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COMPENSATORY MECHANISMS
FOR ENSURING THE RESILIENCE
OF THE ECONOMY

The list of compensatory mechanisms in the sphere of resilience of economy of Ukraine
and their functional role is defined. The structure of the compensatory mechanism for ensuring
the resilience of the economy is proposed. The conditions for the construction of a compre-
hensive compensatory mechanism to ensure the resilience of the economy are defined.

Keywords: economic resilience, national economy, the compensatory mechanisms
for resilience, the shock of the impact.

boiixko A., Ilkyponaockasa/l. Komnencayuonnsie mexanuzmovl obecneueHus
ycmouuueocmu  IKoHomuku. OnpedenieHvl  nepeueHvb KOMNEHCAYUOHHbIX MeXAHUZMOB
6 chepe ycmonuueocmuy IKOHOMUKU YKpaunsl u ux Qyukyuonanvras pois. IIpednoscena
CMPYKMypa KOMNEHCAYUOHHO20 MEXAHUIMA 0becneyeHusi YCMouyueoCmuy IKOHOMUKU.
Yemanoenenvt ycnosus 0ns nocmpoenusi KOMIJIEKCHO20 KOMNEHCAYUOHHO20 MeXAHU3MA
obecneuerus: yCmoudugoCmu SKOHOMUKLU.

Knwuegvle crnoga: ycTOHUMBOCTh SKOHOMUKH, HAIIOHAIBHAS SKOHOMUKA, KOMIICH-
CAlMOHHBIN MEXaHU3M 00€CIIeYeHHUs YCTOHYNBOCTH, IOKOBBIC BO3ACHCTBHSL.

Background. In the process of social development of Ukraine there
were destructive and crisis phenomena in all sectors of the economy and
spheres of society: reduction of production; growth of the share of products
with low added value in the commodity structure of exports; increasing
imports of consumer goods; growth of the level of dependence of the
national economy on the world market of goods and services. All this has
had a negative impact on the resilience of the national economy to negative
external influences, which requires justification of protective measures,
tools, reserves and compensatory mechanisms to ensure it. The cyclical

* The article is written in the framework of the implementation of research work Ne 640/20
"Compensatory mechanisms for ensuring the resilience of the Ukrainian economy in the
conditions of European integration" (state registration number 0116U000784).

© Boiko A., Shkuropadska D., 2018
ISSN 1727-9313. HERALD OF KNUTE. 2018. W 6 5




STATE AND ECONOMY

development of the economy determines the urgent task for the state as a
regulator of economic processes — the development and implementation of
a system of compensatory mechanisms to ensure the resilience of the economy.

The problem of ensuring the resilience of the economy is given
considerable attention by scientists, however, there is no single approach to
understanding the nature of compensatory mechanisms for its provision and
the sources of their formation, which necessitates additional research.

Analysis of recent researches and publications. Economic and
organization and legal mechanisms of economic development in modern
conditions, components, tools and measures of their implementation are
actively studied by Ukrainian researchers and economists. In particular, the
possibilities of increasing the level of economic security of the state through
the implementation of national projects, which are synergetic mechanisms of
public-private partnership, are considered by Ukrainian scientists A. Sukho-
rukov, D. Ostapchuk [1]. The publications of T. Kislaya [2] are devoted to the
study of theoretical and scientific-methodological provisions for assessing the
state of the organizational and economic mechanism of ensuring the
economic security of the region and the development of appropriate scientific
and practical recommendations. Consideration of the structure of the admi-
nistrative-legal mechanism of economic security of the state is presented in
the works of S. Lekar [3], A. Prisyazhnyuk [4]. Publications of scientists of
the Institute of Economics and forecasting of the NAS of Ukraine [5],
Institute of Economics of environmental management and sustainable
development of the NAS of Ukraine [7] are devoted to the study of scientific
and applied aspects on the issues under study. The role of adaptation financial
and climate funds in ensuring the resilience of the economy is represented by
the works of foreign scientists [8; 9].

The aim of the study is to determine the nature and functional role of com-
pensatory mechanisms in ensuring the resilience of the economy of Ukraine.

Materials and methods. The methodological basis of the research
is General scientific and special methods of scientific knowledge: system —
to reveal the essential characteristics of the resilience of the national
economy; methods of analysis and synthesis, comparison and systema-
tization — to determine and justify the components of compensatory mecha-
nisms to ensure resilience. The information base of the research is repre-
sented by the works of Ukrainian and foreign scientists and statistical data
of the Ministry of Finance of Ukraine.

Results. The national economy is a system, the parameters of which
are determined by the laws of the development of society and the country.
Global changes in the world economy, characterized by the rapid integration
of national economies through trade, financial flows, transfer of techno-
logical advances, information networks and cultural processes, reduce the
level of resilience of national economies and the need for mechanisms
to ensure it. Large-scale economic crises lead to global instability, covering

6 ISSN 1727-9313. HERALD OF KNUTE. 2018. M 6
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both individual national and the world economy as a whole (the "Great
depression" of the 30s, the financial crisis of 1998, the financial and
economic crisis of 2007-2008). Now the problem of ensuring the resilience
of the economy is a priority for government managers, economists, practi-
tioners and scientists.

Until now, there is no single approach to the definition of the essence
of economic resilience, but based on the analysis of various scientific points
of view, it is possible to identify the features of this concept. In Particular,
S. Kozlovsky considers the system, integration and situational approaches to
the management of economic resilience and from the position of the maxi-
mum value of economic potential growth with a minimum deviation of the
economic system from the state of equilibrium offers a General model of
economic resilience. The scientist defines the resilience of the economy as
"a generalized indicator that provides information about the real state of the
economic system of Ukraine, taking into account possible changes in the
external and internal conditions of the economy of Ukraine, as well as
enables all other subjects of economic activity in a timely and adequate res-
ponse to possible changes in the stability of the economy of Ukraine and
make adequate management decisions" [10, p. 10]. V. Margasova under-
stands the resilience of the national economy as "the ability of the latter to
respond to changes in the external and internal environment through
continuous improvement of its internal structure on the basis of the adapta-
tion mechanism to ensure the achievement of the goals of socio-economic
development and effective functioning of the national economy" [11, p. 26].
Given the definition of economic resilience, which operates in the world
practice [12—14], under this concept we understand the ability of the eco-
nomic system of the country to withstand negative external influences, to
adapt to them and recover from their impact. The generalized characteristic
features of the national economy resilience are shown in figure. 1.

Characteristic features of the national economy resilience

\ 4 \ 4 \4 \4 \4

Ability to store Ability to Ability to Ability to adapt Ability
and build function and to return to a and respond to demonstrate
parameters and develop state thatis not | ¢, changes in the the dynamics
functions effectively worse than the environment of effective
previous one development

Figure. 1. The characteristics of the resilience of the national economy

Source: compiled and systematized by the authors.

The analysis of the above approaches shows that in a broad sense,
the resilience of the economy is most often considered from the standpoint
of the resilience of the economy to changes in the internal and external
environment and the preservation of its main macroeconomic parameters.
ISSN 1727-9313. HERALD OF KNUTE. 2018. N 6 7
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Ensuring the resilience of the economy is a continuous and multifaceted
process that requires a significant amount of resources and financial
investment. In a broad sense, the mechanism of ensuring the resilience of the
economy is defined as a system of organizational, economic and legal methods
and levers, measures to prevent shock impacts and economic threats, in
particular, it includes the following components [15]:

« monitoring the state of the economy and society in order to identify,
predict and prevent negative external impacts on them;

« the use of science-based system of socio-economic indicators and their
thresholds, non-compliance indicates the economic vulnerability of the country;

. activities of the state to identify, prevent and overcome manifestations
of internal and external negative impacts on the economy and society.

In order to ensure the resilience of the economy, it is necessary to
have appropriate compensatory mechanisms. Under the compensatory
mechanisms to ensure the resilience of the economy (CMERE) we under-
stand a set of organizational forms of economic relations that ensure the
formation and use of funds and material reserves in order to prevent and
minimize the negative consequences of financial, food, technological,
environmental, socio-demographic, technological impacts on the national
economy [16]. From a theoretical point of view reveals the essential
characteristics of the CMERE such its structure (figure 2).

COMPENSATORY MECHANISM
FOR ENSURING THE RESILIENCE OF THE ECONOMY

Methods Principles Functions
Resource support . . .
of ensuring of ensuring of ensuring
Financial, Economic, legal, Systemacity, Protective,
. . . ; regulatory,
economic, material social, intended use, .
. . . . preventive,
and technical administrative substantiality . . .
innovative, social

U

L

U

[

Optimal ratio of
resources

Implementation
through resource
support

Compliance with
economic
development of
the country

Formation of
rational resources

Figure 2. The structure of the compensatory mechanism

to ensure the resilience of the economy

Source: compiled and systematized by the authors.

The CMERE should perform well-defined functions (figure 2).
Consider them in more detail:

8
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« protection involves counteracting the economy to negative external
influences and is associated with the presence of sufficient resource po-
tential in the country;

. regulatory is aimed at overcoming the consequences of negative
external influences through the permanent search for additional opportu-
nities and economic benefits;

« preventive is aimed at anticipating and preventing negative external
impacts on the economy, critical situations in the process of socio-economic
development of the country. The implementation of this function is based on
the development and implementation of socio-economic, technological and
organizational measures. The most important of them are measures to ensure
the formation of an information system to ensure the resilience of the economy;

« innovation is the development and implementation of innovative
solutions and measures to overcome the consequences of negative external
impacts on the economy;

« the social function is aimed at the realization of the rights and free-
doms of citizens of the country, achieving a high level and quality of life of the
population through mutual partnership of economic entities, society and the state.

In Ukraine, the CMERE is at the stage of development. Now in the
funds of cash and material reserves, created to prevent and minimize the
negative effects of various influences on the economy of Ukraine, include
the reserve Fund of the Cabinet of Ministers of Ukraine, the Stabilization
Fund of the state budget, the state material reserve, international reserves of
Ukraine, the Deposit guarantee Fund of individuals, the social insurance
Fund of Ukraine, the Pension Fund of Ukraine, the international reserves of
the country (table 1).

Each of these in the table I funds of cash and material reserves, the
functioning of which is intended to ensure the resilience of the Ukrainian
economy to negative external influences, performs its functions [17]:

. reserve Fund of the Cabinet of Ministers of Ukraine — for the
implementation of unforeseen expenses that are not permanent and could
not be provided in the preparation of the draft budget;

« stabilization Fund of the State budget — for development projects in
a stable period of the economy; and quickly redirected to critical projects to
respond to the challenges of different nature;

. the state reserve as the minimum stock of material values
(constantly supported volume of their storage) or the special state stock of
material values for rendering the state support to separate sectors of national
economy, the enterprises, organizations and the organizations for
stabilization of economy in case of temporary violations of terms of delivery
of important types of raw materials and fuel and energy resources, the food,
emergence of disproportion between demand and supply in the domestic
market; and also for ensuring priority works at elimination of consequences
of emergency situations;

ISSN 1727-9313. HERALD OF KNUTE. 2018. W 6 9




Table 1

Components of the compensatory mechanism to ensure the resilience of the economy of Ukraine

Title Legal basis Responsible Direction Sources
gﬁﬁgf'ggg Resolution of the Verkhovna Rada "On To Finance urgent expenses in the economy, socio-
Cabinet of approval of the regulations on the reserve The Cabinet of cultural and other activities not envisaged and which Up to 2 % of the state budeet expenditures
Ministers Fund of the Cabinet of Ministers of Ministers of Ukraine could not be envisaged during the approval of the p ° g P
of Ukraine Ukraine", dated 22.02.1996 Ne 62/96-BP state budget of Ukraine for the corresponding year
Law of Ukraine "On priority measures to Ensuring ?he constltutlongl nghtg of 01tlzen§, At the expense of super planned receipts

e . guaranteeing the economic security of Ukraine, S .
Stabilization prevent negative consequences of the The Cabinet of minimizing possible losses to the economy and from privatization of the state property in
Fund of the financial crisis and amendments to some EP y 2008 and receipts of these means in full in

State budget

legislative acts of Ukraine" dated
31.10.2008 Ne 639-VI

Ministers of Ukraine

financial system of Ukraine from the financial
crisis, which covered most of the industrialized
countries

2009, and also target placement of the state
securities

State reserve

Law of Ukraine "on state material reserve"
0f24.01.1997 Ne 51/97-BP

State Agency of
reserve of Ukraine;
SOE "State reserve
seed Fund of Ukraine"

Defines the General principles of formation,
placement, storage, use, replenishment and
updating of reserves of the state material reserve
and regulates relations in this area

At the expense of the state budget and
funds received from the sale of material
values of state reserve, to restore

Initial and regular fees from the participants of

The Deposit The law of Ukraine "About system of . The lsggl, financial and organizational .bases of . the Fund, others; the minimum amount of
guarantee Fund . . o " Fund, The national functioning of the system of guaranteeing deposits o
AT guaranteeing deposits of individuals" from - S - funds of the Fund may not be less than 2.5 %
of individuals Bank of Ukraine of individuals and removal of insolvent banks from
. 23.02.2012 Ne 4452-V1 . of the amount guaranteed by the Fund
deposits the market are established . .S
depositors within the amount of compensatory
isnosilra;nce Fund gsga?ifrgﬁ:rl:(l:i” g:tggr;; 15195()1r9ygs9tate Fund, The cabinet of | Payment of material security and social services | Insurance premiums of policyholders and
of Ukraine Ne 1105-XTV o ministers of Ukraine to insured persons insured persons

Pension fund

Regulations "On the pension Fund of

The Cabinet of

Implementation of the state policy on pension
provision and accounting of persons subject to

Income from payment of the fee for
mandatory state pension insurance, other

of Ukraine Ukraine" from 23.07.2014 Ne 280 Ministers of Ukraine S
compulsory state social insurance funds
Law of Ukraine"On the National Bank of Reserves in convertible foreign currencies,
. Ukraine" 0f 20.05.1999 Ne 679-X1V; . External financial assets of Ukraine recognized reserve position in the IMF, SDRs, monetary
International T . The national Bank . - . - . gold, foreign currency cash or funds in
The regulation "On the management policy of - by the international community as international S
reserves of Ukraine accounts abroad, securities issued by non-

the international (gold and exchange) reserves
of Ukraine", from 26.04.2018 No. 229-rsh

and intended for international settlements

residents, and any other reserve assets,
provided that they are reliable and liquid

Source: compiled and systematized by the authors.
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« deposit guarantee Fund — to protect the rights and legitimate
interests of Bank depositors, to strengthen confidence in the banking system
of Ukraine, to stimulate the attraction of funds to the banking system of
Ukraine, to ensure an effective procedure for the withdrawal of insolvent
banks from the market and the liquidation of banks;

. the social insurance Fund, which manages the compulsory state
social insurance against accidents, in connection with temporary disability
and health insurance, accumulates insurance premiums, controls the use of
funds, provides funding for payments for these types of compulsory state
social insurance;

« the pension Fund, which provides for the timely and full financing
and payment of pensions, funeral benefits and other payments, as deter-
mined by law.

An important component of the compensatory mechanism for ensuring
the resilience of the economy is the international reserves of the country,
whose sufficient volume contributes to the stable development of the
economy, corresponding to the level of confidence in the national monetary
unit. As of October 31, 2018, the volumes of international reserves of Ukraine,
were $ 16.7 billion. Figure 3 shows the dynamics of the ratio of Ukraine’s
international reserves to gross external debt.

120 -
100 +—@—=—@=—=@u—=—@ =—=@ @@ @ @ = —
80
60
40

3] 256 205 555
> SaGERTN!

>

0 Ll Ll Ll Ll Ll Ll Ll Ll Ll Ll 1

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

=——t—= Actual value of the indicator = ® = Threshold value of the indicator

Figure 3. Dynamics of the ratio of international reserves
to gross foreign debt of Ukraine in 2008-2017

Source: compiled and systematized by the authors [18; 19].

The ratio of international reserves to gross external debt is an indicator
of the adequacy of the level of international reserves, which characterizes
the country’s ability to pay its current external obligations. In 2008-2017,
the indicator did not meet the threshold (more than or equal to 100) and
showed the excess of the country’s annual external debt over its
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international reserves. The highest value of the indicator was recorded in
2008, but until 2014 under the influence of the global financial crisis,
inefficient economic policy, the annexation of Crimea and the occupation of
part of the territories of Donetsk and Luhansk regions, it decreased by 5
times. The long-term and significant negative trend of this indicator
indicates a high probability of imbalances in the economy, which can lead to
a financial crisis.

Conclusion. Ukraine’s economy is developing in the conditions of
permanent negative internal and external challenges, which potentially carry
a number of powerful risks and threats to its resilience development. The
mitigation of these threats and their negative consequences is due to the
existing compensatory mechanisms, which are represented in Ukraine by
separate funds and reserves. However, such mechanisms are not sufficiently
efficient in the generation and use of resources. To improve the effective-
ness of compensatory mechanisms to ensure the resilience of the Ukrainian
economy should adhere to the following conditions: promoting the growth
of national savings and economic development of the country; increasing
the activity of civil society and the responsibility of citizens for their own
well-being; legislative and organizational coherence in the formation of
budget expenditures and expenditures of public funds and reserves.

The perspective direction of further research of compensatory
mechanisms of ensuring resilience of economy of Ukraine is consideration of
possibilities of activization of mechanisms of self-organization of the popu-
lation and business arising in connection with decentralization.
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boiiko A., IlIkyponaocvka /l. Komnencauyiiini mexanizmu 3abe3neuennsa cmiikocmi
EeKOHOMIKU.

Ilocmanoska npoédnemu. Lluxniunicms po36UmMKY eKOHOMIKU O0OYMOBIIOE AKMYy-
anvbHe 3a80aHHA 0epHCaA8U K pe2ylamopa eKOHOMIYHUX Npoyecie — po3poOKYy ma enpo-
BAOCEHHST CUCMeEMU KOMNEHCAyilUHUX MexaHizmie, wo 3abe3neuyroms CMIUKicms eKo-
Homiku. IIpobnemi 3a6e3neueHHss cCmMiUKOCMi eKOHOMIKU NPUOLIAEMbCA Y8aed 8UEHUX, dfle
HUHI He ICHYE €0UHO020 NiOX0OY 00 PO3YMIHHA CYMHOCMI KOMNEHCAYIHUX MeXaHismie O
1020 3a6e3neyents i 0xicepen ix Gopmyeants, wo euMazac 000AMKOBUX OOCTIONCEHD.
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Ananiz ocmaunix o0ocnioycenv i nyonikayiu. Exonomiuni ma opeauizayiino-
npaeosi Mexauizmu eKOHOMIYHO20 PO3BUMKY 8 CYUACHUX YMOBAX, KOMNOHEHMU, [HCmpY-
MeHmu i 3ax00u wooo ix peanizayii aKMusHO 8UBUAIOMbCA YKPATHCOKUMU OOCTIOHUKAMU §
EeKOHOMICmAamu.

Memoro docniodicenns € GU3HAYEHHSI CYMHOCMI Ma YHKYIOHANLHOL POl KOMNEH-
CcayitiHux MexaHizmie y 3abe3neueHni CMitlkocmi YKpaincbKoi eKOHOMIKU.

Mamepianu ma memoou. Memooono2iuHo O0CHOBOI OOCAIONCEHHS € 3A2ANbHO-
HAYKOoB8i ma cneyianvii Memoou HAYK08020 NIZHAHHA. CUCMEMHUU, AHANI3Y [ cuHmesy,
nopiensnns ma cucmemamusayii. Ingopmayiiny 6azy OdocniodcenHs ckiadaromv npayi
YKpaincokux i 3apyoidicHux eueHux i cmamucmuyni oani Minicmepemea ginancie Yxpainu.

Pesynomamu oocnioncennn. B Yipaini xomnencayitini mexanizmu 3abe3neyenHs
cmitkocmi ekoHoMIKU nepebysaroms y cmaodii pozsumky. Huni gynoayii, cmeopeni y yinax
3anobieants i 36e0eHHs 00 MIHIMYMY He2amueHO20 GNIUBY DIZHUX GNIUBIE HA eKOHOMIKY
Yrpainu, exmouarome peszepenuti ¢hono Kabinemy Minicmpie Ykpainu y [lepocagrnomy
o1000cemi, Cmabinizayiunutl oHO, 0eprcasHull MamepianbHull pe3eps, MIXCHAPOOHI pe-
sepeu Yipainu, @ono capanmysanus exknadie gizuunux ocib, Dono coyianbHo2o cmpaxy-
eanns Yxpainu, Iencivnui ¢pono Yxpainu. Komnencayivini mexanizmu 3ab6e3neueHHs
HCUMMECMITIKOCMI eKOHOMIKU NOBUHHI 8UKOHYBATU 3AXUCHY, De2YIAMUBHY, NPeSeHMUBHY,
IHHOBAYIUHY MA COYIANbHY DYHKYIL.

Bucnoexu. /[ns niosuwenns epeKmusHoCmi KOMNEHCAYIHUX MeXanizmie 3abesne-
YeHHsT CMIUKOCMI YKPAIHCbKOI eKOHOMIKU HeoOXiOHO O0OmpUMY8AmMucs Maxux ymos, sK:
CHPUSIHHA 3DOCMAHHIO HAYIOHANLHUX 3A0WA0ICEHb MA eKOHOMIYHOMY DO3GUMKY KPaiHu,
NIOBUWEHHS. AKMUBHOCT 2POMAOAHCOKO20 CYCNIIbCMBA I 8i0N0GIOANbHOCHE 2POMAOSIH 34
61acHuil. 006poOym; 3aKOHO0A8HA MA OP2AHI3AYIUHA Y320004CeHICMb V  (QOPMYBAHHI
01002CcemMHUX 8UOAMKIB MaA UOAMKIE 0EPIHCABHUX KOUWIMIB T pe3epais.

Knwuoei cnoeéa: CTIMKICTP €KOHOMIKHM, HaliOHaJbHA E€KOHOMIiKAa, KOMIIEHCA-
LIMHUE MeXaHi3M 3a0e3MeueHH sl CTIMKOCTI, IIIOKOBI BIIJIUBH.
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INVESTMENT PROJECTION
OF ECONOMIC SECURITY

The structural characteristics of economic security at all levels of management are
presented and its place in ensuring sustainable economic growth is determined. The position
of Ukraine in international ratings according to this criterion is assessed. The sources of
investment security formation in the system of ensuring the economic safety of the system as
awhole, the means of its improvement, and the main tendencies of changes in the main
indicators of its achievement in Ukraine in 2012—-2017 are determined.

Keywords: economic security, investment and innovation security, indicators
of activity, extended reproduction.

I'ynaeea H., Baeouituux H., Mamycoea E. Hneecmuyuonnas npoekuyus IKoHO-
Muyeckoit 6ezonacnocmu. [lpusedenvl cmpykmypHvle XapaKmepucmuKu 3KOHOMUYECKOU
0e30nacHoCmu HaA 6CeX YPOBHSX XO3AUCMBO8AHUSL U ODO3HAYEHO ee Mecmo 8 00ecnedeHuu
VCMOU4UB020 sKoHoMuYeckozo pocma. Oyernena nosuyus YKpaurvl 8 MediCcOyHApOOHbIX peli-
muHeax no smomy Kpumepuio. Onpedenenvl UCMOYHUKU (DOPMUPOBAHUS UHBECHUYUOHHOL
besonacnocmu cucmemvl 8 YeioM, UHCIPYMEHNbL ee NOGbIUEHUS, 21A6Hble MEHOCHYUU U3Me-
HEHUs1 OCHOBHBIX UHOUKAMOPOS ee 00Cmudicenusi 8 Yxpaune Ha npomsisceruu 2012-2017 ze.

Knwuesvie crosa: sKOHOMHUECKAS 6630HaCHOCTb, HWHBCCTUIIMOHHO-MHHOBAIIMOH-
Has 6630HaCHOCTB, WHAWKATOPbI aKTUBHOCTH, paClIMPEHHOEC BOCIIPOMU3BOACTBO.

Background. As an integral part of economic security (ES), invest-
ment security is an integral and measurable concept, and with optimal
values of parameters, it is basic in ensuring the national security of the coun-
try as a whole. The development of the theoretical platform for the formation of
the investment component of the ES of any economic system, the definition
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of the conceptual foundations of management of this process by the functional
ensuring the given rates of economic growth is the main task of modern
research in this field of science.

Analysis of recent research and publications. For the most part,
modern scientific researches on this problem are aimed at achieving the
essential unambiguousness of the characteristics and basic components of
the ES, tools for assessing its level, means and criteria for diagnosing the
state. The substantiation of the basic concepts of state economic security,
conceptual foundations and methods of securing economic security was car-
ried out in the writings of O. Baranovsky [1], Z. Varnalii [2], V. Marty-
nenko [3]. Conceptual approaches to strengthening the security of the national
economy taking into account the influence of globalization processes were
investigated by V. Yedynak [4], L. Fedulova [5]. The characteristics of the
main components (subsystems) of economic security and the determined
factors were proposed by O. Volos [6], E. Mishchuk [7], M. Moroz [8],
I. Moskal’ [9]. The justification of the theoretical and methodological
principles of economic security at the enterprise level is presented in the
works of S. Kalambet [10], V. Khalina [11], and S. Cherkasova [12].

Modern approaches to the nature and importance of such ES charac-
teristics, especially in the context of increasing the influence of globaliza-
tion processes in the modern world economy, began to develop somewhat
earlier, in the scientific works of V. Cable [13], H. Poirson [14], P. Marsh [15],
S. Williams [16]. For example, the dependence of the rates of economic
growth and the level of security on factors of a diverse nature, in particular
corruption, was investigated by C. Murdoch [17].

Despite the large number of publications on the essence of economic
security, its applied comprehension, the formulation of fundamental scien-
tific provisions on the structuring of this complex characteristic, some
aspects remain controversial, especially in terms of in-depth studies of the
state of the investment component.

The aim of the article is to study the conditions and indicators of
investors’ activity in the system of economic security of Ukraine.

Materials and methods. Methods for logical generalization, synthesis
and analysis are used to achieve the purpose of the article.

Results. Investments, their directions and volumes determine the
dynamics and quality of the progressive movement of the country’s economy,
especially in the period of permanent global and local transformations, thereby
increasing the potential of economic security. In turn, the exit of the economy
on the path of sustainable development is possible under the conditions of
ensuring the ES state in a country that has become cross-cutting across the
entire economic system, including the level of the enterprise.

That is, a high level of ES and the achievement of sustainable eco-
nomic growth are interconnected signs of a dynamic economy. For the
Ukrainian economy, ensuring high rates of economic growth, including the
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implementation of export ambitions, is possible only if the investment and
innovation models of economic reform and the acquisition of signs of
a post-industrial society dominate.

Nevertheless, implemented within the framework of the transformation
period, institutional reforms are characterized by inconsistency and frag-
mentation, lack of a strategic approach to managing the development of the
national economy. Ukraine is characterized by political and economic insta-
bility, a rather weak state policy of confronting internal and external challen-
ges, and threats to economic security [1]. That is why state investment policy
has not become the cornerstone of the restoration of the pace of economic
development in general, did not provide stimulation of the growth of the
industrial base, the financial sector, and thus the conditions for sustainable
economic growth.

