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STATE AND ECONOMY

UDC 339.5(477)

MAZARAKI Anatoly, Doctor of Sciences (Economics), Professor,
Rector of KNUTE

MELNIK Tetyana, Doctor of Sciences (Economics), professor, the head
of foreign economic activities department of KNUTE

FOREIGN-TRADE SECTOR
OF UKRAINIAN ECONOMY

There have been discovered specific trends of the movement of foreign — trade flows
and changes under institutional conditions, which have turned out to be in Ukraine within
the recent years and in the current year in particular.

There have been revealed the reasons for reducing price competitiveness of export
and the possibility of the transition to non-price methods of competitive struggle. There
have been characterized the reasons and consequences of critical retardation of Ukraine in
the area of high-technological export, positive and negative sides of import substitution,
shortcomings of customs protection in the innovation sphere, there have been offered the
measures towards improving the situation in the foreign-trade sector of Ukraine.

Keywords: export, import, competitiveness, customs, policy, import substitution,
restructuring.

Ma3zaparku A., Menvnuk T. Bueutnemopzo6wtii ceKmop yKpauHcKou IKOHOMUKU.
Buvisignensl xapakmepuvle meHOeHYuu 08UNCEHUS HEUHEMOP206blX NOMOKO8 U USMEHEHU
UX MoBapHOU CMPYKMYpPol 6 UHCIUMYYUOHATbHBIX YCI06UAX, CIONCUSUIUXCA 8 YKpaune 6
meyenue NoCi1eOHUx 1em U 8 meKyujem 200y 8 4YaCmHOCMU.

Packpvimel npuuunsl cHudicenus Yyenoeou KOHKYPEHMOCHOCOOHOCMU IKCHOpMAa U
B03MOJCHOCIU Nepexo0d K HeYeHOB8bIM Memooam KOHKYpeHmHOU 60pbobl. Oxapaxme-
PU306aHbL NPUHUHBL U NOCTEOCMEUs. KPUMUHECKO20 OMCMABaHUs YKpauHvl 6 cepe 8bicOKO-
MEXHONO2UYHO20 IKCNOPMA, NONOJICUMETIbHbIE U OMPUYAMETbHbIE Yepmbl UMNOPMO3aMEUeHls,
HeOOCMAamKy MAMONCEHHOU 3auumsvl 8 UHHOBAYUOHHOU chepe, NPeonoiceHbl Mepbl no
VAYUUWEHUIO CUMYayuy 60 6HEUHEMOP2060M ceKmope YKpauHul.

Kniouesvlie cnoea: HKCIOPT, UMIOPT, KOHKYPEHTOCIHOCOOHOCTb, TaMOXKEHHAs
NOJINTHKA, UIMIIOpTO3aMelleHne, pehopMUpOBaHUE.

Background. The globalization of the world economy and orientation
of the world policy of Ukraine towards the integration with the EU raise the
important demands to the country concerning acceleration of economy
restructuring, modernization of production, harmonization of legislation, etc.

© Mazaraki A., Melnyk T., 2013
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STATE AND ECONOMY

But because of different reasons the fulfillment of these demands and
tasks have been impeded for the last two decades that led to the accumu-
lation of non-solved problems and the sharpening of their consequences.

Within the first half of 2013 we observe the decline of GDP in
Ukraine that together with zero inflation leads to the standstill in economy.

Stagnation practically covered all the sectors of economy in which we
observe the 10 % rise. Economy can raise GDP by 1 % at the expense of
agricultural economy. Metallurgy and chemistry, for the products of which
the world demand reduced, will not present positive indicators of the raise.

Unsatisfactory dynamics of GDP in the current year, first of all, is
linked with the conjuncture of foreign market, the decline of the world
demand and prices for metal, the products of basic chemistry, and separate
types of machine-building products. However, these indicators became
characteristic as for the market of EU, as well as for the RF, to which also
temporary "trade wars" concerning exporting Ukrainian dairy products,
railway carriages etc. were added.

During the period of January—July 2013, the decline of construction by
17.7 % according to the corresponding period of the previous year witnesses
the decline of investment demand and availability of serious problems in the
formation of the basis of the further raise of economy.

The budget deficit and the raise of debt liabilities became the heavy
weight for Ukrainian economy. In the first quarter of the current year the
budget deficit exceeded 4.5 billion UAH, whereas at the same period of the
previous year we observe the proficit over 0.9 billion UAH [1].

The state debt at the beginning of 2010 made 318 billion UAH, at the
beginning of 2013 — 516 billion UAH, the raise of the state debt makes 63 %
within 3 years. During the first quarter of 2013 the debts rose by billion UAH.
Gold — currency reserves according to the balance of payments [2] make
23 billion USD but they mainly exist in securities which are not easy to realize.

Analysis of the latest research and publications. In modern science
literature the problems of economic development of Ukraine, the determina-
tion of its development under the conditions of the world globalization and
the challenges made by the crisis, the formation of mechanisms affecting the
state influence and the security of self capability as a subject of international
economy is actively studied by national scientists, among the scientific
works of whom there are the most grounded research of V. Geits, M. Yaku-
boskiy, Yu. Kindzerskiy, V. Sidenko [3-9].

The aim of this research is to determine movement trends of foreign-
trade flows and changes in the goods structure under the institutional
conditions that have been established in Ukraine during the recent time, to
discover the reasons for reducing price competitiveness of exports and to
develop the proposals as to improving the situation in the foreign — trade
sector of Ukraine.

Results. Experts define modern Ukrainian economy (as strategically
non—defined because of the absence of strategic forecasting of technologic
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STATE AND ECONOMY

development and priorities), institutionally ineffective (insufficient, confi-
dence to the government, high tax pressure, delaying restructurization), low
competitive.

One of the reasons for creating such a model of economy the scientists
see in bended distribution of financial flows when financial corporations
win over revenues of non-financial corporations. It does not correspond with
national economic interests, narrows investment abilities of economy and
impedes economic growth [10].

Such a high level of its monopolization hinders the economic development.

According to separate data from 76 up to 80 % of GDP is produced by
financial-industrial groups, and 200 large companies, often together with
foreign capital, produce up to 85 % of GDP [11].

The progress of economy in impeded by the absence of strategic
vision of perspective development in the country, the limitation of the
budget "horizon" for a year, which is often based on insufficiently grounded
major forecasting indicators.

As a result of the above mentioned reasons the appropriate indicators
of economic development within 2008-2012 and January — August of the

current year have been formed (table 1).
Table 1

Indicators of economic development of Ukraine, % to the previous year

January—August 2013 % to the
Indicators 2008 | 2009 | 2010 | 2011 | 2012 appropriate period of the
previous year
GDP 23 |-15.1] 4.1 5.2 0.2 -1.1
Products of industry -52 |219| 112 | 76 | -1.8 -5.7
Products of agricultural =\ 17y | 15 | 15| 199 | 45 154
economy
Investments into major funds | 2.6 | —41.5| —0.6 | 22.4 1.5 —7.9%
Real available profit 76 | 85| 162 | 61 | 97 4.7%
of the population
Level of registered 30 | 1.9 | 20 | 18 | 17 1.6*
unemployment
Level of unemployment
(according to ILO 6.4 8.8 8.1 7.9 7.5 8.0%
methodology)
Balance of the master budget
(% to GDP accordingly) ~15 | 24 | 44 |-1.75| 3.8 —4.3%
State debt and debt secured
by the state 20.0 | 34.8 | 399 | 36.3 | 36.6 -
(% to GDP accordingly)
Export of goods and 105 |-190| 32 | 60 | 26 8.6
services
Imports of goods and services | 14.9 | —46.5| 13.1 | 12.8 | -6.6 15.3
Balance of trade (% to GDP) | =74 | -1.2 | 6.8 | -8.6 -9 -16.8*

*Data including January—June, 2013.

It was calculated by the authors according to the data of the State Statistics Service
of Ukraine. — Access mode: http://www.ukrstat.gov.ua/; NBU. — Access mode:
http://www.bank.gov.ua); of the Ministry of Finance of Ukraine. — Access mode:
http://www.minfin.gov.ua).
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The analysis of indicators for the economic activity of Ukraine
witnesses that the abilities for the economic development are found to be
rather limited because national production is characterized by the over high
costs volume, insufficient results and effectiveness of using recombined

national potential (table 2).
Table 2

Effectiveness of economic activity of Ukraine and some other
countries of the world

Country | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011
Costs Volume *
Ukraine 61 59.9 59.4 60.2 59.3 60 61.3
Moldova 61.8 61.7 62.8 63.8 60.2 60 59.3
Germany 50.9 51.6 522 52.8 51.5 522 53.7
Poland 55.6 56.8 57.8 57.8 55.5 56.4 57.4
Russia 48.8 49.2 49.5 49.2 50.4 512 512
USA 453 45.4 453 45.8 43.2 44.1 44.8
Japan 45 46.1 473 49.8 46.6 47.1 47.8
Efficiency **
Ukraine 443 46 46.1 45.8 46.7 453 45
Moldova 45.5 46 44.7 44 473 48 49
Germany 54.4 53.6 53.3 52.7 54.4 53.4 51.8
Poland 50.4 49.2 483 48.2 50.1 49.4 48.6
Russia 58.3 58.1 57.4 57.6 56.9 56.4 57.3
USA 54.6 54.5 54.5 53.7 56.8 55.9 552
Japan 52.8 52.1 51.4 49.8 53.9 53.4 52.8
Effectiveness ***
Ukraine 72.7 76.9 77.5 76 78.8 75.5 73.3
Moldova 73.7 74.5 712 69 78.6 79.9 82.5
Germany 106.8 | 103.8 102 99.8 1057 | 102.3 96.4
Poland 90.5 86.5 83.5 83.5 90.2 87.6 84.7
Russia 1193 | 118.1 116.1 117.1 1129 | 1102 | 1119
USA 1204 | 120.1 1202 | 1172 | 1314 | 1269 | 123.1
Japan 117.5 113 108.7 | 100.1 1155 | 1133 | 1104

* Costs volume— is the correlation of intermediate consumption up to gross output.

** Efficiency — is the share of market value of final products and services in
wholesale output.

*** Lffectiveness is the correlation of the market value of final products and
services in intermediate consumption.

Source: It was calculated by the authors according to the International
national accounts within the corresponding years. — access mode: http:/data.un.org.

Because of the high expenditure of resources in 2012 in Ukraine 73.3 cop.
of final products for 1 UAH of intermediate spending were produced in
Ukraine. The similar meaning of the indicator Belarus has, that witnesses
the policy of wasting one’s own resources. However, the countries that
reached significant success in activization of one’s own innovative potential
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have rather better results. Particularly, in 2011 the effectiveness of economic
activity of Japan made 1.10 USD of final products for 1 USD of
intermediate spending of Russia — 1.12 USD, USA — 1.23 USD.

The unsatisfactory is the situation in the foreign-trade sector because
of deterioration of the pricing terms in trade and the decline of price
competitiveness that generated the deficit of trade balance (table 3).

Table 3
Main indicators of foreign-trade operations and trade terms
Indicator 2008 | 2009 | 2010 | 2011 | 2012 | 1Ay
June 2013

Exports, bln, USD 66.97 | 39.70 51.41 68.39 68.81 35.93

Import, bln. USD 85.54 | 45.43 60.74 82.61 84.66 41.74

Balance, bln. USD -18.57| -5.74 | 934 | -1421 | -15.85 -5.81

Coefficient of trade terms 1.006 | 0.738 1.067 1.041 0.890 0.760

Real effective exchange
rate

115.1 96.5 99.0 99.4 101.7 102.3

Source: it was made by authors according of the data of the State Statistics Service
of Ukraine. — Access mode: http://'www.ukrstat.gov.ua;, World Bank. — Access
mode: http://data.worldbank.org.

During January—July 2013 the real effective exchange rate rose by
0.69 UAH, that reduced price competitiveness by the same amount under the
absence of opportunities to raise non-price competitiveness of economy, as
there were no modernized progress, and the process of ageing is still going
on (coefficient of ageing rose from 43.7 % in 2000 up to 74.9 % in 2010) [10].

However we don’t observe any positive changes in goods structure of
export (table 4). The goods of, mainly, raw materials function, dominate in
it (foodstuffs, ore, metals), which are greatly dependent on the fluctuation of
the world conjuncture.

In 2011-2012 the part of agricultural raw materials has increased in
the exports structure and has reduced the part of mineral products, products
of chemical industry and metals that are goods the demand for which has
fallen on the world market.

Because of such changes in the commodity pattern the bigger share of
machine building products and prepared foodstuffs was formed.

The share of highly technological products is rather low which is
connected with the decrease in innovative activity of enterprises the part of
which decreased by 1.5 times from 26 % to 17.4 %. It means that every sixth
enterprise was innovatively active, this index is several times less than in
innovatively developed economies (table 5).

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 9
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Table 4
Commodity structure of national export, %

Commodity group 2000 [2005 [2007 [2008 [2009 {2010 [2011 [2012
I Mainly raw materials 31.5 |35.82 [30.7 [34.4 [399 (389 | 42 (439
Agricultural raw materials | 6.7 8.8 85 1124 187 |143 |145 |20.9
Mineral products 9.6 (1373 |87 |10.5 |98 |13.1 [150 |11.0
Products of chemical 123 104 [102 [90 |77 |81 |93 |89
industry
Wood and its products
(except furniture)
II Mainly products
of investment function
Ferrous and non-ferrous
metals and their products
Machines, equipment,
transport vehicles, devices
III Mainly goods of 780 |7.35 |7.30 |6.10 [7.90 |7.00 |6.10 |6.70
consumer function
Finished foodstuffs 2.8 |3.77 | 4.2 3.8 53 5 4.3 5.1
Leather and fur raw
materials and their products 0.8 0.6 0.8 0.5 0.4 0.3 0.2 0.2
Textile and its products 420 (298 |23 1.8 2.2 1.7 1.6 1.4
IV Other goods 3.6 2.3 2.6 4.8 2.6 2.6 2.2 2.6

29 1289 |33 2.5 3.7 34 3.2 3.1

571 |545 (594 |54.73 |49.6 |51.5 [49.7 |46.8

44.4 14097 422 |41.2 |323 |33.77 |323 |275

12.7 |13.53 (17.2 |13.52 |17.3 |17.8 (174 |19.3

Source: it was made by the authors according to the data of the State Statistics
Service of Ukraine. — Access mode: http://www.ukrstat.gov.ua.

Table 5

Indices of innovative activity of industrial enterprises

Index 1994 (1999 | 2004 (2005 {2006 (2007 {2008 {2009 [2010 2011 |2012
Number of innovatively 1506|3761 1359 (1193 1118 [1472 |1397 |1411 1462 1679 [1758
active enterprises (units)
Part in the total number
of industrial enterprises %
Volume of realized

26.0 |13.5 | 13.7 |11.9 |11.2 |14.2 |13.0 [12.8 |13.8 |16.2 |17.4

innovative products, - — |18.78 |24.99]30.89(40.18|45.83|31.43|33.7 [42.4 (36.2
billion UAH

Part of innovative product

in the total volume - - 58 |65 167 |67 |59 |48 |38 |38 |33
of realized product, %

GDP - — | 544 |5.66 |5.68 |5.57 |4.83 |3.44 |3.11 [3.26 [2.56

Source: it was made by authors according to the data of the State Statistics Service
of Ukraine. — Access mode http://www.ukrstat.gov.ua.

Table 4 data show that the part of innovative product in the total
volume of realized industrial product remains very low. In 2012 this index
was only 3.3 % and the part of innovative product relative to GDP —2.56 %.
For all this reduction of these indicators from 2006 shows the destructive
processes in the investment allocation in favor of raw material industries
(primary industries) of Ukraine.
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Innovatively active small and medium-sized (SMB)' enterprises
constituted 63 % of total number of innovative enterprises contrary to 49 %
in 2005, but their share is only 14.4 % of realization of innovative product
while as at the same time, the rest production volume (89.6 %) was realized
by the 47 % of innovatively active large enterprises.

Almost two times reduction of the innovative activity scale indicates
that current institutional conditions do not create opportunities for Ukrainian
enterprises to engage in this activity, and their further stagnation can lead to
the recession of domestic innovation potential.

In the leading countries — the USA, Japan, Germany and France the
portion (share) of innovatively active enterprises varies within the limits of
70-80 % [2].

During 2000-2012 the number of items of mastered production of
innovation products reduced by more than 4 times, and the number of
introduced new technological processes increased by more than 1.5 times
(from 1403 to 2188) (figure 1).

30000 1 . .oz BT 3000
5 o >~ D o I
200004 2 § g E = 2 ¢ = Z
18 @ i 2 5 = + 2000
10000 - < S © % ® 2+ 1000
= 2 2 2 4 3 2 3% 8 %
2\ ﬁ on N N N N N on o
0 L} L} L} lﬂlnl|_|l|_|l|_|l|_ll|_|lnlH 0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

innovative kind products production mastered (left axis)

new technological processes implementation (right axis)

Figure 1. Dynamics of innovation implementation at the enterprises
of Ukraine in 2000-2012 units

Results of research show that in the domestic industry there dominates
the tendency not to the renewal of production capacity but loading existing,
non-production capacities.

Long delay of their modernization increases innovation gap between
technical equipment of national producers and their international competitors,
thus deepening technological lagging of Ukraine behind world leaders.

' According to the c1.62.7 CCU small businesses (regardless of ownership) refer to
the enterprises in which an average number of employees in the financial year is not more
than 50 persons, big businesses refer to the enterprises in which an average number of
employees in the financial year is not more than 250 persons, others — are medium sized
businesses.
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The innovations at the enterprises of process industry were the most
actively implemented, the share of which was 99.7 % of all implemented
innovations in 2012, including machine building (47 %), foodstuff industry
(19.6 %), chemical and oil-chemical industry (12.3 %)).

In extracting industry the number of new technological processes
implementations was only 1.6 % of their total number [13].

In engineering the number of new technological processes implementation
was insignificant (7 %). Taking into account the fact that production of this
industry is the substantial exports share, with the aim of improving its
competitiveness level, the task of innovation renewal of this industry
production is urgent.

Export supply of innovation product of 14.5 billion UAH value in
2012 was done by 332 industrial enterprises of Ukraine (in 2010-343 enter-
prises on 13.7 billion UAH (figure 2).
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Figure 2. Dynamics of enterprises number and share of realized innovation
product by them from Ukraine

Source: it was made by authors according to the data: Scientific and Innovation
activity in Ukraine — access mode (http://ukrstat.org/uk/druk/publicat/kat u/
publnauka_u.htm).

The share (portion) of exports supply of innovation product has been
reduced from 52.6 % to 40.0 % of total volume of this product realization
during the period from 2008 to 2012.

Commodity structure of highly technological exports within the
researched period is being almost stable from 2005.

The lion’s share (the biggest share) of highly technological (over 65 %)
is formed by aerospace technique, namely turbo-jet and turboprop engines,
aero planes and spacecrafts.

On the level of 16.7 % there are scientific devices that include devices
and appliances for automatic regulation and control, for taking pressure,
oscilloscopes, spectrum analyzers, etc.
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The third position is taken by the electronic and telecommunication
goods, the share of which is 11 % including radars, commutators, consoles,
digital devices. The share of pharmaceutical goods is 3.4 %, computer and
office technique — 3.0 %. All in all, the dynamics of highly technological
exports share in total commodity exports volume was characterized by trend
very close to the GDP change connected with crisis (2005 and 2008) and
with the share reduction in 2011 (figure 3).
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Figure 3. Dynamics of highly technological exports share in the total volume
of commodity exports from Ukraine

Foreign trade HTG of Ukraine is characterized by credit balance,
which is during the investigated period more than 1 billion USD annually.

The reason of such situation is, first of all, the absence of systematic
state support of exports, exports crediting, lack of exporters interest
protection on the world markets.

Under these conditions a very small share of Ukrainian exports of
highly technological product in the total volume of world exports is being
formed. According to the World Bank data this share in 2011 was only 0.1 %
against 0.05 % in 2000 and 0.06 % in 2005. In other countries this share and
the rates of its growth were more substantial. Thus in Poland the share of
highly technological goods in world exports in 2011 has grown up to 0.45 %
or by 6.4 times, in Czech Republic accordingly — from 0.18 % to 1.21 % or
by 6.7 times.

The same dynamics of exports share of HTP was made by Chine
(by 6.8 times) (table 6).
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Table 6
Share of separate countries exports of HTG, %

Country 2000 2005 2006 2007 2008 | 2009 2010 2011
China 3.55 13.62 15.0 18.14 1421 | 1434 | 23.23 24.11
USA 17.11 | 12.14 | 12.13 12.31 8.61 5.83 9.61 7.66
Germany 7.19 9.06 8.80 8.39 6.05 5.86 9.94 9.67
Japan 11.08 7.80 7.01 6.53 4.61 4.08 4.97 6.67
Czech 0.18 0.56 0.66 0.83 0.68 0.63 1.16 1.21
Republic
Poland 0.07 0.17 0.18 0.22 0.27 0.42 0.37 0.45
Ukraine 0.05 0.06 0.05 0.07 0.06 0.09 0.09 0.10

Source: calculated by authors according to the data Indicators of the World Bank. —
Access mode: http://data.worldbank.org.

By WTO criterion exports competitive goods are those goods for
which the country share in the world exports of this commodity group
makes more than 3.25 % [14]. On the basis of UN statistics as to the goods
trade (Comtrade) it is defined that only 0.76 % of sub positions of Ukrainian
highly technological goods (3 sub positions from 395) correspond this criterion.

In 2012 the following highly technological goods in the group of
aerospace technique were marked as competitive on the foreign market:

e space devices (including satellites), missile-carriers and suborbital
missiles (code UKGFAC 8802 60) — 7.1 % of worlds exports;

e turbo-jet, turbo-prop engines and other gas turbines with traction not
more than 25 kN (code UKGFAC 8411 11) — 10.5 % of world exports;

e turbo-jet, turbo-prop engines and other gas turbines with power
above 1100 kW (code UKGFAC 8411 22) —22.8 % of world exports.

It became possible at the expense of price factors of competitive struggle,
the comparison of separate average value of exports and imports of highly
technological product by the criterion Moller-Nilson testifies to it (table 7).

Table 7
Mid-annual price indices of Ukrainian goods foreign trade

Year Export price, USD/kg Import price, USD/kg Price difference, %

HTG other HTG other HTG other
2002 73.7 0.16 26.1 0.19 64.6 —18.8
2003 130.7 0.20 254 0.22 80.6 —10.0
2004 169.9 0.26 36.6 0.29 78.4 —-11.5
2005 49.6 0.28 27.8 1.27 43.9 —353.6
2006 81.1 0.46 28.9 1.27 64.3 —-176.1
2007 123.5 0.39 35.8 0.59 71.0 =51.3
2008 1333 0.49 37.1 0.84 72.2 —71.4
2009 126.1 0.29 71.9 0.60 43.0 —106.9
2010 116.5 0.37 61.9 0.59 46.9 =59.5
2011 118.3 0.37 58.5 0.80 50.5 —116.2
2012 150.1 0.39 48.7 1.03 67.5 —164.1

Source: calculated by authors on the basis of date [15] by methodic [16].
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According to this criterion if the separate values of exports and
imports differ by more than 15 %, then it is considered that goods are of
different quality [17]. Difference of mid-annual price on exports and imports of
highly technological goods in Ukraine varies within 40—-80% and during the
investigated period it was always in favor of domestic product. But the share
of export of highly technological goods from Ukraine in the total volume of
exports did not exceed 3.5 % for the last decade. The opposite situation is
typical for other exports goods; their price in 2012 was 1.6 times lower than
of separate imports value.

The existence of such tendencies in the foreign trade of Ukraine
testifies to certain problems.

First, in the sphere of high technologies Ukraine imports cheap goods
which are formally considered to be highly technological but are no more
advanced in the world, i.e. domestic demand is provided by old techno-
logical goods.

Second, Ukrainian exporters neglect the instruments of non-price
competition.

Because of that, the main competitive advantage of domestic producer —
low price — very often provoke antidumping investigation and minimize
effectiveness of used innovative potential, and sometimes causes innovative
inaction of whole branches of industry. So, competitiveness for those kinds
of domestic products that have competitive advantage may be characterized
as temporary indicator which is unable to provide non-turbulent environment
for Ukrainian producers on foreign markets.

Today the economic competition on the world markets concentrates
not only on price but on non-price indicators also: quality of product, sales
conditions and after sale service.

Conditions of complex machine building product trade became especially
worse.

Even if the country produces competitive as to consumer quality,
goods — it is not enough for its successful realization abroad.

It is urgent for domestic companies to get their own position on
certain foreign markets. It is necessary for this to provide confirmation of
quality certification, servicing, financial accompanying, i.e. to provide,
while selling technically complex product, a consumer (commercial) credit
to customer.

Now on the world market competition is going on not so much by the
price of product as by the terms of this credit. Any of these directions was
developed. But if you do not work at this actively you may further lose
possibilities to increase exports and to balance foreign trade credit balance.

Under the new Tax codex Ukrainian small and medium-sized
enterprises are not allowed to engage foreign economic activity. It means
that small businesses which are the main inventors and sellers on the foreign
markets of innovations in the developed countries, in Ukraine are limited by
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internal demand, solvency of which is rather narrow. By the International
financial corporation estimation only 7 % of small and 15 % of the medium
sized businesses in 2008 carried out exports operations (table 8).

Table 8
Indices of small and medium sized business development in separate countries
of the world
. Share of SMB exporters in
Country Share of SMB 1n.t0tal the total numberpof SMB
number of enterprises % .
subject %
Belarus 94.2 38.9
Great Britain 99.5 18.2
Italy 99.7 18.0
Canada 99.8 86.0
Korea 99.9 33.0
Netherlands 99.6 20.0
Germany 99.5 23.2
Russia 95.2 14.6
USA 99.6 30.0
Finland 99.5 16.4
France 99.8 12.6
Sweden 99.6 23.8
Japan 99.3 30.0
Turkey 99.9 56.0
EU 27 99.8 65.0
Ukraine 99.4 7-15°

*SMB share corresponding
Source: made by authors according to the data [19].

The urgent task to stimulate foreign economic activity of SMB is
carrying out non-discrimination policy aiming not at the reducing tax
burden but at simplifying law demands. Studying entrepreneurship in HEE
may contribute to the increasing the level of business-education of SMB.
This instrument in the world practice is rather effective; it does not require
additional state expenses and has a prolonged effect. Studying will make it
possible for SMB to renew the right for foreign economic activity.

The support of the effectiveness of exports activity of SMB subjects
begins from adopting certain program aimed at assisting the access to
international markets. Such program (strategy) is adopted in many countries
of Eastern partnership and according to this program there were established
agencies which are specialized at supporting export-oriented enterprises. In
Ukraine the project of National strategy of exports development and the bill
on creating state exports agency are now being developed.

But they are very slow being implemented into real activity. It is
worth to speed up the creation of such agency under the Ministry of
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economic development and trade of Ukraine. It might be useful to delegate
to the functions of the Ministry the power to support the possibility to get
the estimation of creditability, to arrange external contacts providing SMB
with the information as to international markets, stimulating investigation
and development and implementing international standards of quality.

The increase of HTG outside of Ukraine in proportion of the develo-
pment and improving the structure of their production depends on the
strengthening the state support of exports, first of all, giving the exporter
guarantee of VAT compensation while exporting innovation product, protection
of domestic exporters interests and assistance in promotion of their product
to world markets.

One of the powerful ways that influence the production and foreign
trade of innovation goods is the institutional component of these processes.

The institutional environment is still the weakest (poor) environment
on the map of Ukraine competitiveness. Thus, according to this element in
the rating of Global index of competitiveness, this position occupies 131 place
from 142 of investigated countries in 2011. Among the most problematical
questions are ineffective normative-legal base (135 place), property rights
un-protection (138) and injustice of legal proceedings (138).

By components of index innovation capacity, institutional system of
Ukraine occupied 96 place from 131 countries which were investigated.
This rank indicator is conditioned by low effectiveness of management (97)
and unstable state policy (101).

Institutional component of Global index of Ukraine innovation
occupied 103 place among 125 countries. Under this there was also defined
substantially low effectiveness of normative-legal base (101) and political
instability (103) that lower rank of Ukraine in the rating more than
unfavorable terms of doing business (81). In spite of different institutional
regulators of Ukraine estimation in world ratings, it is possible on their base
to make a conclusion about the existence of problems that impede influence
of institutional indicator on the economy of Ukraine.

Lowering of external demand for Ukrainian product resulted in growth of
goods exports lagging from imports and growth of import flow of goods.
Such dynamics of foreign trade operations caused the formation of negative
balance of trade, which in 2012 was 15.8 % billion USA dollar or 9 % GDP.

Existing commodity structure of foreign trade of Ukraine resulted in
chronic deficit of balance of payment. As statistic shows, exports of Ukraine
has raw material character and consists of products of first technological
processing and imports on the contrary, consists from highly technological
products and goods of finished consumption as well as energy carriers. In
the structure of domestic imports in 2012 the machine-building product
constituted the main part (26.4 %). One would think that under such situation
the problems with technological modernization should not exist, but almost
half of imported machines and equipment is goods of durable consumption
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(automobiles, domestic electrotechnics and electronics). At the same time
raw materials constitute 55.8 % of total volume of imports (table 9).
Table 9

Commodity structure of imports into Ukraine, %

Commodity groups 2000 | 2005 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012

1. Mainly raw 592 | 522 | 492 | 50.1 | 62.1 | 60.1 | 58.3 | 55.8
materials
Agricultural raw 23 | 34 | 33 | 44 | 64 | 53 | 41 | 54

materials
Mineral products 43 32 284 | 29.7 | 345 | 348 | 364 | 32.5
Products of chemical | 14 | 144 | 133 | 176 | 167 | 151 | 154
industry

Wood and products of
wood (but furniture)
IL Mainly goods of | 5, 5 | 348 | 41 | 308 | 264 | 27.8 | 31.2 | 326
investment purpose
Ferrous and non-
ferrous metals and 4.6 7.4 8.2 8.7 6.3 6.8 6.9 6.2
products
Machines, equipment
transport, devices
I1I. Mainly 87 | 9 | 66 | 65| 85 | 85 | 67 | 77
consumer goods

Finished foodstuffs 3.8 4 34 3.1 4.5 4.1 3.7 3.5
Leatherand furraw 3 | o3 | o3 | o3 | 03 [ 03 | 02 | 03
materials and products
Textile and its 46 | 47 | 29 | 31 | 37 | 41 | 28 | 39
products, shoes

IV.Other goods 9.9 34 3.2 3.6 3 3.6 3.8 3.9

2.9 34 3.1 2.7 3.6 33 2.7 2.5

17.6 | 27.4 | 32.8 | 31.1 | 20.1 21 243 | 264

Source: made by authors according to the data of State Statistics Service of
Ukraine. — Access mode: http://'www.ukrstat.gov.ua.

The most sensitive to imports expansion into Ukraine became the
domestic market of consumer goods. The share of these goods that were
realized through the trade network of Ukrainian enterprises has grown from
24.7 % in 2000 to 38.1 % in 2011, out of which foods — from 6.8 % to 12.8 %
and nonfoods — from 41,3 to 52.8 %. That is only through the retail turnover
of goods almost 10.2 % of national GDP of Ukraine is used to support
foreign manufacturers. As a result, Ukrainian imports satisfying the current
consumers demand did not become, as it is in many developed countries,
active instrument of speeding up scientific-technical progress, modernization of
production and technological potential of the country, but instead, weakened
competitive position of domestic producers on the internal market.

The structure of using import products in Ukraine illustrates the
contribution of import into the economy of Ukraine (table 10).
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Table 10
Structure of using import product in the economy of Ukraine
Intermediate use Final use Gross (wholesale) i;(;tjllrt
Year ™ iition 9 billion » billion » billion
UAH ° UAH ° UAH ° UAH
2005 139386 62.3 44705 20.0 39464 17.7 223555
2007 223217 61.3 63153 17.3 78003 21.4 364373
2008 325990 62.6 94578 18.2 100020 19.2 520588
2009 271425 61.9 92365 21.0 75043 17.1 438860
2010 395418 68.1 121662 20.9 63864 11.0 580944
2011 530879 67.3 148306 18.8 109716 13.9 788901

Source: national calculation of Ukraine. Tables "Expenses-output" in main prices
in corresponding years.

The structure of using import during 2005-2009 was rather stable,
especially the share of products of intermediate use, which from year to year
was within the limits of 62 %. It is connected with the preserved structure of
industrial production, insufficient implementation of progressive techno-
logies which impede possibilities of significant changes in technology and
resource intensity of production processes. In 2010-2011 the share of inter-
mediate consumption grew a little and was 68.1 and 67.3 % correspondingly.

The share of highly technological import in 2000-2011 reached maxi-
mum 5.89 % to the total volume of commodity import to Ukraine in 2006
and lowered up to 2.5 % in 2011 (figure 4).
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Figure 4. Dynamics of highly technological share of import in total volume
of commodity import to Ukraine

Demand for highly technological import to Ukraine mainly was
formed by trade positions shown in table 11.
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Table 11
Dynamics of highly technological goods import to Ukraine, billion USD
. Computer Electronic e
Pharmaceutical | Aerospace and Scientific
Year : and office . Total
goods technique . telecommu- devices
technique L
nications
2002 110.8 27.5 63.2 277.8 128.9 608.2
2003 157.0 30.8 93.3 381.7 173.0 835.8
2004 191.0 74.6 65.6 695.7 355.6 1382.5
2005 256.7 64.8 92.3 999.3 299.0 1712.2
2006 353.5 108.7 91.5 987.3 393.4 1934.5
2007 468.9 135.8 117.3 902.5 587.5 2212.0
2008 587.9 90.7 200.2 928.8 654.5 2462.0
2009 602.8 72.8 67.5 827.8 329.0 1899.8
2010 625.6 74.9 158.2 1293.7 413.7 2566.1
2011 763.9 167.3 241.3 302.2 594.4 2069.0

The volume of highly technological goods import in terms of money
in 2011 decreased comparing to 2010 by quarter and reached almost
2.1 billion USD which is 1.9 times more than volume of such goods export.
In 2011 the volume of HTG decreased only at the expense of electronic and
telecommunications goods. Volumes continued to grow in other positions.
Such situation was formed by steady domestic demand for pharmaceutical
goods, electronic and telecommunications. Decisive commodity position of
the first became medical goods on the basis of antibiotics and for treatment
immune system disease. In electronic and telecommunication group mobile
phones predominate; customs duty for them is 0 % [21].

Among the goods, import volume of which decreased in comparison
with the demand for them in 2010 are electronic and telecommunications
(23.4 %). The reasons of such demand reducing is the fluctuation of financial
stability of most part of enterprises, when it is not safely to withdraw large sums
from circulation, and lack of investment sources of finance, namely credits.

During 2002-2011 in foreign trade of highly technological goods in
Ukraine we can observe negative credit balance, which was 0.97 billion USD
in 2011. As a result, coefficient of cover of highly technological imports by
domestic exports is still very low; in 2010 it was only 0.4 and in 2011 —
0.53 (table 12).

The average meaning of trade terms index, which shows the rate of
growth of average price of exports with regard to imports during the investigated
period exceeds "one" which also confirms bigger cost of domestic high
technologies comparing the imports goods. Considering physical volumes of
imports, one may say that Ukraine carries out in equivalent exchange by
highly technological goods with economically developed countries. Besides,
the lack of financing and uncertainty of expectations in current years don’t
assist scale processes of import substitute.
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Table 12

Coefficient of cover of highly technological goods import by corresponding
export and index of trade terms in Ukraine

Index 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Coefficient
of cover of
import HTG by
corresponding
export in
quantity
Index of terms
of trade HTG
Mid-annual
price HTG,
thousand USD
export 73.7 | 130.7 [169.9| 49.6 | 81.1 | 123.5]133.3|126.1|116.5|118.3

import 26.1 | 254 |36.6|27.8 | 289 | 358 | 37.1 | 71.9 | 61.9 | 58.5
Difference
of mid-annual 64. | 80.6 | 784|439 | 643 | 71.0 | 72.2 | 43.0 | 46.9 | 50.5
prices, %

0.68 | 0.97 10.82|0.27 | 032 | 045 | 045 | 0.49 | 0.40 | 0.53

- 1.82 {090 038 | 1.57 | 1.23 | 1.04 | 049 | 1.07 | 1.07

Source: calculated by authors according to the data of State Statistics Service of
Ukraine: Commodity structure of foreign trade of Ukraine in 2002—-2010. — Access
mode: http://www.ukrstat.gov.ua.

One of the ways of domestic producer protection and stimulating the
demand for domestic highly technological goods in the current system of
tariff regulation in the innovation sphere.

This system has the discrimination character as according to the
national legislature there envisages tariff privileges in the form of temporary
and without time limit preferences for separate group of highly techno-
logical goods, namely:

e exemption of the goods from import duty. This preference refers
without time limit to pharmaceutical products and ingredients, that are used
for their production, but are not produced in Ukraine; goods for nanotechno-
logical industries; scientific, laboratory and research equipment and also
components and materials that are not produced in Ukraine according to the
nomenclature and volumes envisaged by the project of scientific park; up to
2015 for aggregates, systems and their components for space complexes, space
rocket carriers, space apparatus and ground segments of space systems; up
to 2016 for goods of aircraft manufacturing;

e exemption of goods from VAT with time limit to 2015 for goods of
space industry and up to 2016 for goods of aircraft manufacturing.

Tariff preferences on import of HTG are not expanded on the groups
of computer and office technique, electronic and telecommunication,
scientific devices, To investigate the influence of spot preferences given to
foreign manufacturers in the sphere of high technologies there was
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estimated the rate of protection of domestic industry in this sphere by means
of definition the import duty for highly technological groups of goods.

Calculations showed that the average rate of import duty for common
HTG group is 25% and for the most goods (62.5 %) import duty rate is 0 %,
16.5 % has rate of 10 %, 8.6 %, 5.0 %, and 3 % of categories have the
import duty rate of 1.0 % and 2.0 % (table 13).

Table 13
Average rates of entry tax on HTG into Ukraine as of 2011
Distribution of import duty rates by the categories ”
X of goods (share of goods categories that have defined duty | 8
g rates in the total volume of categories of certain groups 5
Code, . ; of goods), % 3 8
groups o g 5 5
goods by HTG group b g éﬁ
IUKGFAC* % Z 8
§ 0 0.1] 1 2 4 5 6 8 10 [ 25| s
< e
29, 30,
84, 85, | Total group 25 165610830130 (05| 86 |03 1.0]16.5 0.8 395
88, 90
2930 pharmaceutical 00l 100 - | - | - | = B B B B B 33
’ product ’
84, 88, | acrospace 11778 | - |28|56] - | 83 | - | - | 56| - | 36
90 technique
84,90 |computerand o gag | | | o S on | - | 2
office technique
Electronic and
85 telecommuni- 39 | 53512110763 — 49 107128268 |21 142
cation
Scientific
90 . 231630 — [62]06]|1.2]| 148 - - | 142] — | 162
devices

* Code of group of goods by UKGFAC contains separate position and sub-positions
Customs tariff of Ukraine does not provide import duty.

Source: calculated by authors on the basis of data [22].

Among the goods of HTG the highest average import duty (3.9 % and 23 %)
have groups "Electronic and telecommunication" and "Scientific devices"
which shows the highest level of protection of domestic manufacturers of
these goods. But this level of "Electronic and telecommunication" group
cannot be considered sufficient because the average import duty rate only
1.56 times exceeds the average duty in the total group of HTG.

The level of protection for the group "Scientific devices’ is lower that
the average (23 % against 25 %). Group "Pharmaceutical product" has the
lowest import duty (0 %) which shows its most small duty protection against
the importers.

According to the World Bank evaluation, the average duty rate of all
groups of goods in 2012 was 4.55 % which provided the biggest openness
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of trade of Ukraine among countries with the level of per capita income
lower than average and brought it closer to the level of European countries,
for which the average import duty rate was 8.4 % and 4.4 % correspondingly.
Thus, it is possible to come to the conclusion that customs policy of Ukraine
is rather controversial oriented at further liberalization of imports of certain
HTG goods, that lowers the domestic manufacturer protection in the
innovation sphere.

The task of the Ukrainian government is to implement external positive
changes to the accelerated increase in domestic added value, employment
and income. But it is not enough to rely only on market forces and social policy.

To change unpromising specializations and structures of domestic
economy at the present stage of integration of Ukraine, the necessary
additional steps as to increasing labor productivity and technical progress,
investment and export support are necessary. That is why there is the
necessity to get synergetic effect from combination of foreign trade and
industrial policy, in which the pronounced role should be carried out by the
potential of domestic proposition.

Now, in the condition of full openness of the economy, domestic
producers feel the pressure from foreign competitors in the face of powerful
TNCs, which provides imports in all sectors of domestic market. That is
why the government support and protection is necessary for those types of
activity which are necessary for the production development. But Ukraine
cannot do without imports of many kinds of products. It relates to the goods
of investment purpose, which are not produced in the country or they are of
a poor quality. It is very difficult to upgrade technical and technological
apparatus of domestic production without imports of such goods Imports of
consumer goods have stimulating role for domestic producers in the sphere
of increasing their competitiveness. It is not prohibited by WTO rules to
protect domestic industries against imports, it is only necessary to
coordinate levels and mechanisms of this protection.

Customs protection increase requires fulfillment of diplomatic measures,
negotiations within WTO framework, justification of motives and evidences
of necessity of such way of lessening of imports expansion on the internal
market.

The last steps in this direction were taken out at the end of 2012, when
Ukraine sent WTO an enquiry as to the increasing import duties on the
goods of 350-370 groups. WTO regulations allow starting such negotiations
once during 3 years and during 1995-2012 30 countries used this right. But
not single country included to its proposals more than 10 groups of goods.

That’s why WTO employees consider Ukrainian application as being
unprecedented and the complexity of negotiating this application is compared
with the procedure of WTO entry.

It means that because of the fact that this application was not put into
polished form Ukraine can't expect any changes in this sphere in the nearest
future, so, for example, by the data of Eurasian economic commission the
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number of restrictive measures used by different countries against goods of
countries of Customs union was less than two tens [20]: thus, USA and EU
implemented 18 measures, Ukraine — 16.

Under the conditions of yearly imports increase and negative trade
balance in government structures and publications of many authors there
was widespread the opinion as to realization of import substitute in Ukraine.

This old idea, the implementation of which in a row of countries had
not a simple result, under the patronage of the state has got positive features.
The application of this instrument might be reasonable only if the manu-
factured products which may substitute imports will be of a higher quality
or, at least, on the level of the same foreign products and will be in demand
on the world markets.

The problem is, whether nowadays there are funds in Ukraine to
organize the manufacture of such product. And if there are, then why they
were not used during decades for modernizing production apparatus with
the aim to improve qualitative characteristics.

The incentive for the beginning of processes of import substitution
could be the devaluation of hryvna at the end of 2008 which was the reason
of imports good cost increase.

But from that time no significant steps to implement these processes
have not been developed. Import substitution strategy is considered to
encourage domestic industry by introducing import restrictions. However,
the import substitute is not confined solely to the protectionism, it should
encompass a set of measures for restructuring, renewal and diversification
of production, concentration of efforts and resources to increase the
efficiency of economy.

Adherents of import substitution believe that developing countries
must first establish their own production to replace first of all, imported
consumer goods (the first stage of import substitution), and then replace the
broader range of complex industrial products by domestic products (second
stage of import substitution) making it all under protection of high tariffs
and import quotas. In the long run import substitution should promote the
diversification of local production ("sustainable development") and in the
future, after as a result of economies of scale, low labor cost and gaining
work experience, domestic prices of manufactured goods will be competitive, it
will be possible to export these goods.

