestations of budgeting
technology, and to identify methods in the technology, some of which are
described in previous ukrainian publications [21]. Complications of economic
tasks and acceleration of the exchange of information on budgets took place
along with the systematization and fixation in science of management tech-
niques in the budgeting system. The objects of management were public
budgets as plans and regulations, public finances with the inclusion of the
budget system, the subjects-institution’s powers impact on the organization
system. The latter includes building in Ukraine a relationship between the
Ministry as the main administrator of funds (key spending unit) and sub-
ordinate executors of budget programs to obtain the best "impact" on the results
of budgeting in Ukraine.

Additionally, a superstructure for the management of public financial
resources in the form of budgeting for personalized needs is being deve-
loped: gender, participatory, environmentally responsible, etc. These built-in
basic budgeting tools for identifying needs under the sustainable develop-
ment goals provide additional opportunities to achieve results in primary
(traditional) budgeting.

A whole stratum of domestic economics considers "budgeting" as
a technology that appeared at the level of economic entities only in the 1960s. It
can be assumed that this is due to insufficient familiarity with foreign lan-
guage professional literature (for example, as an analytical paper [22]), after
all, in the last century, only some textbooks on systems management and
public finance were translated. Well-known Western systemologists were
interested in the influence of the subjects of the system on its management,
self-organization of the systems, including economic activity in particular.
R. Akoff published his book in 1970 [23] and it was translated in the USSR,
it did not mention budgeting, it was devoted to planning in the economic
system by combining a management approach and economic (including
financial) methods. His book which was published in 1981 [24] dealt with
planning in corporations with the consideration of their employees interest
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(R. Akoff is a recognized behaviorist, in addition to studying applied app-
roaches to systems), and mentioned program budgeting as a tool for quan-
titative analysis.

The term "budgeting" in connection with the organization of corporate
finance on the basis of criteria for distribution between units of the system
and "active" control (translated as controlling) could be used by I. Blank,
whose work became the basis for domestic scientific development of corpo-
rate financial management. Domestic publications were interpreted the work
of system-managers in the middle of the last century on the use of planning
and behaviorism in economic systems as a basis for the concept of "bud-
geting". The origins of this interest in the combination of plans and pro-
grams since the 1960s, and its connection with the budget sphere, are shown
in the previous article.

Conclusion. With the development of the essence of budgeting, this
term has acquired a very wide range of applications, so it makes no sense to
limit the use of this name to a particular area of financial science. However,
the use of the concept of budgeting in the study of public finance provides
significant advantages due to the experience of its technologies, techniques,
applied methods and tools, which detaization is rarely used in domestic pub-
lications on public financial relations, in particular adaptation the budget
architecture in the useful working techniques and budgeting methods.
Management developments in the use of budgeting in the world allow
to detail "budget politics" from a whole object and combine it with specific
government decisions in terms of specific responcible subjects policies due
to the emergence of this term in its modern form.

Modern budgeting has developed in the context of using first external
influence on budget units in the form of plans and programs, then creating
competitive conditions for budget units to perform their tasks, and today the
responsibility of both employees of budget units and the citizens has
become direct involvement in the budgeting process with the permanent
purpose of efficiency financial resources management performing. The con-
cepts detailing and concretization in financial management is a necessary
prerequisite for the formation its results predictability through the avoidance
of the content substitution and the absence of "blind spots" among the
selected technology.

The direction of further research and additions on the subject of this
publication is to systematize the essence of effective techniques and bud-
geting tools through its empirical use, analysis of the such tools as "pro-
gram", "goals" and "indicators" apply in budgeting without static fixation
in the content of technology as enhancement of the flexible management
tools combinations using by the subjects of financial relations is the purpose
of modern budgeting.
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Kuoep T. I'enesuc 610031cemyeanHns Ha MaKpopigHi.

Ilepeomosa. Busnaueno, wo mexnonozis Ol00x#cemyeants € Hegio '€EMHOI0 00 eKmues-
HOIO 61ACMUGIiCmI0 QIHAHCOBUX BIOHOCUH. BloOjicemysants Ha MAKPOPIBHI HAOAE MONCTIU-
gicmb OKyCy8aHHs aHanizy cucmemu 000NCEMHUX BIOHOCUH A0 HA NOBHOBAICCHHAX
cyb’ekmis, abo Ha MOYKAX MAJCIHHA ma anoxayii pecypcis, abo y gopmami cucmemu
IMnIeMenmayii NOATMUKU.