The problems of internal nature were accompanied by the challenges
of integrating domestic business into the world of space [5].

The global problem of achieving the pace of sustainable economic
growth is structured primarily in the task of raising the technological level
of the productive potential of the economy. This includes the inclusion of
levers of intensifying nature, based on the means of rationalizing the use of
economic resources and increasing the total capacity of the production base,
and hence the growth of the national product.

According to V. Martynenko, the strengthening of national economic
security is a systemic and long-lasting process that is effective in applying
long-term forecasting, including in substantiating the state strategy at all
levels of government [3].

Although world science has already accumulated the essential inter-
pretations of the concept of "economic security,”" this did not stop a very
lively discussion on this subject.

Ya. Zhalilo considers the ES as an ability of the national economy to
expand a certain level of needs of its own people and the state, confronting
the destabilizing factors of the threat to sustainable balanced development of
the country, ensuring the competitiveness of the national economy in the
world economy system [18] .

S. Lekar’, who interprets the ES as the ability of the economic system
to continuously expanded reproduction, which provides its viability and the
ability to maintain signs of full-fledged economic growth [19], is more
compactly formulated.

It further narrows the essential features of the ES, O. Vlasyuk, defines
it as the most effective use of resources for neutralizing threats and ensuring
stability in the present and the future [20].

The contribution to the applied understanding of the ES was made by
the Ministry of Economic Development and Trade of Ukraine, which
developed the Methodology for its assessment, where economic security is
defined as the state of the national economy, which makes it possible to
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maintain resilience to internal and external threats, to provide high compe-
titiveness in the world economic environment, characterizing the ability of
the national economy to a sustainable and balanced growth. It is important
that the methodology identifies the components of the ES, such as industrial,
demographic, energy, foreign economic, investment and innovation, macro-
economic, food, social, and financial security [21]. Moreover, investment
and innovation security are united in one block, although in the previous
version of the Methodology the investment component is isolated in a
separate block. Accordingly, investment security was defined as the level of
national and foreign investment (provided that it is optimal) that can provide
long-term positive economic dynamics if there is an adequate level of
financing for the scientific and technical area, created an innovation
infrastructure and adequate innovation mechanisms [21].

According to most estimates, the main threats to the stable functioning
of the system are limited financial resources, stable high investment risks,
low motivation for investment activity and the lack of effective mechanisms
for transforming the population’s savings into investment resources [22].

The experience of the developed countries of the world has provided
that the state becomes a generator and motivating center in launching and
strengthening economic growth processes, when the national strategy sets
the priorities of ensuring the country’s economic security. Consequently, the
investment and innovation vector of the national economic development
strategy virtually completely absorbs the priority of state influence and
support in the process of forming the country’s ES. The important public
indicators of the status of economic security are the position in the relevant
international rankings.

According to the World Bank methodology, Business Conditions
Index "Doing Business" (DB) [23] evaluates the conditions for implemen-
ting this process at all stages, from creation to liquidation of the enterprise.
In this analytical form, each country is assigned a corresponding position in
the ranking, which is created by 190 positions. The higher ranking of the
country is the more optimistic assessments of the business environment for
the opening of business and activities. The position of each country in this
ranking is determined by streamlining the aggregate estimate in ten direc-
tions, based on the distance indicator from the leading edge. Each of the
directions consists of several indicators that have an equal value for the
indicator. Traditionally, the assessment is made on the 10 components that
characterize the economic and organizational and legal conditions of the
activity: the procedures for registration of the enterprise; obtaining a building
permit; connection to power supply systems; registration of property; obtaining
a loan; protection of the rights of minority investors; taxation; regulation of
international trade; Enforcement of contracts; a mechanism for solving insol-
vency problems. The position of Ukraine in 2012 has changed in the ranking of
business lightness from the position Ne 152 in 2012 to Ne 76 in 2016 (figure I).
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Figure 1. Ukraine’s ranking in the top list ""Doing Business"
(according to the index of business conditions)

Source: built by the authors, according to the International Finance Corporation
and the World Bank [24].

The Ease of Doing Business Index "Doing Business" describes the
general conditions for doing business in the country. At the same time, the
index of investment attractiveness, created by expert assessments of member
companies of the European Business Association, reflects the state of busi-
ness climate. In this matrix, the investment climate is the investment climate
as a set of political, economic, legislative, regulatory and other factors that
ultimately determine the degree of risk of investment and the prospect of
their effective use. The Index of External Investments is calculated by the
method of the arithmetic mean value for the five components evaluated by
the five-point system: the overall assessment of the investment climate, the
dynamics of its development indicators based on the results of the previous
quarter, the expected dynamics of these indicators for the next three months,
the probability of investing in Ukraine for new entrants, an assessment of
the investment climate in a particular industry for the next three months.

According to the estimations of the European Business Association,
the Index of Ukraine’s External Investments in 2017 reaches a value of 3.05
points on a 5-point scale, which is an attractive signal for the activation of
economic agents in the generation and implementation of entrepreneurial
initiatives in Ukraine (figure 2).

The last time, the index marker crossed the boundary at 3 points, was
only at the end of 2011. Among the positive changes respondents highlighted
the openness of government data in the field of economic activity, marked
development of electronic services, simplification of the procedure for obtai-
ning construction permits, moratorium on inspections, reduction of currency
control, introduction of the institute of private performers, etc.

Among the top priority issues that require special attention from the
authorities, the business has named three unchanged positions: the fight against
corruption is 36 %, judicial reform is 20% and land reform is 11 % [26].
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Figure 2. Index of Ukraine’s External Investments

Source: built by the authors according to the European Business Association [25].

The Index of Economic Freedom is calculated on the basis of
10 indices, including freedom of business, freedom of trade, tax freedom,
public expenditure, monetary freedom, freedom of investment, financial
freedom, protection of property rights, freedom from corruption, freedom of
labor relations. The rating of Ukraine under the Index of Economic Freedom
rises from 164 places among 179 countries in 2010 to 150 places among
180 countries in 2017 (figure 3).
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Figure 3. The position of Ukraine in international ratings during 2010-2017.
Source: built by the authors according to the World Bank [23].

The World Competitiveness Index is formed on the basis of a large-
scale scientific study by the World Economic Forum and assessed through
the ranking of countries around the world in terms of economic compe-
titiveness. The position of Ukraine in the World Competitiveness Index in
2017 is 81st out of 140 countries (figure 4).

A slight improvement is observed in the tendencies of changing the
position of Ukraine in the Corruption Perceptions Index from 134 in 2010 to
130 in 2017. Ensuring a high level of economic security, the formation of
a favorable business environment in the country in the long run will allow
taking decent positions in international ratings.
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Considering systemically tools for raising the level of economic security,
it is determined on the composite influence of its components and sources of
formation. For example, in the investment projection, the state of investment
can be considered a source of economic security of the state, in which the
economy is able to serve and maintain such a level of investment resources
under conditions of internal and external threats that is sufficient to ensure
sustainable development, social and economic stability of the country, increase
of competitiveness national economy and welfare of the population [27].

] 1 137
Tchad | 1 135
Nigeria | 1 125
Ethiopia 1 108
Egypt : 1 100
Cambodia | 1 94
Moldova | 1 89
Sri Lanka | 1 85
Ukraine | 1 81
Montenegr | 1 77
Georgia | 1 67
Kazakhstan | 157
Turkey | 153
Bahrein | 1 44
India 1 40
Poland 1 39
] 38
1 35

—— 27
——122
—— 16
— 10
——9
— 8
—7
Hong Kong =36

Germany 35
Netherland 34

Singapore 3

USA p2

Switzerland p 1

Figure 4. World ranking of countries according
to the World Competitiveness Index 2017-2018 [23].

It is the investment sphere that determines the pace and trends of trans-
formational processes and is conditioned by the efficiency of the functioning of
public institutions and a combination of social and economic conditions. In
particular, according to the authors of the monograph edited by A. Mazaraki,
reducing the investment attractiveness and activity of key sectors of the
economy negatively affects the position of state security in general [28].

According to O. Baranovsky, investment security is the level of invest-
ment that optimally satisfies the current investment needs of the national
economy by volume and structure at the urgent level, ensures high efficiency
and short payback periods, provides the optimal ratio of investment flows of
internal and external trends, inflows foreign investments in the economy of the
country and investment of domestic enterprises abroad, maintaining a positive
national balance of payments [29].
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On a functional aspect, investment security can be assessed as part of
economic security as the ability of the economic system to carry out an
expanded reproduction of fixed assets, effective investments in the objects
of economic and social transformations of social life.

In most positions of the leaders of economic thought, at almost all stages
of the evolution of theory and experience of macroeconomic management, it
was determined that the sources of GDP growth and increase of the level of
investment security are the level of gross accumulation, in particular gross fixed
capital accumulation.

It is believed that under the rate of accumulation less than 10% of GDP,
there is no economic development and an increase in the share of GDP gross
accumulation by 1% leads to its growth by 0.1%. Scientific hypotheses of this
content, which are mostly confirmed by practical activity, have become the
basis for the formation of tools and indicators for assessing the level of
investment security.

Indicators of investors’ activity in ensuring economic growth are volu-
mes of investments in the non-financial sector of the economy, capital assets in
particular.

According to the State Statistics Service (table 1), capital investments
in Ukraine were carried out unevenly.

Table 1
Dynamics of capital investments volume in Ukraine in 2012-2016
Indexes 2012 2013 2014 2015 2016
Capital Investment, billion hryvnia 273.3 249.9 2194 273.1 359.2
The rate of capital investment changed, % 914 87.8 124.5 131.5

The degree of wear of fixed assets , % 76.7 77.3 83.5 60.1 H.I.
The Valqe pf the put into operation of fixed 191 165.8 126.2 216.8 202.1
assets, billion hryvnia

The rate of change in the value of the put into
operation of fixed assets, %

The ratio of the cost of fixed assets to the
volume of capital investment, %

- 86.8 76.1 171.8 93.2

69.9 66.4 57.5 79.4 56.3

Source: calculated by the authors according to the data of the State Statistics Service
of Ukraine [21]

Thus, in 2012-2014 there is a decrease in their volume, which, starting
from 2015, changes into a growing tendency with a growth rate of 24.5 %. This
trend is maintained in 2016, when the growth rate of capital investment grew to
31.5 % year-on-year. An important place in the assessment of investment
security is the assessment of the suitability of fixed assets of economic entities
and the possibility of their renewal. Thus, according to the State Statistics
Service of Ukraine, by the beginning of 2015, the degree of depreciation of
fixed assets by real sector of the economy of Ukraine was 60.1 %. That is, more
than half of fixed assets are in need of upgrades. However, the process of repla-
cing them with new fixed assets significantly slowed down during 2012-2014.
For example, the volume of new capital assets decreased from UAH 191 billion
in 2012 to UAH 126.2 billion in 2014. The effect of increasing the
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amount of fixed assets in 2015 by 71.8 % compared to the previous year, did
not survive in 2016, when the recession trajectory of this indicator has restored,
which in the value measure gives a decrease of 6.8 % in comparison with the
previous year. Thus, based on the low level of suitability of fixed assets and
given the weak investment impulses on investments in the introduction of new
fixed assets, as evidenced by their low share in the volume of capital invest-
ments (only 56.3 % in 2016), it is difficult to substantiate the upbeat optimistic
prospects of investment ensuring the expanded reproduction of fixed assets, and
hence the formation of prerequisites for sustainable innovation transformation
and economic growth. According to the State Statistics Service of Ukraine [30],
the main source of financing of capital investments remains the funds of
enterprises and organizations, which amounted to 69.9 % in total in 2016. The
share of bank loans and other loans in total investment was 5.3 %; At the
expense of the state and local budgets, 12.7 % of capital investments were
mastered. The share of funds from foreign investors amounted to 1.4 % of all
investments, while the share of households only for housing construction
was 7.8 %. Other sources of funding are 2.9 % [30].

Among the factors that negatively influence the revitalization of invest-
ments into the Ukrainian economy, one can note: the insignificant produc-
tivity of the national economy, its high energy intensity and material capacity;
insignificant growth rates of GDP; ineffective NBU activities to ensure the
stability of the national currency and create incentives for investment activity;
unstable tax regulations; high inflation rate; insufficient development
of market infrastructure; high level of public debt; deficit of the state budget;
unstable political situation in the country; in fact, the unformed mechanism of
regulation of the investment market against the background of the absorption
of waves of the global economic and financial crisis.

In view of the highly competitive environment in the world economic
space, in Ukraine, tangible economic growth can only be achieved on the
basis of the innovative transformation of the technical and technological basis
of social production. Inherited Ukraine from the periods of formation and
crisis shocks, the high level of wear and tear of fixed assets is only partially
offset by renovation processes, and the volume of net investments has either
zero or negative value, that is, on the verge of the formation of a constrictive
reproduction process. Successful implementation of economic reforms in
Ukraine requires, first of all, powerful investment support on an innovative
basis, which, in turn, is possible with the attraction of significant amounts of
financial resources that must be formed by high production and economic
activity of all economic agents of the system.

Conclusion. Ukraine has not yet formed the conditions to ensure
expanded reproduction, the formation of an innovative model of development,
the current economic policy is not based on the bases of effective use of
existing investment potential, its development, including through the streng-
thening of the role of research, design development and commercialization, that
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is in essence, on the functional of investment innovation reconstruction of the
economic system as a whole. The system of indicators and criteria for the level
of investment and innovation security needs to be expanded, which should
enrich and update the tools for managing these processes.

Further scientific developments in this direction should be expanded
by studying the dynamics of changes in the safety indicators of the invest-
ment environment of Ukraine, in the deterministic metrics of the revealed
tendencies in-depth other aspects of evaluation in accordance with the compli-
cation of the characteristics of existing threats and the emergence of new ones.
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TI'ynaeea H., Basoiiiuux L, Mamycoea O. Ineecmuuiiina npoekyia eKoHOMiuHOi 6e3nexu.

Ilocmanoska npoonemu. Pozsumox meopemuunoi niameopmu popmyeanns
IH6eCMUYINIHOI CK1a006801 eKOHOMIUHOT Oe3neKu 6y 0b-aK0i 20Cn00apChKoi cucmemu, GU3HA-
YeHHs KOHYenmyaibHUX 3acad YRPAGIiHHA YUM NPOYecom 3a QYHKYIOHANoM 3a6e3neyenns
3A0aHUX MEeMNI8 eKOHOMIUHO020 3DOCMAHHS € MAICMPATbHUM 3A80AHHAM CYYACHUX OOCTIO-
JHcens y Yitl HAyKoGill cghepi.

AHnaniz ocmannix docnioxncens i nydaiKayiti nokazas, wo NONPU 6eIUKY KiIbKiCmb
nyonikayii wooo CymHocmi eKOHOMIuHOI 6e3neku, il NpuKiaoH020 OCMUCTEHHS, (popmy-
JIOBAHHSL (DYHOAMEHMANLHUX HAYKOBUX NOTOICEHb 3I CIMPYKMYPYSAHHS Y€l KOMNIEKCHOT
Xapakmepucmuxuy, 0esiKi acnexmu 3aIUarOmscsi OUCKYCIIHUMU, 0COONUB0 8 YACMUHI NO2IUO-
JIEHUX OOCTIONCEHb CMAHY CaMe THBeCMUYItIHOT CKIA0080L.

Mema cmammi — 00CTIONCEHHS YMO8 MA THOUKAMOPIE AKMUGHOCMI IHEeCmOopis
y cucmemi 3a6e3neueHHs eKOHOMIUHOI Oe3nexu Ykpainu.

Mamepianu ma memoou. [[ii O0CsAcHEHHS NOCMABIEHOI Memu BUKOPUCTAHO
Memoou JI02i4H020 V3A2albHeHHs, CUHIMe3Y MA AHALI3Y.

Pe3ynomamu docnioncennan. Ineecmuyii, ix nanpsamu i oocaeu U3HA4AOMs OUHA-
MIKY ma AKiCmb HOCMYNATbHO20 PYXY eKOHOMIKU KpaiHu, 0cobIugo 8 nepiod nepmauHeHm-
HUX 2100aNbHUX Ma JIOKATbHUX NepemeopeHsb, NOCUTIOIOYY NOMeHYidl eKOHOMIYHOI be3-
nexu. Buxio eKOHOMIKU HG MPAEKMOPII0 CIMAN020 PO3BUMKY MONCIUBULL 3A YMO8 3a0e3ne-
YeHHsT Cany eKOHOMIUHOI be3nexku y Kpaini, wjo Haby8 HACKPI3HO20 Xapaxmepy No 6Cii
EKOHOMIYHIL CUCMeMI, BKTIOYAOYU DI6EHb NIONPUEMCMEA.
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Inoukamopamu cmany eKoHOMIUHOI Oe3neKku € no3uyis Kpainu y 8i0noGiOHUX Midic-
Hapoonux peumuneax. Ynpoooeoic 2012—2017 pp. cnocmepicacmvbcsi He3HauHe NONTNUEHHS
¥y meHOeHyiAx 3MmiHu nosuyii VKpainu 3a iHOexcamu cnpuuiHamms Kopynyii, 2n06anvHoi
KOHKYPEeHMOCHPOMOICHOCI, THBeCUYItIHOT npuead.Iueocmi.

3eaoicarouu Ha BUCOKOKOHKYPEHmMHE cepedosuiye y CEIM0BOMY eKOHOMIYHOMY NpOC-
mopi, 6 Ykpaiui 6i0uymmne eKOHOMIYHE 3PDOCMAHHS MOdce 6Ymu OOCASHYMO TUME HA OCHOBI
IHHOBAYITIHO20 NEPEMBOPEHHS MEXHIKO-MEXHON02IUH020 DA3UCY CYCNITbHO20 BUPOOHUYMEA.
Yenaokosanuii Vrpainorw 6i0 nepiodie cmanosnenHs i KPU3UCHUX NOMPACIHL GUCOKUTL
PiBeHb 3HOWEHHA Ma UOYMMSA OCHOBHUX 3AC00I8 JUlle YACMKOBO KOMNEHCYEMbCS 34 PAXY-
HOK PEeHOBayiliHux npoyecie, a o0csaeu yucmux iHeecmuyil mMawoms abo Hy1bose, abo
8i0 €MHe 3HAUeHHs, MOOMO HA 2paHi (POPMYBAHHS 38YAHCYBATLHOZO BIOMBOPHOBATLHO2O
npoyecy. Ycniwine 30ilCHeHHs eKOHOMIYHUX peghopm 6 YKpaini nompebye, nepedycim, nomyoic-
HOI' [HBecmuYitiHOi NIOMPUMKU HA THHOBAYIUHILL OCHOBI, AKA MOXMCIUBA NPU 307Y4YEHHI
BHAYHUX 00Cs12i8 (hinanCo8UX pecypcis, Wo Maioms 6ymu chopmosari 8UCOKOIO UPOOHUYO-
20CN00APCHKOI0 AKMUBHICMIO BCIX eKOHOMIYHUX A2eHmMi8 CUCeMU.

Bucnoexku. B Yxpaini we ne cpopmosani ymosu onst 3a6e3neyents posuupeno2o
BIOMBOPEHHS, (DOPMYBAHHS [HHOBAYIUHOI MOOENI PO3GUMKY, YUHHA eKOHOMIYHA NONIMUKA
He cnupacmovcsi Ha Oasuc e@exmusHo20 GUKOPUCMAHHS HASABHO20 IHEECTMUYIIHO20
nomenyiany, Ha 020 pO3GUMOK, Y MOMY YUCHI 4epe3 NOCUNeHHS POl HAYKOBUX 00C-
JOdCEeHb, NPOEKMHUX po3poOOK ma ix Komepyianizayii, moomo no cymi Ha QyHKYIOHAL
iH6eCMUYIUHO-IHHOBAYINIHOI PEeKOHCMPYKYIL eKOHOMIYHOL cucmemu 6 yinomy. Ilompebye
PO3UIUPeRHs cucmema IHOUKAMOpI8 i Kpumepiie pieHs iH8eCMuyiliHO-iIHHO8AYilIHOI be3neKu, 1o
Mae 30azamumu it aKmMyanizy8amu iHCMpyMeHmapiu ynpasiHHa Yumu npoyecami.

Tlooanvwii  Haykogi po3pobKu 3a YUM HANPAMOM MArOmMs  OYMuU  pO3UUPeHi
00CTIONCEHHAM OUHAMIKU 3MIHU THOUKAMOPIE be3nexu iHeecmuyitinoeo cepedosuwa Ykpainu,
V 0emepMiHOBAHUX MEeMPUKAX BUAGIEHUX MEeHOeHYil 3a NO2IUONeHUMY THUUMY ACNeKmamu
OYIHIOBAHHS 8iON0GIOHO 00 YCKIAOHEHHS XAPAKMEPUCUK Of0UUX 342P03 | BUHUKHEHHS HOBUX.

Kniwouoei cnoea: exoHoMiuHa Oe3leka, IHBECTHIIIHO-IHHOBaIlifiHa Oe3rmeKa,
IHIMKATOPU aKTUBHOCTI, PO3LIMPEHE BiZITBOPEHHSI.
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INFRASTRUCTURE
OF EXCHANGE TRADE IN UKRAINE

The article is devoted to the actual issues of the relationship between the state of the
stock exchange infrastructure and the opportunities for economic growth in the country.
The main problems, limiting possibilities for formation of the modern stock market in
Ukraine, are determined, ways of their solution are determined too. It is argued that the
development of exchange trade in the country will have a direct impact on accelerating the
economic growth of the national economy.

Keywords: wholesale trade, goods, prices, demand, supply, stock market,
economic growth, futures, options, hedging.

Heoobanwk A. Hughpacmpykmypa oupiceeoii mopzoenu 6 Ykpauune. Paccmom-
DEHbL  AKMYAIbHbIe BONPOCHL  B3AUMOCES3U  MEJNHCOY COCMOSHUEM UHDPACMPYKIMYPbl
OUPIICEBOLL MOP2OBIU U 603MONCHOCISMU AKMUBUAYUU IKOHOMUYECKO20 POCIA 8 CIPAHE.
Buioenenvt ocnognvle npobremvl, 02PAHUYUBAIOWUE BOZMONCHOCIU OISl (POPMUPOBAHUS
CcoBpeMenHo20  Oupoice6o20 pulhKa 6 YKpaume, onpedeienbl NYymMu UX ~peuleHusl.
Apeymenmuposano, umo passumiie OUpICes8oll Mop2oeau 6 cmpane 6yoem umems npamoe
GIUSIHUE HA YCKOPEHUe MeMNO8 IKOHOMUYECKO20 POCMA HAYUOHATIbHOU IKOHOMUKU.

Kniouesvie cnoea: onroBas TOProBis, TOBap, LIEHBI, CIPOC, MPEATIOKEHHE,
OuprKeBast TOProBIIsl, SKOHOMUYECKHH POCT, (PbIOYepChl, ONIIMOHBI, XeIDKUPOBAHHE.

Background. For most scholars, economists and for business practi-
tioners, it is obvious that the main internal reason for the economic crisis it
is that the domestic economy has a raw material nature with a spontaneous
system of commodity exchange relations. It is not a market without a mo-
dern infrastructure of commodity exchange, and it should be named such
a "bazaar", where the wholesale market is dominated by shadow schemes.
A significant part of these problems comes to the sphere of pricing, in which
there are three destructive segments: the state’s opaque price setting for the
Rotterdam Plus type (for example, prices for gas, utilities, etc.); the esta-
blishment of prices by large private holdings on a monopoly basis (prices
for coal, electricity, grain, etc.); dictation of prices by foreign producers on a
wide range of imported product range. Unfortunately, the dependence of the
domestic market on the prices of imported goods is determined not by world
prices (which are established on international exchanges), since mainly
over-the-counter commodities are imported.

© Nedbalyuk O., 2018
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These problems are obvious, but unfortunately, today there is no solid
scientific analysis of the causes of the problems of the dependence of the
general economic problems of the country’s economic growth on the state
of the market infrastructure, in which, again, it is obvious and universally
accepted — the main component of it is the exchanges (much easier to hold
discussions about changes in the dollar rate which are the ultimate consequence
of the lack of modern market infrastructure). After all, stock exchanges in
developed countries provide transparent and equilibrium pricing primarily for
commodities, which is the basis for increasing the country’s investment
attractiveness and economic growth. All production and exchange chains
are derived from raw materials and raw material prices. Stabilization, trans-
parency and compliance with raw material costs through mechanism the
stock exchange ("fair price") in developed countries is the basis of their
consistent economic growth. Therefore, this topic of research is relevant
in Ukraine both for scientific research and for the formation of priorities in
reforming the system of state regulation of the economy.

Analysis of recent research and publications. A significant contribu-
tion to the development of methodological approaches to the definition of
economic growth and its relationship to state of market infrastructure are made
through domestic and foreign scientists V. Bezugla [1], I. Vysotskaya [2],
M. Dailami [3], A. Dareshvar [3], S. Erokhin [4], B. Kabatsi [5], N. Lutchin [6],
L. Satsik [7].

Problems of the development of stock trading are given considerable
attention in the domestic and foreign scientific literature. In the overwhel-
ming majority of these studies, these studies focus on the changes taking
place in the mechanism of stock trading as a result of the development of
information and communication technologies, the processes of globalization
of exchange trading. Thus, D. Lukyanenko and O. Titov emphasize the fact
that exchanges are a necessary element of the modern global market [8].
A number of authors focus on the issues of automation of stock trading, for
example, E. Kirilyuk [9]. In general, domestic researchers pay more atten-
tion to the development of commodity exchanges, compared with stock,
since it is considered that the commodity exchanges market segment of the
economy is less developed than the stock [9; 10]. At the same time, despite
the rather broad presentation of the issues of economic growth and the
development of exchange trade in scientific literature, the issue of the
connection between the state of exchange trade and the economic growth of
the national economy remains poorly researched.

In the scientific works of domestic scientists, the essence of exchange
operations, features of functioning of futures markets and the mechanism of
their state regulation, conceptual principles of exchange pricing, organi-
zation of clearing, etc. However, there is link between the state of exchange
trading and the rates of economic growth are not investigated, what limits
the understanding and practical implementation of measures to stimulate
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and support the development of stock trading in Ukraine. Obviously, the
relevance of these issues is underestimated. Accordingly, most studies are
limited to the study of foreign experience, since domestic exchange trading
practice does not provide sufficient material for such research. For example,
in one of the potentially most powerful markets for stock trading, — the
market for agricultural products, the share of stock trading in Ukraine is less
than 1 % from the total number of transactions, while, for example, in the
USA this figure exceeds 90 %. The features of stock trading in the transition
economy are also poorly investigated. No one raises the question of the
urgent need for scientific substantiation and implementation of the
"Exchange Trade Development Program in Ukraine". The implementation
of such a program can become an instrument for realizing rapid and radical
changes in the mechanism of infrastructure support for economic growth of
the country’s economy.