In practice, however, most experts believe that the strategy of import
substitution is not always justified [23]. In particular, if it is not defined the
transition period from protectionism to fritreyderstvo then under the cover
of protective customs barriers and without the pressure of import competition,
many industries remained inefficient and costly to operate.

Considering the ambiguity of the import substitution estimation, it is
necessary to emphasize the importance and complexity of the challenges the
country faces in case of using this way of production. The task of import
substitution policy is to gradually create incentive systems that will balance
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relative effectiveness of different types of industrial production and thus
maintain domestic production of intermediate goods by reducing imports of
consumer goods and eventually encourage their industrial production for
export [24]. Scientists predict that the new economic growth is expected in
2020-s when long Kondratiev waves get uptrend. It is necessary to prepare
to it because without innovation, modernization of the production, the
participation of Ukraine in this process is impossible.

Conclusion. Import substitution cannot be the main way of formation
of efficient economy. It is more reasonable to accumulate efforts and
resources on innovative development together with restriction scales of
irrational income distribution and mobilization of authority and citizens for
solving the crucial problems that have accumulated in Ukraine. Even import
substitution can be positive if it is accompanied by the development of new
technologies and their implementation in domestic production.

The development of foreign trade sector of Ukraine its price and non-
price competitiveness depends on preconditions that are created by the state
and form capability and efficiency of the economy as a whole. It is therefore
advisable to single out several basic problems of economy on which the
external sector of economy functions and identify the ways to overcome
them. One of the major problems is the lack of strategic willingness of long
term development of economy including high-tech, innovative development
of industry. Under these conditions the question of state support of export
promotion and reducing dependence on import are being solved.

While working out the strategy of economic development and its
relevant sectors it is necessary to predict the formation of a national strategy
of export development: measures to improve goods quality, diversification
of export products assortment, orientation on external innovation markets.
A sound policy as to imports should consider the demand to renew obsolete
technological base, for which it is advisable to eliminate all restrictions of
carrying out the process of modernization, in particular, abolish high duty
on equipment.

It is also necessary to predict providing privileges in importing high-
tech equipment at the conclusion that imported equipment is not produced in
Ukraine or has better technological characteristics. Furthermore the practice
of critical import without VAT should be introduced.
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Ma3zapaki A., Menvnuk T. 306niunbomopzogenvruii cekmop yKpaincoKoi eKoHOMIKU.

ITocmanoska npodnemu. Haykogy pobomy npucesueHo npooremamuyi cydachoo
CMAaHY 308HIUHLOMOP206EIbHO2O CEKMOPAd HAYIOHATbHOI eKOHOMIKU, aHANi3y OUHAMIKU |
meHOeHyill 1io2o pozeumky. Ilpobremu poszensiHymo y KOHmMeKCmi 3a2a1bHOEKOHOMIYHOL
cumyayii' y Kpaiti, cmany 6UKOHAHHA 3A0eKNaAPOBAHUX BUMO2S U000 NPUCKOPEHHS pedhopmy-
BAHH5 eKOHOMIKU, MOOEPHI3AYIi BUPOOHUYMEA, 2APMOHI3AYIT 3aKOHO0A8CBA MOUO.

Memoto OocniddcenHss € BUSHAUEHHS MEHOeHYIU pPYXY 308HIUHbOMOP2OBETbHUX
NOMOKI6 ma 3MiHU iX MOBAPHOI CMPYKMYPU 3a THCIMUMYYIOHANbHUX YMO8, SAKI OCMAHHIM
4acom CKnamucs 6 YKpaiui, GUAGNEHHA NPUYUUH 3HUNCCHHS YIHOBOI KOHKYPEHMOCHPOMOIC-
HOCmi ekcnopmy ma po3po0OneHHs NPONO3UYil 000 NOKPAWAHHA cumyayii y 306HiUHbO-
mopzoeenvHomy cekmopi Yxkpainu.

Pezynomamu o0ocnioycennsa. Ilpoananizo6ano: NOKA3HUKU PO3GUMKY EKOHOMIKU
Yrpainu, egpexmusnocmi eKoHOMIYHOT OISIbHOCMI, 308HIUHLOMOP20GEILHUX ONepayii ma
YMO6 MOp2i6Ni NOPIBHAHO 3 THUWUMU KPAIHAMU C8ImY, MOAPHOI CMPYKMYPU BIMUYUSHAHOZ0
excnopmy ma iMRopmy, CMaHy IHHOBAYIUHOI OLLIbHOCMI NPOMUCTOBUX NIONPUEMCIE HAUUOL
oepoicasu; CMpYKmypy Ceimoeoi mopzieii 6UCOKOMEXHON0IYHUMU MOogapamu i micye 6 Hill
Yxpainu. Ha ocHosi tpyHmogHo20 ananizy nOKA3HUKIE eKOHOMIUHOT OIAIbHOCHI 008€0eHO, o
MONCTUBOCE eKOHOMIYHO20 3DOCMAHHA V' NOMOYHUX YMOBAX CYMMEBO 0OMENHCEeHI 8HACTIOOK
HEeOOCKOHANOCHI HAYIOHAILHO2O 3AKOHOOABCMEA, HAOMIPHOI MOHONOMI3AYTT PUHKY, HAOHU3LKO2O
Pi6Hs iHHOBaYIIHOI OIAILHOCII, HEOOCMAMHBOT YUACMI Y 308HIUHEOMOP208ENbHI OIILHOCI
NIONPUEMCING MANI020 MA CepeOHbo20 NIONPUEMHUYMSBA, d MAKOXHC Yepe3 NpUmamaHHi
GIMYUSHAHOMY SUPOOHUYMBY HAOBUCOKY 3AMPAMOMICIKICIb, HEOOCMAMHI Pe3yIbmAamuHicms
ma eqheKmusHICmb BUKOPUCMAHHSL PEKOMOIHAYIIHO2O0 NOMEHYIALY HaYil moujo.

Bucnoeku. Po3kpumo npuuuHu 3HUNCEHHA YIHOB0I KOHKYPEHMOCHPOMONCHOCMI
EKCNOpmy ma MONCTUBOCMI Nepexody 00 HeYIHOBUX MemOoOi8 KOHKYPeHMHOI 6opombou.
Oxapaxmepuz06ano OemepminaHmu ma HAclioKu KpUmudHo2o 8iocmaeamus Ykpainu y
cghepi  BUCOKOMEXHONOIUHO20 eKCNOpmYy, NO3UMUEHI Ma He2AmuGHi O3HAKU IMAOPMO-
3amiuyerts, HeOOMIKU MUMHO20 3aXUCmy 6 IHHOBAYIUHIU chepi, 3anponoHOBAHO 3axX00u
w000 NOKPAWAHHS CUMYayii y 306HIUHbOMOP206eNIbHOMY CeKmopi YKpainu.

Kntouosi cnosa: excnopt, iMIOpPT, KOHKYPEHTOCIPOMOXKHICTh, MHUTHA IIOJITHKA,
iMIopTo3amimeHHs, peopMyBaHHS.
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PROSPECTIVES OF INNOVATIVE
DEVELOPMENT OF UKRAINE'S
ECONOMY

In the article was considered the current state of the economy of Ukraine, was done
the analysis of foreign trade operations, was determined innovation component of Ukraine's
foreign trade. Was analyzed the place and role of Donetsk region in the formation of the
export potential of the country, provided commodity and geographical structure of export
operations. Following the results of the study was made conclusion about the necessity of
changes in the technological structure of the industrial complex of Ukraine and substitution
of industries that are based on outdated technological structures using a "breakthrough
technology".

Keywords: industry, economic growth, innovations, technological sturcture,
modernization.

Maxozon FO. Ilepcnekmugbl UHHOGAUUOHHO20 PA3GUMUSA IKOHOMUKU YKPAUHbL
Paccmompeno cospemennoe cocmosinue 3K0HOMUKU YKpauHsl, npoéeder anHaiu3 6HeulHe-
MOope06blx onepayull, 6bl0eeHa UHHOBAYUOHHAS, COCMAGIAIOWASA BHEWHEL MOP2OGIU YKDAUHDL.
Ipoananuzuposanvt mecmo u ponv JJoHeyxou obracmu 6 (GopmuposaHuu 3KCROPMHO20
HOMEHYUAIa CmpaHbl, NPUGEOeHbL MOBAPHASL U 2€02PAPUUECKAss CMPYKMYPA IKCNOPHIHBIX
onepayuii. Ilo pesynbmamam uccied08aHusi cOeian 8bl800 0 HEOOXOOUMOCHU USMEHEHUS
MEXHOI02UYECKOU CIMPYKMYPbl NPOMbBIULIEHHO20 KOMIIEKCA YKPAuHvl U 3aMeueHus npous-
600CmM8, NOCMPOCHHBIX HA OCHOB8E YCMAPEeSUIUX MEXHOL02UYECKUX VKIAO08, C UCHOIb30-
sanuem "npopuvleHvix mexunonro2uu”.

Knwueesvie crnosa: MPOMBIINIJICHHOCTD, SKOHOMHUYECKHHA POCT, HWHHOBALIWH,
TEXHOJIOTTYECKUI YKi1aa, MOACpHU3alus.

Background. The continuous improvement of the general state of
Ukraine’s economy that began in 2010 showed that the country has entered
the path of post-crisis recovery. An important direction of public policy at
this stage is to ensure the stability of positive economic results and creating
conditions for further economic growth.

Globalization processes and development of post-industrial society
require the use of technological developments in all areas of life. In highly
developed countries, high technology has radically changed the structure of
exports of finished products in favor of high-tech industries production. In
order for production of national producers to take its rightful place in
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foreign markets, main efforts of Ukrainian government should be aimed at
supporting the development of high-tech industries that will promote eco-
nomic growth. That is why the issue of Ukraine’s accelerating technological
development of the industry is essential.

The industrial potential of Ukraine is one of the backbone elements of
the national economic system and society in general. The domestic industry
ensures 45 % of the gross output and 25 % of jobs. Industrial companies
ensure a significant share of state budget and social funds, wages for the
working population, form the investment potential of the country, determine
the direction of its innovative development. However, despite this, Ukrainian
industry remains technologically backward, and therefore inefficient and
uncompetitive. Significant degree of depreciation of fixed assets indicates
the use of outdated and intensive means of production, which limits the
realization of industrial potential [1].

Recent decade has seen increasing participation of Ukraine in the
global world economic processes, which resulted in deeper economic
relations of Ukraine with many countries in different regions of the world.
However, the industry in Ukraine is losing its positions as for the output of
innovative products, which indicates the increase in raw material component
of Ukraine's exports.

Analysis of recent research and publications. Among domestic and
foreign scholars who have dedicated their works to the problems of inno-
vative component of foreign economic activity of Ukraine, firstly, should be
mentioned O. Amosha [2], O. Saveliev [3], S. Glaziev [4], B. Novytskyi [5],
Y. Pakhomov [6], B. Heits [7], L. Fedulova [8] and others.

The purpose of this study is to analyze the current state of Ukraine's
economy, the structure of foreign trade operations of Ukraine, define the
proportion of innovative production in Ukraine's exports and to emphasize
problems of further development of innovative potential of Ukraine in the
system of international cooperation.

Results. An indicator of the formation of an innovative economic
development model, according to L. Fedulova [8] is a massive reproduction
of innovative processes on a systematic basis, and depth of changes caused
by them in all sectors of the economy, but with a predominance of high-tech
development in major industries, which are the core of higher technological
structure of the economy. According to A. Amosha [2], innovative activity
in Ukraine is in the state of chronic crisis: a decrease in innovation activity
of enterprises, level of commercialization of developments is observed,
traditionally prevail minor improvements, almost no duplication processes of
innovations take place. "Innovatization" by V. Novytskyi [5], as an active
research and technological dominant of modern development and
competitive activity appears objectively in response to the changing nature
in correlation between science and industry, as well as their manifestation of
their new functional correlation.
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In the second quarter of 2013 domestic consumer demand remained
the main driver of economic activity. Thanks to the consistently high rates
of growth in real wages (9.3 % annually); private consumption grew by 7.1 %
year on year, excluding seasonal factors increase made up 2.2 %. An addi-
tional factor of sustainable growth in consumer spending of households was
lower prices for some goods and services, which contributed to increased
costs for the purchase of clothing and footwear (20.8% year on year),
household items and appliances (14.4 %). The high base of comparison last
year was a major factor in reducing the gross accumulation of fixed capital
(-19.7 % year on year) as decline in comparison with the previous quarter
was only 0.9 % excluding seasonal factor. After reducing imports of natural
gas there has been a significant reduction of working capital (by 23.2 billion USD),
which resulted in decrease of gross accumulation by 53 % year on year.

Export of goods and services in the second quarter decreased by 14.4 %
year on year and by 5.6% excluding seasonal factors. The largest decrease
occurred in the export of food products (-27.1 % year on year) due to the
decrease in exports of grain by 45%. Among the causes of significant reduction
in grain exports were:

e lower prices for grain in the world, therefore the Ukrainian exporters
did not sell out their production;

e high prices for grain handling and transportation costs in Ukraine;

e smaller grain harvest in 2012 than in 2011;

e high base of comparison last year — grain exports in the first half
of 2012 increased by 95 % compared with the same period last year.

Besides, due to low external demand exports of steel production fell
by 6.4 % year on year, engineering — by 8.2 %, chemical products — by 5.5 %.

For the first time since the first quarter of 2010 the rate of import
changes was lower than the rate of export changes. Reduced imports of
goods and services in the second quarter of 2013 were 19.1 % year on year.
The greatest decrease occurred in imports of products of the energy sector
(42.5 % year on year) due to lower natural gas imports (-54.7 %) caused by
the diversification of natural gas supplies. Introduction of duties on imports
of cars by government since 13 April this year led to a decrease in imports
of machinery by 17.9 % year on year.

Economic activity in the second quarter of 2013 continued to be
determined by the high level of domestic demand and unfavorable foreign
economic conditions. The largest negative contribution to the change in
GDP was by industrial production (-1.5 gp), the volume of which in the
second quarter decreased by 5.7 % year on year (-5 % in the first quarter) [9].

Low external demand led to a negative trend in export-oriented indu-
stries. The decline in manufacturing industry was 7.5 % year on year, enginee-
ring — 12.4 %, chemical industry — 16.7 %, their total contribution to the change
in industrial production in the second quarter amounted to 3.9 gp (figure 1).
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Figure 1. Indexes of production output in 2003 — 8 months of 2013 in Ukraine
(in% to the same period of the previous year) [10]

Among the negative factors that influenced the dynamics of industrial
production in the 1 half of 2013 were:

e reduced demand and, respectively, prices for steel, which resulted in
the decline in manufacturing industry output by 7.8 % year on year;

e recycling collection for cars, put into effect by the Russian Fede-
ration on September 1 last year. As a result, manufacturing of passenger cars in
Ukraine in the first quarter fell by 63.4 % year on year, trucks — by 67.7 %;

e suspension by the Russian Federation of the effect of certificate for
output of Kremenchug steel manufacturing plant, which affected the perfor-
mance carriage industry — the amount of output decreased by 41.9 %;

e the excess of the natural gas prices for Ukraine over prices for
Belarus, which reduces the competitiveness of Ukrainian in chemical pro-
duction, which in its turn makes domestic producers cut down production;

e high oil prices and import duties, which reduce the profitability of oil
products, caused Ukrainian refineries to stop working. The output of coke and
oil products in the second quarter decreased by 13.3 % year on year [9].

The negative impact of low external demand is somewhat offset by a
significant improvement in performance of agriculture. A significant
increase in the grain crops yield this year contributed to an increase in
output of agriculture in the second quarter by 20.9 % year on year, which
provided in 0.9 gp in annual GDP change (figure 2).

High domestic consumer demand, supported by steady growth in real
wages (+9.3 % in the second quarter year on year), provided growth of retail
trade turnover by 9.4 % year on year.
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Traditionally, Donetsk region occupies a leading position among the
regions of Ukraine in visible exports. In January—August 2013 industrial
production index in Donetsk region compared with January—August of the
previous year was 91.6 %. The decline in industrial production since the
beginning of the year is still associated with a decrease in demand in foreign
markets for metal, resulting in metallurgy manufacturing and manufacturing
of finished metal products output in January—August 2013 is less than in the
same period in 2012 by 7.5 % [11]. Despite the decline in exports, in the
first six months of 2013 region remains in first place in Ukraine according

to this indicator, its share was 20.8 % (figure 3).
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Figure 3. Place of Donetsk region in Ukraine's export potential
(January—August 2013) [10]
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Products made in the region are exported to 139 countries. Exports to
CIS countries during 2012 decreased compared to 2011 by 6% and amounted
to 4.7 billion USD, or 33.5 % of the regional total. Exports to Russian
Federation, the largest foreign trade partner of the region, decreased by 17.5 %
and amounted to 3.1 billion USD, or 21.9 % of total foreign exchange
earnings in the region.

The volumes of supply in Europe (excluding CIS) for 2012 amounted
to 3.1 billion USD, or 21.9 % of regional exports. Compared with the pre-
vious year, they decreased by 36.5 %. The largest European consumer of
Donetsk region goods is Italy. Its share in the regional volume of exports is
8.7 %. During 2012 the volume of exports to that country decreased by
40.5 % and amounted to 1.2 billion USD, including 90 % of deliveries
received from ferrous metals export.

More than a half (54 %) of innovative products sold by enterprises of
the region was exported (the national average — 37 %), two thirds of the
supply both in the region and in general in Ukraine accounts for the
countries of the CIS. Almost a half of the regional volume of sales of
innovative products provided enterprise of machinery manufacturing, more
than 40 % — metallurgy, 7 % — food industry [11].

In the commodity structure of regional exports 54.7 % accounts for
ferrous metals (figure 4). During 2012 regional companies supplied them across
the borders of Ukraine by 7.7 billion USD, which is by 27.4 % less than the
previous year. The volume of exports of machinery, equipment, vehicles
decreased in 2012 compared to the previous year by 4.9 % and amounted to
1.8 billion USD. The share of machinery manufacturing in regional exports
accounted for 12.4 %, which is 4.4 times less than ferrous metals [11].
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Figure 4. Structure of commodity exports of Donetsk region in 2012 [11]

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 33



STATE AND ECONOMY

Export orientation of industry in the Donetsk region has always been
an important factor in its development, but at the same time it turns out be
out the vulnerable point for the entire economy through unpredictable changes
in foreign trade situation. An alternative to foreign trade could be the
development of internal market. However, it does not decrease the relevance
of the development of new foreign markets and improvement of the export
structure by increasing the proportion of products with high added value.

The realities of the current economic situation in Ukraine show that in
contrast to developed countries which provide up to 85-90 % of GDP growth
by producing high-tech products for export, our country, having the leading
position by the number of scientists in the world does not enough use its
innovative potential in full. Market of scientific and technical products continues
to deteriorate due to the small demand for innovations due to the low solvency
of domestic consumers. Therefore, the situation in the sphere of innovations
Ukraine is still dissatisfactory: if in developed countries the share of inno-
vation active enterprises is within 60—70 %, we have about 12 % [12] (figure 5).
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Figure 5. Innovative constituent
of Ukrainian economics development

Today, innovation processes in the domestic industry mainly have
extensive character, and new products are being developed mainly through
the use of scientific and technological achievements of previous years. This
type of innovation development has fairly narrow limits and makes it
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impossible to maintain competitiveness at an appropriate level for a long
time. Ukraine's share in world trade volume of high-tech, knowledge-
intensive products is very low — only 0.1 %, which is much less than that of
Poland and Germany.

The main goal of reforming the industrial production, which currently
provides a significant part of economic growth, is to increase its compe-
titiveness through technological upgrading of enterprises and optimizing the
structure of products they produce, reducing the energy intensity of pro-
duction, etc.

Development and implementation of scientific and technological
potential of the industry will allow making improvements in the
technological industrial structure by overcoming scientific and technological
lag that must be carried out within the framework of Ukraine's transition to
innovative breakthrough strategies. It is necessary to support innovation
activities of enterprises, including in the framework of international coope-
ration development, stimulate demand for innovation and their active imple-
mentation in the industry, to bridge the gap between science and industry, to
promote the commercialization of national scientific and technological
developments in the enterprises of Ukraine, to provide patent-licensing safety
of domestic companies.

Technological structure (TS) is a conglomerate of connected industries,
combined in a steady wholeness that perpetuates itself by means of techno-
logical chains, covering a closed reproductive cycle — from production of inputs
and training staft to nonproductive consumption. Today, in developed countries
dominate technologies of 5-th structure and are emerging technologies
of 6-th structure. In the industry of Ukraine dominate 3-rd and 4-th structures.

Regarding modern technological structure in the industry of Ukraine,
it, according to the calculations, has the following structure: the third
technological structure — 50.4 %, the fourth — 44.56 %, the fifth — and the
sixth 4.99 % — 0.05 %. This technological structure describes the economy
of Ukraine in the long term as "raw material" and demonstrates technological
degradation of the country. If in the 80-s of the twentieth century in the
structure of Ukrainian industry and commodity export share of machinery
manufacturing amounted to 3040 %, and ferrous industry — in 2-3 times
less, than the current situation is directly opposed [13].

Replacement of technological structures as a rule requires correspon-
ding changes in social and institutional systems. These systems facilitate
mass adoption of new structure technologies appropriate to the type of
consumption and lifestyle. Upon completion of this begins a phase of rapid
expansion of new technological structure, which is the basis for economic
growth and has a dominant position in the economic structure. In the growth
phase of a new structure most technological chains are rearranged according
to its needs. At the same time, further, newest TS are emerging, which is in
the embryonic phase until the dominant structure reaches its growth limits,
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followed by the next technological revolution. This creates a new kind of
infrastructure that overcomes the limitations of previous as well as the
transition to new energy resources, which provide the basis for the formation of
the next technological structure [4].

These data indicate that in the structure of manufactured industrial
products prevails the share of 3rd technological structure. Consequently, the
industry is dominated by low added value branches, which consume a signi-
ficant portion of electricity. It can be noted that in the industry Ukraine
prevails 3rd structure of technology in conjunction with the elements of 4th
and 5th. With simultaneous reproduction of multiple technological structures
of the economy there are some distortions such as reduced efficiency of
industrial production, slowdown and deterioration of economic growth.
Simultaneous reproduction of three technological structures as a result
of general resource constraints leads to a slowdown of performance of each
of them, as well as the overall rate of economic growth and a sharp
slowdown of progressive structural changes.

Thus, the basis of the technological development of the national
economy and the industry has to become a comprehensive modernization of
production with the introduction of modern achievements of national and
international science and technology. Priority industries that can provide
high technological development Ukraine, are defined the following:

» machinery manufacturing (aviation, rocketry and transport machinery,
power machinery, agricultural machinery manufacturing);

e instrumentation (technical re-equipment of communication and
transport systems, the implementation of energy-saving technologies, pro-
duction of diagnostic systems and medical equipment, component base and
accessories);

e development of military-industrial complex manufacturing (manu-
facturing of radar systems, missile systems a wide range of supplies,
facilities of space and radio communications);

e development of mining and metallurgical complex on the basis of
resource saving, environmentally friendly technologies;

e development of chemical and petrochemical industry (manufacturing
of rubber and plastic products, chemical and pharmaceutical industry);

« information technologies.

World experience of economic systems development shows that
investment is a leading factor in leading countries (USA, Japan, EU, Latin
America), in particular, encourage high level of technological development.
Consequently, investment is the foundation for the revitalization of
economic activities providing their orientation to the research and
development areas.

For these reasons, there is an urgent need for the change in the
structure of the industrial complex of Ukraine. This requires the adoption at
the national level of tooled mechanism of fundamental forecasting and
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analytical research that will enable to clearly and reasonably determine the
scientific, technological and innovation priorities that will ensure the effec-
tiveness of the national economy [14].

Conclusion. Thus, the problems that were faced by the national
economy cause the need for systematization of knowledge about the possible
ways of evolutionary transformation of economic, technological and insti-
tutional systems. To join the advanced countries Ukraine should in the short
term move to the "new economy", creating and implementing in the real
economy a "breakthrough" technology. It is necessary to enter international
markets with intelligent databases, expert systems, microelectronics and other
knowledge-intensive technologies.
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Makozon FO. Ilepcnekmueu inno8auyilin020 po36uUmMKy eKOHoMiKu YKpainu.

Ilocmanoeka npoonemu. 3anpononosany Haykosy poOomy NpUCEsUEHO OOCTIONCEHHIO
CYYACHO20 CMAaHy eKOHOMIKU YKpainu, ananizy cmpykmypu 308HIUHbOCKOHOMIYHUX Onepayil,
BUSHAYEHHIO YACKU [HHOBAYIUHOI npodykyii 6 excnopmi Ykpainu, a maxosc npobremam
nooanbuio2o po3eUmMKy IHHOBAYIIHO20 nomenyiany Ykpainu 6 cucmemi MIidCHaApOOHO20
cnigpobimuuymea.

021120 HayKo8ux 0xycepei 3 0OPaHOi meMamuKy ceiouums nPo i0CYMHICMb Yilbo-
6020 00CHIOHCEHHs NPOYecié MOOepHI3ayii ma 6npoBad’CeHHs THHOBAYIU y NPOMUCTO8e
BUPOOHUYMB0 8 YKpaini, wo npuzeooums 00 3HUNCEHHS IHHOBAYIUHOT CKIA0080I ekxcnopm-
HUX nocmaesok. B onybnikoeanux npaysax 30e6in1buio20 po3eiAHymo CymHicme iHHO8AYil,
a He npobiema ix 6nPoBAOdI’CEHHA Y SUPOOHUYMBO. AKMYATbHICMb BUBHAYEHUX ACHeKMIi8
00YMOBUNIU MEMY OOCNIONCEHHSL.

Pe3yromamu 0ocnioxyncenns. Y pobomi 00CHiONCEHO CYHACHUU CMAH eKOHOMIYHOT
cumyayii ¢ Ykpaini, 6udineno nepcnekmugHi HanpaMu ma 2anysi, Wo 3a YMOGU CUCMEMHOT
KpU3u MOJICYMb CMamu JOKOMOMUBAMU €KOHOMIYHO020 3pocmanHA. Posenanymo ponb
obnacmei, AKi gopmyloms excnopmuuli nomenyian Yxpainu, 30kpema, Ha2010ueHo, o
came y Jloneybvkiii obracmi 30cepeddiceHo Oinbuiicms RIONPUEMCME MAUUHOOYOYBAHHS,
Memanypeii ma Ximiunoi npomuciosocmi. 3a pezyremamamu 00CRiONHCeHHs 2eoepadiutoi
ma mosapHoi CMpyKmypu 308HIiuNb0I mop2ieni YKkpainu eusnaueno, uwjo 6 0CHOBHOMY Hauld
odepoicasa excnopmye moeapu 3 Maiol 4acmKow 00pOOKU, WO 3YMOGIEHO 3dCMApIlon
MEeXHOI02IYHOI0 CIPYKIMYPOI0 NPOMUCTOB020 KOMNIEKC) .

Ipynmosnuii ananiz inHOGaYItiHOI CKNAO0B0T eKOHOMIYHO20 pO36UMKY YKpainu
CBI0UUMb, WO 20/106HOI0 Memol pehopmysants IHOYCMPIATbHUX SUPOOHUYME, SIKI Ha
CbO20OHI 30€0LIbU020 300e3neuyIOms eKOHOMIYHE 3DOCMAHHS, € NIOBUWEHHS IX KOHKYPEHMO-
CNPOMOIICHOCIE HA OCHOGI MEXHONL02IHHO20 NEPeOCHAUeHHS NIONPUEMCME MA ONMUMIzayii
CMpYKmypu npooykyii, wo HUMU 6UPOOIAEMbCA, 3HUIICEHHS eHepP2OEMHOCII BUPOOHUYMBA
mowo. Po3sumox ma peanizayis HAyKO80-MEXHOLO2IYHO20 NOMEHYIANY NPOMUCTOBOCHI
0038071UMb 30IUCHUMU NO3UMUGHT 3MIHU ) MEXHONOSIYHIL CIPYKIMYPL NPOMUCTOBOCIE UWLTIXOM
NOOONAHHS HAYKOBO-MEXHONIO2IUHO20 BIOCMABAHHA, WO MA€E 30ILUCHIOBAMUCL ) DAMKAX
nepexoody Yxpainu 00 cmpamezii IHHO8AYIIHO20 NPOPUBY.

Bucnoexu. Ilposedere OocniodceHuss moxce OYmu CKiado8ow 0inbul OOKIAOHO20
8UBUEHHS npoyecy MoodepHizayii npomuciogocmi Ykpainu ma esontoyitinoi mpancgopmayii
EeKOHOMIYHOI, MEeXHON02IYHOI Mma THCMUMYYIlIHOI cucmem, Wo CMaHe OCHOBOI0 nepexody
exoHoMiku Ykpainu 0o "H060i exoHOMIKU", cmeoprooyu U peani3yiouu 8 peanrbHOMy CeKmopi
eKoHoMiKu "npopuseHi” mexHonoeii.

Knwuoei crnoea: TPOMHUCIOBICTh, CKOHOMIUHE 3POCTAHHS, IHHOBAIIii, TEXHOJOTIY-
HHH yKJIaJl, MOJIepHi3aLlis.
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Space-rocket industry development has been investigated as a perspective high-
technology sector of economy in Ukraine. Based on the global activity tendency in the sphere of
space technique and technology development a conclusion has been made regarding the
negative influence on the general country’s development made by high-technology "outflow”
which is not launched within the system; as well as concerning the necessity of commercial
segment development of space production and technologies market.
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industry, Ukrainian high-technology export.

Hamewyx A. Bvicokomexnonozuumnsle CeKmopbl IKOHOMUKU: HAUUOHAIbHOE U
MeHcOyHapoOHoe usmepenus. Vccnedosano pazgumue pakemmo-KOCMULECKOU nPOMbIULICHHOCU
KaK TNepCneKmuUHO20 GbICOKOMEXHONIOSULHO20 CeKmopa dKoHomuku Ykpaumnwi. Ha ocnoee
MEHOEHYUTE MUPOBOT AKMUBHOCTIU 8 Chepe PA36UNUsL KOCMUYECKOU MEXHUKU U MEeXHOIO2UlL
coenan 8bl800 0 He2amusHoOM ausHUU "ommoka’ 8vblCoKUX mexHOoNo2Ull, He BHeOpPIeMbIX
BHYmMpU cucmemyl, Ha obwWee pazgumue CMpauvl, a MmaKdxice 0 HeoOXOOUMOCHU PA36UMUsL
KOMMEPHeCcKo20 Ce2cMeHma PblHKA KOCMUYECKOU NPOOYKYUU U MeXHOI02UIL.

Knwouegvle cnoea: BBICOKOTEXHOJOTUYHBIA CEKTOP 3KOHOMHKH, a3pPOKOCMHYECKAs
0Tpaciib, PAKETHO-KOCMUYECKAs! IIPOMBIIIIIEHHOCTb, BRICOKOTEXHOJIOTUYHBIN SKCIOPT Y KPauHBbI.

Background. An implementation experience of the innovative deve-
lopment pattern within the leading countries national economies confirms the
strategic significance of those sectors that are globally competitive. The
USA system of scientific and technical programs’ fulfillment "budget planning,
programming, working out and fulfillment", Finland and Israel innovative
systems’ high effectiveness, legal norms of stimulating NDDKR in Japan [1],
high-technology strategy in Germany, White book "Innovatively-oriented
nation" in Britain [2] — each of them is aimed at increasing the effectiveness
of sectors which generate innovative high-technology product.

The innovative direction of development has been chosen in Ukraine
as well. Among the principal normative legal instruments the following should
be pointed out: "The innovative development strategy of Ukraine for 2010-2020
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in conditions of global challenges", the Program of economic reforms for
20102014 "Prosperous society, competitive economy, effective state", State
program of economy development activation 2013-2014 [3].

Analysis of the latest research and publications. The problem of
effective implementation of innovative development pattern and further
increasing of the national economy competitiveness is being studied by the
leading scientist-economists, particularly, Antoniuk L. [4], Filipenko A.[5],
Fedulova L. [6], Makohon Yu., Cherep A. and Androsova O. [7] and many
others. The works of such scientists and experts as Horbulin V., Alekseiev M.,
Dzhur Ye. and Dzhur O. [8], Dehtiarev O. [9], Kisterskyi L., Koniukhov S.
and others are devoted to the search of ways to increase the economy
effectiveness of the Ukrainian space-rocket industry, being a potential high-
technology sector. It should be mentioned that space-rocket industry is
becoming more often an object of scientific investigation conducted by
promising scientists.

The further study is needed for the process of the national economy’s
high-technology sectors development that defines their perspectives on high
technologies global markets.

Taking into account the experience of countries — innovative leaders,
the available scientific work by researchers and experts, the article’s objective
is to assess the Ukrainian space-rocket industry potential and its relation
with the global activity in the sphere of space technique and technologies
development.

Materials and methods. Information resources of the scientific
research are statistics data of Organization of economic collaboration and
development, State service of Ukraine’s statistics, current documents about
the global activity in the sphere of space technique and technologies
development Spacefoundation, Annual reports of Ukraine’s State space
agency, information provided by the official media. The investigation’s
methodological instruments are represented by general scientific methods of
research: dialectical, cognition, scientific induction and deduction, systematic,
comparison and synthesis.

Results. In 2010-2012 the Ukrainian space industry enterprises
manufactured and sold goods for more than 9.5 billion UAH. At the same
time space-rocket production constitutes 62 % of the general volume of
manufacturing. The goods exported for 6 billion UAH constitute more than
60 % of the general volume of manufacturing [3]. The state policy’s tasks
for 20132014 are the implementation ensuring of programs and projects in
space activities sphere, including the creation of space rocket complex
"Tsyklon-4" and National system of satellite communication. As a result of
program fulfillment it is anticipated an increase at least by 1.5 times of
production volume of rocket-space equipment and export of goods and
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service by 2.3 % in 2013 and by 10.8 % in 2014. Optimistic forecast of
Ukrainian rocket-space industry development reflects the global activity
tendencies in this sector.

The data analysis [10-14] shows, that in the period of 2000-2011
among the countries — leaders in the sphere of space investigation and
employment there were France, Germany, Japan, Great Britain and the USA
that were demonstrating systematic, stable accumulation of gross expenses
volume for research and development: for the period of 12 years the value
indices increase was from 42.25 % for Great Britain up to 77.77 % for
Germany (by equality of purchasing power). This group of countries is
characterized by a systematic increase of expenses volume of private sector:
in France and Japan the indices increase in 2011 even exceeded the gross
expenses volume increase in relation to 2000.

During this period China and Russia have demonstrated a considerable
increase of gross expenses volume and private sector expenditure for
research and development. An increase by 664.77 % of the gross expenses
indicator and by 866.05 % of the private sector expenditure indicator in
China is caused by implementing the aggressive strategy of country’s
investment-innovative development. To support this fact there is a data
closure regarding the aerospace industry in China. A significant increase of
expenses on research and development in Russia (respectively by 234.13 %
and 187.48 %) is a result of transformational processes, the reformation of
economic management system and other factors.

In Japan and Russia a considerable reduction of private sector
expenditure and an increase of financing the research and development in
aerospace industry by state funds are still lasting. In France and Germany
the sources of private sector as well as budget resources are equally involved to
develop space activities. The USA encourage the activity to raise private
funds for partnership relations in astronautics, showing in 2011 against 2000
the increase of private sector expenditure for research and development in
aerospace industry by 189.31 %. The national aerospace industry financing
by state budget establishes a significant segment of economic activity on the
space technique and technology world market (figure 1).

Just the volume, forms and directions tendencies in financing define
the development tendencies of both the world astronautics and Ukrainian
space industry. This factor is becoming the most important one during
transformational processes of the world activity in space technology and
technique development area, as it sets up new promising opportunities for
the industry’s national enterprises.

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 41




STATE AND ECONOMY

138,83 Commercial space
140,00 technology and
115,97 services
i’
120.00 109,90 ‘
m Commercial
102,00 .
100.00 4 ; infrastructure and
’ 87.39 related industries
80.00 +~ T u State space budget
o of the USA
1
LY 47.91
10,00 11 E W State space budgets
’ T f 30 of other countries
20,00 +
0,01 Il 0.00 Commercial manned
0,00 ' . -~ flights
2007 2010 2012 Years

Figure 1. World activity financing in the sphere of space technique
and technology development in 2007-2012, billion USD*

* Made by the author according to the data [15-17].

The principal factor of Ukrainian space industry development is
a predomination of state ownership in the property structure of the majority
of enterprises and the state exclusive right to distribute the manufactured goods.
Production manufacturing at the industry’s enterprises is made according to
the state order or the contracts (projects) concluded between foreign partners
and governmental bodies of Ukraine (the State space agency of Ukraine, the
Cabinet of Ministers of Ukraine, the Ministry of Defense of Ukraine). Under
such conditions an analysis of space industry financing by state budget of
Ukraine is becoming topical (table 1).

The figures in fable 1 are visual evidence of the tendency to reduce
the volume of budget programs financing of the Ukrainian space industry
enterprises: by comparison with an indicator in 2008 the total sum of finan-
cing in 2011 was reduced by 38.85 %. The tendency of reducing is a typical
one for almost all state financing programs, where the activity of industry’s
enterprises has been undertaken. The greatest volume reduction was
observed under the Nationwide space program of Ukraine (by 73.30 % in
2011 against 2008).

The tendencies analysis of budget programs financing in 2008-2011 wit-
nesses that the activities’ restructuring and diversifying processes are still
lasting at the Ukrainian space-rocket industry’s enterprises: in 2010 the follo-
wing programs "Administration and management in the sphere of space acti-
vities" and "Loans service for international projects" were accepted to be
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financed. These programs’ implementation caused an increase in the general
structure of financing the area "Other budget programs" (by 71.34 % in
2011 against 2008) and, it is possible, initiated the programs of construction
(purchase) of accommodation for servicemen as well as the restructuring,
developing of the industry’s key enterprises — executives of international
projects and contracts. At the same time the main volumes of funds are
directed to the international project "Tsyklon-4" implementation, which
loans servicing in 2011 constituted 30.79 % in the financing programs
general structure.

Table 1
Ukrainian space industry budget programs financing in 2008-2011 *
2008 2009 2010 2011
Programs of financing 0 mil | mil | mil | mil
& UAH & UAH & UAH & UAH

Nationwide space program 30.37 222.97 |20.16 | 82.39 |17.7 [60.06 |13.26 |59.53
Applied scientific and scientific | 5 | o 66 1015 | 0.61 [0.17 | 058 | 0.14 | 0.63
and technological products
Space instruments running and
trial

Propellant and ammunition
utilization

Wind power plants’ construction | 2.25 [16.52 | — - - - - -

Providing young people with | 44 | 353 | g8 | 327 [1.06 |3.60 | 0.83 |3.73
aerospace education

17.63 {129.43 {29.36 {119.99 40.19 [136.37{26.07 [117.03

36.18 [265.62 (22.51 {91.99 |23.9 |81.10 |23.16 |103.97

Other budget programs, 13.04 [95.74 [27.02 [110.42 [16.98 |57.61 |36.54 [164.04
including

Administration and mana-

gement in the sphere of space | — — - - 4.22 11432 | 3.68 [16.52
activities

Loans service for international
projects (including "Tsyklon —4")
construction (purchase) of

- - - - 12.76 |43.30 |30.79 [138.22

. . - - - - — - 1.78 | 7.99
accommodation for servicemen
Restructuring and development
of CB "Pivdenne", "Pivdenmash" | B B B B a 0.2% 1130
Total 100.00{734.17 [100.00|408.67 {100.0 339.31|100.00 #48.92

* Made by the author according to the data [11-13].

The results of structure analysis of products sold by types are rather
interesting (figure 2). The Ukrainian space industry’s enterprises demonstrate
an increase of overall volumes of goods sold: an increase in sales in 2011 against
the 2008 indices was 47.02 %. Such an increase was ensured by raising the
space-rocket equipment sales volumes (by 44.27 % in 2011 against 2008)
and by special purpose products sales volumes growth. In 2008 these two
types of production were combined within the heading "Space-rocket production"”.
The special purpose production, which was placed into a separate type, in
2011, demonstrated an increase of sales volumes by 81.41 %.
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Special purpose
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Figure 2. Sales of production by space industry’s enterprises of Ukraine in
2008-2011 according to their types, mil. UAH*

* Made by the author according to the data [11-13].

Comparing with the dynamics of industry’s budget programs finan-
cing (see table 1), it should be pointed out, that along with a production new
type selling in 2009 there was an obvious increase of financing "Other budget
programs" resulted in considerable growth of the share of this sphere within
the programs’ general structure. It has to be noted that since 2009, the budget
institutions and scientific organizations of dual-purpose have not been included
into the index of the overall sales volume of the industry’s production.

The space industry production is systematically a component of high
technology export of Ukraine that is characterized by the tendency to
increasing (figure 3). According to the press service’s reports of the State
space agency of Ukraine [18], the production sales volumes of the
Ukrainian space industry’s enterprises in 2012 rose by 17.7 % against 2011
(respectively they were in terms of value indices near 4006.08 mil. UAH).

Thus, in the period of 2008-2012 the industry’s sales volumes rose by
72.01 %, mainly at the expense of the space-rocket technique manufacturing
and work fulfillment according to the Program of solid propellant utilization
and drilling-and-blasting operations. The production announced share to the
export in the overall sales volume constitutes 61.7 % or nearly 2471.75 mil. UAH.
As Figure 3 shows, the industry enterprises’ activity is characterized by the
tendency to increasing the production sales volumes to the export (in 2012
there was a growth by 124.37% against the 2008 indices). Such a tendency
is well-grounded for relative ratio as well as for value indicators: syste-
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matically the production share to the export in the overall sales volume is
increasing (61.7 % in 2012 p. against 47.3 % in 2008), more than double
increase of the sales value volumes is observed (2471.75 mil. UAH in
2012 against 1101.62 mil. UAH in 2008). In 2009 the principal export
products were carrier-rockets for the international space projects "Sea
launch", "Ground launch", "Dnipro", control systems for the carrier-rockets
"Soiuz", "Proton", docking systems "Course". In 2012 the principal export
products also were rocket-space technique that is confirmed by the
correspondent growth of this production type in overall sales volumes.

ilooo,oo o sipioo 100698
3500,00 ~2329.00 S o
3000:00 PAVE = MAV) / 2471.75
2500,00 2235.87 ’
1500,00 1101.62 1138.90 111420
1000,00

500.00

0,00 . . |
2008 2009 2010 2011 2012 Years

——Sold production, total, mil. UAH
Sold to the export

Figure 3. The Ukrainian space industry’s production selling
to the export in 2008-2012, mil. UAH*

* Made by the author according to the data [11-13; 18].

The investigation results have proved the intellectual-personnel
potential’s significant impact on the character and effectiveness of the
Ukrainian space industry enterprises’ activities (table 2).