Memoro nyonixkayii € egonoyiss 0100xCemy8ants, AKA y pi3Hi nepioou noKazyeaid
anpobayito oKpemux mexHix 00CacHeHHs yinell i pe3y1bmamis.

Mamepianu ma memoou. 10 uac 00cnioxHceHHs BUKOPUCMAHO Memoou meope-
MUYHO20 Y3A2aNbHEeHHSA 3a Pe3YIbMAamamMu aHaiizy CKIAOHUKIE NPAKMUK 01004Cemy8anHs.

Pesynomamu 0ocnioxcenna. [lonammsa 6100xcemy8anHs aKmMusHo 8UKOPUCIOBY6a-
JI0CsL 8Jice HA NOYamKy Munyio2o cmonimms. Y 1920-x pokax ocHOGHUM 3a60aHHAM OHOOJICe-
MYBAHHS BBANCANOCS BNOPSOKYBAHHS (DOPMYBAHHS MA SUKOHAHMS OI00dCEmis yCix pisHis.
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3 1950-x poxis cnocmepieascst po3gumox opmamie 6100dcemie y 6r100x0cemHitl cucmemi,
OCHOBHUX BIOOKDeMIIeHUX MEXHIK 0I00XHCemyBanHs ma YNpaeiiHHA NPULHAMMAM DilleHb
w000 0100dCcemy8anHs po3nopaoHuKamu kowmis. Eeonoyis memooie 6r100xcemy8aHHs
pOo38UBANACA 30 MAKUMU 00 'ekmamu anoxayii ginancosux pecypcig: "6r00xcemui 0OuHuyi
(Ycmanosu) — npusHavenuss Kowmie ((ynxyii) — naanu i npoepamu — yini i pe3yromamueni
HOKA3HUKU IX OOCSCHEeHHS — 30680aHHS PO3NOPSOHUKIE/00epiicysayie Koulmie — nyouiuHa
nocyea, oueepcughixosana 3a nompebamu KoHKpemHozo inousioa”. Piznomanimui nazeu ons
NOEOHANHS MEMOOI8 Y PAMKAX MEXHIK 61002iCemy8ants 000AmKO80 YCKIAOHIOIOMb CYYACHe
MPAaKmMy8aHHsi camoi mexnonozii, momy y yiti nyonikayii nokasamo cymticme 01002cemy-
BAHHA Yepes aloKayiro pecypcis.

Bucnosku. 3 pozeumxom cymuocmi 6100cemysanHs yel mepmin Habys 0yoice wupo-
K020 OIanazony 3acmoCy6anHsl, OMdice, HeMAc CEHCY 00MelCy8amu U020 GUKOPUCMAHHS
oKkpemoro cgheporo hinancosoi Hayku. Pazom 3 mum, GUKOPUCTHAHHA NOHAMM OHO0NCemy-
6aHHA NpU GUEUeHHI NyOniuHux QiHaHCI@ HaOAe 3HAYHI nepesacu yepe3 HANPAYbOBAHUL
00C6i0 11020 MEeXHONO2Il, MeXHIK, Memooig ma IHCMpyMeHmia, 0emanizayis AKUX Maio 6UKO-
PUCTOBYEMBCS Y GIMYUUSHAHUX NYONIKAYIAX w000 NYyOIYHUX (DIHAHCOBUX GIOHOCUH, 30KpEMA
aoanmayii 61002cemHoi apXimeKmoHiKu y NpuKIaoHi mexHiku i Memoou 6100x4cemy8aHHs.

Kniouogi crnoea: nybniuHe OIKETYBaHHS, PO3MOPSIHUK KOIITIB, PE3yIbTaTHBHE
OroJKETYBaHHS, METO/IM OIO/KETYBaHHS, yOIiuHi (hiHaHCH, OIO/PKETHUI MEHEIKMEHT.
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SPECIALIZED DEVELOPMENT BANKS:
ECONOMIC VIABILITY FOR UKRAINE

The economic usefulness of specialized development banks in the context of economic
heterogeneity has been substantiated. The principle of refinancing at a differentiated rate for
development banks has been pioneered in the article. Based on that interest rate policy
implementation will take into account the specific needs of the economy.

For the first time, the principle of refinancing at a differentiated rate for deve-
lopment banks was formed, which will make it possible to implement an interest rate policy,
taking into account the specific needs of the economy.

Keywords: specialized development banks, refinancing rate, uneven economic
growth.