The aim of the article is to study the nature of the impact of the
exchange trade infrastructure on the economic growth of the country’s
economy, the institutional foundations, goals and objectives of the mecha-
nism of this influence.

Materials and methods. Information materials for conducting this re-
search were the data of the State Statistics Service of Ukraine, monographs
and publications in domestic and foreign periodicals devoted to the issues of
infrastructure of modern exchange trading and its impact on the process of
economic growth of the country’s economy. In the process of work the
general scientific methods of knowledge were used, namely: historical-
logical, induction, deduction, synthesis, comparative and system analysis,
systematization, etc.

Results. The fundamental disadvantages of the structure of the Ukrai-
nian economy are the undeveloped system of its infrastructure, logistic links
to the commodity circulation, as well as the absence of a strategic state
concept for the formation of modern economic infrastructure, which is
a necessary tool for economic growth.

Economic growth is an important guarantee of the socio-economic
development of the country. It should be borne in mind that economic growth,
on the one hand, is the main goal of state policy and indicator of the country’s
welfare and the effectiveness of the country’s socio-economic system, on the
other — its parameters are conditioned by the state of infrastructure of the
country’s economy. All this determines the need for comprehensive and
comprehensive research, the impact of infrastructure, especially stock ex-
change, on economic growth.

Economic growth at the macro level is implemented at the micro
level; the functioning of individual economic entities directly depends on
the state of the market infrastructure macro level. In a market environment,
the existence of a well-developed infrastructure is a necessary factor for the
effective functioning of the business. Therefore, the creation of a compre-
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hensive market infrastructure for stock trading in Ukraine, in our opinion, is
the most decisive factor in stimulating economic growth. After all, the stock
market infrastructure provides "fair" pricing, an "ideal" balance of supply
and demand, and stimulates the development of modern logistics of goods
and services.

Reforms that took place in the national economy during the period
of independence of the country implemented a number of tasks in the areas of
privatization and denationalization, but were not able to provide the conditions
necessary for economic growth of the country for entrepreneurship, the
formation of a competitive market environment, conditioned by the influence
of a number of factors, including exchange trade occupies a leading position.

The lack of sustainable economic growth in the country is due to the
fundamental shortcomings of the modern structure of the Ukrainian eco-
nomy, namely: the undeveloped system of its infrastructure, logistics links
to the commodity turnover; there is no strategic state concept for the forma-
tion of modern economic infrastructure, which is a necessary tool for
economic growth.

Economic growth is estimated by increasing the volume of real GDP of
the country, which reflects a much narrower range of ties and relations than
economic development. Economic growth is an integral part of economic
development, because economic growth is quantitative economic development,
and economic development is a qualitative economic growth. As economic
growth becomes the goal of state policy, economists no longer perceive
development without economic growth. However, in true sense, development is
a change in the principles and methods of functioning of the economic system,
the transition from one qualitative state to another. That is, economic deve-
lopment is not just an expansion of production, but its complication, diffe-
rentiation. Thus, it can be concluded that the complication and differentiation
and, accordingly, economic growth is impossible without adequate infra-
structure support, the main instrument of which is stock trading.

At the current stage of development of exchange trading in Ukraine is
characterized by low efficiency, its development in Ukraine in general not
meet the world standards. Along with this, a reduction in the solvency of
enterprises, the development of barter trade, the introduction of regional
orders without financial support and market purchases led to the reduction
and stopping of the activity of many commodity exchanges in Ukraine.

Domestic exchanges do not fully fulfill the peculiar exchange as a market
institution, a regulatory function. Substantiation and development of approp-
riate measures of state economic policy regarding the activation of stock
exchange activities are possible only if there is an understanding of the value of
the influence of stock trading on the intensification of economic growth.

As noted, stock trading is one of the decisive factors for economic
growth. By P. McConnell and S. Bru it has been proposed a classification of
factors of economic growth, which is based on the majority of economists-
scientists. According to this classification, economic growth is caused by six
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blocks of factors. The four blocks consist of factors that determine the physical
capacity of the economy to grow — these are the factors of supply (the quantity
and quality of natural and manpower resources, the volume of capital goods
and technologies). It is about resource potential and it is generally acknow-
ledged that in Ukraine, despite structural imbalances, it is available. However,
for economic growth, the presence of these factors is a necessary, but
insufficient condition for increasing production volumes. The fifth and sixth
blocks include the demand factors and the efficiency factors, whose purpose is
to ensure an efficient allocation of resources that can maximally meet the needs
of society [11]. The problems of economic growth in Ukraine are connected
with the ineffective allocation and circulation of resources and goods. And it is
the stock exchange that is the tool that provides the efficiency of circulation.
Therefore, provision of conditions for developed exchange trading in Ukraine is
a decisive factor in stimulating economic growth.

Exchange trading directly or indirectly covers all components of the
commodity market infrastructure with a specified set of elements-institutions:
organizational, material, informational, credit, accounting and personnel
components. Taking into account the specifics of the commodity market,
commodity exchanges as an element of market infrastructure provide the
provision of a full range of services for the servicing of business entities,
namely: trade and intermediary, intermediary, information, organizational and
commercial, production and technological, transport, logistics, leasing,
settlement and credit, insurance, auditing, etc.

The Commodity Exchange is not engaged in commercial intermediation and
does not have the purpose of making a profit. The activity of commodity
exchanges in Ukraine is regulated by the Law "On Commodity Exchange". At the
beginning of 2015, 555 commodity exchanges were registered in Ukraine [12].
In the world practice, commodity goods include 60-70 items. Commodity
exchange are characterized by: the regularity of functioning; trade in homo-
geneous goods with certain characteristics on the basis of strict rules and in a
special place; the sale of stock products with the help of presented models or
standards; the absence of goods on the stock in kind. All operations on
commodity exchanges are divided into two types: transactions with a real
commodity, which include the presence of goods at the time of the trans-
action, and term, or futures, operations, that is, the previous sale of goods that
have not yet been produced. Most stock exchanges (90 % or more) are futures
contracts. The purpose of a futures contract is not the sale or purchase of
really goods, but the receipt of the difference in prices that occurs before the
term of the transaction, that is, speculation, as well as insurance (hedging)
from losses associated with changes in prices for goods.

At the current stage of development, the stock exchange acts as an
independent economic entity that performs certain functions in the economy.
The economic nature of the commodity exchange can be expressed through
the following definition: a modern commodity exchange is a financial market
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in which different groups of its member’s trade in contracts that are tied to
raw material prices or so-called "non-commodity values" in order to eliminate
price risk and transfer it to other market participants, or, conversely, in order
to accept this risk for themselves in the calculation of profit [13].

The statistics show that the number of exchanges in Ukraine is cons-
tantly increasing (table 1).

Table 1
Number of exchanges in Ukraine (at the beginning of the year) '
Year Total Registered Universal Commodity Agro-industries Others
2010 510 106 341 25 38
2011 537 106 368 25 38
2012 562 107 391 25 39
2013 574 108 400 24 42
2014 586 107 415 23 41
2015° 555 104 391 24 36

! Excluding stock exchanges and their affiliates.

? There are no statistics for 2016-2017 years.

? Not including the temporarily occupied territory of the Autonomous Republic of Crimea
and the city of Sevastopol and part of the area of the anti-terrorist operation.

Source: compiled on the basis of data of State Statistics Service of Ukraine. URL: http://ukrstat.org.

According to the State Statistics Committee in 2015 year 555 exchan-
ges in Ukraine are registered. This number of exchanges in Ukraine
significantly exceeds the number of exchanges in the EU and in the US.
However, the advantage of Ukraine in the number of exchanges does not
affect the increase of volumes and efficiency of their activities. The com-
parison shows that for the territory of Ukraine and for required volume of
business transactions, the existing number of exchanges is too large, and the
number and volume of transactions are insignificant (their volume ranges
from 5 to 10 % of the size of the wholesale goods market in Ukraine). The
structure of concluded transactions on the exchanges of Ukraine by type of
goods (services) is reflected in the data in table 2.

World experience shows that exchanges are created in large business
centers of individual countries. It should be assumed that the activities of
Ukrainian exchanges are also concentrated in the country’s largest business
centers. At the same time, we have a situation in which the stock exchange
activity in Ukraine seems to be carried out in all regions, however, at the
same time, 92.7 % the exchanges operating dealing in four regions of
Ukraine from all exchange transactions which were concluded in 2015 year.
The largest share of stock exchanges accounted for the stock exchanges
been realized in Kyiv city (79.7 %), Poltava region (7.2 %), Kyiv region (4 %)
and Dnipropetrovsk region (1.8 %). Such a territorial diversification
of stock trading in Ukraine not prove its conformity to world trends.
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Table 2

Structure of concluded transactions on the Ukrainian stock exchanges
by types of goods (services)', million UAH

Year
Subject of stock trade (there are no statistics for 2015-2017 years)

2010 2011 2012 2013 2014°
Total 51440.6 | 94420.0 | 118544.4 | 28807.0 | 25680.4
Basic metals (iron, iron, steel and
ferroalloys) and 2products of primary 13.5 9.1 3.8 0.1 3.8
steel processing
Non-ferrous metals 4.2 — — 0.1 —
Means of transport’ 184.5 60.2 43.5 51.1 76.7
Timber, wood and wood products® 344.0 948.1 1297.9 1861.3 | 2094.8
Fuel 2630.4 | 7523.8 6280.9 11132.8 | 1027.8
including: coal 1376.2 | 2273.5 1000.6 2180.1 627.6
petrol engine 33.5 2910.3 2995.6 669.7 —
crude oil 0.0 0.0 0.0 7199.6 0.1
propane and butane are liquefied 1208.3 1103.0 698.2 240.7 400.1
Agricultural products 43787.4 | 63361.4 | 77889.6 | 11631.6 | 13856.2
Groceries 2272.3 | 20139.9 | 28541.8 245.2 1707.2
Chemicasl substances and chemical 107.4 279 19.8 12.0 01
products
Real estate 252.4 323.8 875.7 549.1 2316.9
Other nonfoods 2154 242.8 278.6 1939.6 | 28439
Other types 1629.1 1782.9 3312.8 1384.1 1753.0

" Excluding stock exchanges and their affiliates.

% In 19952012 — Metal and metal products.

> In 1995-2012 — Vehicles.

*In 19952012 — Wood and timber.

>In 1995-2012 — Chemical products.

% Excluding the temporarily occupied territory of the Autonomous Republic of Crimea and
the city of Sevastopol and part of the zone of anti-terrorist operation.

Source: compiled on the basis of data of State Statistics Service of Ukraine. URL : http://ukrstat.org.

Special place among the elements of the financial market infra-
structure are stock, currency exchanges, brokerage companies, commercial
banks, investment and innovation funds, and holding companies. And it is
the stock and currency exchanges that have to take the main place in the
infrastructure of the financial market of Ukraine.

In Ukraine, the activity of stock exchanges is regulated by the Laws
"About Securities and Stock Exchange", "About State Regulation of the
Securities Market", "About State Associations", the Regulation "About
Registration of Stock Exchanges and Trade and Information Systems and
Regulation of their Activities".

Economic growth is accompanied not only by the growth in the
demand for raw materials (which is the subject of trades on commodity
exchanges), but also by the growth the volume of fixed assets, which
through stock exchanges turn to the market in the form of securities. This
has its manifestation in the growth of the volume of foreign exchange
operations at currency exchanges. Economic growth requires the acquisition
of modern high-tech equipment for freely convertible currency.
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The total turnover of securities on the unorganized market in Decem-
ber 2017 amounted in UAH 18.5 billion, on the organized — UAH 24.7 billion.
Changes in months of 2017 in the volume of trading in securities on the
market have significant fluctuations (from 10.8 to 14.0 billion UAH) [14],
which is evidence instability of both, — the stock market and the economic
situation in the country as a whole, because the stock market is a generally
accepted indicator of the condition of the national economy.

Extremely destructive is the situation when in the absence of the
dynamics of stock market growth, most transactions on this market are over-
the-counter. The share of trades on stock exchanges of Ukraine in their total
volume is stable and even have tends to decrease. The relevant indicators of
the share in terms of years are: in 2012 — 10.4 %, in 2013 — 16 %, in 2014 —
26.5 %, in 2015 — 6.3 %, and in 2016 — 11.1 % [15]. The share of stock
exchanges on stock exchanges in their total volume reflects the transparency
of these agreements and the extent of the state’s ability to control the
situation in the stock market. Such this state of the stock market limits the
state’s ability to control the economic situation and the use of tools to
stimulate economic growth through structural reforms.

At the same time, in world practice, financial resources are redistributed
mainly through the stock exchange stock market (which are transparent and
adjustable). However, in Ukraine, despite the record yields, the stock market as
a whole plays a minor role in raising funds in financial markets and trans-
forming them into investment resources for the real sector of the economy.
Therefore, the state policy of institutional development of stock exchanges
should change the situation, namely, to ensure accumulation of funds on the
financial market, investment attraction and, accordingly, economic growth in
the country.

Domestic exchanges do not fully fulfill the peculiar exchange as
a market institution, a regulatory function. Therefore, at the current stage of
Ukraine’s economic development, it is very important to consolidate the goals
of development of the market infrastructure of stock trading in the list of
priorities for implementing the state’s economic strategy in order to provide
a solid basis for an effective socially oriented market economy. The develop-
ment of the market infrastructure of stock trading should take place at a faster
pace than other components of the national economy, as it creates real
prerequisites for expanding the boundaries of the competitive environment for
dynamic economic development. To this end, as noted, it is necessary to
develop and implement a corresponding state program.

Many domestic scientists today send their research to a comp-
rehensive assessment of the existing problems of the Ukrainian stock market
and identify ways to overcome them. Using the results of their own obser-
vations and generalizing the opinions of domestic scientists, one can single
out the main problems of the formation of the stock market of Ukraine as an
instrument of economic growth [16—18]:
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 legislative basis for the development of exchange trade creates
conditions for registration of exchanges in Ukraine but does not create
conditions for their development;

« low level of organization of the stock market. In spite of the record
number of officially created business organizations under the name "stock
exchange" (555 exchanges at 2015 [12]), the stock market in Ukraine was
created nominally and does not fulfill the functions of stimulating economic
growth, first of all in the sphere of pricing. Modern "exchanges" in Ukrainian
realities are created primarily to secure the business interests of a certain
group of people, rather than to stimulate the economic growth of the country
as a whole. The main volume of transactions related to exchange commodities
is carried out on the over-the-counter market, and transactions concluded on
exchanges, by their very nature, are mostly not stock exchanges. It should
also be noted that the over-the-counter wholesale market is characterized by
the opacity of the pricing mechanism and information secrecy. This
contradicts to the elementary principles of a market economy, and in fact
transforms it into a "bazaar economy";

« low level of liquidity of exchange commodities in the market, which
in turn is explained by the fact that the exchange trade of these goods does
not have a dominant market share, as in developed countries;

« insignificant number of exchange instruments which are used by
Ukrainian exchanges;

« low level of trust of entrepreneurs to domestic exchanges. Existing
commodity exchanges do not provide bidders with guaranteeing the fulfill-
ment of obligations under exchange contracts, which weakens the moti-
vation of market participants to participate in stock trading and, as a result,
leads to its insignificant volumes;

- imperfection of tax stimulation of stock trading. This has its mani-
festation in the absence of privileges for investors, double taxation of divi-
dends, taxation of investment income, fees for registration of securities,
license fees, etc.;

« shortage of skilled personnel in the field of exchange trading. Only at
recent years, programs for the training of specialists in stock trading and
trade began to open in Ukrainian universities;

. a low level of protection of the rights of shareholders and investors
who are potential participants on the stock market;

. low level of exchange ethics and business culture;

« technological backwardness of the process of exchange commodity
exchange operations. Domestic exchanges use outdated technologies and
primitive electronic trading tools. An urgent issue today is the integration of
exchange electronic platforms into ProZorro’s public procurement system,
the implementation of this idea has many bureaucratic and technical
limitations (for example, accreditation of the stock exchange, coordination
of platforms, written in different programming languages, etc.).
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An important aspect of the positive effect of stock trading on
economic growth in Ukraine is that, then on a transparent market, the assets
of enterprises in the form of commitments on the production and supply of
goods will be annually. If, through a transparent organized wholesale
market, at least three quarters of the total product range produced will be
sold, guaranteed revenues of the stock exchange (forwards, futures, options)
will ensure an increase in tax revenues to the budget, there will be
a significant simplification of lending mechanisms, etc. [19].

Under the condition of state assistance, the intensification of the
development of stock trading in the current integrated market of Ukraine
will ensure automatic correlation of domestic market prices with prices on
world commodity markets, that is, Ukraine will have the most favorable
price for its strategic products [20].

Exchange trading with a futures trading instrument and, subject to
state support, will ensure the formation of a transparent market, saturation
with its exchange instruments (futures, forwards, options) that will provide:

. guaranteed sales orders for producers and traders;

« guaranteed purchase orders for processors and traders;

« forecasts of prices for goods for a term up to six months;

« risk reduction from market price fluctuations;

« guarantees in the performance of exchange contracts;

« mechanisms of guaranteed repayment of loans to commodity producers;

« access to world stock markets of fixed-term contracts with Ukrainian
specifications of goods.

Promotion of stock futures for participants in the wholesale com-
modity market with the use of the infrastructure of existing commodity
exchanges is a key to the success of the formation of the futures market in
Ukraine [9]. It is anticipated that the main aspect for the beginning of the
functioning of the futures market will be the maximum involvement of large
volumes of goods at the stock exchange, that is, futures should be as close
as possible to producers, which means that the role of regional commodity
exchanges in the futures market will be very significant, if not decisive [21].

The International Swaps and Derivatives Association states that in recent
years more than 90 % of the world’s 500 largest companies have used
derivatives / derivatives (stock exchange, non-exchange) to effectively manage
and hedge their risks. The futures and options trading market (over 70 %)
prevails on the global stock market. Futures, respectively, are 95 % used in
the hedging strategy. Analysis of the global turnover of exchange instru-
ments at 84 % of the largest exchanges indicates the preservation of trends
in the domination of futures [22]. The proposed structure of the futures
trading system in Ukraine requires the inclusion in the first stage of regional
futures exchange futures markets, so it is expedient to organize exchange
trading on the basis of an electronic trading platform. The futures exchange
trading system must have a clearing subsystem, which will provide
interaction with stock trading participants at all sites simultaneously, as well
as the integrity of each transaction [23].
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Observance of the rules and principles of open and transparent
auctions and tenders allows us to identify fair prices and take into account
the interests of all participants in the exchange trading process. The pre-
sence of a constructive dialogue directly with the participants in the process
will facilitate the creation of an actual and effective model of the
functioning of the stock market and the transition of the national economy
to economic growth in general.

Transparent futures markets could become the underlying asset for
a commodity index, which will give significant positives: derivatives release
value; buyers and sellers receive constant price signals; there is an
opportunity to manage the price risk by means of hedging; the process of
making decisions by the manufacturer is simplified [20].

The result of the creation of a modern stock market in Ukraine will be
the systemic economic growth of the Ukrainian economy. The volume of
production will increase (GDP), the quality of goods will increase; it will be
possible to invest more in infrastructure and in introducing innovative
technologies; the hard currency reserves will increase, the exchange rate
will be stabilized.

In order to implement the proposed legislative and regulatory changes,
such as the exchange trading development program, a new regulatory legal
regime of derivatives that is in line with best international practice, will
facilitate the development of currency interest swaps and other products,
and establish a clearing and settlement regime that will meet the require-
ments of the functioning of the stock market in EU countries.

At the end of 2014, the Ministry of Economic Development and Trade
prepared draft Laws of Ukraine "About Commodity Exchange Market" and
"About Derivative Financial Instruments (Derivatives)'. However, the
projects were returned for refinement and it is unknown when these laws
will be adopted and will come into force. The adoption of these laws and the
implementation of their provisions through the proposed institutional
changes in the exchange trading system would be the basis of economic
growth of the country.

International experience shows that one of the most effective
mechanisms of shadowing and demonopolization of the wholesale market
for commodities, transparent market pricing is the use of modern stock
tools. The stock market becomes a place for their "recycling": the price is
set here and transferred from those who cannot bear the price risks for those
who can use them for profit; the danger of price fluctuations at the macro
level is leveled; providing expected prices and trade benefits. In the stock-
exchange risk management arsenal there is a wide range of tools taken for
use in world practice. The most valuable are those that can be used for
hedging, for the process of eliminating price risks through various strategies
for their adoption, structuring to determine which part of the risk can be
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eliminated on its own, and which should be passed on to others. However,
in order for stock exchange risk management tools to be effectively used by
domestic business entities, it is necessary to elaborate detailed mechanisms
for their circulation, in particular, futures and forwards [21].

Conclusion. Despite a rather large array of problems in the development
of the stock market infrastructure in Ukraine, it should be noted that they can be
overcome due to the awareness of the importance of the development of stock
trading, especially in the area of pricing. Understanding these causes will
facilitate the adoption of appropriate decisions in the field of state regulation of
the economy and, as a result, will ensure high rates of growth of the country’s
economy. Obviously, the history and traditions of stock trading remain new for
Ukraine, but this way of forming the modern institutional mechanism of stock
trading should be completed as soon as possible, without it is impossible to talk
about any chances for economic growth. The role of the system of state
economic forecasting and management in general is decisive in this sense. In
turn, the mechanism of economic management of the country can implement
the relevant legislative and executive steps only if awareness of the importance
and priority of the development of exchange trade for the economic growth of
the national economy. Further scientific researches of this problem are
necessary, they will become the basis for the formation and adoption of
appropriate decisions.
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Heobanwk O. Ingppacmpyxkmypa bipacosoi mopezieni ¢ Ykpaiui.

Ilocmanosxka npoonemu. Huni 6iocymmiti TpyHmMoGHUL HAYKOBUL AHANI3 NPUYUH
npoonem 3aneHCHOCHI 3a2aN1bHOEKOHOMIYHUX NpoONeM eKOHOMIYHO20 3DOCHMAHHA KpaiHu
8i0 cmawny pUHK0B0I Hpacmpykmypu, 6 sKill OCHOBHUM KOMNOHeHmoM € 0ipci (Haba-
eamo npocmiwie 8ecmu OUCKYCIi Npo 3MiHU KYpCy 0onapa, AKi € KiHyesuM HACIiOKoM
8i0cymHoCmi Cy4acHoi puHKoeoi iHgpacmpykmypu). Adoxce came 0ipoci 8 po38uHeHUx
Kpainax sabesneuyioms nposope i pi6HO8ANCHe YIHOYMBOPEHH: NepeodyciM HA CUPOBUHHI
mosapu, Wo € OCHOB0I NIOBUWIEHHS THBECIMUYITIHOT NpUeabIUGOCMI KpaiHu ma eKOHO-
MiuHO20 3pocmanHs. Yci eupoOHuui ma moeapooOMIHHI JIAHYIOSU € NOXIOHUMU 6i0
cuposuHu ma YiH Ha cuposuny. Adxce cmabinizayis, nposzopicme ma 6iOnoGiOHicmb
SUMPAMAM YiH HA CUPOBUHY 34 0ONOMO20I0 MexaHizmy 0ipocoeoi mopeieni ("cnpasednusi
yinu") 8 pO3GUHEHUX KPAIHAX € OCHOBOI0 IX NOCIIO0BHO20 EKOHOMIYHO20 3POCIAHHSL.

Memoro Oocniodxcents € GUBYEHHs Xapakmepy Gnaugy iH@pacmpykmypu 0ipacogoi
MOp2iéNi HA eKOHOMIYHe 3POCMAHHA eKOHOMIKU Kpainu, THCMUmyyiuHi OCHO8U, Yini ma
30680AHHS MEXAHIZMY YbO20 BNIUEY.

Mamepianu ma memoou. Inpopmayitinumu mamepianramu Ons NPOBEOEHHs YbO20O
Qdocnidoicenns cayeyeanu oaui JlepoicasHoi ciyocou cmamucmuxu Ykpainu, monozpagii ma
nybnikayii' y 6imuusHsIHUX ma 3apyOidiCHUX nepioOUtHUX BUOAHHSX, NPUCBIYEHUX NUMAHHIM
iHpacmpykmypu cyuacroi 6ipocosoi mopeieni ma il 6niugy Ha NPoyec eKOHOMIYHO2O0
3POCMaHHsL eKOHOMIKU Kpainu. B npoyeci pobomu euxopucmano 3a2anbHoHayko6i Memoou
NI3HAHHS, 4 came. ICMOPUKO-I02IMHUL, IHOYKYIl, 0edyKyii, cunmesy, NOPIGHAILHO20 MA
CUCEMHO20 AHANI3Y, CUCIEeMAamuU3ayii moujo.
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Pesynomamu oocnioycennsn. Ha ocrnosi cucmemnozo nioxody 30iliICHEHO aHANI3
enaugy cmawy OIPAHCO8OI MOp2ieNi HA eKOHOMIYHe 3pOCmaHHA. Apzymenmosano, wo
OCKINbKU OIpHCO8a MOP2i6Isi — OCHOBHUIL eleMeHm PUHKOB80I IH(hpacmpykmypu, came 80HA
€ MexauismoMm, AKuu 3abe3neuye 30aNAHCYBAHHA NONUMY | NPONO3UYIL, BCMAHOBNEHHS
pisHosadicHux ma cmabinbHux yin. Haseuicmov cyuachoi 0ipocoeoi mopeieni 6 po3euHeHux
Kpainax € oCHOB0I0 iX eKOHOMIYHO20 3POCMAHMSL, OCKLIbKU OIpicosa mopeieis Cmeopoe
MAKPOEKOHOMIUHI nepedyMo8u OJisi NPOZHO308AHO20 PO3GUMKY GUPOOHUYMEA, NIOBULEHHS
iHeecmuyitinoi npugabiueocmi Kpainu, npo3opoeo eedenHs Oiznecy mowjo. Tomy 0
Yxpainu npononyemocs enecmu Kopexmueu 8 Mexamizm 0epiHcasHO20 pe2ylio8aHHs eKo-
HOMIKU 8 4acmuHi po3pobKu ma imniemenmayii cucmemu 3axo0i@ w000 0eprHcasHol
RIOMPUMKYU PO38UMKY 0ipa#c080i mopeieni. Ak incmpymenm po3pooKu ma peanizayii maxux
3ax00i68 NPONOHYEMBCA PO3POOUMU BIONOBIOHY 0EPHCABHY NPOSPAMY.

Bucnoexu. Hayxoge onpaylosanns npobrem po3eumky iHgpacmpykmypu 6ip-
2408020 pUHKY 6 VKpaini € akmyanioHum i cnpusmume GopmyeanHio ¢ YKpaiui cyuacnozo
PUHKOBO20 MEXaHiZMy CaMOpecynioeants exkonomixu. L{i npobremu modxcymv Oymu
HOOONAHUMU Yepe3 YC8IOOMIEHHs NPeOCMAGHUKAMU OpP2aHi8 81A0U 3HAYEHHS. PO3GUIIKY
6iporcosol mopeisni, 0codueo 6 cghepi yinoymeopeHHs. Po3yminHs 3HAUEHHS CYYACHO2O
MexaHnizmy Oipoicosoi mopeieni cnpusimume NPUHAMMIO BIONOBIOHUX piuweHb V cgepi
0€poIcaBHO20  Pecyit08aAHH eKOHOMIKU 1, 5K HACAIOOK, 3abe3neuumv GUCOKI MmMeMnu
3POCMAHHA eKOHOMIKU KPATHU.