The analysis of table 2 shows, that the industry’s enterprises suffer
areduction of overall amount of employees (reduction was in 2011 by
11.85 % against 2008). At the same time there is an increase of the young
people under 35 (by 40.42 % in 2011 against 2008). A considerable
rejuvenation of human resources, working at the industry’s enterprises, is
accompanied by gradual reduction of employees, who have general
secondary and higher education, as well as those who have an academic
degree. At the same time it should be highlighted that there is a significant
increase of quality indices: in the period of 2008-2011 the index of products
sold per one employee was grown by 66.77 %, and the index of export
products sold per one employee — by 130.24 %.
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Table 2

The effectiveness’ description of the intellectual-personnel potential’s
employing by the Ukrainian space industry enterprises in 2008-2011 *

Increase

Indices 2008 | 2009 | 2010 | 2011 (2011 to

2008), %

Total number of employees, thous. 3250 | 31.00 | 3020 | 28.65 _11.85

pers., including those who
have general secondary and higher
education, thous. pers.

16.25 | 20.00 | 14.00 | 13.70 (15.69)

have academic degree, thous. pers. 0.195 | 0.190 | 0.190 | 0.184 (5.64)
at the age under 35, mil. pers. 4.55 4.81 6.64 6.39 40.42
Products sold per 1 employee,

thous. UAH 71.66 | 65.96 | 73.35 | 119.51 66.77
Export products sold per 1 employee,

thous. UAH 33.90 | 36.74 | 36.89 | 78.04 130.24

* Calculated by the author according to the data [11-13].

Conclusion. The assessment results of the rocket-space industry’s
national enterprises’ potential in relation to the world activity in the space
technique and technology sphere have allowed to make conclusions concer-
ning the development prospects of this high technology sector in the economy.

Firstly, the increase of overall sales volumes of both the production
and the export products of the Ukrainian rocket-space industry’s enterprises
witnesses the presence of demand for the national high-technology core
production on the space technologies’ world market. But opposite side of
this fact is the lack of domestic market due to the state monopoly on the
national space production. Technologies, which "are flowing out" from the
country without being launched within the national system, reduce an
overall effect produced by the high-technology sector’s development.

Secondary, the accumulation of private investment volumes into
aerospace industry in the leading countries is accompanied by dynamic
development of commercial space technology and services segments as well
as of commercial structure and related industries that show the greatest
growth rates and, therefore, the biggest profit. The necessity to allow the
private funds to enter into the national rocket-space industry is caused by
the discovered tendencies of reduction and insufficiency of financing the
space programs by the state budget of Ukraine.

Thirdly, the reduction of the employees’ total number, the quantity of
employees who have general secondary, higher education and academic
degree at the Ukrainian rocket-space industry’s enterprises can be viewed as
a demonstration of the set of the economy system domestic problems.

The relationships of high technology sectors with the national and
international universities regarding the personnel recruitment and scientific
studies require the further investigation.
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Hamewyk I. Bucokomexnonoziuni cekmopu eKOHOMIKU: HAUIOHATNbHULL i MIXCHA-
POOHUIL gumipu.

Ilocmanoexa npoénemu. /loceio peanizayii iHHO8aYINIHOI MOOeNi PO3BUMKY 68 PAMKAX
HAYiOHANbHUX eKOHOMIK NpPOGIOHUX KpaiH ceimy Rniomeepoxcye cmpameziune 3HAYEHHs
CEeKmopis, Wo € KOHKYPEHMOCNPOMONCHUMU ) c8imogomy macuimabi. Memoto cmammi €
OYIHKA NOMEHYIATY PAKEMHO-KOCMIUHOT NPOMUCTIOBOCHI YKpaitu Y 63A€M038 SI3K) i3 C8IMOBOI0
aKmueHicmio 6 cghepi po36UMKY KOCMIYHOT MEXHIKU | MEXHON02I.

Mamepianu i memoou. Ingopmayiinumu mamepianamu € CMAMUCMUYHI OAHI
Opeanizayii eKOHOMIYHO20 CRIGPOOIMHUYMEA i PO36UMKY, [lepocasHol criysicou cmamucmuxu
Yxpainu, 36imui dokymenmu npo ceimosy akmusHicme y cpepi po36UmKy KOCMIYHOI MexXHIKU
mexnonoeiu Spacefoundation, Piuni 36imu [epoicasnoco kocmiunoeo azenmcemea YKpainu,
no8i0OMIeHHsA 3 OQIYitiHUX 3ac0bié Maco8ol iHGopmayii.

Memoouunuii anapam 00CRiONHCeHHs CMAHOBNIAMb MAKI MemoOU. 342 1bHOHAYKOSI,
BUBHAYUEHHA NPAMUX MA 360POMHUX 38 SI3KI6 MIdHC eKOHOMIYHUMU ABUWAMU ThA NPOYecamu,
MBOPYO-KPUMUYUHUL A ONUCOBO-AHATTMUYHULL.

Pezynvmamu 0ocniodicenns. 360pomHum 60KOM NORUMY HA YKPAIHCHKY 8UCOKOMEXHO-
JI02IYHY NPOQITLHY NPOOYKYIIO HA C8IMOBOMY PUHKY KOCMIYHUX MEXHONO2IU € GIOCYMHICMb
sHympiunbo20 punky. Texnonoeii, wjo "eumixaromv" 3 Kpainu, He MarOYU 6NPOBAONCEHHS
8cepeOuHi HaYIOHANLHOT CUCeMU, 3MEHULYIOMb CYMAPHULL ehekm i0 pO3GUMKY BUCOKO-
MEeXHOI02IYH020 CeKmopa.

Bucnoexu. Hapowenns o0cseie npusamuux iHeecmuyill 6 aepoKOCMIUHY 2Ay3b )
Kpainax-nidepax cynpogooiCyeEMbCsi AKMUBHUM PO3GUMKOM KOMEPYIUHUX Ce2MeHMIs, U0
demoHcmpyroms Haubinvwi npubymxu. Lle nompebye 0onyujenHs npueamHo20 Kanimaiy 6
HAayioOHAbHY PAKEMHO-KOCMIYHY NPOMUCTIOBICTb, d MAKONHC NOOATbULO20 BUBHEHHS 36 A3KI8
BUCOKOMEXHONIOSTYHUX CEKMOPIB 13 HAYIOHANbHUMU [ CEIMOSUMU YHIGepCUmemamu uwooo
Kaoposo2o 3abesneueHts ma HayKosux po3pooox.

Knwuoei cnoea: eucokomexHonoziunuil CceKmop eKOHOMIKU, AepoKOCMIYHA
2ay3b, PAKemMHO-KOCMIYHA NPOMUCTOBICIb, BUCOKOMEXHONO2IYHUI eKcnopm YKkpainu.
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INSTITUTIONAL ASPECT
OF MODERN GLOBAL
DISCREPANCIES

The essence of modern economy as that of an institutional system of economic
activities as well as that of a subsystem of implicit institutional relations of the world’s
community is discussed in the article. The main peculiarities of the global institutional
conflict, the essence of international bureaucracy, the role of the global ruling (managing)
class are found out.

Keywords: institutional settings, discrepancies, international bureaucracy, global
ruling (managing) class, global institutional conflict.

Heiinexa T. HncmumyyuoHanbHulii ACneKm cO8PEMEHHbIX 2100a1bHbIX NPOMU-
eopeuuii. Paccmompena cywHoCmb COBPEMENHOU IKOHOMUKU KAK UHCMUMYYUOHATUIU-
POBAHHOU CUCTEMbl XO3AUCMEEHHOU O0esMeNbHOCU U NOOCUCHEMbL UHCIUMYYUOHATLHO
0NocpedoBanHbIX OMHOUWEHUI MUPO6o20 coobwecmea. Onpedenenvbl 0COOeHHOCMU UHCIU-
MYYUOHANLHBIX NPOMUEOPEUULl 2100aNUUPYIOUe2ocs: obujecmea, 6HympeHHee cooep-
JHcanue 2100AIbHO20 UHCIUMYYUOHATILHO2O KOHMIUKMA, CYUWHOCHb MeNCOYHApOOHOU Oropo-
Kpamui, ponib 2106anbH020 npassaujeco (VApAeisiowe2o) Kiaccd.

Knrwouesvie cnoea: OOLIECTBEHHBIC HWHCTHTYTHI, IPOTHBOPEUHS, MEXIyHAPOIHASL
OropoKpaTHs, TI00ANBPHBINA MPaBAIINi (YIPABIISIONINA) KJIACC, TI00ATBHBI HHCTUTYIIHO-
HaJIbHBI KOH(IIHKT.

Background. The clarification of the nature of modern social as well
as economic relations makes it necessary to understand the organization of
life in society as a system. This system in its turn is changing, developing
and gaining new qualities constantly as a result of intense globalization
processes. As a matter of fact, economy is an institutionalized system of
business activities. Besides economic (business) activities it also includes
implicit institutional relations — political, social and cultural relations.

The Analysis of the Recent Research and Articles. Institutional
orientation in research of modern societal organization and discrepancies is
shown in fundamental scientific works by D. North [1], R. Nelson and
S. Winter [2], S.Crawford and E. Ostrom [3].

Modern research works by national scientists V. Geyts [4], D. Lukya-
nenko, A. Poruchnik, Y. Stolyarchuk [5], A. Filipchenko [6], Y. Zaytsev,
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V. Savchuk [7] show the discrepancies of processes and phenomena that are
the characteristic of globalizing society.

The aim of the article is theoretical, methodological, and application
analysis of world’s society as that of an institutional system. Also the article
explores and determines the peculiarities of social discrepancies display,
which are caused by the globalization of society’s development.

Results. In theory of Economics theoretical and methodological basis
of this branch of research has been systematically developed within
institutional approach. Economic institutional setting, defined by D. North
as "the rules of game" in society, organize relations between people and
structure the motivation of exchange in all its areas — in politics, in social
and economic area [1]. The most important for the research of discre-
pancies, which appear in society and are visible at all levels of economic
institutional settings, is theoretical and methodological approaches of insti-
tutionalists to understanding of society as an open system; economic process
as asymmetric interdependence between different factors of development
(endogenous as well as exogenous); stability and balance as non-typical and
extremely short-term phenomena; normal state of economy as a state of
uncertainty.

Therefore, the process of societal functioning includes certain degree
of order, which is dynamic and appears in the form of changes in
architectonics, which in their turn bring the system to a qualitatively new
state. In such a way, a society can be represented as a system of institutional
settings as a complex entity, which mediates relations in areas such as
economy, politics, and culture.

Implementing institutional methodological approach to the perception
of modern (globalized) society, it is necessary to point out, that the
discrepancies are displayed at the first, and the most general level of such
analysis. It means that there is no such unified institutional setting created
by society, which would be able to embrace and correlate all the processes
which happen in it. Meanwhile, society (especially during the periods, which
correspond to the lower stages of economic cycles) would "subconsciously"
want to have certain multipurpose mechanism for regulating its existence.
Hence there has been set up a lot of discussions in scientific literature as
well as in social networks about a possibility to outsource regulatory functions
to an institutional setting of such general level, which will represent a global
ruling class.

World is a very diverse place, that is why it is impossible to create
a unified regulatory institutional setting (at least in current period of
humankind’s development). Even considering sufficient growth in influence
of virtual networks, which contribute considerably to centralizing decision-
making technically, it is doubtful that such unified institutional setting that
would rule the entire world will ever come into existence. Such doubts are
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legitimate due to heterogeneity of a superclass. Global (ruling) class is
represented by groups of influence and consists of owners and top-managers
of big TNCs, the heads of countries, members of governments, the heads of
power structures, and authoritative experts in international processes. In addition
to this, each member of this elite society has his own private interests.

However, the fact of emergence and formation of global ruling class
should not be ignored as well as the fact of the emergence of the corres-
pondent institutional settings (though there is no unified managing center
usurped by global elite). Scientists have reasons to state a rapid growth of new
proponent bureaucratism that is international bureaucracy. The latter is caused
by the process of globalization and connected with the formation of a new
global ruling class, which has power, and looks like "global cobweb" [8, p. 27].
Global geo-economic community which is a superclass, according to a scientific
definition, is systemic and structural unit in the form of interaction of
national geo-elites (clans), which are gaining more and more supra-national
content in such areas as economy, politics, technologies, information, and
culture [9, p. 24; 31].

Taking into consideration these circumstances (as well as influence of
factors, that determine the starting point of the tendency to concentrate the
functions of global regulation, and the fact of remoteness of such
perspective), the more real perspectives at the current level of development
of society are the determination of discrepancies in the area of institutional
settings’ functioning. In particular, the emergence and adoption of qualita-
tively new features in the system of global management, and structural
changes within such system are expected.

The system of institutional settings is a characteristic of a human
society. Institutional settings appear as a result of a particular activity of its
members that is institutional activity. Its sense is to provide processes of
reproduction of institutional constructions and their primary elements,
which they consist of. These elements are strategies, norms, rules (according
to the terminology by E. Ostrom) [3]. The processes of institutional repro-
duction happen in accordance with needs of social development and are
historically predetermined.

If it is impossible to satisfy society’s needs with the help of the existing
institutional settings, and to organize effective functioning of connections
which make up this system, then the state of society is determined as crisis.
That was the case with world’s society at the moment of crisis emergence,
when in fact a global institutional conflict was taking place. Global institu-
tional conflict can be defined as a peak of social discrepancies, which is
shown within one of the forms of humans existence (in its organizational
system in other words in institutional system). It appears with the help of
supra-national subjects. It emerges due to the necessity to provide organi-
zational recreation of society in general. It is realized on the basis of
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changes to the functions of global management and appearance of subjects
who are the proponents of new functions.

Institutionalized society as a system of self-organization is created
according to the principle of synergy. It means that in such unstable system
in accordance with new needs of society caused by certain circumstances
(nowadays by the circumstances of emerging world’s crisis, for example)
new organizational units are created, and as a result new qualities appear
within the system. After the changes of managing units and subsystems such
systems comes to a new level of existence.

The UN committee of experts offered to create Council of Global
Economic Coordination and International committee of experts. Such
proposal was made due to the necessity to bring world’s economic system to
a new better level of institutional development (it means due to the task of
getting out of crisis) [10, p. 221-223]. The aim of the abovementioned
organizations should have been monitoring of risks and supervision of
global functioning of economic system.

It is important to say that new institutional settings become effective
only if they are accepted by society. However, proposed institutional
innovations were not implemented. No new international financial organi-
zations with functions of global regulations were created after the crisis,
which most active period was in 2008-2009. Alternative institutional
settings have not substituted basic institutional settings, but already existing
institutional settings have acquired new qualities to solve the discrepancies
that have emerged. Theory explains it as a result of opposing views
interaction, which happens within renovating cycle of discrepancies.
Experience proves that such institutions have become more effective in
comparison with the situation before the crisis. In particular, such organi-
zations as G-20 have been reformed, reinforced as well as there was a number
of measures taken to develop new common programs of action [2, p. 3].
Though, it cannot be assumed that humankind has provided a necessary
institutional mechanism for itself. In this case such mechanism is meant,
which is flexible, efficient, capable of reacting quickly to the growth of
global display of asymmetry, and such that will not be burdened with
bureaucracy as well as prohibitive costs for a society.

Nowadays the basis of new mechanisms of global management for the
nearest 3540 years is being determined [9, p. 26]. Although its principles
are realized within superclass, which consists of separate countries, interna-
tional organizations and economic entities, groups of multinationals and
transnational banks, separate supra-large investors, economic and political
groups. Herein discrepancies emerge at the level of anonymity/ legitimacy
of actions performed by global elite and national governments.

These days there work ""new anonymous" systems of power such as
transnational organizations and multinational corporations" in addition to
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national governments [11, p. 45]. As it was stated by V. Geyts, influence of
these establishments is complemented with "soft" "(though not always)
intensity of actions of different international organizations, that added the
issues of the national governments existence, sovereignty of states, and
creation of global management into their agenda" [4, p. 6].

Such global units as G-7 (The USA, Great Britain, France, Germany,
Japan, Canada, Italy; later G-8 including Russia), after that G-20 (Group of
Twenty Finance Ministers and Central Bank Governors), as well as IMF
(International Monetary Fund), and WB (World Bank) were created to
regulate, stimulate, and supervise. However, their functions were not put
into practice sufficiently due to the crisis and lack of legitimacy, and existed
more in the form of recommendations. The main difficulty in the implemen-
tation of even half-way decisions, which are made at a supra-national level,
is connected with limited legitimacy of international controlling organi-
zations, which is dramatically lower than that of national governments and
their institutional settings [8, p. 19].

Therefore, global ruling class tries to oppress the role of national
governments in the regulation of international relations. However, if there is
a need in active regulatory economic actions such global organizations as G-7,
G-20, IMF, WB proved to be inefficient. As practice shows, when it comes
to getting out of crisis the effectiveness of legitimate national governments
and their institutional settings is higher than that of non-legitimate units.
This discrepancy is one of the most outspoken forms of a modern
institutional conflict in the history of world’s society.

Besides the aspect of anonymity/ legitimacy of actions performed by
the global elite, institutional conflict is reflected in many other ways. The
most crucial for the society are the following: institutional disagreement
between supra-national, sub-national, and national interests; growing
conflict between institutional setting of global market (which reliability and
performance depends on the principles of liberalism and openness) and the
organization of economic activities within national economic systems
(which according to its main principle is oriented towards economic
paternalism and political integrity of states).

Considering that there is no such institutional setting with the help of
which it would be possible to regulate life in society, coordination of
different areas of human existence is performed using different methods
historically elaborated by society. These methods work as a mechanism that
provides congruity of functioning institutional settings.

Nowadays communication, which is based on Internet technologies,
mediates sufficiently decision-making processes in organization and management
at all levels of social system beginning with the life of a separate individual
(nanolevel) ending with the life in society in general (global level). Existing
social institutional settings are changing under this influence and new
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institutional settings are created. Institutional discrepancies in the back-
ground of universal "networking" are a dissonant entity of all basic mana-
gement principles, which are individual and collective.

On the one hand, transnational level of implementing e-Government is
developing with the help information and communication Internet techno-
logies. Experts say that the emergence of integrated interactive internet
portals, which will represent supra-national governmental and non-govern-
mental organizations, can be expected soon [12]. Thus a new world order is
being set up on the basis of IT penetration. The model of global ruling is
being set up. This model, however, reflects interests of the most developed
countries, international organizations, transnational corporate units, and
banks. Therefore there is a centripetal tendency of concentration of power
and rights to make decisions concerning future development of society
around global elite.

On the other hand, in contrast to centralization there is a tendency of
expanding opportunity to make decisions together (as a collective). It is
possible due to the existence of social networks. It gives an opportunity to
put into practice the principle of collectivism. Specialists state that one of
the peculiarities of the abovementioned social entities is the so-called pheno-
menon of "swarm intelligence", which stipulates the absence of centralized
management, independence, and high proactiveness of subunits, "cobweb",
non-linear interaction.

Conclusion. Generalizations of results of this research makes it
possible to draw the following conclusions.

First of all, society can be represented as a system of institutional
settings. Such system is open, dynamic, is constantly developing; emergence
and development of discrepancies in such system is a source of its changes.
The peak of discrepancies is a global institutional conflict.

Furthermore, the most outspoken forms of a modern period of
society’s development are such forms of institutional conflict as anonymity/
legitimacy of action by the representatives of global elite and national
governments; growing conflict between institutional setting of global
market (which reliability and performance depends on the principles of
liberalism and openness) and the organization of economic activities within
national economic systems (which according to its main principle is oriented
towards economic paternalism and political integrity of states).

In addition, the peculiarity of institutional discrepancies determines
expansion of the Internet technologies. As a result the most outspoken becomes
a dissonant unity of basic management principles, which are individual
(through implementation of model of global management e-Government)
and collective (through the expansion of functions of socially oriented
entities, that are characterized as independent and such that high proactiveness
of subunits, "cobweb", non-linear interaction while making decisions).
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Heiinexa T. IncmumyyionanvHuil acnekm cyuacHux 100aibHuX cynepeyHocmeil.

Ilocmanoska npobnemu. 3’scy8anHs npupoou cynepeyHocmell Cy4acHux Cychilb-
HUX 8IOHOCUH, Y MOMY YUCTE eKOHOMIYHUX, NOMPeOYE CYYiNbHO20 CRPUUHAMM OpeaHi3ayii
olcummst coyiymy ax ounamiunoi cucmemu. Cyuacna eKoOHOMIKa € no cymi incmumyyio-
HANI308AHOI0 CUCMEMOIO 20CNO0APCHKOL QisIbHOCE, SIKA OOHOYACHO I0eHMUDIKYEMbCSL SIK
niocucmema €O0UHOI C8IMOBOI cucmemu CyCcniibCmed, wo, KpiM eKOHOMIYHUX (20Cno-
0apcvKux) GIOHOCUH, nepeddauae IHCMUMyyiiHo OnocepeoK08aHi 8iOHOCUHU — NOJIMUYHI
ma coyioKyIbmypHi.
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Memoro nybnixayii € meopemuko-memoooa02iuHUL Ma NPUKIAOHUL AHATI3 CEIMO-
6020 CYCHINIbCMBA AK THCMUMYYIOHATLHOI cUCmeMU 3 8USHAYEHHAM 3YMOGIEHUX 2100aTi-
3ayiero CYCniIbHO20 PO3BUMKY 0COOIUBOCHEN NPOSABY COYIATLHUX CYNEPeyHOCMell.

Pesynomamu oocnioxcenua. Posensanymo cymuicms cyuacHoi eKoHOMIKU SK THCMumy-
YIOHANI308aHOI cucmemMu 20CHO0ApPCbKoi  OiANbHOCMI Ma niocucmemu iHCIMUMYYIiHO
0NOCePeOKOBaHUX BIOHOCUH CEIMO0B020 CYCNiIbemed. Busnaueno ocobrueocmi iHcmumyyiinux
cynepeuHocmell CycniibCcmea, sike 2100anizyemsbCs, 3MIiCm  2100AIbHO20 IHCMUMYYIo-
HAIbHO20 KOHDAIKMY, PO3VYMIHHS MIJNCHAPOOHOIL 610poKpamii, poib 2106aibHO20 Npasis-
4020 (Ynpaegisioi02o) Kiacy.

O0TIpyHmMOoBaHo, W0 HAUOIIbW GUPAJICEHUMU OJIsL CYYACHO20 Nepiody PO38UMK)
C8IM0OB020 CYCHINbCMEA € MAKi Qopmu IHCMUMYYIIHO20 KOHQIIKMY. aHOHIMHOCI /
nezimumnHocmi  Oii  NPeOCMASHUKIE 2100anbHOI  enimu  ma HAYIOHANbHUX — 0epicas;
Hey32004CeHOCMi HAOHAYIOHATLHUX / CYOHAYIOHANLHUX / HAYIOHATLHUX THMEPeCi8; HapOCMAHHS
cynepeuHocmeul Midc IHCMUMYmom 2100aIbHO20 PUHKY MA OP2aHi3ayicto 20cnodapcmasd 8
PAMKAX 0ePAHCABHO20 Pe2yt08AHHS HAYIOHALbHUX eKOHOMIYHUX CUCEM.

Bucnoexu. Cycninbcmeo modwce 6ymu npedcmagieHo cCucmemor iHcmumymis, aKa €
BIOKPUMOI0, OUHAMIYHOI0, Nepedysac y NOCMitiHoMy po3sumky. Buwoio ¢hazoio coyianvhoi
cynepeunocmi € 2n06anbHull iHcmumyyionanvHuti Kougrikm. Ocobaugicme iHcmumyyio-
HAAbHUX CynepeyHocmell y Hawl 4ac 3yMOGII0EMbCA NOUUPEHHAM IHMepHem-mexHoao2ii. ¥
pe3yrbmami Yb020 OLIbU BUPAICCHOIO CMAE CYNEPeynusd €OHICMb GUXIOHUX NPUHYUNLE
YIPABNiHHA — EOUHOOCIOHO20 A KOIEKMUBHOZO.

Knwuoei crnoea: cycninbui incmumymu, CynepeuHocmi, MidCHApoOHa OIOpOKpamis,
2100anbHUll NpasIAYull (Ynpasisaoyuil) Kiac, 2100aieHuil IHCIMUmyyioHAIbHULL KOHGQIIKM.
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HEALTH RESORT ENTERPRISES:
BETWEEN STAGNATION
AND MODERNIZATION

The present state of operation of health resort enterprises has been analyzed. The
reasons for the negative tendencies of development were identified. Conceptual approaches
to the development of target programs of health resort enterprises development, which will
be based on general methodological and ideological principles, were determined. Long-
term actions for the development of health resorts to ensure their competitiveness in both
the domestic and international tourism markets have been offered.

Keywords: health resort enterprises, health resort field, target program, tourism,
business entities, information technologies, laws and regulations, material and technical
base, service quality, marketing strategy.

Menvnuuenxo C. Canamopno-Kypopmmusie RpPeORPUAMUA: MEHCOYy 3acmoem U
Mooeprusayueii. [Ipoananusupoano coepemeHHoe COoCmosiHue QOYHKYUOHUPOBAHUS
CAHaAMOPHO-KYPOPMHBIX YYPEICOeHUNl, ONPeOeneHbl NPUYUHbL HEe2AMUBHBIX MeHOeHYUl
pazeumus, KOHYenmyaubhvle NOOX00bl K pa3pabomke yenesol NpopamMMmbl pa3eUmMusl
CAHamMoOpPHO-KYPOPMHBIX YupedicOeHutl, 6asupyioweicss Ha 00Wux memooono2uueckux u
udeonozuueckux npunyunax. Ilpeonosicenvl O0CHOGHBIE 00A20CPOUHbIE O€UCmBUs NO
PAa36UmMUIo CaHamopHO-KyPOPMHbIX yupedicoeHuti O obecnedeHuss ux KOMKYPEeHmocno-
COOHOCIU KAK HA BHYMPEHHEM, MAK MeNCOYHAPOOHOM MYPUCIULECKOM DbIHKE.

Kniouesvle cnosa: caHaTOpHO-KYpOPTHBIC YUPEXKICHUS, CaHATOPHO-KypOPTHAsI
chepa, meneBas mporpaMma, TYpPH3M, CYOBEKTHI XO3SMCTBOBAaHHWSA, WH(OPMAIMOHHEIC
TEXHOJIOTHHM, HOPMATHUBHO-IIPaBOBas 0a3a, MarepHalbHO-TEXHHWYECKas 0a3a, KadyecTBO
YyCIIyI, MApKETUHIOBAsl CTPATErUsl.

Background. With the development of tourism we re-think the role of
establishments of social services whose aim is health promotion. Primarily,
this refers to health resort enterprises, whose activity connected with
producing, selling and providing health and recreational services to holiday-
makers.

The importance of efficient and effective usage of natural curative and
recreational resources by means of creation and operation support of zones
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of tourism and resorts development, creation of schemes and general layout
of tourist area development, implementation of state monitoring of health
resort and recreational territories and natural curative recourses is covered in
the Concept of the State target program of tourism and resorts development
for 2011-2015 [1].

The use of natural tourist and recreational, curative, raw and
agricultural resources with the aim of treatment, prevention, rehabilitation
and leisure is possible through the development of the health resort field.
Despite the fact that in the Concept of health resort industry development
the implementation of the State policy in the field of resort activity must be
one of the priority directions of the national social policy and economy, the
role and place of health resorts in the market of tourist services remains
small [2]. Problems connected with laws and regulations of health resorts
development, their material and technical resources, ineffective
management and marketing, insufficient professional training require
gradual solving mainly through the creation of the target program of the
development of health resort enterprises.

Analysis of the recent research and publications. M. Borushchak,
G. Gudz, O. Hulych, H. Kostenko, S. Omelianets, S. Tsiokhla [3-8] and
others devoted their publications to strategic issues of resorts development.
These works are related to research at the macro-level.

I. Artiukhova [9], N. Vedmid [10], O.Kolesnyk [11], A.Mazara-
ki[12], Y. Mygalyna [13], I. Svyda [14] and others researched the problem
of work efficiency of health resort enterprises.

At the same time, we don't have scientific research directed at creating
favorable conditions of health resorts operation at the state level.

The aim of this publication is presenting conceptual approaches to the
development of the target program of the development of health resort
enterprises which will be based on general methodological and ideological
principles.

Results. According to the Ukrainian legislation a tourist service
consists of basic, additional and specialized services. Health resort
enterprises belong to business entities which provide additional services to
tourists. According to the Law of Ukraine "On the Resorts" they are health care
establishments which are situated in resort areas and provide medical, preventive
and rehabilitative services and use natural healing resources [15].

Despite the fact that over the last four years, the development of
tourism has been characterized by positive changes, namely: the number of
citizens of Ukraine who traveled abroad rose by 38.3 % of foreign citizens
who visited Ukraine — by 10.7 %, tourists served by agents of tourism
activity — by 32.5 %, the number of consumers fell by 18.1 % (figure 1) [16].
According to the statistics of the Ministry of Infrastructure of Ukraine,
85.2 % of tourists were in the country for the purpose of leisure, recreation
(80 %) and treatment (5.2 %), 14.5 % of them are foreign citizens [16].
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Figure 1. Changes of the number of people attending
health resorts in 2008-2011

Negative tendencies which have been observed recently are stipulated
by a set of reasons.

First, decreasing the number of operating health resort enterprises.

During 2010-2011 588 enterprises went out of business, 130 of them
were refurbished, 272 — didn't have money to operate, 39 — didn't have
permission of the sanitary and epidemiological service, 38 — didn't have
customers who wanted to be treated, and other reasons — 109. But in 2008 —
2011 there was a tendency to increasing the number of recreational camps
by 1.6 %, but the number of sanatoria and recreation houses fell — by 1.9 %,
prophylactic sanatoria — 14.5 %, rest houses — by 7.3 %, children health
camps — by 5.2 % [16].

Second, while the cost of health resort vouchers increases the quality
of hotel and restaurant services in these institutions is very low. The
research results show that price increase leads to the decrease of occupancy
rate of establishments on average by 18-20% per year, and at the same time
the state of material and technical base and the quality of services are not
improved [13].

Third, there is no system of cooperation of enterprises which produce,
sell and provide tourist services. Travel agents, social insurance funds, and
health resorts give partially true information about their range of services
and quality.

Fourth, there exist essential faults in enterprise management. The
research results show that the quality of services depends on staff on 50 %,
their goodwill, professional skills, culture, decency. However, the skills of
the staff of health resorts don't fully meet modern requirements, especially,
the level of professional training. This particularly refers to hiring
management staff with appropriate degrees. Nowadays, medical staff who
don't have the knowledge of theoretical and methodological principles of
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management are at the head of most health resorts. Thus, the current
situation requires improving training experts for social services and
strengthening its scientific component.

As a result, in 2012 higher educational establishments of Ukraine
began training specialists for the recreational sector. At present, training in
Resort Business is carried out by four universities: Kyiv National University
of Trade and Economics, Higher education establisment "Poltava University
of Economics and Trade", Kharkiv State University of Food Technology
and Trade, the state higher educational establishment "V. Stefanyk
Carpathian National University". However, in 2013 applicants (for training
in this field) applied for admission only to three of them (figure 2).

T T T
Kharkiv State University of State Higher Educational
Food Technology and Trade institution «Prykarpatskyi Kyiv National University of
National University named after Trade and Economics
Vasyl Stefanyk"

The number of applications

Figure 2. The number of applications for the speciality
"Resort Business' in 2013

The education contents of the speciality "Resort Business" are determined
by the field standards of higher education in Ukraine: Educational and
Qualification Characteristics (EQC), Educational and Professional Program
(EPP) and the Diagnostic tools of level of educational and vocational
training. Training for health resort business involves the acquisition of skills
and knowledge within the implementation of administrative, technological,
forecasting, and research functions (for Master's degree). According to the
EPP, the list of compulsory subjects includes those ones which enable to
train an expert who will be able to provide competitiveness of health resorts.
Getting theoretical knowledge, students acquire practical skills due to
practical training.

Thus, the national educational market expands by means of creating
another speciality for resort business, which will positively affect the quality
of customer service.
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Fifth, restricted use of modern information technologies and global
reservation systems, e-commerce, specialized information retrieval systems.

The Social Insurance Fund for Temporary Disability introduced the
national project "Resorts and Sanatoria of Ukraine" in 2011 [17]. Within
this project a Web-portal which helps people to know more about Ukraine
health resorts was created. Searching information is done in three languages
(Ukrainian, Russian and English) on the following criteria: consumers who
are served, disease (main and additional), location of an establishment,
natural healing resources, meals and accommodation (infrastructure).
But, this specialized portal now covers only 6.7 % of enterprises in Ukraine
(200 of 3012 health resort enterprises).

The analysis of existing regional specialized catalogues in which a
great number of health resorts are presented shows the efficiency of only
three of them, namely: health resorts of Transcarpathia (with e-book for
orders), Truskavets information-resort center (on-line booking), Kyiv
Tourist. In other regions such catalogues either don't exist or they are
catalogues of enterprises of different industries, e.g. Business-catalogue of
the Crimea, which includes 69 000 enterprises including health resort
enterprises.

In addition, the studies have shown that health resorts sites are
characterized by a low level of information contents and operability. It is
important to define the functions priorities of the site, which can fluctuate
from enterprise advertising to providing communication between the
personnel. The main functions of the site, as experts say, are: advertising
tourist and recreational and natural healing resources, health resort,
institution and services; providing information on enterprise activity;
booking. The site is the least effective in providing communication between
the personnel. The results of the survey of experts (consumers of the
enterprise) as for the functions of the site of a national health resort are
presented in figure 3. Were not able to answer — 3.2 % of experts.

Other

Booking
Staff recruitment

Communication with agents of tourism activity

Customer feedback

Information about enterprise operation

Resort advertising

Adbvertising of tourist and recreational and natural ... .

Advertising of an enterprise and services

T 1 T T g T T T y T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 3. Results of the survey on the priority of site functions of a health resort
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A lack of sites of some enterprises as a tool of advertising, the system
which informs customers about advantages of leisure and recreation in
national health resort enterprises with active advertising of foreign resorts
and destinations led to the following situation: for the last three years the
number of Ukrainians who went abroad is 60 % of total number of tourists
(figure 4).

Sixth, the state of some health resorts are characterized by old material
and technical base, which is explained by insufficient financing from the
state and local budgets (table) [18-20].

64.5

F Tourists-citizens of Ukraine 1 Domestic tourists & Foreign tourists
going abroad

Figure 4. Share of tourists, served by agents of tourism activity
of Ukraine in 2012, % (built according to [16])

Table

Expenditures of the State Budget of Ukraine for financial support
of health resorts in 2011-2013

Expenditures
2011 2012 2013
Source
sum, share, sum, share, sum, share,
min UAH % min UAH % min UAH %

General Fund 129.8 0.04 122.8 0.03 97.5 0.026
Special Fund 78.4 0.17 89.6 0.17 91.7 0.19
State budget 208.2 006 | 2124 | 005 | 189.1 | 0.045
Total

From 2011 to 2013 the following tendency was observed in the State
budget of Ukraine: reduction of expenditures for financing health resorts by
9.2 %, from the general fund — by 24.9 %, with increase from the special
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fund by 17 %. This situation is not favorable for the improvement of
material and technical base, work efficiency of the staff, raise of enterprise
competitiveness. Insufficient amount of investment of self-supporting health
resorts and a low level of entrepreneurial and business activity led to the
situation when more than half of them are non-profitable.

The problems stated above which slow down the development of
modern health resort enterprises must be solved within this target program.
Thus, the determination of a long-term program for the development of
these enterprises is an effective tool for successful development of health
resort business and an urgent task on the way to the European integration.

The objective of the program should be creating an effective
mechanism for management of health resort enterprises to ensure their
competitiveness in both the domestic and international markets. Achieving
this goal is possible due to the improvement of the program components,
namely: laws and regulations, material and technical base, marketing policy,
professional training, economic conditions of enterprise development.
To define the principal measures it is necessary to substantiate each component
of the program.

To improve the regulatory framework governing the development of
health resort enterprises and harmonize them with international standards
we should:

e develop a regulatory framework for the functioning of standardi-
zation and certification of health resort services, the construction of service
quality management system on the basis of a comprehensive system of
quality management TQM;

e develop measures to create the state electronic system for providing
tourism business entities (including health resorts) with information about
demand, offers, prices, rates at the national and regional levels; create and
implement a mechanism for information exchange between business entities
that are involved in the process of production, sale and provision of health
resort services;

o identify directions for the state support of health resorts at the
macro-, mesa- and micro-levels — primarily, through the submission of these
institutions to the central body of executive power — the State Agency of
Ukraine for Tourism and Resorts. This will allow to provide a compre-
hensive system of management and control of health resorts, to strengthen
interdepartmental coordination and cooperation between the central and
local authorities, to implement effectively the programs of target budget
financing of resort areas [6]; to establish effective interaction between
agents of economic activity that provide basic, support and specific tourism
services. In addition, we should ensure at the state level social support of the
population in the matters of providing medical, preventive and rehabilitative
quality services, and creating the preferential tax treatment for social
institutions whose activity aimed at promoting public health.
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The measures which can improve material and technical base of health
resort enterprises are as follows:

e inventory of equipment (medical, trade, restaurants, etc.) of health
resorts, computer equipment etc;

e creating and implementing a single state electronic register of health
resort enterprises of Ukraine, integrated electronic statistical database of the
central and regional level;

e creating specialized regional electronic information retrieval systems
with complete data bank of the enterprises and services;

e providing at the national level the development of specialized tourist
and recreational infrastructure that will ensure sustainable rates of growth of
tourist flows taking into account the peculiarity of the national tourist
product [21], developing a network of historical and cultural institutions,
modern entertainment infrastructure;

e reconstruction of obsolete material and technical base of public
health resorts, which is possible due to increased funding from the state and
local budgets, as well as "the formation of public-private partnership that
will help to reduce costs for the maintenance of enterprises, improving the
quality of services provided to the public " [6];

e creating an information data bank of domestic and foreign
investment projects in the medical, health and diagnostic health resort field.

In order to implement an effective marketing policy we offer:

e expanding e-commerce in the social sector, aimed at promoting
public health, e-marketing implementation in the areas of publicity and
advertising of health resort services through information portals of
international tourism organizations, travel portals of other countries;

e creation of tourist information centers, whose services can be used
not only by national travel companies and domestic tourists, but also all
those who use the Internet for advance planning of a destination for leisure,
recreation and rehabilitation. In the structure of this center we should have
the information and marketing sector for research and analyzing of the
results, accumulation of information and creation of electronic databases;

e organizing and conducting virtual exhibitions, which will enable to
promote health resort services not only in the domestic but also in
international markets and attract foreign business entities in the field of
tourism ;

e to ensure the development of an effective marketing strategy for
brand promotion (including outsight and insight of a brand) at the state level
and at the enterprise level of the health resort field. To focus the efforts of
marketing experts and other professionals on creating a corporate brand
book and a brand book of a particular service or a range of services. The
primary purpose should be saving the identification of a brand, its
distinctive features and differences from competitors and the way of
presenting them to the consumer.
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To train professionals for the health resort field it is necessary:

e to ensure training administrative and managerial personnel who can
select, interpret information and use it in decision making;

e to reform curricula and form disciplines contents taking into account
the world achievements in the health resort field;

e to implement and develop distant learning taking into account the
limited demand for professional training for the given field (because of
various regional occupancy rate of health resort enterprises);

e to review at the state level requirements to staffing (administrative
and managerial staff) and hire personnel who have degrees in this field and
know theoretical and methodological principles of management.

For the development and operation of health resort enterprises it is
necessary to provide the following economic conditions:

e creating a favorable investment climate for domestic and foreign
investors, searching additional sources of funding health resort enterprises;

e determination of the mechanism of the state regulation of prices and
pricing for health resort services, bringing the cost of health resort vouchers
in line with the quality of basic and additional services;

e engaging companies that specializing in management of these
institutions for carrying out management functions if health resort
enterprises are unable to operate effectively. That is, to use the management
contract concluded between the owner of the enterprise and the company
(operator), which specializes in management of the relevant types of
businesses. When choosing an operator we must take into consideration the
effectiveness of its activity for the previous contracts with other clients;
excellent reputation of a company; control of operator’s activity by the
owner or his representative; competitiveness of operator personnel and work
experience in the health resort field. This type of management of
unprofitable enterprises enables to bring them to the next level and ensures
competitiveness in the domestic and international markets.

Conclusion. Identifying conceptual approaches to the development of
the target program of the development of health resort enterprises will make
it possible to take into account a range of measures aimed at improving the
current system of management, and facilitate the development of new
mechanisms of state regulation in the health resort field.

Further research will include the study of each component of the
development program, determining the effectiveness of the proposed measures
and assessment of financial, technical and human resources necessary for
the program implementation.
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Menvnuuenko C. CanamopHo-KypopmHi RIONPUEMCEA: MidC 3ACHIOCM
ma mooepuizayicero.

Ilocmanoska npodnemu. 3 pozeumxom mypusmy 6i00Y8AEMbCsi NEPeOCMUCTIEHHS.
PO 3aK1a0i6 coyianbHol cghepu, CnpAMosanoi Ha 0300poesiients Hacelenns. Hacamnepeo
ye CmMocyemvcs CAHamMoOpPHO-KYPOPMHUX 3aK1A0I8, OINbHICMb AKUX MO8 SA3aHA 3 GUPOO-
HUYMEOM, peanizayicio ma HAOAHHAM GIONOYUBAIOUUM NOCIYe NIKY8AIbHO-0300P08U020
xapaxkmepy. Haseni npobremu po3gumky, wjo CMOCyIOmbCs HOPMAMUSHO-NPABOSUX NUMAHD
PecyO6aAnHs PO36UMKY CAHAMOPHO-KYPOPMHUX 3aK1adis, ix 3acmapinoi mamepianbHoO-
MexXHIUHOI 0a3u, HeepeKmuUeHO20 MEHeONCMEHMY Ma MAPKemuHzy, oOMednceHoi npogecitiHol
ni02OMOBKU, BUMA2AIOMb NOCMYN0B020 GUPIUWEHHS | Nnepedycim uepe3 QOpMYSaHHS
YinboBOI NpocpamMu PO36UMKY CAHAMOPHO-KYPOPMHUX 3aKAA0I8.

Memoto OocriddcenHs € BU3HAUEHHSA KOHYENMmYAaabHUX nioxodie 00 po3poOieHHs.
YinboBoI Npocpamu po3eUMKY CAHAMOPHO-KYPOPMHUX 3aK1A0I8, AKa 0A3Y8aAmMUMemsbcs Ha
3A2a16bHUX MeMOOON02IYHUX MA i0e0N02TUHUX 3ACaA0aXx.

Pesynvmamu O0ocniosycennsn. Ilpoananizosano cyvachuii cman OYHKYIOHYEAHHS.
CAHAMOPHO-KYPOPMHUX 3AKAA0I8, OKPEeCAeHO NPUUUHU, WO 3VMOBUNU He2amUeHi meHoeHyii
PO3BUMKY, CHOPMYNIbOBAHO KOHYENMYAbHI NiOX00U 00 po3poOIeHHs YiNb08ol npozpamu
PO36UMKY CAHAMOPHO-KYPOPMHUX 3AKNA0I6, GUIHAYEHO OCHOBHI 00820CMPOKOEI Oii w000
PO3GUMKY CAHAMOPHO-KYPOPIMHUX 3aK1A0I6 OJisl 3a6e3ne4enHs IX KOHKYPEHMOCHPOMONCHOCI 51K
Ha BHYMPIUHbOMY, MAK § MINHCHAPOOHOMY MYPUCHUYHOMY DUHK).