Background. In March 2020, the National Bank of Ukraine (NBU)
introduced long-term refinancing of banks for up to 5 years. Previously, the
NBU operated by standard short-term refinancing tools and now it got the
opportunity to stimulate economic growth. Such a mechanism should sup-
port bank lending in hryvnia. A floating interest rate is set for such loans.
It’s determined as the NBU refinance rate plus constant premium (in per-
centage points) in effect on the date of the loan approval.

Nevertheless, universal banking system means universal conditions
of the banking market. The NBU has almost no mechanisms for targeted
support of the economy. Moreover, support mechanisms for large govern-
ment projects are weak.

The NBU has limited capacity to make counter-cyclical effects on the
economy during crisis periods. Ukrainian cyclical downturns are always
accompanied by accelerating inflation. Therefore, central bank, being con-
strained by inflation targeting, tightens monetary policy by raising refinan-
cing rates and absorbing excess hryvnia liquidity. Thus, quite often the mone-
tary policy of the NBU is pro-cyclical. So, there should be additional tools
for targeted intervention in the economy, including targeted credit support.

Today, banks build their interest rate policy within the framework set
by unified refinance rate and the profitability (or creditworthiness) of
a particular sector. Banks have single interest rate floor for all sectors of the
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economy. Some sectors are willing to take over higher debt servicing than
those determined by refinance rate. At the same time, some other sectors
cannot alow credit at a price determined on the basis of the universal refi-
nance rate. However, the borrowers can potentially be highly profitable sectors
of the economy (companies in such sectors), moving up credit cost for the entire
corporate sector and households. This leads to a number of consequences:

deepening inequality in the economy. Low-profit sectors receive infla-
ted credit rates and cannot efficiently operate with borrowed funds;

increasing risks and their asymmetric distribution. Some sectors of the
economy get loans at the optimal (or understated) interest rates in terms
of their profitability. Other ones borrow at an overstated rate. As a result, the
function of risk distribution has low kurtosis, i.e. there is significant part of ge-
neral banking system portfolio with very low risk, and large part of general
banking system portfolio with very high risk;

uneven access to credit — under-lending to sectors with lower pro-
fitability. Under the monetary policy with a universal refinancing mecha-
nism, the refinance rate is set with regards to average needs of the economy.
In addition, the tightness of the NBU’s monetary policy within the frame-
work of inflation targeting may undermine the efficiency of the credit channel.

Analysis of recent research and publication. At present, foreign
economists are rethinking the role of development banks (DBs) and impro-
ving their work. Maria Jos¢ Romero [1] proposes DB reforms that would
improve their effectiveness and make them more accountable. Gutierrez Eva
et al. [2] highlighted the lessons learned after the global financial crisis and
presented some of the best DB’s practical examples — they should become
the basis for politicians. Douglass Sims [3] discussed the role of DB in finan-
cing green energy projects in Latin America and the Caribbean. Instead, very
little work is devoted to the potential launching of state-owned development
banks in Ukraine. The study made by Y. Kindzersky [4] and collective mono-
graph of V. Vyshnevsky, L. Zbarazska, M. Zanizdra, and V. Chekina [5] are
the most valuable. The latter proposes the creation of a universal development
bank. Thus, there is a need for comprehensive study of DBs feasibility in Ukraine.

The aim of this study is to argue the need for specialized development
banks in Ukraine. In addition, the principles of refinancing for DBs must be
proposed.

Materials and methods. This research is based on the knowledge and
experience previously published by economists and international organi-
zations as a whole. Comparative analysis, system and chronological approa-
ches were used to conduct the study about DBs.

Results. It is proposed to create DBs in Ukraine on the basis of cur-
rent state banks to increase the effectiveness of monetary policy in stimu-
lating investment demand and to form an effective redistribution mechanism
in the economy.
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The Development Bank, as defined by the World Bank, is a bank or fi-
nancial institution with at least 30% state ownership and legitimate mandate
to achieve socio-economic goals in a particular region, sector or specific mar-
ket segment. Historically, DBs have been important tools used by govern-
ments to promote economic development. Such banks were created in many
countries of the world, regardless of the stage of their development: in the
former socialist economies, capitalist developed economies and developing
economies. They financed the construction of roads, energy facilities, dams and
telecommunications. DBs promoted certain industries, supported small and
medium-sized enterprises (SMEs), and provided financial services to low-
income households.