Knwuoei cnoea: omnroBa TOPTiBIsA, TOBap, ILIHHU, IOIHT, HMPOIO3UIis, Oip:koBa
TOPTiBIIS, EKOHOMIYHE 3pOCTaHHSA, ¢’ F0UePCH, OMIIIOHH, XEKyBaHHS.
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PUBLIC-PRIVATE PARTNERSHIP:
THEORY AND PRACTICE

The article is devoted to actual issues of partnership at the state and enterprise
level. The peculiarities of the legislative base on public-private partnership in Ukraine are
analyzed. The authors define main problems and obstacles in the conclusion of partnership
agreements and the prospects of application.

Keywords: partnership, public-private partnership, partnership agreements.

Hpucaxcuwok A., Xmyposea B. Ilydonuuno-uacmuoe napmuepcmeo: meopus
u npakmuka. Paccmompenvl akmyanbhbie 60npocvl RAPMHEPCMEA HA YPOBHE 20CY0apcmed
u npeonpusmuil. Ilpoananuzupoeansvi 0coOeHHOCMU 3AKOHOOAMENbHOU 0a3bl NYOIUYHO-
yacmnoeo napmuepcmea 6 Yrpaune. OnpeoeiieHbl OCHOGHbIE OWUOKU NPU 3aKTIOYEHUU
COeNOK NapmHepcmea u nepcneKmugbl NPUMeHeHUs NyOIUUHO-4ACMHO20 NAPMHEPCMEA.

Kniouesvle cnosa: mapTHEPCTBO, MyONNYHO-9aCTHOE MTAPTHEPCTBO, MAPTHEPCKHUE
COTJIAIICHNSI.

Background. The development of the modern inclusive society
requires the use of new mechanisms for cooperation between public insti-
tutions and business. Outdated methods do not allow to solve economic and
social issues of development and to ensure the solution of issues of labor
migration. It is precisely the use of mechanisms of public-private partnership
that can solve urgent issues of development of the country as a whole, or in
priority directions.

Analysis of recent research and publications. The results, presented in
the publications of leading scientists 1. V. Zapatrina, Yu. Z. Drachuk, N. V. Trush-
kina, O.M. Levkovets, V.I.Pavlov, L.I. Tarash, Ya.S. Tkachenko [1-7],
testify to the prospect of this type of cooperation for further economic deve-
lopment. I. V. Zapatrina consideres decision of infrastructural problems as one
of the basic priorities in the activity of public power [1]. The state of the
systems of life-support and transport infrastructure requires serious financial
investments and bringing in new technologies and materials, but also creation
of new culture of production and exploitation of the similar systems, based on
the ideology of steady development of territories. The most serious obstacle for
development of public-private partnership is the tariff policy and attitude to
what is happening in this sphere of both public power and population. The

© Prisyazhnyuk A., Khmurova V., 2018
ISSN 1727-9313. HERALD OF KNUTE. 2018. W 6 43




STATE AND ECONOMY

Yu. Z. Drachuk explores the principles, which should be based on modern
forms of public-private partnership in the field of innovative development of
industry, and identifies the priority areas [2].

Public-private partnership in Ukraine is in its infancy. In modern condi-
tions, public-private partnership represents an alternative to privatization of
strategically important state-owned objects, helping, on the one hand, to
maintain control over those entrepreneurs that are critical for the stable fun-
ctioning of the economy. On the other hand, for their development, it has
a wider scope for attracting private capital whose interests should be taken
into account and protected. The need to develop public-private partnerships
for pilot projects, development and distribution of methodology of their appli-
cation in different directions (types of economic activity) was noted. The
constructive interaction between the public and the private sector provides
conditions for the implementation of entrepreneurial initiatives, while
maintaining control in the social spheres of the state.

Issues of confidence in the state of business structures, determination of
real opportunities for development and obtaining preferences provided by
public-private partnership remain unresolved. To date, mechanisms of public-
private partnership remain the instrument of the state for uncontrolled
movement of funds and solving private business issues. As a whole, public-
private partnership is defined as a defined system that has a certain set of
economic, social, legal, political, organizational, managerial and other inter-
relationships, relationships and conditions that promote the most efficient use
of existing and other sources for the socio-economic development of Ukraine.

The aim is to identify the main mistakes of partnership between
government and business in the current environment and suggest ways to
overcome them.

Materials and methods. The following general scientific methods,
such as synthesis, analysis, comparison, abstraction and induction, are used
in the work.

The solution of the above-mentioned questions and problems is intrin-
sically related to public-private partnership, since the latter serves as an
effective instrument of investment support and equalization of socio-economic
imbalances in the context of aggravation of macroeconomic upheavals.

Results. In scientific research, the term "public-private partnership"”
is considered in a narrow, and broad sense. Public-private partnership in the
first case describes the long-term contract regulated cooperation between the
state and the private sector for the fulfillment of public tasks, which covers the
entire life cycle of the relevant project: from planning to operation, along with
maintenance. In the broad sense, the term "public-private partnership"”
combines all forms of cooperation between the state and the private sector in
order to solve tasks traditionally within the competence of the state [8, p. 41].

From a practical point of view, such a broad interpretation of the term
is of little use, since there are many forms of cooperation between the state
and business, the latter are regulated by different normative acts and pursue
different goals.
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According to the legislation of Ukraine, public-private partnership is
a cooperation between the state of Ukraine and territorial communities in
the person of the relevant state bodies and local self-government bodies
(state partners) and legal entities, except public and communal enterprises,
or individual entrepreneurs (private partners), which is carried out on the
basis of the agreement in the order established by the Law of Ukraine
"On public-private partnership" [9].

However, according to the Law "On Public-Private Partnership" of
01.07.2010 Ne 2404-VI "the dominant areas of application of the mechanism
of public-private partnership are:

. search, exploration of mineral deposits and their extraction, except
those carried out on the basis of production-sharing agreements;

« production, transportation and supply of heat and distribution and
supply of natural gas;

« construction and/or operation of motorways, railways, runways at aero-
dromes, bridges, road overpasses, tunnels and subways, sea and river ports
and their infrastructure;

- machine building;

« collection, purification and distribution of water;

o health care;

« tourism, recreation, culture and sports; ensuring the operation of irriga-
tion and drainage systems;

« Wwaste treatment;

« production, distribution and supply of electric energy; real estate
management.

At the same time, this Law has certain disadvantages. First, there is no
minimum percentage of participation in a private partner project. In this
regard, the share of private financing in a joint project allows it to be
classified as a public-private partnership, translating most of the respon-
sibilities to the state. Secondly, there are no well-defined mechanisms
of practical implementation (definition of stages of implementation of Public-
Private Partnership projects, creation of motivation for foreign investors, etc.).
Thirdly, according to Article 7 of the Law, Public-Private Partnership extends
to objects that are in state or communal ownership, thus preventing the
implementation of such projects as the construction of objects by a private
partner, with subsequent transfer to the public partner.

It is evident from the list below that the main legislative act needs to
be substantially refined in terms of expanding the scope of public-private
partnership, in particular the sphere of domestic trade, since its socio-eco-
nomic load is no less important than in other priority sectors. In addition,
none of the above spheres is able to implement Public-Private Partnership
projects and monetize their results without involving business entities.

It should be noted that the normative and legal basis for the regulation
of public-private partnership in Ukraine is in the process of continuous
improvement and close attention of specialists from the Ministry of
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Economic Development and Trade. The list of normative documents of the
Cabinet of Ministers is presented in the table.

Table

Development of normative and methodological support of Public-Private Partnership

Document

Issues that are regulated by the document

Resolution of the Cabinet of Ministers of Ukraine
"On Approval of the Procedure for Granting to the
Private Partner to the State Partner Information on
the Implementation of the Contract, concluded in
the framework of the Public-Private Partnership"
dated February 9, 2011 Ne 81

The public partner prepares a report on the
implementation of the agreement submitted to the
authorized executive body on public-private
partnership, which monitors, summarizes and
publicizes the results of the implementation of
public-private partnership. Approved report form,
list of indicators

Resolution of the Cabinet of Ministers of Ukraine
"On Approval of the Methodology for the
Identification of Risks Related to Public-Private
Partnership, their Evaluation and Definition of their
Management Form" dated February 16, 2011 Ne 232

The methodology is used during the analysis of the
effectiveness of public-private partnership, decision-
making on its implementation, the distribution of
risks between public and private partners, and the
conclusion of an agreement between them

Resolution of the Cabinet of Ministers of Ukraine
"On Approval of the Procedure for Providing State
Support to the Implementation of Public-Private
Partnership" dated March 17,2011 Ne 279

The procedure of providing state support for the
implementation of public-private partnership on
state-owned objects, and the form of state support
is defined.

Resolution of the Cabinet of Ministers of Ukraine
"On Some Issues in the Organization of Public-
Private Partnership Implementation" dated April 11,
2011 Ne 384

The procedure of conducting the analysis of the
effectiveness of public-private partnership
implementation is approved

Order of the Ministry of Economic Development
and Trade of Ukraine "On Approval of the Form
of Submission of a Proposal for the
Implementation of Public-Private Partnership"
dated August 16, 2011 Ne 40

The form for submission of proposals on
implementation of public-private partnership
is approved

Order of the Ministry of Economic Development
and Trade of Ukraine "Some issues of the
analysis of the effectiveness of the
implementation of public-private partnership"

of February 27, 2012 Ne 255

The form of feasibility study for the
implementation of public-private partnership
is approved

Resolution of the CMU "On Approval of the
Concept of Public-Private Partnership
Development in Ukraine for 2013-2018"

of August 14, 2013 Ne 739-p

The methodology for conducting an analysis
of the effectiveness of the implementation
of public-private partnership is approved

However, the accumulation of legislative and regulatory framework in
quantitative terms in practice reveals the weakness of qualitative parameters.
According to the above-mentioned normative documents and methodological
recommendations, at the stage of negotiations on Public-Private Partnership,
a private partner needs to undergo complex approval procedures. At the
same time, he does not receive from the state the necessary guarantees
regarding fulfillment of obligations on his part.

According to the approved procedure, it is first necessary to sign a
Public-Private Partnership contract and begin its implementation, and then
the state will make a decision on providing financial support that does not
correspond to the basic nature of the Public-Private Partnership.

46
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Also, according to the current legislation, Public-Private Partnership
projects should ensure higher efficiency of the activity than in the case of its
implementation by a public partner, have a long-term nature (from 5 to
50 years), provide financing (or co-financing) of the project by the private
partner, distribution of responsibilities and risks between private and public
partners in the process of Public-Private Partnership implementation.
Business considers such a partnership as:

« the opportunity to participate in resource and capital infrastructure projects
through an organizational and institutional long-term alliance with the state;

« as a way of obtaining from the state guarantees in the form of the right to
receive minimum returns and return of investments in the form of the right
to receive income from the paid operation of the object, as well as partial or full
return of money in case of unsuccessful implementation of the project;

« direct financial support from the state in the form of financing costs.
It can be presented in the form of capital grants, operating subsidies in the
form of fixed payments on availability or payments, which are dependent on
traffic, and in some cases — granting of loans on preferential terms;

. preservation of strategic control over assets created by transferring the
function of management of a specially formed company;

. The state, attracting a private partner, receives technological and tech-
nical development of infrastructure in the country;

« In addition, the efficiency of using budget funds is increasing, some
of the risks are transferred to a private partner, effective management is
involved, and the pace of social and economic development of the country
is accelerating due to extrabudgetary funds. Also, the state is able to;

. carry out events of international importance. Ukraine successfully
hosted the Football Championship 2012 and Eurovision 2005 and 2017.
These measures require a high-quality infrastructure that can not be created
on the right scale without the involvement of Public-Private Partnership
mechanisms;

« the global crisis calls for a reduction in budget financing, especially
infrastructure financing, and calls for the search for extrabudgetary sources
of funding under the terms of the Public-Private Partnership;

- Business wants to cooperate with the state for the following reasons;

. successful projects (increase investment attractiveness and reduce risks);

. additional guarantees and rights of investors, as well as the intro-
duction of new, more flexible Public-Private Partnership mechanisms at the
legislative level (subject to the improvement of the legislation).

In order to implement the Public-Private Partnership, both parties
must evaluate its risks, which is the first step in structuring the task. It is
advisable to develop a risk map together with the financial model in its ratio
and correspond to each other.

The world-wide practice of implementing Public-Private Partnership
projects suggests that most of the failures are due to the following mistakes:
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Incorrectly defined cost/profit part of the project. This may be an
incorrect calculation of the cost of work or an incorrect calculation of net
discounted profit. In such cases, the project may be completely terminated
or an additional agreement may be entered into with the correction of errors
and the adjustment of the implementation dates.

Technical design errors. These risks are due to mistakes in the design
documentation, risks in the field of technological regulation (complexity in
obtaining design documents, construction permits, approval of documents), the
risks of identifying hidden defects after the commissioning of the facility, as well as
the problems of territorial construction.

Non-rational division of risks according to the project. This may be an
overstatement of business fines for violating conditions, but another partner
will have other conditions.

Social and environmental risks. Forecasting of environmental risks
should be carried out to the stage of designing an object through conducting
relevant research. In addition, attention should be paid to environmental risk
insurance, but in practice these issues usually remain unregulated.

Political risks. It is one of the most difficult to predict and has long-term
negative consequences. The country has a significant relationship between
political events and the economic development of various sectors. A constant
budget deficit requires foreign lending, which is directly related to international
agreements and the economic attractiveness of the country as a whole.

Legislative risks. It may be expressed in the incorrect interpretation by
the parties of legal norms governing contractual relations, or in the
termination of contractual relations by the state.

Public-Private Partnership as the instrument of economy development
has significant prospects especially taking into account all the above-
mentioned issues. However, this is possible if in the near future certain
efforts will be directed at eliminating the factors hindering the development
of partnerships between public authorities and business [10]. These include
an imperfect base, inefficient funding mechanisms, and lack of flexibility on
the part of the state towards investors.

Let’s turn to practical implementation of Public-Private Partnership
projects in Ukraine. Tourism is one of the priority areas of the Public-
Private Partnership. When creating Public-Private Partnership projects in
this direction, the state will receive: road infrastructure, public transport, the
prosperity of tourist centers, public park systems; restored historical places,
the possibility of festivals and other cultural events. The private sector will
receive: hotels, conference halls, restaurants, shopping malls, entertainment
centers and parks, sports complexes, etc. One of such projects was to
reconstruct the palace in Tartak in Sokalsky and the castle in Old Village.
The concession agreement, initiated by the state administration, envisaged,
first of all, the reconstruction of the castle.

But the castle in the Old Village is scattered due to the mismanage-
ment of the concessionaire, whose inaction led to the destruction of the
palace. Several years of irresponsible concession worsened the already
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emergency state of monuments of national significance — the palace in
Tartak in Sokalsky district (needs for the restoration of "Novosad" was
estimated at 100 million USD) and a castle in the Old Village near Lviv (in
this facility LLC "Chris" was obliged to invest 300 million UAH).
Concerning the fact that the commitments are not fulfilled, the
concessionaires blame the world recession. But the sights are not easier. The
palace in Tartak does not have a roof, the castle in the Old Village peasants
stretch out to the stone for the mistress.

It was a complete failure of the government’s initiative to hand over
the landmark for half a century to the hands of private entrepreneurs who
promised to restore the castle and palace within five years. Only reasonable
defenders of the sights realized what really needed to be done to preserve
the architectural pearls. These concessions were an attempt to pass the
castles to private hands, because under such circumstances the state won’t
be able to maintain them in its current state. At that time, it seemed that
there were already potential owners of these castles, it was simply tried to
transfer them to private hands, for the current corruption to do it at the level
of the Ministry was not a problem. Representatives of local authorities tried
to persuade all of them to finance the state budget with a separate article.

After signing the concession agreement, entrepreneurs should order the
development of a project for the withdrawal of a memorandum from a severe
emergency, to attract professional restorers to work on the project. But this is
completely absent, which gives grounds to consider concession the most
usual fiction. Perhaps someone wanted to screw up some sort of scam, for
example, to get a big loan in the bank, and a contract with the state structure is
such a guarantee of reliability of the borrower. In this case, the authorities
should work on the termination of the contract. These concessionaires not
only do nothing, but also avoid communication with authorities.

Indeed, during the time of the castle concessions, Lviv had already
changed several heads of state administrations and their deputies. The
concession agreements were concluded for 49 years with other management
and when unprofitable concessionaires did not make measurements, design
estimates and consolidation, the irresponsible rulers wiped their hands
without resorting to the perpetrators of any sanctions. Although the state
retained the right to terminate the agreement ahead of time and to announce
a tender if the concessionaire did not fulfill the requirements of the contract.

Two facilities in Lviv region before the concession were in better
condition than now. Currently, all the innovations heard by local residents in
the castle are the same as bike hangouts.

Recently all of confusions on the whole from the idea of castle
concession and palaces to renounce does not hurry. The concession and
private investor are the only hope for the preservation and restoration of
historical objects. When complying with the law and taking into account the
risks and clearly defined terms of responsibility, the Public-Private
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Partnership projects have the right to exist. Good experience can be borrowed
in the EU countries, where rest zones, hotel complexes, etc. are arranged in
the restored castles.

Conclusion. As a result of the research, it was discovered that the main
mistakes of partnership are the inability to clearly understand the legislative
framework and the lack of incentive tools for business and reimbursement. To
overcome the mentioned mistakes all the necessary changes should be made
on the legislative level, clear framework for risk sharing and future prefe-
rences should be identified. All of the above has proven that it is necessary to
develop clear instructions for signing concession agreements with determi-
ning the responsibility of each party depending on the amount of its contri-
bution and determining the amount of fines in case of violation of conditions.

The analysis of the theoretical and practical aspects of Public-Private
Partnership suggests the need for development of this direction, since it is
the cooperation of the state and business through the mechanisms of Public-
Private Partnership that will improve the quality of life of the population.
We consider it expedient to continue the research of public-private
partnership in the field of education and social sphere.

Further development of Public-Private Partnership in Ukraine should
be linked to using advanced foreign experience in the development of
regulatory and organizational foundations, the introduction of modern
models of Public-Private Partnership and effective mechanisms of the state
regulation and support.
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Ilpucsaocnrox A., Xmypoea B. Ilyoniuno-npusammue napmmuepcmeo: meopia i npaKmuxa.

Ilocmanoska npoonemu. Pozsumox cyuacrnoz2o iHKI103U8HO20 CYCHINTLCMEA BUMALAE
BUKOPUCMAHHSL HOBUX MEXAHI3MI6 CRisnpayi Mixc nyONiHUMU YCMAHO8AMU MA OI3HECOM.
3acmapini memoou He 00360MAI0OMb GUPIUUMU EKOHOMIYHI MA COYIANbHI NUMAHHS PO3-
UMKy ma 3abesnedumu supiuieHHs numatrs mpyooeoi miepayii. Came 3acmocy8anHs mexa-
Hi3MI8 NYONIYHO-NPUBAMHO20 NAPMHEPCMEA MOJXCe GUDIWUMU AKMYAIbHI  NUMAHHSA
PO38UMKY Kpainu 8 yinomy abo 3a npiopumemHuMu Hanpamamu.

Mema cmammi — 6uU3HAYUMU OCHOBHI NPOOIEMU NAPMHEPCMBA MIdC 81a0010 ma
0i3HeCcoM y CYUACHUX YMOBAX MA 3ANPONOHYEAMU WNAXU iX NOOONAHHA.

Mamepianu i memoou. Y pobomi 6uxopucmano maxi 3a2aibHOHAYKO8I Memoou, AK
CcUHmes, aHali3, NOPIGHAHH, AOCMPAKYis ma IHOYKYIs.

Pezynomamu oocnioxncennn. OOIpyHmMo8ano HeoOXIiOHICIMb GUPIULEHHS. AKMYATbHUX
NUMAaHeb NApMHePCmMea Ha PigHi Oepaicasu ma nionpuemcms. Ilpoananizosano ocobausocmi
3aKOHO00A8HOI 6a3u 3 0ePIUCABHO-NPUBANHO20 NApmHepcmea 6 Ykpaiuni. Busnaueno ocHo6HI
NOMUAKU NPU YKIAOAHHI Y200 RAPMHEPCMEa ma nepcnekmue 3acmocy8amHs.

Bucnoeku. Ilposedenuii ananiz meopemuxko-memoooI02iuHUX ma APaKmuYHUX acnex-
mig nyOIYHO-NPUBAMHO20 NAPIMHEPCMBA C8I0UUMb NpPO  HeOOXIOHICMb 1020 PO36UMKY,
OCKinbKU came cnienpaysi O0epicagu ma Oi3Hecy uepe3 MexaHizmu NyOnMHO-NPUBAMHO20
Nnapmuepcmaa Haoacms MONCTUGICINb NOKPAWUMU AKICIb HCUMMSL HACENeHHS, T Yell Hanpsam €
NePCReKMUBHUM MEXAHIZMOM 8NPOBAONCEHHS HOBUX TNEXHONIOI MA ONMUMATLHUM HA WIIAXY
PO36UMKY eKOHOMIKU I CYCRIIbCMEA.

Knwouosi cnosea: napmuepcmeo, nyOniuHO-npugamue NAPMHEPCmMeo, napm-
HEPCHbKI y2oou.
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DEMOGRAPHIC SUSTAINABILITY
AND ECONOMIC GROWTH:
THEORY AND METHODOLOGY

Essence and value of demographic sustainability at the terms of globalization are
reflected. The theoretical approaches to the definition of the mentioned category as basis
of endogenous economic growth are systematized. The ensuring factors of demographic
sustainability and the optimal proportions of reproductive process are identified and grouped.
Directions for the national socio-economic policy aiming to achieve demographic sustainability
are offered.

Keywords: demographic structure, demographic sustainability, economy growth,
economic strategy.

Henumanwk A. Jlemozpaguueckas ycmouuugocms u 3IKOHOMUUECKUN POCHL:
eonpocwet meopuu u memooonozuu. OceewjeHvl CYWHOCMb U 3HAYEHUE 0eMO2PAPUUeCcKOll
yemouuugocmu 6 yciosusix enovanuzayuu. Cucmemamuzuposansl u yenyoieHvt meopemu-
yeckue noOXo0bl K 0DOCHOBAHUIO 0OO3HAYEHHOU KAme2opuu KAK OCHOBbL 0becneyeHus
9HO02eHH020 pocma dKoOHOMuku. Hoenmupuyuposanvt u cepynnupoeanvl GHakmopol
obecneuenusi 0eMospapuueckol YCmoudueoCmu U ONMUMAIbHbIX NPONOPYULL OCIPOU3-
600cmeenno2o  npoyecca. Ilpeonogicenvl  HANPAGIeHUs peanu3ayuu  HAYUOHATbHOU
COYUANLHO-DKOHOMUYECKOU NOIUMUKU C Yelblo OOCMUIICEHUsT COCMOSIHUL deMozcpapu-
YecKou YCmoudusoCcmu.

Kniouesvie cnosa: nemorpaduyeckass CTpyKTypa, neMorpaduyeckas ycTOWYH-
BOCTh, 5KOHOMHUYECKHI POCT, IKOHOMHUYECKAas CTpaTerusl.

Background. The prolonged transit period in economic history of
Ukraine was marked by considerable changes in the demographic structure
of society. Social and demographic processes, complementing the deep
transformation phenomena in the system of public management, testified the
crisis and uncompetitiveness of traditional resources-oriented development
paradigm. As a result, the total size of Ukrainian population substantially
reduced; the changes in the structure of productive forces resulted in objec-
tively unsatisfactory level of functioning efficiency of economy industries,
and decline in public welfare. There are some actual determinants
of negative population dynamics; the state influence on those determinants
should be mediated. But there are also problems that could be solved by
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means of the national economic strategy’s implementation. Among the
fundamental categories of that strategy an important place should be
occupied by demographic sustainability that is able to act as an institutional
lever for economic growth.

In domestic specialized literature, the deep essence of demographic
sustainability remains one of the most important scientific issues.

Analysis of the researches and publications. The role of social and
demographic factors, including demographic sustainability, in ensuring of eco-
nomic development was studied by foreign scientists. In particular,
I. Hamiduddin investigates the phenomenon of social sustainability in the
context of globalization challenges [1]. N. Mistas, K. J. Mallen and J. Powell
study the influence of population aging on the rates of economic growth [2].
E. Boubtane, J.-C. Dumont and C. Rault examine the influence of migration
on the steady development of the OECD countries [3].

Among domestic scientists, we can say that O. Gladun and A. Romaniuk
investigated existing and forthcoming demographic tendencies in Ukraine [4].
The concept of sustainable management in modern economic systems as the
basis for their development is the result of scientific work of S. Kozlovskyi,
O. Rudkovskyi and A. Kozlovskyi [5]. The regional demographic aspects of
birth rate and maternity in Ukraine were studied by 1. Kurylo, S. Aksionov,
B. Krimer [6]. The research of E. Libanova [7] is devoted to the demo-
graphic change in the context of social development.

In the relevant literature, the issues of social and demographic pheno-
mena influence on the economic development processes were envisaged.
But a wide range of its methodological aspects is not studied enough.

The aim of this article is to analyze, to systematize and to develop
both theoretical and methodological determination approaches to the
category of demographic sustainability as well as to outline its role in the
economic growth processes’ acceleration under conditions of globalization.

Materials and methods. Theoretical and methodological bases of this
study are represented by the scientific works, addressing the problem
in question, of domestic and foreign scientists. Multidimensional character
of this research stipulated the introduction of methods and approaches,
allowing to provide its conceptual unity. Dialectical, system and structural
approaches, methods of analysis and synthesis, comparison, generalization,
and scientific abstraction were applied.

Results. National economic strategy must take different factors into
account, in particular demographic structure and social dynamics, which
determine the volume of productive forces that can be attracted in certain
moment of time, and determinants of the combined demand. Demographic
changes and their direct economic consequences are the classic objects of
research. However, the macroeconomic strategy’s preparation requires
introduction of demographic stability as the basic concept. To this day, in
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domestic science the categories of demographic changes and economic
sustainability were examined separately par excellence. Hence, the concep-
tual bases of demographic sustainability should be clarified and that
category should be implemented into the modern glossary of humanitarian
disciplines.