Bucnoexu. Busnauenus KOHyenmyaibHux nioxooie¢ 00 po3poONeHHs Yitbosol
npozpamu  po3eUmMKy CAHAMOPHO-KYPOPMHUX 3aK1A0I8 0ACmb MONMCIUGICIL YDAXYB8AMU
KOMNAEKC 3ax00i8, CNPAMOBAHUX HA NONINWEeHHs Oio4oi cucmeMu YAPAGIIHHA HUMU, md
cnpusmume pO36UMKY HOBUX MEXAHI3MIB 0epAHCABHO20 pe2Vit08AHHS Y CAHAMOPHO-K)-

popmuit cghepi.

Knwouosi cnoea: caHaTOPHO-KYpPOPTHI 3aKiIajd, CaHATOPHO-KypOpTHa cdepa,
LIJTbOBA TIPOrpaMa, TypH3M, Cy0’€KTH TOCTOIapIOBaHHSL, 1HPOpMALIiiiHI TEXHOJIOr], HOPMATHBHO-
npaBoBa 0a3a, MaTepiallbHO-TeXHIuHa 0a3a, SKiCTh OCIYT, MAPKETHHIOBA CTpATeTisl.
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CAPITAL STRUCTURE OPTIMIZATION
OF TRADE ENTERPRISES

Based on the analysis of modern theoretical concepts of capital structure
optimization and their practical application there has been made a conclusion on the
necessity of competing theories unification and considering various factors while making
financial decisions on capital structure in practice. The factors that have the biggest
influence on such decision making processes have been systematised. Based on the analysis
of capital structure formation peculiarities at trade enterprises of Ukraine, influence of the
abovementioned factors on the state of domestic economy there has been identified
"specific financing order” of trade enterprises’ activity, grounded criteria system and
procedure of capital structure optimization for trade enterprises that conform with the
concept of value-based management and ensure its sustainable financial development.

Keywords: capital structure, trade enterprise, value-based management,
sustainnable financial development.

Coimnuk A. Onmumuzayusa cCmMpyKmypsl Kanumana npeonpusmuil mopzoenu. Ha
OCHOBE aHANU3A COBPEMEHHbIX MeOPeMmuUYecKUX KOHYEenyu ONMUMUZAYUU CIPYKIYDbl
KAnumana u ux npakmuyeckoeo NpUMeHeHUs ChOpMyIuposan 6600 0 HeobX0OUMOCmu
00veduHeHUss KOHKYPUPYIOWUX Meopuil U yyema 3HAYUMENbHO20 pada hakmopos 6
NPUHAUY PUHAHCOBBIX PEUeHUIl OMHOCUMENbHO CINPYKMYPbl KANUMALd 6 NPaKmu4eckou
naockocmu. Cucmemamusuposansvi Gaxkmopul, oxaswvisarowue Hauboiee CywecmseenHoe
eUsIHUe HA npuHsmue maxkux pewenul. Ha ocnose ananuza ocobennocmeil popmuposanus
CMPYKmMypol KANumaia Ha HPeOnpusimusix mopeoeiu YKpaumvl, GIUsHUsL YKA3AHHbIX
Gaxmopos 6 peanusx omeuecmeeHHOU KOHOMUKY UdeHmupuyuposan "ocodulii nopsook
Gunancuposanua” npeonpusmuil mopeosiu, 060CHOBAHbl CUCTHEMA Kpumepues u nopsaoox
OCYWeCmaneHUss ONMUMU3AYUL CIPYKIMYPbl KAnumana O0si npeonpusmuil  mopeogi,
KOMOopble CO2NACYIOMCsL ¢ KOHyenyuel YeHHOCMHO-OPUEHMUPOBAHHO20 YNPAGIeHUs.,
obecneuugaiom e2o cOANAHCUPOBANHOe PuHANHCOB8Oe pazsumue.

Kniouegvie cnosa: cTpykTypa Kamurana, HPEANpUATHE TOPrOBIH, LEHHOCTHO-
OPHEHTHPOBAHHOE yIIpaBleHUE, cOATaHCUPOBAaHHOE (DMHAHCOBOE PA3BUTHUE.

Corporate capital structure is enigma.
Kamath

Background. Management of capital is one of basic functional
directions of financial management to the grounding of theoretical basics of
which a lot of fundamental studies are dedicated, the majority of which is
considered to be classical. This kind of attention to these questions is
predetermined by its practical importance and role in the system of ensuring
sustainable financial development of any enterprise, influence on formation
of'its value. Indeed, a lot of questions that are solved by finance departments
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in practical activities of trade enterprises are within the framework of
management of capital. And their quantity and complexity are increasing in
the conditions of modern economy. These questions are especially essential
for enterprises that work under the conditions of transition economy which
is a peculiarity of Ukraine. The complex questions of management of capital
have additional problems generated by the specific conditions of activity in
the realities of the national economy: high interest rates of bank loans,
underdeveloped financial markets, very low investment attractiveness of the
economy against the backdrop of the total deficit of financial resources and
global crises. Under such circumstances national trade enterprises do not
always have an opportunity to apply available methodological approaches to
capital structure optimization which can be explained on the one hand by
peculiarities of their operational and financial activity and on the other hand
by of institutional environment in Ukraine. Such situation stimulates
carrying out further research of capital structure optimization issues with
account of the factors mentioned.

Analysis of the latest research and publications. Methodological
aspects of grounding of rational capital structure are studied in the works of
leading foreign specialists in theory of financial management (D. Durand [1],
F. Modiliani, M. Miller [2], A. Kraus [3], E. Kim [4; 5], M. Bradley, G. Jarrell [5],
M. Jensen, W. Meckling [6; 7], S. Myers [8; 9] and some others [10—13] as
well as Ukrainian and Russian scientists (I. Blank [14], L. Lihonenko,
A. Mazaraki, N. Ushakova [15]). Despite their great achievements some of
which were awarded the Nobel Prize in Economic Sciences the theory of
capital structure is developing rapidly, and the problem itself remains
unsolved. For instance, empirical studies show that even in the conditions of
developed market economy enterprises do not always follow the grounded
basics while forming capital in their practical activity. And their application
in the conditions of the national economy can get more complicated and that
requires their deep analysis and development taking into account statements
of value-based management concept and specific economic conditions.

The aim of research is to justify the improvement directions of
methodological principles of capital structure optimization at trade enterprises
with account of specific characteristics of their activity and external
financial operation environment that would generally comply with value-
based management. In order to achieve the aim the following tasks need to
be completed:

e analyzing the existing theoretical concepts of capital structure

optimization and experience of their practical application;

e studying the state and peculiarities of capital structure formation at
trade enterprises of Ukraine, identifying the approach used by them
in financial management practice;

e formulating the criteria of capital structure optimization and
structurally logical order of its implementation that would contribute to
increased value of trade enterprise.
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Material and methods. Methodological basics of research are the
fundamental principles of systematic approach, methods of scientific
abstraction, analysis and synthesis, induction and deduction. Studying pecu-
liarities of capital structure formation in the field of trade was conducted
with the help of trend and structure analysis methods, questionnaire survey.

Results. Making decisions on capital structure is one of essential and
most difficult in the system of finance management, which can be proved by
a considerable amount of significant achievements of scientists in this area.
The most common theoretical concepts of capital structure and their brief
characteristics are given in table 1.

Table 1

Characteristics of Capital Structure Concepts

Theory | Brief Characteristics
Neoclassic Theories

Traditional (1952) [1] It presupposes defining the optimal capital structure which can
be reached under its minimal weighted average cost and
ensures maximization of enterprise value

The Modigliani-Miller | In the original version — the concept of capital structure
theorem (MM theory) | indifference, i.e. no relationship between it and the enterprise
(1958) [2] value. After removing some of the restrictions, the authors
concluded that there was a link between the formation of the
enterprise market value and its capital structure

Trade-off Theory In the given model the basic assumption of the MM Theory
(interrelation) concerning lack of bankruptcy costs is weakened and the
(1973) [3]; (1978) [4]; | existence of optimal capital structure, which can be achieved
(1984) [5] if the present value of tax benefits from the use of the

borrowed capital equals to the present value of costs caused
by financial problems and bankruptcy is proved

Institutional Theories

Theory of Capital This is an extension of the Trade-off Theory. The authors do
Structure from the not emphasize on the basic assumption of the MM Theory
Position of Agency concerning the fact that managers always act to the benefit of
Costs owners and consider the debt to be a way of solving the

(1976) [6]; (1986) [7] "principal-agent" problem. This is due to the fact that the
increase in the debt burden discourages managers to adopt
inefficient investment projects and reallocate resources to
meet their own needs, but it causes a new type of agency
conflict — between shareholders and creditors, which is caused
by a problem of assets replacement that generally leads to
agency costs of debt financing. The authors’ conclusion that
the optimal capital structure is achieved under the condition
that present value of benefits from the use of leverage equals
to the present value of agency costs of debt financing is based
on this assumption
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End of table 1

Theory Brief Characteristics

Pecking Order Theory | Existence of this theory can be explained by the fact that
(1984) [8; 9]; managers possessing inside information about the quality of
investment projects follow a hierarchy of financing sources:
first of all, they use their own internal funds, then — the most
secure (from the information point of view) debt, then — a risky
undertaking. Share issue corresponds to the highest risk level
that is why this source is used only in the worst-case scenario.
Unlike previous theories, the concept Pecking Order is not
equilibrium, i.e. company does not have an optimal (target)
capital structure

Behavioral Theories

Informational Cascades | The theory is based on the notion of herd behavior of
Theory (1992) [10] economic agents and postulates the idea that the optimal
strategy of individual behavior is repeating actions (or
decisions) after his/her predecessors in similar situations
regardless of the information available, which leads to the
appearance of the so-called "informational cascades".
Concerning capital structure informational cascade becomes
evident in copying capital structure of leading enterprises, in
imitating popular methods of capital structure formation

Market Timing Theory | It is based on empirical studies that give evidence of the
(2002) [11]; (2005) [12] | corporations practice to issue shares during the period of high
prices in the market and purchasing them during the period of
low prices to obtain benefits from temporary deviation of
equity value relative to the value of its other forms. According
to the authors, capital structure is formed as a result of
managers’ attempts to time the equity market and is an
outcome of such attempts. Accordingly, the optimal capital
structure does not exist. It is not formed as a result of strategic
planning but as a result of favourable temporary opportunities
provided by the capital market

Managerial Investment | It is a further development of the Market Timing Theory and it
Autonomy holds that the company issues shares when their market value
Theory (2007) [13] and the degree of managers and investors coordination are
high, and vice versa it can resort to debt financing when the
market value of shares and the degree of coordination are low

The source is compiled by the author through analysis and generalization [1-13].

Thus, all the abovementioned capital structure theories can be
notionally divided into two groups: equilibrium theories which imply the
existence of optimal capital structure (Traditional, MM Theory, Trade-off
Theory, Theory of Capital Structure from the Position of Agency Costs) and
non-equilibrium theories which emphasize the lack of optimal capital
structure (Pecking Order Theory, Informational Cascades Theory, Market
Timing Theory, Managerial Investment Autonomy Theory). So, these days
there is no fundamental agreement among scientists and practitioners with
respect to the existence of an optimal capital structure. The debate on this
issue is accompanied by numerous empirical studies and attempts to find out
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which theoretical model of capital structure choose most enterprises in
financial management practice (whether they really indentify optimal capital
structure and follow it) which leads to confirmation or refutation of certain
theoretical provisions and which can have absolutely different results.
Summary of the most extensive empirical studies of capital structure
formation practice and the results obtained on their basis are presented in
table 2.

Table 2

Conclusions of Empirical Studies on Accordance
of Capital Structure Formation Practice to Famous Theoretical Concepts

Brief Characteristics of Study

Obtained Results

L. Shyam-Sunder, S. Myers
(1999), 157 companies
1971-1989 years [16]

The hypothesis concerning financing of deficit of
internal sources of financing through debt is
confirmed. It is considered as an empirical argument
in favour of the Pecking Order Theory

A. Kayhan, S. Titman (2007),
listed companies, 1960-2003 years,
regression analysis [17]

The target value of capital structure that is disrupted
in the course of business is set. Companies are
willing to return to the target capital structure, but
the process is slow. The results correspond to the
Trade-off Theory

V. Beattie, A. Goodacre,

S. Thomson (2006), Listed
companies of Great Britain,
2000, questionnaire survey
of 192 companies [18]

The behavior of the companies concerning capital
structure is not uniform: approximately 40-50%
follow the concept of the Trade-off Theory, about
60% follow the Pecking Order Theory

E. Fama, K. French (2004),
companies represented in NYSE,
AMEX, Nasdaq, 2951 enterpri-
ses for 1973-1982 years, (inclu-
ding 617 — large ones) and 4417
for 1993-2002 years. (including
712 — large ones) [19-21]

The Pecking Order Theory is refuted

M. Frank and V. Goyal (2003),
American public limited
companies, 1950-2000,
regression analysis [22]

The obtained results are interpreted as those that
refute the Pecking Order Theory and the Market
Timing Theory and correspond to the Trade-off
Theory

A. Bevan and J. Danbolt (2002),
822 companies of Great Britain,
1991-1997 years, regression
analysis [23]

The most important factors of debt burden increase
are distinguished: size of a company, income
volatility, part of material assets

J. Graham and C. Harvey (2001),
American and Canadian
companies, questionnaire survey
of finance directors [24]

Only 10% of companies follow the Trade-off
Theory alone.

Regarding the motives of share issue authors found
confirmation of the Market Timing Theory and
refutation of the Pecking Order Theory.

The authors conclude that none of the capital
structure theories is used alone. Its formation is
done on the basis of system of principles that are
suggested within different theories and on the basis
of managers’ experience and intuition

72
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End of table 2

Brief Characteristics of Study

Obtained Results

M. Flannery, K. Rangan (2006)
American companies [25]

The hypothesis of existence of target capital
structure is confirmed which corresponds to the
Trade-off Theory

L. Barros and M. Alexandre
(2007), testing [26]

The authors examine the dependence of optimism
and self-confidence of managers and the proportion
of debt and confirm strong statistical significance of
these factors in the capital structure formation

A. Panno (2003), Companies
of Great Britain and Italy [27]

The role of tax benefits in making decisions on
capital structure that is consistent with the Trade-off
Theory is discovered. At the same time inverse
relationship between return on assets and the level
of debt burden is found, which contradicts the
Trade-off Theory and complies with the Pecking
Order Theory

L. Booth et al. (2001), companies
from 10 developing countries
(28]

Inverse relationship between return on assets and
the level of debt burden is found, which contradicts
the Trade-off Theory and complies with the Pecking
Order Theory, but authors interpret results
cautiously and claim that it is impossible to make a
clear choice in favour of one theory

J. Chen (2004); J. Chen,

R. Strange (2005); G. Tong,
C. Green (2005), selected
Chinese companies [29-31]

Inverse relationship between return on assets and
the level of debt burden is found as well as
noninteraction between taxation system and capital
structure which contradicts the Trade-off Theory
and complies with the Pecking Order Theory. Chen
emphasizes on a low level of debt burden in Chi-
nese companies which is connected with peculiari-
ties of institutional environment and brings the idea
of a "new financing order": retained profit, share
issue and finally debt financing

N. Delcoure (2007), Selected
companies of the Czech
Republic, Slovakia, Poland,
Russia [32]

Existence of "new financing order" is proved
indicating that the managers of these countries
consider shares as a "free" source of funding, due to
the peculiarities of the institutional environment and
it can be a sign of transition economy

I. Ivashovska, M. Solntseva
(2008), 74 companies of Russia,
2001-2006 years [33]

The results cannot confirm or refute the Trade-off
and Pecking Order Theories completely

L. Beresynets, A. Razmochayev,
D. Volkov (2010),

Russian companies,
19992006 years [34]

The results indicate following the Pecking Order
Theory in the process of capital structure formation

The source is compiled by the author through analysis and generalization [16—34].

From the summary of the empirical studies under analysis we can

make the following conclusions:

e it is impossible to confirm or refute separate theoretical concepts of
capital structure formation in practice; there exists a tendency of theory
synthesis in the process of making financial decisions on capital structure
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formation. For example, E. Fama and K. French pointing that "the Pecking
Order Theory as a complex capital model does not exist any more" at the
same time come to conclusion that "it remains a model for making financial
decisions by particular firms" [19, p. 579]. In the end the authors point out
that the further development of the capital structure theory must be done by
combining competing theories;

e it is necessary to take into consideration various factors when
forming capital structure; there are "national/regional" differences in the
practice of making financial decisions mostly caused by peculiarities of
institutional environment. As evidence of this we can take conclusions of
L. Booth [28] and results of empirical studies of financial management in
companies operating in developing countries, on the basis of which authors
contribute some ideas concerning "new financing order" in China, countries
of Eastern Europe and Russia [29-31]. Systematization of such factors
which is also suggested by Ukrainian and Russian scientists [14] is done in
most cases according to internal and external factors. Analysis of empirical
studies gives an opportunity to systemize the abovementioned factors into
three groups (table 3).

Studying the approaches to capital structure optimization it is
important to specify which forms and kinds of capital are the objects of
analysis when making financial decisions.

Table 3

Systematization of factors that determine financial decisions
of capital structure

Groups Factors

Institutional Level of economic development in a country;

tax legislation;

peculiarities of legislation and process of state regulation;
involvement of certain types of capital;

level of financial market development;

level of business and financial cultures development

in a country

Individual Size, organizational and legal form and nature of a business;
financial state of a business;

level of company’s creditability;

asset profile;

company’s targets

Behavioral Mentality of owners and managers that determines

their propensity to risk;

fixed traditions and financing practice in separate industries;
relations features "owner-manager"

The source is compiled by the author.
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In foreign studies [1-13] own capital and financial forms of loan
capital (bank credits, bond loans) are traditionally considered in compo-
sition of such sources and defined as "invested capital”, all kinds of trade
liabilities (trade credit, arrears of accounts) are excluded. However, Russian
and Ukrainian scientists [14; 15] mainly consider in the composition of this
capital all possible sources of its formation, including trade credit and
arrears of accounts. According to functioning features of domestic companies,
especially in the trade sphere, the second approach is seen as more
appropriate, taking into consideration that high portion of trade credit in
sources of trade financing, which exclusion from the process of capital
structure formation is very problematic and in practical realization may lead
to insufficiently substantiated financial decisions (table 4).

The main source of financing activity for trade companies in Ukraine
is short-term loan capital (over 70 % during the study period), among which
the main part consists of credit indebtedness that is determined by the trade
asset structure peculiarities in which working component dominates.

Table 4
The capital structure of the trade enterprises in Ukraine
(% of the total volume of the capital)

Capital raising sources 2007 2008 2009 2010 2011
Own capital 15.2 8.7 8.9 9.8 10.7
Provision of the following costs and 0.5 0.4 0.5 0.4 0.4
payments
Long-term liabilities 12.3 14.3 13.4 14.1 14.4
Current liabilities 71.8 76.5 77.0 75.6 74.3
- including current trade liabilities 60.5 62.2 65.8 65.8 64.4
Future incomes 0.2 0.1 0.2 0.1 0.2

The source is compiled according to the data of State Statistics Committee of Ukraine

The portion of financial loans does not exceed 23 % in the total
financial resources. This situation requires special attention on the
conditions and cost of raising goods credit and its impact on the weighted
average cost of capital, trade enterprises development efficiency in a long-
term perspective. Uncovered peculiarities show the presence in Ukrainian
trade companies the "specific financing order", immanent in this field,
which is illustrated in the figure I in the order to reduce importance (raising
frequency) of separate raising capital resources.

The main source of additional capital raising for trade enterprises in
Ukraine is the net income capitalization, increasing of goods credit, raising
bank credits (or financial leasing). Currant liabilities for settlements and
provision occupy a large share in the capital structure (sometimes more
bank credits; always available and in the absence of financial credits), but
because of its specific nature and inability of purposeful increase this source
doesn’t have higher status in the indicated hierarchy. The next important
item is raising own capital from external sources which can be done by
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shares issue (for joint stock companies) and increasing of statutory capital
(for other forms of companies), because this financial performance practice
in trade enterprises is used more often (than bonds issue); this fact is
confirmed by the statistical data (zable 5).

Net income
(capitalized)*
Goods credit*

Short-term bank credit**

Long-term bank credit**/financial leasing

Currant liabilities for settlements/provision
Stocks issue (replenishment of statutory capital)
Bonds issue

* The sources may vary in importance depending on company’s financial policy type;
** The sources may vary in importance depending on raising capital purpose
(financing of currant /illiquid assets).

Figure 1. "Special financing order" of trade enterprises in Ukraine

The source is compiled by the author.

The data show the absence of a clear direct dependence between the
dynamics of the trade enterprises statutory capital and their number that indicates
statutory capital replenishment activities. Raising capital due to bonds issue
by trade enterprises is not practiced in Ukraine. According to the data of the
National Commission of Securities and Stock Market of Ukraine, in 2011,
251 bonds issues were registered on total sum 35.91 billion UAN, of which
trade enterprises have 4.87 %, that was 1748.82 million UAN [36]. During
2008-2010 bonds issues volumes in Ukraine were significantly lower. Only in
2009, the bonds issues in volume of 350 million UAN were registered in
trade, which was made by closed-end company "Silpo Retail" and it can be
seen as the single case of serious financial resources raising by means of this
financing instrument [36].

Table 5
Relation of dynamics statutory capital volume
and the number of trade enterprises

Link growth rate, %

Indexes 2007 2008 2009 2010 2011 | 2008/|2009/| 2010/ {2011/
2007 | 2008 | 2009 | 2010

The number
of trade
enterprises,
units

113153 | 108900 | 112994 | 97796 | 99308 |-3.76| 3.76 |-13.45] 1.55

Statutory
capital
volume, 66460.579203.1|94354.3194301.9|107263.1|19.17 | 19.13 | -0.06 | 13.74
million
UAN

The source is compiled according to State Statistics Committee of Ukraine data [35].
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These trends are confirmed by the results of questionnaire survey of
trade enterprises in Ukraine. Thus, 51 % of respondents indicated net income of
the company as the main source of raising capital, and 49 % — raising
additional volumes of goods credit. Other forms of raising capital are
seldom used. Although the survey results indicate low level of net income
capitalization (table 6).

Table 6

The level of net income capitalization on trade enterprises

The level of net income capitalization

1 o
(on the average for the last 5 years), % The part of surveyed enterprises, %

To 30 50
31-50 38
51-70 6
Over 70 6

The source is compiled according to the questionnaire survey data of trade
enterprises of Ukraine.

The results of the questionnaire survey also confirm more active practice
of raising capital through statutory capital replenishment in comparison with
bonds issue mechanism use: 43 % of surveyed enterprises replenished the
statutory capital for the last five years and only 7 % issued bonds.

The factors systematization affect the choice of capital structure
model, their display in the course of decision-making on the choice in
financing source of Ukrainian trade enterprises is defined (figure 2).

Institutional features Behavioral features

Enterprises operate in economy in the
transition period with undeveloped
financial market, it is difficult to raise

Trade enterprises generally support the
fixed tradition to finance activity for
account of goods credit

capital through the mechanism of shares
and bonds issue

Making decisions features regarding
capital structure formation of trade
enterprises of Ukraine

Individual features
Trade sphere is mainly represented by small and medium-sized businesses, non-public
organizational and legal forms (private enterprises, limited liability companies), for
which financing through shares and bonds issue mechanisms isn’t available; they are
characterized by share of current assets (stock of goods occupy dominant position) in
assets structure; they are also characterized by a low share of own capital and high part
of goods credit

Figure 2. Features of capital structure formation by trade enterprises in Ukraine

The source is compiled by the author.
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This order demonstrates capital structure formation practice in trade
enterprises, but can’t be considered as a recommendation for separate busi-
nesses as it needs development of methodological approaches to the forma-
tion of a "selection field" in target capital structure, appropriate to strategic
financial goals of trade enterprise performance, its financial policy type.

In most national researches formation of the capital structure target is
based on the criteria of maximization of level financial profitability, minimi-
zation of weighted average cost of capital and financial policy adherence of
assets financing [14; 15].

Analysis of these criteria leads to the following conclusions:

e the objective function of company’s performance is increasing its
value, rate of economic added value is proposed to consider as the indicator
(EVA), it is advisable to use it as the principal standard of capital structure
optimization. Variant selection of capital structure on maximization EVA
criteria provides coordination of acceptable cost capital levels and its
profitability;

e researches of capital formation structure practice of trade enterprises
in Ukraine determine that its conformity to conservative type of financing
assets policy is very problematic from point of view of its realization, The
more appropriate standard for trade enterprises is conformity of capital
structure to compromise (moderate) type of financing assets policy. This
standard is advisable to take as auxiliary that will ensure company value
growth under conditions of maintaining the required level of its financial
firmness;

e criteria for the capital structure that are put forward [14; 15], lie
only in the financial plane and are not connected with parameters of
operating activities. But some experts [34] in the course of empirical studies
prove significance of dynamics, volatility and volumes of activity in the
process of capital structure formation. This fact is also indicated in the
researches of sustainable growth problems: the most famous models of such
growth connect opportunities of profit growth with financial parameters of
its operations, including the capital structure. It is necessary to introduce in
the criteria system of formation capital structure those that link up its
formation process with operating activity parameters, namely planned
volume of goods turnover. For this we can offer as assessment of capital
structure that ensures the sustainable growth of trade enterprise on the basis
of known models of sustainable growth. Thus, based on Higgins’ model of
sustainable growth (1) and planned growth rate of goods turnover (which is
in the course of capital structure formation is considered as stable) and other
famous financial parameters of the model, a high-principled approach for
determining target capital structure according to this criterion is realized by
the formula (2).
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g=R"K! -%-d-lOO% , (1)

A g

- , 2
BK R"-K'-d100% @)

where g — growth rate of goods turnover, which doesn’t affect the state of financial
balance, % (take the planned growth of goods turnover); R* — net profitability; K", —
ratio of net income capitalization, A — assets value; BK — volume of own capital; d —
ratio of assets turnover.

The process of capital structure formation for the planning period,
based on the indicated criteria, is presented in the figure 3.

Thus, the system of factors that influence making decisions on capital
structure and determine the prospects for change in the cost of capital,
possible changes in legislation, planned operating activity parameters, is
studied at the first phase.

1. Study of factors, that determine capital structure
h 4
2. Justification of capital structure, that assures maximization of economic added value
v

3. Justification of capital structure, that corresponds
to the moderate type of financing assets policy
v

4. Justification of capital structure, that ensures sustained growth

A 4

5. Formation of "scope" making decisions on the target capital
structure in the planning period

A 4
6. Making decisions on the target capital structure in the planning period

Figure 3. Structural and logical consistency of capital planning
structure formation phases of trade enterprises

The source is compiled by the author.

The capital structure that will ensure the maximization of economic
added value in the planning period is studied at the second phase. This
assessment is based on multivariate calculations of EVA indicator for
different structures of financing sources by the separate elements of own
and loan capital.

At the third phase the capital structure is calculated, that corresponds
to the moderate policy of financing assets in which non-current assets and
half of permanent components of current assets are financed by own and
long-term loan capital, and the rest of current assets are financed by currant
liabilities.
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At the fourth phase the capital structure is justified, that assists
sustainable growth of trade enterprises.

At the fifth phase the "scope" of possible decisions for the capital
structure formation is defined (figure 4).

At the sixth phase within the established range of senses for target
capital structure, defined on three criteria of its formation, behavioral factors
(mentality of owners and managers, level of financial solutions consistency
between the owners and top-managers, type of financial policy) are taken
into consideration; choice of target structure capital of trade enterprise in the
planning period is justified.

Capital structure, that ensures maximization of economic added value

"Scope" decisions for the
capital structure formation
in the planning period

Capital structure, that ensures

moderate approach to financing assets scheduled rate growth of goods

turnover

‘ Capital structure, that ensures

Figure 4. "Scope" decisions for target capital structure choice at trade enterprise

The source is compiled by the author.

Conclusion. The proposed approach will improve the efficiency of
financial decisions for the capital structure formation in the course of its
planning on the trade enterprise due to the fact that it is agreed with the
target function of business performance — increasing its value, putting
forward as the primary criterion of the capital structure optimization,
maximization of the rate of economic added value; it connects the process
of capital structure formation not only with other financial parameters, but
also with the planned operating parameters (scheduled rate growth of goods
turnover) that allows to coordinate market and competitive strategy of the
trade enterprise with its financial policy and ensures provision balanced
financial development; it takes into account the operating and financial
activities of the trade enterprises and external financial environment features
functioning of the trade enterprises in Ukraine.

Important aspects of capital structure optimization are the impro-
vement of methodological principles of value assessment of separate capital
elements, planning possible volumes of their raising, justification provision
mechanisms for effective use of the formed capital that will be the subject of
further researches.

80 ISSN 1727-9313. HERALD OF KNUTE. 2013. ¥ 6




ENTERPRISE

10.

11.

12.

13.

14.

15.

16.

17.

18.

REFERENCES

. Durand D. Costs of Debt and Eqiuty Funds for Business: Trends and

Problems of Measurement. Conference on Research in Business Finance,
National Bureau of Economic Research. — New York, 1952.

. Modiliani F. Corporate Income Taxes and the Cost of Capital: A Correction /

F. Modiliani, M. Miller // Amer. Econ. Rev. — 1963. — V. 53. — N 3. —
P. 433-443.

Kraus A. A. State-Preference Model of Optimal Financial Leverage / A. A. Kraus,
R. H. Litzenberger // Journal of Finance. — 1973. — Vol. 28. — N 4. —P. 911-922.

. Kim E. H. A Mean-Variance Theory of Optimal Capital Structure // Journal

of Finance. — 1978. — Vol. 33. — N 1. — P. 45-63.

. Bradley M. On the Existence of an Optimal Capital Structure: Theory and Evi-

dence/ M. Bradley, G. Jarrell, E. H. Kim // Journal of Finance. — 1984. —
Vol. 39. — N 3. — P. 857-878.

. Jensen M. C. Theory of the Firm: Managerial Behavior, Agency Costs and

Ownership Structure / M. C. Jensen, W. H. Meckling // Journal of Financial
Economics. — 1976. — Vol. 3. — N 4. — P. 305-360.

. Jensen M. C. Agency Costs of Free-Cash-Flow, Corporate Finance, and Ta-

keovers / M. C. Jensen / American Economic Review. — 1986. — Vol. 76. —
N 2.—P.323-329.

. Myers S. C. Corporate Financing and Investment Decisions When Firms Have

Information that Investors Do Not Have S. / C.Myers, N. S. Majluf // Journal
of Financial Economics. — 1984. — Vol. 13. — N 2. — P. 187-221.

Mpyers S. C. The Capital Structure Puzzle // The Journal of Finance. — 1984. —
Vol. 39. — N 3. — P. 575-592.

Bikhchandani S. Theory of fads, fashion, custom and cultural change as
informational cascades / S. Bikhchandani, D. Hirshleifer, I. A. Welch //
Journal of Political Economy. — 1992. — N 100. — P. 992-1026.

Baker M. Market Timing and Capital Structure / M. Baker, J. Wurgler //
Journal of Finance. — 2002. — N 57. — P. 3.

Jenter D. Market Timing and Managerial Portfolio Decisions / D. Jenter //
Journal of Finance. — 2005. — Vol. 60. — Issue 4. — P. 1903—1949.

Dittmar A. Why Do Ffirms Issue Equity? / A. Dittmar, A. Thakor // Journal
of Finance. — 2007. — N 90(1). — P. 59-83.

Blank 1. A. Osnovy finansovogo menedzhmenta / I. A. Blank. — v 2-h t. T.2. —
3-¢ izd., pererab. i dop. — M. : OMEGA-L, 2011. — 656 s.

Mazaraki A.A. Ekonomika torgovel'nogo pidpryjemstva / A. A. Mazaraki,
N. M. Ushakova, L. O. Ligonenko ; za red. N. M. Ushakovoi'. — K. :
Hreshhatyk, 1999. — 800 s.

Shyam-Sunder L. Testing Static Tradeoff against Pecking Order Models of
Capital Structure / L. Shyam-Sunder, S. C. Myers // Journal of Financial
Economics. — 1999. — Vol. 51. — N 2. — P. 219-244.

Kayhan A. Firms' histories and their capital structures / A. Kayhan,
S. Titman // Journal of Financial Economics. — 2007. — N 83 (1). — P. 1-32.
Beattie V. Corporate Financing Decisions: UK Survey Evidence / V. Beattie,
A. Goodacre, S. Thomson // Journal of business Finance & Accounting. —
2006. — N 33 (9-10). — P. 1430.

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 81



ENTERPRISE

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

82

Fama E. Financing Decisions: Who Issues Stock? / E. Fama, V. Beattie,
A. Goodacre, S. Thomson // Journal of Financial Economics. — 2005. —
Vol. 76. — N 6. — P. 549-582.

Fama E. Disappearing Dividends: Changing Firm Characteristics or Lower
Propensity to Pay? / E. Fama, K. R. French // Journal of Financial Economics. —
2001. — Vol. 60. — N 1. — P. 3-43.

Fama E. Testing Trade-Off and Pecking Order Predictions about Dividends
and Debt / E. Fama, K. R. French // The Review of Financial Studies. —
2002. — Vol. 15. —N 1. —P. 1-33.

Frank M. Z. Testing the Pecking Order Theory of Capital Structure / M. Z. Frank,
V. K. Goyal // Journal of Financial Economics. — 2003. — Vol. 67. — N 2. —
P.217-248.

Bevan A. Capital structure and its determinants in the UK — a decompositional
analysis / M. Z. Frank, V. K. Goyal // Applied Financial Economics. —
2002. — Vol. 12. — N 3. — P. 59-70.

Graham J. The Theory and Practice of Corporate Finance: Evidence from the
Field / J. Graham, C. Harvey // Journal of Financial Economics. — 2001. —
N 60. — P. 187-243.

Flannery M. J. Partial Adjustment toward Target Capital Structures / M. J. Flan-
nery, K. P. Rangan // Journal of Financial Economics. — 2006. — Vol. 79. —
N 3. —P. 469-506.

Barros L. Overconfidence, managerial optimism and the determinants of
capital structure / L. Barros, M. Alexandre // Working paper. — 2007.

Panno A. An Empirical Investigation on the Determinants of Capital
Structure: The UK and Italian Experience // Applied Financial Economics. —
2003. — Vol. 13. — N 2. —P.97-112.

Booth L. Capital Structures in Developing Countries / L. Booth, V. Aivazian,
A. Demirguc-Kunt, V. Maksimovic // Journal of Finance. — 2001. — Vol. 56. —
N 1.—P. 87-130.

Chen J. Determinants of Capital Structure of Chinese-listed Companies /
J. Chen // Journal of Business Research. — 2004. — Vol. 57. — N 12. —
P. 1341-1351.

Chen J. The Determinants of Capital Structure: Evidence from Chinese Listed
Companies / J. Chen, R. Strange // Economic Change and Restructuring. —
2005. — Vol. 38. — N 1. —P. 11-35.

Tong G. Pecking Order or Trade-off Hypothesis? Evidence on the Capital
Structure of Chinese Companies / G. Tong, C. J. Green // Applied Economics. —
2005. — Vol. 37. — N 19. — P. 2179-2189.

Delcoure N. The Beterminants of Capital Structure in Transitional Economies //
International Review of Economics & Finance. — 2007. — Vol. 16. — N 3. —
P. 400-415.

Yvashkovskaja Y. V. Struktura kapytala v rossyjskyh kompanyjah kak strate-
gycheskoe reshenye / Y. V. Yvashkovskaja, M. S. Solnceva // Vestn. S.-Peterburg.
un-ta. — 2008. — Ne 3. — S. 3-32. — (Seryja "Menedzhment").

Berezynec Y. V. Fynansovie reshenyja rossyjskyh kompanyj: rezul'tati smpyry-
cheskogo analyza / Y. V. Berezynec, A. V. Razmochaev, D. L. Volkov /
Vestn. S.-Petreburg. un-ta. — 2010. — Ser. 8. — Vip.1. — S. 2-26.

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6




ENTERPRISE

35. Portal Derzhavnoi' sluzhby statystyky Ukrainy [Elektronnyj resurs]. —
Rezhym dostupu : http://www.ukrstat.gov.ua.

36. Portal nacional'noi' komisii' z cinnyh paperiv ta fondovogo rynku Ukrai'ny
[Elektronnyj resurs]. — Rezhym dostupu : http://www.nssmc.gov.ua.

Articles submitted to editors office of 11.11.2013.

Cumnux I'. Onmumizayia cmpykmypu Kanimany niOnpuemcme mopziei.

Ilocmanoska npoonemu. Ynpagninns kanimaiom € 0OHUM 3 6a308ux @yHKyio-
HANbHUX HANPAMIE (DIHAHCOB020 MEHEOIHCMEHMY, OOIPYHMYBAHHIO MEOPEMUYHUX OCHO8
K020 NPUCBAYEHO BeNUKy KINbKicmb (yHOaMenmansHux oocniodcensv. Taka yeaza 00
NUMAaHs YRPAGNIHHA KANIMANoM BUSHAYACMbCA iX NPAKMUYHOIO 3HAYYWICMIO, POJIIIO
¥ cucmemi 3abe3neyenus egheKmusHo2o ma 30a1aHco8an020 PiHAHCOB020 PO3BUMKY 0)0b-
AKO20 NIONPUEMCINGA, BNIUBOM HA POPMYBAHHA 11020 YIHHOCTI.

Mema Oocniodxcenns nonseac 8 oOTPYHMYBAHHI HANPAMIE 80OCKOHAIEHHS MEMOO0-
JIO2IYHUX 3aCa0 onmumizayil cmpyKmypu Kanimauy Ha nionpueMcmeax mopeieni 3 epaxy-
BaHHAM cneyuiunux ocobrueocmett ix OBLILHOCMI MA 308HIUHBO20 PIHAHCOB020 Cepedo-
suwja QYHKYIOHY8auHs, AKI 6 6 Yinomy GIOn0gioanu KoHyenyii YiHHICHO-OPIEHMOBAHO20
VAPAGIIHHA.

Mamepianu i memoou. Memooono2iuHorw 0CHOBOK € PYHOAMEHMANbHI NPUHYUNU
CUCTNeMHO20 NiOX00y, Memoou HAyKogoi abcmpakyii, ananizy ma cunmesy, iHOYKYii ma
Oeodykyii. [ocnioocenns ocobnusocmeti (opmyanHs CMpyKmypu Kanimaiy 6 mopeieii
300liCHeHO i3 3ACMOCY8AHHAM MemoOi6 MpPeHO008020 mMa CMPYKMYPHO20 —aHANi3Y,
AHKEMHO20 ONUMYBAHHSL.

Pesynomamu docnidicenus. Ha ochosi ananizy cyuachux meopemusyHux KoHyenyiu
onmumizayii cmpykmypu Kanimauy ma ixX npakmuyHoz20 3ACMOCYBAHHA CHOPMYTbOBAHO
BUCHOBOK U000 HeOOXIOHOCMI 00 €OHAHH KOHKYPYIOUUX MeOpPil Mda 8pPAXy8aHHs HU3KU
YUHHUKIE y nepebicy nputiHamms QIHAHCO8UX PIeHb Wo00 CMPYKMYpu Kanimauy 6
npakmuunit niowuni. Cucmemamuzo8ano Gaxmopu, wo HabitbLuwo Mipow 6NIUAIONMb
Ha NPpUiHAMMA MaKux piwens. 3a pezyromamamu O00CHiONHceHHA 0coOnugocme Gopmy-
6AHHS CMPYKMYPU KANIMAauy HA NIONPUEMCMEAx mopeieni YKpainu, nposgy 3a3HaueHux
YUHHUKIB ) peaniax 6IMYU3HAHOI eKOHOMIKU [10eHmUupiko8ano ocobausull nopsooK QiHau-
CYBAHHA NIONPUEMCTNEAMU MOP2IBII CBOET OIANbHOCHI, OOIPYHMOBAHO CUCMeEM) Kpumepiie
ma nopsao0oK Oonmumizayii CmMpyKmypu Kanimaiy O01s NiONpUEMCME MOp2igni, sKi
V320024CYIOMbCA 3 KOHYENYier YiHHICHO-OPIEHMOBAHO20 YNPABLIHHA, 3a0e3neuyioms 1020
30anancosanull iHaHco8Ul pO3GUMOK.

Bucnoexku. 3anpononosanuii  nioxio 003601ume  NIOSUWUMU  eEeKMUBHICIb
@inancosux piuienv Wooo PoOpMysanHa CmMpyKmypu Kanimauy 6 nepeodiey 1020 nianys8anHs
Ha nionpuemMcmesi mopeieii 3 021510y Ha me, Wo 8iH. Y3200H4CYEMbCS 3 YLIbOBOI (DYHKYIEN
OianbHOCMI NiOnpuemMcmea — niogUWeHHs 1020 YIHHOCMI, 8UCYBAIOYU AK OCHOGHUL KpU-
mepill onmumizayii cmpykmypu Kanimany MakCumizayiro NOKA3HUKA eKOHOMIYHO 000aHOl
YiHHOCMI; NO0G’A3y€ npoyec QOPpMYSaHHA CMPYKMypu Kanimany He MilbKu 3 [HUUMU
Qinancosumu napamempamu, a i 3 NIAHOBUMU NAPAMEMPAMU OREPAYIUHOI OiAnbHOCMI
(3an1aHO08aHUM MEMNOM 3POCMAHHA MOBAPO0OOPOMY), WO 00360JIAE Y320004CY8AMU PUH-
KO8I ma KOHKYpeHmHi cmpamezii nionpuemcmea mopeigii 3 020 (iHaHco8010 NOLIMUKOI0 3
Memoio 3a0e3neyents 30aNanco8ano20 PIHANCOB020 PO3GUMKY, BPAXOBYE 0COONUBOCTI
onepayitinoi, ginancosoi OianbHocmi NIONPUEMCME MOP2iGNi Mma 308HiIWHLO20 (DiHAH-
€08020 cepedosua QYHKYIOHY8AHHS NIONPUEMCME MOP2i6ii 8 YKpaiHi.

Kniouosi cnosa: cTpykTypa KamiTanay, MIANPHEMCTBO TOPTiBII, I[IHHICHO-OPIEHTO-
BaHE YNpaBiHHs, 30a1aHcoBaHnil (piHAaHCOBUH PO3BUTOK.
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LEADGENERATION AS A PART OF THE
CUSTOMER ORIENTATION OF A BANK

The essence, attributes and approaches for implementation of client-oriented approach
at banking institutions were examined. The state of client orientation of Ukrainian banks
was investigated and main tendencies of its development were revealed. The essence of
definition "banking lead generation" was determinated, it’s meaning for bank client
orientation achievement, phases and trends of its implementation have been substantiated.

Keywords: client orientation, lead, banking lead generation, lead management,
CRM-system, Internet Technologies (IT), Social Networks.

Macnosa H. Jludozenepauyus Kaxk coCmasinaiowias KiueHmMoopUeHmMUposaHHOCMU
oanka. Paccmompena cyuHOCMb, NPU3HAKU U HOOXO0ObL K GHEOPEHUIO KIUCHMOOPUECH-
MUPOBAHHO20 NOOX00A 8 OAHKOBCKUX yupedcoenusx. Hccnedosano cocmosiHue Kiuenmo-
OPUEHMUPOBAHHOCMU BAHKO8 YKPAUHbL U bISGIIEHHbIE OCHOBHbIE MEHOCHYUU ee PA3GUIMUSL.
Onpedenena cywnocms Oepunuyuu "6anxosckasn audocenepayus’, ee sHaueHue 0asa 00C-
MUNCEHUsL KIUSHMOOPUCHMUPOBAHHOCMU BAHKA, 0OO0CHOBANBILILL IMANDLL U HANPAGILCHUSL ee
peanuzayuu.