In developing economies, DB is usually the main source of long-term
lending, loan guarantees and other financial services for infrastructure, hou-
sing and agriculture. However, DBs continue to play an important role even
in developed economies, where private financial institutions and capital
markets successfully meet the financial needs of businesses and individuals.
DBs operate successfully in Germany, Japan, Canada, etc.

A significant number of DBs were built due to the post-war (post-
World War II) needs of economic recovery. However, despite the active
promotion of privatization of state property in the world, countries conti-
nued to establish DBs. According to the World Bank survey, 25% of DBs
were established after 2000. These are Bulgarian Development Bank, Thai-
land SME Development Bank, Export Credit Guarantee Agency of Oman,
Small Industries Development Bank of India, Development Bank of Nigeria
and others. Development banks were also established in Serbia, Bosnia and
Herzegovina, Angola and the Republic of Mozambique. A number of count-
ries have established so-called "Green Banks" which finance projects in the
field of green energy.

To finance economic projects, there are various options for attracting
resources for DBs: deposits from the population; borrowing from other
financial institutions; domestic or international capital markets; own funds;
state budget allocations. Most DBs combine all of these funding options.

In 2012 and 2017, the World Bank conducted a survey among DBs.
The results formed the understanding of the principles and rules by which
such financial institutions operate [7].

In particular, table I presents answers to questions about the sources
of DB funding (according to the results of the survey in 2017).

The results of the survey show that most banks receive loans from
other financial institutions (including abroad), place debt securities on finan-
cial markets, and the debts of many DBs are guaranteed by the governments
of such bank’s origin countries. Many banks accept government deposits
and a small proportion of banks accept deposits from individuals. Almost
30% of banks receive financing (transfers) from the budget.
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Table 1
A survey of countries about the sources of their DBs funding
Distribution
Questions that characterize the DBs of answers, %
Yes No
Does your DB accept deposits from the public? 21 67
Does your DB accept deposits from government organizations? 46 54
Can your DB receive loans from other financial institutions
.. . 84 16
or place debt securities on financial markets?
Is your DB a participant in the local interbank market? 56 44
Can your DB issue debt securities in the local market? 75 25
Can your DB borrow on international capital markets? 85 15
Does your DB receive direct budget transfers from the government? 29 71
Is the government a guarantor of your DB’s debts? * 64 36

* This question and corresponding distribution of answers are given from the report for
2012.

Source: [6;7].

DBs are created with a wide range of mandates (tasks). DBs can be
divided into two groups according to the mandate given to them: institutions
with a narrow and specific mandate, which extends to a certain sector, acti-
vity type or client type supported by DBs; institutions with broad powers —
without ties to sector or activity type.

About 53% of DBs in the world have a specific mandate, while the
other 47% have general tasks (fable 2). Among banks with a clear mandate,
the majority support SMEs, infrastructure projects and the agricultural
sector. Compared to the survey conducted 5-6 years earlier, it was found
that the share of banks with mandates to finance SMEs, infrastructure
projects and local government projects has increased significantly.

Table 2
Comparison of surveys (2012 vs 2017) on development banks mandates
Distribution of answers, %
Mandate 2012 2017

Agricultural sector 13 10
SMEs 12 15
International trade 9 8
Housing 6 2
Infrastructure projects 4 13
Local government projects 3 5
Industrial and other projects 6 *
Extensive mandate 47 47

* In the study for 2017, "industrial and other projects" were not separated out in a separate
group.
Source: [6;7].

For the last 30 years in Ukraine and the last 40 years in the world
there has been an active privatization of state financial institutions. How-

ever, a significant number of such institutions have retained state ownership
(figure 1) and continue to play an important role in the financial system.
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According to some estimates, public financial institutions average about
25% of total assets in the global banking systems. For example, in the Euro-
pean Union, public financial institutions account for 30% of the total finan-
cial system. In developing economies (particularly the BRIC countries), the
share of public financial institutions is even higher. Such institutions include
commercial banks, development banks, postal banks, insurance companies,
deposit guarantee funds, leasing companies and others.

DPublic ownership SPublic ownership 50-99%

O Public ownership <50% @100% private
Figure 1. Development banks in the world by type of ownership
Source: [7].

During the global financial crisis of 2008—2010 and during the eco-
nomic crisis in 2020, most DBs played a countercyclical role. They lended
to private companies that temporarily did not have access to loans from pri-
vate commercial banks or capital markets. This increases the interest of poli-
ticians in DBs during periods of economic downturns.