Demographic sustainability is important and necessary condition for
the successful realization of national socio-economic politics. While the
above category organically belongs to the western scientific discourse, in
the Anglosphere it is used limitedly as an unambiguous concept and has not
been clearly determined yet. For example, British scholars S. Annand and
A. Sen envisaged the multiple interdependences between human deve-
lopment and economic sustainability, introducing the category of ethical
"universalism" as the permanent society’s aspiration to impartiality of claims
between its generations. They came to the conclusion that the balance
between public impartiality, sustainable economic development, optimal
proportions of economic growth and requirements of the present day is vital.
However, they offered the methodology to evaluate the influence of the
changes in total population and its structure on the general proportions and
dynamics of reproductive process [8].

A.J. McMichael, C.D. Buttler and C. Folke offer the renewed
conception of addressing sustainability as an integral scientific concept,
covering the issues of socially responsible business, environmental defense,
quality of life, etc. Those objectives could be reached by massive decline in
the population’s morbidity and mortality rates with simultaneous increase in
life expectancy and intellectual capital. The public production scales should
be expanded as well [9].

In the newest domestic and foreign economic studies, stability is envi-
saged as a crucial element into the general concept of equilibrium. It is
assumed that the economic agents inherently aspired to bring the systems
(they belong to) to the optimal or equilibrium state, which is naturally
stable. Any system on micro-, meso-, macro- and global level can be
considered as stable, if it has an opportunity to change automatically to the
state of the greatest / optimal functioning efficiency.

It is necessary to differentiate fundamentally the concepts of con-
stancy, stability and sustainability in economic theory. Stability is some-
times interpreted as the particular state of the socio-economic system, when
the elements of endogenous and exogenous environment cause no imba-
lance between the rational combinations of available resources and dynamic
public demands. From the positions of elementary logic, the category of
stable development seems controversial enough, as stability, id est defi-
niteness and invariability, deeply conflicts with the nature of development,
that envisages ephemerality, transitivity, dynamism, and even inversion of
the corresponding system. Unclear definition of stable development causes
essential methodological problem and impedes the preparation of a sus-
tainable growth concept. The national paradigm of steady development of
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Ukraine determines the above category as an instrument to satisfy a wide
range of society’s natural, ecological and economic demands. Steady deve-
lopment conception faces the lack of humanistic accent. That fact causes an
institutional barrier and leaves the strategic reference-points of national
economy unachievable. At modern terms, the study of binary interde-
pendences between economic regress and progress becomes vitally impor-
tant. Economic progress is associated with a sustainable economic growth.

The theory of "de-growth" (or décroissance), where the system’s
constancy was envisaged as pre-condition of its regress, was formed by
J. Spangenberg and C. Kershner [10—-11]. In the vast majority of the cases,
positive and easily predicted dynamics of the system’s basic indicators
testifies its sustainability rather than stability. Explicitly stable system could
hide an implicit crisis. In that case, the systems functioning parameters
could deteriorate, and the systems could be faced with degradation. Society
is a quite difficult scientific object. So, it is expedient to apply the flexible
category of sustainability that methodologically admits some substantial
quantitative and quality inner changes (if the optimal structure of the system
is maintained and its development trends are positive).

Sustainability covers the strategic reference-point for the national
socio-economic politics and attracts scientific interest of numerous foreign
and Ukrainian scholars. E. Ostrom, L. Schroeder and S. Wynne [12] studied
the mutual dynamic determination of institutional stimuli and economic
sustainability in the context of demographic changes. More recent authors,
in particular M. Davidson [13], Y. Rydin [14], I. Hamiduddin [1], investi-
gate the issue of social sustainability as the component of demographic
balance in the context of active migration in Central and Western Europe,
identifying the character of expatriates’ relocation and the scale of their
contribution to the public production.

On the basis of sustainability’s classic determination, it is possible to
draw the conclusion that sustainable economic system corresponds to mul-
tiple-criteria simultaneously:

« on a macro-level it actively counteracts to the possible destructive
influence of exogenous factors, mimicries and adapts to the changes of
environment, maintaining its own uniqueness and identity, adopting some
progressive external modifications that potentially are able to ensure
a positive effect;

« on a micro-level it supports optimal dynamic multiple proportions
between the elements of endogenous environment in accordance with the
selected development strategy and taking the lagged effects into account;

« on a meso-level it directly co-operates with analogical and comple-
mentary industrial and regional systems;

. at general level it dialectically takes and determines the global
economy’s development vector [5].
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Based on the mentioned criteria, a rigid economic system is not
obligatory determined as sustainable. If the system keeps its own functional
validity and achieves planned / desirable performance indexes and stan-
dards, it could be described as sustainable. The state of the system that does
not develop, while supporting the equilibrium of its elements for a long
time, could be identified as stagnation. If substantial internal disproportions
help to maintain the system’s equilibrium, the system is on the critical limit
of sustainability. At modern terms, the concept of sustainability organically
combines with the concept of potential. If the system’s potential is rising,
while the deviation of its statistically significant parameters is minimal, the
system is sustainable [5].

The named criteria are definitely specified, deriving from the determi-
nation of demographic structure of society. Positive empiric experience
gives an opportunity to refine the attributes of demographically sustainable
system under conditions of globalization:

« automatic (absolute) elimination of the exogenous destabilizing
factors’ destructive influence (for example, emigration of the people with
high qualification and immigration of low-skilled or unqualified workers
and economically inactive population) by the means of built-in mechanisms,
instruments and levers of social, educational, medical, fiscal, migratory, and
cultural politics;

. operative perception of essential transformations in the society’s
structure with absolute maintenance of national identity, simultaneous
adaptation to progressive external modifications (in particular, cultural dif-
fusion) that are able to ensure a positive effect in prospect;

« permanent support of optimal or maximally close to such dynamic
multiple proportion between the elements of endogenous environment (accor-
ding to the theory of social stratification);

. inclusion into the globalization and regionalization processes, partici-
pation into the international division of labor;

« inertia and predictability of the population’s size and structure.

There is a wide range of problems to be solved in the determination
process of demographic sustainability (as a category) and its integration into
the national economic strategy. Those problems stipulate and logically
determine the possible tools for direct and mediated impact on both
economic and biosocial facets of social ontology in the context of dual
population dynamics under conditions of globalization.

In the Anglosphere two similar but not identical categories — demo-
graphic sustainability and stability — are used to define the system’s
equilibrium. The first category is suitable to characterize the plurality of
demographic processes: it determines the dynamic equilibrium of probable
changes in the structure of society.
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Demographic sustainability is not integrated into the lexicon of
Ukrainian science. So, there is an objective discrepancy between the chosen
strategic priorities of development and the immanent potential of national
economic. Economic growth and a qualitative increase in the level of social
welfare require the implementation of an adequate socio-demographic
policy. Therefore, it is expedient to examine demographic sustainability in
the context of modern scientific schools and taking the specific conditions
of Ukraine into account.

The assessment of the nature and scale of the demographic factors’
impact on economic development was a controversial issue for a long time.
The natural and mechanical aspects of population dynamics were studied
separately. Regarding the natural movement, there were made some
attempts to observe the effects of the changes in fertility and mortality rates
on the economic growth rate. However, the investigation of pair correlations
gave quite controversial results. The initial hypothesis about the dense
interconnection between demographic and economic variables was not
confirmed. Thus, some multiple correlation dependencies should be speci-
fied and panel studies should be conducted as well.

The convergence of demography and economics into a powerful
interdisciplinary trend took place in the Western scientific colloquy at the
turn of the 1970s and 1980s. J. L. Simon and R. Gobin, studying the
relevant socio-demographic and economic interdependences for the
developing countries, identified that increase in the fertility rate had a
lagged effect on the economic growth. The results of social production,
obtained in the late 1970’s, were directly linked to the economic activity of
individuals, who were born much earlier [15]. Scientists were unable to
achieve a certain conclusion about the impact of demographic dynamics on
economic growth in the short-term. But they made the hypothesis that such
interrelation exists in the long-term.

On the basis of the international comparison of the rates of economic
and population growth, R.D.Lee also did not detect a stable and
statistically significant relationship between the mentioned indicators, but
assumed that in the long-term demographic dynamics would have a sub-
stantial effect on the scale of social production [16]. A.J. Coale remarked
that high rates of per capita income growth are typical to the societies with
lower fertility and mortality rates, notably to the countries with a stable
demographic structure [17]. The existence of the expected inverse inter-
relation between those parameters was not proved.

D. E. Bloom and R. B. Freeman noticed that countries with compa-
rable rates of economic growth may fundamentally differ in terms of
fertility and mortality, which does not give an answer to the question of the
population growth’s impact on the scale of social reproduction [18].
D. Blanche did not elicit a considerable connection between increase in the
current fertility rate and economic growth. He found out that for the
societies with lower mortality rates and higher average prospective life
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expectancy, which is also considered to be an indicator of demographic
sustainability, the income per capita growth rates are higher [19].
J. A. Brander and S. Dowrick [20] as well as R. Barlow [21] came to the
conclusion that the optimal retrospective fertility rate determines the supply
of labor and thus leads to acceleration of economic growth. The dependence
between the current birth rate, on the one side, and the economic growth
rates and investment activity, on the other, is negative. Increase in the
current fertility rate intensifies consumer demand. The authors proposed to
take the lagged effect of fertility on economic growth into account. The
economic activity of the population should be evaluated regarding the
methodology of the International Labor Organization (ILO).

A.C.Kelley and R.M. Schmidt consistently investigated the
interdependencies between the changes in the aggregate population and the
rates of economic growth in developed and emerging economies in order to
identify the basic determinants of demographic change [22]. According to
the results of their research, until the 1970s, the interrelation between those
variables was absent. However, since the 1980s, two opposite trends showed
up. For developing countries, the absolute growth of population influenced
the growth rate of macroeconomic indicators mainly negatively. There
could be a positive relationship between those indicators for advanced
economies. The authors discovered the statistical significance of the popula-
tion’s growth rate, its total number at a discrete time and density. It was also
found out that demographic changes in society had fundamentally different
economic effects in the short- and long-term. D. E. Bloom and J. D. Sachs
investigated the impact of the changes in the demographic structure of
society on macroeconomic dynamics in developing countries [23]. The
authors statistically confirmed the steady and relevant negative correlation
between the rate of population growth and the change in the scale of social
production for that sample of countries. They emphasized the need for
integrated research, since demographic factors should be analyzed in an
inseparable unity with agro-climatic zoning as well as sanitary and epide-
miological factors. T. Lindh and B. Malmberg, within the framework of the
neoclassical model of economic growth, analyzed the influence of the age
structure in the Organization for Economic Cooperation and Development
(OECD) countries on the corresponding rate of the social reproduction
process during the 1950-1990s. Their study gives the grounds for modifying
the socio-demographic policy [24]. N. Maestas, K. J. Mullen and D. Powell
analyzed the US demographic statistics from 1980 to 2010. They found out
that the aging of the nation slows down the growth due to a reduction in the
supply of labor and decrease in production processes [2].

Migration as a factor of demographic sustainability is highlighted in a
number of publications. J. Dolado, A. Goria and A. Ichino successfully
integrated the statistical evaluation of migration into the Solow—Swan model
of long-run economic growth [25]. The authors reached a conclusion that,
for the OECD countries during the period of 1960-1990, the immigrants’
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contribution to the accumulation of human capital played a role of
a compensator (at least partly) for the negative effect of the dilution of capital
and changes in the size and structure of the population. Later migration was
included into the endogenous models of economic growth, especially in
terms of the immigrants’ contribution to the technological and innovation
development. Y. von Hagen and U. Waltz studied migration processes on
the endogenous development model for the two countries. They concluded
that the nature of migration’s impact depends on the specialization of each
of the studied countries as well as on the training and level of competence of
migrants [26]. At the same time, P. E. Robertson, using the Uzawa-Lucas
model to analyze migration processes, proved that the influx of low-skilled
or unskilled immigrants leads to a decline in economic development [27].
P. Lundborg and P. S. Segerstrom in a series of publications proved that free
labor migration generally leads to acceleration of economic growth [28-29].
Professor L. Bretschger got the similar conclusion [30]. E. Boubtane,
J.-C. Dumon and C. Rault examined the impact of migration on the
economic development of 22 OECD countries over the period from 1986 to
2006 [3]. According to the scientists, firstly, there is a positive statistically
significant influence of the human capital inflow on macroeconomic
indicators; secondly, the permanent growth of migration flows leads to an
increase in labor productivity.

As demographic processes have an objective historically prede-
termined and inertial nature, it is appropriate to consider the institutional
mechanisms for achieving and maintaining sustainability in society under
the influence of independent exogenous factors. Modern British researchers
Anand and Sen, assessing the sustainable development prospects under
conditions of the intellectual capital intensified production, relied on the
theoretical statements of F. P. Ramsey. In their theory, development could
be considered as sustainable, if there is no essential decline in public
welfare. So, the possibilities of reduction in the population incomes, private
consumption and volumes of physical capital are minimized. The authors
renewed R. Solow’s ethical and economical concept of "intergenerational
equity". In that theory, mitigation was accepted to be one of the instruments,
allowing to maximize total welfare of different generations, to achieve an
acceptable social redistribution’s level as well as to develop a conscientious
attitude to non-renewable resources. The harm (that was done to the future
generations) shod be minimized, involving some inner compensators [8].

Demographic processes and their impact on the national economy are
also in the focus of domestic researchers. Academician S. Pyrozhkov
developed the concept of demographic development, which reflected
a number of actual demographic variables (in particular, fertility, mortality,
migration etc.), the consistent study of each one was an independent
scientific task [31]. The character of demographic processes required to use
different cognitive techniques. However, a need to search for a universal,
complex model of demographic processes (that would characterize their
impact on the level of economic development adequately) was detected.
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Academician E. Libanova focused on the category of demographic changes
in the context of social development. According to the researcher, national
demographic shifts should be considered in the context of regional trends in
order to carry out a comparative analysis of their causes and consequences.
At the same time, a long-term scientific forecast and a national strategy for
economic growth should be developed as well. Demographic processes
were considered by E. Libanova as the result of implemented national
economic policy [7]. V. Steshenko explored the ways to overcome the gnostic
crisis in the context of a new demographic knowledge’s formation [32].
O. Gladun and A. Romanyuk developed a statistical methodology for asses-
sing socio-demographic processes in a historical retrospective and appro-
aches to identify possible demographic and economic losses of the country
in the context of global crises [4]. I. Kurylo studied the problems of
ensuring sustainable economic growth and modification of social policy
under objective conditions of population aging [6]. E. Kachan examined the
complex effect of factors, which influenced the labor potential’s
reproduction in the context of modern demographic changes [33]. Attention
of domestic scientists was devoted to the reformation of redistributive
processes’ system. Nevertheless, demographic changes influences financial
sector, in particular, pension provision and tax obligations.

Thus, demographic sustainability is simultaneously the consequence
of a well-balanced national economic policy, the result of a long-term evo-
lutionary social development as well as the evidence of controllability and
predictability of socio-demographic processes. The initial hypothesis is the
assumption that it is appropriate to ensure demographic sustainability as the
basic condition for a long-run economic growth. In order to identify the fac-
tors of sustainability it is expedient to study the nature of the demographic
processes’ impact on the basic macroeconomic indicators. It can be assumed
that the change in GDP per capita (as an indicator of the real economic
growth) depends on a plurality of socio-demographic parameters in a way as
it is shown in model I:

sGDPPC- f [z D,], )

where GDPPC; — GDP of the gross domestic product per capita in country i;
Dj — significant socio-demographic indicators in the country i.

In western estimation practice, the above mentioned indicators include
the growth rates of the population size and density, the specific weight of
economically active population in the general structure, fertility, mortality,
and morbidity rates, etc. Those indicators could be used during the initial
assessment of the demographic processes’ impact on economy. Meanwhile,
the results of such assessments are quite difficult to interpret due to the mutual
inter-influence of the factors and the lagged effects. The aggregate productive
capacity of the national economy is determined by the multi-factor production
function. Under modern conditions, in the most general form, that function can
be represented by model 2:
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GDPi:f(Ki’Li’Hi’Ri’Ti)’ (2)

where K; — the amount of physical capital in country i;
L; — the amount of labor force in country i;
H; — the amount of human capital, which depends mainly on the availability
of public education and healthcare in country i;
R; — the volume of other resource determinants of production in country i;
7; — the level of technology that had achieved in the country i.

Arguments of this model require the use of various valuation techniques
and a certain scientific abstraction in determining the scale and nature of the
variables’ impact on the result. Even the amount of physical capital (the classic
object of analysis) undergoes permanent and tangible changes that affect on
its productive potential, but. Those changes are not always adequately
reflected due to the implemented accounting practices (even if they are close
to the international standards).

The technological factor determines the effectiveness of a productive
function. In general, it can be approximately estimated on the basis of multi-
level comparative cross-country analysis. Therefore, empirical evolution of the
demographic processes’ impact on economic growth is carried out using the
modified version of the production function (model 3):

AGDPPC;,,.,= f \GDPPC;- X.: Z.....) 3)

where AGDPPC;,,+;) — the potential change in GDP per capita level over the
interval (¢, t + 1);
GDPPC, — the initial GDP per capita level in the country at time ¢;
X, — significant actual economic and socio-demographic factors of influence
at the beginning of the investigated period;
Zu ) — 1s a set of significant factors that have a long-term effect over the
interval (¢, t+1) and acts both on economic and related development
determinants, in particular on the stocks of savings, investment returns, social
and political stability, and the like.

Due to the effect of the technological factor the nature of the binary
dependence between AGDPPCi;.+;) and GDPPCj, is complex and ambi-
guous for interpretation.

The socio-demographic factors’ impact on economic growth in general
depends on:

« the general level of economic development of the state or region;

« both modern and retrospective (with the lagged effect) ratios of morta-
lity and fertility;

« the nature and the general character of migration processes, in parti-
cular the educational and professional training and the level of competence
of migrants, their production and business culture, etc.
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Therefore model 3 is modified in a certain way in model 4:

AGDPPC;,..,=f lGDPPC. X,.Z..\D.... D...~GDPPC] (4
-|CFR... LFR......-CMR....

tyt+n

where D, .+, — the socio-demographic factors that have a long-term effect effect
over the interval (z, +n) and act on economic determinants of development;
CFR, 1+, — the current fertility rate;
LFR, ;5 +n 15— the lagged fertility rate (taking the 15-year lag into account);
CMR; ,+, — the current mortality rate.

The impact of a retrospective birth rate is justified by the estimation
methodology of the economically active population used by the ILO, because
15 years have to pass from the birth to the complete transformation into an
economically active person. The proposed method is imperfect, it does not
take the mortality of infants, children and teenagers under the age of 15 into
account. Nevertheless, numerous empirical studies prove the validity of the
hypothesis that there is a link between the retrospective fertility and the
current level of social production efficiency.

The category of demographic sustainability complements the theory of
intellectual capital. The owner of that capital is the person, characterized by
the rational thinking, competence, good will, health and creative potential. So,
that person is totally responsible for the effectiveness of the national
economy’s performance. Demography directly and indirectly affects on the
efficiency of the national wealth accumulation.

Theoretically, it is possible to refine and to group together the following
factors for ensuring demographic sustainability and optimal proportions of the
reproduction process:

macroeconomic (real gross domestic product per capita based on
purchasing power parity; real gross domestic product growth rate; average
income and property differentiation of the population; inflation rate
(consumer price index); total volume and compositional structure of public
expenditures; government and private spending on human (intellectual)
capital development, in particular on science and education, health care,
spiritual and physical development, etc., adequacy and equity of the national
fiscal policy’s tax component);

socio-political (general development and democratic institutions
quality of Rechtsstaat and civil society; level of the citizens’ legal
consciousness and culture; efficiency and transparency of the public
administration system; general development level of local self-government
bodies; institutions network of social infrastructure; the humanistic direction
of socio-demographic policy; quality control of public services);

natural, in particular ecological and geo-climatic (the state of the
environment; agro-climatic potential; natural resource potential; specificity
of geographic location);
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socio-demographic (general size and population density; sex-age
structure of the population; share of economically active population as well as
the share of people under the age of 15 and over 65 in the general structure;
actual levels of employment and unemployment; the total fertility rate
(current and retrospective, taking 15-year lagged effect into account);
mortality rate, including persons of working age; average life expectancy at
birth; migration);

socio-cultural (quality and accessibility of education; average years of
schooling of adults is the years of formal schooling received; academic
mobility, quality and availability of medical services; level of spiritual needs
saturation of the population).

The assessment of demographic sustainability is objectively complicated
by the mutual interrelation between those factors. For example, increase in the
current fertility rate enhances the burden on the public finance system (forcing
redistributive processes, inducing the overall consumer spending and reducing
the level of savings and investment activity (especially in the context of weak
institutional framework for financial relations) [34-35]. However, the inten-
sification and changes in the consumption structure can play the role of an
implicit lever of social production revitalization. The population aging is
expected to have a negative effect on economic growth. Meanwhile, the quality
improvement and permanent renewal of the medical services range, increase in
their accessibility, in particular through the gradual implementation of the
insurance medicine mechanisms, and other positive changes in the field of
public health protection will predictably positively affect on the preservation of
the population’s creative intellectual potential and, therefore, compensate the
mentioned destabilizing effect. There is a constant need to improve the methods
for demographic sustainability assessment.

Conclusion. Demographic sustainability is the society’s ability to
support automatically and — using implicit compensators — to restore its own
structure in the context of social stratification, regarding a set of significant
parameters, including the economic activity level as well as educational,
professional and competence training; demographic sustainability
optimizes the production proportions of intellectual and physical
capital, provides intensification and continuity of production, increases
the population welfare. The complex of demographic factors, in particular the
dynamics of population size and density, the share of economically active
persons in its structure, fertility (current and retrospective) and mortality rates,
average life expectancy, influences on a long-term economic growth. Under
conditions of globalization, the problem of migration is actualized: the
mismatches in the educational and qualification levels of emigrants and
immigrants can disrupt the balance of productive forces. Demographic
sustainability is a strategic task for the national socio-economic policy; it is
the necessary condition to optimize the scale and proportions of public
production. To achieve demographic sustainability, a tight coordination of
social, fiscal, migration, and cultural policies is required.
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Henumaniok A. Jlemocpagpiuna cmiiikicmb ma eKOHOMIYHe 3PDOCHAHHA:
numanua meopii i Memooon0zii.

Ilocmanoska npobénemu. 3minu yucenbHOCmi ma CMpPYKMypUu HACENeHHs uepe3
NPUPOOHULL A MEXAHIYHULL PYX BUSHAYAIOMb MACUIMAOU HAYIOHATLHO20 8UPOOHUYMEA.
Xapaxmep 3a3Hauenux 83a€MO3anedHCHOCHEl NOMpeOYe GUGHEHHs 3 0210y HA HeobXio-
HiCMb NONINWEHHA cucmeMuy nYOIiYHO20 AOMIHICMPYB8AHHA Ma NIOBUWEeHHA DieHs 000pO-
oymy. Dopmysannss HAYIOHANLHOI MAKPOEKOHOMIYHOI cmpamezii eumazac IHMpoOYKYii
Kameeopii demoepaiunoi cmitikocmi K 0CHO8U 3a0e3neyeHHs: eHO02EeHH020 3POCMAHHSL.

Memoro cmammi € ananis, cucmemamu3ayis ma po3eUMOK MeopPemuKo-memooo-
JIO2TYHUX NIOX00I8 00 BU3HAUEHHS Kame2opil democpaghiunol cmitikocmi ma oKpecieHus: it
POl y akcenepayii npoyecié eKOHOMIYHO20 3DOCMAHHS 8 YMOBAX 2100ani3ayil.

Mamepianu ma memoou. Teopemuxo-memooonoeiuHo0 6a3010 00CTIOHCEHHS € HAYKOBI
npayi 3apyoincHUX ma eiMYUHAHUX GUEHUX 3 00paHoi npobremamuku. bazamoacnexmmuii
xapakmep 06’€kma i npeomema GUBYEHHs 3YMOBUE IHMPOOYKYIlO cucmemu memooie ma
nioxodis, w0 003601UN0 3aDe3Neyumuy KOHYenmyaubHy €OHICIMb 00CHIONCEeHHS. 3acmoco-
8aHO OlANeKMUYHUL, CUCINEMHUL Ma CMPYKMYPHUU Nioxoou, Memoou aHanizy i cunmesy,
NOPIGHSIHHSL, Y3A2ANbHEHH S, HAYKOBOI abcmpakyii.

Pe3ynomamu docnidxycenun. Emnipuunuii 00c8io 00600umv, wo Ha 3MIiHY obcsacy
BBII uunums 6naue mMHodCUHG NPUPOOHUX (3A2ANbHA YUCENbHICTNE MA WINbHICMb HAce-
JIeHH3l, YACKA eKOHOMIYHO aKMUBHO20 HACENIeHHS ) 3A2aNbHill CIMPYKMYPI, PI6HI HAPOOXCY-
6AHOCMI MA CMEPMHOCI, CEPeOHs OUIKY8AHA MPUBANIICIb HCUMMSL MOW0) Mad MEXAHIYHUX
(xapaxmep i Ounamika miepayii, pisens Keanighikayii miepanmie mowo) paxmopis. JJocse-
HEeHHsl CMIUKO20 [ NPOSHO308AHO20 CMAHY COYIAIbHO20 Cepedosuya ma iHmespayisi
oemozpagiuHux 3MIHHUX 00 MOOeni SUPOOHUYOI (QYHKYII Mae nidguwumu pe3yioma-
MUBHICMb HAYIOHALHO20 8UPOOHUYMEA.

Bucnosku. /lemocpaghiuna cmitikicms — ye 30amuicms CycniibCmea agmomMamuyHo
niompumyeamu ma (i3 3acmoCy8aHHIM IMIIIYUMHUX KOMAEHCAMOopie) 8IOHOBII06AMU GIACHY
CMPYKmMypy 8 KOHMeKCHI COYIANbHUX CMpam 3a HUZKOKW 3HAYUMUX Napamempis, 30Kpema
WOoO0O0 PIGHSI eKOHOMIMHOI GKMUBHOCME, A MAKOJNC OCEIMHbO-NPOPECiliHOi ma KoMnemeHm-
HICHOI Ni020MOGKU, HA OCHOBI Y020 ONMUMIZYIOMbC NPONOPYLl NPOOYKYBAHHS iHMeENeK-
myanvho2o i hi3uuHo20 Kanimanuy, 3abe3nevyemvcsi IHMeHCUpikayis ma HenepepeHicmb
BUPOOHUYMBA, NIOBUWYEMbCSL Pi6eHb 000pobymy. [N 00CACHEeHHs 3A3HAYEH020 CMAHY
HeobXiOHA KOOPOUHAYIsL 3aX00i6 COYIANbHOL, (PICKANbHOL, Micpayitinol, KyIbmypHOL ROIIMUKU.

Kniouoei cnoea: nemorpadiuHa cTpykrypa, nemorpadiuHa CTifKicTh, €KOHO-
MIYHE 3POCTaHHS, CKOHOMIYHA CTPATETIs.
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THE BALANCED INDICATORS SYSTEM
IN THE RISK MANAGEMENT

The possibilities of mutual use of concepts of a balanced system of indicators and
risks management for ensuring effective strategic development of enterprises are explored.
Comparison of the processes of constructing a balanced system of indicators and risk
management system is carried out, their main similarities and differences are determined.
The analysis of the differences and similarities between key performance indicators (KPI)
and key risk indicators (KRI) in the process of performing their functions, respectively, in
a balanced system of indicators and risk management. The relationship of approaches
to the formation of KPI and KRI is determined. The methodical principles of an effective
combination of managerial concepts of a balanced system of indicators and risk mana-
gement have been developed.