Knioueevie cnoea: KIMEHTOOPHUEHTHPOBAHHOCTb, JIMJI, OAHKOBCKas JIMIOTCHEpaIys,
ynpasienue nuaamu, CRM-cucrema, HHTEpHET-TEXHOJIOTHHU, COLIMATIbHbIE CETH.

Background. Today in banking activity all over the world the base of
communication ideology is client orientation, that is caused by inability of
commercial success achievement without creation of full value dialogue
with clients. On the one hand the base of client-oriented approach contains
processes of informing, searching, attracting, keeping and "growing" it’s
own clients, on the other hand, monitoring and evaluation of their
profitability, riskiness, prospects, that requires from bank substantial
updating, and sometimes even important corrections in managing system.

Taking into consideration modern powerful development of infor-
mation technologies and absence of scientific approaches to putting the
process of bank client generation on new quality level, special actuality
acquires the issue of finding tools for forming bank client constant stream
thought gradual transformation of interested individuals into real consumers
of banking services.

Analysis of latest publications. Necessity of creation the adjusted
bank intercommunication system with existing and potential clients was
viewed as key factor in building client-oriented approach in many scientific
works. Managing of banking client base on segmentation studied by:
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N. Chyzhiv [1], V. Fedirko [2], V. Shymkovych, V. Vykulov; implemen-
tation of CMR-technologies in a banking sphere — E. Soldatova [3], A. Ko-
zyrev, S. Kubiv, M. Romanova, O. Khrystophorova [4]; developing methods
of evaluating clients and analyzing bank client base — N. Shulga [5],
D. Haidunko, I. Parasii-Vergunenko; separate aspects of implementation of
client-oriented approach into banks —T. Leonovych [6], N. Maslova, E. He-
rasymova [7], E. Neretyna, E.Berdyna [8], I. Semencha [9], A. Chelenkov,
T. Sonina [10]; development of approaches to formation of banking client-
oriented products and technologies — L. Suhodoleva, A. Mudrak [11],
A. Ehorov, O. Zverev, A. Nesterenko [12]. Also, the process of constant
formation of stream of potential clients and their transformation into real
banking clients wasn’t clarified in scientific works that caused necessity of
given research.

The purpose of this article is theoretical-practical grounding of the
essence and meaning of lead generation process as obligatory part of client
orientated banking.

Results. Theoretical studies of questions of company’s client-
orientation permitted to make a conclusion that this term, that shows a key
place of client’s interest in priority system of establishment and owners of
business and helps to increase their loyalty and stability of client base.

Implementation of client-oriented approach is possible in terms of
developing an effective client-oriented strategy, which is an aggregate of
perspective goals and the most effective methods of reaching them, that
enables to get competitive advantages by attracting the client into business
processes of a bank and forming individual good’s offers [10, p. 118].
Numeral researches proved that modern bank’s efficiency straightly
depends on a level of it’s client-orientation that first of all is determined by
the level of accordance of banking services offers to client demands [11],
potential of growing and stability of their client base [2], developing client
communication technologies [7], and also their capability to compete with
other banking and nonbanking institutes on the financial services market.

Summarizing results of theoretical research [1-10] and basing on
studying practical experience of foreign banking establishments enabled to
determine, that major attributes of bank client-orientation are:

e availability of detailed market segmentation and methodologies for
assessing the economic attractiveness of risks and the perspective of the
bank's clients;

e development of bank’s customer policy in general and it’s segmen-
tation considering major clients (or businesses);

e availability of monitoring methods and evaluating the quality of
bank’s client base, taking into account the development of key performance
indicators, standards and "anxiety" indicators to manage it;
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¢ implementation of the system of call-centers and self-service centers
(with 24/7 schedule);

e full-scale introduction of CRM-system and it’s integration with call-
centers;

e availability of personal manager system (including all-purpose)
managers for corporate and personal service;

e claborating quantitative and qualitative standards of banking service;

e realization of the variety of tools for remote communication with
clients (phone, IVR, e-mail, regular mail, Skype, ICQ, Web-chat, SMS, fax,
contact over social networks ect.);

e creating client-oriented products for mass and personal use and nume-
rical range of additional products and services for their comfortable use;

e availability of a full range of remote services for clients ;

¢ implementation innovation programs and programs that let integrate
banking services with other services of financial institutions and non-
financial companies;

e cooperation with mass media and inform-consulting agencies,
providers, creating groups in social networks;

e taking part and initiating informational and educational events for
creation of financial literacy and consumer awareness about the features and
benefits of banking services.

The domestic banking institutes started a systematic activity to imple-
ment a client-oriented approach only after financial crisis of 2008-2009,
also, really significant "breakthrough" in this area have several systemic
retail banks (about 8 %). It should be noted that these banks have imple-
mented CRM-system [13], without which managers have no other modern
tools for customer relationship management. Other banking institutes only
declare an implementation of client-oriented approach, that mostly reflects
on making some changes to a corporate culture. The most active banks in
Ukraine that implement it are Pryvat Bank, Ukrsotsbank, Platynum Bank,
Alfa Bank, PUMB, Delta Bank (table 1).

Thus, the domestic banking industry only begins the implementation
of a client-oriented approach. This requires from them the unity of thought
and action at all levels and awareness of depending of their strategic goals
achievement on focusing activities on the interests and needs of customers.

Conducted theoretical study showed that a large number of resear-
chers [2; 3; 6-8; 10; 12], which studied issues of customer-oriented bank
mostly considered the creation of an information field to prospective clients
and forming long-term relationships with existing customers (including their
"life cycle" and usefulness to the bank). However, the bank's algorithm for
phase of transformation of the interested person into a potential customer
has almost never been studied in any research. Interest in this aspect of the
bank was shown only now that was caused by the avalanche growth of
information technology, because the work of identifying consumer needs
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and desires is only possible with the development of information society and
the use of modern information channels (Internet technologies, etc.). Thus,
the basis for implementation of a client-oriented approach in the bank is a
process of continuous client flow formation and converting them into actual
customers of the bank, which in the practice of foreign companies is known
as "leadgeneration".

Table 1
Domestic banks that actively use client-oriented approach in 2013
Presents of a manager I_’resenpe Availability .
Banks in social . Innovations
all-range personal of remote service
networks
Facebook | Pryvat 24; QR-code;
Vkontakte | Pryvat Mobile; sale of tickets to
LigPay; football matches and
Pryvat- SMS-banking; package tours;
- v Cash mashines; Personal Processing
bank .
Self-service Center
terminals providing cards —
electronic  passports
for all clients
"Platinum Click"; " Simple Card";
Platinum Facebook | "Client-Bank"; "iIFOBS";
Bank - - "Internat Banking" | Vasriety of programs
for loyal clients
"My Alfa-Bank"; Internet acquiring;
Alfa Internet acquiring; Team of
Bank - v Facebook | Cash Machlne "ambassadors"
operations;
Contact centre
Contact centre; Program of financial
Cash Machine protection GAP
Facebook Lo
UniCredit . , VKontakie operations; . (Guarapteed Asset
Bank Odnoklas- Internet Bapklng; Protgctlon)
niki.ru SMS-Banking; Multibrand bonus
’ Direct Debit; card U-card
payments
"PIB-Mobile"; Service package
PUMB 3 v Facebook, Intemet—Banking; ”.ID-All in one";
VKontakte | PC-Banking; tickers
tickers
Contact centre Creative site (money
Facebook, | Cash Machine convector);
VKontakte | operations; Online-loans
Delta v . " .
Bank - Internet Bapkmg, Delta-loans";
SMS-Banking; Co-brand card Delta-
Online-loans; Portmone.com
payments

Developed by the author to the research of domestic banks sites.

Term lead (from Eng. Lead-aiming), comes from the West, where it
denotes a contact for potential sale that contains the coordinates of the client [14].
In the Ukrainian language closest to "Lead" is the term "application",
"hook", "aiming" and "interest".
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Lead is an intermediate stage between an interested person and
a customer of a company in the process of selling goods and services ("pur-
chase funnel"). Concept Purchase Funnel, which describes the psychology
of the consumer, was offered in 1898, it was developed by the American
Attorney Elias St. Elmo Lewis. In 1926, William Townsend of Bond
Salesmanship associated initial concept Purchase Funnel with a concept of
AIDA (Awareness, Interest, Desire and Action). Since then, the "purchase
funnel" has received many similar titles (Sales Pipeline, Sales Funnel,
Customer Funnel, Marketing Funnel) and has become one of the basic and
most brilliant metaphor of Marketing [15].

Therefore, lead in banking is considered to be a person who has
expressed an interest in banking and left contact details (or the bank's
website, or call- center worker, etc.) that is identified by the bank. The main
value of Lead is that a person who only intends to take advantage of the
services of the bank, through identification may already be included in the
database of potential customers with a view to carrying out a thorough job
of it "growing" to customers. From this perspective, bank client orientation
turns to create the conditions for the formation of a continuous lead stream
(generation) and management with a view to turning them into a real, and
with time into loyal clients of a bank.

Given the specifics of banking, we can determine the definition of
"bank lead generation" as a strategy for the use of different communication
channels and customer support systems to generate predictable and
identifiable stream of interested people (leads), ready to the process of
buying bank services.

Implementation of customer-oriented management strategy — is not
only a function of one single unit (lead management), but a basis for the
transformation of all business processes and an integral part of corporate
culture.

Lead generation process of a client-oriented bank process can be
represented as follows (figure).

As can be seen from the figure, the lead generation cycle includes
4 important business processes: lead generation (marketing and branding
programs to increase consumer interest), the lead management (lead
classification, lead "growing", lead transfer to sales departments), training
and sales (primary) of banking products, implementation of repeat sales
(working with real clients to increase their loyalty and commitment to the
bank). As a result of all phases of the process happens "evolution" of the
interested person concerned into a loyal customer of the bank. Particularly
"dangerous" is the stage of lead management, since imperfect job of keeping
the bank almost ready to communicate potential customers is the reason for
the shortfall of the projected "customer flow" of the bank.
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Figure. The process of lead generation of client-oriented bank
Developed by the author on the basis of conducted research.

At present, at Western Marketing School lead generation technologies
are widespread as they can significantly reduce the risks in sales, making
them predictable. Demand from companies spawned offer among marketers
and today abroad there is a large number of institutions generating leads
both online and offline [14].

Despite the widespread use of these processes overseas online lead
technology in Ukraine are just beginning their development. To date, there
are few domestic companies that provide professional services for lead
generation and sale online. Practical Application of lead generation
technology in the activity of Russian banks has been going on for nearly
7 years, requiring a careful study of their experience by domestic banks.

Analysis of the Russian banking lead generation experience of the
period of 2007-2012 [16] shows that if in the period 2007-2010 only banks
and mortgage brokers ordered leads (in 2009-2011 they reduced their
activity), in 2011International Financial Organizations joined them. Lead
suppliers are also expanding: in 2007-2010, the suppliers were only lead
providers and credit operators, in 2011 partner networks joined them, and in
2012 — mortgage brokers. This is naturally reflected in the results: the
dynamics of leads growth is pretty impressive — in 2007 there were only
0.6 million, in 2008 — 0.9 million (1.5 times more), in 2009 — 1.5 million
(2.5 times more than in 2007), 2010 — 3.1 million (5.2 times), in 2011 —
5 million (8.3 times), and in 2012 the leads number reaches 10 million,
almost 17 times more than in 2007.
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Most suitable for the lead generation practice Russian experts define
bank loan products. However, based on studies [15], compared with Russia,
demand for loan products in Ukraine is 6 times less (1 million queries
against 6 million requests in May 2013). Given that Russia's population is
3 times higher than in Ukraine (143 million people to 48 million people),
the intensity of the domestic demand for loan products is by half lower.
However, growth in the interest of domestic consumers in the current
consumer finance is expected with the development of the Internet as a channel
of credit sales.

The main lead generation channels in the web for bank Russian
colleagues define:

e Lead providers (agencies and thematic platforms offering special
promotional campaigns, paid per completed application for credit
products in the customer's site);

e Loan brokers and operators (companies that collect applications for
loans and sell them at the same time to several banks);

e Partner networks (intermediaries between small thematic platforms
and lead customers who buy traffic from webmaster and resell it to
the bank);

¢ Social networks and search engines [16].

Due to the lack of infrastructure in Ukraine of lead sales by
professional agencies and intermediaries Financial Institutions paid attention
recently to the organization of work with potential customers through social
networks.

Today ways of communication of banks in social networks are rapidly
becoming popular. The most popular among them are Facebook, Vkontakte,
Twitter, and search engines and other services, including Google+,
YouTube, Livejournal, LinkedIn, Foursquare, Slideshare and others. This
method is quite effective in the current environment for raising awareness
and establishing customer feedback from.

The results of the research activity of Ukrainian banks in social
networks are presented in table 2.

The certain "breakthrough" in lead-generation technologies intro-
duction in Ukraine was "Delta Credit" portal, which was created on the
21% of October 2013 by PJSC "Delta Bank", via it the range of the services
for the partners was supplied within the credit cooperation frames in the
internet-shops. 40 internet-shops of Ukraine have joined it, and the appli-
cations of the real and potential clients increase [18].

The effectiveness of the relationships creation with every potential
client (lead) depends on the marketing strategy [19]. Taking into account the
client-oriented approach there are certain differences in clients involvement
work planning in the context of the lead-generation technologies
implementation and the traditional methods of communication with the
clients in a bank (table 3).
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Table 2

Results of the research of Ukrainian bank activities in social networks in 2013

Bank

Social
network,
conference

Number of
participants

Pattern of activity

Privat
Bank

VKontakte

89248

Creation of 5 new groups, where the infor-
mation exchange between the participants and
on-line communication are realised; news
layout about new bank products and so on

Facebook

54414

On-line communication support, information
layout about bank activity

PrivatBank-
Skype

Unstated

Realisation of the operative communication and
on-line communication with bank specialists

UniCredit
Bank

Facebook

6426

News layout about bank activity, video-
reports of the events and routs; on-line commu-
nication support; bank products discussion

VKontakte

179945

Groups creation, where the information
exchange between the participants and on-line
communication are realised, news layout
about new bank products; providing the offers
with valuable prizes drawing

Odnoklas-
niki.ru

4756

News about bank events and routs, photo-,
video-reports

PUMB

Facebook

28001

Official website, where there are the news
about bank activity, services advertisement
and videos of the outstanding events with the
possibility of their discussion

Twitter

6637

Placement of the financial online-guide,
which informs about the main bank news,
gives the financial advices and bank services
information, makes the prizes drawing

Delta
Bank

Facebook

28701

Highlighting the bank mission and business-
plan, organisation of the discussion of the main
news in the financial sphere, presentation of
the bank events and routs photo-reports

Twitter

192

On-line consultant, which is connected with
the clients in 24/7 regime, creation of the
official bank forum, where the most important
bank events are discussed

Alfa Bank

Facebook

7224

The bank potential clients forum is made, new
bank products information is represented

VTB

Facebook

4142

Providing the contests, special offers,
discussion of the main events in the bank
"life", presentation of the photo-reports about
bank activity

VAB Bank

Facebook

3533

News about bank activity, events and routs
video-reports; new bank products discussion

Developed by the author according to the Prostobankir website data [17].
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As we can see from the table, for the realisation of the lead-generation
technologies within the client-oriented approach frames a bank should use
the whole technological opportunities range, divided into three main
directions. So, in the process of realisation of the outbound marketing
methods a bank attracts the audience attention, forms its image and brand
awareness (brand). This task is in the best way solved with the help of the
traditional marketing activity (advertisement in the mass media, outer
adverts, direct mailout and large events and so on). The main task at this
stage 1is not a sale, but interest formation to the bank as to the reliable and
well-known establishment.

Table 3

The most effective offered lead-generation technologies in the bank activity

Directions Methods, tactics

Outbound marketing | Public-relations events (bank popularization in Mass Media,
(outbound) sponsorship, patronage, charity etc.).

Branding.

Advert companies — outer and context advertisement, E-mails.
Event-marketing: seminars, conferences, bank technologies

exhibitions

Inbound marketing Content-marketing.

(inbound) Marketing in the social networks.
Forums.

Bank site optimisation, "growing" sites,
SEO (search advancement)
Personal marketing Personal meetings, personal management

Is developed by the author on the conducted researches basis.

The aim of the second direction realisation — inbound marketing is to
conquer the consumer trust, who gave the permission for identification (as
a lead). This process begins with the attraction of the attention and turns to
the dialogue, which should be profitable for him. The main channels for
consolidation of the relations between a bank and a client are social
networks, own website with the whole support and feedback range that
forms the knowledge, loyalty and favour to the bank and its products. This
very stage helps to transform the lead into the real bank client or "to cut" the
process of the lead-generation with the potential client loose.

The third stage — personal marketing — provides the consideration of
the individual marketing concept, which ideas lay in efforts concentration
on the sales increase for existing clients, but not in new ones search, because
a new client involving costs a company six times more expensive than the
organisation of the resales for the existing client, and unsatisfied clients
return — 25 times more expensive [18]. This stage is necessary for transfor-
mation of the one-time client into constant one, which later transforms into
the loyal client or even into the bank partner.
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Conclusion. As a result of the conducted theoretical researches it is
proved that the client-oriented approach introduction is the urgent necessity
for the modern bank successful existence, as clients are the main value of
any company. It is substantiated that reaching the certain level of client-
orientation is impossible without: properly elaborated client policy; detailed
client segmentation; client attractiveness monitoring and appraisal and client
base analysis; CRM-systems implementation; creation of the client service
quality management systems and their program-informational support;
formation of the full client-oriented products and services range for their
comfortable usage; development of the clients informing, search, "tender"
identification, "growing", involving and maintenance processes.

The process imperfection of the constant generation of the interested
persons stream with their gradual transformation into loyal bank adherents
(i. e. lead-generation) is the main hindrance for the client-oriented approach
implementation in the national banks, which is due to the insufficient
internet-technologies opportunities usage, the low level of the CRM-systems
and other client services introduction.

The notion "bank lead-generation" is defined as a strategy of the
various communication channels and clients supply systems usage for the
generation of the interested and identified persons (leads) expected stream,
which are ready to buy the bank services.

The scheme of the lead-generation process for the client-oriented bank
has been offered, the realisation of which is possible on conditions of the
gradual development of the lead-providers, credit operators and brokers
internet services market, the partner networks and also the bank integration
into social and search networks. It is proved, that success of the lead-
generation process will depend directly on the proper marketing strategy,
which allows to use the whole technological range of the bank
opportunities, divided into three main directions of the marketing efforts
(outbound marketing, inbound marketing and individual marketing).

The following researches will be dedicated to the problems of the
bank lead-management system formation and also the development of its
organisational-informational and methodological supply.

REFERENCES

1. Chizhov N. A. Upravlenie klientskoj bazoj banka : prakt. posobie /
N. A. Chizhov. — M. : Al'fa-Press, 2007. — 284 s.

2. Fedirko V. Vzajemozv’jazok ekonomichnyh kategorij u ramkah klijentoorijento-
vanogo marketyngovogo pidhodu v bankah / V. Fedirko // Problemy i
perspektyvy rozvytku bankivs'koi' systemy Ukrai'ny : zb. nauk. prac'. —
Sumy : UABS NBU, 2007. — Vyp. 22. — S. 142-147.

3. Soldatova E. V. Processnyj podhod k upravleniju klientoorientirovannym
kommercheskim bankom / E. V. Soldatova [Elektronnij resurs]. — Rezhim
dostupu : http://be5.biz/ekonomikal/r2009/2845 .htm.

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 93




ENTERPRISE

4,

10.

11.

12.

13.

14.

15.

16.

17.

18.

94

Hrystoforova O. M. Marketyng partners'’kyh vidnosyn u systemi upravlinnja
klijents'koju bazoju banku / O. M. Hrystoforova // Visnyk NBU. — 2008. —
Ne 8. —S. 41-43.

. Shul'ga N. P. Metodychni pidhody do ocinky ekonomichnogo statusu klijentiv

banku / N. P. Shul'ga // Problemy i perspektyvy rozvytku bankivs'koi' systemy
Ukrai'ny : zb. nauk. prac'. — Sumy : UABS NBU, 2009. — Vyp. 26. —
S. 162-168.

. Leonovych T. Klyentooryentyrovannaja strategyja banka / T. Leonovych //

Bank. vesn. — 2005. — Ne 22. — S. 31-36.

Podoprigora V. G. Konkurentosposobnost' biznesa na osnove klientoorienti-
rovannogo podhoda (na primere bankovskogo sektora) / V. G. Podoprigora,
E. A. Gerasimova // Problemy sovremennoj jekonomiki. — 2012, — Ne 3. —
Rezhim dostupu : http://cyberleninka.ru/article/n/konkurentosposobnost-biznesa-na-
osnove-klientoorientirovannogo-podhoda-na-primere-bankovskogo-sektora.

. Berdyna E. S. Osnovni polozhennja j elementy klijentoorijentovanoi' strategii'

banku / E. S. Berdyna // Fynansi y kredyt. — 2007. — Ne 15. — C. 13-16.
Semencha I. Je. Suchasnyj stan formuvannja klijents'kyh sluzhb v bankah
Ukrai'ny: problemy ta perspektyvy rozvytku / I. Je. Semencha // Finansovo-
kredytna dijal'ist": problemy teorii' ta praktyky : zb. nauk. prac'. — 2009. —
Ne 2(7). — S. 26-32.

Chelenkov A. Klientoorientirovannyj podhod v marketinge vzaimootnoshenij /
A.Chelenkov, T. Sonina // Marketing. — 2012. — Ne 1 (122). — S. 115-125.
Suhodoeva L. F. Bankovskij i kreditnyj produkt kak innovacionnyj termin,
fokusirujushhij klientoorientirovannyj podhod k ego jekonomicheskomu
soderzhaniju / L. F. Suhodoeva, A. A. Mudrak // Kreativnaja jekonomika. —
2011. — Ne 3 (51). — S. 133-138.

Zverev O. A. Innovacionnye tehnologii v roznichnom bankovskom biznese :
monografija / O. A. Zverev, A. V. Nesterenko ; pod obshh. red. A. Ju. Ego-
rova, M. V. Konotopova. — M. : Paleotip, 2008. — 164 s.

Funkcional'nost' kontaktnogo centra v sisteme bankovskih distancionnyh
uslug [Elektronnij resurs]. — Rezhim dostupu : http://cca.org.ua.

Svobodnyj slovar' terminov, ponjatij i opredelenij po jekonomike, finansam i
biznesu [Elektronnij resurs]. — Rezhim dostupu : http://termin.bposd.ru/
publ/13-1-0-28574.

Glavnyj biznes-instrument — voronka prodazh [Elektronnij resurs]. — Rezhim
dostupu : http://zillion.net/ru/blog/234/glavnyi-biznies-instrumient-voronka-
prodazh.

Lidogeneracija v Rossii, 7 let uspeshnogo razvitija [Elektronnij resurs]. —
Rezhim dostupu : http://www.bank-online.com.ua/resources/ productsonline2013/
4.Sales Leads.pdf.

Najbil'sh populjarnyj bank u social'nyh merezhah [Elektronnyj resurs]. —
Rezhym dostupu : http://www.prostobankir.com.ua/marketing reklama pr/
novosti.

Pershyj v Ukrai'ni portal on-lajn kredytytuvannja [Elektronnyj resurs]. —
Rezhym dostupu : http://blog.web100.biz/pervyj-v-ukraine-b2b-portal-po-
onlajn-kreditovaniyu.

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6




ENTERPRISE

19. Jurchak A. V. Kak uskorit razvitie kontent-marketinga v B-2-B /
A. V. Jurchak // Promyshlennyj i b2b marketing. — 2012. — Ne 3. — S. 56-64. —
Rezhim dostupu : http://grebennikon.ru/article-hnop.html.

Articles submitted to editors office of 04.11.2013.

Macnosa H. Jlidozenepayin ak cknadoea Kii€eHmMoopicHmosanocmi 6anky.

Ilocmanoska npoonemu. Y OankiecoKiil OialbHOCMI 8 YCbOMY C8iMi OCHOBO00
i0eonoeii Cniniky8aHHs € KIIEHMOOPIEHMOBAHICb, WO Nepeddauac CmeopeHHs NOBHOYIH-
HO20 Oianocy 3 KIiEHmamu I3 3ACMOCY8AHHAM YCIX MEXHIYHUX MONCIUGOCMell OAHKY.
Ocobnugy axkmyanvricmb HAOYEAE NUMAHHA WOOO IHCMPYMEHMApPIlo  CMEOPEHH s
NOCMIUHO20 NOMOKY KIIEHMI8 OAHKI6 WIAXOM NOCMYno8oi mpancgopmayii 3ayikaenenux
0Ci0 y peanbHuxX CROAHCUBAYAX OAHKIBCLKUX NOCTYe.

Memoio cmammi € meopemuxko-npakmuune 00IpYHmMy8anHs Cymnocmi ma 3Ha4eHHs
npoyecy nidoeenepayii ax 0008’ A3K0801 CK1A0080I KIIEHMOOPIEHMOBAHOCII OAHKY.

Pe3ynomamu oocnioncennsn. /losederno, wo epexmugnicms OIAIbLHOCHI CYYACHO20
banxy 0e3nocepeoHvo 3anexcumv 6i0 cmyneHs U020 KIIECHMOOPIEHMOBAHOCMI, AKA
BUSHAYAEMBCS HAABHICMIO: PO3POONEHOI KIIEHMCLKOL NOMIMUKU, TPYHIMOBHOI ceeMeHmayii
KAIEHMIB, MOHIMOPUHZY MA OYIHIOBAHHS NPUBAOIUGOCMI KIIEHMIB, A MAKONC SIKOCHI
Kaienmcokoi 6asu,; enpogadicenns CRM-cucmem; cmeopents cucmem ynpaguinHa AKicmio
00CY208y8anHs KNIEHMI6 ma il npoepamMHo-ingopmayitinoi niompumku,; GopmyeanHs nos-
HOYIHHO20 acopmumeHmy KIiEHMOOPIEHMOBAHUX NPOOYKIMIE ma cepsicié 0s ix komgpopm-
HO20 CHOJNCUBAHHA, HANASOONCEHHS Npoyecy iHQOpMYy8anHs, NowykKy, idenmugixayii,
"eupowyysanna", 3anyueHHs ma YmpumManHa KiieHmie (nioocenepayii).

Busnaueno, wo bankiscvka nidocenepayia — ye cmpamezis 8UKOPUCTNAHHA DIZHUX
KAHANi8 KOMYHIKAYIU i cucmem cynposooy KiEHmis Oiisl 2enepayii npoeHo306aH020 NOMOKY
3ayixagneHux ma i0eHmudikoganux ocio (1idig), 20mosux 00 Kynigii OAHKIBCbKUX NOCLY2.
3anpononosano cxemy npoyecy nidozenepayii Kni€eHMOOPIEHMOBAH020 OAHKY, AKA CKId-
daemubcs 3 Yomupbox Oi3Hec-npoyecie (2emepayia aidie, YpaguiHHa aidamu, 30iUCHEHHA
NEPEUHHO20 NPooaxicy OAHKIBCLKUX NPOOYKMIE, peanizayis nosmopuux npoodaxcis). JJoc-
JIOJHCEeHHs KIIEHMOOPIEHMOBaHOCMI OaHKI6 YKpainu 6usasuio npakmuuny 6i0CymHicmo
3anpPoBAONCEHUX HUMU MEXHON02Il 1ido2eHepayii Ha GIOMIHY 6i0 NPAKMUKU POCIUCHKUX
banxie. Busnaueno, wjo peanizayia yb0o2o npoyecy MOMCIUBA 3A YMOBU NOCHYNOBOZO
PO3BUMKY PUHKY [THMEPHEeM-NOCIye Ai00Npos8atioepis ma iHWUX NOCepeoruKie, a marKooic
iHmeepayii 6aHKi8 y CoOYianbHi Mepedici, NOWYKO8I cucmemu ma iHuli IHMepHem-cepsicu.
Jlosedeno, wo ycniwmicms npoyecy ni0o2eHepayii Hanpsimy 3aiedcumsv 6i0 36aiCeHOl
MapKemuHzo60i cmpamezii, AKa 6KNI0YAE NOGHUL MEXHONIOLINHUL CNEeKMpP MOJNCIUGOCMel
8UXIOHO020, 8XIOH020 MA IHOUBIOYAILHO20 MAPKEMUH2Y OAHKY.

Bucnoexu. Posxpumo cymuicmo deiniyii "0anxiscoka nidocenepayisn”, it 3Hauenms
01 00CACHEHHS KIIEHMOOPIEHMOBAHOCMI OAHKY, OOIPYHMOBAHO emanu ma HAnpamu ii
peanizayii.

Knwuoei cnoea: KIIEHTOOPIEHTOBAHICTh, IiNl, OaHKIBCHKA IIiIOTEHEpaIlis,
ynpasiiaas jgigamu, CRM-cucreMa, iHTEpHET-TEXHOJIOTI1, COLIaJIbHI MEPEKi.
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The essence and the role of social partnership in establishing the socially
responsible model of business in the sphere of trade is studied. Partners evaluation tools
for the social projects implementation are suggested, the indicators and the criteria of the
social partners evaluation are defined. The capacities for the partners’ participation in the
projects on the basis of their reputation are argued.
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Kykosckaa B., Muxonaiuyxk H. Ouyenusanue couuanibHbIX NAPMHEPOS
npeonpuamua mopzoéau. Paccmompenul cyuHocms u poib COYUanbHo20 NApMHEPCmea 6
YCMAHOBAEHUU COYUATLHO OMBEMCMEEHHOU Mooenu Ousneca 6 mopeoeéne. Ilpednodcen
UHCMPYMEHMApULl OYeHUBaHUsi NApmMHepos Ol peanus3ayult COYUANbHLIX NPOEKMOos,
onpedenenvl nOKA3amenu U Kpumepuu OYenKu coyuanvHvlx napmuepos. Ob6ocHo8ambl
B03MOJICHOCIU YUACMUSA NAPMHEPOS 8 COYUANLHBIX NPOEKMAX HA OCHOBE UX PENymAayui.

Knwuesvie cnosa: counuanbHOe MAPTHEPCTBO, COLMANBHAS OTBETCTBEHHOCTh
Ou3Heca, COIMAIbHBIC TAPTHEPBI, KPUTEPUHU OIICHKH COIMAILHOTO MapTHEPa, COIHATBHBII
IIPOEKT.

Background. The problems of Ukraine’s social partnership
development draws more and more attention from the representatives of
different social layers as the experience of the developed countries in
Europe proves the necessity of bringing up the civil behavior emergence for
all influence groups representatives. Within the current version of the social
and economic development strategies, known as "Ukraine-2015: the
national strategy of development" [1], a string of statements is dedicated to
increasing the quality of human capital where the role of transnational
partnership of state and business in providing the economics with the
knowledge, labour market modernization by means of creating new work
places and labour resources mobility is emphasized.

With the globalization and the EU integration in the first place, the
key role in developing and implementing the social partnership belongs to
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the sphere of trade. Constant partnership potential growth encourages decent
supply with the high quality goods for the consumers, eco-cultural values in
the various amenities consumption by the society. Taking into account the
fact that today’s trade enterprises operate within the framework of dynamic
competitive environment, the major goal for them is to resolve the issue of
providing the up-to-date knowledge for the generation, combining and
approving of the targets of their development with the state’s and society’s
interests including the mechanisms of business social responsibility (BSR),
which will itself minimize the transaction costs, bring up fair labour
remuneration and the positive cooperation consistency. The trade enterprises
functioning in Ukraine are not aware of their role within the responsibility
for the state’s social development, nor do they account for their strategic
interest, both of which lead to the necessity of their cooperation with both
governmental and non-governmental institutions and organizations to solve
different social problems at multiple levels. Taking into account the above-
mentioned, the importance of the theoretical and methodological tools
development in reference to the forming and supporting the social
partnership mechanism efficiency is actualized, the partnership criteria and
the conditions of partnership potential implementation for the trade business
responsibility increase are defined.

Latest research and publications analysis. The issue of business’s
social responsibility as of an efficient tool of the social partnership, the
methodological bases of the business participants’ socially-oriented behavior
model establishment are studied by A. Apopii, S. Bai, A. Mazaraki,
K. Guturiak, A. Dovhal, O. Hrishnova, A. Kolosok, A. Kolot, S. Korol,
Ye. Levytska, A. Carrol, K. Davis, R. Brandshetter [2—-14] and others. The
mechanism of social partnership system functioning in Ukraine is procured
by the Laws of Ukraine "On the social dialogue in Ukraine", "On the
employers’ organizations", "On the collective agreements and treaties", "On
the algorithm of resolving collective labour arguments (conflicts)", and also
by the regulations of the conventions and the recommendations provided by
ILO (International Labour Organization), international ISO 26000 standards,
Global Reporting Initiative, AA 1000, SA8000. Nevertheless, it is the
analysis and the definition of the interaction mechanism and the trade
enterprises partners’ attraction assessment methods in implementing the
social projects which require significant development.

The aim of the article is to substantiate the methodological tools of
trade enterprises social partners’ selection for the implementation of the
socially-oriented projects.

Results. According the scientists’ definition, the social partnership is
the unity of the legal contact forms and collective negotiations between the
authorized parties which represent the employers and the employees [6—8].
Resulting from the social partnership principles, the partnership potential is
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thus considered in the article [11] as an internal ability of an enterprise (its
resource ability and the management system) to accumulate (even
artificially create) the internal and the external influence which results in the
quantitative and the qualitative changes bearing the synergetic character.

The current tendency in developing the socially responsible industrial
environment in Ukraine is the implementation of the socially-oriented
projects which must equally account for the interests and abilities of the
social partners, for instance, state and local authorities, shareholders, finan-
cial establishments, business partners, mass media and rating agencies, civil
organizations (also associations), educational institutions and consumers.
Consolidating the efforts of social partners within the projects will provide
the businesses’ social responsibility principles implementation, social and
labour relations regulations. It will also encourage the resolving of the top
social and economic issues of the trade enterprises activity and the society.

Researching the practice of the social projects implementation in
Ukraine has shown that the majority of its participants lack in the common
view of the partnership’s concept whilst the majority of the partner-type
projects are unstable and even short-term as the result of the influence of
many barriers in the process of their implementation. One of the reasons for
that is the absence of the practical tools of providing the enterprises with the
ability for the efficient implementation of their potential within the projects
of the social partnership. Within the framework of "Development of the
national agenda with CSR (Corporate Social Responsibility)" which is
supported by UNITER, PACT, Corporate Social Responsibility Deve-
lopment Centre, the recommendations on establishing the partnership have
been formulated [15]. The authors of these recommendations study the
practical tools for establishing partnership within the unity of the following
constituent issues: the process of creating and developing the partnership
between different organizations, the rules of selecting partners, the factors
of the partnership success, the peculiarities of different partnership groups
(civil organizations, universities, media, state authorities). The authors give
practical advice on the monitoring and the assessment of the partnership
projects aiming at defining their efficiency and influence on the needs of the
target audience.

The initiative of the socially responsible trade (Business Social
Compliance Initiative) has been developed on the basis of the UN Global
Compact. Its goal is to spawn the steady improvement of the social partners’
activity on the grounds of monitoring the development of the trade enterp-
rises social responsibility. BSCI is focused on the incessant facilitation of
the enterprises social activity and establishing the advanced methods of
administration into their current performance. This system is based on the
Code of behavior which has to be followed by all the undersigned. In its
turn, the BSCI’s Code of behavior is based on the regulations of the UN
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Universal Declaration of Human Rights, UN Convention on the Rights of
the Child and the Convention on the Elimination of all Forms of
Discrimination against Women, UN Global Compact, and OECD
Recommendations for multinational enterprises and other internationally-
recognized treaties in this industry [16].

The trade business of Ukraine today is interested in the social stability
and in the economic growth of its market share and the supply facilities.
This interest implies the necessity for the Ukrainian trade enterprises to
admit and acknowledge the manifold social obligations and comply with the
international requirements on conducting the ecological auditing of the
projects and complying with the business of ethics. At the same time the
non-transparent business schemes involving the participation of certain local
authorities do complicate the implementation of this challenge. The issue
especially concerns the financial resources assigned for the local commu-
nities’ development which, as the result of the corruption activities, can turn
up in an international bank instead of being used for the local purchase and
for the local economy enhancement facilitation. Long-term stability for the
trade enterprises also significantly relies on the principles of free and honest
competition within the industry [15].

Establishing the efficient mechanism for the interaction of the trade
enterprises, social partners in Ukraine must start from the methods of
distinguishing and accounting for the interests of all the parties. For its
consistent implementation it is vitally important that the potential partners
be guided by the social interests, realize their differentiation, acknowledge
the need in one another and be ready for the constructive negotiations.
According to A. Kolot, for the efficient cooperation between the social
partners, for the bringing up of the most favourable conditions aiming at
procuring the steady social dynamic, it is important to aspire for the
practical implementation of the equal common social responsibility which
will in its generalized mode be relevantly called consolidated. Consolidated
responsibility is much higher and steadier under the absolute concordance of
the social partners’ interests, under their performance agreement and their
equal contribution into the mutual responsibility [9].

The basic challenge of the social diagnostics of trade enterprises as of
social partners is the compliance with the social responsibility standards,
ecological and ethical management etc. Today’s trade enterprises performa-
nce being focused on social partnership relies on communicating with the
representatives of various groups concerned, hence, it is absolutely im-
portant to define and assess the reputational characteristics of participant
partners in the process of developing and implementing different state
industrial socially oriented projects. Considering the presented ideas, the
following scheme for the assessment process of the social partners’
participation potential within a project is suggested (figure 1).
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Forming the social project goals on the principles

of partnership
Forming the requirements o Assessing the enterprise’s P Assessing costs
for the quality of d demand for the social (budget) for the social
goods/services in the development implementation events
trade enterprises implementation

v

Enterprise strategy (social development substrategy)

v

Social partners’ potential selection and assessment <
in the project by information resources

| U

- Social accounts data;

- Financial statement - Sociological research
results; results;
- Mass media - Questionnaire results

Social partners ranking in compliance
Major social with the indices and criteria L
partners Signing
registry v social ‘
(database) partnership
P Choosing the social partner agreements
~ to participate in the project g

Figure 1. The process of social partners’ assessment
in the project (developed by the authors)

According to A. Korol [10], the social responsibility is to be studied as
a system of legal and social institutions which is characterized by a structure
of the persons concerned and the rules of establishing the social and
economic relations between the economic agent and its environment. Within
the mentioned context the issue of defining the criteria for choosing a
partner who will participate in implementing the socially critical projects
emergence because with the socially responsible behavior an enterprise will
focus on the category of the social partners which guarantees mutual interest
which itself will encourage the efficiency boost of its social value.

The starting point of forming the factors for choosing the potential
social partners is the issues of information openness against the performance
results of those enterprises which claim to be socially responsible (table 1)
and the criteria for the assessment of the potential partner when
implementing the projects.
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The efficient implementation of the mechanism for choosing the
social partners on the basis of the shaped assessment criteria can be
implemented taking into consideration the trade enterprises’ social
development and the socially responsible management system. Based on the
results of the assessment of the potential participant partners referring to the
social development projects in the trade enterprises (with the total scores —
see table 1) their four-category ranking is suggested (fable 2).

Table 2
Social partner category characteristics when assessing their attractiveness
The social partner Assessment results Score
category sum
A — hich level Complies with the principles of social partnership;
s ;tr lgt‘ eve has experience in participating in many social projects; 39-30
O atlracliveness | 145 a high image on the market
B — sufficient Comphes. leth the majority of the principles of social
partnership;
level . . . . . 38-26
. has experience in several social projects;
of attractiveness L
constantly growing image on the market
C — satisfactory }ljartlally cgmpllgs with the prmmp}es o'f social partnership;
as experience in 1-2 social projects;
level . 25-18
: low image on the market
of attractiveness
Does not comply with the principles of social
D — low level of | partnership;
. . . P . . . <17
attractiveness has no experience in participating in the social projects;
low image on the market

In order to adequately assess the performance and the results of
partnership relations, it is necessary to clarify the starting point where the
partners find themselves and then continue surveying it. The process of
monitoring and assessing must be spread over the budget of the project as
well, the budget being constantly checked according to the remarks
emerging with the monitoring. When defining the business reputation of the
social partner it is important to monitor its performance among the target
groups because the contacts and the interaction between the customers,
employees or other communities’ members affect the spreading of the
information about the organization the latter being that of either the one that
is reliable or non-reliable. Fruitful cooperation and trust between the
organization and the community groups which surround it can only emerge
with the positive information about the constructive activity of the
organization. At the same time, being focused on achieving economic goals,
the national enterprises often skip the issues of products quality, the build-
up of the social dialogue with the contractors and the staff, the transparency
of the corporate information [15]. The biggest threat to the business
reputation of trade enterprises is caused by the quality and the price of the
products. With the results of the trade enterprises performance assessment
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for compiling the non-financial statements it is not only their steadiness
within the particular market segment that is analysed, but also their ability to
affect the positive moves in the world’s economy [17]. Taking into account
the recommendations of the advanced experts on social partners’ assessment
[6; 10; 14; 18], the choice of the participants of the social projects can be
incarnated at the following levels:

individual (trade enterprise) — is what a partner has reached when re-
solving a particular issue;

intersectoral — is the one which implies a moderate influence on other
industries and which is formed as a result of the relations between partners
from the point of view of their reaction on various situations;

social — is the one which implies the synergetic influence of the indi-
vidual and the cross-sectoral partnership on the successive changes in the
society.

The reporting of the confirmation of the trade enterprises’ business
reputation and the performance stability is vital for defining the prospects of
their further advancing.

The National business social responsibility development concept
states that the major vector of the social partnership and business social
development in Ukraine must be not only the expansion of the social
security means and the population support but also the development of the
human potential, human’s capital quality increase being one of the basic
grounds for the economic growth; the dialogue with the influence groups as
an instrument of getting information on social programmes optimization and
enterprises’ risks minimization, specialized departments establishment (for
the big-sized and expansive enterprises) which would introduce the
activities referring to social responsibility management [18].

A string of targeted benchmarks for boosting the trade enterprises’
business social responsibility has been outlined rooting from the above-
mentioned Conception:

at the enterprise level — the regulation of the processes of choosing the
social partners will be performed by the district administrations and the
local authorities;

at the regional level — the preparation of the publications, conducting
the meetings and national forums, open tutorials with the parties concerned
but whose experience in Ukraine is yet inconsistent (this implies that the
survey will be performed by the consortium of representatives from
different sectors and types of organizations followed by verification and
issuing);

at the national level — providing the system of monitoring, collecting,
analyzing and spreading the information about the cross-sectoral partnership.

Conclusion. The current stage of the trade enterprises’ social and
economic development requires a new approach to social partnership
formation where an individual acquires the role of the major factor for the
social progress and the economic growth. Aiming at information tran-
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sparency facilitation for the social partners in the socially-oriented projects
implementation, a methodology to assess their choice on the basis of the
formed indices and criteria has been suggested. The methodology bears
practical value for the efficiency enhancement of the social trade partnership
system functioning. The trustworthy influence subjects informing at the
industrial level on the successful partnership outcome provides substantial
benefits for the public image of the trade enterprises.

10.
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14.
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Kykoscoka B., Muxkonaiiuyx 1. Ouinioeanna nomenyiany coyianibHozo
napmmmepcmea nRiONPUEMCMea mopziei

Ilocmanosxka npoonemu. 3 pozsumkom coyianbHoi 6ionogioaneHocmi 0OizHecy
8i00)8aEMbCA NEPEOCMUCTEHHS POLL NIONPUEMCINE MOP2IGIL IK COYIATLHUX NAPMHEPI8.