The 2020 Global Recession forced economists to reconsider their
attitude to state property. First, a number of countries have faced large-scale
humanitarian and economic challenges that have forced governments to
impose a state of emergency with the power to intervene administratively in
previously restricted areas of the economy. Second, world experience has
shown the inability of deeply liberalized economies to meet serious challen-
ges. It became disputable the neoclassical and monetarist’s view that eco-
nomy is capable for self-regulation. However, Third, in the process of libe-
ralization, governments have long deprived themselves of significant
powers, but have not absolved themselves of responsibility for socio-econo-
mic performance. This conflict has become an additional issue that forces
economists and politicians to think about the role of the state, its rights to
regulate certain areas of socio-economic relations.
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Thus, the need for DBs not only persisted, but even increased. Since
the early 2000s, the concentration of bank capital, as well as the combina-
tion of such capital with multi-industry groups has transformed commercial
banks into multifunctional credit and financial complexes, combining depo-
sit, credit, investment, consulting and other banking operations [8, p. 95]. At
the same time, banks have moved away from their key role — long-term
lending to the economy.

At the same time, some experts see the future of the European banking
sector in the development of specialized institutions. In the long run they
will be able to displace the current universal banks [9]. In support of this state-
ment, it is argued that the benefits of universal banks are significantly exagge-
rated, and the threats posed by their development are underestimated [10].
To create an effective banking space, it is extremely important to choose the
right priorities for the development of banks, taking into account the po-
tential advantages and disadvantages of the dominance of specialized or uni-
versal banking.

Regarding the efficiency of universal banking [11], it is also limited
by high requirements for the employees’ skills if the bank operates simulta-
neously in different areas. Banking diversification requires professional
management and deep market knowledge. The entry of banks into funda-
mentally new activities increases risks. The bright example of inefficient
entry to the unknown sectors is the introduction of banks’ services in the
real estate market in the US, Japan and France in the late 1990s. Due to the
lack of experience it exacerbated the crisis in these countries.

Monetary policy is inefficient in managing the overall credit indica-
tors. Also there is weak impact on individual sectors of the economy [12]. In
addition, there are empirically confirmed shortcomings of the universal ban-
king system. So, there are reasons for rethinking of the classical understan-
ding of the bank’s role.

Banking system rebuilding should lead to the following results:

 an effective monetary policy transmission mechanism, in particular,
effective interest and credit channels;

* the monetary transmission mechanism influences the cost of lending
and the amount of lending for some individual sectors of the economy
or some individual groups of sectors of the economy;

* increased efficiency of the transmission mechanism with lower losses
("sacrifice ratio") for economic growth;

* a fairer wealth redistribution between the financial and non-financial
sectors of the economy.

Through empirical analysis and econometric studies, the potential of the
NBU’s monetary policy in terms of achieving these results was studied [12].
Current monetary policy framework and banking system model cannot fully
achieve such results. Therefore, specialized DBs and new refinancing mecha-
nism with discounts for DBs are proposed.
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The specialization of DBs (giving them a mandate to finance specific
sectors) and the simultaneous introduction of a refinancing mechanism with
discounts are measures that mutually require each other. Simultaneous imple-
mentation of such measures is necessary for:

targeted support to certain sectors of the economy: the central bank
together with the government will be able to increase funding for priority
sectors at discounted (relative to market average) rates;

preferential financing (in the long run) of large economic projects. Since
with differentiated refinancing rates can be adjusted to the profitability of
the sector, preferential financing of economic projects in the sector will require
a much smaller rate adjustment compared to the rate on general (non-prefe-
rential) terms. For example, if the economy has a universal refinancing rate,
the cost of loans (on basic terms) may be overstated for certain sectors
of the economy, as it will not take into account their low profitability. In this
case, in order to provide effectively preferential financing for economic pro-
jects in the relevant sector, the government will have to initiate significant
compensation of interest payments - relatively higher than in the case of
a differentiated refinancing rate, which will provide special rates for sectors;

simplification and, at the same time, improvement of the control over
the banking system. Relying on specialized DBs, the government can effec-
tively finance and monitor large economic projects. The specialization of DBs
will allow to have categorical controllers in the supervisory units of the
central bank, who will be deeply aware of a particular sector, and therefore
will be able effectively monitor the movement of financial assets and the
appropriateness of individual operations;