Keywords: balanced indicator system, risk management, key performance
indicators, key risk indicators, risk appetite.

Deoynosa U. Coanancuposannas cucmema noxkaszamesneii 6 yHPAgieHUU
puckamu. Hccne0osanvl 8O3MONCHOCMU B3AUMHO20 UCHONb308AHUS KOHUEenyuil cOanan-
CUPOBAHHOU CUCMEMbl NoKa3ameiell U puUck-meHeodcmenma ois obecneuenus 2(hgpexmus-
HO20 cmpamezuyecko2o pazeumusi npeonpusmuil. Ilpogedeno cpaenenue npouyeccos
nocmpoenus coOaNancUpoOSanHol CUCmeMbl NOKA3Amenell U CUCmembvl YRPAaeaieHus pUCKamu,
onpedenenvl UX OCHOGHble cxo0cméa u pasziuyus. Ilpoananuzupoeanvt  paznuyus
u cxoocmea knovesvix noxkazamenei 3gpgexmusnocmu (KPI) u kniouesolx uHOUKAmopoe
pucka (KRI) 6 npoyecce 6vlnonneHuss umu c80ux (HYHKyull, COOMEemcmeeHHo, 6 coa-
JAHCUPOBAHHOU cuUcCmeMe nokasamenell u puck-meneodcmenme. Onpeoenena 63aumocesisb
1n00x0006 k hopmuposanuio KPI u KRI. Pazpabomanvr memoouyeckue ocHosbl dhpexmus-
HO20 COYemanusi YnpagieH4eckux KOHYenyuil coaIanHCupoBanHoOl Cucmembl NOKasamenen
U PUCK-MEHEOANCMEHMA.

Knwuesvie cnosa: C6aJIaHCI/IDOBaHHaSI cucréMa HOKaSaTeJ'IeI\/'I, PUCK-MCHCK-
MCHT, KIIOUCBBIC I10Ka3aTCIIU 3(1)(1)6KTI/IBHOCTI/I, KIIFOYCBbIC HWHAWKATOPBI pPUCKA, PHUCK-
alllICTUT.

Background. In a modern market economy every management decision,
especially strategic in relation to the future development of an organization, is
always associated with a degree of uncertainty. In this regard, the problem of
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forming a unified strategy, which would provide for an effective management
system taking into account the risks associated with the stable economic
activity of the organization in the long run, becomes more and more relevant.

Analysis of recent researches and publications. The concept of Ba-
lanced Scorecard (BSC), developed by the American economists D. Norton
and R. Kaplan in the early 1990’s, has become the most popular strategic
management in recent years. The authors determined that the main task
of building a BSC for enterprise management is to use it to implement an
integrated strategy and budget process [1].

Continuing the development of this concept, some researchers studied a
balanced system of indicators and determined the main theoretical and metho-
dological peculiarities of its application in practice, in particular: M. Kizim,
A. Pylypenko, V. Zinchenko [2], L. Malaretz, A. Shtereverya [3], Yu. Melnyk [4],
representatives of the consulting company Horvath & Partners [5], etc. They
substantiated the sequence of its implementation, its integration with the
existing system of enterprise management, its business processes and providing
the necessary tools for developers.

In addition, many scholars considered the possibility of integrating
a balanced indicator system and risk management system [6-14]. In these
studies, modern concepts of risk planning based on BSC were considered;
the necessity and efficiency of their joint use for improving monitoring and
control of the activities of enterprises were discussed.

Further research on the ways of combining these two management
systems stems from the need to create a methodology for implementing this
concept and its application for synergy and strategic unity. This requires a sys-
tematic approach to building a strategy for enterprise development taking into
account different types of risks in the process of identifying target targets for
development, performance indicators responsible for their achievement and
developing measures that will help achieve the desired result.

The aim of this study is to develop methodological recommendations for
combining the managerial concepts of a balanced system of indicators and risk
management to improve the process of formalizing enterprise strategy.

Materials and methods. In the process of research methods of analy-
sis and synthesis of scientific information have been used.

Results. Complexity, unstructuredness and unpredictability of the envi-
ronment stimulated the search for effective tools of strategic analysis and
management. There were certain preconditions for this. So, the volume of
economic information is growing rapidly, much of it is controversial and
belated. The orientation of enterprises to financial indicators in the formation
of the strategy allows you to take into account only the past economic situation,
that is, the results of earlier decisions. In the economy, the processes of
integration are actively developing, which is manifested in increasing the size
of enterprises, complicating their organizational structure. There is a desire of
management of companies to strengthen the managerial function at the expense
of organic coordination of interests of different groups: shareholders, consu-
mers, partners, creditors. Instead, there is no complete information on the
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various aspects of entrepreneurial activity which plays an important role in
increasing the competitiveness of the enterprise. Traditional performance mea-
surement (profitability, sales volume, etc.) is not enough to make long-term
strategic decisions, since they are mostly focused on internal problems of the
enterprise rather than on external ones. Factors of the environment are of inc-
reasing importance for the future development of the enterprise. Among them
are the factors that affect the market situation, namely possible behavior of
consumers and competitors in the future, possible changes in the industry and
other components of the environment. In strategic management, enterprises
increasingly focus on weak signals and cannot predict the main determinants of
development.

The paradigm of determining the value and efficiency of the enterprise
activity was changing. From the DuPont Model and ROIs that were developed
in the first half of the last century, the number of tools such as economic value
added (EVA), interest income, taxes and dividends (EBITDA), market added
cost (MVA), aggregate stock return (TSR), cash flow return on invested capital
(CFROI), etc.

The main idea of the concept of BSC is to provide management in
concise and structured form as well as in the form of indicators system as
the most important information for it. This information, on one hand, should
be compact, and on the other, it is to reflect all the main aspects of the
company. This information must be applied to four aspects of activity:

e the financial focus, considering the effectiveness of the company in terms
of return on invested capital, as well as the attractiveness of its shareholders;

« the development of the internal capacity of the organization, internal
operational efficiency;

- customer satisfaction with the utility of goods and services of the com-
pany, the image of the company in the eyes of consumers;

o knowledge, skills, abilities and personnel training that affects the organi-
zation’s ability to perceive new ideas, its flexibility and constant improvement.

BSC effectively solves all these problems by managing key processes
such as translating vision into strategy; communication and link; business
planning; feedback and strengthening the knowledge of strategic manage-
ment. However, modern science and practice of using balanced indicators
do not pay enough attention to information about the various risks that
accompany the functioning of any economic system.

At the same time a risk management system is emerging and actively
developing. The precondition for the emergence and active introduction
of risk management in the activities of enterprises is also the complexity,
unstructuredness and unpredictability of the environment. The experience of
enterprises that suffer from the crisis of development and bankrupt indicates
the need for a preliminary assessment of possible adverse consequences and
the development of measures to prevent them.

BSC ensures the integration of financial and non-financial indicators,
taking into account the causal relationships between the resulting indicators and
the factors under which they are formed. This allows for detailed monitoring of
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the company’s activities in strategic focus, increasing the efficiency and
effectiveness of management decisions, controlling the most important finan-
cial and non-financial performance indicators that are targeted for the company
and whose degree of achievement determines the company’s movement
according to a given strategy. The value of these indicators reflects the
efficiency of both businesses in general and individually considered business
processes, structural units and human resources.

Risk management also contributes to the achievement of key enterprise
goals and optimal efficiency of the operation of the risk management system
within the framework of corporate governance, optimal efficiency of distri-
bution processes and the use of resources for risk management, forms timely
and complete information and analytical support for processes of decision-
making and planning of activities, develops processes settlement of the
consequences of implemented risks.

BSC and risk management have many similar characteristics, which
creates preconditions for their effective integration (fable 1).

The success of a company is always due to the extent to which the
company achieves its goals, which are determined in concrete performance indi-
cators, and the achievement of efficiency is always associated with risk. Thus,
there is much in common between the BSC and the risk management system.

It is impossible to talk about getting the result without taking into
account the possible deviation from it. In ISO Guide 73, Risk Management —
Vocabulary — Guide lines for use in standards, risk is seen as the state of
influence of uncertainty factors on goal achievement [15]. That is, relative
to the planned result — the goals to which the activity is directed, and
determines the possibility of deviation from the foreseen goals for which the
chosen alternative is carried out. There is a risk when an event is of practical
importance and affects the interests of at least one subject. There is no risk
without ownership and therefore requires the appointment of those
responsible for the consequences of risk decisions. Risk management is
aimed at identifying several alternatives to management decisions, the
choice of which is carried out under conditions of use of scarce resources.
All this can be seen in the BSC, which integrates into each division of the
company and provides operational and strategic plans that cannot be taken
without taking risks.

The "Gesetz zur Kontrolle und Transparenz, KonTraG Act", which is in
force in Germany, makes joint stock companies implement an early recognition
and risk management system. For the most part, the reason for the introduction
of a balanced system of indicators is the need to reorganize the existing risk
management system. In world practice, the concept of a balanced system of
indicators is now recognized as one of the most effective management
concepts, which allows you to translate the company’s strategy into a balanced
set of key indicators, broadcast its goals and objectives to the operational level.
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ENTERPRISE

The use of BSC as an integrative basis for embedding risk management
into the corporate governance system implies that its four projections reflecting
strategic objectives and key performance indicators form the basis for
systematic identification, classification and risk management of the company,
accounting for company-relevant risks and their identification multiplier effect
on BSC indicators. Such consolidation of key indicators of company efficiency
and associated risks ensures synergy of financial and economic potential of the
company and its risk potential, their influence on achievement of strategic goals
of the company. Correlation of the objectives of the BSC and its key indicators
with specific risks and their indicators will allow determining in advance the
impact of risks on the achievement of strategic goals, which in turn will be
timely taken into account and ensured by measures to reduce them.

The synthesis of special literature [5—15] and the practice of a number
of firms has allowed to identify four fundamentally different approaches to
the integration of risk management and a balanced system of indicators, the
use of which allows for more reasonable management decisions:

« supplement of the classical BSC with the "Risks" unit;

« inclusion of risk related aspects in the system of strategic goals and
indicators of the BSC;

. development of a special system "risk — BSC";

« BSC modification, based on the success factors of the company, —
"expansion of the classical BSC".

The first version of integration implies the immutability of the four
blocks of classical perspective of a balanced system of indicators. To do this all
risk-management objectives, key indicators, their acceptable and target values
as well as measures for their achievement are made in a special supplementary
block. This approach violates the general logic of the division of all key
performance indicators in separate perspectives that do not overlap, although
they have cause-and-effect relationships. The risks identified in a separate
perspective, in fact, are to be related to each of these perspectives and duplicate
the possibilities of achieving their goals.

The second option for integration suggests that for each perspective, the
BSC further develops additional indicators that analyze risks. In this version of
integration there are preventive indicators which in advance reflect the
dynamics of the development of strategic factors of success. Within this
approach it is useful each prospect BSC determines its risks and their accep-
table level, which is determined by the risk appetite for each sphere of activity.

The third variant of integration is based on the BSC modification, in
which the structural blocks in the classical BSC are replaced by strategic
success factors, which may vary depending on the specifics and needs of a
particular company. For each strategic success factor, your own BSC is being
developed. For strategic success factors, key indicators reflecting the potential
of the company are being developed. For the risks there was specially formed
the BSC that is consistent with these strategic success factors. The risks from
the external environment are taken into account in a separate block of this BSC
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"external environment". The hypothesis on which this concept is based is that
the successful implementation of a company’s strategy means its concretization
and effective implementation at lower levels of management, which depends on
more or less limited number of strategic factors of success. In this approach,
success factors are associated with the strategic goals of the company and the
BSC. This concept can be useful for enterprises with a certain market and
technological specificity, where it is advisable to replace the classic BSC
perspectives with key success factors. At the same time, the goals of enterprise
development and risk management will take into account the specifics of the
company’s external and internal environment. Clarifying the context of risk
will most fully determine the internal and external parameters that will be taken
into account when identifying key success factors and potential development
trends. Risk can have negative and positive effects that can, respectively,
improve or worsen the results of activities, that is, achieving goals is considered
simultaneously as opportunities and risks. In the "risk — BSC" system, an
analysis of the capabilities, on one hand, and risk analysis on the other hand
carried out. Thus, strategic success factors are opportunities for a company that
is opposed to one or more risks.

The fourth integration option involves identifying strategic success
factors for which each BSC is built. Special BSC is being developed for risks.
For each strategic goal, not only the indicators but their target value is deter-
mined; also the risks that can affect the achievement of the goal. "Extended
BSC" is developed both for the enterprise as a whole and for its individual
strategic units, while each of the BSC units is supplemented by indicators of
risks and factors of their influence. The advantage of this approach is that it
defines the relationship between the company’s strategic goals, key perfor-
mance indicators and possible risks, and specifies the firm’s strategy that pro-
motes the effective implementation of the strategy.

Consideration is also given to the use of the BSC matrix together with the
SWOT analysis. At the same time, for each prospect BSC analyzes opportu-
nities, threats, advantages and disadvantages. This is useful in terms of a tho-
rough analysis of effectiveness and risk, but does not define indicators for
strategy formation and risk indicators.

Integrating risks into the system of key success factors BSC provides
a clear understanding of the relationship of risks with the processes of operation
and development of the company and increases the efficiency of risk manage-
ment based on their productive differentiation and system integration. The
control and responsibility for the achievement of individual goals is fixed by
the specific employees of the company. Integration of BSC and risk mana-
gement should be ensured in such a way that the benefits of both approaches
persist, and the potential for integration is used most fully.

One of the key principles of risk management is the principle of matching
the strategy. Corporate risk management functions as part of the overall deci-
sion support system for management in the process of achieving strategic goals
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and aims at identifying events and factors that influence the achievement of the
objectives. Risk analysis is used in the design and development of a deve-
lopment strategy, while the latter includes the definition of risk appetite of the
company at the stage of choosing strategic alternatives and when setting goals.
Risk management takes place in such a way that they do not exceed the com-
pany’s readiness to take risks. All this allows for effective strategic management.

The risk management system as well as a balanced system of
indicators is based on the use of indicators (so-called early indicators). In
both systems, measures are needed to achieve the goals of reducing risks.
Integrating a risk management system into a general management system is
most effective if it is directly related to the strategic objectives of the enterprise.
Establishing the link between measures developed within the framework of
a balanced system of indicators and measures of the risk management system is
carried out on the basis of analysis of measures that promote the achievement
of strategic objectives with an acceptable level of risk.

The BSC authors conceptually distinguish indicators with target values
within verbally formulated strategic goals, as well as strategic maps and
strategic measures. It should be determined which aspects of the prospects of
"Finance", "Clients", "Processes" and "Potential" will focus on the manage-
ment’s attention, where the main resources will be directed and how individual
goals are interlinked. Causal chains ("strategic map") represent an important
form of description of the strategy, through which it is possible to quickly
inform employees about the measures necessary for implementation of the
strategy. Identification of risks also involves a causal analysis with the defi-
nition of symptoms, causes and their consequences. Thus, the BSC can be
considered as an organizational structure that enables to expand the capabilities
of measurement, assessment and control at the level of strategic and operational
management of a company with risk taking into account.

For a number of purposes, both in risk management and in the overall
management of the organization, indicators key indicators are used. The
differences between risk indicators, control and effectiveness of the strategy
are often insignificant and may coincide.

The basis for the BSC is the so-called key performance indicators, or KPL
The main difference between the balanced system of performance indicators
from an arbitrary set of indicators is that all KPIs that are part of a balanced
system are, firstly, oriented towards the strategic objectives of the enterprise and,
secondly, are interconnected and grouped according to certain features. KPIs
should be easy to measure and have qualitative or quantitative expressions.

Key Risk Indicators (KRI) are quantitative indicators of risk sources
(factors). They play an important role in the concept of risk management, act as
a monitoring and risk control tool and help identify potential risk events. KRIs
cover various types of performance indicators of the organization, provide
useful information about potential risks that may affect the organization’s goals.
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The selection and development of the KRI begins with an analysis of the goals
and the identification of the risks that may affect these goals, they act as early
indicators of the dangers. KRIs allow monitoring of the dynamics of changes in
the level of risk events for the reporting period, which is a signal for
management to take the necessary risk management measures, and also outline
the risk appetite of the organization.

Table 2 shows the differences and similarities between KPI and KRI
indices in the process of performing their functions in management.

Table 2
Comparison of KPI and KRI
KPI B BSC (Stretch-Targets) | KRI in risk-management
All the participants in the business concern the matter

Determine the possibilities and the level of Determine the possibilities and degree
achievement of the determined goal of deviation from the defined goal

Determine the current level of exposure
Completely reflect the goal and risk exposure in the future

Must be quantitatively measured
Depending on the results of benchmarking, customer
and employee surveys past performance data and business evaluation

Determined by the team of senior Leading specialists and top managers
management of the relevant unit can be involved in the determination
It is the basis for identifying strategic It is the basis for determining the measures that
measures and projects that contribute to the contribute to the achievement of the target indicators
achievement of the targets taking into account the established risk appetite
Adjustment of indicators and measures takes
place taking into account available resources; | Must be simple in interpreting and controlling
is the basis of the budget
Must correlate with already existing Responsible for achieving the goal should be able
indicators (within the causal relationships) to influence the value of the proposed indicator
Must have a time interval of achievement Regulated by the.concept .Of acceptable ri§ k .

and determined risk appetite of the organization

Source: developed by the author.

There are lots of common features between KPI and KRI, because the
risks and strategies of the company are interconnected. One does not exist
without the other; they need to be considered in the complex. The essential
difference between them is the establishment of risk appetite by the com-
pany’s top management towards the targets. Risk appetite is: a strategic factor
associated with the achievement of the goals of the organization; an integral
part of corporate governance; multidimensional parameter, including the
achievement of goals in the short and long term strategic planning prospects,
promotes efficient allocation of resources, provides control over the level of
risk, and determines the organization’s attitude to risk.

After identifying the risks and identifying key risk indicators, they are
assessed. To assess KRI, the probability of occurrence of a risk situation and
its impact on the activity of an enterprise are determined.

Significance is an assessment of the seriousness of the consequences
of a potential failure for the system, the subsystem, or for the consumer.
This is applicable only for the consequences of this risky event (refusal,
discrepancy). It is possible to evaluate on a scale from 1 to 10, where 10 is
rank of the worst consequences.
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Probability of occurrence is a quantitative measure of the probability of
occurrence of an event, which is determined by the number in the range from
0 to 1, where "0" means the impossibility of the event, where "1" is obligatory.

In some techniques, the probability of occurrence is also defined as the
ability to detect or establish presence, presence, fact of danger or its cause by
the available methods of control. This is an assessment of the potential of
proposed management actions to identify potential causes or to identify the
next type of failure. A list of all applicable control measures is drawn up to
prevent the occurrence of each outcome, and a rank is assessed that
characterizes the possibility of preventing this effect.

The result of such an assessment is the risk assessment, namely the
comparison of the results of the risk analysis (presented as risk levels) with the
risk criteria to determine the acceptability of these risks in general and/or their
values in particular. Risk assessment is necessary for further decision-making
on the development of risk management measures. As a result of such
a mapping, risks are mapped.

Matrix risk map is a graphical and textual description of a limited number
of organizational risks located in a rectangular table, one "axis" of which
indicates the force of influence or significance of risk, and the other — the
probability or frequency of its occurrence. In cases where the qualitative-
quantitative scale of probabilities and consequences is used to measure the
risks, then the whole range of risks is divided into cells. Thus, the identification
of key risk indicators that may be the cause or the risk or the best opportunity is
being identified.

Conclusion. The practice of introducing a balanced system of indicators
proves its effectiveness. The use of a balanced system of indicators, in addition
to its direct task of evaluating efficiency, opens up the opportunities for
strategic management of the company in conditions of instability and varia-
bility of results, as it allows the company to understand its goals and objectives.
Allocation of indicators is impossible without a clear presentation of the
strategy and course of the company. That is why management needs to prio-
ritize strategic and operational goals. Then revisit them and choose the ones that
most accurately reflect the requirements and expectations of all stakeholders.
The part of a balanced system is, firstly, oriented towards the strategic
objectives of the enterprise and, secondly, it is interconnected and grouped
according to certain features. KPIs should be easy to measure and have quali-
tative or quantitative expressions.

The BSC and the risk management system together allow for constant
monitoring. Such control will be very useful for the enterprise, since control
processes are optimized with the control obligation. Accordingly, each
interested participant contributes to the overall result, and the common goals
correspond with the individual.

BSC and a combination of risk management systems make it possible for
businesses to be more transparent and understandable for each employee.
Building a strategic BSC map within the framework of risk management in
details the activities allow to identify problem areas and prevent losses.
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Despite all the difficulties, when implementing the project of creating a
balanced system of indicators in combination with the system of risk
management, the company achieves its goals: employees are introduced to the
strategy, a mechanism for monitoring its implementation; there is motivation
for both efficiency and prevention of hazards. The main benefit lies in the fact
that all components of the company begin to work in a coherent way, as there is
a unified understanding of the strategy at all levels of management, indicators
are identified that are convenient for operational management, the basis for
other development programs and reorganization of the management system.
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Deodynosa l. 36anancosana cucmema nOKA3HUKI@ 6 YNPAGIIHHI pUSUKAMU.

Ilocmanoska npoénemu. B ymosax negusnHauenocmi yHKYiony8ans NiONPUEMCme
deoani binbwol akmyanvHocmi Habysae npobiema Gopmysanus cmpameeii, sska 6 nepeo-
bauanra OOIPYHMYBAHHS HANPSAMIE PO3GUMKY, eQeKmuHy cucmemy YHpasuinus [ 8paxy-
6AHHA PUSUKIE.

AHaniz ocmanHix O0ocnioxncenv i nyoniKayi noxazas, wo HaubLIbULy NONYIAP-
HICMb Yy CMpame2iuHoMy YAPAGIIHHI OCIAKHHIMU POKAMU HAOY1a KOHYyenyis 30a1anco8anol
cucmemu noxasnukie (Balanced Scorecard — BSC). 'V Oesaxux nybnaixayiax poseisHymo
Modcaugicme iHmezpayii cucmemu 30a1AHCOBAHUX NOKA3HUKIB | PUBUK-MEHEONCMEHNT).
Icnye HeobXiOHicmb po3pobNeHHA MemOoOUdHUX 3acad iX CYMICHO20 BUKOPUCMAHHA O
NOKPAWAHHA MOHIMOPUH2Y | KOHMPOAO OisAlbHOCMI NIONPUEMCINGE 8 YMO8AX PUBUKY I
3pOCmaHHst ix epeKkmusHoOCM.

Mema cmammi nonsizac 6 po3poobieri MeMmOOUUHUX PEKOMEHOAYIU OO0 NOEOHAHHSL
VIPABIIHCLKUX KOHYeNnyitl 3001aHCO8AHOT CUCMeEMU NOKAZHUKIG | PUSUK-MEHEONCMEHMY Oisl
NOKpawjanHs npoyecy gopmanizayii cmpamezii nionpuemcmea.

Mamepianu ma memoou. B npoyeci 00CiONCeHH GUKOPUCAHRO MemOOU AHATI3Y §
cunmesy Haykoeoi iHgopmayii.

Pesynomamu oocnioscennna. BSC i pusux-menedicmenm maiomv 0azamo CX0NCUX
Xapakmepucmux, wo cmeopioe nepedymosu s ix epekmueroi inmeepayii. Jlocsenenns ycnixy
KOMNAHIT 3a621C0U NOB8 SI3AHO 3 MUM, HACKLILKU KOMIAHIS 00CS2A€ COIX yinell, SIKI GU3HAYEHT )
KOHKDEMHUX NOKA3HUKAX egexmuenocmi ii OifnbHocmi, a OO0CASHEHHA eqheKmusHocmi —
3 pusukom. Takum wunom, mixe BSC i cucmemoro pusuk-meneoxrcmenmy € 6azamo ChiibHO2o.
B ocnosy BSC nowxnadeno max 36ami kmo4o6i noxaznuxu egexmuenocmi, avo KPI (Key
Performance Indicators). Kniouosi inouxamopu pusuxy (KRI — Key Risk Indicators) — kinexichi
nokasHuku oxcepen (gpakmopis) pusuxy. Miow KPI i KRI icnye b6aeamo cnintbHoco, max sk
pusux i cmpameeii komnanii - 63aemonog’azami. Cymmegoio  GIOMIHHICIIO MIdC —HUMU
€ 6CMAHOGIEHHS. PUSUK-ANEMUMY SUUUM KEPIBHUYMBOM KOMNAHIT 00 YLibO8UX NOKAZHUKIS.

Bucnoexu. BSC i cucmema ynpagninHs pusukom y HOEOHAHHI HAOAOMb MOJICIU-
gicmb 3pobumu Oi3Hec OinbWL NPO30PUM [ 3PO3YMINUM OJid KONMCHO20 CNiBPOOIMHUKA.
Iobyoosa cmpameziuno kapmu BSC 6 pamkax ynpaseuiHHa pusukamu O0emanizye
OiAbHICMb, 0A€ 3M02Y UABUMU NPOOLEMHI MICYs I YCYHYMU 8Mpamil.

Knwuogi cnosea: 30alaHcoBaHa CHUCTEMa TIOKa3HUKIB, PHU3HK-MEHEIKMEHT,
KITIOYOBI TIOKa3HUKH €(PEKTHBHOCTI, KIIFOUOB1 IHAUKATOPH PU3HKY, PU3UK-ATIETHUT.
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FISCAL MECHANISM
FOR ECONOMIC REGULATION

The essence and significance of the budget mechanism in support of processes
of economic development and social stability are highlighted. The main principles of functioning
of the budget mechanism for economic regulation are determined. The analysis and estimation
of dynamics of weight indicators of the redistribution of gross domestic product through the
budget system of Ukraine in 2008—-2017 have been made. The expediency of further development
of the methodological principles of the budget policy of the country has been substantiated.
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Hlanosan M. Biodicemnulii Mexanusm pezyiuposanus IKOHOMuku. Packpvimul
CYWHOCMb U PONb DI00HCEMHO20 MeXAHUSMA 8 0becnedyeHuu npoyeccos IKOHOMUYECKO20
paseumusi U COYUANbHOU CMabUIbHOCMU. [{emepMunupoganbl OCHOGHbIE NPUHYUNDL (DYHK-
YUOHUPOBAHUA OI00AHCEMHO20 MEXAHUBMA Pe2yuUpo8anus dKoHoMuKu. IIposedenvl ananus
U OYeHKa OUHAMUKYU YOeTbHO20 6eca NepepacnpedeseHuusl 8aio08020 6HYMPEHHe20 NPOOYKma
uepes Owoxcemuyio cucmemy Yrpaunvt 6 2008-2017 2. Obocrosana yenrecoobpazHocmo
danbHelue20 pazeumusi Memoo0102UHEeCKUX OCHO8 OI00HCEMHOL NOJUMUKU 20CYOapCmed.