02120 Haykosux Oxcepen 3 00paHOi memamuky 00800UMb MeOPEemuyHy
HeIONpaybo8anicms ma NPAKMU4Hy YIHHICMb 6NPOBAONCEHH MemOOUKU OYIHIOBAHHS
coyianbHux napmuepie, AKi bepyms yuacme Yy peanizayii CcoyianbHO OpPIEHMOBAHUX
npoexmie. @yukyionyioui 6 Yxpaini nionpuemcmea mopeieni we He YC8i0OMIIIOMb
Y ROBHOMY 00CS3I C8010 POIb MA GIONOBIOAILHICMb Y COYIALHOMY PO3GUMKY 0epiicasi,
a makooic ¢80l cmpameziuni iHmepecu, wo Gopmye y Hux nompeOy napmuepcmea iz
0epIHCABHUMU MA HeOePAHCABHUMU YCMAHOBAMU, OP2AHI3AYIAMU Y GUDIUEHH] COYIanbHUX
npobnem. Hayxose suznauenns 3a3naueHux ynyuwenb akmyanizye memy 00Cai0NCeHH .

Memotro  Oocniodcennss € OOIPDYHMYBAHHS  MEMOOUYHO20  [HCMPYMEHMAPIIO
OYIHIOBAHHS COYIANbHUX NAPMHEPI8 NIONPUEMCME MOopeieni 0N 3a0e3neyeHHs peanizayii
COYIaNbHO OPIEHMOBAHUX NPOEKMIE.

Pesynomamu  0ocnioycennsn. [lianvHicmb — CyYACHUX NIONPUEMCING  MOP2IGIli,
ODIEHMOBAHUX HA NAPMHEPCMB0, IPYHMYEMbCA HA KOMYHIKAYIAX 3 NpeoCmAa8HUKAMU
PI3HUX 3aYiKA8IeHUX CMOPiH, MOMY Hi0 Yac po3pobieHHs ma peanizayii pisHUX coyianbHux
NPOEKMi8 8AXHCIUBO OYIHUMU COYIANbHY NpuU8adIUeicms napmuepis-yuacHuKkie ma po3po-
oumu npaxmuyHUull IHCMpyMeHmapii HAOaHHA NIONPUEMCINBAM MOICTUBOCIE ehEeKMUBHO
peanizogyeamu cgitl nomeHyian. Bionpasuum momeHmom QopmyeanHs NOKA3HUKIE OYIHIO-
6AHHSL NOMEHYIANY COYIANbHUX Napmuepie € npoodaemu iokpumocmi iHgopmayii uooo
pe3yabmamis OislbHOCMI NIONPUEMCME MOP2i6i, 5K 0eKiapyroms cebe K COYianbHO
8i0n06i0aNbHI. 3anPoNoHOBAHO MeMOOUKY OYIHIOBAHHS NOMEHYIATY COYIANbHUX NAPMHEPI6
wooo ix yyacmi 6 peanizayii npoeKkmié Ha 0CHOGI CHOPMOBAHUX NOKAZHUKIE ma Kpumepiis,
30MIICHEHO IX PAHICUPYBAHHS 3A KAMe2opiAMU COYIanNbHOL npusabaugocmi, wo 003601UNMb
nionpueMcmeam mopeieni OpIEHMY8AMuUCs y 63AEMHOMY CNIBPOOIMHUYMBI HA MUX
coyianbHux napmuepie, AKi CRPUAMUMYMb 3POCMARHIO iIX COYIANbHOT YIHHOCMI.

Bucnosku. 3 memoio noninwenns ingopmayitinoi npozopocmi yuacmi coyianrbHux
napmuepie 'y peanizayii CcoyianbHO OPIEHMOBAHUX NPOEKMi8 pPO3POOIEHO MemOOUKy
OYiHIOBAHHA X 6UOODPY 34 BUBHAYEHUMU NOKA3HUKAMU ma Kpumepiamu. Memooduka mae
NPAKMUYHY 3HAYYWICMb OAsl NIOSUWEHH eDeKmMUSHOCMI (QYHKYIOHY8AHH CucmeMmu
coyianbHoeo napmuepcmea 6 mopeisii. JJocmogipne ingopmysanns cyb '€kmie niugy Ha
2any3e60My PI6HI NPO pe3yTbmamu YCRiuHo20 NApMHEPCMea 3abe3neyye cymmesi 6ueoou
011 nYOAUHO20 IMIOJICY NIONPUEMCIE MOP2IGILL.

Kniouoei crosa: comiaigbHe MapTHEPCTBO, COLiaJIbHA BiIOBINANBHICTE Oi3HECY,
COIliaJIbHI TAPTHEPH, KPUTEPil OIIIHKU COLIaIBbHOTO MapTHEPa, COLiabHUM IPOEKT.
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RISK MATRIX OF BANK
CREDIT MANAGEMENT

The author's interpretation of risk factors for each type of credit risk of a bank and
his views are analyzed ant proposed; the essence of credit risk matrix and different
methodological approaches to its construction are disclosed; and also the proposals to
decision making management on the analysis of the matrix are worked out.
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Hlynvea H., I'opouenxo T. Mampuya puckoé 6 cucmeme Kpeoummnozo
Meneodxcmenma oOanka. llpoananuzuposansvl cywecmgyrowue 6321506l U NPeOoNHCEHO
a8mopcKoe MoONKOBAHUE PUCK-(DAKMOPO8 NO KANWCOOMY 6U0y KPeOUmHO20 pucka O6anka,
PACKPLIMA CYUWHOCHb MAMPUYbl KPEOUMHO20 PUCKA U PAZTUYHBIX MEMOOUYECKUX NOOX0008 K
ee nocmpoenulo, a makdice paspabomarnvl NPeodsioNCeHUsi N0 NPUHIMUIO YRPAGLEHYECKUX
Pewenutl Ha OCHO8e AHANU3A IMOU MAMPUYDL.

Kniouesvie cnosa: KpenuTHBIN PHUCK, (PAKTOPBI PUCKA, MAaTPHUIIA PHCKOB, KapTa
PHCKOB, KOIMYECTBEHHAs M KAa4eCTBEHHAs OLICHKA PHUCKOB, KOMOMHUPOBAHHBIA MOIXOX K
OLIEHKE PHUCKOB.

Background. Improvement of effectiveness in bank risk management
process in terms of increasing global financial disbalances, rising volatility
of prices in financial and commodity markets requires the improvement of
credit risk management, which starts with identification phase of risk and
construction of its matrix. When making management decisions in the
sphere of credit risk management matrix plays a key role: on its basis the
strategy of credit risk managementis substantiated (C.R.); credit risk
position of a bank as a whole and on certain credit products is defined;
a clear division of responsibilities between the unit of front — middle — bank
offices which are involved in the management of CR defined by the type of
risk control is established and so on.
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The practical solution of this problem will allow to formalize factors
of credit risk, systematize its types to present different modifications of CR
matrix which may be used by the bank management to make informed
management dicisions aimed at improving the effectiveness of its credit risk
management.

Analysis of recent research and publications. The questions under
discussion about the types of CR and factors of its occurrence are revealed
in scientific studies of foreign and home scientific studies of foreign and
home scientists: V. Baribina, G. Kriksina [1], N. Verhushy [2], A. Gavrilina [3],
M. Kuzmina, T. Novashinoi [4], V. Podchesovoi [5], N. Sokolinskoi [6].
Recently in economic literature there appeared publications on risk matrix
formation whose authors are: M. Nikolachuk [7], I. Prigodish [8], O. Ro-
zanova [9], I. Iakos [10],

While there are some scientific achievements, there remain unsolved
issues regarding the development of various matrix modifications of bank
credit risk depending on the purpose of management and formation of
typical management decisions based on the results of identification on of
possibility of arising risk and possible losses due to its occurrence. The
relevance of this study is enhanced by the fact that the CR is now important
for home banking activities as credit portfolio that generates this risk is 60 —
90 % of their total assets.

The aim of study is to analyze existing views and offer a new
interpretation of the risk factors for each type of credit risk of a bank, to
explore different methodological approaches to the construction of the corres-
ponding matrix and to develop typical managerial decisions on its base.

Results. Credit risk is actual or potential risk of losses due to
disability of the borrower to meet his obligations during the lending or other
activities. To ensure a common understanding of CR facing the bank in the
normal course of operations, the corresponding matrix is developed, which is a
visual (graphical or tabular) representation of credit risk types, of factors
influencing it, the probability of occurrence and magnitude of possible
losses.

The study has allowered to reveal the following methodological
approaches to the construction of a matrix of bank risk; simplified qualitative and
qualitative assessment of credit risk, as well as a combined one.

The first methodical approach to developing a credit risk matrix doesn’t
provide qualitative or quantitative evaluation. This matrix consists of organizing
all credit risks faced by the Bank, as identifying the most significant risk
factors. The CR is affected by numerous factors, the list of which in many
publications is ambiguous. A critical review of the literature on this subject
has allowed to identify the following key positions of scientists for their
systematization. According to the first position the factors are grouped for
each type of CR. This point of view is held by Russian scientist V. N. Kostiu-
chenko, which considers credit risk factors for each of its species, namely:
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the risk of a country, region, industry, customer, production, payment risk
project risk, software risk [11, p. 86]. In the second position CR bank factors
are united into two groups: external and internal environment. This approach
dominates in economic literature. Its supporters are both — foreign and domestic
scholars, including: N. Verhusha [2, c. 69], V. Zharikov, M. Zharikova,
A. Tevseychev [12, p. 36]. According to the third position credit risk factors
differ in their impact on the credit portfolio the volume and profitability of
credit activities [13, p. 133].

Without denying the expediency of the considered opinions it is
thought first of all fall for this research reasonable to underline two groups
of credit risk factors — managed and unmanaged, which may be considered
in terms of the following types: individual and portfolio risk also country
risks, credit spread and decreasing the rate of debt securities. This will
clearly allow to distinguish between the direct influence of factors
(managed) and indirect influencies (unmanaged). The latter should also be
in the field of view of the bank. For each controlled factor of influence on
CR the bank should develop a set of measures aimed at optimizing its level.
Uncontrolled factors of bank CR must be taken into consideration in a stress —
testing making which must be resulted in, decision management for
moderating significant risk factors for future bank activities. The author’s
vision of the first methodological approach to the development of credit risk
matrix of a bank in distinguishing controlled and uncontrolled risk factors is
presented as follows (table 1).

Individual credit risk — the possibility that borrower fails to repay the
loan according to the terms of the contract, and the bank fails to timely and
fully benefit from the provision of credit to cover potential losses due to
reduction/ loss of liquidity of the collateral. The source of an individual CR
bank is a borrower, a debtor or an issuer of securities.

Portfolio credit risk — a decrease in the value or profitability of the
bank's assets represented by the sum of loans and debts acquired. Source of
portfolio credit risk is a total debt of the bank for the transactions which are
subject to CA — loan. Securities portfolio, receivables portfolio, off — balance
sheet credit commitments and soon. Risk of lowering rates of debt securities
is the possibility of an income loss of their owner in connection with a
reduction in the rating of these securities. Credit country risk (unfavorable
actions of sovereign government of the country) is — the likelihood of the
fact that the actions of sovereign government can directly or indirectly affect
negative ability of the borrower (debtor, issuer) to meet its obligations on
time. Risk spread credit is the risk of losses of a debt securities holder due to
increased credit spread, by which is meant the difference between the basis
asset profitability (corporate bonds, credit interest rates) and standard
profitability with the same maturity date. According to the accepted standard,
as a rule state government debt securities are taken and they have virtually
no risk of default. The credit spread reflects the size of the risk premium in
default of the main assets, which is taken by investors. Its reducing leads to
a reduction in the risk of default of the issuer of debt securities.
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Table 1

Aggregated matrix credit risk of a bank

Type of CR

Controlled risk-factors

Uncontrolled risk-factors

Individual
(Risk
contractor)

Portfolio
risk

Country Risk
(risk of
transaction or
transfer risk)

The risk of a
downgrade of
debt securities

Credit spread
risk

The worsening of financial ca-
pabilities and reputation of one
of the borrowers.

Liberal credit policy of the bank
(overstatement of the actual
rating of the borrower).
Unreliability of information about
the borrower.

The poor quality of the colla-
teral for the loan

Cyclical processes in the economy.
And the worsening of the main
macroeconomic indicators the country.
Unfavorable credit monetary of policy
of the central bank. Change of the
value of bonds and other financial
assets, goods, commercial and resi-
dential real estate, kinds of other
collateral.

The high level of competition bet-
ween banks for customers

Providing large loans for a bo-
rrower or group of related
persons.

A large proportion of new custo-
mers for whon the bank has no
credit history.

Issue of unsecured loans or
loans with insufficient collateral.
The high concentration of bank
lending activities in less known,
new, non — traditional areas.
Making frequent or significant
changes in the Bank's policy on
lending and a portfolio of
securities.

Low levels of quality of infor-
mation on customers, markets,
loans, etc.

Poor financial market in the
country.
Uncontrolled factors on an indi-

vidual's credit risk

Limited convertibility of the local
currency (the country where the
borrower functions).

Dynamics of interest rates on the
loan.

The presence of local economic
cycles.

Political processes in the country of
the borrower’s territorial distri-
bution

The worsening of the financial
condition and reputation of the
issuer of debt securities, which
leads to lower their credit rating

The unfavorable economic situation,
which leads to lower its credit rating.
The subjectivity of assessment of
debt securities by rating agencies

Methods of pricing for basic
credit assets.

The worsening of the financial
condition of the borrowers which
leads to their default

Volatility in the stock market.
Reducing liquidity issue of debt se-
curities due to fluctuations in Market

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6

109




FINANCE AND BANKING

Aggregated matrix credit risk of a bank may have afferent variants. In
particular, the bank is used to formation of aggregated matrix of credit
authority, which displays their distribution betveen the units of front — back
middle — officies that are involved in the management process of separate
individual and portfolio CR. This allows to clearly subdivide functions on
the identification, analysis sef — management coufrol and monitoring of
credit risk, which corresponds to the principles of effective banking credit
risk management of the bank.

The second methodological approach to build up a matris based on
a qualitative assessment of credit risk, based on expert judgment and therefore is
inaccurate, but easy to use and doesn’t require a significant investment from
banks. Matrix assessment of the credit risk on the basis of quantitative
characteristics makes it possible to rank the risk in terms of their signi-
ficance for the bank. Under this approach banks often represent a matrix in
the form of an analytical table, which vertically indicates the probability risk
(high, medium and low) and across — the impact (high, moderate, low)

(figure 1).

E — certainly

D — high probability
C — probably

B — almost impossible
A — impossible

Possibility of CR

a — very low

b —low

c -moderate

d — high

e — avery high

The impact on banking

Figure 1. Matrix qualitative assessment of the credit risk of the bank
Level of risk: N — low, C — medium, H — high.

With this matrix it is possible to identify three areas of credit risk.
Zone N — a zone of low level risks that are combination of probabilities
(A, B, C) and the degree of impact on the bank — (a, b, ¢) — Aa, ab, As, Ba,
V, Ca. Risks that fall info this area, do not create a threat to the bank's
activities and are practically not considered when making management
decisions. Hovever the bank must identify and implement continuous moni-
toring of risk in order to track trends in preservation of their level or move
to more risky areas. Zone C — a Zone of acceptable risks wrich are
characterized by high reliability, but with little impact (combinations of Cb,
Cc, Da, Db, Db, Dc, Ea, Eb) and low probability, and a significant impact

110 ISSN 1727-9313. HERALD OF KNUTE. 2013. ¥ 6




FINANCE AND BANKING

on the bank (Cd, Bc, Bd, Be, Ad, Ac). To risks that are part of the first
group, it is necessary to detect correlations, since their combined effect may
result in significant losses for the bank. For the second group of risks banks
should take steps to reduce their negative effects. In addition, for the risks
that fall in this area, it is appropriate to develop a plan of actions of force
majeure in case their probability or impact on the performance of the bank
are underestimated. Zone H is Zone of catastrophic risks — risks with high
probability and high impact on the bank's activities (combinations Ec, Ed,
Ee, Dd, De, Ce). For risks that are in the area, the banks are offered to
develop individual management strategies that aim to reduce the likelihood
of their occurrence and adverse effects.

Separation in matrix of credit risk may vary depending on the tole-
rance (appetite) of the bank for them. In particular, for banks with high
"appetite" for risk it is characteristic to have wider area H and narrower
Zone B, and vice versa, for banks with low "appetite" and low resistance risk
there is a wider area for catastrophic risk and narrow for low ones (figure 2—3).

E — certainly
D — high probability
v | C-— probabl.y . H
O | B — almost impossible H H
8 | A—impossible H H H
oy =
= z 2 2
o 2 & =
7 > < 2
£ 5| 2] ¢ 2
|
s | o | o .
The impact on banking
Figure 2. Matrix qualitative assessment of credit risk with
a high "appetite" to risk
E — certainly B
D — high probability B
~ | C—probably B
O | B — almost impossible H B
S |[A- impossible H B
2 <
B 2 2 .20
2 2 £ =
2 = 2
K 5 2| B 3
|
= | o | o )
The impact on Banking

Figure 3. Matrix qualitative assessment
of credit risk with low "appetite" to risk
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Up to the third methodological approaches to the construction of
a matrix the results of a quantitative assessment of the credit risk of banks
are displayed. The condition for the formation of the matrix of quantitative
credit risk assessment is the availability of specific analytical module in
a bank "Credit Risk Management", a centralized database and highly qualified
specialists and highly qualified specialist in risk management. In addition,
the bank must accumulate a large amount of statistical information about the
probability of default of borrowers over a long period of time (10-15 years).
Matrix of quantitative assessment of individual credit risk may take the form
of a table, which indicates the amount of actual or potential losses calculated
with a certain probability of occurrence for each borrower (fable 2).

Table 2
Matrix of quantitative assessment of individual credit risk of a bank
Probability, %
Bank 1 2
AmIosses - M1 9 20-39 40-59 6079 80-99
<1
<5
5-0
1020
More than 20

Note. P — the borrower.

Matrix, which is based on the results of quantitative credit risk
assessment can have a wider range of use in management decisions. In
particular, it allows to determine the significance of individual losses as
a result of the emergence of CA, compare the effects of onset for different
borrowers, justify the choice of methods and tools of management.

The advantages of a matrix of matrix of quantitative credit risk
assessment should include its greater accuracy and wider analytical
capabilities. However, the development of this matrix is time consuming
and costly process that requires the use of modern powerful mathematical
tools for reliable calculations and high level of professionalism of risk
managers.

Up to the fourth methodological approach combined matrix of credit
risk is based on the combination of both qualitative and quantitative
methods of their evaluation. Qualitative risk characteristics, such as the
impact on the bank activity and cumulative effects on the implementation of
the loan project is advisable to determine by the expert method.

Quantitative characteristics that can be evaluated on the basis of
mathematical and statistical calculations, include the likelihood of risk, loss
of a bank in the event of borrower non — payment of principal debt and
interest, the number of calendar days of delay in payment of loan
obligations (fable 3).
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Combined matrix of credit risk allows to set priorities for allocation of
limited bank credit resources based on profitability and risk of the projects
credited (credit projects).

Table 3
Combined matrix of credit risk
Influence on
the activity of Very high High Moderate Low Very low
a bank
Probability, % 80-99 60-79 40-59 20-39 1-19
Loss in the
event of non-
payment of 100 50 20 <5 <1
principal debt
and interest, %
The number of
calendar days | morethan |4, g, 31-90 8-30 0-7
of delay 180
Cumulative Impossibility | Important | necessity | Insignificant | Changes are
effects of realization | changesin | of survey index almost
project of key deviation unnoticeable
realization | conditions
of the
project

Combined matrix of banking risks has both advantages (flexible,
based on extensive information) and disadvantages (requires a clear
interpretation of each quantitative and qualitative parameters) and therefore
is somewhat labour consuming.

Abler the development of the matrix (except for the first approach) the
card of credit risks is built which allows to group them according to certain
categories (figure 4).

For each category of a bank credit risk the sufficient management
strategy can be selected (figure 5). Thus, for the first category it would be
appropriate risk taking and losses coverage the related allowance. For the
second category it would be appropriate the limit of risk and taking actions
to reduce the probability of loss and minimizing their consequences, which
includes conducting reengineering of business processes, improving internal
control procedures, strengthening monitoring compliance with internal
procedures, standards and legislative requirements, introducing more
stringent limits to high- risk credit positions, extending the diversification of
the loan portfolio and the extent of hedging transactions and securitization.
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Figure 4. Map of a bank credit risk

Figure 4 shows the four categories of credit risk:

With a low probability and low impact (risks A and b — category 1);

With a low probability but significant impact (risks b and I" — category 2);
With a high probability but little impact (risks E and [l — category 3);

With a high probability and significant impact (risks I and 3 — category 4).

A

Avoiding refusing
from risk credit
operations

Transferring risks
to other subject

Limitation of risk
and its negative
consequences

]

. |
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and its !
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]
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1

Credit risk probability
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Figure 5. Strategies of credit risk management
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For the third category its appropriate to apply risk transfer strategy,
i.e. complete or partial transfer of risks to other entities through insurance,
credit sale of credit assets to another bank or factoring company. The fourth
category of risks as the most threatening, involves the refusal of the bank to
conduct high — risk credit operations.

According to these risk categories its necessary to choose the type of
control on the part of credit risk management (figure 6). Detective (diagnostic
or search) control is designed to detect possible cases of deterioration of the
results of the bank credit activity. This type of control can be applied to the
first category of risks, which allows to track in time the occurrence of negative
trends as to their conversion to other, more dangerous risk categories and
their surgical removal as. An example of a detective control of credit risks is
to monitor the financial conditions of borrowers.
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Figure 6. Types of control for credit risk

Correcting or corrective control is applied to the second category of
credit risk. This type of control is designed to limit the amount of bank
losses and reduce the likelihood of the realization of unwanted results.
Correcting control measures can ensure minimization of losses in the future
due to a critical analysis of the reasons for the losses of the CR in the past
and the development of measures to prevent them.

Directive control should be used in case of acceptance of the transfer
of credit risk strategy and, therefore, in their second category. Directive control
is aimed at ensuring of the achievement by the bank of a specific desired
effect from risk transfer and tracking compliance with the provisions by the
employees of the bank positions and instructions for managing the bank's CR.

For the fourth category of risk, it is appropriate to use a preventive
(prophylactic) control, which aims to prevent or limit the implementation of
negative results. The more threatening is the negative impact of credit risks,
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the stricter should be the appropriate control. Preventive control is
associated with the analysis of systemic risks that are not directly belong to
the credit, but can specify their origin.

The scheme of risks allows us to estimate not only changes of the
probability and impact of risks on the bank activities but also on the
effectiveness of control at the appropriate risks categories (figure 7).
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Figure 7. Migration of credit risks

Thus, the change in credit risk categories can be tracked for each
borrower, and on the positions of the loan portfolio (risks of loans by industry
and sectors, of economy, regional intuitions, etc.).

Graphical interpretation of CR moving from one category to another
provides relevant information to the bank management regarding management
decisions, which may relate to: softening (or strengthening) the requirements to
the financial conditions of borrowers and (or) the third party (the surety and
guarantor), the introduction of graduation in types of mortgage insured from
the most secured (funds on deposits, liquid products) to the least secured
(eg, mortgage of uninsured goods in circulation), the introduction of limit
values in terms of assessing the creditworthiness of borrowers, exceeding of
which diagnoses clearly the problems in their financial conditions which is
the ground for refusing to grand a loan to the client.

Conclusion. The division of credit risk factors into two groups were
suggested: managed and unmanaged as defined in contrast to existing points
of view in the context of each of its forms: Individual and portfolio,
countries (transactions), the downgrade of the debt securities, credit spread.
Differed methodological approaches to the formation of the matrix to credit
risk were researched (aggregated, qualitative and quantitative assessment of
the level of risk combined), their advantages and disadvantages and their

116 ISSN 1727-9313. HERALD OF KNUTE. 2013. ¥ 6




FINANCE AND BANKING

practical use were defined in contrary to the existing publications the range
of administrative decisions in the credit risk management of the bank, were
formulated, subject movement borrowers (or other positions covered by
credit risk) from one area (or category) of credit risk to another.

Matrix of credit risk, which is formed by the results of identification
and systematization of its kinds is an important source of information to
justify the choice of methods of managing this risk, which acts as a domi-
nant in banks activity.

The results of the presented research deepen the essential understanding
of the credit risk, formalize its representation in the form of various
modifications of matrices which serve as the basis for making informed
management decisions.

The conceptual provision require further research as to construction of
local matrices of credit risk, in particular matrices of credit limits, the
division of powers between the units, front — middle —back offices, allocation
of economic capital to cover unexpected losses among differed credit
products depending on their level of risk.
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Hlynvea H., Topoienko T. Mampuys pusukie y cucmemi Kpeoummozo
MEHEeOHCMEHmY DAHKY.

Ilocmanoska npoonemu. Iliosuwenns egexmusHocmi YnpasiiHHs KpeOumHuUM
PUBUKOM OGHKY 00YMOGTIIOE HEOOXIOHICMb PO3DPOOIEeHHsL PI3HUX MOOUPIKayill 1ioeo mampuyi,
AKA 003607UMb (PopManizyeamu akmopu Kpeoumnoz2o pusuKy, CUCMeMamuzyeamu 1o2o
BUOU, BUSHAUUMU BEIUYUHY NOMEHYITHUX 6MPAm Md eKOHOMIYHO20 KANimainy O ix NOKPUmMms.

AHnaniz ocmannix docnioxycens i nyonikauin. /JucKycitini numanHs Cmoco8HoO 8udie
KpeOUumHo20 pusuxy ma (pakmopie 1020 6UHUKHEHHs. POZKPUMO 8 HAYKOGUX NYONiKayisx
Husku guenux. Ilonpu HasiGHICMb OKPEMUX HAYKOBUX OOPOOOK, 3AMUUAIOMbCS Hegupiule-
HUMU RUMAHHS W0O0 PO3POOKU PIZHUX MOOUDIKAYIL MAmMPuyb KPEOUMHO20 PUSUKY 3AN€HC-
HO 8i0 Memu MeHeONCMEenmy ma (opMy6aHHs MUNOGUX YRPAGIIHCLKUX PIUEeHb 3a pe3Yilb-
Mamamy  6U3HAYEHHs UMOGIDHOCMI PUUKY A MONCIUBUX 6Mmpam GHACHIOOK 1020
HACMANHSL.

Mema cmammi — npoananizysamu icHyl04i nO21s10U Ma 3anpONOHY8amu A6MopcbKe
MIYMAUeHHS. PUBUK-QAKMOPIE NO KONCHOMY 6U0Y KPeOUmHO20 PUUKY OAHKY, O0CHIOUmMuU
DI3HI MemoOuuni nioxoou 00 nobyoosu mampuyi KpeoOumHoz20 PU3UKy, d MAaKodc Ha it
OCHO8I pO3poOUMU YNPAGTIHCLKI PIUEHHSL.

Mamepianu i memoou. I1i0 uac 00CniddicenHs BUKOPUCIIAHO MEMOOU: NOPIGHIHHS,
epagiunuti, mabauunull, OOCTIONCEHHA NPAKMUKU BIMYUSHAHUX MA 3aPYOIXCHUX OAHKI8
w000 YOPMYBAHHA MAMPUYL KPEOUMHUX PUSUKIE.

Pesynomamu docnioxycenns. Mampuyio kpeOumnux pusuxie 6aHKy 3anponoHo8aHo
Gopmysamu 3a maxumu nioxo0amu. azpe2o8arHum, AKICHOI ma KilbKiCHOI OYIHKU, a MAKOX#C
KOMOIHOBAHUM. 3a neputum MemooudHum nioxo0om Mampuysi CKiaoacmscs 0jisi Cucmema-
mu3ayii ycix KpeOumHux pusukie, Ha SIKI HAPANCAEMbCs OAHK, a MAKOJNC GUSGICHHS
HaUOIbW 3HAYYWUX PUSUK-Gakmopie abo niopo30inie, wo 3adiaHi 6 npoyec YNpaeiiHHs
HUMU, TOW0, 30 Opy2uM — nepeddauacmucsi AKICHA OYIHKA KPeOUMHUX PU3UKie OAHKIE, sKa
06a3yemobcst Ha eKCHePMHUX CYOJUCEHHAX, 3 Mpemim — 8Ii000padicacmovcs pe3yibmam
KLIbKICHOI OYIHKU KpeOumHUX pusuxié OaHKie, a came empamu OAHKY 6HACHIOOK iX
HACMAKHS, 30 YemEepmum — Mampuyst GoOpMy€emucsi Ha OCHOBI NOEOHAHHS K AKICHUX, MAK
[ KinvbKicHux memodis ix oyinku. Ha ocHoei mampuyi KpeOUmHux pusuKie MOXCHa Gopmy-
J08AMU YNPAGNIHCHKI PIUeHH w000 3MIHU 68 KpeOumHil noaimuyi 6aHKy, MemoouyHux
nioxodie 00 OYIHKU KpeOUmoCNpOMONCHOCHI NO3UYATbHUKIE, 6UMO2 00 3dCMABHO20
3a6e3neuents, HaANPAMKIE KPeOUMHUX 8KIA0eHb OAHKY moujo.

Bucnoexu. ®axmopu Kpeoumnozo pusuky OanKy ROOLISIOMbC HA: KePOBAHi ma
HeKeposaHi, AKI BU3HAUEHO, HA 8IOMIHY 8i0 ICHYIOUUX TMOYOK 30pPY, 8 KOHMEKCMI KOHCHO20 3
tio2o eudis. Mampuyio Kpeoumnozo puzuxy OAHKY BPOROHYEMbC POPMYSAmMU 3a PiZHUMU
nioxo0amu 3aneldcHO 6i0 Memu Kpeoumuoeo pusux-meneodxrcmenmy. Chopmynsosarno
CneKmp YnpaeuiHCbKUux pieHsb y cghepi KpeOumno2o pusuk-meHeoNcmenmy 6anky. Buxiaoeni
KOHYEeNmyaibHi NOJIOJNCEHHS. NOMpeOyioms NOOANbUIO20 HAYKOBO20 OO0CHIONCEHHS U000
noOyo08uU JOKANbHUX MAMPUYb KPeOUMHO20 PUUKY, 30KpeMd, KPeOUMHUX TiMimie, po3-
noOIIY NOBHOBAICEHb MIJIC NIOPO30iiamu Gpoum-bex-mion-ogicis, aroxayii eKOHOMIUHO2O
Kanimany Ha nOKpumms HeouiKy8aHux 6mpam no pisHux KpeoumHux npooyKmax 3aieiHCHo
810 piGHs IX pUBUKY.

Kniouogi croea: KpeauTHUN pU3UK, (PAKTOPHU PU3MKIB, MATPUIIS PU3HKIB, KapTa
PU3HUKIB, KUTbKICHA Ta SIKiCHA OI[iHKA PU3UKIB, KOMOIHOBAHHIA ITiAXi1 IO OLIHKA PU3HKIB.
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The article shows the actual problems of Ukrainian administrative-delict legislation.
It outlines the range of theoretical and practical issues requiring solution during the Code
of Ukraine on administrative offences development. It also gives the author’s view of future
Ukrainian Code on administrative offence structure and content conceptual background.
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Typyucui T. Konyenmyanvnvie 0CHOBbL peghiopmuposanus omeuecmeeHHO20
AOMUHUCIPAMUBHO-0C/TUKMHO20 3aKOHOoOamenvcmeda. Oceeljenvl aKmyaibHbie npooiemvl
pedhopmuposans. AOMUHUCIPAMUBHO-0ETUKIMHO20 3aKoHoOamenbcmea Yipaunvl. Ouepuen
Kpye HAay4HO-NPAKMUYecKux 60Npocos, mpedyiowux peuleHus npu papabomke npoekma
Kooexca Yxpaunvl 06 aomunucmpamusuvix npocmynkax. HMznooceno asmopckoe uoenue
KOHYeNnmyanibHblX OCHO8 CIpPYKmypbl u cooepascanus 6yoyuwezo KYoAIlL

Kniouesvie cnoea: nyOnMYHOE aIMUHHCTPUPOBAHHME, IIPaBOHAPYILCHHUE,
MIPOCTYIIOK, OTBETCTBEHHOCTb, FOPUCIUKIINSI.

Background. Almost one and a half of decade ago the Code on
administrative offences adoption as in the main new codified act based on
the ideas of legitimacy, supremacy of law, justice, humanism, liability
irreversibility and repressive measures "saving" was proclaimed one of the
primary measures of administrative reform concept implementation in
Ukraine [1]. Under various objective reasons these measures have not been
realized yet. Because of the lack of national establishment initiative and
consolidated academic circle approach absence all the steps in this area were
useless. During 1998-2013 at least three drafts of the Code of Ukraine on
administrative offences were submitted to the general public, however, no
one of them got necessary support. In fact, the problem of new code
developing and adopting is in "abandoned" condition.
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The real prospects on its solution have begun to outline only recently,
in the course of entering the last phase of another large-scale reform,
criminal law system one. Not experiencing society’s attention deficit and
country’s government political will, this reform takes place very dynamically.
During it the Criminal Procedural Code Ukraine, and Acts of Ukraine "On
free legal assistance", "On the legal profession and advocacy", "On prevention
and opposition to corruption measures", were adopted and also a range of
subordinate regulatory normative legal acts directed toward national criminal
law organization improving and effectiveness increasing. The next long-
range goal outlined by president, the Cabinet of Ministers, and the National
security and defense Council of Ukraine is the Code of Ukraine on administrative
offences adoption which will provide individuals’ liability for minor offences
of general criminal nature [2; 3].

The actuality of the goal set is caused by the present time. In spite of
ongoing criminal law contents updating, from the point of view of its for-
ming conceptual background it is still in soviet past, whereas legal con-
sequences of minor offences accompanied a person for long years, and he or
she got the offender’s "brand" for all his or her life. That’s why the necessity of
national criminal legislation humanization by the infamies sphere limiting
(confinement property, imprisonment, etc.), expunging convictions for minor
delicts, suing at law procedure simplification, and in the far distant future
the relevant causes transferring to magistrates.

But the first steps in this direction showed the impossibility of the
established goal achieving at exclusively branch level. Under historical
peculiarities of national administrative-delict legislation development it is
exactly it (and not criminal law) determines the liability for considerable
part of minor delicts of general criminal nature: (somebody’s property
pilferage (article 51 of the Code of Ukraine on administrative offences);
disorderly conduct (article 173 of the Code of Ukraine on administrative
offences); family violence (article 173-2 of the Code of Ukraine on
administrative offences), etc. Indeed, in case of Code of Ukraine on criminal
offences creation the relevant set of delicts norms will "move" in it. But, in
turn, it will cause changes in valid Code of Ukraine on administrative
offences structure and contents. And these changes promise to be so
cardinal, that further Code of Ukraine on administrative offences existence
in its traditional form won’t meet practical needs.

It is impossible to provide effective putting the Code on administrative
offences into operation "in isolation" from reforming administrative-delict
legislation, especially, without analogous Code on administrative offences
adoption. The direct this fact confirmation was President of Ukraine’s order
N 98/2012 from 30.05.12 creating interbranch working team on legislation
about the liability for administrative and criminal offences reforming. The
document mentioned has given a powerful impulse for searching optimal
ways of national administrative-delict legislation development taking into
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consideration constitutional provisions, international democratic norms,
Ukraine’s duties and responsibilities coming from its membership in
European Council [4].

The latest research and publications analysis. Taking into account
the problem of the Code of Ukraine on administrative offences development
and adoption actualization the necessity of its conceptual background clear
definition arises. This necessity has found a broad response among the
national administrative and legal science representatives. The author’s views
on the new Code of Ukraine on administrative offences ideological orientation,
contents and structure are stated in V. Averyanov, 1. Golosnichenko, 1. Kuliusko,
I. Kolpakov, D. Lukyanets, V. Stefanyuk and other well-known scientists’
works [5—11]. Nevertheless, such code holistic concept hasn’t formed at present,
which, on the one hand, gives evidence of great problem complexity, and
from the other hand, makes the necessity of discussion on its possible
solution variants continuation.

The aim of the article given are theoretical background of reforming
administrative-delict legislation development and forming the Code of
Ukraine on administrative offences conceptual contour.

Results. Taking into consideration that it is considered impossible to
show all the opinions on the new Code of Ukraine on administrative
offences concept within scientific article, let’s discuss its most important
and principal points.

The first such point is the new Code of Ukraine on administrative
offences orientation toward opposition to delict activity in public adminis-
tration sphere. Historically, in spite of its very unambiguous name the valid
Code of Ukraine on administrative offences covered not only the issues of
liability for delicts in public administrative sphere, but for other offences types,
and in particular for the civil ones (unauthorized ground area occupation,
ticketless travel, broadcasting services provision regulations violation, etc.) [12].

Similar delicts aren’t referred to the public administration sphere.
They don’t infringe upon administrative legal relationship not within the
public administration authorities jurisdiction and don’t fit with the modern
administrative liability paradigm. Quit obviously, liability norms for their
committal should be included in the relevant branch codes (in particular,
Ukraine’s Civil Code and Ukraine’s Criminal Code), and not in Code of
Ukraine on administrative offences, where they will produce an impression
of foreign element.

However, this isn’t a new idea. It runs through the modern research in
legal liability issues range. Nevertheless, its current understanding level by
legislative initiative entities leaves much to be desired. Its object evidence is
Ukraine’s Act "On making changes in Ukraine’s Criminal Code on criminal
offences institution" draft submitted to Verhovna Rada of Ukraine of the 7™
convocation [13].
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In the draft law mentioned a new Criminal Code of Ukraine redaction
is proposed, in accordance to which the Code Particular part is divided into
two books: "On crimes" and "On criminal offences". Even a visual analysis
of the second book makes to state lack of clear criteria for administrative,
criminal and civil delicts distinction.

In particular, it has included norms on liability for administrative and
legal delicts as separate units (electoral legislation violation, delicts in public
services providing, etc.) But, a range of general criminal nature offences (as:
intentional hiding of venereal disease infection source, leading an under-age
person for alcoholic inebriation, gambling in public places, prostitution,
etc.) haven’t been included in the Book "On criminal offences". In fact, it
means, that draft law authors are planning to keep these offences in Code of
Ukraine on administrative offences reserving their administrative status.

By above mentioned reasons, such approach cannot be recognized
well-founded. One can hope only that in course of further draft law modi-
fication its contents will get logical consistency and conceptual definiteness.

The second problem needed to be solved during the new Code of
Ukraine on administrative offences development is fixing in its contents
offences corpus delicti committed by public administration executives on
duty, such as: dwelling houses and housing accommodation registration and
occupation terms procedure violation, entrepreneurs’ discrimination by
power and administration authorities, permit document issuing procedure
violation, etc.

Above mentioned offences have administrative nature. Their commitment
subjects are public administration representatives, and the objects are social
relations in public administration sphere, and then under formal features
they could be included in the Code on administrative offences. However,
from the point of view of the relevant causes subject jurisdiction this step is
questionable.

Nevertheless, since 2005 in Ukraine an administrative legal proceedings
system has been functioning. And it is the one that it is entrusted the task of
individuals’ rights, freedoms and interests, and businesses’ interests in the
sphere of public and legal relations protection from violations by govern-
ments and local authorities, their executives and employees, and other
entities during performing their power functions [14]. Cases about such
violations are tried by administrative courts, and they, as it is known, aren’t
involved in the range of causes about administrative offences.

In fact, the general national legal system development direction means
that administrative courts competences should belong to all the subjects of
public authorities offences directed against private (businesses and individuals’)
rights and interests including the ones provided by the valid Code of
Ukraine on administrative offences. And this direction should be steadily
followed in the course of administrative-delict legislation reforming during
the Code of Ukraine on administrative offences development.
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The future Code of Ukraine on administrative offences should define
legal background of only individuals’ administrative liability. But, causes
and administrative delicts, committed by public power authorities subjects
(both entities and executives), should come exclusively into administrative
courts jurisdiction and be solved under Code of Ukraine on administrative
legal proceedings.

The third point. The natural result of individuals’ administrative offences
legislative separation and concentration should become their jurisdiction
review problem.

Nowadays cases about administrative offences are tried both by public
administration entities and court of general jurisdiction, besides that, cases
about offences of criminal type, for which penalties application analogous to
criminal punishment: arrest, reformatory work, public work, confiscation,
etc. is provided belong to the latter’s competence.

This state of affairs essentially "discords" with general European practice,
under which trying cases about administrative offences is carried out
exclusively in pais. In most Western European counties (Belgium, Italy,
Germany, Portugal, Switzerland, and others) general courts’ authorities in
administrative sphere are arranged to designate measures for procedural
coercion and grievances on public power subjects’ decisions. Accordingly,
courts function isn’t in administrative-delelict proceedings organization, but
in its participants’ rights, freedoms and interests’ protection [15, p. 21-71].

Modern trends in administrative liability institution development state
that Ukraine should just come down to such jurisdiction model. As it was
mentioned above, in the new the Code of Ukraine on administrative offences
exclusively administrative offences’ corpus delicti, e.g. the ones impinging
upon established public administration procedure and are in public adminis-
tration "jurisdiction" should be concentrated. It, in particular, provides the
necessity of transferring to subjects of public power (authorities and
executives) responsibilities on trying many administrative cases, which are
in court competence nowadays: cases about avoiding administrative prescriptions
execution, cases on election campaigning rules violation, cases on limitations
concerning holding down two jobs violation, etc.

The fourth point. The important direction of the national admini-
strative-delict legislation reforming should become the implementation, and
accordingly, attachment in the new Code of Ukraine on administrative
offences the liability for businesses’ administrative offences.

As is generally known, the valid Code of Ukraine on administrative
offences "operates" by general term "an entity", without concretization what
kind of entity "an individual" or "a legal entity" is said in its separate articles.
Nevertheless, from the contents of the general Code of Ukraine on adminis-
trative offences provisions (articles 12—-17, 20, 34) without alternative
follows that, at present, the administrative offences subjects can be only
individuals: the residents of Ukraine, non-residents and individuals without
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citizenship status. Properly speaking it is not strange as the valid Code of
Ukraine on administrative offences was developed in soviet times, when all
the business had a status of public ones. At those times an idea of busi-
nesses’ administrative liability seemed to be almost absurd: in fact, it could
mean exercising by government administrative (including organizational)
sanctions against itself. And soviet ethical doctrine could not recognize it.

Independence declaration, society democratization and economy dena-
tionalization caused a legal entity phenomena in-depth reinterpretation. In
modern economic and legal life it can be any (from type and form of
property) entity, established and registered in legally established order. At
present in Ukraine 1. 291.000 thousand of businesses are registered, and
majority of them are private ones [16].

Simultaneously with implementing in social practice an institution of
private businesses for the national jurisprudence a problem of defining
conceptual background of their liability for delicts in public administrative
sphere has emerged. The point is, that the valid legislation (in particular, the
Code of Ukraine on administrative offences) until recently associated admi-
nistrative liability with administrative penalties execution, and admini-
strative penalties execution with individuals’ liability.

At the beginning of its formation post-Soviet paradigm of adminis-
trative-tort law interpreted that only individuals were subjected to admi-
nistrative responsibilities (read imposition of administrative recoveries). As
to juridical persons, it was tradionally considered that for breaking the law
in the public-administrative sphere they were subjected to other ways of
influence (which are not recoveries) and therefore other type of legal liability.