reduction of potential for spreading risks in the economy. DB’s spe-
cialization will localize risks within individual banking segments and will
provide the central bank with the opportunity for selective measures to maintain
liquidity, improve banking assets, etc.;

concentration of innovations of the financial sector in the areas of len-
ding. DB’s specialization will strengthen the banking system’s focus on len-
ding. First, a special approach to refinancing such banks will increase the fea-
sibility of bank lending, i.e. strengthen the channel "refinancing — lending".
Second, the specialization of DBs will reduce banks’ profits from financial (non-
credit) operations. As a result, banks will increase innovation around lending;

redistribution of the role of banks from the role of financial inter-
mediaries to the role of partners in the real sector of the economy. DB’s
specialization will attract these banks specialists who have experience
in implementing economic projects in a particular sector, and therefore are
able to assess quickly credit requests; deepen bank’s participation in a sepa-
rate projects; effectively supervise existing projects.

Task "A" — determining the optimal specialization of DBs. It is pro-
posed to be guided by the following [11, p. 8] when create specialization:
"depending on the range of operations there are: universal banks that
perform a wide range of operations and provide various services to their
customers; banks with customer specialization (servicing a certain category
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of customers); banks with industry specialization (servicing mainly legal
entities and individuals within a certain industry); banks with functional
specialization (providing a small range of services for most of its clients).

It is proposed to establish specialized DBs according to the structure
in figure 2.

“Household s Bank”

Provides services exclusively to households: lending, deposits, transactions.

SME

Provides lending exclusively to SMEs and serves SMEs.

“SME Bank”™

T | :
B Construction Bank”

Provides services exclusively for construction purposes (residential. non-residential and Civil
engineering's), as well as serves construction companies.

% (o
m “AgrolndBank”

Provides services exclusively for industrial enterprises and agricultural enterprises: opening
accounts, lending (except for construction and innovation projects) and other services.

G

Provides loans exclusively for innovation purposes and serves innovation enterprises: opening
accounts, lending (except for construction projects) and other services.

“Tnnovation Bank”

Figure 2. Specialized development banks

Source: author’s development.

Task "B" — defining the principle of DB financing. As an innovative
DB financing tool, a differentiated refinancing rate has been proposed, which
should be based on the principle of discounted rates for specialized DBs.
That is, the refinance rate works for the entire banking system, while the
rates for specialized DBs are formed as the refinance rate minus the regu-
lated discount in percentage points (figure 3).

The mechanism of discounted rates for specialized DBs will provide
an opportunity to regulate effectively the activity of individual sector. It will
give the impetus to individual sectors and manage the welfare redistribution
between sectors.
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Example 1: Example 2:
Suppressed household’s Expanded household’s
consumption consumption

Other banks (Universal) Specialized DBs Specialized DBs
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[} o - o/
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1

1
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“Household’s Bank”

X% - 8 B.N. X% - 8 B.N.
R S Q[ |5 | Q[ k|

Figure 3. Mechanism of preferential refinancing of specialized DBs
Source: author’s development.

Table 3 shows the features of the refinance rate [13]. Such charac-
teristics are mandatory prerequisites for the rate effectiveness. The mecha-
nism of discounted rates for specialized DBs will keep all these characte-
ristics. In the meantime, it will give much more representativeness for
refinance rate.

Table 3
Features the refinance rate should have
Feature Characteristic Effect
. Proper bid management to prevent Integration and functionality
Reliability . .
manipulation and errors of markets
Transparent rules for rate management,

Availability and usefulness during

Stability including transparent rules for reducing the market stress

it during a cyclical economic slowdown

Evaluation of new contracts;
conversion of debt positions

in current prices (mark-to-market)
Accessibility Publication on special sites Contract verification

Rates are based on the needs

of a representative sample of the market

Rates calculated on a daily basis

Frequency to support the functioning of the market

Representativeness Correct basis for pricing

Source: [13].

The specialization of DB and the differentiated refinance rate for such
banks will provide an opportunity to form interest rate policy taking into
account the specific needs of the economy. From the moment the system
of "specialized development banks — differentiated rate" is built, the interest
rate policy will become a joint prerogative of the central bank with the
government. It will be able to solve a much wider range of issues. In par-
ticular, the problem of uneven economic growth will be partially solved
with the help of interest rate policy.

A differentiated refinance rate for DBs can significantly increase the
effectiveness of inflation targeting. Today, by raising the refinance rate, the
central bank has an equal effect on all sectors of the economy. Under
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differentiated refinance rate, the cost of lending provided by the deve-
lopment bank to the household sector can be increased or decreased. Thus,
it is possible to regulate inflationary pressures on the demand side without
losing the economic growth pace.