Kniouesvie cnoea: OWIKET, OIOMKETHBIH MEXaHHM3M, OIOPKETHAs IOJUTHKA,
Oro/pKeTHAsS crcTeMa, (YHKIIMOHATIBHEIC (DUHAHCHI, SKOHOMHYECKOE Pa3BHUTHE.

Background. Sustained economic growth and the increase on its basis
the level of public welfare is a priority task of realization of the state
financial policy. The budget as a central element of the public finance
system 1is historically one of the most important and most effective
mechanisms for ensuring the endogenous development of the economy.

Well-considered and substantiated managerial decisions of financial
institutions in the field of fiscal policy contribute to the growth of
employment, business activity, and intensification of investment in the real
economy. At the same time, it is necessary to form a balanced budget,
gradually reduce the debt burden on the budget, to coordinate the social

© Shapoval M., 2018
ISSN 1727-9313. HERALD OF KNUTE. 2018. N 6 79




FINANCE AND BANKING

priorities of society development with the possibility of their financing
without violating price and financial stability. Of particular importance is
the issue of the permanent increase of the efficiency of budget expenses,
optimization of expenditure powers in accordance with changes in the
macroeconomic situation. The current budget priority is to improve the
quality of human capital, which requires the allocation of sufficient
appropriations for education, science, and innovation infrastructure. The
question of configuring the model of decentralization of the budget system
for strengthening the financial capacity of the territories and leveling up of
inter-regional disproportions of socio-economic development remains open
for discussion. In the context of institutional transformations, the problems
of further development of theoretical and methodological principles of the
budget mechanism for regulation of economic development are of particular
relevance, in order to increase the effectiveness of its functioning.

Analysis of recent researches and publications. Problems of the
budget mechanism regulating economic development were studied by
foreign scientists: P. Arestis [1], A. Auerbach, Yu. Gorodnichenko [2],
R. Barro, X. Sala-i-Martin [3], J. Buchanan, P. Masgrave [4], O. Jorda,
A. Taylor [5], J. Stiglitz [6], U. Unal [7]. The specifics of the implemen-
tation of the regulatory potential of the budget mechanism in a transforma-
tional economy were thoroughly investigated by domestic scientists, in parti-
cular: T. Bogolib [8], V. Demyanyshyn [9], L. Lysyak [10], A. Mazaraki [11],
V. Makohon [12], I. Chuhunov, M. Pasichnyi [13—14] and others. The varia-
bility and uncertainty of the economic environment cause necessitates of
further fundamental and applied research in the realm of the implementing
the regulatory function of the budget system in the context ofthe
development of financial relations.

The aim of the article is to develop theoretical and methodological
principles of the budget mechanism of regulation of the country’s economy,
taking into account the institutional transformations of the public finance system.

Materials and methods. The theoretical and methodological basis of
the research is the scientific work of domestic and foreign scientists on the
problem under consideration. Its multidimensional nature conditioned the use
of a set of methods and approaches, which allowed to ensure the conceptual
unity of the study. The dialectical, systemic and structural approaches,
methods of analysis and synthesis, comparison, generalization, scientific
abstraction were applied.

Results. The budget mechanism acts as a system-building category of
public finance, a deep examination of its essence and functions takes place
in a complex way with the study of the concept of budget. If the budget is
a significant factor in endogenous development, then the appropriate mecha-
nism should be considered as a way of enhancing and targeting the process
of expanded social reproduction. Historically, the budget was treated as the
main financial plan of the state or a specific administrative-territorial unit,
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a centralized fund of the corresponding resources, the monetary expression
of the depiction of expenditures and incomes. At the present stage, the
traditional functional approach to the disclosure of the economic content of
the budget mechanism must be organically complemented by the insti-
tutional aspect of the system of public finances.

Improvement of the budget mechanism is in line with the overall
development of the national economy. The potential of the budget as a tool
for macroeconomic regulation directly depends on the conditions and output
of production, the level of development of economic relations. According to
domestic researchers, in the context of institutional reforms, fiscal policy
acts as an adaptive superstructure of economic regulation, which ensures the
adequacy of managerial measures for endogenous and exogenous changes in
the environment [11]. Elements of the budget mechanism are responsible for
the integrated implementation of financial policy in the key areas such as
income; expenditures; inter-budgetary relations; managing budget deficits
and public debt. These structural components are in multiple interactions.
The quality of fiscal policy depends on way, balance and rationality of their
combination, which is determined by its real ability to influence social and
economic processes. Under certain circumstances, it is allowed to increase
the budget deficit in order to stimulate aggregate demand and economic
development. However, the budget deficit may be passive and caused by
sharp cyclical fluctuations in the economy. For example, during the period
of the global economic recession of 2008-2009, a significant imbalance
between the budget and the public finance system was recorded, as the
overall deterioration in the socio-economic situation led to a simultaneous
reduction in business activity of business entities, a decrease in tax revenues
and an increase in the level of budgetary expenditures [1]. The accumulated
world experience in managing budget deficits shows that the desire to limit
the deficit without taking into account the state of socio-economic develop-
ment deepens structural imbalances in the country’s financial system. The
main directions of the fiscal policy in the sphere of regulating the budget
deficit in the medium-term perspective are ensuring budget balance during
the economic cycle, reducing the share of government debt in gross
domestic product. In the context of the limited possibilities of attracting
state loans, it is important to form the forecast indicators of the budget
deficit, based on the principles of macroeconomic stability, sufficient level
of substantiation of the volume and structure of sources of financing the
budget deficit, and the priority of domestic borrowing [11]. Professor
I. Chugunov notes that the main objective of the functioning of the budget
mechanism is to ensure economic growth on the basis of institutional and
investment development, optimal structural transformation, effective use of
potential (in particular, natural resource and intellectual), as well as creation
of favorable framework conditions for sustainable increase of scales of
national production, including through the development of high-tech
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industrial infrastructure, support, development and implementation of prog-
ressive technology [13]. In the context of deepening budgetary decentrali-
zation, the successful functioning of this mechanism is aimed at streng-
thening the financial basis of local self-government bodies, which requires
a series of institutional changes in the budget system. It depends on the
choice and implementation of methods of fiscal and tax regulation in the
economy, the definition of long-term budgetary priorities and the use of the
medium-term indicative planning system.

A general idea of the scale and significance of the budget mechanism
and its role in regulating economic development can be formed by estima-
ting the proportion of the redistribution of gross domestic product through
the budget system (table). The budget architectonics of budget expenditures
should provide the solution of the main tasks of social development, which
involves taking into account the influence of budgetary expenditures on the
effectiveness of economic transformations, mutual coherence and the
substantiality of the necessary financial resources on the tasks performance
of public administration and local government [12].

Table
Level of redistribution of gross domestic product through the budget system
of Ukraine in 2008-2017, %

Consolidated budget State budget Local budget

Vear Share Share pf 'Share o'f Share pf 'Share o'f Share pf
of income | expenditur | incomein | expenditur | incomein | expenditur

in GDP es in GDP GDP es in GDP GDP es in GDP
2008 30.07 31.21 23.39 24.37 6.68 6.84
2009 28.82 32.46 22.14 25.60 6.68 5.86
2010 28.07 33.72 21.47 27.09 6.60 6.63
2011 29.54 30.90 23.32 24.72 6.22 6.18
2012 30.53 33.75 23.72 27.12 6.81 6.63
2013 29.08 33.22 22.28 26.50 6.80 6.72
2014 29.74 32.96 22.50 27.11 7.24 5.85
2015 32.79 34.19 26.89 29.01 5.90 5.18
2016 32.85 35.07 25.86 28.74 6.99 6.33
2017 34.09 3543 26.60 28.14 7.49 7.29

Source: calculated by the author on the basis of reports from the State Treasury of
Ukraine and data from the State Statistics Service of Ukraine [15; 16].

Throughout the analyzed period, the scale of GDP redistribution through
the state budget significantly exceeded the corresponding indicator for the
system of local budgets. Thus, the state budget revenues ranged from 21.47 %
of GDP in 2010 to 26.89 % of GDP in 2015. As a result of the deepening of
fiscal decentralization processes, this indicator was somewhat reduced,
accompanied by a corresponding increase in the level of GDP redistribution
through the system of local finances. The State Budget expenditures ranged
from 24.37 % of GDP in 2008 to 29.01 % of GDP in 2015. On average,
23.82 % of GDP was redistributed through the revenue part of the state budget
over the specified period, of which 26.84 % of GDP was spent on expenditures.
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Local budget revenues without transfers accounted for 5.90 % of GDP in 2015
to 7.49 % of GDP in 2017; respectively, expenditures without transfers, from
5.18 % of GDP in 2015 to 7.29 % of GDP in 2017, which may indirectly
indicate an increase in fiscal decentralization processes. In general, in 2008—
2017, local budget revenues accounted for 6.74 % of GDP, while expenditures
were 6.35 %. That is, the annual fluctuation of the indicators was moderate and
quite predictable. These indicators were characterized by stability, even with
significant institutional changes in the implementation of fiscal policy. The
statistics show that about a third of the gross domestic product is redistributed
through the public finance system in Ukraine. Adequate and effective operation
of the methodical tools of fiscal policy can ensure economic growth in the long
run. In order to implement the above, it is necessary to improve the quality of
budget institutions, develop budgetary mechanisms, and adaptively change
policy in accordance with economic cyclicality.

The high weight of the gross domestic product reallocation through
the budget system is not the only criterion for the effectiveness of the
functioning of the budget mechanism, but is characteristic of a specific
group of countries with a high level of institutionalization of fiscal relations,
in particular for such OECD participants as Denmark, Iceland, Norway,
Finland, Sweden. A high level of fiscal decentralization and institutional
traditions of self-organization of territorial communities are characteristic of
all of these states. Thus, the level of fiscal decentralization in Denmark
(62 %), Sweden (49 %), Finland (39 %) is the highest among OECD count-
ries, and they are among the top 20 in terms of ease of doing business in the
World Bank ranking. This allows to use efficiently financial resources by
consolidating the connection between the demands of the territorial com-
munity (quite homogeneous) and the ways of satisfying them. The powerful
role of the public finance system in redistributing GDP in this case is backed
up by adequate institutional provision of administrative processes in the
projected economic environment (for example, Sweden has adopted the
practice of setting a ceiling for the next three years in nominal terms, which
remains unchanged even at a certain level of inflation) [17].

The budget mechanism integrates heterogeneous organizational and
economic forms of fiscal support for social development, in particular
methodical tools for stimulation and restriction [14]. It is not identified with
the budget process, it is not represented solely by the interaction of eco-
nomic agents, it is not personified solely by formal and legally-regulated
norms, rules and practices of mobilization and use of financial resources,
but is amplified and complemented by informal and customary-traditional
elements of the environment for the implementation of fiscal policy. The
budget mechanism really represents the corresponding state or regional
concept of sustainable development, reflects the direct orientation of public
financial relations in solving global and regional-specific socio-economic
problems. The budget execution of the role of the economic regulation tool
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through the budget mechanism depends on non-economic factors, in
particular the electoral expectations of the society. The experience of deve-
loped and emerging economies testifies about the need to eliminate the
impact of the political cycle on the budget process by establishing rational
institutional constraints on the key parameters of fiscal policy [9].

The current stage of development of domestic fiscal policy requires the
formation of a fiscal mechanism that would provide favorable conditions for
administering a sufficient amount of taxes, maximizing non-tax revenues and
increasing the efficiency of the use of the relevant resources, which should be
proof of the growth of quality of life and the level of public welfare.

In the Western discourse it is assumed that the basic principle of the
construction of a budgetary mechanism is "conventional wisdom" [1], which
is based on a number of logical theoretical and methodological provisions,
in particular:

o Dbudgetary regulation is an effective, historically justified and reasoned
way of influencing the structure and volume of aggregate demand, as well as
the level of economic (in particular, investment) activity of business;

o the main task of using the budget mechanism is to balance, stimulate
and sustain economic development, whose success can be assessed on the
basis of a specific system of indicators, for example, according to the
methodology of the Stability and Growth Pact, which is applied in the EU
and establishes institutional constraints on the critical size of the budget
deficit and public debt of participating;

o it is expedient to permanently coordinate monetary (aimed at ensu-
ring price stability and counteracting uncontrolled inflation processes) and
fiscal policy in the context of the use of built-in automatic macroeconomic
stabilizers.

The balance between the components of the budget mechanism of regu-
lation and stimulation of social development is adaptively determined by the
budget architectonics, the priorities of the national economic strategy and the
phase of the economic cycle [13]. State regulation in the field of expenditures
is a special subsystem of the budget mechanism, which is actively used in the
context of the economic decline in order to restore the positive dynamics of
national production. However, unjustified increase in budget expenditures,
which provokes an increase in deficit and debt, reduces the recovery potential
of the national economy. Therefore, in the conditions of decline and
recession, in order to achieve positive dynamics of production of real gross
domestic product, it seems expedient to rationalize measures in the area of
budget expenditures planning in terms of their redistribution in favor of
increasing the share of productive ones. The issue of assigning expenditures
to a category of productive is one of the debates in financial science. We
agree with R. J. Barro and X. Sala-i-Martin, that expenses for human capital,
transport, energy and social infrastructure, security and public order, etc can
be considered as productive [3].
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The system of budgetary regulation of economic development can
be based on the concept of functional finance in relation to ensuring financial
stability of the budget system [10]. In developed and transformational eco-
nomies, there is a practice of introducing institutional constraints not only on
the budget deficit and public debt by volume and sources of coverage, but
also in relation to the structural balance of social and investment components
of public expenditures, taking into account obligations to the public. The
concept of functional finance, proposed in the early 1940s by American
economist AP Lerner, relies on the provisions for the development and imple-
mentation of national fiscal policy in accordance with the needs of society in
technological progress under the influence of the innovation spiral [18]
Architectonics of functional finance integrates financial institutions, markets,
specific products/services and appropriate organizational and economic
infrastructure, based on regulatory fiscal rules and accounting systems. By its
nature, functional finance is devoid of any ideology. It is assumed that finan-
cial functions are allocated rationally between the government, local autho-
rities and economic actors [19].

In a series of works, Lerner consistently denied the doctrine of sound
finance and argued that attempts by the government at any cost to ensure
a balanced budget could lead to a critical imbalance of the national economic
system at all levels and have extremely negative consequences for society. At
the same time, the researcher did not call for a conscious imbalance of the
budget mechanism, but stressed the need to rationalize the activities of all
economic actors through the introduction of fiscal rules. These rules are
derived from the function of fiscal policy, which is to ensure a high level of
aggregate demand. It should be borne in mind that the increase in unemploy-
ment generally violates the macroeconomic equilibrium, and the calculation
of the optimal level of public spending should be made taking into account
the system of resource constraints and the probable lack of production
capacity, which is reflected in the reduction of the aggregate supply in
accordance with the production function 1:

0-/L.K 7). (M

where O — the volume of the national supply for available resources;
L — the volume of attracted human capital resources;
K — the volume of attracted physical capital resources;
7 — the level of scientific and technological progress.

If the volumes of private savings, private investment demand and imports
into the country are in some way determined by the real aggregate consumer
demand, then in order to regulate the target level of consumer demand, a fiscal
rule presented in the form of a balance macroeconomic model 2 may be applied:
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G, T =PS ~Inv+I -Exp.

PS =7(4D) - )
Inv =7(4D) -
1 =71(4D) -

where Ggp — the amount of budget expenditures of a certain period,
T — tax receipts;
AD, — target level of aggregate demand;
PS — volume of private savings;
Inv — volume of private investments;
1 — import;
Exp — Export.

There are multiple interconnections between the elements of the given
model, and the task of implementing a well-balanced fiscal policy is to develop
an appropriate fiscal mechanism that could provide optimal proportions and
maximize the scale of social production. The balance of model 2 depends not
only on budgetary policy instruments, but also on its timeliness and
coordination with mechanisms and levers of monetary regulation of the
economy, first of all, the central bank discount rate. In the concept of functional
finance, mechanisms of unconditional management and rationalization of the
budget deficit are built, when the objective of fiscal policy becomes not an
imperative balancing of the budget, but, on the one hand, the development of a
tax policy favorable to the business environment and society as a whole, the
intensification of consumer and investment demand, on the other hand, the
improvement of the compositional structure of public expenditures, the increase
of the burden of productive expenditures in terms of the cost of human
development and the steady growth of the interests intellectual capital.

Under conditions of insufficient development of the institutional
environment of the financial system, an alternative method to functional
finances is used to balance the budget on an annual basis. The positive
dynamics of macroeconomic indicators in the short and medium term is
achieved by increasing the efficiency of budget expenditures in comparison
with the fiscal impact of its revenues. Moreover, the higher the modulus is the
difference between these indicators, the higher the effectiveness is shown.
Support for sustainable economic growth through the use of the concept of
annual budget balancing, without taking into account cyclical fluctuations in
the long-term prospect, is impossible. In addition to classical budget levers,
informal institutional tools should be used to change the model of social
behavior in terms of financial responsibility and consciousness formation.
The foreign experience of budget regulation measures should be systematized
and taken into account in the development of domestic fiscal policy.
However, copying measures that were previously implemented abroad is
inappropriate. Successfully applied methods of budget regulation should
serve not as a template, but as a strategic benchmark for national authorities.
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Justification of the main principles of functioning of the budget
mechanism requires the coordination of budgetary and social priorities of the
country, the consolidation of the relationship and strengthening the effecti-
veness of institutional mechanisms of state financial regulation. Budget regu-
lation in the form of designing and implementing productive expenditures
determines the quality level and accessibility of public services in the spheres
of education, science, health care, spiritual and physical development, social
protection and population provision. However, the system of public finance
in most modern economies is not a universal or sole source of social activity.
In the context of functional finance, a logical combination of state and market
models and financing methods of the indicated sphere, the deepening of the
processes of demonopolization and the promotion of a free competitor is
presented in order to increase the fiscal efficiency of budget expenditures and
maximize the satisfaction of demand for such services in the society.

The Budget Code of Ukraine (Article 7) lays down ten basic principles
for the construction of a budget system, the actions of which are subject to the
budget mechanism. In particular, these are the principles of unity of the
system, balance, independence, completeness, reasonableness, efficiency and
effectiveness, subsidiarity, purposeful use of funds, fairness and impartiality,
publicity and transparency [20]. This list is not exhaustive, it is expedient to
supplement it with the principles of consistency, alternatives and flexibility
as well as neutrality.

In order to ensure the validity and consistency of the functioning of the
budget mechanism, it is important to improve the medium-term budget
planning system. The main functional parameters and indicators of the budget
mechanism should be determined not only for the next budget period but for
at least two years following it. It allows not only to improve the quality of
macroeconomic planning, but also to optimize the financial and economic
activities of economic actors, increase the efficiency of management decisions
in the field of public finances, improve the investment climate in the state, etc.
The alternative and flexibility of functioning of the budget mechanism
involves the formation of variable scenarios of budget policy, taking into
account economic cyclicality. First, limit values should be set for indicators
that are characterized by high annual volatility. Secondly, the budgetary
mechanism should adapt to changes in the external economic environment
and globalization trends of development. Implementation of fiscal adjustment
should not reduce the effectiveness of the reproductive process and the value
of public services provided by the budgetary sphere should be affordable and
accessible to the public.

Comprehensive and efficient regulation of the economy requires the
introduction of promising budget planning and forecasting with the
consolidation of a system of effective indicators of implementation of the
main directions of the chosen strategy. The system of strategic forecasting
and planning as the basis for the selection of priority fiscal policy vectors is
intended to provide structural modernization, increase of competitiveness and
reorientation of the economy to predominantly endogenous factors of growth.
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Conclusion. In today’s context, attention paid to the functional purpose
of the budget mechanism as a component of the system of financial regulation
of the economy is increasing. The use of tools and levers of the budget
mechanism aims to achieve long-term macroeconomic stability and support
the processes of economic development of the country. Effectiveness of
budget policy measures depends on the overall level of their validity and
compliance with the stage of the economic cycle, the degree of coordination
with other components of state financial policy, the quality of the institutional
environment and the model of socio-economic development of the state. The
substantiation of the basic principles of functioning of the budget mechanism
requires harmonious coordination of budgetary and social priorities of the
country, consolidation of interconnection and strengthening of the efficiency
of adaptive regulatory mechanisms of the country’s financial policy. It is
important to introduce a promising budget planning with the fixing of the
limit values of the main weighting budget indicators relative to the gross
domestic product. In order to increase budget efficiency, it is significant to
conduct a comprehensive assessment of the impact of budget expenditures on
the dynamics of the aggregate of social and economic indicators, and to
develop the budget for subsequent budget periods, based on the results of this
assessment. The budget deficit management system should take into account
the basic principles of functional finance to achieve the financial
sustainability of the budget system.
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Hlanosan M. Biodicemnuii mexanizm pezynio6anHsa eKOHOMIKU.

Ilocmanoska npobnemu. Exonomiune 3pocmanus ma nio8UUeHHs PiGHs CYCHilb-
HO020 006pobYmy € npiopumemHoio 3a0ayeio peanizayii 0epicasrol Ginancogoi nonimuxu.
Ob6rpynmoeani ynpasnincoKi piuients inancosux incmumyyii y cgepi 6100scemnoi noni-
MUKU CAPUSIIOMb 3DOCMAHKIO PIGHS 3QUHAMOCTI, NIOBUWEHHIO 0L10680T AKMUSHOCMI, IHMEH-
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cugbixayii ineecmuyiii y peaibHull CeKmop eKOHOMIKU. AKmyanbHOw € npobnemamuxa
NOOAILUIO20 PO3BUINKY MEOPEeMUKO-MeMOO00N02IUHUX 3aCa0 OI00HCEMHO20 MEXAHIZMY pe2yito-
BAHH5L eKOHOMIYHO20 PO3BUMIKY 30071 NIOBULYEHHSL Pe3YTbMAIMUSHOCTI 11020 (DYHKYIOHYBAHHS.

AHnaniz ocmannix 00cnioxcens i nyoaikayin noxazas, Wo MiHAUBICMb MA HeaU3-
HAYeHICMb eKOHOMIYHO20 cepedosuuya 00yMOBII0E HeOOXIOHICMb NOOATbUWUX (YHOAMEH-
MATLHUX Ma APUKIAOHUX OOCHIONCeHb V YapuHi peanizayii 61002cemHoI0 CUcmemor
it pezynioiouoi pynryii' € ymosax po3eumxy Qinancosux 6iOHOCUH.

Memoro cmammi € 00CHIONCEHHSI MA PO3GUMOK MEOPEMUYHUX | MEeMOOON0IYHUX
3acad 6100HCeMHO20 MeXAHI3MY pe2yNIo8aHHs eKOHOMIKU KpaiHu, 8paxoeyiouu iHCmumy-
YIliHI nepemeopeHHts cucmemu nyOaiuHux QiHancis.

Mamepianu ma memoou. Teopemuurowo ma mMemoOONO2IHHOK OCHOBOI OOCTIONCEHHSL
€ HAYKo8I Npayi GIMYUSHAHUX MA 3aPYOINCHUX GUEHUX 3 NPOOIeMU, WO PO32TAOAEMbCAL.
3acmocosano dianekmuunull, cucCmeMHULL Ma CMPYKMYPHULL NiOX00U, Memoou aHanizy
i cuHme3sy, NOPIBHAHHSA, Y3A2AIbHEHHS, HAYKOBO20 ADCMPA2YBAHHS.

Pe3ynomamu 0ocnioxcennsn. brodocemuuii Mexanizm 6UCYNAE CUCMEMOMBOPUOIO
Kamezopicio nyoniuHux Qinancis, enubunnuil po3enso 1io2o cymi ma QyHkyitl 8i06yeacmvcs
KOMNAEKCHO i3 O0CTIOHCEHHAM NOHAMMS 6100dCem).

OcHo6Hi ¢hyHKyionanvHi napamempu ma THOUKAMOPU OI0O0HCEMHO20 MeXaHismy
Manmop BUSHAYAMUCH He Jue HA HACTYRHUL 0I00Jcemnull nepiod, a NPUHAUMHI HA 084
PoKU, wo crioyioms 3a num. Lle 0036015a€ norinuumu sSIKiCms MakpoeKoHOMIYHO20 NAAHY-
6AHH MA ONMUMIZY8amMu QIHAHCOB0-20CNO0APCHKY OULIbHICMb eKOHOMIYHUX CYO €Kmis,
MIHIMIZy8amu 6NU6 NONMUYHO20 YUKIY HA NYONIuHI iHaHCU, ROTNUUMU [HEeCMUYIUHUL
KAIMAm 6 0epicas.

Komnaexcne ma eghexmuene pecynio8anns eKOHOMIKU SUMASAE 3ANPOBAONCEHHS
NePCneKmuH020 DI00IHCEMHO20 NIAHYBAHHA MA NPOSHO3YBAHHSA I3 3AKPINIeHHAM CUCEMU
OOHO3HAYHUX De3VIbMAMUSHUX NOKA3HUKIE pednizayii OCHOBHUX Hanpamie obpanoi cmpa-
meeii. Cucmema cmpameziyHo20 NPOSHO3VBAHHSA | NIAHYBAHHSA AK OCHO8A 0OPAHHS Npiopu-
MemHUX 8eKMopie Or00X4CemHoi NONIMUKU NOKIUKAHA 3a0e3neuumu CImpyKmypHy MoOepHi3a-
Yito, NiOBUUYEHHsL KOHKYPEHIMOCHPOMONCHOCTE MA NepeopieHmayito eKOHOMIKU HA NepesadtCHO
€HOOLEHHT YUHHUKU 3POCIMANHSL.