So, administrative and legal science couldn't define which type of state
force and legal liability took place in this case. But the rules of responsibility of
juridical persons left outside the institution of administrative responsibility.
Now they are divided into great number of sectoral laws. For definition of
statutory punishments for them, law maker uses such terms-substitutes:
"sanctions", "method of influence", "methods of constraint" and so on. And
none of laws concretizes what type of responsibility is realized in its using.

We can't consider such situation acceptable when the origin of the
whole complex of tortious legal relationships has its indefinite nature and
because of its sectoral and institutional belonging. The objective conditions
today give us all grounds to consider the juridical persons’ responsibility for
torts in publicly administrative area as the variety of administrative responsibility
that must be realized and developed in the scope of the same name legal
institution.

Taking into account this fact and positive international experience
(integrated legislative regulation of problems concerning the administrative
responsibility of individuals and juridical persons is successfully carried out
by the majority of European states and by our geographical "neighbors" —
Belarus, Kazakhstan, Russian Federation, the priority task of new Code of
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Ukraine about Administrative Offences is to defence the public interests
from all types of administrative torts without reference to who is the doer-
individual or juridical person.

The fifth import point. In the light of probable imposition of juridical
persons’ responsibility for administrative misdemeanours, the problem of
institutional attitude towards guilt become very urgent institutional attitude
towards guilt becomes very urgent.

From the end of the 50-th to the beginning of the 80-th in Soviet
jurisprudence the discussion concerning. The problem was what grounds —
subjective or objective — the violators have to be called to administrative
responsibility was being taken place.

From the end of the 50-th till the beginning of the 80-th in Soviet
jurisprudence the discussion was being taken place. The problem was — on
what grounds — subjective or objective — the violators had to be called to
administrative responsibility. A great majority of experts stood up for the
concept of objective attitude to the guilt. In accordance with it it’s enough to
state the objective fact of committing the wrong acts or to be inactive in
order to be called to administrative responsibility. The others, a great part of
lawyers took quite the opposite opinion. From their of view administrative
responsibility must take place in the case of the persons’ guilt is proved
together with the objective signs of actions, that is (read-subjective) attitude
to the performed act or inactivity that is expressed in the form of
international guilt or negligent guilt.

This discussion was put to the end by the Soviet lawmaker, who firstly
in the Fundamentals torts (1980) and later in the active Code of Ukraine
about Administrative Torts (1984) defined guilt as the necessary condition
of administrative responsibility. From this time the concept of subjective
attitude to the guilt has taken place in the domestic administrative tort law.

And it dominates nowadays. For the last decades the institution of
administrative responsibility hasn't been changed greatly. Today, as at the
end of the 19-th century, its rules stipulate the responsibility for
insignificant torts of criminal character and only individuals are recognized
as subjects of administrative misdemeanours. Naturally, in such conditions
the concept of subjective attitude to the guilt is an adequate to the needs of
the practice.

But if the reformation of domestic administrative tort law progresses
predictably this concept will be irrelevant. Firstly it can’t be used for juridical
persons, especially for those who have collegiate body of management.

Secondly, in the case of exemption from the Code of Ukraine about
Administrative Offences, rules about misdemeanours of "no administrative"
nature (criminal, civil etc.) it will stipulate the responsibility only for one
type of torts-misdemeanors against established order of public administration.
In our opinion, the qualification of such misdemeanours doesn’t require the
detailed analysis of mental state of violator with the aim of determination of
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his inner attitude to his unlawful behaviour. Perpetration of misdemeanours
by them are always conscious and are always guilted (except such cases
which exclude the administrative responsibility of the persons. Therefore,
the responsibility for them must be without reference to the assessment of
mental processes on the base of statement of facts of doing by person
wrongful acts or his inactivity.

Thus, in the heart of the future Code of Ukraine about Administrative
Offences should be the principle of objective attitude to the guilt. In
accordance with it the person is condemned in committing the administrative
misdemeanour if it is proved that: a) it is this person who commits the tort;
b) she could take necessary steps about maintenance of regulations and
standards but she didn’t do this. Violation of rules and standards is provided
by administrative responsibility.

The Sixth. The obligatory aspect of reformation of administrative Tort
Saw must be the revision of recovery system for administrative misdemeanours.
As opposed to the majority of European countries where the list of such
recoveries is rather restricted, we have more than dozen in our domestic
juridical practice.

Only the main list administrative recoveries in the article 24 Code of
Ukraine about administrative offences includes: warning, administrative
fine, paid withdrawal of the item which was the direct object of administrative
offence, money, obtained from committing administrative offence, revocation
of special right given to a citizen, public works, correctional work, adminis-
trative arrest of deportation foreigners and persons without citizenship [17].

And this list isn’t comprehensive. As opposed to Criminal Code of
Ukraine, which doesn’t allow to extend the list of criminal punishments
effective Code of Ukraine about Administrative Offences stipulates other
types of administrative recoveries. More over, administrative recoveries which
aren’t indicated in the article 24 Code of Ukraine about Administrative
Offences are fixed in some article of just the same Code. For example part 3
of the article 46-1 Code of Ukraine about Administrative Offences provides
for the imposition on the delinquent such recovery as confiscation of
radiationally polluted object; for committing of misdemeanour provided by
the article 148-1 code of Ukraine about Administrative Offences, guilty
person must pay the losses made to the operator of telecommunication
service and so on [18, p. 108].

So, we see that having passed the new Code of Ukraine about Admi-
nistrative Offences which is directed toward the regulation of the tortious
legal relationship in public-administrative area, the necessity of such
cumbersome system of recoveries is disappeared. Recoveries which are
identical to criminal punishments, administrative arrest, confiscation, public
works, correctional work and so on should be excluded. In West European
practice suck recoveries are used only in accordance with court decision and
only for committing criminal punishable torts. Therefore relevant tort norms
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about criminal misdemeanours are planned to insert in the Code of Ukraine
and they should be used as criminal punishments.

Besides, the following points should be eliminated from the list of
administrative recoveries:

e paid confiscation of the object which has become the tool of
committing or the direct object of administrative tort (being ineffective and
complex in using) this recovery isn’t employed in majority of European
countries except Moldova and Ukraine.

e replacement of the losses (this recovery has purely compensation
character but in essence it is civil-legal and therefore it must be realized in
the limits of civic responsibility.

« deportation of foreigners and persons without citizenship (the issue
about the belonging of this enforcement measure to the system of
administrative recoveries is open to question because of many reasons, but
the main fact is that it hasn’t had the reflection in sanctions of specific
administrative-tortious norms).

At the same time it is difficult to agree with those lawyers which
propose to keep only there kinds of measures: warning, administrative fine
and restriction of specific right [15, p. 283]. Such action not only reduce the
opportunities of administrative influence on the infringers of the law, but
lower the efficiency of the institutional of administrative responsibility in
the whole. It is unlikely that small administrative fines and more over warning
as psychological measure will have evident influence on the people with
high living standard. The restriction of specific right is not also effective.

Taking into account all this, the system of administrative recoveries
shouldn’t be only "compact", but also quite diverse in order to ensure the
reliable protection of legal relationships which arise in the sphere of public
administration.

We may propose such list of administrative recoveries to new Code of
Ukraine about Administrative Offences: administrative fine, warning,
temporary revocation of a specific right is given to individual.

And at last one more, the seventh problem which is under consi-
deration is the structure of Code of Ukraine about Administrative Offense or
ratio of its "material" and "procedural" parts. In scientific publication there
are different thoughts about the necessity of including norms in future Code,
norms which regulate the procedure of trying a case about administrative
misdemeanours.

One group of scientists prefers the "scheme" according to which material
and procedural norms are concentrated in one codified document. The other
one takes quite the opposite view-they prove the necessity of taking out the
procedural norms from Code of Ukraine about Administrative Offences.
And the majority of its representatives show perfectly different view of
prospects of legislative regulation of administrative-tort implementation:
some people propose to develop separate Administrative-Procedural Code

ISSN 1727-9313. HERALD OF KNUTE. 2013. M 6 127




PHILOSOPHICAL DIMENSIONS OF THE MODERN WORLD

similar to Criminal Procedural and Civil Procedural Code of Ukraine [19, p. 152]
on the basis of appropriate norms; the others believe that these norms should
be combined with regulation of active Code of Administrative Legal Pro-
cedures [20, p. 177]; somebody thinks that these norms should be the constituent
of Administrative-Procedural Code, which will define the procedural
principles of consideration and make the decisions of all types of adminis-
trative cases [21, p. 38].

Undoubtedly, all these approaches arouse scientific interest. But from
the point of view of practical activity, the most persuasive approach is the
idea of keeping the procedural part in the structure of new Code of Ukraine
about Administrative Offences.

First of all predicted changes in administrative-tort area (namely the
exclusion of ordinary courts from the number of parties of administrative
jurisdiction, repeal of a number of irrelevant for administrative-jurisdiction
recoveries and so on) substantially simplify the procedure of calling to
administrative responsibility both in the part of recoveries’ imposition and
in the part of their fulfillment. Correspondingly, the total number of procedural
norms decline. And there are no grounds for adopting separate code.

Secondly. In accordance with the analysis of the latest legislative
initiatives of the government, the perspective of including the norms about
administrative-tort process into future Administrative-Procedural Code will
be doubtful. So, in the article 2 project of Administrative-Procedural Code
which was submitted to Verkhovna Rada of Ukraine on the 3-d of December
2012 was clearly said: "The operation of this Code doesn’t apply to the relations
which arise during the criminal process, process in the cases of adminis-
trative offences, operation and search activity, executive process (besides
execution of administrative acts), performance of notarial actions, execution
of punishment, application of legislation about he defense of economic
competition, tax code and tariff legislation, process which is connected with
state secret (marked up by the author-T.G.].

Thirdly: the idea of exclusion the procedural "part" from the contents
of Code of Ukraine about Administrative Offences causes the number of
applied questions. Will it simplify the consideration and making decisions
of administrative cases? Will it facilitate the search for the necessary norms
quickly and unmistakably? Will it simplify the work of agents of adminis-
trative jurisdiction?

Answers to these and other similar questions are on the surface.
Entirely obvious that in practical activity when it is necessary to make efficient
decision it is better to use one Code than two Codes. Of course, there may
be knowledge incorporation, that is creation of united collection of various
regulatory enactments. But it is not reasonable firstly "to divide" the code
into two separate documents and then mechanically unite them.

The list of arguments in favour of preservation "bilateral" (material
and procedural) structure of Code of Ukraine about Administrative Offences
may be extended.
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Conclusion. Summarizing mentioned above, we may state that the
modern state of reforming administrative-tort legislation made the wide set
of scientific and practical issues very important: about the essence of
administrative misdemeanors, their corpus delicti, problems of administrative
recoveries, jurisdiction of administrative cases and jurisdictional practice
and many others. That’s why the key questions should be the following:

« formation of conceptual approach to administrative misdemeanour
as to tort which is against social relations in the sphere of public
administrative;

o taking out from administrative and legal regulation the torts of
criminal-legal and civil-legal nature;

e recognition the agents of administrative misdemeanours both
individuals and juridical persons;

e putting into the basis of administrative responsibility the principles
of impartial attitude to a guilt;

e exclusion of common courts from a number of agents which have
the power to try and decide a case about administrative misdemeanours;

e disposition about administrative misdemeanours only through
administrative procedure;

e improvement the system of administrative recoveries by the
following way:

a) exclusion from it the measures of constraint inherent in criminal

law and private law;

b) including to it the recoveries eligible by the necessity of

organizational influence on juridical persons.

» maintenance of traditional approach to codification of administrative-
tort legislation, which provides for uniting into single Code both material
and procedural norms.

It should be noted that the author of this article expresses his own
opinion. He doesn’t pretend to complete analysis of administrative-tort
problem. In connection with it we propose to consider this problem in
polemic aspect, with subsequent discussion of the issues concerning the
domestic reformation of administrative-tort legislation.
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Typorcin T. Konyenmyanwni 3acadu pegropmysanns 6imuusHAn020 AOMIHICHPAMUBHO-
0eJliKIMHO020 3aKOH00aécmaa.

Ilocmanoska npoonemu. OOHUM 3 NEPUIOHEP2OBUX 3AX00I8 GNPOBAONCCHHS
Konyenyii aominicmpamuenoi pegpopmu 6 Vkpaini € xapOunaibHe OHOGNCHHS GIMYU3HS-
HO20 AOMIHICMPAamueHO-0eliKMHO20 3aKOHO0A68CMEd Ma nepe2isd KOHYenmyaibHux 3acao
8ION0BIOANLHOCI 34 AOMIHICMPAMUGHI NPOCMYNKU, WO € HAUOLIbW NOWUPEHUM DI3HO-
sudom npagonopyutensv. Lle 3a80annsa nepedbauac po3pooOieHHs WUPOKO20 CNeKmpy npa-
806UX, Op2aHI3AYIUHUX, IHOpMaYiliHUX ma HWUX 3ax00i8, Hacamnepeo, QOPMYBAHHSA
MiYHO20 HAYK08020 NiOTpYHms. Addce 6e3 IPYHMOBHO20 AHANI3Y, CUCMEMHO20 NiOX00y i
MmeopemuyHUx HANPaylo8aHbL HEMONCIUBO eupobumu egexmugHy cucmemy Oiti ma
cmeopumu HAdilHUL Mexanizm ix peanizayii.

Memoro cmammi € po30oy008a HAYKOBO-MEOPEMUUHUX NIOBATUH PedOPMYBalHs
BIMYUSHAHO20 AOMIHICMPAMUBHO-0ENIKIMHO20 3AKOHO0ABCMBA MA YOPMYBAHHSA KOHYENNYAlb-
Ho2o abpucy Kooekcy Yxpainu npo aominicmpamueni npocmyniu.

Pesynomamu oocnioxcennsn. Ha cvoco0ni npasosi ma opeanizayiini 3acaou
8ionogioanbHocmi 3a aoMinicmpamueni npocmynxu eusnauaromocsi Kodexcom Ykpainu
npo aominicmpamusni npagonopyuienus (KYnAIl), skuii 6ye npuuuamuil we 3a
paosincokux uyacie — y 1984 p. Lle 3ymo6m0€ wiupoxke Koao npobiem, NO8 S3aHux i3
3acmapinicmio nonodxcens Koodexcy ma ix HegiOn0GiOHICMIO HOBUM peanisiM CYCHIIbHO20
orcumms. Peeynapui cnpoou ownoenenns KYnAIl manu Hey3eoOdcenuti i HenocnioosHuil
Xapakmep, a 6i0maK He NPUHecIU KApPOUHANbHUX 3pyuieHsb y Oopomwvbi 3 aomiHicmpa-
MUBHOI0 Oenikmuicmio. Apxaiuna KOHYenyis ma eKneKmudHiCmy IHCIMUmymy aomMiHiCmpamus-
HUX NPOCMYNKIB, PO3NOPOULEHICINb HOPMAMUBHO20 MAMEPIATY, N0IKO-IOPUOUYHI NOSPIUHOCTI
3AKOHO0ABYUX NONONHCEHb, De3CUCEeMHICb 3AKOH00A8UUX Hosel — yci yi npobremu, 3
00HO020 OOKY, 3MYULYIOMb KOHCIMAMY8amu 2iubOKy Kpuzy pe2yio8ants aOMiHICIMpamueHo-
OenikmHux GiOHOCUH, 3 [HWO020, — C8l0uamv Npo HeobXxionicmov npuunamms Koodekcy
Yxpainu npo aominicmpamueni npocmynku sik RPUHYUNOBO HOB020 KOOUPDIKOBAHO20 aAKMA,
WO IPYHMYEMbCA HA 3acadax 3aKOHHOCMI, BepXO8EHCMEA Npasd, CNpaseoausocnii,
2YMAaHizMy, He8i08OPOMHOCII 8i0N0GIOANbHOCIE MOWO.

Bucnoeéxku. Ha ocnosi 3000ymKié aOMIHICMPamueHO-npagosoi HAyKu ma
NO3UMUBHO20 00CBIOY 3aPYOINCHUX KPAIH BUSHAUEHO, WO 8 OCHO8Y pehopMy8ants aOMiHic-
MPamueHo-0elikmHo20 3aKoHooascmea (30kpema, npuiinamms Koodexcy Ykpainu npo
AOMIHICMpamueni nPoCMynKu) maome Oymu NOKIAOeni maxi ioei: euneceHHs Oenikmis
KPUMIHANbHO- MA YUBIILHO-NPABOBO20 XAPAKMepPY 3d MeXci a0MIHICmpamueHo-npagosoi
peznamenmayii; UHAHMS CyO €EKMamu AOMIHICMPAMUBHUX NPOCHYNKIG K (DIZUUHUX, MAK
i 1opuduyHux ocib; 00’cKkmusHe CMAGIEHHs Y GUHY, NO3ACYO0BUN pPO321sl0 CRpA8 Npo
AOMIHICMPAMUGHI NPOCMYNKU, ONMUMI3AYIL cucmemMu aOMIHICMPAMUGHUX CMSCHEHDb,
MAKCUMATbHO NOBHA KOOUPIKAYISE AOMIHICMPAMUEHO20 3AKOHOOABCMEA.

Kniouogi cnoea: mybGiaiuHe aaMiHICTPYBaHHS, NPaBONOPYIIEHHS, MPOCTYIIOK,
BiJINIOBiTAJTEHICTb, FOPUCIMKIIIS.
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THEORY OF "RATIONAL CRIME"
AS THE BASIS OF NATIONAL
ANTI-CORRUPTION STRATEGY

The approaches to the formation of anti-corruption strategies were analyzed and the
factors that negatively affect their implementation were identified. On the basis of the
theory of "rational crime” by G. Becker strategic directions for the construction of
relationship of integrity and anti-corruption policy development in Ukraine were proposed.

Keywords: corruption, national anti-corruption strategy, the theory of "rational
crime," corruption prevention and counteraction.

Conoeves B. Teopusa "payuonanvnozo npecmynienusn'’ Kak nouea HAUUOHANbHOU
AHMUKOppYRuUonHoU cmpamezuu. [Ipoananuzuposaivl n00Xo0bl K (BOPMUPOGAHUIO AHIMU-
KOPPYNYUOHHBIX CIMpame2uil U Gbls6leHbl (haKkmopbl, KOMOpble He2AmueHO GIUsION HA UX
peanuzayuio. Ha ocrnose nonoocenuti meopuu "payuonanvrnozo npecmynienusn” I'. bexkepa
nPeOodicebl Cmpameuieckue HanpagieHus pa3eumus OmHoueHUul 000ponops00YHOCMU
U pazpabomku AaHMUKOPPYNYUOHHOU NOAUMUKY 8 YKpauHe.

Kniouesvie cnosa: xoppymuus, HallMOHANIbHAs aHTUKOPPYNLUOHHAS CTPaTErus,
TeopHus "paliOHAIBHOTO MPeCTyIUIeHN", MPeIoTBpaIlleH!e H NPOTUBOACHCTBUE KOPPYIILIHH.

Background. Corruption in Ukraine, which has long been turned into
a "chronic evil", has signs of systemic effects, the negative impact of which
extends to all areas of public life. Despite the adoption of new anti-
corruption laws and appropriate subordinate legislation, the level of
corruptibility in Ukrainian society is critically high, which is a priori makes
impossible to effectively implement the reforms initiated by the President of
Ukraine, and threatens the national government security.

This requires immediate actions, including the development of scientific
and theoretical foundations for the implementation of efficient mechanisms
not only combating corruption by strengthening the accountability of
perpetrators of corruption, but also reduction of the risk of its rise and
prevention through the development of the national integrity system.

Analysis of recent research and publications. The basis for this
article were the findings, theoretical statements set out in the works of such
national scientists as M. Melnyk, E. Nevmerzhitsky, S. Stetsenko [1-4] and
others, as well as the results of studiesof G. Becker, D. Hellman, D. Jones,
D. Kaufmann, S. Rose-Ackerman, R. Klithard [5-9] and other foreign
scholars who studied corruption in its various forms and aspects.
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During the studying of the mechanisms of preventing and counteracting
corruption the works of such scientists as T. Popchenko, A. Prokhorenko,
S. Seregin [10—-12] and others became very useful.

Despite a number of scientific works and publications devoted to
corruption topics that deserve a positive assessment, the issue of developing
an adequate to modern realities scientific and theoretical basis for the
implementation of mechanisms for the realization of the disposition of the
Law of Ukraine "On Principles of Preventing and Counteracting Corrup-
tion" [13], of the National Anti-Corruption Strategy for 2011-2015 years [14]
are currently insufficiently studied.

The aim of the study is a theoretical justification of provisions of the
national anti-corruption strategy. To achieve the goal the following objectives
are set: to analyze the approaches to the formation of anti-corruption strategies
and to identify factors that affect the implementation of the national anti-
corruption strategy; to identify major shortcomings in the relationship of
virtue in Ukraine, to offer strategic directions of their development and the
elaboration of anti-corruption policy on the basis of the theory of "rational
crime" by G. Becker.

Results. A manifestation of determination and political will to
counteract corruption of the President of Ukraine is his proposal of anti-
corruption legislation and a relevant package of legal acts. The adoption in
2011 of the relevant anti-corruption law and strategies, making the
appropriate changes and additions to a number of legal acts was the turning
point in the reform of the national anticorruption legislation. However,
according to international experts’ opinion, the grave disadvantage is its
failure to comply with the provisions of the Convention [15], in particular
Art. 26, which imposes liability for corrupt law-violation.

As is generally known, the national anti-corruption strategy is a legal
act that outlines priority areas, solutions to the problem of corruption and
defined goals. In order to achieve them there exist a clear program of specific
anti-corruption measures. Development of a national anti-corruption strategy is
seen as one of the ways of organization of joint efforts of the state and
society to prevent and to oppose corruption. The priority areas of anti-
corruption policies defined by the Strategy [14], include identifying and
eliminating conditions that promote or could contribute to corruption and
also preventing attempts to create them. The basic principles of its
implementation are giving priority to preventive anti-corruption measures. It
is foreseen that the strategy will be implemented through the development
and adoption of the State Program on Preventing and Counteracting
Corruption for 2011-2015, which corresponds to the structure of the
Strategy and will include a list of activities, amount and sources of financing,
expected results, indicators, deadlines, responsible executors as well as
partners in the implementation of measures.
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Requirements and standards of the Strategy are not set internationally,
and the following factors are usually taken into account during its formation
and implementation: the relevant best practices accumulated in the country
and abroad; historical background, national characteristics and specificity of
society development; political environment, economic and social factors;
the extent of corruption coverage; the development of public and private
institutions, their financial backstop and peopleware, the ability to effectively
fight corruption and so on. As a result, in the world there are different
approaches to developing strategic legal acts to resist corruption and to
implement them. Thus, the strategic anti-corruption legal instrument in the
Russian Federation (RF) is the National Strategy for Combating Corruption,
adopted by the Presidential Decree of April 13, 2010, Ne 460 [16].

Comparing Russian and our national anti-corruption strategy, the
benefits of the first is the fact that along with the strategy the National Plan
for combating corruption was approved by. Serious shortcomings of both
Russian and domestic anti-corruption strategies can be considered the fact
that their projects were not discussed previously with the public and
international experts. Analysis of Russian anti-corruption strategy allows
selecting other conceptual drawbacks, including: ignoring international
standards and guidelines on access to the information; "blur" in formulating
of expected results, course of activities, mechanisms for implementation,
monitoring and reporting on certain areas; drawing only the executive
branch of government to the implementation of the national strategy and others.

According to the international experience, the effective institution
combating and preventing corruption is a national integrity system, which
consists of key institutions of state power, which fight against corruption.
The effectiveness of countermeasures is to a large extent determined by the
design and implementation of anti-corruption policy grounded on scientific
and theoretical basis which is adequate to modern conditions of social
development (figure 1).

Success of strategies of building up relationship of integrity and anti-
corruption policy is determined primarily by the political will of the
leadership of state as well as by consolidation of efforts of the legislative,
executive and judicial branches of government, systematic character of
relevant measures developed and implemented by them. As the domestic
and international experience shows, in case of shortage of at least one
component, the process of implementation of anti-corruption policy
becomes complicated, if not impossible.

The confirmation of this can be the excursus to Ukraine's inde-
pendence, during which series of concepts, programs and regulations were
passed to combat corruption, and none of them gave the expected results.
Thus, the analysis of the Concept of fighting corruption for 1998-2005,
approved by the Decree of the President of Ukraine on April 24, 1998,
Ne 367/98, [17] and the Concept of combating corruption in Ukraine "On
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the Way to Integrity" approved by the Decree of the President of Ukraine on
September 11, 2006, Ne 742/2006 [18], indicates the relative quality of the
provisions of the anti-corruption activities. However, analysis of the outcomes
of these concepts gives rise to state low efficiency and effectiveness of their
implementation in practice: according to the annual data surveys carried out
by national socio-logical services, and the results of expert examination of
international organizations, levels of perception and extension of corruption
in Ukraine remain consistently high, approaching the critical point.

Strategies for building up
relationship of integrity and the

PROBLEMS main directions to develop anti-
corruption policy in Ukraine
Inadequate public awareness of the Engaging the public to active
negative consequences of corrup- | participation in the corruption
tion on social development | prevention and counteraction
[ I

Shortcomings in the implemen- Increase in transparency of
tation mechanisms of state officials decision-making by high-ranking
granted them power, gaps in pre- officials as well as responsibility
venting and eliminating the causes p{ for corruption by raising the pro-

that give rise to corruption bability of detection and the onset
of inevitability of punishment in
case of committing it

Figure 1. Matrix of problems and strategies for building up relationship
of integrity, areas of development of anti-corruption policy in Ukraine

The foregoing confirms that the key flaws in combating corruption in
Ukraine are the problems, referred to figure 1. In this context, it is necessary
to agree with the position of M. Melnyk on the necessity of development of
anti-corruption policy by increasing the risk of committing a corrupt act and
reducing preconditions for corruption [1, p. 285]. This position is consistent
with the proposed ways of building up integrity and reducing the risk of
corruption rise.

The theory of "rational crime" worked out by Gary Stanley Becker,
professor of the University of Chicago is proposed to consider the research
and theoretical basis for the development of anti-corruption measures and
building integrity. The main statements of this theory are described in the
publication "Crime and punishment: an economic approach " [5, p. 169-217],
for which G. Becker received the Nobel Prize in 1992. Nowadays economic
models of human behavior offered by G. Becker are classified as classical
theories. They are the basis for scientific research, development of new
directions of economic theory, in particular the economy of discrimination,
human capital theory, crime economics and so on.
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Looking in more detail the theory of "rational crime", at first glance, it
is rather difficult to find a correlation between economic risk and criminal
behavior of a corrupt person. In addition, the term "risk" is mainly used in
economics, finance and means awareness of the possibility of danger, loss,
failure in some business, and is understood as the act in the hope of achieving
success, positive outcome. However, G. Becker argues that committal of
corrupt offense is nothing but a weighted under risk and uncertainty choice
and adoption by the criminal of "investment decision". In his opinion,
corrupt person is a psychopathological individual and social life victim, as
well as the "rational investor", economist-analyst, who thoroughly compares
the benefits (profit, advantages, benefits of the crime) and threats (negative
consequences that may occur as a result of the crime and the likelihood of
bringing him to justice) before committing offense, which, in fact, is the
cornerstone of G. Becker’s theory. This gives reason to believe that the level
of corruption of officials depends on the ratio of current benefits (tangible
and intangible) to potential corrupt individuals. This level is determined by
the difference of profits from legal and illegal activities, the likelihood of
exposing crime and incurring punishment, the severity of punishment and so on.

"Investing" of corrupt officials who "reasonably" respond to current
opportunities, limits as well as the probability of punishment is entirely
predictable. Phased commitment of "rational crime" by corrupt person has
a certain sequence (figure 2). Conventionally following this algorithm, the
potential corrupt individual consciously decides to commit corruptive
offense or reject it: if the benefits prevail over the losses from crime, there
appear prerequisites for its perpetration for him.

e TS

i 1. Analysis of existing 1 | 2. Analysis and prediction |
! possibilities, forecast of 1 ) of potential risks, hazards, |
' supposed pfersonal benefit, | - —-:: losses, suffer defeat (in the |
1 profit, positive result.s from: / :: case of disclosure of
! an act of corruption ! L :: corrupt offense) !
1 | —— ————_ e __ 1
f Pre - ~o
\ ’ AN
N "J’ Cycle of rational \
\ corruptive crime /’ >~
\ N - . v \
~ ~
e ~~___ S R
A

3. Evaluation of possible
"for" (getting benefits,
advantages) and "against"

(incur losses, damages, |
penalties) and the adoption |
of the decision '

4. The implementation

of the decision to
commit a corrupt offense|
or abstain from it |

Figure 2. Scheme of rational stages of corrupt crime
(developed by G. Becker [5])
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According to the theory of G. Becker there are two key factors which
determine the behavior of corrupt officials, either restrain them from
committing or, conversely, lead to the corruptive offenses [5, p. 170-209]:
moral and ethical condemnation of corrupt behavior that is socially
determined — the realization that corrupt actions contradict the established
rules of morality, ethics, and the inevitable negative attitude, condemnation
of the corrupt person from the public (when committing his crime and
incurring penalties); fear of exposure and the onset of the inevitability of
punishment for the perpetration of corrupt act committed with appropriate
consequences — a threat of imminent prosecution and severe penalty of
confinement (imprisonment), confiscation of illegally obtained profits.

Coincidence of three circumstances leads to dissemination of
corruption, namely:

e concession of a large discrete power to an official as to making
personal important decisions, giving rise to high and minimum justifiable
level of income from corruption;

e low level of responsibility, giving rise to a low level of risk and
expected losses;

e corruptibility of the system of state bodies, which are aimed at
preventing and combating corruption, thus avoiding or reducing liability for
corrupt offenses.

Considering stated above, it is necessary to admit that building up
relationship of integrity and developing policy to prevent and combat
corruption should take place in two orientations (figure 3):

e reducing the potential advantages and benefit from corruptive
behavior (reducing the minimum justified level of income);

e increase of expected losses (increasing level of maximum justified
potential losses), which can be compounded in such a way:

Expected losses = moral burden + expected punishment

where the expected punishment = probability of exposure x probability of conviction if
the exposure x punishment.

The implementation of the above stated approach to building up and
developing anti-corruption measures should lead to changes in the behavior
of officials that will result in reduction of losses incurred by the society due
to corruption. Scheme analysis presented in figure 3 also gives rise to the
grounds to refer measures of improving transparency, accountability and
responsibility of officials to priorities of anti-corruption policy. Within this
analysis we should pay attention to:

e the introduction of ethics among officials, that will increase the moral
condemnation of corruptive behavior and reduce the potential benefits of corrupt
actions (this includes the introduction of codes of professional ethics and
conduct, taking of anti-corruption awareness and educational activities, etc.);
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e increasing the standards of transparency and openness in the
activities of public authorities, which increases the likelihood of exposure of
corruption committed by officials and punishment they incur; transparency
in decision-making minimizes the possibility of making individual decisions,
reducing the potential benefits from corruption;

e raising standards of accountability and responsibility through a legal
settlement and reform of enforcement policy and judicial system that will
increase (in the case of exposing corruptive crime) chance of making an objective
verdict of guilty and punishment (increasing the probability of punishment
for corrupt behavior).This will ultimately lead to higher expected losses and
reduce of potential sources of income from corrupt offense.

A

The
monetary Adoption of measures /
equivalent to reduce benefits
of benefits from corruption / Expected
and losses | The potential losses
benefits
Adoption of measures
to raise losses from
Reduction | — ~N S 1 corruption
of the level |
of losses N
from 7 :
corruption ~ |
- |
@ T
| e —_—
|
|
[ | L
Reduction of the number of corrupt acts Corrupt acts

Figure 3. The scheme of building up relationship of integrity and developing
strategic policies to prevent and combat corruption
(In theory of G. Becker [5, p. 182])

Conclusion. The obtained research results allow to state that the
development of system of integrity and reducing the risk of corruption has
to become a "foundation" for preventing and combating corruption. It was
determined that the main imperfections in the relationship of virtue in
Ukraine are: inadequate public awareness of the consequences of corruption;
shortcomings in mechanisms of implementation by state officials granted
them authority as well as in mechanisms of prevention and elimination the
causes that give rise to corruption.
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On the basis of the analysis done we can offer the following strategic

directions of building up relations of integrity and anti-corruption policy
development: the involvement of public in active participation in the pre-
vention and combating corruption; enhancing transparency procedures of
decision-making of high-ranking officials as well as responsibility for
corruption by increasing the probability of crime clearance and the inevi-
tability of punishment in the event of its perpetration.
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Conosiioe B. Teopia "pauionanvnozo 3nouuny' Ak niOrpyHmsa HauioHAAbHOT
AHMUKOPYRYIiHOT cmpamezii.

Ilocmanoska npoonemu. B Yipaiui oouicto 3 npobnem, wo nompedyioms Hegio-
KIAOH020 BUDIUEHHs, € Kopynyis, AKA AGNAE 3HAYHY 3aA2po3y OeMoKpamii, peanizayii
NPUHYUNY 8EPXOBEHCMBA NPasd, COYIanbHOMY Npocpecy, HayioHANbHIl be3neyi, CIMaHO81eHHIO
2POMAOAHCHKO20 CYCRINbCMEA. 38adcaiodu HA ye, npiopumemamu 0epiHcagHoi NOTIMUKU €
cmeopentst 0iegol cucmemu 3ano0ieants Kopynyii, eekmuena npomuois KOPYRYIUHUM
ABUWYAM, BUABTIEHHSL IX NEPedyMO8 Ma NOOONAHHSL HACTIOKIE.

Peanizayis yiei memu Hemooiciusa 0Oe3 IPYHMOBHO20 GUBYEHHS COYIANbHO-
EKOHOMIYHUX aACneKkmie KOpynyii ma ¢hopmy8aHHs Ha Yill OCHOBI MEOPEemuyHux 3acad
HaYiOHALHOI aHMUKOPYNYIUHOI cmpamezii.

Memotro cmammi € inmezpayis HaAyKosux ioeil 8UOAMHO20 AMEPUKAHCHKO20 8UEHO20
I'. C. Pexkepa 6 HayioHanbHy OOKMPUHY 60pomvOU 3 KOPYNYIEro.

Pe3ynomamu docnioycenna. Ha ocnosi ananizy meopii "payionansvroco 3104uny”,
pospobnenoi I. C. Bekkepom, SUSHAUEHO YUHHUKU, SIKI OemepMIiHylomb KOPYRYIUHY NO-
8€0iHKY Cy0’€Kmi6 81AOHUX NOBHOBAXCEHb A CHPUAIOMb NOWUPEHHIO KOPYRYii 8 ynpas-
JIHCbKOMY cepedosunyi. BcmaHosneHo, wo OCHOBHUMU HANPAMAMU HAYIOHANbHOI aHmu-
KOpynyiunoi cmpamezii YKpainu maoms cmamu 3HUdNCeHHs: ROMEHYIIHUX U200 i nepesae,
00YMOBIEHUX KOPYNYIUHOIO OISIbHICMIO, A MAKOJIC AKMYANi3ayis noe sI3aHuX 3 Helo PUSUKIE
(6UKpumms, NOKApPaHHs, 0CY0 2POMAOCbLKOCMI mowjo). Y pamxax yux cmpameiunux
HANPAMI8 NPONOHYEMbCSA 30IUCHUMU KOMNIEKC 3aX0018, CNPAMOBAHUX HA 3ANPOBAONCEHHS
cucmemu 000pouecHoi nosediHKu nOcadosux ocid, NiOBUWEHHA CIMAHOAPMIE NPO30POCHi
ma 8IOKpUmMocmi 8 OIAIbHOCMI OpPeaHie 0epiCcABHOT 81a0U, B00CKOHANICHHS NPABOBUX Md
OpeaHizayitiHux 3acad npomuoii KOpynyii.

Bucnoeku. [losedeno, wo enposadicenns meopii I. C. bexxepa 003601ums icmomno
niosuwumu  ehekmuenicms HAYiOHATLHOI  AHMUKOPYNYIIHOI Noaimuky ma odocaemu
NOMIMHO20 npoepecy 8 6Opomuv0Oi 3 KOPYNYIIHUMU AGULYAMU.

Knwuoei cnosa: xopynyisa, HayioHanvHa anmuKOpynyiuna cmpameeis, meopis
"payionansvrozo 310uuny", 3ano0bicanns ma npomuodis Kopynyii.
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THE NATURE OF ECONOMIC
LAW AS A BRANCH OF LAW

It is investigated the problems, that are connected with the definition of the legal
nature of economic law and its role in the legal system of Ukraine. It is observed the features
and correlation of Civil and Economic Codes in Ukraine. It is suggested the proposals for
decision collisions between separate norms of these codes.

Keywords: legal system of Ukraine, branches of law, legal nature of Economic
law, decisions of legal collisions.

Kpynka KO. Ompacnesas npupooa xo3aiicmeéennozo npasa. Hcciedosanvi 60npochi,
CBsA3aHHbIE C OnpedesieHueM HPABoBoll NPUPOObL XO3AUCMBEHHO20 NPABA, €20 MeCmd 8 cucmeme
npasa Yxpaunvl. Paccmompensi ocobennocmu u coomuouserue I paxcoanckozo u XosaiicmeeH-
HO20 KO0Oexco8 YKpauHvl. BHecembl npeonodcenus no paspeuleHuro KOLIUUL MeHcoy
OMOENbHBIMU HOPMAMU IMUX KOOEKCO8.

Kniouesvre cnoea: cucrema npasa YKpauHbl, OTPaciu Ipasa, paBoBas IpUpoja
XO3SIICTBEHHOT'O NIpaBa, Pa3pelleHUe IPABOBBIX KOUIU3UI.

Background. In the complex of today's issues in economic law, there
is a fundamental question in relation to confession the economic law as an
independent branch of law, and also determining it in the legal system of
Ukraine. In relation to it, there are different consideration and positions in
domestic legal science, maintenance and the key of that is determined, first
of all, by belonging different legists to civil or economic legal schools.

The decision of this question has not only the theoretic and cognitive,
but also practical value, as it creates pre-conditions for the removal of
collisions between the norms of the different branches of law, contiguous
(straight or mediated) with adjusting relations in the field of manage.

The analysis of the last researches and publications. Although the
scientific works of S. Alekseev [1, p. 23-45], 1. Kras'ko [2, p. 34-40],
V. Laptev [3, p. 61-69], V. Mamutov [4, p. 19-24], O. Pushkin [5, p. 28-35] and
other are devoted to the range of problem in the determining the legal nature
of economic law, however the only position is not attained up to this day. At
these terms, it appears the necessity of continuation the scientific discussion
of the marked problem.

The conditioned purpose is resulted from the article, which relies on
the definition of legal nature of economic law and its place in the legal
system of Ukraine.
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Results. In relation to the mentioned problem, two principal terms
were formed among the representatives of economic law school. The
supporters of the first (I. Kras'ko, V. Laptev, V. Mamutov, I. Pobirchenko and
other) examine an economic law as an independent branch of law, that has
nothing in common with other branches. However, an economic law, as
O. Vinnyk noticed justly, as it is the specific phenomenon, but related to
other branches of law (civil, administrative, financial, land, labour and
other) [6, p. 50]. So, most property relations in the field of managing are
regulated by the norms of civil law.

According to it, researchers of theory of the state and law stress on
relative independence of the branch of law [7, p. 241-242]). Khalfina considers,
that an attempt to convert branches into close, isolated, self managing
systems conflicts with the objective necessity of permanent expansion inter-
branch connection, that are the conditional process [8, p. 179-181].

In accordance with the second position, an economic law is the
complex branch of law and it combines the legal norms of the basic
branches of law, that regulate economic activity (O. Pushkin, S. Alekseev,
V. Scherbitina, O. Vinnyk).

Thus, in the field of a ménage, special norms and institutes of
economic law (institute of defense of economic competition, institute of
bankruptcy, institute of state registration of business entities, etc) operate
also with the norms of other branches of law.

Such position is based on classification of the branches of law, offered
by S. Alekseev, who distinguishes from their number the profiling (primary,
fundamental), special and complex formations. He takes a constitutional,
administrative, civil law to the first, because these branches concentrate the
essential legal model and primary legal facilities, and that is why they form
a legal kernel and legal basis of maintenance of all branches of law. On his
opinion, the special branches are the branches, which legal models are based
on the models of profiling branches. Thus is marked on, that they play a no
less important role in the meaningfulness of society life. Such branches can
rely on the mode of the centralized (financial law) or decentralized type
(family law). And they don’t recreate them simply. Speech goes that the
special branches create the special legal mode, which finds expression in the
special method of adjusting and major in the special status of subjects. In
turn, for complex branches (economic law) "repeatedy” of participating in adjus-
ting is a characteristic feature. It takes place here the doubling of the structure
association of profiling and special branches inherent to complex branches.

S. Batryn notices in this connection, that to examine an economic law
as a complex branch of law, means to erect economic law to the set of
heterogeneous relations (as the object seems not to have homogeneity), that
don’t have an initial legal kernel, they are not systematized and don’t have
present integrity and unity, and tear permanent copulas in the legal system.
But it does not respond to reality. On such conditions, it should be asked
what kind of role economic law is played and why it is needed as a specific
part of a legal system. Thus, the complex branches of law do not exist in
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such consideration. Taking into account this, S. Batryn can not agree with
the conclusion of S. Alekseev, that there are branches, which form the own
legal mode (profiling and special branches) and complex branches (that, to
all appearances, do not formed, but repeadly use stranger tools). S. Batryn
considers, that the branch exists as relatively independent (thus, it is
possible to carry out the division into fundamental and special branches at
the theoretical level) or it is not in the legal sense at whole [11, p. 94].

Along with other independent branches of considering domestic economic
law administratyvisty [12]. V. Milash also acknowledges an economic law as
an independent branch of law. On her opinion, this branch of law is the
special system of rules that derive both from state (imperative and dispo-
sitive rules) and from the participants of relations in the field of a menage
(from micro norms to local norms). Via these rules, the legal influence is
carried out on the relations that appear between the subjects of economic law
during the organization and undertaking the economic activity and it is
necessary for carring out an effective functioning of economic turnover and
social direction of public production with the purpose to adopt and assist to
the public economic order [13, p. 15].

Civil lawyers (O. Ioffe, S. Bratus', R. Khalfina, G. Matveev, Yar. Shev-
chenko, A. Dovgert and others) adhere to negative position and they consider
the economic law as not independent branch of law, but the simple com-
bination of civil legal and administrative legal rules, that operate in the field
of a menage.

However, "managers" deny, economic legal relationships, as integral
educations can not be decomposed on civil legal and civil administrative
ones. In addition, economic law has, considerable on a volume, its own
normative material, that consists of legal norms and institutes, which belong
neither to civil nor to administrative laws [14, p. 50].

On opinion of "managers", the institutes of defence of economic com-
petition, bankruptcy and other belong to such institutes, which stipulated the
selection of economic law into separate branch of law. However, if we
analyse normative composition of these and other institutes of economic
law, it will appear obvious and irrefutable the fact, that they include the
norms of different branches of law (administrative, civil, economic procedural
laws and other) and thus, they are complex inter-branch institutes. The last
answers to the general thesis (conclusion) of civil lawyers, that an economic
law is not branch, but inter- branch formation [15, p. 119-131].