Restrictions of the banking system in order to avoid arbitrage are:

* operations of specialized DBs outside the banking system should be li-
mited to the relevant sector of specialization, i.e. any operations should be con-
ducted purely with counterparties of the relevant sector of specialization.
Within the banking system: in the case of short-term interbank borrowing
itis allowed for banks to interact with higher group of banks in terms of refi-
nance rate level; in the case of short-term interbank lending it is allowed for
banks to interact with lower group of banks in terms of refinance rate level,

» credit operations of other banks (in the context of their distribution)
should be unlimited — lending can be provided for any period to all counter-
parties both within the banking system and outside it. Passive operations
of universal banks should be limited to counterparties of a group of other
banks (all except DB), as well as participants in the economy with the
balance sheet free of funds raised in development banks.

Imperfect legal environment is the biggest problem for specialized deve-
lopment banks creation and introduction of a refinancing mechanism with
discounts for such banks. Contrary to the economic feasibility of such banks
and mechanism, there are possible side effects that may occur in the case of
unearmarked activities of relevant banks and imperfections of regulatory and
law enforcement agencies (inability to ensure transparent operation of deve-
lopment banks and new refinancing principles). However, the development
banks performance in many emerging economies may indicate that the posi-
tive achievments more than offsets the potential losses from their creation.

Some recent changes should contribute to the legal environment forma-
tion for specialized development banks in Ukraine. Firstly, the judicial sys-
tem of Ukraine is on the way of improvement (ongoing judicial reform [14],
which started after the Law of Ukraine "On the Judiciary and the Status of
Judges" adopted in June 2016). Secondly, supervisory activities of the National
Bank of Ukraine are becoming stronger (supervisory mechanisms revised).
In addition, from July 1, 2020 the NBU took over the functions of the regu-
lator of the market of non-banking financial services [15]. The financial market
of Ukraine is also developing, and the strategy of the Ukrainian financial
sector development for the period until 2025 has been adopted [16].

Conclusion. Despite the heterogeneity of monetary policy impact on the
economy, there is limited impact on the welfare redistribution. Based on the
global experience, it is proposed to create specialized development banks. In
addition to the generally accepted instruments of DB financing itis pro-
posed to introduce a refinancing mechanism with discounts for DBs of each
specialization. These measures will ensure targeted support of certain
economic sectors, preferential financing of large economic projects, reduc-
tion of the potential economic risks spread, redistribution of the role of banks —
from the role of financial intermediaries to the role of real economy participants.
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Specialized banks and refinancing mechanism with discounts should
add to monetary policy effectiveness in stimulating the economy and wealth
redistribution. There is something to sacrifice for expected positive results.
These are the risks associated with complication of prudential regulation.
Thus, next scientific thought should develop primarily in the regulatory field.
A new optimal legal framework for the arbitrage-free operation of the banking
system should be developed after the proposed reforms. The risks of addi-
tional regulatory rules should be reduced by strengthening the banking super-
vision efficiency and judicial system further development. The supervisory
function of the National Bank of Ukraine will be effective only after the
courts have an effective law enforcement function. The feasibility of specia-
lized development banks and the refinancing mechanism with discounts will
grow as the legal culture in Ukraine approaches high-quality standards.
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eiican 1. Cneuianizosani 6anku po3eumky: eKOHOMIMHA 0OULTbHICIb 01151 YKpainu.

ITocmanoexka npoonemu. Ha cvo2co0ni komepyiiini banxu 6yoyroms c60io 6i0com-
KO8Y NOJIMUKY 6 DPAMKAX, SKI GUHAYAIOMbCA VHIQDIKOBAHOI CMABKOI PepiHaHCy8aHHs,
3 00H020 OOKY, MA NOKAZHUKAMU DPEHMAOeNbHOCMI ma KpeoumoCnpoMONCHOCMI Ne8HO20
cekmopa (cyb’ekma 20cnooapiosants) — 3 iHUL020. 3a MaKux ymose 6i0CYmHi MONCIUBOCHE
07151 KOHMPOALOBAHO20 MOHEMAPHO20 GNIUBY HA Ne6HI cekmopu exonomiku. Llinoymeopio-
6AYAMU HA PUHKY KPEOUMHUX Pecypcié NOMEHYIUHO MOICYMb OVmMu GUCOKOPEHMAabenbHi
CeKmopu eKOHOMIKU, 3a8UYIOHU 8APMICTNb KPeOUMHUX PecypcCis O YCb020 KOPRopamue-
HO20 cekmopa ma Odomozocnooapcms. Lle € niorpynmam 0as noeaubneHHs OucOanaucy
006pobymy 6 eKoHOMIYi.