Bucnosku. B cyuacnux ymoeax 3pocmac ysaea 00 (yHKUIOHATbHO20 NPUSHAYEHHS.
61000icemy K THCmpymenmy QIHAHCO8020 pe2yio8anHs eKOHOMIKU. Bukopucmanmns incmpy-
Menmig I adicenie OHO0JNCEMHO20 MEXAHI3MY MA€E HA Memi OOCASHEeHHS 00820CMPOKOBOL
MAKPOEKOHOMIUHOT cmabiibHOCmi ma NIOMPUMKY Npoyecie eKOHOMIYHO20 PO3GUMK) KPAIHU.
Peszynemamuenicms 3ax00i6 61002cemHol NOIIMUKYU 3a1eXHCUMb 8I0 3A2AIbHO20 PIi6Hs iX
00TpYyHMOBaHoCcmi 1l 8i0N0BIOHOCMI cMAdii eKOHOMIYHO20 YUKLY, CMYNEHI0 KOOpOuHayii
3 IHUWUMU CKIA008UMU 0EPAHCABHOI (PIHAHCOB0T NOMIMUKU, AKOCMI THCMUMYYINIHO20 cepe-
doguwa ma MoOeli CoYiaNbHO-eKOHOMIYHO20 PO36UMKY Oepdcasu. Baoicnueum € 3anpo-
BA0NCEHHS NEPCNEKMUBHO20 DI00XHCEMHO20 NAAHYB8AHHA 13 3AKPINAEHHAM SPAHUYHUX 3HA-
YeHb OCHOBHUX 8a208UX O100XHCEMHUX NOKA3HUKIB GIOHOCHO 8al06020 GHYMPIUHBLO2O
npooykmy. 3 memoro nioguujeHHs 6100x4cemHoi epeKxmugHOCmi 8aAXCIUBUM € NPOBEOeHHs
KOMAAEKCHO20 OYIHIOBAHHSL 6NIIUGY UOAMKIE O100dCemy HA OUHAMIKY CYKVIHOCMI COYia/b-
HUX | eKOHOMIYHUX IHOUKAMOpI8, po3pobKa 6100dcemy Ha HACMYRHI 0I00XCcemHi nepioou,
IpyHmMyIoyucy Ha pesyabmamax oanoi oyinku. Cucmema pecymosanuss oepiyumy 6100-
JIcemy mae 8paxosyeamu OCHOGHI 3acaou (OYHKYIOHANbHUX (DIHAHCIE U000 OO0CASHEHHs
@inancoeoi cmitikocmi 6100xcemHol cucmemu.

Kniouwoei cnoea: Ow0mKeT, OIOUKETHUH MeXaHi3M, OIOKETHA IOJITHKA,
OroKeTHA crcTeMa, (DYHKIIIOHATBHI piHAHCH, EKOHOMIYHUI PO3BHUTOK.
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INFORMATION ENVIRONMENT OF THE
UNIVERSITY?S FOR THE TRAINING

ADVERTISING PROFESSIONALS

The analysis of the term "university information environment" is performed in the
research, starting from the analysis of the general concept of "environment" through the
formation of the term "educational environment”. The need to use modern distance
learning tools in all areas of education, such as distance learning courses, cloud services,
etc., has been identified. It is established that building of the educational process in an
university requires combination of all potential of the modern achievements of information
technologies and totality of teachers experience, that envisages the use of environmental
approach and has to provide the preparation of future specialists good for creative
professional activity. It is proved, that in accordance with modern requirements, the
educational process should take place in conditions of constant access to the Internet, for use
in the training the Cloud services and Internet technologies.

Keywords: informational environment, vocational training, educational process,
ICT, computer advertising technologies, environmental approach.

bpioxanoea I. Hughopmayuonnan cpeda ynusepcumema npu noozomoeke cne-
YUARUCMos no pekiame. B uccredosanuu npoananuzuposar mepmun "ungopmayuonnas
cpeoa ynusepcumema', Hawunas om anaauza odbwezo nowamus "cpeoa" uepes obpazo-
sanue mepmuna "oopazosamenvras cpeoa”. Onpedenena HeoOX0OUMOCb UCTONb308AHUSL
80 6cex cghepax 06pA306AHUSL MAKUX COBPEMEHHBIX CPeOCmE OUCMAHYUOHHO20 00YYeHUs,
KaK OUCMAaHYUOHHble KYpPCbl, 00aunble cepeucvl u m.0. Ycmanosneno, umo nocmpoenue
YuebHOo20 npoyecca 8 YHugepcumeme mpedyem COHemaHus 6ce2o0 NOMEHYUAld cospe-
MEHHBIX OOCMUINCEHUL UHPOPMAYUOHHBIX MEXHOIO2UU 8 COBOKYNHOCMU C ONbIIMOM NPeno-
dasamenetl, Ymo OONHCHO 0becneyums nOO020MOBK)Y CHOCOOHO20 K MEOpPHecKol npogec-
CUOHATLHOU destmenbHocmu OyOyue20 CReyuaitucma no Ousatiny pekiamol. JJokazamo, 4mo
6 COOMEEMCmMEUU C COBPEMEHHIMU MPEeOOSAHUIMU 00PA308AMENbHBIN NPOYECC OO0JINCEH
nPOUCXO0UMb 8 YCIOGUSX NOCMOSHHO20 OOCMYNA K UHmMepHemy O/ UCHOLb308AHUS
6 00yyuenul 0ONIAYHbIX CEPBUCO8 U UHMEPHEM-MEXHOL02UIL.

Knwuesvle cnosa: uHpopmaimoHHas cpena, npodeccroHaibHasi MMOATOTOBKA,
yaeOHo-BocHTaTenbHbIN mporece, KT, KoMIbIoTepHBIE peKIaMHBIE TEXHOJIOTHH, IKOJIO-
TMYECKUM TTOIXO0/I.
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Background. Numerous social and economic changes considering future
development of the society, change of the value orientations on the transition
from XX to XI century make the system of the higher education of Ukraine to
perfect existing methods and search the new ways of activation of the necessary
changes in formation of the educational technologies for the further providing
of qualitative preparation of the future specialists in different spheres of life. In
the conditions of rapid development of digital technologies, education cannot
use old methods of training specialists. There is a direct connection of the
processes of informatization of higher education with the mechanisms of
training specialists. With the advent of the information environment, the
university expands its range of education and training facilities, and replaces
paper textbooks, methodologies and magazines with distance learning courses,
the electronic deanery and Cloud services. All this has a positive impact on the
quality and accessibility of education for different student groups.

The problem of informatization of education at the university in relation
to the training of advertising design specialists has some aspects. Often,
material support does not meet the requirements of implementing a fully-
fledged information environment. The educational process is necessary to
provide specially equipped classrooms with Internet access, powerful
computers with modern software according to the needs of professional
direction. Teachers must have not only professional experience but also an
understanding of the necessity of using digital technologies and the desire to
use them for learning students of modern information technologies.

Definition of the concept "The information environment of the
university" needs an analysis of the concept’s matter it derives from — the
information environment, the information environment of the higher
educational institution. Often there is complication of definition of widely
used concepts that are intuitively clear.

Analysis of the last researches and publications. S. Sysoeva studies
European requirements for the criteria of the effectiveness of professional
training of specialists in the pedagogy of higher education [1]. Innovative
educational model in higher education in Ukraine studied councils scientists,
including V. Bykov, A. Gurzhiy, M. Shishkin [2] and others.

To our opinion, in these works the necessity of application of inno-
vations in professional training and introduction of a common educational
environment of vocational education in the conditions of European
integration is emphasized.

V. Kremen and V. Bykov studied the issue of computerization and
informatization in the system of education in the work "Categories "space"
and "environment" [3]: features of model representation and educational
application by many other scientists. Importance of IEE of the higher
educational institution reviewed with M. Bratko in the field of management
of professional training of specialists in the educational environment of the
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University College, A. Kobysa in the paper "Application of the informa-
tional educational environment in the educational process of the Vocational
School" [4]. S. Titov studies the development of means and methods of
communication and information interaction in the information and educa-
tional environment of the educational institution [5].

The aim of this research is to analyze the essence of the concept of
"information environment University" and consider the factors that influence
the mechanisms of modern education in the university.

Materials and methods. In the course of the research the materials of
scientific researches on the given subject were used. In this work, general
scientific methods such as analysis and synthesis, analogy and modelling, as
well as empirical method are applied.

Results. The specificity of the profession of a designer envisages that
a student already on the first course masters certain skills of possessing
computer environment and software for the tasks completion. Therefore, to
attract such a student to exploit facilities of informational environment will
be considerably easier, than a student, who studies, for instance, fine art or
another sphere not connected with a computer environment.

But, before to proceed the analysis of the exploitation of the environ-
mental approach in advertising design-education, it is important to deter-
mine the concept of the environment in general and the informational
environment of the university in particular.

The concept of the enmvironment. The ancient Greek philosophers
understood environment as the whole, which parts are the surrounding
world, people and also their cooperation, from anc.gr. — nature.

Historically, the concept "environment" comes from such areas of
knowledge as chemistry, biology or chemistry, which give it a different
value, that in general is determined as surroundings, where objects and
subjects cooperate, and different phenomena occur.

According to a number of sociologists, the notion of "human
environment" generally consists of natural and artificial conditions, where a
person defines himself as a natural and social being. There are two
interrelated parts of the environment in the social ecology: natural (air,
earth, stones, plants, etc.) and social (relations in a society where a person
realizes himself as a person).

Although a few types of influence of environment on a certain object
are determined, its essence is determined by totality of main factors and this
influence can be well-organized or elemental.

Taking into consideration, that part of environment of a man is a
social environment, psychological and pedagogical researches pay serious
attention to its study.

In general, the concept of environment unites in itself the natural and
social constituents of human existence.
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L. Maksymova considers that different types of environment: natural,
anthropogenic, vital, form general environment of a man’s life that influences
on his/her development together with different factors [6].

The concept of the educational environment. The educational envi-
ronment is closely connected with a socio-cultural environment, and, thus,
is a part of the social and in general vital environment.

As an informational environment we understand the surrounding world
of a man full of information; on the one hand, his/her own information activity
and on the other hand — creation, transformation, consumption of information in
other contiguous spheres of activity.

The organization of educational environment in the higher educational
institution for effective professional preparation is one of the major tasks of
the higher school.

As M. Bratko classifies, in the English-language scientific space
among the publications, that have to do with the themes of educational
environment of the higher school, researchers apply different determinations
of this concept [7]: educational environment; educational climate; academic
environment; study environment; learning environment.

In opinion of the Norwegian scientist A. Abualrab [8], the educational
environment is the key subject of the educational politics and researches in
the field of higher education at the present stage.

The concept of the information environment. The concept of the
informational environment. The concept of informational environment has
to include the elements of the educational environment and informational
constituent as the use of ICT and the services of different searching systems,
such as Google, Bing, Yandex and others.

In the information sphere information and informational infrastructure
are combined. These are collection, forming, distribution and the use of the
information that is put into practice by certain subjects; these are also the
systems of regulation of the proper public intercommunications and totality of
relations, which are created by the formation and the use of the informational
resources in the process of creation, collection, editing, gathering, accu-
mulation, storage, search, distribution and giving to the consumer the
documented information. In addition, the informational sphere is involved in
the process of creation and usage of informational technologies and means of
its providing; for defense of the information and rights of the subjects that
participate in informational processes and informatization.

Assisting to the information exchange, carrying out the transfrontal,
interactive and mobile contacts of various subjects of the economic activity,
uniting different types of such activity in the only spatially-communicative
and sociocultural environment, finding out actual necessities and interests of
subjects of the economic activity at determination of the information
politics, creating the centers of the new geopolitical intercommunications
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and competition, changing the character and value of socio-economic
relations in the spheres of politics, culture, science, religion and others,
informational space fulfils communicative, integrating, geopolitical and
social functions, which are important for existence of the modern society.

The concept of the information environment of the university. The
studies in the modern higher educational institutions need the obligatory
usage of ICT, and the web-site of the university, except the general
information, has to provide the students with the access to the educational
content — Wiki, Moodle and to the services of any searching engines
(Google, Yandex, Yahoo, Bing and others).

The widespread determination of this concept — information educa-
tional environment (IEE) is the integral system, made from many sub-
systems that carry out its functions, using the modern information-
technological and education-methodological facilities for the needs of the
participants of the educational process.

According to the definition of O. Sokolova, the informational
environment of the institution — is one of the parties of its activity, that
includes organizing-methodological facilities, the integrity of the technical
and programmatic means of preserving, editing, transmission of information
that provides prompt access to the information and fulfils the educational
scientific communications.

As the informational environment of the university we understand the
unity of the quantitative and qualitative pedagogical possibilities of the
educational environment of ICT, which are actualized as a result of pro-
fessional preparation of the specialists. The information environment of the
university represents the totality of constituents, each of which is responsible
for its sector of specialist preparation. The material constituent of the
educational environment consists of material and natural components of the
environment, which can be involved for the specialist preparation.

The spiritual possibilities of the environment have cultural, moral,
ideological, psychological components that are formed on the basis of
cooperation of different factors.

The structural possibilities of the educational environment consist of
the people organization, which combines material, personality and spiritual
pedagogical possibilities of the environment.

The information constituent combines in itself modern information
technologies, network services, searching systems and others. The usage of
ICT, electronic educational courses, electronic textbooks and others are the
parts of it.

The facilities of the information environment of the university for the
training design specialists. The today’s situation at the market of labor sets
the teachers of the higher school the task of specialists preparation of a high
degree of readiness to quick adaptation to the change of conditions and
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facilities typical for professional activity of a modern designer. Such a
teacher needs a capacity for permanent professional growth and self-
perfection; capable of critical thinking, to see a problem in the whole;
constantly to be "in the trend" of the modern design, to exploit information
technologies for development of professional abilities and skills.

The organization of the educational activity in a university requires
creation of informational environment and introduction of the modern
innovative forms into the educational process. The usage of ICT in professional
institutions for preparation of future specialists in design allows more
reasonable organization of educational process during theoretical, laboratory
and practical lessons. It gives additional possibilities in development of new
textbooks, training aid, electronic educational complexes from different
disciplines, in creation of information- reference database and the remote
access to the educational resources, in giving and usage during professional
preparation of designers the actual information from history of design and
modern development of its different spheres, in relation to the features of
technological processes, knowledge of present-day advertisement technologies
and materials.

For improving the quality of the education in the higher educational
institutions of advertisement design the newest educational and scientific-
technical technologies, aimed at forming of knowledge, abilities and skills of
specialists have to be applied, and an information environment has to provide
the information necessities of all participants of the educational process.

Modern software allows to form for future qualified advertisement
design specialists not only professional knowledge and skills but also
creative competence that includes ability to analyze the newest processes in
design, to use modern advertisement facilities in professional activity, to be
able to analyze the advertisement market condition, to use the acquired
knowledge about technological processes in polygraphy, to orient in the
present-day market of advertisement services.

The presence of IEE allows a teacher to use cloudy software products
and cloudy services, giving possibilities to attract to work individually or
during the lessons with the group of students an electronic wall Padlet,
electronic disks e-Disk, cloudy storages with support of office suite MS
Office Web Apps: Microsoft Office 365, Microsoft One Drive, Google,
Yandex, Dropbox and others.

The system MOODLE is a free software product with an open code,
which is spreads on terms of GNU GPL license and can be modified in
accordance with the necessities of a user; it has a well organized system of
technical support and is accompanied by plenty of documentation, in
particular, in Ukrainian; it can be installed without unnecessary difficulties
on any platform that supports PHP (Linux, Windows, MacOS); it is
important that, taking into account the achievements of the modern
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pedagogics, the system is turned to cooperation between students and
teachers and is provided with various facilities of discussion, having
specialized forums and chats.

Google resources. The company Google gave the service developed
on the base of Google Apps. It represents a control system of the studies
(CSS) of Google Classroom. This system is very similar on purpose
to Moodle [9].

Allowing the teachers to use the integrated instruments of the Google
Apps package, in particular, Google Drive and Gmail, the service Google
Classroom 1is advantageously different from its predecessors, remaining
a separate control system of studies at the same time.

The groups, being a basic element of CSS Google Classroom, taking into
consideration its functions and structure remind forums, allowing the users to
deal with other users during communication within this group. It is also
convenient to use groups, spreading the rights for access to the educational
courses. At the same time, there is possibility to use an additional e-mail
account and work Disk intended for the usage only in educational activity,
keeping thus separately personal and working documents.

Google Classroom gives the possibilities for creation the tasks
integrated from Google Drive, for the common work with the projects, using
bilateral connection between a student and a teacher, having the opportunity
to communicate real-time and for the cross evaluation of tasks in the groups.

The conditions of the class, giving the users an universal working
instrument, providing them with a comfortable interface and all possibilities
necessary to the participants of the educational process, are comfortable for
work of a teacher, and a student.

The possibilities of using the cloudy services are especially needed to
the teacher for maintaining and further work with large volumes of data
from different information sources, basic and additional literature, metho-
dical materials important for preparation and giving lecture, practical,
laboratory or seminar lessons.

E-learning course (ELC). Attracting the students to the active work with
various visual aids, using computer models, electronic educational courses
intensify students’ mental work and give enormous possibilities as to
organization of interactive studies. The use of developed ELC allows not
limiting in the educational process only by the discussion of the theoretical
questions and doing laboratory works in the computer class. Due to maximal
activation of individual work of the students it is possible to use more rationally
allotted for the study of corresponding disciplines during lecture time, paying
more attention to the key and problem questions of the courses.

The modern realities require the revision of the traditional approaches
to the design specialists preparation, and large value for development of the
design-education, especially during the preparation of competitive design
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specialist of the print products, acquire development and use of electronic
educational courses, in particular for mastering "Technologies of printing",
as one of the major special courses.

Knowledge, which is modern today, becomes out-of-date already in
a few years, which is why there is a need of permanent, according to life
requirements, increase of the qualifying level for a competitive specialist,
and for forming of the all-round developed personality of a competent
specialist it is a necessity to turn to the innovative system of education.

Studying the special course of "Technologies of printing" the students
have an opportunity to use all advantages of ELC. In addition, the environment
MOODLE, where was created this course, gives the students possibility of
access to the database of additional materials on every topic of the studying
module, to every practical task created by the teacher [10].

For developing ELC, for example, for the course of "Modeling and
design of packing", it is necessary to take attention that the part of text
information is the most necessary and important for a consumer. That is why
the text part is the most important part of the composition construction of the
packing design, and it must paid special attention to the modern tendencies of
typographic and supported by graphic elements. Its role in successful
advancement of the product at the market is enormous, and in lecture materials
of the course serious attention must paid exactly to typographic.

In the distance course of the lecture additional resources give
materials, which acquaint a student with modern tendencies in advertise-
ment and help to master knowledge necessary for them for the further
developments [11].

It is important to emphasize this important element of information-
educational environment of the University as a media library. For example, in
the KNUTE (Kyiv National University of Trade and Economics), a library
is created that gives users access to the enormous potential of Internet
educational resources for all areas of study and research. The multimedia
library is equipped with modern computers with access to the Internet and the
fund of multimedia documents of educational-cognitive value, electronic
teaching aids, methodical instructions, free access to the sites of domestic and
foreign libraries, information resources of different countries.

According to the definition of M. Moiseieva informational education
environment (IEE) of the educational institution has five modules: value-
purpose-oriented, programmatic-methodical, information-knowledge, com-
munication, technological [3].

A. Kobysia, studying such structure of IEE, defines the content and
filling of each of these modules according to its basic functions [4].

The content of the value-purpose-oriented module is defined by the
totality of educational aims and values; this is a task of the educational
institution, qualifying features of the graduating students of different
professions, plans of realization of educational, methodical work, timetable
of the industrial practice and others.
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In the programmatic-methodical module there is necessary information
as to the strategies, forms and programs of preparation, these are plans among
which there are educational, training, plans of realization of educational,
methodical work, timetables, timetables of the industrial practice.

Information-knowledge module is a system of knowledge and abi-
lities, which presents basis of professional activity of a specialist and
information important for efficiency of studies, these are electronic study-
methodical complexes from different disciplines.

The communication module dedicated to the forms of cooperation
between the participants of the pedagogical process: teleconferences, round
tables, webinars, communication through forums, chats, teleconferences
with the help of the radio of the educational institution, press and others.

The technological module includes those studies facilities, which used
in an information educational environment, for example new information
technologies, including communications networks [4, p. 55].

For professional preparation of the advertisement designers in Borys
Grinchenko Kyiv University the system ELC is used, it includes all
professional disciplines. For example, already work out by the author
electronic courses from such disciplines as "Computer design technologies",
"Technologies of polygraphy" [10], "The sign systems in design",
"Modelling and design of packing" [11].

The results of the research. Determined the origin and meaning of the
term "information environment University" and put forward scientific
hypotheses scientific hypothesis about the dependence of the quality of
education using modern ICT and "cloud services" and the development of
information educational environment using computer internet technology.

According to the results of this research, a set of proposals was
developed, in particular: creation and improvement of the university’s
information environment; introduction of distance learning tools in the
educational process; equipping computer audiences with modern computers
with the installation of advanced software; equipping the entire territory
where the training takes place, free access to the Internet; providing free
access to internal educational services for students and university lecturers,
not only at the university, but also outside.

Conclusion. To analyze the concept of "the information environment of
a university" in relation to preparation of advertising design specialists, we can
conclude, that this concept has absorbed all experience of the scientific working
from physical and chemical environment to the modern meaning. It is unity of
quantitative and qualitative pedagogical possibilities of IEE with the use of
computer internet-technologies, that are actualized because of the professional
specialist preparation and are totality of the parts, each of which is responsible
for the preparation sector of the specialist.

The advantage of Google services during design specialists pre-
paration is that giving access to all-round electronic information, they release
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us not only from unnecessary papers but also allow to combine selectively
in the process of studies the traditionally separated stages of study, fixing
and mastering of the educational material.

The information environment of the university gives an opportunity to
apply different methods of the educational process structure; individual
approach is possible, together with the simultaneous use of individual-group
methods and forms of studies. In addition, the use of information technologies
allows, rationally building the lessons, to save time; the presence of interest,
visual aids and interactivity of the information, availability and simplicity of
actions at high end-point assists to increase the motivation to the studies and the
better mastering of information.

The use of Google Classroom and Moodle in higher educational
institution systematizes and puts the work of all participants of educational
process on a higher level.
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bproxanosa I'. Ingpopmauiiine cepedosuuie ynigepcumenty npu nio2omoeui gaxis-
uis 3 peknamu.

Ilocmanoska npoonemu. B ymosax weuokoeo po3gumxy yu@dposux mexHono2it
iHGhopmamu3zayin euwoi oceimu eumazae yOOCKOHANICHHSA MeXAari3My ni02omoexu (axisyis.
Iompibue ingopmayitine cepedosuuje, siKe sMIHUMb ACOPMUMEHM MA 61ACMUBOCTT 3ACO-
0i6 HadauHa oceimu: NoA8a OUCMAHYIUHUX HABYANLHUX KYDPCi6, eleKmMPOHH020 OeKaHamy
Ma XMApHUX cepeicis, ujo NOUMUBHO 8NIUBAMUME HA AKICIb mMa OOCMYNHICMb 0C8imiL.

Ananiz ocmauHix O0ocnioxcenv i nyonikayin noxaszas, wo npoodrema egexmug-
Hocmi npoghecitinol nio2comoexu Gaxieyis, NONPU HAEHICMb OKPEMUX HAVKOBUX O0OPOOOK,
nompebye 000amkos8oi ysacu i npogecitinoco nioxooy HayKosyis.

Mema cmammi — npoananizysamu cymuicms ma pizni acnekmu noussmms "ingop-
Mayiiine cepedosuwye yHigepcumemy'", susHayumu ma po3usAHymu oo CKiaoosi, a maKoic
3anponoHy8amu BUKOPUCMAHHA MEXAHIZMI8 iX enausy Ha NiOSUWEHHs SAKOCMI CYYacHOT
oceimu 6 yHigepcumemi.
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Mamepianu ma memoou. Y npoyeci 00CiOHCeHHs: BUKOPUCIAHO MAMEPIanU HAYKo-
BUX PO3BIOOK 3a YI€I0 memMamukoio. 3acmoco8ano maxi 3a2albHOHAYKOBI Memoou, 5K
aHaniz i cunmes, AHANO2IA MA MOOENIOBAHH, A MAKOHC eMNIPUUHULL.

Pe3ynomamu oocnioxncenna. Busnaueno noxoodscenns i 3uauenns mepmina "inghop-
Mayitine cepedosuuje ynigepcumemy", a maxKoc UCYHYmMo HAYKOSI 2inomesu npo 3aaedic-
Hicmb AKocmi oceimu 8i0 euxopucmanua cydacuux 3aco6ieé IKT ma "xmaprux cepsicig”,
a makosic po3oyoosu iHGOPMAYIlIHO2O OCBIMHLO20 CEPeOOsUa 3 BUKOPUCIIAHHAM KOMN 10-
MEePHUX IHMEPHEM-MEXHONO2ILL.

3a pesynomamamu Y020 OOCHIONCEHHSI PO3POONEHO KOMNIEKC NPONO3UYill, 30Kpema:
CMBOpenHsT Ma B00CKOHANEHHs IHGOpMayitinoco cepedosuuia yHigepcumemy, 3anposad-
0JICeHHsL 8 OC8IMHIll npoyec 3acobié OUCMAHYIUHO20 HABYAHHS, OCHAWEHHS ayOoumopit
CYHACHUMU KOMN TOmepamu i3 6CMAHOBIEHHAM NPOSPECUBHO20 NPOSPAMHO20 3A0e3NeYeHHsl,
OCHaueHHs 6Cici mepumopii, Oe Npoxooume HABYAHHSA, BLIBHUM OOCHYNOM 00 Mepexci
inmepHemy,; 3a0e3neyerHsl 8LIbHO20 00CHIYNY 00 6HYMPIUWHIX OC8IMHIX Cepsicie O cnyOeHmis
ma GUKIA0AYI6 YHIGepCUmenty He mijlbKu 8 YHIGepCUmemi, ajie i 3a 020 Medcamu.

Bucnoexu. Ilpoananizosano nonsmms "ingpopmayiiine cepedosuwe ynieepcumemy"
CMOCOBHO NIO20MOGKU axieyie 3 OU3AUHy pekiamu, wo ysiopano 6 cebe 6ecb 00C8i0
HAYK08020 ONPAYIOBAHHA 6I0 Pi3uyHO20 i XiMiUHO20 cepedosuya 00 CYY4ACHO20 3HAYEHHS
11020 K €OHOCMI KIAbKICHUX [ SKICHUX NEOd202IYHUX MONCIUBOCMeEl HOOPMAYIUHO20
0CBIMHBLO20 CepedosUIld 3 BUKOPUCIAHHIM KOMN TOMEPHUX iHmepHem-mexnonoziu. Ingop-
Mayiine cepedosuuye YHIGEPCUMemy HAOAE MONCTUGICMb 3ACMOCYSAHHS PISHUX NPULIOMIG
noby008u 0C8IMHbO2O NPOYECY; MONCTUBUM € THOUBIOYATbHUL NIOXIO PA30M 3 OOHOYACHUM
BUKOPUCIMAHHAM  THOUBIOYAbHO-2PYNOBUX Memooie | ¢hopm HaeuanHs. Buxopucmanws
Google Classroom ma Moodle y 3axnaoi euwoi ocgimu cucmemamuszye ma UHOCUMb HA
OinbUL BUCOKULL PiBeHb POOOMY CIX YUACHUKIB 0CBIMHBLO2O NPOYeC).

Buknadeni xonyenmyanvHi nonodceHHs NompeOyrOmMv HOOANLUIO2O HAYKOBO2O
00CNIONCEHHs 8 HANPAMI NO2NUONIEHO20 BUKOPUCMAHHA MONCIUBOCTNEL XMAPHUX Cepeicie
O/ HABYAHHS.

Knwuoei croea: iHbopmariiiine cepemouiie, mpodeciita ImiaroToBKa, HaB4aaIbHO-
BuxoBHUH rpouec, IKT, koM 10TepHi pekiIaMHi TeXHOJIOTI1, CepeIOBUIIIHUMA T1IXi.
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