Thus, an economic law can be examined as complex inter-branch
formation, which is based on its own qualitatively homogeneous base of
economic relations. However, it is inwardly consolidates and homogeneous
legal system with the legal mode (this inherent to the profiling branch of law)
and uses for adjusting economic relations its own legal tools (principles, methods
(in particular method of equal submission of economic legal subjects to the
public economic order) and the tools of other branches (in particular, non-
mandatory and imperative methods).
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In the context of examined range of problems, the question of decision
of correlation Civil and Economic codes in Ukraine is actual one. A. Bobkova
considers that it follows from confession correlation of the Commercial and
Civil codes as the special and general laws, which have equal juridical
force. Obviously, that Economic code of Ukraine (farther ECU) as the
special law does not regulate and can not regulate property and individual
unproperty relations in general, as it is functions of Civil code of Ukraine
(father CCU), but the priority belongs to ECU at adjusting of features in the
field of a ménage, that derives from the norms of both codes [16].

Examining the problems of property relation differentiation, those are
the subjects of adjusting of Civil and Economic codes, V. Rotan' marks, that
essence of correlation of their effect is shown in part 2 art. 9. CCU.
According to that, all property relations are based on legal equity, free will
and property independence of their participants and are regulated by the
Civil Code (part 1 art. 1 CCU) and part 2 art. 9. CCU assumes possibility of
legal establishment of features of adjusting of such property relations in the
field of a ménage so that the Economic Code of Ukraine is such kind of law.

In particular, ECU can set the features of adjusting of the part of there
relations, that are folded in the field of a menage. Rotan' specifies that, with
accordance to the logical correlation of general and special provision of
legislation, judicial practice always gave advantage to the special terms,
when there were contradiction between position of legal acts during legal
usage (if legal force of acts, in where these terms are formulated, is identical).

As ECU sets the features of adjusting of property relations in the field
of a ménage, its provisions subject to the overwhelming application to these
relations. Provisions of ECU to the last will be used in conditions, if CCU
does not decide the appropriate questions. Part 2 art. 9 CCU comports with
part 2 art. 4, which envisages the possibility of deciding the features of
property relations by economic code. This coordination of two codes in
defining the correlation of spheres of effect in Civil and Economic codes
puts under a doubt provision of the second indention in part 1 art. 9 ECU.
According to the indention, property and unproperty relations, regulated by
CCU, are not the subject of ECU regulations [17, p. 3].

Thus, part 1 art. 175, part 7 art. 179, part 5 art. 182 and other articles
of ECU point into the regulation of property relation by CCU with
considering features of Economic code. Consequently, according to the
general rules, those are set in part 2 art. 9 CCU, part 2 art. 4 and special
rules of ECU, these two codes are correlated as such, that formulate general
(Civil Code) and special (Economic Code) provisions and regulate property-
economic relations, that emerge between participants of property relations
during the realization of economic activity.

Thus, a substantive provision, that Civil lawyers lean on, is, that ECU
has the matter of special law in the sphere of legal regulation those property
relations, where a participant is a subject of ménage and ECU has the
meaning of general law in considering to adjusting of the relations. In
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addition, the provision means, that the appropriate legal rules can be applied
by analogy to economic and property relations, which are not regulated by
ECU [18, p. 16].

In accordance with that A. Nyzhnyi notices, that authors automatically
define distribution of the Civil Code operations on economic relations
determining correlation of the Civil and Economic Code as a general and
special normatively-legal acts even though CCU is as general (unpriority)
act. However, in such case, ECU as a special act is automatically carried to
the system of normative act, where ECU plays general role i.e. to the system
of acts of civil legislation. And that is why the effect of part 1 and part 2 art. 4
of Civil Code spreads on Economic Code as a special act of civil legislation
According to this article, the main act of civil legislation in Ukraine is CCU
and other laws in this field (including ECU) are adopted in accordance with
the Civil Code [19].

However, as it is caught out, there are not sufficient grounds to
consider the Commercial Code as the act of civil legislation, as it has its
own subject of adjusting, which is different from the subject of adjusting of
the Civil Code. According to the art. 1, ECU this Code determines basic
principles of ménage in Ukraine and regulates economic relations, which
appear in the process of organization and realization of economic activity
between the subjects of menage, and also between these subjects and other
participants in relations in the field of a ménage. Thus, economic relations
are characterized by specific maintenance (combination of illegal and public
relations). It allows the representatives of economic and legal conception to
defend position according to that; economic relations are regulated by the
separate branch of law because of their specification [20, p. 34].

Coming from the stated, it is possible to confirm, that ECU is not
special law in relation to the civil code; it is general code in the field of
ménage, which contains the complex of interrelated civil legal and public
norms, which regulate economic relations, which arise up in the process of
organization and realization of economic activity.

As S. Ten'kov justly notices differentiation between codes shouldn’t
rely on principle "general" for CCU and "special" for ECU; it should
enplane competition of separate norms of these codes. Both the "general"
Civil Code can contain the special norms and the "special" Economic can
include general norms [21]. Thus, according to part 2 art. 4 of the Civil
Code, civil legal norms of the Commercial Code must not contradict
corresponding provisions of CCU. This approach allows to define the
spheres of the Civil and Commercial Code effects and to decide collisions
between the norms of these codes.

Many collisions, which are related to differentiation of spheres of the
commercial and Civil Code effects, can be decided by correct interpretation
of appropriate norms. Y. Smolin marks consequently, that for example, it is
possible to discuss to what branches of law agreements taken to, which is
messaged both in Civil and Economic Code instead of defining legal
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personality of parties and the aim of conclusion of the treaty. Obviously, if
the contract of purchase or the contract for delivery is drawn up to satisfy
the needs of enterprises, it is civil and legal. If the contract is drawn up to
manufacture and sell the finished products, fulfill the work or provide
services with the aim to get a profit, it is economic and legal. If we speak
about the special capacity of legal entities, that is the subject of a menage
according to the art. 91 CCU, it is general for legal entities. And part 3 art.
55 ECU is special in relation to concrete subject of a ménage within special
economic competence [22, p. 34].

Conclusion. Foregoing proves, that determining the problem of correlation
the Civil and Economic Codes depends on definition of legal nature of economic
law and its place in the legal system of Ukraine and also it depends on
clearly distinction of objectives of correlation the Civil and economic laws.
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Kpynka IO. I'any3eea npupooa zocnooapcskozo npasa.

Ilocmanoexka npobnemu. 3anponoHosany HAyKosy pooomy NpPUCEAYEHO BUSHAYEHHIO
npasosoi npupoou 20Cno0apcbKo20 Npasa, to2o Micys 6 cucmemi npaéa Yxpainu. Bupiwenns
Yb020 NUMAHHA MAE He Julle MeopemuKo-nisHasaibHe, a il NpaKmuite 3Ha4eHHs, OCKilbKU
CMBOPIOE NepedymMosy O YCYHEeHHA KOMI3iU MidC HOpMAMU DI3HUX 2anysell npasd, 00-
MUYHUX (MPSAMO YU OROCEPEOKOBAHO) 00 Pe2ynio8ants GIOHOCUR Y cghepi 20Cno0apioganHs.

AHnaniz Haykosux oxcepen 3 06panoi memamuku ceiouums npo IOCYMHICMb cepeo
HAYKOBYIB-NPABO3HABYIE EOUHOL NOZUYIL WOOO BUSHAUEHHS NPABOGOT NPUPOOU 20CNOOAPCHKO20
npasa. 3a yux ymoe npoOoBdCEHHS HAYKOB020 002060peHHsI 3a3HAUEeHOI npobiemu €
AKMYAIbHUM MA POPMYE OCHOBY MEMU OOCTIONCEHHSL.

Pezynomamu docnioxncennsn. [Ipoananizoeano ocHoHI nioxoou 00 BUBHAYEHHS NPABOGOL
npupoou 20CnO00apcbKo20 Npaga 3 NOOAIbUUM O008E0eHHAM HeOOXIOHOCMI D038 A3aHHSA
3a3HaueHoi HAYKo8oi npobiemu wisxom kiacugikayii eanyseil npaed, 3anponoHo8aHol
C. Anexceesum, AKull UOKPEMIIOE 3 IX wucia npo@inoyi (nepeunti, GynoameHmanvhi),
cneyianvHi ma KOMRAEKCHI ymeopeHHs. 3 02140y HA ye, 20cnodapcvke npaso NPoNnoHyEMbCs
posanadamu K KOMIIEKCHe Midcaany3ede YMEOpeHHs, Wo TPYHMYEMbCA HA 61ACHOMY, AKICHO
O00HOpIOHOMY 0a3uci 20cnodapcokux GioHocun. Ilpome 60HO He € 6HYMPIWHBO KOHCO-
006aHOI0 1l OOHOPIOHOI T0PUOUYHOIO CUCIEMOIO 3 GIACHUM NPABOBUM  PENCUMOM,
NPUMAMAHHUM O RPOQINIoIOUUX 2any3ell npasa i 6UKOPUCHOBYE Olisi pe2yNiO8aHHs
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20CN00APCLKUX BIOHOCUH NOPAO 3 GIACHUM HOPUOUYHUM IHCMPYMeHmapiem (npuryunu,
Memoou, 30KpeMd, Memoo Di6HO20 NIONOPAOKY8AHHS CYO '€KMig 20CN00apcbKo2o npasd
CYCRIbHOMY 20CROOAPCHKOMY NOPAOKY) IHCMPYMeHmapiil iHwux 2anyseti (30Kkpema, Oucno-
SUMUGHUL A IMNEPAMUBHULI MemOoOu).

Bucsimneno numanus euznauenus cnisgionowenus L{usinonoeo i I'ocnodapcvkozo
Kooekcig Ykpainu. Ha niocmasi kpumuuno2o ananisy iCHyIOUux 8 1opuouyHill aimepamypi
nioxo0ig 0b6cmoemvcs no3uyisa, 3a sakow I ocnodapcvkuii KOOeKC € He ChneyianbHuM
8I0HOCHO L{uginbno2o KodeKcy 3aKOHOM, a 3a2aNbHUM 3aKOHOM Y cghepi eochodapiogantsi,
Wo Micmums KOMNIEKC 83AEMONO08 A3AHUX YUBIILHO-NPABOBUX | NYONIUHO-NPABOBUX HOPM,
SKI pe2yioronb 20CN00apCbKi BIOHOCUHU, WO SUHUKAIOMb Y NPoYect opeanizayii ma 30ilCHeH s
20CN00apcbKoi OISLILHOCMI.

Bucnoeku. IIposedene 0ocniodicentst Modice Cmamu CKIA00800 OLIbUL NOBHO20 PO3YMIHHSA
FOPUOUYHOL NPUPOOU 20CHOOAPCHKO20 NPABA Ma 1020 Micys 6 cucmemi npasa Yxpainu.

Knwuoei cnoea: cucrema mpaBa YKpaiHH, ramy3i mpaBa, NpaBoBa IPHPOJA
TOCITOIAPCHKOTO IMIPaBa, TPABOBI KOTi3ii.
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PROCEDURES SUBJECTS OF THE
CASES REGARDING VIOLATION
OF FREIGHT TRAFFIC SAFETY LAWS

The article defines the current procedure problems of the cases regarding
violation of freight traffic safety laws. Based on the legislation in force and
enforcement, the investigation gives the range of motions aimed at improvement of
procedural status of subjects of the cases regarding violation of laws on dangerous,
overweighed and oversized freights transportation.
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Typorcuii A. Cyovekmubt npou3eoocmea no 0enam 0 HaApyuieHusax npasusi 2py3o-
nepeeosku. Ocselwjenvl aKmyanivHvle HpPOOIeMbl NPOU3800cmed no oeram 00 AOMUHU-
CMPAmueHblX NPAGOHAPYUIEHUSAX 8 chepe De3onacHocmu epy306bix nepego3ok. Ha ocnoge
ananuza Oeticmeyiowe2o 3aKOH00ameIbCmad, HOPpMOMEOPHUECKOl U NPAGONPUMEHUMEbHOU
NPAKMUKY pazpaboman KOMIIEKC NPeONoNCeH U, HANPABIEHHbIX HA COBEPUICHCMBOBAHUE
nPOYeCcyanbHO20 CMamyca Y4acmHuKO8 PACCMOMPEHUst 0ell 0 HAPYULEHUSIX NPAsUl nepe-
603Kl ONACHBIX, MANCETOBECHBIX U KPYNHO2AOAPUMHBIX 2DY308.
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Background. Any developed society cannot exist without reasonable
satisfaction of social interests in freight transportation; the vehicle plays the
key role to meet this need. 1.7 billion of freights, that is 79 % of all freight
transportations, is shipped by vehicles in Ukraine [1].

Simultaneously, freights carriage is accompanied by risks, connected
with the vehicle as a source of heightened danger. According to State Traffic
Inspectorate Ministry of Internal Affairs of Ukraine, over 150 thousands of
laws violations on dangerous, overweighed and oversized freights trans-
portation were registered in Ukraine during 2006-2012. Such violations
resulted in 420 road traffic accidents with injured people [2].

For the purpose of this, the issues of administrative responsibilities as
a main procedure ensuring the security of freights transportation are becoming
topical (critical). The current state of the institute of administrative respon-
sibility functioning in the sphere of dangerous, overweighed and oversized
freights transportation cannot be considered as a satisfactory one. The
violations in this area are characterized by the ascendant dynamics, increased
latency and immensity of negative social and economic consequences.

Every fifth road traffic accident, caused by the violations of laws on
dangerous, overweighed and oversized freights transportation, results in
death or injury of people. According to this index they are regarded as the
most dangerous administrative law violations in vehicles.

However, the analysis of jurisdictional processes practical aspects in
the sphere of freight transportation shows a great amount of problems connected
with case reviewing, service document settlement, proceedings, procedural
decisions taking and implementation. In most cases, the origins of these
problems belong to the procedural status of the subjects of administrative
and tort proceedings. All the factors including the limited range of pro-
cedural rights, the lack of guarantees of procedural obligations, weak control
over their implementation negatively affect the cases of administrative offenses
under Art. 132-1 of the Code of Ukraine on Administrative Offences (CAO
of Ukraine). As a result, the court decisions in such cases are often
appealed, annulled or not served.

The above mentioned factors emphasize the necessity of scientific
research of ways to improve the procedural status of subjects of the cases
regarding violation of laws on dangerous, overweighed and oversized
freights transportation.

Analysis of recent researches and publications. Scholarly works of
the main scientists such as G. Golubeva, T. Gurzhiy, V. Donenko, V. Novikova,
A. Salmanova, M. Stotska, B. Razvadovskyi, E. Tsyba et al played an
important role in the research [3—-11]. Meanwhile, the questions of the
procedural status of subjects of the cases regarding violation of laws on
dangerous, overweighed and oversized freights transportation have not been
studied comprehensively in national science. The vast majority of researchers
highlight them only fragmentary and usually in the context of a related issue.
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The aim of the paper is to clear up the defects of the procedural status
of subjects of the cases regarding violation of laws on dangerous, overweighed
and oversized freights transportation, and the development of particular
legislative proposals for its improvement.

Results. Analysis of existing legislation reveals the following groups
of subjects of cases regarding violation of laws on dangerous, overweighed
and oversized freights transportation: the subjects of authority proceedings,
having the right to organize the proceedings, draw up procedural acts,
perform procedural actions; the subjects, interested in the case outcome; the
subjects, promoting objective truth in the case by providing evidence about
the circumstances of the offense; the subjects involved in the proceedings if
special knowledge (technical, linguistic, etc.) is necessary.

Thus, a major number in the system of state-government entities
involved in the organization of the delict cases under Art. 132-1 of CAO of
Ukraine includes the heads of the internal affairs divisions of a law
enforcement agency (heads or deputy heads of departments (divisions,
administrations, and ministry), the commanders or deputy commanders of
State Automobile Inspection MIA of Ukraine, heads or deputy heads of the
Departments of Foreign Affairs).

This category of subjects makes a decisive influence on the course of
the proceedings and results of its solution. They are personally responsible
for the cause proceedings, its comprehensive and objective consideration,
collection and evaluation of evidence. They organize the implementation of
mandatory proceedings and preparation of official legal documents.
Eventually, they pass the decisions on, determine the type and size of the
penalty for the offense or find a person not guilty.

According to its nature the administrative and procedural powers of
officials of the law enforcement agencies (officials dealing with cases regarding
violation of laws on dangerous, overweighed and oversized freights trans-
portation) can be divided into the following "groups":

e Implementation of maintenance inspection of vehicles (including
mass-size);

e [nstitution of court proceedings regarding administrative violations;

e Carrying proceedings decisions (detention, personal inspection,
examination and seizure of luggage and documents, including driver's
license, license document for the vehicle, the temporary detention of the
vehicle, suspension from driving, intoxication review, etc.);

« Organization of the case hearing involving interested people (imple-
mentation of preparatory actions, summons of interested people, involvement
of experts, interpreters or other entities, conducting the case by hearing
participants and presentation of their arguments);

« Solution of the case.

The analysis of the practical aspects of the specified terms underlines
an extremely serious problem. In autumn 2008, the legislator added to the
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current CAO of Ukraine a number of new articles on the responsibility for
offenses against road safety (including Article 132-1), however, he has
"forgotten" to introduce appropriate amendments to Art. 255 of CAO of
Ukraine, that defines a list of persons authorized to draw up reports on
administrative matters [12]. As a result, the traffic police officers are not
entitled to draw up reports on violation of laws on dangerous, overweighed
and oversized freights transportation.

However, the drawing up reports has become widely popular in recent
years. Such a situation when the main procedural document, which is the
starting point of administrative tort proceedings, is not in compliance with a
current legislation is unacceptable and must be corrected as soon as possible.

Moreover, legal power uncertainty regarding the protocol drawing up
in cases on violation of laws on dangerous, overweighed and oversized
freights transportation prevents to apply important procedural decisions.
More specifically in this case it is impossible to make temporary detention
of the vehicle, since according to the law (Article 275-2 CAO of Ukraine)
this measure is the subject to a mandatory recording in the administrative
report [13].

The best solutions to the problems outlined above are to capture in the
current legislation (in particular Art. 255 CAO of Ukraine) powers of the
police officers to draw up the report on violation of laws on dangerous,
overweighed and oversized freights transportation.

Another issue, that is extremely relevant in the context of the issues of
liability for violation of laws on dangerous, overweighed and oversized
freights transportation, is the limited range of procedural provisions within
the competence of law enforcement officers.

At present, in order to solve proceedings concerning offenses in road
transport authorized police officers have the right to: administrative detention,
personal inspection, examination and seizure of luggage and documents,
including driver's license, license document for the vehicle, the temporary
detention of the vehicle, suspension from driving, review of intoxication or
being under the influence of drugs, reducing drivers attention and reaction
speed (Art. 260 CAO of Ukraine) [13]. Thus, if the further operation of the
vehicle poses a danger to road traffic participants, traffic police have the
right to temporarily detain a vehicle by locking or (if placing a detained
vehicle significantly interferes with traffic) to tow it in a special area or
park, and in addition, to seize the documents for the vehicle.

However, none of these measures is able to eliminate the risk of
operating the vehicle with technical troubles or deviations (in size, weight,
and configuration) for a long time. Indeed, under the current law (Article
265-2 CAO of Ukraine) the period of temporary detention of the vehicle
cannot exceed 3 days, after this period it must be returned to the owner,
regardless of the stage of solving the case. And the vehicle owners are not
always ready to eliminate the technical problems. A detained vehicle is
often put into operation immediately after the return without any repair and
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removing technical problems. Actually, this is not surprising, because the
cost of some vehicle repair is much higher than the probable amount of the
administrative penalty for violation under Art. 132-1 of CAO of Ukraine.

As for the seizure of the driving license and license document for the
vehicle, the first measure is effective in case the driver is the owner of the
vehicle (but even in this case there is a possibility to transfer vehicle operation
to other individuals); in its turn, the seizure of the license document for the
vehicle is the basis for the prohibition of the transport services provision,
but it cannot prevent the participation of a vehicle in traffic without any
commercial purpose.

Thus, the current measures of procedural provision cannot guarantee
long-term exclusion of vehicles having technical problems from participation in
traffic. The danger of this situation is obvious — according to the statistics
operation of vehicles with technical problems is a major cause of road
accidents and deaths (about 25 deaths fall to 100 accidents committed to this
cause) [3, p. 4].

It seems that one of the best ways to solve this problem is to introduce
the practice of temporary prohibition of the vehicle operation (unless the
existing technical problems are eliminated/removed). On the one hand, it
will completely exclude dangerous vehicles from participating in traffic, on
the other — it will encourage their owners to eliminate all the technical
problems as soon as possible.

Taking into consideration all the above mentioned issues we propose
the following changes to the current CAO of Ukraine:

1) To add part 1 and 2 of Article 260 CAO of Ukraine with the words
"temporary ban on vehicle operation" after "temporary detention of
a vehicle" (hereinafter it remains the same);

2) To add the current CAO of Ukraine with Article 265-4 "Temporary
ban on vehicle operation":

"If there is reason / evidence the driver must be considered to have
committed a violation under Part 1-4 Art. 121, Art. 121-1, 122-5 and 132-1
of the Code, an employee of the corresponding department of the Ministry
of Internal Affairs of Ukraine prohibits the vehicle operation until the
relevant violations are eliminated. Yet the vehicle registration plates must be
removed until the causes of the operation prohibition are eliminated.
Temporary ban on the vehicle operation shall be recorded in the report of
the administrative offence, that shall include: the grounds of the decision to
ban the vehicle operation, information of the vehicle (state registration number),
as well as information about the owner of the vehicle".

The category of subjects of cases regarding violation of laws on
dangerous, overweighed and oversized freights transportation includes
prosecutors and judges.

According to Art. 250 CAO of Ukraine, prosecutor, deputy prosecutor,
exercising supervision over compliance and correct application of laws in
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the proceedings has the right: to study the case; check the legitimacy of
bodies (officials) in the proceedings; to participate in the proceedings; make
motions; to give conclusions on the issues arising during the proceedings;
check the correct application of measures for administrative offences by the
corresponding bodies (officials); make representation, appeal injunction and
the decision on the complaint in the case regarding an administrative
offense, as well as perform other actions envisaged by law.

The prosecutor instituting administrative proceedings is of considerable
interest in this context. The introduction of the institution at the end of 2012
was an important step that expands the range of administrative and judicial
powers of prosecutors and diversifies their roles in the organization of
administrative and tort proceedings. However, unlike the prosecutor's
protest (this form of response was assigned to the prosecution in the
administrative proceedings during the previous decades), directed solely to
review the resolution of the case, suspend the illegal actions and restore /
reinstate the violated rights, the institution may include requirements to:
eliminate the causes and conditions that contributed to the violation of the
law; call people to account envisaged by law; damages; stop the inactivity of
officers and officials [14]. The expansion in powers regarding administrative
cases is a logical step that will contribute to a more complete and detailed
implementation of the prosecution objectives regarding establishment of the
rule of law, consolidation of law and order, protection against abusive attacks.

Judges of courts of general jurisdiction are one of the important subjects
of proceedings concerning violations of laws on dangerous, overweighed
and oversized freights transportation. Without the authority to review and
resolve these cases substantially / essentially, the judges are involved in the
proceedings: firstly, as the subjects of complaints about certain proceedings
(including the measures taken to ensure procedural order), and secondly, as
subjects of consideration of the corresponding administrative matters in
order to appeal.

Under Art. 267 CAO of Ukraine the administrative detention, personal
inspection, examination and seizure of luggage and documents, including
driver's license, license document for the vehicle, the temporary detention of
the vehicle, suspension from driving and other measures may be appealed
by interested parties in court. The appeal of such action does not stop their
execution and does not preclude further proceedings. However, if the case is
closed due to lack of events and of administrative tort or other grounds
under Art. 247 CAO of Ukraine, such measures shall be disaffirmed and the
person, to whom they have been applied, shall be entitled to reimbursement
of damage caused.

It should be noted that the current CAO of Ukraine does not fully
regulate the procedure of complaints consideration (including — trials) within
the framework of administrative tort proceedings. According to the CAO of
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Ukraine, there is the right to appeal. Such questions as the timing of complaints
consideration, issues to be clarified in the trial, as well as possible solutions
that can be taken — are now resolved by the rules of civil procedure.

The current legal "gap" must be eliminated. Securing a claim in civil
proceedings is characterized by several features, stipulated by specific civil
disputes. The above mentioned measures are taken at the initiative of the
eligible parties; they are mostly of property nature, etc. This affects the
mechanism of their application "adapted" solely to the rules of civil
procedure. Such a mechanism in the administrative and tort proceedings is
not always effective because the administrative cases are considered
according to different principles and procedures.

Regarding this, Art. 267 of the current CAO of Ukraine must be
expanded with parts 3, 4 and 5: "The complaint to the measures of the
administrative offense proceedings shall be tried within two days of its
submission."

According to the administration of the complaint on enforcement
measures proceeding in the administrative offence case, the judge makes
one of the following rulings:

¢ upholds the enforcement measures;

e changes one enforcement measure into another one;

¢ changes the terms of enforcement measure;

e cancels the enforcement measure.

If the case was dismissed due to reasons, envisaged by the Article 247
of the Code of Ukraine of Administrative Offence, the used enforcement
measures remain in force until the corresponding ruling comes into effect.
Nevertheless the bodies or officials who take the court ruling on administrative
offence can make a decision on canceling such enforcement measures
simultaneously with taking such a ruling.

According to Article 293 of the Code of Ukraine of Administrative
Offence, the subject of the administration of the complaint (as a rule a judge
is such a subject) can take one of the following decisions: a) affirm
a decision; b) cancel the ruling and remit the matter for fresh examination;
c¢) cancel the ruling and dismiss a case; d) change the sanction within the
law. At the same time the legislator doesn’t indicate which grounds can be
the reason to change or cancel the court ruling on administrative delict. As a
practical matter this fact often leads to making controversial, weakly
motivated decisions, which neither facilitate the objectivity of justice nor
strengthen the judicial authority.

Thus, there exists the necessity to define legal grounds for cancellation or
change of administrative offence ruling. To achieve this aim it is necessary
to amend article 293 of the Code of Ukraine of Administrative Offence with
part 3 of such contents:

"The grounds for cancellation or change of administrative offence
ruling are:

e one-sided or incomplete investigation of facts in the case;
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e inconsistency of conclusions, given in the ruling, with the facts of
the case;

e significant violation of procedural rules of case processing;

e incorrect imposition of administrative penalty.

A person, who is held administratively liable, an affected party, repre-
sentatives and a defense counsel form the category of subjects, interested in
the results of the case on the violation of laws on dangerous, overweighed
and oversized freights transportation. Taking into account the fact, that in
the course of administrative-delictual case proceeding the issues on rights
and freedoms of particular persons are solved, the legislator provides them
with wide opportunities concerning participation in the hearing of the case,
providing grounds for their legal position, the defense of their legal interests.

According to Article 268 of the Code of Ukraine of Administrative
Offence, a person, who is held administratively liable, has right to: receive
investigation materials, give explanations, provide proofs, enter a motion,
take immediate part in case hearing, use legal help of a lawyer or other
specialist in the sphere of law, appeal case ruling, speak their native
language and use the services of translators if they do not know the official
language of the proceeding.

In his/her turn the affected party (that is a person, who suffered moral,
physical or property damage) exercises the right to receive investigation
materials, enter a motion and appeal the ruling in the court in case of
administrative offence.

In administrative-delictual case proceeding the affected party has less
volume of procedural rights than the person, who is held liable. In particular,
current Code of Ukraine of Administrative Offence doesn’t envisage the
right to use legal help of a counselor, and also the services of a translator if
he/she doesn’t know the state language.

The presence of such "imbalance" in the procedural status of the
person, who was held to book and the affected person can not be found
grounded. In this case the issue is in the restriction of constitutional right of
a person on legal advice (article 59 of the Constitution of Ukraine) and the
violation of the principle of equality of citizens, envisaged both by the
Constitution (article 24) and current Code of Ukraine of Administrative
Offence (article 248). These restrictions contradict not only the principles of
law, but also the principles of social justice, such as in these cases the matter
is not about a possible offender, but vise a versa — about a law-abiding,
innocent subject of legal relations, who was seriously damaged by illegal actions.

The facts, stated above, make it necessary to bring administrative-
procedural status of the affected person in line with the requirements of the
Constitution and general social standards of people’s rights. One of the most
important steps in this direction should be confirmation in the article 269 of
the Code of Ukraine of Administrative Offence of the right of the affected
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person to get legal advice, to provide proofs, to speak native language and to
use the services of translators when they do not know the official language
of the proceeding. To achieve this aim part 2 of the article 269 of the Code
of Ukraine of Administrative Offence should read as follows: "The affected
person has right to receive investigation materials, provide proofs, enter
a motion, use legal help of a lawyer or other specialist in the sphere of law,
who according to legislation has right to provide legal assistance personally
or on behalf of legal entity, to speak native language and use the services of
a translator, if he/she doesn’t know the language of the proceeding, to
appeal the ruling in the court.

According to current Code of Ukraine of Administrative Offence
(articles 270 and 271) a lawyer or other specialist in the sphere of law, who
according to legislation has right to provide legal assistance can represent
the persons, interested in the results of case solution.

The procedural status of specialist-lawyer in the administrative-
delictual proceeding is defined by the party of the case he represents
(a person, who is held liable or an affected party). In the first case he/she
protects the defense of the person from "conviction", and hence has a status
of a defense lawyer. In the other case he/she represents the person, who
supports the position of the "conviction" and that is why he/she has the
status of a representative. Meanwhile, the sphere of their procedural
authorities is approximately the same. Both representative and defense
lawyer have right to receive investigation materials, enter a motion and
appeal the court decisions (official‘s decisions), that consider the case.

On the basis of analysis of appropriate provisions of the Code of
Ukraine of Administrative Offence there can be distinguished only two
differences in the procedural status of a representative and defense lawyer.
The first one is in the fact that while appealing the procedural decisions in
the court, the representative can act on his own behalf and the defense
lawyer can appeal only on the behalf of the person, he/she represents.

The other distinctive feature is that according to article 271 of the
Code of Ukraine of Administrative Offence the defense lawyer, along with
the rights, stated in the Code, has also got other rights, stipulated by the laws
of Ukraine. Therefore, article 270 of the Code of Ukraine of Administrative
Offence, which states the procedural rights of the representative, doesn’t
indicate such a notice. This allows assuming that according to the
legislator’s point of view, the list of procedural rights of the representative is
final and is not a subject for further interpretation.

In return let us notice that in this case there is an unjustified narrowing
of the array of procedural authorities of the representative in an adminis-
trative-delictual process. First, such an approach contradicts the provisions
of the Law of Ukraine "On advocacy and legal practice", under which
a lawyer while performing the representative functions, exercises right to take
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any actions, that are not forbidden by law, the rules of advocate ethics and
legal assistance agreement, that are necessary to fulfill the conditions of the
legal assistance agreement. Second, the capabilities of the person to defend
his/her rights and freedoms, guaranteed by the Constitution, are limited.

Considering that Part 3 of the Article 270 of the Code of Ukraine of
Administrative Offence should read as follows:

"Legal representatives and the representatives of the person have right
to receive investigation materials, to enter a motion on the behalf of the
person, whom he/she represents, to appeal the decisions of the body
(official), that consider the case, as well as they exercise other rights,
envisaged by the legislation of Ukraine".

A witness, namely a person who knows the facts, which should be
substantiated in the case, plays an important role in administrative-delictual
proceeding (in particular concerning the hearing of cases on violation of
laws on dangerous, overweighed and oversized freights transportation). The
value of witness’s testimony is the fact that it may contain information
about facts of the subject of evidence, meaningful empirical data, facts of
procedural character, grounds for administrative-legal controversies, facts
about violation of the legal order performance by any subject of administrative
process. Besides, such testimony frequently serves a single method of identifying
certain circumstances of the case, when they aren’t set documentarily and
are actively used together with other proving methods, securing cogency of
testimony and facilitating the formation conditions of the latter ones [15, p. 194].

It is generally admitted that one of the biggest problems in the course
of hearing cases on transport administrative offences is the refusal of
offence witnesses to become witnesses in the case. It is a very typical
situation when a person, who saw the delict, refuses to provide information
on the conditions of the delict, pretending having no time, professional
business or other personal circumstances. By doing this they sometimes hide
a desire to avoid participation in legal procedures, they can even support the
actions of the offender or despise the representatives of the authority.

At the same time the legislation (in particular the Code of Ukraine of
Administrative Offence) doesn’t envisage punishment for the witness if
he/she refuses to testify in the case on administrative offence: currently such
a refusal doesn’t have any legal consequences. Taking into account this fact,
the citizens with low level of legal culture and civil responsibility refuse to
testify, using the slightest excuses or even without them. The result of such
actions leads to "weakening" of evidential basis, impossibility to clarify case
facts, termination of case and evasion of deserved responsibility.

Given the fact that in some cases the presence of testimony is a quali-
fying characteristic feature of administrative delicts on transport (e.g. Part 4
of the Article 122 of the Code of Ukraine of Administrative Offence), the
defined problem is becoming more and more socially important. In order to
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solve it, it is necessary to state in the current Code of Ukraine of Adminis-
trative Offence a provision on administrative responsibility of the witness
for default of legal requirements of the person, who carries out proceedings
in the administrative offence case and for intentional providing of untruthful
information.

At the same time it is impossible to omit the fact, that while setting the
responsibilities of the witness (to come on call, to provide truthful testimony),
the current Code of Ukraine of Administrative Offence doesn’t define the
range of his/her procedural rights, negatively affecting the procedural
position of the witness and contradicts the democratic standards of justice.

Therefore it is necessary to enumerate the rights of the witness in the
article 272 of the Code of Ukraine of Administrative Offence: not to
incriminate him/herself, family or close relatives, the list of which is
stipulated by law; to witness in his/her native language and to use free help
of a translator; observe on accuracy of his testimony records in documents.

In case of necessity an expert and a translator can be attracted in the
administrative-delictual proceeding. Although in practice the majority of
cases on violation of transportation rules of hazardous, oversize and heavy-
weight load are considered without their participation, such participation
can be extremely necessary in certain situations. As a matter of fact, the
carriage of cargo through the territory of Ukraine is frequently done within
the framework of transnational transport (we mean with the help of foreign
drivers), and delicts in this sphere are connected with the violation of special
technical rules and infliction of material damage. In such cases only a
person, who has necessary knowledge (technical, economic, linguistic, etc.)
can secure the right of a foreigner to testify in his native language, can state
the fact of violation of some technical rule or estimate the cash value of
damages suffered. Taking all of this into account, a legal status of an expert
and a translator is of immense practical interest.

According to Article 273 of the Code of Ukraine of Administrative
Offence an expert is appointed by the body (the official) that carries out
administrative-delictual proceeding, in case of necessity of specific knowledge,
including defining the size of the property damage, made by the adminis-
trative offence. An expert is obliged to arrive on call of such a body (official)
and provide objective report on the tasks set for him. Meanwhile he/she has
right to be present during case hearing, receive case materials on the subject
of the expertise, submit claims on receiving additional materials, necessary
for expert report; question a person who is held liable, a victim and witnesses
on the matter of expertise if the body (official), that considers this case, allows.

A translator is involved in the administrative-delictual proceeding in
the same way. If he is appointed by the body or official, who are considering
the case, a translator has to arrive on call and to perform accurate and
complete translation (Article 274 of the Code of Ukraine of Administrative
Offence) [13].
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The analysis of administrative-delictual status of persons, having
special knowledge, shows that there is a wide area for its development and
improvement. This refers primarily to the status of an expert. It is worth
agreeing with T. Kolomoyets, who underlines that modern state of its legal
regulation is distinguished by its generalized content and fragmentariness that
do not allow an expert to implement his/her potential completely [16, p. 71].

In particular according to current legislation the evidence of the expert
is greatly defined by the number of questions, raised by the subject of case
hearing on administrative delict. At present an expert has no right to refuse
to provide evidence that is beyond his/her special knowledge, to indicate in
the expert report any circumstances, he was not questioned about, even if
these circumstances can influence the court ruling. Such situation does not
only limit the rights of an expert as a subject of administrative-delictual
proceeding, but also facilitates the establishment of objective truth in the
case, that is only possible on the basis of full, competent and extensive
analysis of factual circumstances of a delict.

According to the above mentioned information it is worthy to expand
the sphere of procedural rights of an expert as a participant of adminis-
trative-delictual proceeding by amending Article 273 of the Code of Ukraine of
Administrative Offence. In particular we offer to amend this article with
parts 4 and 5 that should read as follows: An expert has right to refuse from
providing expert report if his special knowledge or provided materials are
not enough.

An expert has right to state in his expert report the circumstances, he
was not questioned about, if such circumstances can influence the case
decision.

Conclusion. Summing it up we can state that current organizational
and legal mechanism of considering and resolving cases on administrative
offence, stipulated by Article 132-1 of the Code of Ukraine of Administrative
Offence is far from being ideal. The proceeding of such cases is accom-
panied by many problems, which hinder the realization of procedural rights
and freedoms of citizens, complicate objective issue establishment, determine
mistakes of qualification, leading to excessive protraction of jurisdictional
procedure, create holes in law for the offenders to avoid responsibility.

Mostly these problems have general character. They are driven by
general weaknesses of procedural status of administrative-delictual proceeding
subjects, and also systematic drawbacks of administrative offence case conside-
ration: irregularity of separate procedural measures, inconsistence of procedural
terms, insufficient information content of procedural documents etc.

Effective solution of procedural problems of responsibility for violation
of laws on dangerous, overweighed and oversized freights transportation is
only possible in case of a complex approach, directed at the improvement of
administrative-delictual proceeding, despite its character and type of legal
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cases. Within the framework of such approach we recommend to implement
a complex of measures.

First, it is necessary to fix in the Article 255 of the Code of Ukraine of
Administrative Offence the authorities of police officers to write a report on
violation of laws on dangerous, overweighed and oversized freights
transportation.

Second, we need to expand the list of measures on securing adminis-
trative offense case proceeding by way of including such a measure as
temporary (before rectification of technical defects) ban on vehicle
exploitation.

Third, we need to perform legal regulation (on the level of the Code of
Ukraine of Administrative Offence) of the consideration procedure (including
in court) of the claims on securing measures, implemented according to
administrative-delictual proceeding.

Fourth, we need to define in the current Code of Ukraine of Adminis-
trative Offence the grounds for cancellation or change of rulings in cases on
administrative offences.

Fifth, it is necessary to envisage administrative responsibility of
a witness for failure to perform legal requirements of a person, who carries
out proceeding in administrative offence case, also for intentional providing
false testimony.

Sixth, it is worth fixing in the current Code of Ukraine of Adminis-
trative Offence:

e the rights of the victim to get legal help; provide proofs in the case,
speak native language; use the help of a translator, to claim on renewal of
the terms for appealing the ruling in the administrative case, which were
missed due to important reasons;

e the rights of the witness not to incriminate himself, his family and
close relatives; speak native language; use fee help of a translator, make
notices on the documentary fixation accuracy of his evidence;

e the rights of the witness to refuse to give evidence beyond his
special knowledge; to indicate in his expert report the circumstances, he was
not questioned about, even if these circumstances can influence the court
decision.

Besides, it is necessary to define the list of issues on a legislative
level, which are subject for identification while considering claims and
prosecutor requests in the cases on administrative offences.
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chepi nepeeesents HebOe3NEUHUX, BEUKOBALOBUX | BEIUKO2AOAPUMHUX BAHMAICIE 3ACEI0YUG
WUpPOKe KOO Npobiem, noe s3aHux 3 po3eisiooMm GIONOBIOHUX AOMIHICMPAMUEHUX CHpAs,
CKIAOAHHAM NPOYECYATLHUX OOKYMEHMIB, 30IUCHEHHAM NPOYeCyalbHUX Oil, NPUUHAMMAM
ma BUKOHAHHAM NPOYeCyanrbHux piuieHb. Bumoxu yux npobnem Kpuiomvcsa 8 NIOWUHI
npoyecyanpbHoco cmamycy cy6’€kmie aoMIHICMPAmuGHO-0eaiKmMHO20 NPOBAO’CEHHS, WO
3YMOBII0E QOYINbHICMb HAYKOBO20 ROUWLYKY WLIAXIB 11020 600CKOHANEHHSI.

Memoto cmammi € 8ucgimieHHs HeOOJiKi8 NpoyecyamrbHo2o cmamycy cyd’ekmis
NPOBAONCEHHA Y CNPABAX NPO NOPYULEHHS NPABUTL Nepege3eHb HeDe3NeUHUX, eIUK08A208UX
[ 8enuKo2abapumHux 6aHmMAadx;cie, a MaKoxC po3pPOONEHHs KOHKPEMHUX 3AKOHOOA8UUX
npono3uyiii 3 tlo2o 800CKOHAIEHHSL.

Pe3ynomamu docnioxcennsn. 3 memoro onmumizayii npoeaoddicenHs y cnpasax npo
AOMIHICMpamueni nNpoCMyYNKU Ha MPAHCROPMI 8 YUHHOMY 3AKOHOOABCMEI 3aNPONOHOBAHO
3aKPINUMU NOBHOBANCEHHSI NPAYIGHUKIE MILIYIL w000 CKIAOAHHS NPOMOKOY NPO NOPYULEHHS.
npasusl nepese3eHHs Hebe3neyHUx 8aHMAN CI8, NPoi30y 6eUK0BAL0BUX T 6eTUKO2AOAPUMHUX
mpaucnopmuux 3aco6is. O6IpyHmMoeano HeoOXiOHiCMb Po3ulUpeHHs CReKmpy 3ax00ie npo-
yecyanbrHoeo 3abe3neueHHs:, 8IOHeCeHUx 00 KOMNemenyii NPayieHUKI6 opeanié 6HYMpPIUHIX
cnpas. 3anponono8ano 6nposaoumy 8 NPAKMUKy maxKuii 3axio npoyecyanbHo2o 3aoesneyeHns,
AK mumuacosa 3a00poHa eKcnayamayii mpaHcnopmuozo 3aco0y. Buecenmo xommnaexc
NPONO3UYitl, CAPAMOBAHUX HA NPUBEOEHHS! AOMIHICMPAMUBHO-NPOYECYATIbHO20 CMAMYCy
cyb’ekmie  aOMIHiCMPpamueHO-0eNiKMHO20 NPOBAONCEHHSA Y GIONOGIOHICMb 00 BUMO2
Koucmumyyii' Vkpainu ma 3aeansHocoyianvhux cmanoapmis npas aoouHu.

Bucnoexu. Husvka eghexmusnicms 3ax00i6 aOMiHicmpamusHoi 6i0noeioanbHocmi
3a Oenikmu Ha MpPAHCROPMI 3HAYHOIO MIPOI0 00YMOBIeHA NPOYECYATbHUMU 8A0aMU iX
peanizayii. 'V 36’a3ky 3 yum nocmae HeoOXIiOHICMb BXHCUMMSA KOMNIEKCY Npaeosux md
Op2ani3ayitinux 3ax00i8, CNPAMOBAHUX HA BOOCKOHAICHHS NPOYECYAIbHO20 CIAMYCY Y4ac-
HUKI@ po32nsidy Chpag npo NOPYWEHHSI NPABUTL Nepee3eHHsl HeOEe3NeYHUx, BelUK08a208UX |
8EIUKO2ADAPUMHUX BAHMANCIB.

Knwuyoei crnosa: TpaHCHOPT, BaHTaX, AOPOXKHINA PyX, MPaBOMOPYIICHHS, BIIIO-
BiJIAJIbHICTb, TIPOBAIKCHHSI.
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