Memoro cmammi € 06IpyHmMYy8anHs HeOOXIOHOCMI CIMEOPEHHs CReylani308anux Oam-
Ki6 po3eumxy 6 Ykpaini, hopmyeanns npunyunie oupepenyitiosano2o pepinancysants ma
be3apbimpadichoi  JisbHOCMI  OAHKIBCLKO20 PUHKY NICAST CMEOPEHHs CHeyianizo8aHux
OaHKI8 PO36UMKY.

Mamepianu ma memoou. Ingopmayitinum b6asucom cmammi € HAYKOBL NPAYL eKOHO-
MiCmig-meopemuKie, a Mmakodic CMamucCmuyHUull aHaiiz Mamepiaiié aHaIimuYHux 36imie,
ni020MOGIEHUX MINCHAPOOHUMU Opeanizayismu. [ ananizy OisiibHocmi 6AHKIE PO3GUMKY
y C8Imi BUKOPUCIMAHO KOMAAPAMUBHUL AHAE3, CUCTEMHU | XPOHOAO2IYHUL NIOX0OU.

Pesynomamu oocnioxncenna. Cneyianizoeani 6anku po3eumky 30amui niOGUUMU
ehekmuenicmos MOHemMAapHol NOAIMUKU VY CIMUMYTIO8AHHI CYKYNHO20 HONUMY, 30Kpemd,
ineecmuyiu. Bonu cnpusmumyms egexmusHomy nepepo3nooiiy pecypcié ceped ceKmopie
exonomixu. Pexomenoosano cmeopumu 6anku po3eumky Ha 06asi 0itlouux o0epircasnux oam-
xie. Hosocmeopeni banku po3eumxy ompumaroms 8y3bKuill Manoam i Oismumyms 5K chne-
yianizoeani oanku. SAK IHHOGAUIUHUL THCMPYMenm (DiHAHCY8AHHS 3aNPONOHO8AHO Oughe-
penyitiosany cmaesxy peinancy8anus, KA MA€ TPYHMYBAMUCI HA NPUHYUNT OUCKOHMO-
B6AHUX CMABOK O/ cneyianizosanux banxie pozeumky. OOHouacHe NPOBAONCEHH MAKUX
3ax00i6 HeoOXiOHe ONs: CIPAMOBAHOI NIOMPUMKU OKDEMUX CEKMOPIE eKOHOMIKU, Niib2o-
6020 ¢hinancysanns (y 00620CmpoKoOsill NepcneKmuel) eKoOHOMIYHUX NPOEKMIB, 3HUICCHHS
NOMEHYIANy PO3N0ECIOONCCHHS PUSUKIE 8 eKOHOMYI, KOHYeHmpayil iHHoeayill Qinancoo2o
CeKmopa Ha HANPIMKAX KpeOUmyGaHHsl, NepecnpsiMy6anHs poii OauKie 6i0 poni ¢hiHaH-
COBUX NOCEPEOHUKIB 00 POJIL CRIBYHACHUKIE PealbHOl chepu eKOHOMIKU.

Bucnoeku. Cneyianizosani 6anku po3sumky ma ougepenyitiosana cmaeka peginancy-
BamHsL ONIs1 maxux OamKie oaroms 3mo2y (opmyseamu NOAIMUKY NPOUCHMHUX CMABOK 3 Ypa-
Xyeanuam cneyugivnux nompe6d exonomixu. IIpoyenmua nonimuka cmaue CnilbHO0 npe-
PO2amuBor YeHmpaibHo20 OAHKY 3 YPAOOM, OCKIIbKU 80OHA 3MOJCE SUPIUUMU 3HAYHO
wupwiuil cnekmp numans (30Kpema, npooaemy HepieHOMIPHO20 eKOHOMIUHO20 3POCAHHSA).

Knwouoei crnoea: crneuiani3oBaHi OaHKM PO3BHUTKY, CTaBKa pediHaHCYBaHHsI, HEPIB-
HOMipHE 3pOCTaHHS €KOHOMIKH.
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